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For quite a long time, budgetary institutional adjustments have been
implicated as important determinants of fiscal discipline in local
government. Moreover, entity location has been argued a pivotal and
influential factor in the budgetary institutional adjustments-fiscal
discipline linkages. However, to date no research is conclusive enough on
what precisely explains budget discipline especially in Sub-Saharan Africa-
based localities. On the basis of a cross-sectional research design, this
study investigated the budgetary institutional adjustments-entity location-
fiscal discipline triangulation in Uganda, East Africa. Data were collected
from 26 districts, 9 municipalities and a number of sub-counties spread
across four purposively-selected geographical regions of the country. The
regions are north-western, northern, north-eastern, and eastern. Data
were then subjected to both regression and structural equation modeling
statistical analysis. Notably, results from structural equation modeling
revealed that budgetary institutional adjustments have strong predictive
power on fiscal discipline. Conversely, entity location does not have any
influence on the budgetary institutional adjustments-fiscal discipline
relationship. Theoretical and practical implications from the findings are
discussed.
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1. Introduction

The current dynamics in the fiscal federalism environment perpetuated by
increased demand for accountability and transparency, have generated enormous
practice and research attention to local government (LG) fiscal discipline (Altunbas &
Tornton, 2012; Blom-Hansen, 1999; Von Hagen & Harden, 1995). Thus, over the years,
numerous public finance studies (e.g. Bahl & Bird, 2008; Fjeldstad, 2006) have
endeavored to create understandability of how local entities should run resource-
allocation mechanisms that enhance fiscal discipline. To date, such empirical efforts
have not yet been fully successful.

Fiscal discipline is an entity’s ability to maintain its revenue, spending and
borrowing structures at levels that are financially-sustainable and compatible with
short and long-term objectives (Altunbas & Tornton, 2012; Bahl & Bird, 2008; Blom-
Hansen, 1999). Under fiscal federalism, it is commonly argued that local governments
should manage local economies through their own fiscal policies. The practice does not
only augment regional stability but also reduces horizontal fiscal imbalances
significantly. However, running autonomous fiscal policies is basically practical under
viable fiscal discipline practices (Bahl & Bird, 2008).

Achieving conventional standards of fiscal discipline in most local government
jurisdictions remains largely illusionary. Numerous studies (e.g. Ebel & Taliercio, 2005;
Olowu, 2003; Poterba, 1994) attribute fiscal discipline setbacks in both developed and
developing economies to adjustments frequently made in budgetary institutions.
However, amending budgetary laws, statutes and regulations requires timely steps in
order to effectively tailor fiscal operations to fiscal discipline standards (Ebel &
Taliercio, 2005).

Besides, Blom-Hansen (1999) and Fjeldstad (2006) observe that a local agency’s
geographical location is a fundamental factor in attaining sustainable fiscal discipline.
Fieldstad (2006) complements that the more distant the agency is from the central
resource allocation unit, the lesser capacity it may in achieving fiscal discipline. This
phenomenon is distinctive with strained and divergently resource-endowed local
entities of various Sub-Sahara African economies (Fjeldstad, 2006; Olowu, 2003).

The foregoing views and largely inconclusive results of most empirical
scholarships imply that a comprehensive understandability of the budgetary
institutional adjustments-entity location-fiscal discipline triangulation is indispensable.
This is specifically so if the current relentless LG fiscal discipline problem is to be
effectively addressed. In the present study, fiscal discipline-related activities in 26
districts and other local governments in Uganda, East Africa are surveyed. Since the
early 1990s when the country embraced decentralization as a political, administrative,
fiscal resource-allocation policy, Uganda has been acclaimed for its fiscal federalism
proficiency (Bahl & Bird, 2008; Bird, 2011; Olowu, 2003).

The study is founded on two basic theoretical foundations. On one hand, it
invokes fiscal illusion theory proposed by Krogstrup & Wyplosz (2006) and Winer
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(1980). The theory posits that various fiscal discipline identities such as accountability
and service delivery influence adjustments in budgetary institutions.

On the other hand, the formative fiscal federalism theory (Bradford & Oates,
1971; Tiebout, 1956) was also engaged in order to explain budgetary institutional
adjustments-entity location linkages and how they affect fiscal discipline.

Essentially, we offer two key contributions to the local government fiscal
discipline knowledge body. First, we contribute to the fiscal discipline literature by
providing a comprehensive conceptual framework (Bahl & Bird, 2008; Von Hagen &
Harden, 1995) capable of explaining the budgetary institutions-entity location-fiscal
discipline relationships.

Much as the need to examine such connectivity has been enunciated in
previous research (Altunbas & Tornton, 2012; Fjeldstad, 2006), such a model had never
been adopted before. The oversight has over the years annulled comprehensive
appreciation of fiscal discipline especially in the African setting (Bahl & Bird, 2008; Bird,
2011; Olowu, 2003). Besides, drawing on the fiscal illusion and fiscal federalism
theoretical (Tiebout, 1956; Winer, 1980) perspectives, this research benefits further
understandability of LG fiscal discipline in conceptual terms.

Second, as previous research on LG fiscal discipline has been largely
inconclusive and even portraying mixed results, proposing a direct and simplified
model provides quite a balanced picture of the problem. Notable statistical
methodologies such as: regression analysis (Simonton, 2003) and structural equation
modeling-based path analysis and bootstrapping (Beran & Srivastava, 1985; Marsh,
Hau & Wen, 2004; Preacher, Zyphur & Zhang, 2010) are employed in order to
comprehensively test the fiscal discipline paradoxical mechanisms.

The suggested and empirically-examined mechanisms are likely to fill an
important gap in the fiscal discipline literature both in conceptual and empirical terms.
Moreover, unveiling budgetary institutional adjustments-entity location context
provides a more nuanced relational insight and potential explanation of the fiscal
discipline dimension. The model presented as Figure 1 is proceeded by the study
hypotheses developed in the subsequent section.

Figure 1: Conceptual Model

Entity Location \L
Budgetary Institutional Fiscal Discipline
Adjustments = Service Delivery
=  Entity Measure = Accountability
=  Tax Innovation =  Projects

Source: Authors’ elaboration.
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2. Hypothesis Development

2.1. Fiscal Discipline

In local government (LG), fiscal discipline is defined in terms of how the entity
manages its gross revenue, spending, deficits, and debt in a given period of time.
Technically, these four budget aggregates often considered constraints, are the key
measures of its fiscal performance (Altunbas & Tornton, 2012; Blom-Hansen, 1999).
Thus, fiscal discipline abounds when one set of budget constraint is accompanied by
another set of constraint. For instance, the LG enjoys fiscal discipline by achieving
some deficit target. This is possible if borrowing is increased and spending restrained,
say, amidst constrained revenue (Altunbas & Tornton, 2012; Bahl & Bird, 2008).

However, most localities attain such controls in situations where high spending
often culminates into large budget deficits and more debt and tax burdens. Von Hagen
& Harden (1995) associate deficits-debt-tax burdens cohabitation with resource-
constrained entities of the developing world. The cohabitation is considered desirable
in that it makes policymakers pay due attention to tax systems, expenditure program
efficiency, and requirements for budgetary institutional adjustments (Bahl & Bird,
2008; Von Hagen & Harden, 1995).

Tax systems, expenditure program efficiency, and budgetary institutional
adjustments are important ingredients of ideal resource allocation, growth, and service
delivery structures (Bird, 2011).

Moreover, fiscal discipline allows entities to accommodate potential fiscal
pressures such as unfunded public pension and contingent liabilities more
conveniently (Altunbas & Tornton, 2012). The entity is deemed fiscally disciplined if its
budget aggregates are sustainably affordable from both ex-ante and ex-post contexts.
Affordability relates to how the level and distribution of revenue, spending, and
borrowing affect entity financial health both in the short and long-run (Altunbas &
Tornton, 2012; Von Hagen & Harden, 1995).

Thus, in order to properly understand the comprehensive process of fiscal
discipline, its constructs and thus affordability measurements (conceptualized in Figure
1): service delivery quality, accountability and transparency capacity, and ability to
complete public projects need to be investigated more deeply.

2.1.1. Service Delivery

In their work on fiscal illusion theory, Bradford & Oates (1971) and Winer
(1980) underscored service delivery as a notable indicator of fiscal discipline especially
in sub-national entities. Subsequent studies (Alesina et al., 1999; Fjeldstad, 2006;
Poterba, 1994) interpret that perspective to imply that service delivery is both the
guantity and quality of public goods and services local communities receive as a result
of fiscal discipline practices. From the African-based local entities context, basic goods
and services comprise agriculture, education, health, road network, and water and
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sanitation (Fjeldstad, 2006; Olowu, 2003). Since such services involve outlay of large
amounts of resources and are often rendered in form of government projects, they
significantly impact entity revenue, expenditure and debt.

In most African countries, local governments are barred from borrowing
directly from either from local or foreign financial institutions and governments.
According to Fjeldstad (2006) and Olowu (2003), such deterrence helps circumvent
national macroeconomic disequilibrium and horizontal fiscal imbalances. Thus, local
entities are largely funded by inter-governmental fiscal transfers and donor aid
(Alesina et al., 1999; Fjeldstad, 2006).

Furthermore, service delivery in local government introduces yet another
critical budgetary dimension, the budget deficit. Even in acclaimed fiscal federalism
nations such as Ethiopia, Ghana, South Africa and Uganda majority local entities lack
competent technical capacity.

Accordingly, they rarely balance the revenue-expenditure-deficit equation
indicative of a standardized fiscal discipline mechanism (Alesina et al., 1999; Bahl &
Bird, 2008; Olowu, 2003).

The ability to effectively control fiscal balances is an internal decision-making
process. Exacerbated by the common pool problem (Alesina & Perotti, 1996), spending
in such decentralized jurisdictions often exceeds their revenue-generation ability. The
resultant budgetary strains persistently compromise fiscal discipline and consequently
quality of service delivery. The situation is, however, addressed through bail-outs in
form of inter-governmental fiscal transfers.

2.1.2. Accountability and Transparency

Achieving fiscal accountability and transparency in local government is a multi-
faceted mechanism and one often dictated by individual entity operational complexity
(Ebel & Taliercio, 2005). Commonly, fiscal accountability and transparency explains:
medium-term fiscal policy and targets, fiscal aggregates risks, revenue and expenditure
projections models and related assumptions, budget comprehensiveness, entity assets
and liabilities, and budgetary information credibility (Altunbas & Tornton, 2012; Ebel &
Taliercio, 2005; Von Hagen & Harden, 1995).

According to Altunbas & Tornton (2012), publicized medium-term revenue
targets and expectations, spending projections and funding requirements enhance
fiscal credibility. In effect, fiscal discipline is impacted and borrowing costs are
minimized. Essentially, such publicity also creates an efficient local planning integrated
framework. The framework facilitates the entity’s engagement of fiscal projections and
targets (Altunbas & Tornton, 2012; Ebel & Taliercio, 2005).

Local government stakeholders including central government and the donor
community expect openness on fiscal aggregate-related risks. Such risks include those
related to local revenue collection, utilities accessibility, and borrowing interest rates.
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When the risks are not catered for in advance, they seriously undermine fiscal planning
and discipline (Ebel & Taliercio, 2005).

During the budgetary process, local entities develop several models and adopt
various assumptions in order to project revenue and expenditure. Much as most
models and assumptions tend to be technical in nature, they should be simplified to
enhance higher levels of government and the local community scrutiny. Accountability
and transparency are also expected on the various budget components (Von Hagen &
Harden, 1995). For instance, the entity budget and balance sheet (statement of
financial position) framework must clearly highlight all revenue sources, expenditure
items, and liabilities. Such openness is also expected on arm’s length agencies and
other off-budget instruments for budget credibility purposes (Altunbas & Tornton,
2012; Ebel & Taliercio, 2005).

Finally, fiscal discipline involves candidness on the entity’s assets and liabilities.
All cash flows and fixed assets movements including current debts, current liabilities,
arrears and contingent liabilities must be publicized. Ebel & Taliercio (2005) assert that
when past and planned fiscal operations are disclosed, it makes most entities reluctant
to circumvent constraints on main budget operations by creating off-budget
operations. Off-budget operations promote rent-seeking practices such as
misappropriation of funds (Ebel & Taliercio, 2005; Von Hagen & Harden, 1995).

2.1.3. Projects Completion

The essence of decentralization and particularly fiscal federalism is to empower
sub-national entities provide public goods and services to their local communities in
the most effective manner (Bahl & Bird, 2008; Olowu, 2003). Thus entities must
participate in construction and setting-up of schools, health centers, roads, and drilling
of boreholes. These projects involve large fiscal outflows commonly funded through
inter-governmental fiscal transfers (grants) and bank loans, and sometimes by donor
support.

Completing such projects in an accountable and transparent manner portrays
some level of fiscal discipline (Fjeldstad, 2006). However, projects in most local entities
especially in corruption-ridden African jurisdictions are rarely completed due to
rampant fiscal deficits and bail-outs from central government. Commonly, bail-outs are
seldom granted because of poor accountability and budget violations Bahl & Bird,
2008; Olowu, 2003).

In sum, attaining fiscal discipline is quite a big challenge to majority local
authorities. While some scholars (e.g. Rodden, 2002; Yilmaz & Serrano-Berthet, 2010)
attribute it to leadership capacity and partisan politics, adjustments in budgetary
institutions seems to dominate the debate. Moreover, it is also stressed that entity
geographical location is a crucial factor in its ability to attain sustainable fiscal
discipline (Blom-Hansen, 1999; Fjeldstad, 2006). This case closely relates to horizontal
fiscal imbalances commonly associated with local resource-endowment divergences.
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2.2. Budgetary Institutional Adjustments

As a potential predictor to local government fiscal discipline, budgetary
institutional adjustments refer to those systematic amendments made to the rules and
regulations that govern the way budgets are drafted, approved and implemented
(Alesina & Perotti, 1996; Ebel & Taliercio, 2005). Typically, the amendments are
reactions to anticipated fiscal shocks within the entity bureaucracy pertaining to, say,
eminent budget deficits.

The World Bank Institute’s governance initiative of the Poverty Reduction and
Economic Reform Division (WBIPR), for instance, recommends that parliaments and
local authorities adopt appropriate budgetary adjustments as a budget oversight
mechanism (Alesina et al., 1999). Such action does not only strengthen fiscal
accountability and transparency but also significantly curbs corruption.

In practice, however, local authority budgetary governance mandates have
often been subdued by executive predominance and own technical deficiencies
rendering them largely dysfunctional.

Alesina et al. (1999) and Yilmaz and Serrano-Berthet (2010) associate conducive
fiscal discipline in local government with three major institutional arrangements. These
are laws that create ex-ante constraints on budget deficits, hierarchical (top-bottom)
procedural rules, and transparent procedures. Laws that establish ex-ante constraints
on budget deficits are simply restrictions of numerical nature designed to limit
excessive budget deficits. Such deficits emanate from entity borrowings (debt) and
practices where expenditure persistently exceeds revenue (Yilmaz & Serrano-Berthet,
2010).

Hierarchical procedural rules are legislative mandatory rules that entities must
follow in the budget-making and implementation process. Such institutions limit
legislature capacity to amend the executive proposed budgets haphazardly (Rodden,
2002; Von Hagen & Harden, 1994). The institutions are prevalent in situations where
executive veto on legislative amendment proposals tends to neutralize or at least
diminish local authority amendment powers. Transparency procedures pertain to
transparency in respect to budgetary and fiscal information.

Other budgetary institutional structures that localities and the executive can
adjust to bring about fiscal discipline include: two-stage budgeting undertaken prior to
setting of anticipated budget deficit targets, restrictions on amendments of spending
proposals, constitutional limits on deficit spending, debt ceilings and fiscal targets
(Yilmaz & Serrano-Berthet, 2010).

Previous research (Blom-Hansen, 1999; Fjeldstad, 2006) suggests that at any
time within the budgetary period, national executive and local jurisdictions can adjust
one or a combination of the various budgetary institutions in a bid to attain targeted
fiscal discipline levels. This empirical observation supports the common pool problem
(Von Hagen & Harden, 1994) stand and fiscal illusion theory (Winer, 1980) view that
local budgetary institutional adjustments are feasible in respect to entity measure, tax
innovations, and grants structure.
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2.2.1. Entity Measure

A broad body of research (Altunbas & Tornton, 2012; Blom-Hansen, 1999; Ebel
& Taliercio, 2005) associates local government (LG) fiscal discipline in developing
countries with numerous factors. These include: budgetary institutional framework,
central government patronage, and community cooperation. However, entity
measure; the numerical number of local governments a country runs in a particular
budget year is fundamental (Blom-Hansen, 1999; Ebel & Taliercio, 2005).

The more LGs the country operates, the more complicated it becomes to
achieve optimal budgetary governance at both national and locality levels. The
complications arise from identifying ideal budget decision actors, gauging actor
interests and incentives, and deciphering both formal and informal institutions that
shape inter-entity interactions (Ebel & Taliercio, 2005).

According to the country’s Local Government Act (1997 amended), local
governments in Uganda include city (Kampala), districts, municipalities, and sub-
counties. Currently, the country is a host to one city, 122 districts, 30 municipalities
and and over 1,000 sub-counties. These localities are scattered in seven geographical
regions: western, northern, north-eastern, eastern, central, south-western, and
western (Ministry of Local Government, 2017).

Consistent with past research (e.g. Bird, 2011; Ebel & Taliercio, 2005), creation
of more localities in Uganda has not only led to power capture by the few elites, but
has extensively sidelined local people from the policy-making process and
consequently compromised social services provision. Other rent-seeking practices such
as corruption are also rampant (Bird, 2011).

Therefore based on the foregoing entity measure-fiscal discipline discussion, it
is proposed:

Hypothesis 1: Entity measure positively contributes to fiscal discipline in local
government.

2.2.2. Tax Innovation

Fragmentation of a political system into numerous regional local entities often
culminates into uncoordinated tax-related decisions (Bahl & Bird, 2008; Bird, 2011;
Ebel & Taliercio, 2005). Such decisions rarely exploit relevant economies of scale
related to public services application and inefficient costly public infrastructure.
According to Ebel & Taliercio (2005), this signifies a potential fiscal discipline threat.

Furthermore, Bahl & Bird (2008) and Bird (2011) noted that local authorities
find themselves in a regional competition for existing tax types. The consequence of
such competition for favorable tax rates often truncates government revenue.

When public services remain persistently stagnant, the temptation is debt
financing as the only viable alternative. In order to avoid tax-debt migration, fiscal
illusion theory (Krogstrup & Wyplosz, 2006; Winer, 1980) recommends that local




Onyango-Delewa, P. & Nkote, I. N. (2019). “Budgetary Institutional Adjustments and Fiscal Discipline in
Local Government: ...”, International Journal of Public Finance, 4(1), 1-22.

authorities adopt appropriate tax innovations. Common and practical tax innovations
in income-strained local entities comprise introducing new tax types and making
adjustments in existing tax rates. This is, however, feasible after carefully studying
community income levels and potential reaction. Besides, the innovations must not
jeopardize national macroeconomic policy and budgetary framework nor perpetuate
horizontal fiscal imbalances (Bahl & Bird, 2008; Ebel & Taliercio, 2005).

In Sub-Saharan Africa countries, Uganda inclusive, property tax levied on local
buildings is the most paying source of local revenue. Others include various types of
fees, market dues, surcharges, and penalties (Fjeldstad, 2006; Olowu, 2003; Rodden,
2002). Local entity fiscal discipline is therefore measured by how effective local
revenues, central government grants and donor aid are managed.

Much as the assessment augments quality service delivery on an accountable
and transparent basis and avoids supplementary budgeting, few LGs in the country
meet this standard. Tax innovations in majority entities are constrained by poverty,
low incomes, political interference, and entity measure (Fjeldstad, 2006; Rodden,
2002). Thus, we propose:

Hypothesis 2: Tax innovations and fiscal discipline have a positive
relationship.

2.2.3. Grant Structure

The local community, suppliers, creditors and other principle local entity
stakeholders are likely to recognize entity obligations as sovereign; akin to those of
central government. This is more especially if the obligations happen to be financed
purely by local taxes, fees, charges, and borrowing. Thus, fiscal deficits, fiscal
imbalances (both vertical and horizontal), and bail-out concerns would be irrelevant
and irrational (Alesina et al., 1999; Yilmaz & Serrano-Berthet, 2010). Moreover, other
scholars (e.g. Altunbas & Tornton, 2012; Porteba 1994; Rodden, 2002) are of the
opinion that the absence of such irregularities in local government fiscal structures
significantly enhance policy-driven fiscal discipline.

In practice, however, local revenue lacks the capacity to sufficiently fund the
numerous fiscal obligations faced by local governments in majority countries of the
world. Commonly, the gap is therefore often filled by intergovernmental fiscal
transfers (grants) and; in jurisdictions of majority Sub-Saharan Africa entities, by donor
aid (Rodden, 2002; Yilmaz & Serrano-Berthet, 2010). The fiscal illusion theory
(Krogstrup & Woyplosz, 2006) posits that intergovernmental grants constitute that
vertical flow of funds that takes place between governments. That funds-transition is
initiated by central government from a national common pool; the consolidated fund,
and granted to sub-national entities (Krogstrup & Wyplosz, 2006; Bird, 2011).

The transfers take three dominant forms; conditional, unconditional, and
equalization grants. Conditional grants are meant to finance development-oriented
projects related to agriculture, education, health, road network, and water and
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sanitation. Given their large investment resource characteristics, conditional grants are
normally managed by local authorities but under rigorous central government
patronage and oversight (Altunbas & Tornton, 2012).

Local government autonomy in respect to conditional grants is therefore highly
compromised. In Africa, fiscal autonomy in regard to such grants is restricted on the
basis of unreliable budget and financial management technical capacity, corruption,
and likely partisan politics influences. Unconditional and equalization grants benefit
local entity expenditure obligations with somehow relaxed autonomy. The two types
of grants are meant to finance recurrent spending and activities designed to address
horizontal fiscal imbalances respectively (Altunbas & Tornton, 2012; Rodden, 2002).

From the fiscal discipline and fly paper effect contexts, recent fiscal federalism
literature (Blom-Hansen, 1999; Von Hagen & Harden, 1995; Yilmaz & Serrano-Berthet,
2010) observes that intergovernmental fiscal transfers rarely breed meaningful
reductions in local taxes. Besides, increases in the transfers instead often stimulate
local spending than would be expected if local revenue collections increased. This is
consistent with the public economy theoretical and empirical studies view (Alesina &
Perotti, 1996; Bradford & Oates, 1971) that majority individuals consider grants “own-
revenue” but camouflaged by fiscal policy and politics.

The “own-revenue” perception exacerbated by central government stringent
grant control and patronage does not only compromise sub-national fiscal
accountability and transparency but heavily undermines management commitment.
The ultimate outcome is an undercut in entity fiscal discipline goal.

Considering the foregoing analytical views, the following hypothesis is
therefore proposed:

Hypothesis 3: Grant structure has a positive relationship with fiscal discipline.

2.3. Entity Location: Mediation Consideration

A number of fiscal discipline studies (e.g. Bahl & Bird, 2008; Blom-Hansen,
1999; Fjeldstad, 2006) have recently demonstrated that a local government’s
geographical location from the center is a pivotal factor in attaining its fiscal discipline
endeavors. In Sub-Saharan Africa and specifically Uganda, public resource allocation is
formula-driven.

Key considerations include: entity population size, previous budgets
performance and accountability record, available resource quantity, and geographical
location (Bird, 2011; Olowu, 2003; Yilmaz & Serrano-Berthet, 2010).

Entity location is critical in that the more distant an entity is from the center,
the less the opportunity it may have in identifying and engaging accountable technical
manpower (Blom-Hansen, 1999; Fjeldstad, 2006). Such units are also not easy to
access due to lack of basic infrastructure like roads and electric power and thus
operate manual accounting systems. Besides, their local communities are largely poor
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and illiterate and barely appreciate the relevancy of effective budgeting, budgetary
institutionalization, fiscal discipline, and accountability (Fjeldstad, 2006).

In their seminal work, Olowu (2003) and Yilmaz and Serrano-Berthet (2010)
indicated that resource-endowment differences in majority rural-based local entities in
African often generate horizontal fiscal imbalances. These imbalances are normally
beyond the fiscal capacity of equalization grants periodically allocated to local entities.
This explains why supplementary budgeting (fiscal incrementalism) and bail-out
practices; serious fiscal discipline setbacks, dominate entity operations. In Uganda,
several local governments admit their inability to contain bail-out-fiscal discipline
complications and frequently look at central government for rescue (Fjeldstad, 2006;
Olowu, 2003; Von Hagen & Harden, 1995). We therefore propose that:

Hypothesis 4: Entity location mediates budgetary institutional adjustments-
fiscal discipline relationship.

3. Methods
3.1. Sampling

As noted earlier, Uganda is currently comprised of seven regions; western,
south-western, central, north-western, northern, north-eastern, and eastern regions.
In order to advance the country’s political and administrative but particularly fiscal
federalism agenda, the regions are divided into one city (Kampala), 122 districts, 30
municipalities and 1,500 sub-counties (Ministry of Local Government, 2017).

This research was conducted in four purposively-selected (Baruch & Holtom,
2008) regions of north-western, northern, north-eastern, and eastern. The regions (a
host to 33 districts, 12 municipalities, and about 400 sub-counties), were selected on
the basis of consistently reported expenditure governance pitfalls (Fjeldstad, 2006;
Ministry of Local Government, 2017; Olowu, 2003; Von Hagen & Harden, 1995). Target
districts and municipalities were chosen on a purely-random basis but sub-counties
were also purposively identified given their large numbers.

At district level (unit of analysis), participants included: principal administrators
(Chief Administrative officer; Resident District Commissioner; Local Council Five
Chairperson), Chief Finance Officer, Department Heads, and finance function
employees. At municipality and sub-county levels, Town Clerks, Treasurers, Sub-
County Chiefs, accountants and their finance staff participated in the survey.

Through pure-random and purposive sampling procedures (Scandura &
Williams, 2000), a total sample of n = 243 participants was generated. In gender terms,
58% (141) of the subjects were male and 42% (102) female. Their mean age was 41
years (SD = 1.264) with job mean tenure of 4 years (SD = 1.617). It was also found that
52% of the participants were married, 34% single and 14% widowed. Altogether, 33%
held first degree certificates, 39% held diplomas, and 28% were secondary school
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drop-outs. The sample consisted of 31% finance activity-based employees, 18%
administrators and CFOs, 40% heads of department, and 11% civic leaders.

From the local entity expenditure governance context, the current study’s
biographical data seem to suggest that the investigated entities operate more or less a
gender-balanced mechanism. Consistent with previous research (Bird, 2011; Olowu,
2003), most of their personnel are middle-aged, fairly educated, and hold family
responsibilities. Moreover, the majority have served for short periods with potential to
support LGs for a long time in future.

4. Measures

4.1. Service Delivery

This construct was measured by 15 items related to those in validated scale
versions (Altunbas & Tornton, 2012). A sample item: “[...] the nature of services
rendered is fair”, revealed a Cronbach’s (a = 0.842) level of reliability.

4.2. Accountability

In order to assess accountability under public expenditure governance, 12
items related to modified scales in (Blom-Hansen, 1999; Von Hagen & Harden, 1995)
were used. Sample item: “[..] accountability is not relevant for effective outlay
control” exhibited (a = 0.817) reliability.

4.3. Projects Completion

Project completion was measured by 12 items drawn from the scales in (Bahl &
Bird, 2008). Sample item: “[...] facilitates prompt project accomplishment” exhibited an
(a0 =0.794) internal consistence.

4.4. Entity Measure

Based on 13 items closely related to those in scales from (Ebel & Taliercio,
2005), the influence of entity measure on LG fiscal discipline was tested. A sample
item: “[...] is pivotal to entity fiscal discipline” exhibited an (a = 0.885) reliability level.

4.5, Tax Innovation

The construct tax innovation was evaluated by 12 items (a = 0.816) as in
validated scales in the work of Alesina & Perotti (1996) and Bird (2011). Sample items:

”n, u«

“When relevant, this LG introduces new taxes.”; “[...] community is often tax inverse.”
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4.6. Grant Structure

Designed along validated scales in Alesina et al. (1999), Olowu (2003) and
Poterba (1994), some 13 items were adopted to assess grant structure in local entities.
The items; with a sample statement: “[..] grant amounts are often sufficient”,
exhibited Cronbach coefficient (a = 0.863).

4.7. Entity Location

Apparent Budgetary Institutional Adjustments-Fiscal Discipline relationship
mediator, entity location, was measured by 11 items composed similar to scales in
(Blom-Hansen, 1999; Fjeldstad, 2006). Sample item: “[...] location is not important for
fiscal discipline”, all displayed (a = 0.798) internal consistency.

The preceding construct measures indicate that their respective study variables
hold internal consistence (reliability) levels (0.68 < a < 0.94) generally accepted in
statistical circles (Marsh et al., 2004; Simonton, 2003).

5. Control Variables

Six participant demographic characteristics; gender, age, marital status,
educational level, position held, and tenure were adopted as control variables.
Previous studies (e.g. Ebel & Taliercio, 2005; Krogstrup & Wyplosz, 2006) suggest that
biographical variables often relate with fiscal discipline in local government. Thus,
[Gender: (O=female, n=102; 1=male, n=141)]; [Age in years: (1=20-30, n=34; 2=31-40,
n=128; 3=41+, n=81)]; [Marital status: (1=single, n=59; 2=married, n=116; 3=others
n=68)]; [Educational level: (1=certificate, n=21; 2=diploma, n=64; 3=bachelor’s
degree+, n=158)]; [Job tenure in years: (1=1-3, n=67; 2=4-6, n=118; 3=7+, n=58)] were
controlled for.

Additionally, a latent factor adopted to enhance instrument validity verification
and subjected to Harman’s Single Factor approach-based confirmatory factor analysis
(CFA), was controlled for. This was to minimize possible repressive effect CFA latent
factors tend to have on hypothesis results (Beran & Srivastava, 1985).

6. Analytical Approach

By engaging SPSS software, the various study variables and their constructs
were first tested for relative association (correlation) and prediction (regression).
Thereafter, as in previous studies (Marsh et al.,, 2004; Scandura & Williams, 2000;
Simonton, 2003), other statistical attributes such as means, standard deviations,
reliability (internal consistence), validity, and multi-collinearity were established.

The study hypotheses (both direct effect and indirect effect) were tested by
means of structural equation modelling (SEM) using the Analysis of Moments
Structures (AMOS) computerized package (Bollen & Stine, 1992; Preacher, Zyphur &
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Zhang, 2010). On the basis of a two-step strategy, SEM helps to verify whether
variables in hypothesized models are consistent with original data structure.

In step one, a measurement model is tested using confirmatory factor analysis
but without involving any control variable (Preacher et al., 2010). The idea is to
generate output from control variable latent construct items of a higher-order-term.
The output is required in constructing effective model goodness-of-fit indices and
testing for direct and indirect (mediation) effects related to various study variables
(Bollen & Stine, 1992; Preacher et al., 2010).

In step two, the target structural model is anticipated to exhibit mediation
estimation statistics being sought for. Marsh et al. (1992) recommend that where only
one item is exhibited for each of the control variable latent constructs error variances,
all the variances should be fixed at zero value. Thus, in order to observe that condition,
the current study’s control variable latent constructs and their model paths were
loaded on both its mediating variable (entity location) and the dependent variable
(fiscal discipline) (Preacher et al., 2010).

7. Results

7.1. Descriptive Statistics and Correlation Analysis

Correlation coefficients including means, standard deviations, and reliability
ratings for the target model variables and their constructs are reported in Table 1. All
measures exhibit high internal consistence reliabilities, with (a) ranging from (0.75) to
(0.85). The dependent variable (fiscal discipline) portrayed the lowest mean value
(2.92), but its construct (accountability), the highest (3.11). Fiscal discipline standard
deviation (SD) value was the highest (1.607) while one of its constructs (project
completion) showed lowest SD (1.497). However, all item mean and SD values were
quite fair and in the right direction (Baruch & Holtom, 2008; Simonton, 2003).

Furthermore, correlation coefficients ranged from (-0.147) to (0.442) and were
statistically significant at both (0.01) and (0.05) levels, 2-tail measurement. Most of
them exhibited a pattern consistent with proposed hypotheses of the study. For
instance, budget institutional adjustments hold a significant but negative relationship
with entity fiscal discipline

(r =-0.342, p < 0.05). This suggests that positive adjustments made in budget
institutions impair fiscal discipline efforts.

On the contrary, entity location-fiscal discipline relationship (r = 0.257, p < 0.01)
indicates that entity’s location directly affects how it executes its fiscal discipline.
Likewise, its location also directly affects the nature of budget institutional
adjustments it makes in a particular period. This is indicated in the output (r = 0.442, p
<0.01).
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Table 1: Variable Means, Standard Deviations, Reliability Coefficients, and
Correlations

Variable M SD 1 2 3 4 5 6 7 8 9

1. ServDelivery 3.06 1517 826

2. Accountability 3.1 1552  -340*  .871
3. ProjctCompltn 3.03 1497 -254 321" 794

4. FD 292 1607 188"  289* 285 843

5. EntityMeasur 297 1551 -276 144 278" -375* 816

6. TaxInnovatn 313 1529 -252° 433 A37* 240" -235% 839

7. GrantMgmt 295 1530 414 282 -168™ 122 -147*  -249% 768 :

8. BIA 307 1538 -353* -314*  -427*  -342°  -023  -060 -376" 825

9. EL 305 1526 236* -255* 182 257 008 121 232  442* 837

Source: Authors’ elaboration.

Notes: n=243; ServDelivery = Service Delivery; ProjctCompltn = Project Completion; FD = Fiscal Discipline;
EntityMeasure = Entity Measure; TaxInnovatn = Tax Innovation; GrantMgmt = Grant Management; BIA = Budgetary
Institutionalization Adjustments; EL = Entity Location; Reliability alpha coefficients in parentheses; ** Correlation is
significant at the 0.01 level (2-tailed); * Correlation is significant at the 0.05 level (2-tailed).

8. Hypotheses Testing

As indicated in the preceding section, study hypotheses were tested on a bi-
model (measurement and structural) basis. Supported by five latent items,
confirmatory factor analysis (CFA) results from the measurement model showed quite
significant item loadings and reasonable goodness-of-fit indices. The results support
structural equation modelling testing (Marsh et al., 2004): (Range: [0.43 — 0.97], p <
0.01; x2 = 967.53, df = 13, p < 0.01; CFl = 0.98; NNFI = 0.97; RMSEA= 0.02; SRMR =
0.06).

Besides, CFA was also performed on the Harman’s One Factor model to test for
the common methods threat to the study dataset. The model’s relatively weak indices:
[x2 =15.471; df = 18; x2/df = 0.860; IFl = 0.784; TLI = 0.898; CFl = 0.901; RMSEA = 0.101
(L.090, H.112)] indicated that data were free from that threat (Marsh et al., 2004;
Preacher et al., 2010).

Statistical results displayed in Tables 1 and 2 further suggest that the study
variables and majority of their constructs portray strong reliability coefficients and
significant factor loadings (B > 0.50, p < 0.01; a > 0.700). Coupled with minimal
common methods variance threat, Marsh et al. (2004) associate such output with a
robust and quite reliable study instrument’s construct and discriminate validity.

In phase two, a structural model was developed to facilitate structural equation
modelling (SEM) (Bollen & Stine, 1992; Marsh et al., 2004). However, in order to avoid
compromising SEM test results, the study variables had to be first evaluated for
possible multi-collinearity linkages. Conventionally, absence of the multi-collinearity
threat is established by tolerance values (TVs) and variance inflation factors (VIFs)
items that depict [(< 1.00); (< 10.0)] status respectively (Marsh et al., 2004). Table 2
(TVs) and (VIFs) output confirm that position.
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Notable simulation research (e.g. Beran & Srivastava, 1985; Preacher et al.,
2010) asserts that structural models with strong goodness-of-fit indices must be
adopted if study hypotheses’ direct and indirect effects have to be measured
effectively. Thus, we engaged the model with indices: Chi-Square (x2)=1.437; df=1;
p=.231; (x2/df)=1.437; GFI=.988; NFI=.988; RFI=.884; IFI=.996; TLI=.962; CFI=.996;
RMSEA=.043(L.000; H.186) at 90, to test the effects.

Table 2: Multiple Regression Coefficients and Structural Equation Modeling

Unstandardized  Standardized CR Collinearity 95%
HYP Model Coefficients Coefficients (t-value) Sig. Statistics Cl
B SE B TV VIF
Constant  8.263 1.421 - 5.813 .000 - -
Em 1.015 236 .830 4.303 001 816 1.225
Txi .361 215 610 1.676 116* 885  1.129
Gmt 303 205 587 1.480 161" 809  1.236
R2 574
Adj.R? 483
Direct
SEM Effects
H1: FSD «—— Em J73 1.739 372%
H2: FSD 4—— Txi 581 1.392 122%
H3: FSD <4—— Gmt .662 1.629 259
Indirect
Effect
H4: BIA. <——FSD -.647 1.293 313
ELN <—FSD -.521 1.386 .209** [-.067;, .024]

Source: Authors’ elaboration.

Notes: HYP=Hypothesis; CR=Critical Ratio; TV=Tolerance Value; VIF=Variance Inflation Factor; Cl=Confidence
Interval; Em=Entity Measure; Txi=Tax Innovation; Gmt=Grants Management; FSD=Fiscal Discipline; BIA=Budgetary
Institutional Adjustments; ELN=Entity Location; *p < 0.05; **p < 0.01; Hypotheses Status:H1 (Supported); H2
(Supported); H3 (Supported); H4 (Not Supported); BIA, ENL, and FSD are the study variables.

8.1. Direct Effect Tests

In Hypothesis 1, the study anticipated that in local government, entity measure
holds a positive relationship with fiscal discipline. Both regression analysis ($=.830, p <
.01, t-value 4.303) and SEM (B=.773, p < 0.01, t-value 1.739) results (Table 2) indicate
that data confirm that position. Hypothesis 2: tax innovation relates positively with
fiscal discipline also received data backing as per regression analysis (B=.610, p < .05, t-
value 1.676) and SEM (B=.581, p < 0.01, t-value 1.392) results. Similarly, regression
(B=.587, p < .01, t-value 1.480)-SEM (B=.662, p < 0.05, t-value 1.629) output suggests
that data support Hypothesis 3 proposition that grants management has a positive
relationship with fiscal discipline in local entities. Further, the study regression model
unveiled [(R2=.574; Adjusted R2=.483)] values.
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8.2. Indirect (Mediation) Effect Test

Conceptually, the method employed in testing mediation by SEM (Preacher et
al., 2010) is more or less analogous to that in Baron and Kenny (1986) and Kenny,
Kashy and Bolger (1998). In both approaches two models; 1 and 2, are considered.
While model 1 is developed to hold the potential mediator; that is, entity location in
the current study, model 2 is structured to suppress the mediator and enhance
(predictor-criterion) relationship evaluation (Baron & Kenny, 1986; Kenny et al., 1998;
Preacher et al., 2010).

Mediation is considered present no matter the (predictor-criterion) relationship
results status, but as long as the (predictor-mediator) and (mediator-criterion)
relationships display statistical significance (Kenny et al., 1998; Preacher et al., 2010).
The SEM-based mediation results are also presented in Table 2. Accordingly, the
results; [(B=-0.647, p < 0.01, t-value 1.293; B=-0.521, p < 0.01, t-value 1.386)], suggest
that data did not support Hypothesis 4. This implies that the location of an entity does
not have any bearing on the interaction between budgetary institutional adjustments
it makes and its fiscal discipline status.

In order to confirm the SEM results further, data were subjected to bootstrap
analysis as recommended in other simulation studies (e.g. Beran & Srivastava, 1985;
Bollen & Stine, 1992).

Bootstrapping first involves generating indirect effect confidence intervals (Cls)
by closely exploring the related model. The 2,500 replicated sub-samples exhibited a
statistically-insignificant (0.10) entity location effect-size with 95% bias-corrected (Cls)
[-0.067; 0.024] (Table 2). The effect is considered insignificant since its bias-corrected
(Cls); [-0.067, 0.024], enclose a zero value therein (Hancock & Nevitt, 2001; Preacher &
Hayes, 2008). These bootstrap results confirm that Hypothesis 4 was indeed not
supported by data.

9. Discussion

9.1. Study Contribution

The results of the first three hypotheses of this study are quite important and
add to the existing literature. However, the key contribution of the research is to
budgetary institutional adjustments-entity location-fiscal discipline literature. Entity
location was examined and indeed confirmed that it is not the mechanism through
which budgetary institutional adjustments affect fiscal discipline in local government.

Altunbas & Tornton (2012) describe fiscal discipline as that level of fiscal
performance in which local entities are able to mobilize revenue and effectively
manage expenditure and borrowing. When this capacity is executed through own fiscal
policy initiative, it creates regional stability, minimizes horizontal fiscal imbalances, and
promotes service delivery (Altunbas & Tornton, 2012; Blom-Hansen, 1999).
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Additionally, it supports the earlier work of Von Hagen & Harden (1995) which,
inter alia, found that fiscal discipline is not only helpful for maintaining prudent deficit
and debt levels, but enhances taxation and institutional compliance.

Adherence to various budgetary institutional adjustments is considered an
important signal of fiscal accountability. The findings of the current study are also in
congruence with empirical ideas expounded by Bahl & Bird (2008) in which effective
projects completion especially in resource-strained entities of Sub-Saharan Africa is
emphasized. Thus, in sum, this investigation is a big contribution to the contextual
mechanisms required for fiscal discipline in local government.

Furthermore, the research supports numerous findings of past empirical work
which argue that there is need to pay attention to entity budgetary institutional
adjustments (Alesina & Perotti, 1996; Alesina et al., 1999; Bird, 2011; Ebel & Taliercio,
2005; Olowu, 2003; Poterba, 1994). Consistent with Ebel & Taliercio (2005) and Olowu
(2003) observation that entity measure has serious bearing on fiscal discipline; this
study reiterates the point that the number of local governments affects available
resource package and thus its management.

Results of the current research further support the budgetary institutional
adjustments -fiscal discipline linkages in local entities. Specifically, it proves that tax
innovation is certainly a strong predictor of fiscal discipline as highlighted in the work
of Alesina & Perotti (1996) and recently Bird (2011). Adopting tax measures tailored to
local community payment capacity does not only enhance tax collectivity but also
significantly motivates taxpayers (Bird, 2011; Poterba, 1994).

The current results demonstrate that local entities in Sub-Saharan Africa in
general and those of Uganda in particular heavily rely on grants (inter-governmental
fiscal transfers) for budgetary survival. As indicated in previous studies (Alesina et al.,
1999; Ebel & Taliercio, 2005; Olowu, 2003), such entities must effectively manage
available grant funding if they have to achieve required fiscal discipline. This finding is
considered a noteworthy contribution to the existing literature especially in studies
where grants have often been overlooked.

As indicated earlier, past scholarly work (e.g. Blom-Hansen, 1999; Fjeldstad,
2006) attribute successful fiscal discipline operations in local government to its
geographical location. The more distant a locality is from the centre, the more funding
it may receive as per most budget allocation formulas in Africa.

However, the findings from the current research contradict that previous
empirical evidence. It offers support to the work of Bahl & Bird (2008), Ebel & Taliercio
(2005), and Olowu (2003) which found that despite location-setting benefits, various
rural-based localities still face fiscal discipline challenges. This is largely due to
manpower deficiencies, poor budgetary control oversight, and corruption. In a
nutshell, entity location is not necessarily a critical concern when formulating fiscal
discipline policy.
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10. Conclusion

This research is an important contributor to fiscal discipline literature in regard
to the management of public resources in general and those of local government in
particular. It stands out as one of the few studies in which the three fiscal discipline
constructs; service delivery, accountability, and projects completion, are examined in a
single study. The constructs have often been ignored by past research.

The research demonstrates that fiscal discipline in local government is quite
achievable even in resource-constrained and largely corrupt economies of the
developing world like those in Sub-Saharan Africa, Uganda inclusive. In support of past
empirical evidence (Alesina & Perotti, 1996; Alesina et al., 1999; Bird, 2011; Ebel &
Taliercio, 2005; Olowu, 2003; Poterba, 1994), properly executed budget institutional
adjustments can engender fiscal discipline. This is workable regardless of the entity
location under review in the country’s geographical set-up.

11. Theoretical and Practical Implications

Findings from the study impact local government fiscal discipline literature
generally and theory specifically on several fronts. Firstly, the study promotes the
theoretical position of the fiscal illusion theory (Krogstrup & Wyplosz, 2006; Winer,
1980) by introducing new insights of how fiscal discipline attributes; service delivery,
accountability, and projects completion can explicitly accommodate budget
institutional adjustments to enhance fiscal discipline.

Initially, the theory did not take in-depth regard of potential influence of
budget institutional adjustments in local entity fiscal discipline endeavours (Ebel &
Taliercio, 2005; Krogstrup & Wyplosz, 2006).

Secondly, the fiscal federalism theory posits that strategically-tailored budget
institutional adjustments can generate high profile fiscal governance in decentralized
economies (Bradford & Oates, 1971; Tiebout, 1956). By implication, that theoretical
view suggests that fiscal discipline in local entities is actually feasible. The current
research reinforces fiscal federalism theory by introducing the otherwise previously
overlooked budget institutional adjustments constructs of entity measure, tax
innovation, and grant structure into its theoretical framework. Consistent with past
research (Ebel & Taliercio, 2005; Olowu, 2003; Poterba, 1994), the study findings
suggest that fiscal discipline in local government is easily attainable but if the entity
measure-tax innovation-grant structure triangulation is effectually managed.

From a practical (managerial) standpoint, achieving acceptable fiscal discipline
standards has important implications for local entity administrators, employees, and
local community representatives. This research helps administrators and employees to
understand fiscal discipline relevance to entity performance. Such knowledge
reinforces the innovative capability of the entity. Its findings support the work of Blom-
Hansen (1999) and Von Hagen & Harden (1995) which states that local entity fiscal
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discipline does not only enhance fiscal performance and accountability but greatly
minimizes fiscal horizontal imbalances.

Blom-Hansen (1999) identifies horizontal imbalances with fiscal instability in
especially poorly resource-endowed local governments. The findings will therefore
help local communities to appreciate available services and support local revenue
contributions accordingly.

12. Study Limitations and Areas for Future Research

Like any other research, this study is not free from limitations. First, it was
conducted using a cross-sectional design. Cross-sectional methodology entails
collecting data at one point in time. Such snapshot approach renders inference to
causality results challenging (Baruch & Holtom, 2008; Simonton, 2003). Future studies
may adopt either random-sampling experimental approach or longitudinal
methodology in order to investigate variable causality more effectively (Marsh et al.,
2004; Scandura, & Williams, 2000).

Second, the study tested possible entity location mediation in the budgetary
institutional adjustments-fiscal discipline relationship. Its data did not support the
mediation hypothesis (H4) when tested by both the Kenny et al. (1998) SEM-based
path analysis direct and indirect effects approach, and through bootstrapping (Beran &
Srivastava, 1985; Bollen & Stine, 1992; Preacher et al., 2010). Nonetheless, much as
the dual mediation tests statistically dispel entity location mediation probability, more
research is required to investigate it further.

Additionally, there may be more mediators and even moderators which could
emerge in local government budgetary institutional adjustments-fiscal discipline
relationship. For instance, factors such as entity autonomy and manpower technical
capacity may be important for future studies investigation. The studies can also
conduct follow-up analysis of specific local entities known for fiscal discipline
challenges or excellence in other regions of Uganda. This will strengthen both
literature and theory quite significantly.

In summary, the findings of this study intend to inspire upcoming fiscal
discipline research in similar entities not only in Uganda and the Sub-Saharan Africa
region but also elsewhere where fiscal federalism is seriously unfolding. The resultant
motivation may engender accountability, transparency and quality service delivery
especially in resource-constrained and complex economies of the developing world.
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1. General Framework of VAT in Turkey

1.1. Taxable Event

Value added tax (hereinafter “VAT”) in Turkey is regulated under the Value
Added Tax Law, Law No0.3065 (“hereinafter VAT Law”). Article 1 of the VAT Law
provides that, among other things, deliveries and services which are deemed as
commercial, agriculture, industrial or self-employment activities and the importation
of goods and services will trigger the payment of VAT (Mutluer, 2007: 281). Therefore,
VAT is payable on every transaction involving production or the performance of a
service and the taxable event is directly connected with delivery or importation of a
good or execution or importation of a service (Kaneti, 1989: 388). Also, the article
10/1-b of the VAT Law set out that issuance and delivery of an invoice or similar
documents before delivery of goods or rendering of services is evaluated as taxable
event. Besides, it is stated in the article 10/1-1 that the commencement date of custom
tax liability is also considered as taxable event for VAT purposes regarding the import
transactions (Mutluer, 2007: 286; Sisman, 2014: 250).

The meaning of delivery is clarified under the article 2/1 of the VAT Law. In this
regard, delivery concept is the transfer of the right of disposition on a property to the
buyer or those acting on the buyer’s behalf by the owner or those acting on the
owner’s behalf (Mutluer, 2007: 282; Senyliz, Yiice & Gercek, 2018: 256; Oktar, 2018,
193). Moreover, according to article 2/1 of the VAT Law, it is also regarded as delivery
when initiation of the shipment started or when the delivery of goods to the carrier or
driver took place. Taxable events have been required to occur in Turkey. In this
context, pursuant to the article 6 of VAT Law, the delivery transaction or service should
be fulfilled or benefiting from the service in Turkey (article 6 of the VAT Law).

On the other hand, there are certain VAT exemptions or tax refund available
regarding exportation of goods and services (article 11), transit transportation and
business concerning the transportations of cargo and passenger between Turkey and
foreign countries by shipping, airway, road and railway (article 14), transactions carried
out by banks and insurance companies and subject to banking and insurance
transaction tax (article 17/4-e), deliveries of goods from Turkey to the free zone areas
(article 12/1) and the services performed in free zone (article 17/4-1), sale of the
participation shares and real estates by corporations on condition that the real estate
is held at least for 2 years (article 17/4-r) and etc., set out in the articles 11-17 of the
VAT Law (See Oktar, 2018: 193-209). There is also VAT refund for the non-resident
passengers (article 11/1-b) and tax exemption for goods have no commercial value
exceeding 150 € regulated via article 167/1-4 of the Customs Law No, 4458 (Senyiiz,
Yice & Gergek, 2018: 303).

Another significant VAT exemption is connected with export-registered
deliveries (article 11/1-c). According to the provision, VAT of goods delivered by a
manufacturer taxpayer resident in Turkey to such exporters, under the condition of
exportation, shall not be paid by exporters. In such condition, VAT shall be declared in
the statement for the period concerned and shall be assessed, accrued and deferred
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by the tax office, even if that VAT amount shall not be collected by exporters (Mutluer,
2007: 288). However, in case the goods concerned are exported within 3 months
following the delivery date to an exporter, the VAT amount which was deferred, shall
be canceled. Within this respect, when purchasing the goods from the suppliers in
Turkey, the exporter located in Turkey will purchase these “subject to exportation” so
that no VAT is paid. VAT subjected to such exemption will be arisen in the event that
the exportation of goods is not be completed within three months of the purchase
date.

There is also a VAT refund mechanism only for delivery of goods and services
that are either exempted from VAT or are subject to the reduced rate of VAT (Article
29/2 of the VAT Law). In such cases, the input VAT amount that is not able to be offset
against the output VAT amount may be offsetting from other taxes, social security
premium, debts relevant to municipalities and other public administration or refunded
on the basis of the principles to be determined by the Ministry of Finance (See Oktar,
2018: 216, 217).

1.2. Taxpayer and Tax Responsible of VAT

The parties liable for the payment of the VAT are the persons making delivery
of goods and providing services. However, persons who buy services or goods can be
held responsible from the payment of VAT in certain transactions (Kaneti, 1989: 389;
Mutluer, 2007: 284; Senyiiz, Yiice & Gergek, 2018: 258).

Article 9 of the VAT Law, arranges the topic of tax responsible, which is the key
subject within the scope of our paper. According to first paragraph of this article, if the
taxpayer hasn’t got any residence, place of business, a legal headquarter or business
center in Turkey and, in other cases considered necessary, by the Ministry of Finance,
the parties of the taxable transactions may hold responsible for the payment of VAT in
order to secure the tax claim. There is also new paragraph was added wording as
(Aydin, 2009: 126) “VAT amount regarding the services performed electronically to real
persons who are not VAT taxpayer by the party which has not any residence, place of
business, a legal headquarter or business center in Turkey is declared and paid by the
service providers rendering such service. Ministry of Finance is authorized to
determine procedures and principles of the application and scope of the said services
performed electronically”, in November 28, 2017.

It is understood from the above provisions that the article 9 of VAT Law
regulates a tax responsibility for the taxable events made by non-resident taxpayers
(Oktar, 2018: 191). In the event that a non-resident person or legal entity derives
income from a Turkish resident via delivery of goods or performance of a service, VAT
is calculated, declared by VAT return No. 2 and paid by the Turkish resident as tax
responsible. So, as a general rule, non-residents are not responsible for the payment of
VAT. Finally, the new paragraph stated above regulates the liability of foreign
electronic service providers. At this point, what does it mean to be “electronic service
provider” and what measures would be taken is the questions that we would like to
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analyze in following chapters. Because, this change does not stand for creating a new
type of liability. Taxpayers of the sales transaction made from abroad are always
foreign side. What has changed according to that regulation is basically about tax
responsibility. Pursuant to the new system explained below in detail concerning
taxation of B2C e-commerce, customer is no more involved in this transaction as tax
responsible.

1.3. Imposition, Accrual and Collection of VAT

Tax basis of VAT is purchase price of goods or services, which means VAT is
calculated over the invoiced sale amount (Mutluer, 2007: 294). Pursuant to the article
20/2 of the VAT Law, tax base covers and totals of money borrowed all type of
properties, benefit and service or other things with monetary value. Tax base includes
transportation, loading and unloading expenses made by the sellers to the place
determined from the recipient, packing costs, insurance amounts, commissions and
such expenses, taxes, duties, levies and charges and contributions to the funds, delay
interest, price difference, incomes as interest and premium, any benefit and service or
value under different names, stated under the article 24.

In accordance with the article 39/1 and the General Communique on VAT
Application (hereinafter “General Communique”), the Ministry of Finance set out every
month as taxation period for the taxpayer and tax responsible. In this regard, VAT
Return No. 1 should be submitted by the VAT taxpayer to the relevant tax office until
the 20th day of the following month of relevant taxable event and accrued tax shall be
paid until the end of the 26th day of the same month. However, pursuant to the said
General Communique, VAT arisen from import transactions shall be declared and paid
together with custom duties.

The legislator determined the general VAT rate as 10% (article 28/1 of VAT
Law). On the other hand, the above said article had been given the Council of Ministers
the authorization to reduce this rate down to 1% or increase it up four times and
specify tax rates for various goods and services and retail phase for some of the goods,
by the time the article 90 of the Decree Law No. 700 came into force on July 7, 2018
and assigned the mentioned authorization within the same scope to the President of
the Republic. In this context; all deliveries of goods and services that take place in
Turkey are subject to VAT at rates varying from 1% to 18% according to the Decree of
the Council of Ministers, No. 2007/13033 (hereinafter “Decree”).

Although the VAT rate less than 18% is usually exceptional, there are some
goods and services, the VAT rate of some goods and services were reduced to 8% for
List Il or 1% for List | annexed to the Decree, such as yarns and filaments used in the
production of yarns, all types of fabrics, internal and external clothes. The VAT that a
taxpayer pays for goods and services purchased (input VAT) can be offset against
(deducted from) the VAT calculated on deliveries of goods and services made (output
VAT). When the amount of output VAT is greater than the input VAT, the difference
shall be paid to the tax office by the taxpayer (Aydin, 2009: 114-115). In the event that
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the reverse is true the balance is carried forward to be offset against future output
VAT. In other words, the taxpayer is required to submit VAT returns to the tax office on
monthly basis. The VAT difference to be paid to the tax office is calculated by way of
deduction of the output VAT amount from the input VAT amount. In the event that the
reverse is correct, the input VAT amount exceeds the output VAT, the balance is
carried forward to be offset against future output VAT amount and transferred to next
taxation period (Kaneti, 1989: 391). Thus, it is not refunded. This regulation is so-called
“reverse charge mechanism” and does not create any tax burden for both Turkish and
non-resident individual, except for its cash flow effect for the former (Bicer & Uslu,
2018). This system relies on taxpayers who are obliged to register themselves and
submit a monthly tax return. This system is used mostly transactions between business
to business (B2B) (Ozdemir, 2014: 58).

Regarding the above issue, as per the chapter titled “Deduction of VAT paid by
Tax Responsible” of the Communique Serial No. 49 VAT, the tax responsible could
deduct the VAT amount within the scope of declared tax return No. 2 from the tax
return No. 1 in the same month. However, the taxpayer’s right to deduct the real
accrued VAT is applicable providing that the invoices and similar documents have to
contain VAT amount, issued and recorded in legal books. In addition to that, the
application of deduction shall not be exceeded the calendar year of registration date
pursuant to the article 29/3 of VAT Law (Oktar, 2018: 215; Aydin, 2009: 115).

2. New System in Taxation of B2C (Business to Customers) E-Commerce
and Its Problems

When the digital transactions are not properly taxed, e-commerce can damage
the competition in the market and cause heavy tax burden on classic consumer (Unsal
& Ubay, 2017: 24). At the one side we see, EU trying to solve this problem and abolish
geo-blocking regulations in order to get neutral cross-border digital transactions
among its countries. They want to be sure that it is equally profitable to do online
shopping between EU countries. (Hutchinson, 2018: 297-298). This problem is solved
in EU within B2B context with “Mini One Stop Shop”. (Cetin Gerger and Gergek, 2016,
70). Where firms are registered in one country of EU and this country is responsible of
both collection and distribution of collected tax among EU countries. However EU is
also struggling to deal with B2C (Business to Consumer) transactions. Turkish Ministry
of Finance has published a Communique No. 17 on VAT (hereinafter “Communique
17”) in an attempt to solve the problem about inefficiency of old system, where final
consumer did not committed to perform his duties as tax responsible. This regulation
actually based upon the article 41 of the Law numbered 7061 (“Amendment of Certain
Taxes and Laws and other Acts”), dated November 28, 2017 and has amended the
article 9 of the VAT Law (Dikmen, 2018: 99). The Communique is regulating taxation of
the sales of electronic goods to individual customers with no VAT-registration. The
target groups of this regulation are parties that have no residence, workplace,
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registered head office and business center in Turkey and whose services provided
electronically (Budak, 2018: 73). Although target group was clarified by Communique,
new system founds its real roots in code itself. That is a good point to highlight in
respect of principle of legality for taxes. This regulation is actually a successor in
respect of digital taxation. There was also a change in article 11 of VAT Law relating
withholding mechanism in income tax and corporate tax. (Oksiiz & Tiirgay, 2018: 151-
152.)

Before that legislation, there was a different mechanism going on in the area of
VAT. In past, the above-mentioned general VAT application namely “reverse charge
mechanism” was in force regarding these e-commerce transactions. Foreign supplier
of electronic goods was not coerced to register for VAT. Because, their resident
customers were responsible on behalf of them. The customers located in Turkey were
obliged to declare the realized VAT with the “VAT Return No: 2” and then can benefit
from tax deduction when they would give their own personal “VAT Return No: 1”.
Therefore, customers were tax responsible in this system, upon the transactions they
have made. However, this application was not ensured to collect VAT derived from B2C
e-commerce due to the fact that consumers were not followed in the matter of their
responsibilities on VAT Return No: 2.

The efficiency of old system, will actually be assessed separately herein below,
was highly doubted (Ceran & Cicek, 2014: 303). In short, applying reverse charge
mechanism in B2C sales was a big fail for Turkey (Yiice & Akbulut, 2018: 117).
Demanding individual customers to remit tax on remote services was too much of a
burden. As Hellerstein puts it this was a “tax on honesty” and did not really work
(Hellerstein, 2016: 621). Therefore, new system, with aforesaid changes was
introduced. With this new system, electronic service providers have to register and
submit tax return for VAT. This declaration will happen via ‘VAT Return No: 3’. In case
of violation of these obligations, according to Communique 17, punitive provisions of
Turkish Tax Procedural Code No. 213 will be revoked. Before we explain in detail, one
can say about new system is more effective from old one. However, it misses again
certain points such as regular feedback of banks related to transactions executed by
electronic service providers as we also explained in following chapters in detail.

2.1. Taxable Event on the B2C E-Commerce

Turkish VAT Law attributes the taxable event in any delivery and service to be
based in Turkey (Art. 6). In this regard, selling online electronic goods deemed as a
service. OECD and other countries accepted that as such. (Pozvek, 2017: 39). Especially
with cloud computing, the electronic service approach is getting stronger and become
more extensive (Hojnik, 2018: 74). The virtual stores get a commission over the
amounts derived from application sales (Kiikrer, 2016: 584). In this regard, article 11 of
EU Regulation (1777/2005) gives us guide to define electronically supplied service as
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“Electronically supplied services shall include services which are delivered over the
internet or an electronic network and the nature of the service in question is heavily
dependent on information technology for its supply”. Since the benefit of e-commerce
takes place in Turkey, it is also deemed that service was given in Turkey according to
Turkish law and subject to VAT. Therefore, whenever electronic sales transaction of
goods to a customer in Turkey is completed, taxable event occurs. Draft Communique
17 was enumerated some of the transaction types however, this was not a numerus
clausus enumeration. “Electronic Services are defined under 3 main categories: Radio
and television broadcasting services, Telecommunication services, Other services
provided in electronic environment. Monitoring or listening to radio and television
programs at a user-selected time, depending on a program catalog organized by the
media service provider. Voice, written and visual telephone services over the Internet.
Accessing or downloading music, voices outside of music, movies. Accessing or
downloading electronic books and other electronic publications. Accessing games or
downloading games, in-game purchases and services for remote play of games. All
kinds of software supply (including access and download) and updating” (Whole list
was enumerated on www.digitalservice.gib.gov.tr; KPMG, 2017. For more general
scope of e-commerce Yiice & Akbulut, 2018: 110).

Therefore, Communique 17 uses a broader scope with the term “electronically
provided service” (Ekinci, 2018). Finally, we would like to point out in the context of
Communique, when transaction made in foreign currency, tax will be evaluated on
Turkish lira upon the currency published by Turkish Central Bank at the day of taxable
event (Karakocg, 2018: 54).

2.2. “Electronic Service Provider” as Taxpayer

As it stated above, taxpayer of this kind of transaction is non-resident seller
acting without creating a business office or permanent establishment in Turkey,
named as “electronic service provider”. So what does it mean to be an electronic
service provider? This terminology was introduced Turkish legal system just recently
and yet with the Communique 17.

As we first look to text of the Turkish VAT Law Art. 9, we see the phrase “the
services performed on electronic medium”. What are those services? Are there any
specific criteria (threshold etc.) to be deemed an electronic service provider other than
that vendor just having no nexus in Turkey and to deliver digital services to real
persons? These questions remain unanswered in the mere text of the law. What law
does, is to link (direct) us to secondary legislation. Article 9 follows, “Ministry of
Finance is entitled to set procedure and principles related to implementation and also
scope of the services performed on electronic mediums.” With these reference we find
Communique 17 published by Ministry of Finance.
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Communique 17 states in 2.1.2.1.2.1, “Whoever has the right of claiming
compensation from customer, setting the general clauses related to service or obliged
to perform the service would be deemed as electronic service provider.” Therefore,
that is the definition of electronic service provider. This means it is possible to be a
taxpayer, without performing a service. For example, Play Store would be classified as
taxpayer as it holds right to claim for compensation, although it did not perform any
service. However, the view of the OECD is that a website or website hosting
arrangement through an internet does not in itself constitute a permanent
establishment (Bardopoulos, 2015: 203).

In this case, another question arises, if the obligation to perform and to claim
compensation lies with two different identities, which one should be identified as the
electronic service provider? According to us, it can be both. Because, in the case of
Play Store it also possible to claim that Google is both obliged to perform (in the name
of developer) and entitled to claim compensation. Therefore, there is room for legal
ambiguity on this point.

It is said in the Communique 17 that “where electronic service provider did not
explicitly state or it is not written on the contract between parties or, it is not reflected
on the invoices or other related documents, value added tax related to services
performed on electronic medium shall be declared and paid by who intermediates the
electronic service supply”. So, in the event that electronic service provider cannot be
determined within the scope of electronic agreements, invoices or etc.,, the
intermediaries are characterized as tax obligatory. However, this provision of the
Communique is worth to highlight. It is not clear what is to be an intermediary. Is the
Communique referring to banks, other payment intermediaries, proxy servers or just
persons? There may be also another option that, is it just referencing platforms that
enables people to sell their digital product via popular electronic store (i.e. Play Store,
Apple Store). As we stated above, when we are unable to find real taxpayer, we can
detect it by the measure of right to claim compensation. In most of the cases,
platforms (digital stores) as such would be responsible as electronic service providers.

2.3. Taxpayer Threshold for Foreign Vendors to Register as Electronic Service
Provider

When non-resident vendor performs a service in an electronic medium to non-
VAT responsible consumer, taxable event occurs regardless of this service having the
value whether 1 or 1000 Turkish Lira. As we see, there is no threshold for non-resident
vendors to enjoy refraining to register their profit (Konca & Durgun, 2018). As the
OECD puts it, it is the duty of the country of taxation to simplify and make it easy the
process of compliance for non-resident vendors (OECD, 2015). This regulation of
Turkey can influence the compliance rates negatively.
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USA, EU and most of the other countries have thresholds for foreign vendors to
register (Silva, 2014: 161). In fact, some studies show that compliance level is low
when there is no threshold (Satterthwaite, 2018: 195-196). Since Turkey applies no
threshold yet for its local companies, it could be a great chance to test it first on
foreign vendors.

In the case of threshold, how do countries check if the vendors exceed that
limit is another question. However, for example in Norway, government wants non-
resident vendors to register after exceeding one threshold and adds that if
government detects that vendor already exceeded that threshold then vendor should
pay the occurred tax (The Norwegian Tax Administration, 2017). In our view, Turkey
should put a threshold in order to protect both tax neutrality and potential revenue
problem. In Turkey (Communique 17, 2.1.2.1.2.2.) and as well as in EU (European
Council, 2011: Art. 63c), non-resident vendors are not obliged to keep books. They are
obliged to keep the invoices and other related documents for 10 years (European
Council, 2006: Art. 369/2 and 369k.) in EU (EU Commission, 2016: 17) and 5 years in
Turkey. These documents should be kept ready for presentation when the controllers
have asked to do so. In Turkey, if they fail in preservation and presentation of aforesaid
documents there will be consequences with regard to tax evasion and tax assessment
together with tax penalty.

However, when there are no books to analyze in detail, above all to assess
basis, and to do cross check, it is very hard for tax administration to investigate the
accuracy of tax returns. Other obstacle in front of the local tax administration is the
audit. When there is no physical existence and no books whatsoever, it is impossible to
conduct a classic audit. Other versions such as electronic audit could be the solution.
Or in more classical way, basis valuation commissions will calculate the basis,
administration will accrue the tax and if the vendors think differently than they should
prove it otherwise on their own before the court. Since the taxpayer failed his duty to
inform the tax authority prior to assessment, now burden of proof relating the
inaccuracy of assessment would be on his shoulders.

Last solution brings so much compliance burden on the shoulders of non-
resident small and medium enterprises. Since these small and medium enterprises will
not possibly have a chance for legal counsel in Turkey it will damage their business
(Karakog, 2018: 55).

2.4. Place of Taxation and Other Problems

Problem of place of taxation is the problem of which law should be applied to
supposed taxable event. Either sellers or customer’s country law will be governing.
Sellers place redeemed as place of taxation on cross border sales of digital goods in EU
before 2015. However, it was changed because of BEPS initiative (EU Commission,
2016: 17).
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When place of taxation was accepted as sellers’ location, sellers who exports
digital goods to foreign countries did enjoy great exemptions. Since countries wanted
to boom their export industry, limit for exemptions was high (Pozvek, 2017: 38).
However, when some countries of European Union started to set their limits very high,
then small and medium enterprises started to settle themselves in those countries and
following caused tax erosion for other countries (Oksiiz & Tiirgay, 2018: 146; Budak,
2017: 298; EU Commission, 2016: 17).

As a result of above said discussions, EU has changed its place of taxation rule
in 2015 to customers’ location (Hojnik, 2018: 78). Since OECD’s Base Erosion and Profit
Shifting Action number 7 requires to define digital nexus (Mastar Ozcan, 2016: 79), it is
suggested by OECD to establish new type of nexus based on “significant economic
presence” (Budak, 2017: 310).

How was the situation in Turkey? Namely, place of taxation on cross border
import of B2C digital goods has been always customers’ location in Turkey. As stated
above, Turkish VAT Law attribute the taxable event in any delivery and service to be
based in Turkey (Turkish VAT Law Art. 6). At this point, selling online electronic goods
deemed as a service. OECD and other countries accepted that as such. As a result,
since the benefit takes place in Turkey it is also deemed that service was given in
Turkey according to Turkish VAT Law Art. 6 (Yalt, 2003: 233; Cetin Gerger, 2011: 65).
We can conclude that, Turkey’s approach to place of taxation in this matter was true,
even before the new legislation of EU after 2015.

2.5. General Measures to Enforce New System

Communique 17 states that in the case of non-compliance of new system as
mentioned above is occurred, punitive measures of Turkish Tax Procedural Code will
be revoked. However, before that, an ex officio assessment derived from the article 30
of the Tax Procedure Law No. 213 will be made. In Turkish tax law, there are four ways
to assess tax basis. These are; based on (self-assessment) tax return, ex officio,
additional and administrative assessments.

According to the imposition over the tax return, tax administrations are obliged
to assess and accrue the tax by taking into consideration the tax payers’ written
declarations including the tax basis. Apart from first method, tax administrations
mostly assess the basis in person (Oncel, Kumrulu & Cagan, 2015: 95). In such
circumstances, when the tax basis cannot be detected in part or whole from books,
records, documents or other statutory measures or situations and also in the event of
violations of the obligation to submit a tax return, tax administrations are obliged to
assess the tax through ex officio method. In such circumstances; lacks of books, invoice
or other documents are not hindering tax administration to make an assessment.

Obviously, it is a technical matter to assess tax basis. Thus, basis valuation
commissions may be deployed. These commissions are consisted of both agents of tax
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administration and representatives of taxpayers (Tax Procedure Law, Art. 72). These
commissions have auditing authorization and so the Turkish Court of Cassation -
Regional Administrative Court and/or Council of State- expects them to fulfill this
obligation (Aslan & Karakog, 2016: 261). They should, if they found any, check the
books or other documents. However, if those documents lack, they are also entitled to
base their assessment upon criteria such as; sector of taxpayers, general profit,
business volume, capital sum, how many workers are employed, state of stocks etc.
(Karakog, 2011: 717).

Interestingly, it is not possible for taxpayers to claim nullity by action against
the reports of basis valuation commissions whereas for tax administration means for
action is open. Upon the result of the attitudes of tax administration, taxpayers may
be faced with two different scenarios. In first scenario, tax administration does not
take an action against the report and assess the basis in compliance with report, and
then sent notice. At that point, if the taxpayer takes an action for this notice then he
can prove the contrary of report by expert and other complementary evidence. In
second scenario, tax administration takes an action against the report and court does
not find that commission decision justified. In this situation; some authors say that if
authenticity of report is approved by court, it will be impossible to apply administrative
remedies such as negotiation -in German Law “tatsdchliche Verstdndigung”- (Karakog,
2011: 707). However; in any case, if the taxpayer does not involve with the judicial
procedure at the end, it should not be forgotten that he will be faced off with a
precautionary attachment issued by tax office. If that doesn’t work, some of the
authors discuss the possibility of blockage of access to internet site which non-
compliant firm operates (Karakog, 2018: 54).

2.6. Punitive Measures Against the Violation of New System

According to this matter, Turkish Tax Procedural Code regulates 3 different way
of punitive measures. First one is loss of tax fine, second one is special irregularity fine
and the last one is general irregularity fine. Starting with first, Tax Procedure Law Art.
344 says “when loss of tax arises in accordance with the conditions stated in Art. 341,
taxpayer or tax responsible will be fined with the amount of tax have been lost”. In this
context, Art. 341 of Tax Procedure Law states that “tax loss means, late or less accrual
of tax, due to default of obligations in respect of time, or less fulfillment of these
obligations by taxpayer or tax responsible”. Article 5 of the Law on Collection
Procedure of Assets, No. 6183, provides a late fee for the payment made after the due
date, in rate published in Presidential Decree numbered 62 as “2%"” per month.

When it comes to special irregularity fines, we first encounter with the
obligation of e-tax return. Communique stated that “electronic service provider”
should electronically declare their “VAT Return No: 3”. They are not obliged to submit
blank return if they don’t cause taxable event to occur (Dikmen, 2018: 101). However,
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in the case of negligence of general obligation (when taxable event occurs), a fine will
be arisen (Art. reiterated 355/4 of Tax Procedure Law). This fine is irrelevant of tax loss
fine. Amount of penalty is gradual and changes every year with the decree of
President. This year’s amounts are highest being 1.400 Turkish Liras and lowest being
350 Turkish Liras. There is also a discount mechanism on the execution of this fine.
When vendor submits his late e-tax return by 30 days later he gets 1/10th of the
aforesaid punishment, and after 60 days, rate increases to 2/10th. Finally, after 60
days of negligence, punishment is full whether e-tax return has submitted or not.

Additionally, according to Communique 17, it is possible for electronic service
providers to enjoy VAT refund under special conditions. In order to get VAT refund,
“electronic service providers” should have bought something related to their provided
service from resident VAT responsible sellers in Turkey. Invoices of these transactions
should be kept and exhibited on demand. If these keeping obligations are omitted,
article 352 of Tax Procedure Law applies. This irregularity fine is a fixed fine and
changes every year, which is applicable 80 Turkish Liras for 2018.

3. Conclusion and Evaluations

Within this paper, we have tried to analyze recent Turkish approach in taxation
of B2C e-commerce. We have stated that globalization and the internet made e-
commerce as complex as never before. Consequently, firms can operate on a cross-
border level without needing any of residence or place of business. Within this
concept, therefore, it is almost impossible to tax these entities in respect of corporate
tax. On the other side, developing countries, like Turkey, do not want to discourage the
investors but they also want to minimize the revenue loss. However, in short our first
impressions are quite positive about new regulation.

To solve this problem, VAT comes our help. As we stated, there are different
methods to collect VAT. Turkish government did put away one of the inefficient
methods for B2C transactions, namely “reverse charge mechanism” and introduced
somehow more effective register system.

Obviously, government has to be informed from transactions in order to check
accuracy of tax returns. Within the context of B2C commerce, Turkish banks were first
obliged by law to regularly report cross-border transactions which payment made
through them in Draft Communique 17. However, this article was removed in
Communique 17’s last version. It is most likely that Turkish government prepares legal
and technological infrastructure to lay out this mechanism. Once this mechanism laid
out, there will be also room for Turkish banks in execution/confiscation provisions. As
of now, all banks taking part within electronic payment system are obliged to provide
information about B2C e-commerce transactions if requested by the Ministry of
Finance in the context of article 148, 149 and 151 of Turkish Tax Procedural Law No.
213. As a result, tax assessments can be made according to the informations related
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to electronic commercial transactions gathered from banks. However; there is no
regular feedback of banks related to transactions executed by electronic service
providers and determination of which tansactions or vendors are within the scope of
information garhering sysytem. The main reason of such uncertainties is the status of
undetermined threshold for relevant transactions.

On the other hand, it should be taken into account that absence of assets of
foreign electronic service provider is a big problem for enforcement. Within the
context of this problem, which effective forcible method will be followed in order to
collect such tax amounts becomes another uncertain subject. Therefore, this problem
of collection method should be considered on a preferential basis and clarified. The
first method coming into mind is that to collect the overdue tax debts via “electronic
attachment system” that allows an electronic attachment procedure applicable on
monetary claims arisen from payment orders made by consumers. However, we think
that this kind of “e-attachment” applications may break the international banking
system on credit card provision and create private law problems between banks and
claimants (“electronic service providers”).

To sum up, firms started to submit their tax returns by April 2018. They
continue as now to do so. From this point of view, new system is actually working quite
well. Nevertheless, it is also ambiguous to detect what would be in case incompliance.
There is yet no judicial or administrative decree on this point. However, we guess,
there is enough instrument in Turkish Tax Procedural Code to ensure the payment of
the tax. Both administrative assessment and tax fines will help to accomplish that task.
When it comes to the enforcement of these measures, banks may help to achieve that
objective. We expect the regulations in future which oblige them to inform
adminstration related electronic transactions. Moreover, Turkish tax law allows
administration to apply electronic attachment to bank accounts. When the necessary
legal infrastructure laid out, banks could take active role in such attachment. In this
case, vendor’s account primarily and consumer’s as secondarily may encounter with
this measure of attachment.
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1. Introduction

The struggle between capital holders and labor force to share the generated
income is an old story dating back to feudalism, maybe long before. The fight over the
share of the income between the two generally favors the capital holders as the
modern world economic structure relies on capitalism. Unfortunately, this reality
made the income distribution unbalanced and skewed to capital. As aresult, the labor
force began to form unions to protect their share. Therefore, the question here is
“does unionization have an effect on labor shares?”

Thus, to answer this question we investigate the effects of unionization of the
labor force and capital openness on labor shares of income distribution for OECD
countries. Our expectation is that in the OECD countries, the relationship between the
unionization rate and labor shares of income is positive while the relationship between
capital openness and labor share is negative. Literature and our findings also support
our expectations.

Schultz & Mwabu (1998) has examined union wage effects in South Africa
among Africans and whites, controlling for human capital variables, rural residence,
and industry; and found that union membership among African workers increases their
wages by 145 percent at the bottom tenth percentile of the wage distribution and
increases their wages by 19 percent at the top 90th percentile. Among white workers,
the relative increase in union wages is 21 percent at the tenth percentile but is
associated at the 90th percentile with a reduction of 24 percent.

Wallace, Leicht & Raffalovich (1999) utilized time series equations for quarterly
data in the US from 1949 to 1992 and investigated the impact of union membership
and strike activity on the labor’s share. They found that union membership
redistributed the income from capitalists to workers throughout the post-war capital-
labor accord. However, after 1980, the weakened position of organized labor
prevented unions to have a re-distributional impact. Also, they didn’t find any evidence
that strikes having a re-distributional impact.

Jayadev (2007) measured the capital account openness for world countries
basing it on the Quinn’s index after controlling for GDP per capita, trade ratio, trade
taxes, real interest rate and budget deficits. He examined its effect on the labour
share; and found that as capital account openness increases, the labor share of income
diminishes.

Fichtenbaum (2009) analyzed the U.S. manufacturing sector from 1949 to 2006
with time series analysis and found that labor’'s share of income declined
approximately 25 percentage points in this period while around 28% of that decline is
explained by the decline in unionization.
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Herzer (2014) found a negative long-run relationship between union density
and income inequality in Ireland for the period of 1963-2000 employing time series
cointegration and causality analyses.

Young & Zuleta (2015) use a panel of US industries over the years of 2002-2005
(4 years) to investigate the relationship among labor shares, union membership rates,
and ratios of capital to value-added. They relate industries’ labor shares to their union
membership rates while controlling for capital-to-output ratios, labor adjustment
costs, and biased technical change; also, a measure of globalization. Across US
industries and time, they find that union memberships positively and significantly is
associated with labor shares.

Elveren, Marr & Renard (2017) examined the effects of female participation in
the labor force on profits and capacity utilization by utilizing indirect and 2-stage least
square regression method by controlling for the gender wage gap, unemployment,
unionization rate. They found that increasing female labor force participation and
gender wage gap increases the profits and capacity utilization while the increase in the
unionization rate decreases the firm profits and doesn’t affect the capacity utilization
significantly.

Young & Lawson (2018) analysed the relationship between the economic
freedom and labour share for 93 OECD and non-OECD countries while controlling for
various variables such as union density, democracy, real GDP, size of government, legal
structure, and school enrolment etc. by utilizing panel least square regressions and
found that economic freedom positively affects labor share. Also, their regression is
controlled for unions only in one regression and they found a positive effect, but it was
not statistically significant. However, they relate the capital’s share with economic
freedom and use Fraiser Institute’s Economic Freedom of World index (EFW) to
measure against labor share. As can be seen from the brief literature review, the labor
share of national income can be related to many things including political factor. This
paper empirically and spesifically investigates the relationship between union
membership ratio and the labor share of national income. Figure 1 below can give a
sense of relationship between the labor share and distribution of national income.

As can be seen in figure 1, an increase in union membership is associated with a
decrease in the income that is going to the top 10% of the population (vice versa).
Then it can be inferred that a rise in unionization leads to a fall in the share of capital
which in turn can be inferred as a rise in the labor share of income from the production
function.
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Figure 1: Union membership and share of income

Union membership and share of income going to the top 10%
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Source: U.S. Census Bureau and Piketty and Saez (2013)
Economic Policy Institute

Source: Mishel & Schieder, 2016.

2. Theory

The analysis here is based on the neoclassical production function. According to
the production function, income or GDP is a function of labor and capital. GDP is
distributed to the production factors, namely capital share and labor share. The Cobb-
Douglas production function is revered as the most common representation of an
economy. Thus, we here assume a neoclassical production function as follows

Yie = f(Kit'AitLit) (1)

Here Y, A, K, L respectively denotes output, technology (productivity), capital,
and labor, where AL denotes effective labor.

Vi = b = F (I ) = F(1, 2 (2)
Vie = S ==k 3)
Le =2 yie = £(li) (4)
Yit = Vit Kit = f(lit)- Kj; (Assuming constant returns to scale) (5)

where yj. is output to capital ratio and k;; is capital to output ratio, and l;;
effective labor per unit of capital.
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The marginal product of labor is the partial derivative of Y according to L and
describes the wage rate, denoted by
aY;
= Ei,: = Ajt. f’(lit) (6)
while the marginal product of capital is the derivative of Y according to K and
describes the profit rate, denoted by

= S = 1) = L. P () 7)
Yie = w. AL + 1. Kje (8)
Vit = W.lig +r1 (9)
1= I (10)

Yit Yit

. wl , . .
where the economy’s labor share is % and the economy’s capital share is yL
it it
Thus, labor’s share is represented by the share of labor compensation in GDP in this

study.

_ wlhie _ Aef (il
labour share = vie (i) (11)

The elasticity of substitution between labor and capital:

_ 3/
AW/ ) 12)
Let K/L be denoted by k, then it becomes
U 2
(f"(R) w (13)

P= " m®@)r® rk

If the elasticity of substitution (p) equals 1 (p=1), there is no change to the
capital’s share. If p>1, capital’s share will increase when k increases. If p<1, the
capital’s share will decrease and labor’s share will increase when k increases.

Thus, as the capital share increases, labor share decreases. We assume that
unionization affects labor productivity. We, therefore in this paper, test explicitly and
empirically how unionization affects labor share through productivity variable.

3. Data and Empirical Analysis

Our following estimation model is based on Young & Lawson (2014) with our
additional variables especially unionization rate. The regression analysis covers the
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OECD countries and the period of 1999-2011. The time span is based on the
availability of the data during the research.

labsh;; = By + B;kaopen;; + B,tud;; + Bsgcfi + Bypolsta;; + Bsgdpg;c(14)

where labsh is labor share of income; kaopen is Chinn&Ilto capital account
union membership

openness index; tud is trade union density ( ); gcf is gross capital

employment
formation percent of GDP; polsta is political stability and absence of violence, and gdpg
is gross domestic product growth. Data is gotten from Penn World Tables 8.1 (labsh),
World Development Indicators — World Bank (gcf, gdpg), Worldwide Governance
Indicators — World Bank (polsta), OECD Statistics (tud), The Chinn-lto Financial
Openness Index — Portland State University (kaopen).

Table 1. Descriptive Statistics

labsh kaopen tud gcf polsta gdpg
Mean 0.58 1.88 29.72 23.49 0.70 2.48
Median 0.60 2.39 21.71 22.86 0.86 2.78
Max. 0.75 2.39 92.47 39.35 1.67 10.83
Min. 0.35 -1.19 6.23 13.87 -1.62 -14.72
Std. Dev. 0.08 0.96 20.48 3.98 0.66 3.26
Obs. 352 352 352 352 352 352

Source: Authors’ elaboration.

The Chinn-lto (kaopen) Index is an index measuring a country’s degree of
capital account openness constructed by Chinn&lto based on binary dummy variables
that codify the tabulation of restrictions on cross-border financial transactions
reported in the IMF's Annual Report on Exchange Arrangements and Exchange
Restrictions. Index approximately ranges from -2.5 to +2.5, higher number implying
greater openness for capital account. As it can be seen from table 1 median is a high
number of 2.38 implying most of the OECD countries have high capital openness ratio.

Labour’s share of income is the share of labor compensation in GDP at current
national prices and used in the production function. Theory postulates that sum of the
labor share and capital share equals one. The mean (0.58) and median (0.60) of labor
share show that labor’s share of income is around 60% of GDP and have a higher share
than capital in most of the OECD countries. This is a plausible statistic. Because most of
the OECD countries are developing countries and most of them are in the transition
period from the labor-intensive production structure to capital intensive production
structure.
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Trade union density is the ratio of union members in totally employed people.
Higher density translates to higher union membership thus greater unionization rate.
Mean of 29.7 means that in OECD countries on average 30% of the employed are
members of trade unions.

Political Stability and Absence of Violence/Terrorism measures perceptions of
the likelihood of political instability and/or politically-motivated violence, including
terrorism. Estimate gives the country’s score on the aggregate indicator, in units of
standard normal distribution, ranging from approximately -2.5 (weak) to 2.5 (strong). A
value of 2.5 means politically stable while -2.5 means instable. Looking at the statistics,
it can be seen that OECD countries are mostly stable but they have concerns usually.

Gross capital formation percent of GDP consists of outlays on additions to the
fixed assets of the economy plus net changes in the level of inventories. It seems that
in OECD countries on average 23% of GDP is formed by capital investments.

On average OECD countries have approximately 2.5 percent growth rate.
Below is the estimation results.

We used Generalized Least Squares Method to eliminate the autocorrelation
issues directly in the weighting matrix of the regression, also Ordinary Least Squares
have a stable variance and normal distribution assumptions which don't hold in our
data set, however, GLS can be used in this situation.

Table 2. Fixed Effects vs. Random Effects- Hausman Test

(b) (B) (b-B) sqrt(diag(V_b-V_B))
fixed random difference S.E.
kaopen -.0061 -.005 -.0005 .0003
tud .0009 .001 -.00006 .0001
gcf -.0004 -.0003 -.00002 .00002
polsta .012 .013 -.001 .0007
gdpg -.001 -.001 .00006 .00003
chi-square (5) = (b-B)'[(V_b-V_B)*(-1)](b-B) 8.01
Prob>chi-square 0.1558

Source: Authors’ elaboration.

Firstly, we estimated regression for both fixed effect and random effect models,
then used the Hausman Test to determine which model is the correct choice for our
data set.
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b = consistent under Ho and Ha
B = inconsistent under Ha, efficient under Ho
Test: Ho: difference in coefficients not systematic

From Table 2 it can be seen that Prob>Chi2=0.1558 which means Ho is accepted
indicating a difference in coefficients are not systematic, the individual level effects are
adequately modeled by a random effects model, thus Random Effect model is better
for this regression.

Table 3. Panel GLS Random Effects Model Regression Results

Labor share coefficient t-Statistic
Constant 0.57 31.70 **x
kaopen -0.005 -2.90 ***
tud 0.001 3.89 x**
gcf -0.0003 -1.12
polsta 0.013 3.29 x*x
gdpg -0.001 -5.13  k**
R-squared: within  =0.1830 Wald x2 (5) = 75.85
between = 0.1561 Prob>x2 = 0.0000

overall =0.1565

Source: Authors’ elaboration.

According to regression results in Table 3 all the variables, excluding gross
capital formation, are statistically significant at 1% significance level. Results support
our hypothesis. That is, trade union density, that is, increased unionization of labor
force has a positive effect on labor’s share of income. Also, political stability has a
positive effect on labor’s share. As the political stability increases, economic
uncertainties decrease, leading to a more predictable economic future which in turn
lessens unemployment, which increases wages. Capital account openness, on the
other hand, affects labor’s share negatively. Higher rates of capital openness indicate
easier capital mobility and easier acquisition of capital making what is earned to be
invested in the capital more thus increasing capital’s share of income while decreasing
labor’s share. It seems that GDP growth also lowers labor’s share. This shows that
economic growth in OECD countries sustained by capital investments leading to
capital’s share of returns to be more and labor’s less.
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4. Conclusion

This study shows that unionization has a positive effect on labor’s share of
income which verifies our expectations and conforms to the literature. Seeing
unionization has a positive effect on labor share, if governments have a goal of
increasing labor’s share of income, they may encourage membership of trade unions.
As a policy recommendations, governments increase the incentives to membership of
unions by paying the membership fees of unions for workers. Better income
distribution is a desirable outcome for many countries since better income
distributions can reduce the social conflict, political and social violence. Therefore, one
of the most important goals of fiscal policies of countires is to have a better income
distribution. For that end, interferences into market determined income distribution is
a common action. One of the interference measures of government policies of market
determined income distribution is to regulate the economy. One of the tools for that
regulation is to have minimum wage. However, encouraging the membership of unions
can be a better policy of governments to have better income distributions. This study
is done for only OECD countries because of data restrictions. When the data become
available for the whole world, this study would be replicated for world countries.
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In this study Tax System and Rates in the Republic of Kosovo and Their
Comparison with the Balkan Countries. During the research, we have
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systems. In some taxes, high rates have already been set, while in some
countries there are lower rates. It is characteristic and interesting that the
tax systems of these countries have been constantly reformed, reducing
tax rates and redefining the tax base.
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dealing with the tax system and norm, where many economists and financiers from
different countries have taken up this issue. In the continuation of the work, the focus
of addressing this problem will be related to the process of building and developing
the tax system in Kosovo starting with customs, excise, presumptive tax, value added
tax, income tax, corporation tax, property tax and contributions. In the continuation of
the paper we will analyze the development and functioning of the tax system in the
Balkan countries to debate the tax rates, the effects of this system on the development
of certain sectors and the economy in general.

2. Review of Literature

The designing of an appropriate and functional taxation reform has not been an
easy objective to be reached in any of the Balkan countries. Difficulties have especially
arisen in making the reforms acceptable and then successfully implementable. The
taxation reforms management has been during the whole taxation reform process,
from the inspection of the state until now, a long and complicated process and it still
continues to be. This is due to the fact that all post-communist countries possessed
taxation systems drafted for the planned economy and incompatible with the market
economy and with a tax administration which needed a complete reorganization for
the purpose of a successful operation in new conditions (Tanzi, 2002: 11). The
economic transition brought new and unique challenges to the Balkan countries. Some
of them we have treated here below (in the following): 1) In the '90s, the taxation
systems of post-communist countries are characteristic for: a) non-transparency, b)
differences in tax charges by means of which the discrimination of certain activities
and factors and at the same time favoring of the others was done; c) there was no
balance between direct and indirect taxes; d) the frequent changes in taxation systems
and in certain taxes (especially on the turnover rates) as a consequence of an
unsustainable tax policy; e) complex administrative procedures; f) incompatibility with
the tax systems of West European countries; g) non-flexibility and nonsimplicity.
Mojsoska-Blazevski’s (2011) research on the influence of labour legislation changes
over the employment rate and the size of the informal economy showed a marginal
effect of the flat tax policy. The author finds that ‘the reduction of social security
contributions had a positive impact on the employment rate, in contrast with the
impact of the flat tax reform.” She concludes that the social security and tax reforms
aimed at reducing labour costs had the following positive effects: (a) helped
employees during the crisis, (b) had an effect on employment, (c) increased the net
wage, (d) diminished the extent of informal economy, (e) improved tax compliance,
the and (f) increased the number of individuals insured in the pension system
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(Grabowski & Tomalak, 2004: 251). Trpeski & Tashevska (2012) the overall tax burden
in Macedonia remains low in the period of 2010-2016. However the tax burden
remained relatively high in particular for low skilled labour, “caused by the minimum
base for payment of social insurance contributions, which was prescribed at 65% of the
national average wage rather than on the individual wage and at around 50% for
health insurance on average (differentiated by branches, with higher relative burden
on branches with lower average wages). Kreso & Lazovic-Pita (2011) study the labour
tax burden in the Balkan countries with flat tax rates: Macedonia, Montenegro and
Bosnia and Herzegovina.

3. Purpose of Tax System

Existence and functioning of tax types in different countries regardless of the
level of economic development form the tax system where certain goals are achieved.
Through the tax system, the collection of financial means on setting up budget
revenues, the financing of economic and functional categories, development of the
economy, improvement of its structure, alleviation of social effect and other problems.
For the purposes of taxation, many authors from different countries have been taken
into consideration, depending on economic and financial developments, especially
those who pay great attention to taxation. The tax system represents all taxes levied in
a co-existent country with which the fiscal policy goal can be applied. Taxes are one of
the forms through which the state earns revenue (Limani, 1994: 128). Hence, it follows
that the purpose of the tax is to collect the financial means for the state that are
necessary for the financing of their functions (Komoni, 2008: 47). With other taxation
policies, other objectives can be achieved in the economy by making allowances or
discounts, benefits for certain products and certain sectors of the economy. With the
tax system, the government can achieve other goals by protecting the economy from
external competition. This is reflected in some economic branches, both industrial and
agricultural. The place and role of any of the taxes are not the same and depends on
many factors that governments decide to build the country's tax system (Brajshori,
2014: 105). The study of tax purposes is closely related to the study of the role of the
state. With the expansion of the state's role, money needs also increased. Apart from
the financing of increased state expenditures, taxes are increasingly being utilized for
the realization of other purposes that can be taken as fiscal purposes of taxation
(Jelcig, 1985: 204). To better understand the characteristics and essence of taxation,
we are examining the tax system issues and the tax rates that determine the tax
policies in Kosovo by comparing with the Balkan countries.
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4. Tax Legislation and Tax Policy in Kosovo

Since the end of the war in 1999, a new era has begun in the Republic of
Kosovo in the political, economic and budgetary terms. Through system laws, the types
of taxes that make up the tax system function. Tax instruments operate on the basis of
the policies in which they are applied, which are harmonized with the regulations,
guidelines and laws approved “Tax Legislation of Kosovo, TAK, Publication |, 2016,
Pristina”. In Kosovo, the tax system is administered by the Tax Administration of
Kosovo, established in January 2000, under the administration of UNMIK, and from
February 2003 the powers are transferred to the Ministry of Finance. From July 2001,
VAT is applied, part of the tax burden goes to customers. Since 2002, the Wage and
Income Tax applies. From January 2005, Income Tax and Income Tax are replaced with
Personal Income Tax (PIT), which includes natural persons and corporate income tax
(CIT), legal entities (Tax system in Kosovo, 2011).

4.1. Customs and Excise

Customs are fiscal instruments that through state procedures collect funds at
the moment of importation and exportation when goods are transferred from another
country. Customs is a government agency that collects duties and controls the goods
from the customs territory. In Kosovo, customs operate since 1999. UNMIK Regulation
no. 1999/3 and the Administrative Direction. Taxes and procedures are defined in the
Customs Law. All goods of any kind intended for Kosovo and not subject to any import
ban shall be subject to a customs duty of 10% with the exception of goods for which
the customs duty is equal to 0% “Customs and Excise Code, November 11, 2008“.
Excises are a special type of tax for certain types of products. With the calculation of
excise duty, the taxable value of the goods shall consist of the total customs value plus
customs duties, the value accruing from the retail price, including customs duties and
excises “Regulation on Excise 2000/2”. Excise duties are charged special products,
specific is that although the rise in the price of the product does not significantly affect
the decline in consumption. In the framework of reforming the tax system, 2009,
changes were made in customs and excise, the Customs and Excise Code was
approved.

4.2. Value Added Tax (VAT)

The VAT is a special type of turnover tax set at each stage of the production and
distribution process. In the cleanest form, VAT is a tax on all final expenditures for
goods and services that are delivered to the final customer. Applies to products that go
through production and distribution stages, from raw material to final products and
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sales. In practice, VAT has substantial deviations because there are different degrees,
exceptions for certain goods and services. With the Law on VAT, the tax rate was 15%,
since 2009 was 16% “Law no. 03 / L-146 on Value Added Tax”, is applicable from
January 1, 2009, and is applicable from 1 January 2010 “Law no. 05 / L-037 For VAT”.
The most recent reforms were implemented from 01 September 2015 through the
new Fiscal Package including VAT, PIT and CIT, where VAT rates are 8% and 18%
depending on the supply of goods or services” Law no. 05 / L-037 For VAT”.

4.3. Personal Income Tax (PIT)

The application of personal income tax is a direct taxin practice. PITis appled
resident and non-resident persons, enterprises, partnerships and companies that
generate gross income.

Personal Income Taxes are charged by these levels and sources of income:

1) For taxable income 960,00 € or less, 0%, taxable income 960,00 € up to
3,000.00 €, including the amount of 3,000.00 €, 4% of the amount over 960,00 €, for
taxable income of over 3,000 € to 5,400.00 €, including the amount of 5,400.00 €, 81.6
€, plus 8% of the amount over 3,000.00 € and for taxable income over 5,400,00 €,
273.6 € plus 10% of the amount over € 5.400,00.

2) Gross income from business activities with gross annual income over
50,000.00 €, who choose to keep books and businesses less than 50,000.00 €, who do
not choose to keep books, 3) Gross income from rents, 4) gross income from intangible
property, 5) gross income from interest, and 6) other income, gifts from any source.
With the recent reform of the personal income tax, taxes on interest, rent taxes,
gambling, capital gains, the sale of intangible property, etc. have also decreased“Law
no. 05 / L-028 on Personal Income Tax”.

4.4, Corporate Income Tax (CIT)

In the course of the construction of the tax system, there is also profit tax
“Regulation no. 2002/3 on Profit Tax in Kosovo”. Profit tax is a corporation tax rate
applied to the rate of 10 percent, for all economic activities and 5 percent for
insurance and reinsurance companies. Profit tax is payable by corporations that realize
turnover more than 100,000.00 € and those that possess assets in the amount of
50,000 €. Previously it was applied only to large corporation tax profits. With the new
reforms, Corporate Income Tax, in the calendar quarter is obliged to pay these
taxpayers” Law no. 03 / L-161 on Personal Income”:
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1. Taxpayers with annual gross income up to 50,000.00 € or less, who are not
required to submit their annual declaration:

2. Criminal taxpayers exceeding the amount of 50,000.00 € and taxpayers who
have to compile financial statements:

- A quarter (%) of the tax liability for the following tax period based on the
estimated and reduced taxable income, whichever is severely withheld during the
quarter or for the second period, the following tax periods for which the taxpayer
makes the payment, at least one quarter (%) of 110% of the tax liability reduced by any
amount held at source during the quarter. Or CIT includes all small corporations that
are themselves subject to real-estate tax, applied only to gross corporate sales “Law
no. 03 / L-162 Corporate Income Tax”.

4.5. Contributions

Contributions are non-fiscal instruments, i.e., the obligatory take-over of a
portion of the profit realized by certain individuals. Contributions are paid in special
funds, in a certain social program, e.g., health insurance, pensions or social security
and unemployment. In the countries of the region, two pension systems, investment
systems and transfers are applied:

1) PAYG (Pay As You Go is a state program funded by taxes or contributions
that are collected by employees) Transfers System or Scheme, applied by some states,
known as the Pay As You Go system. This system is based on the transfer of pension
funds, (the Balkan countries applying the pension scheme are: Bulgaria applies since
2000, Croatia 2002 and Macedonia since 2005).

2) Investment system or investment-based pension scheme (The Transfer
Scheme of Transfers applies to these countries in the region, such as: Albania,
Montenegro, Bosnia and Herzegovina and Serbia) (Kryeziu, 2014: 192).

Collective contributions are made by the employer and the employee by 5% of
the salary. Voluntarily can contribute, up to 10% of the annual salary, to a total of 15%
of the salary (Kryeziu, 2014: 192).

5. Tax Rates in Kosovo

Based on the established tax policies, the various contemporary countries, in
their tax systems, set the tax rates. Tax rates are set by percentage, which represents
the ratio between the tax and the tax base, which serves to set the tax rate. In Kosovo,
along with the development of the tax system, we have dynamics of tax rate changes.
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Table 1: Change of Tax Rates, period 2005 to 2018

Taxes 2005 2009 2015 - 2018
Personal Income Tax 0- 960€ - 0%, 0 - 960€ - 0%, 0 - 960€ - 0%,
(PIT) 960 - 3000€ - 5% 960 - 3000€ -4% | 960 - 3000€ - 4%

3000€ - 5400€-10% | 3000€ - 5400€-8% | 3000€-5400€ -8%
mbi 5400€ - 20% mbi 5400¢€ - 10% mbi 5400€ -10%

Corporate  Income 20% 10% 10%

Tax (CIT) 7% Assurance 5% Insurance
compensation company

Value aded tax VAT 15 % 16% 8% dhe 18%

Source: Processed data based on tax legislation in force.

In Table 1 we see that Kosovo has made some progress in reforming and
functioning of the tax system. Setting new tax rates to some extent has also impacted
on budget growth and economic growth in the country (Kryeziu, 2011: 107). In order
to reflect the effects of taxes on economic development, reforms are made both in the
system and in tax rates. The changes have influenced the growth of National
Revenues, economic growth, and increased budget revenues (Kryeziu, 2014: 154). In
this regard, the changes in tax rates in all modern countries create ideal conditions for
foreign investors that affect economic development in general (Kryeziu, 2009: 28).

6. Characteristics of the Tax System in Balkan States, Difference and
Comparison between These Countries

Major political and economic changes occurring in the 1990s in Europe and
beyond have been accomplished with many objectives that have been reflected in the
countries of the region in many aspects and directions, especially in the political,
economic and financial aspects. Politically, the reforms have influenced the
development of democracy, economic freedom is spreading, and in fiscal policy, the
fiscal system has been developed and reformed, with the developed European
countries. While in the Balkan countries, there are approximately the same tax
systems, while with their policies there are significant differences in the establishment
of norms. Total tax rates are counted as tax, tax, and contribution charges, to be
calculated and paid by businesses and individuals. This burden shows the weight that a
country's fiscal policy puts on residents and non-residents. Withholding tax (such as
salary tax) or tax and tax collected with tax agent (VAT, sales tax) are excluded
(Gjokutaj, 2016). The tax reform can be described as a dynamic process of continuous
improvement of the structures of the national tax systems in order to fulfill the general
economic and tax policy goals. It has been confirmed that some of the most powerful
tax reform drivers from a domestic and international point of view are the general tax
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policy principals. Basic priority of the Corporate Income Tax reform in the RM is to
maintain a tax structure that would enable a relatively simple and easy administration
and at the same time would provide a comparatively lower corporate effective tax
burden (Gruevski, 2012: 10).

In the Balkan countries, there are three main types of taxes: Personal Income Tax
(PIT), Corporate Income Tax (CIT) and Value Added Tax (VAT) as well as Social Security
Contributions (SSC) and Health Insurance Contributions (HIC). Personal Income Tax (PIT),
Albania, Bosnia and Herzegovina, Macedonia and Montenegro apply the flat tax. In
Albania it has been applied since 2007, replacing the progressive tax by up to 30%. At the
same time, Macedonia has passed a flat tax since 2007. Montenegro also applies the flat
tax 9%, from 2009 to 12%. Croatia and Serbia, apply the progressive tax. In Croatia, PIT is
escalating from 15% to 45%. In Serbia, the basic rate is 10%, but the self-employed pay
12% (Pere & Hashorva, 2011: 80). Corporate Income Tax (CIT) rates differ in Balkan
countries. In Albania there is 15%, Macedonia 10%, Montenegro 9%, Serbia 15%, Kosovo
and Bosnia with 10% (Pere & Hashorva, 2011: 80).

Tablo 2: Tax Rates in Balkan countries for 2016 (%)

States VAT Profit | Personal Social and health insurances
Tax Income Tax | Total Employer | Employee
Macedonia 5,18 10 10 27 0 27
Kosovo 8,18 10 10 10 5 5
Croatia 5,13,25 20 47.2 37.2 17.2 20
Montenegro 19 9 9 32.8 9.3 23.5
Bosnia-Herzegovina | 17 10 10 41.5 10.5 31
Bulgaria 9,20 10 10 31.4 18.5 12.9
Albania 20 5,15 13.23 27.9 16.7 11.2
Serbia 20 15 15 37.8 17.9 19.9
Romania 2,9,20 16 16 54,5 38.45 16.05
Greece 6, 13,23 29 46 40.06 24.56 15.5

Source: Gjokutaj, 2016: 70.

In Table 2 we note that in the Balkan countries have differences in tax rates in
2016. Above average, VAT has Croatia and Greece, below Kosovo 18% and 8%, Bosnia
and Herzegovina and Montenegro. Albania 20%, Macedonia 18% and 5%, Montenegro
has 19%, Serbia 20%, Bosnia 17%. For tax on profit, the tax rates in the Balkan
countries over the average are Greece with 29%, Croatia with 20% and Romania with
16%, below average have Montenegro, Kosovo, Macedonia and Bosnia. Albania
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operates with a tax rate for profit, between the highest and the lowest. For personal
income tax (including tax at source) Greece, Croatia have the highest tax rate, Romania
is close to 16%. The lowest level is Kosovo, Albania, Macedonia, and Bosnia. For social
and health insurance contributions, Romania, Greece, Serbia, Bosnia, Croatia and
Montenegro have the highest rates. Social and health insurance contributions in
Romania are 54.5%, employers with 38.45% and employees with 16.05%. In Albania,
social security contributions paid by the employer are 15% and the employee 11.20%.
Macedonia has all the burden transferred to the employee with the level of 27%,
Montenegro 5.50% and 24%. In Serbia, the employer pays 17.9%, while the employee
is 19.60%. In Kosovo, the employerpays 5% and the employee 5%, in Bosnia the
employer pays 10.50%, while the employee is 31%. One of the objectives of the tax
policy and system in Kosovo and the Balkan states is to adapt to the position of
national economies and the functioning of their tax systems in a continuous manner,
they should improve and design their tax policies, which we consider it a good way and
way for state governments to advance their tax systems and thus to develop public
finances in order to be competitive with the economies of the region, the European
Union and beyond.

7. Conslusion

During the drafting process, it came to the conclusion that the tax policies and
systems in Kosovo and the Balkan states are adapting to the position of national
economies and the functioning of the continuous systems of their, to improve and
design them. Also in this paper we have compared the taxation of the Kosovo system
with the Balkan countries and the harmonization of the system of these countries. As
noted in the paper, we conclude that the governments of some Balkan countries need
to reform their tax systems for the sake of consolidating their system to improve the
quality of taxation compared to those currently in force.
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Para ve maliye politikalari farkli ekonomik yaklasimlar iginde ele alinan
politikalar olmasina ragmen, yaklasimlar arasindaki temel tartisma maliye

politikasi Gzerindedir. Bunun nedeni, para politikasina amag¢ ve arag
bagimsizligl cercevesinde merkez bankasi yon verirken; hikimetin bitge
araciligl ile maliye politikasini temel iktisat politikasi araci olarak
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kullanmasidir.
iThenticate benzerlik

orani: %10 Bu ¢alismada, kamu butgesindeki meydana gelen degismeleri 6l¢mek
JEL Kodu: icinde kullanilan mali etki ile ekonomik biyiime arasinda iliski 33 OECD
H60. H62. 047 icin panel veri analizi sabit etkiler modeli kullanilarak analiz edilmistir.

Calismada Uluslararasi Para Fonu ve Dinya Bankasi verileri kullaniimistir.
2011-2017 willari arasini kapsayan analiz sonuglarina gore; maliye
politikalarinin genisletici etkisinin ekonomik biyime Uzerindeki etkisinin
olmadigi gérilmektedir.

Anahtar Kelimeler:
Mali etki, Keynesyen
iktisat, Maliye Politikasl,
Bitce

1. Girisg

Ulkelerin yasadiklari iktisadi sorunlarin ¢éziimiine iliskin basvurduklari temel
araclardan birisi maliye politikasidir. 1929 ekonomik krizi basta olmak lzere ardindan
yasanan tim ulusal ve uluslararasi krizlerin etkilerinin azaltilmasina yonelik olarak,
farkli yogunluklarda da olsa kullanilan maliye politikasinin etkinliginin olgllmesi,
politika kullaniminin yayginlasmasina veya daha cok olumsuz elestiri ile birlikte
kullaniminin azaltilmasina neden olabilmektedir. Maliye politikasinin etkinligi, carpan
kavrami ile 6l¢lilmesinin yaninda, son yillarda mali etki kavrami ile de degerlendirmeye
tabi tutulmaktadir. Mali etki kavrami, esasen maliye politikalarinin ekonomi icin uyarici
nitelikteki 6zelligini ifade etmektedir. Chand (1977) tarafindan, bitce uyarici etkisi
olarak isimlendirilen ve o6lgllen mali etki kavrami, farkl yaklasimlarla olgliimis ve
maliye politikasinin etkinligi icin yeni bir bakis acisi ortaya koymustur. Gerek IMF
gerekse OECD tarafindan yapilan hesaplamalarda kamu harcamalari ve vergilerin,
potansiyel ve fiili milli gelir tGzerindeki etkileri birlikte ele alinmis olmasi, mali etki
kavraminin Chand (1977) tarafindan ortaya konan "bitce uyarici etkisi" etrafinda
incelendigini ortaya koymaktadir.

Bu calismada -0Ozellikle 2008 yili krizi sonrasinda yasanan gelismeler dikkate
alinarak- Keynesyen iktisadin ¢6zim oOnerilerinden biri olan genisletici bitce
uygulamalarinin ekonomik bliyiime Gzerindeki ektisi incelenecektir. Calisma 2011-2017
yillari arasini ve 33 OECD lilkesini kapsamaktadir. Calismada panel veri analizi sabit
etkiler modeli kullanilmistir. Bltge uygulamalarinin ekonomi U{zerindeki genisletici
(veya daraltici) etkisini incelemek icin Uluslararasi Para Fonu tarafindan hesaplanan
mali etki 6lcimi bagimh degisken olarak kullanilmistir. Diinya Bankasi tarafindan
yayinlanan ekonomik gostergeler ise aciklayici degisken olarak kullanilmistir.

Calismanin ilk boliminde maliye politikasinin ekonomi Uzerindeki etkinligi
Uizerinde yapilan tartismalara yer verilmistir. ikinci bélimde literatiir taramasi yer
almaktadir. Uclincii bélimde ydénteme, model ve verilere yer verilirken, dérdiinci
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boliimde elde edilen bulgular sunulmustur. Sonug bdoliimde ise analiz sonucunda elde
edilen bulgular 1siginda degerlendirmeler yapilmistir.

2. Maliye Politikasinin Ekonomi Uzerindeki Etkinligi

Ekonomik sorunlarin ¢oéziimiine iliskin olarak uygulanacak iktisat politikalarinin
farkhhgi, politika uygulayicilarinin zihnindeki ekonomik yaklasimlarin farkliligi ile dogru
orantilidir. Temelde farkh ekonomik yaklasimlar icinde ele alinan politikalar para ve
maliye politikalaridir, ancak iktisadi yaklasimlar arasindaki temel tartisma alani maliye
politikalari Gzerinedir. Dinyada neo-liberal politikalarin uygulama alaninin genislemesi
ile para politikalarinin temel uygulayicisi konumundaki merkez banklarinin amag ve
ara¢ bagimsizlik dereceleri artmis ve para politikalari piyasa mekanizmasi iginde
¢Ozlimler sunma yoniinde degismistir. Maliye politikalari ise kullandig araglar itibariyle
kamu otoritesinin elindeki en temel iktisat politikasi araci olarak kullanilmaya devam
etmistir.

Fizyokratlar ve devaminda Klasik iktisadi Disiince icinde devletin ekonomiye
miidahalesinin oldukga sinirli olmasi gerektigi belirtilmistir. Fizyokratlar, merkantilistler
tarafindan ortaya atilan devlet midahalelerinin etkinsizligini vurgulayarak burjuvazinin
karsisinda durmustur (Charbit, 2002: 867). “Dogal Diizen” ekonominin genel kurallarini
icerir ve toplum diizenine uygulanmasi durumunu ifade eder (Neill, 1949: 536). Net
hasilayi (trdn() arttiracak unsur dogal dizendir ve miidahale edilmemelidir (Spengler,
1945: 328). Fizyokratlar klasik iktisadi dlisiincenin temellerini atmasi bakimindan
oldukga 6nemlidir ve maliye politikasinin kullaniminin oldukga sinirlandigi, dogal diizen
icinde olusturulan ekonomik dizenin, net hasilayl arttiracak temel unsur olarak
goriuldugi bir iktisadi yaklasimi ifade etmektedir.

Klasik iktisadi distince, 6zellikle Uicretlerin ve fiyatlarin esnekligine odaklanarak,
ekonominin tam istihdamda dengede oldugunu ve uygulanacak maliye politikasinin
tam dislamaya neden olacagini belirtmistir. Adam Smith kisinin tamamen kendi 6zel
faydasina odakh bicimde calisirken, gériinmez el ile yonetilen piyasa silireci sonucunda,
kisinin niyetinin parcasi olmayan bir sonu tesvik ettigini belirtmistir (Gramp, 2000:
445). Bireylerin toplumsal gikarlara iliskin sahip olduklari dirtiler olmasa dahi, mal ve
faktor piyasasinda var olan fiyatlarin ve Ucretlerin esnekligi ile ifade edilen gériinmez
el, bireysel cikarlarin amaci icinde olmayan sonuglarin ortaya ¢ikmasini saglayacaktir.

Adam Smith kamu kurumlarinin yaptigi harcamalarin finansmaninin miimkin
oldugunca kullanici ticretleri ile finanse edilmesini gerektigini belirtmistir (Eecke, 2003:
705). Bu durum kamu gelirlerinin kamu harcamalarinin finansmani saglama disinda
baska fonksiyonu olmadigini ifade etmektedir. Maliye politikasinin bir diger 6nemli
aracl olan kamu gelirlerinin etkinligini sinirlayan bu yaklasim, maliye politikasinin
ekonomi (zerindeki etkisinin de hafiflemesi sonucunu dogurmaktadir. 1929 Blyuk
Buhran oncesinde Birinci Diinya savasinin da etkisiyle zayiflayan Avrupa (lkelerinin
aksine, Amerika'da ortaya cikan yiliksek dlizeyde yatirim, 6nemli verimlilik artislari,
istikrarli fiyatlar, yliksek Ucretler ve yiksek sirket karlari ile birleserek, Amerikan
borsasinda fiyatlarin sismesine neden olmustur (Crafts & Fearon, 2010: 289).
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Amerika’daki hisse senetlerinin fiyatlarinin, sirketlerin reel degerlerinden ¢cok daha
fazla, asir sekilde ylkselmesi ve bir balon olusturmasi ile baslayan siireg, geleneksel
iktisat olarak literatiirde ifade edilen klasik iktisadi digslncenin temel ilkelerinin
sorgulanmasi sonucunu dogurmustur.

Blyidk buhranin olcek ve slire acisindan diger krizlerden farkli olmasinin
arkasinda, beklenmedik teknolojik gelismenin olusturdugu sok, vakiflarin, tiketici
tercihlerinin veya devletin istikrarli bliyimeyi olumsuz etkileyen davranis ve politikalari
bulunmaktadir (Cole & Ohanian, 1999: 3). Birinci Diinya Savasi sonrasinda Amerika’da
Ozellikle otomobil ve endistride yasana gelismeler, Amerika’da arzin artmasina neden
olmus ve artan Uretim sonucu sirketlerin hisse senetleri degerinde de artislar ortaya
ctkmistir (Bulus & Kabaklarli, 2010: 2). Klasik iktisadin 6zellikle ekonomide arz veya
talep fazlasi olmayacagina iliskin genel iddiasinin, ortaya ¢ikan arz fazlasina ve fiyatlarin
dismesine ragmen talebin yeterince artmamasi nedeniyle gerceklesmemesi, klasik
iktisadin 6nemli ayaklarindan birinin bosa ¢ikmasina neden olmustur. 1929 Buylk
Burhan’inin ve 1930'lu yillarda yasanan disik blylmenin bir¢ok sebebi vardir ve bu
konuda ¢ok farkli teoriler mevcuttur. Ancak krizin sebebinin maliye politikasi olmadigi
konusunda fikir birligi bulunmaktadir (McGrattan, 2012: 1515). 1930'lu yillarda maliye
politikasi sonucu toplam talepte ortaya ¢ikan artisin, 6zellikle GSMH’deki payi agisindan
ele alindiginda ekonominin tamamini etkileyecek diizeyde ©6nemli olmadig
gorilmektedir (Brown, 1956: 864-865). Esasen bu durum, 1930'lu yillarin basinda
maliye politikasinin ¢ok yogun olarak kullanilmadigi ve bu nedenle yasanan bilyuk
buhranin derinligi ve 6lgegine iliskin maliye politikasinin herhangi bir etkinliginin
bulunmadigini géstermektedir. Blyilk buhrana iliskin olarak yapilan analizlerde genel
kabul bu sekildedir. Ancak bu gorislerin aksine, krizin bu 6lglide bliylik olmasini maliye
politikasina baglayan analizler de bulunmaktadir.

McGrattan, genisletilmis bliylime modellerini kullanarak yaptigi analizde, Biyiik
Buhran (zerinde maliye politikasinin etkisinin blylk oldugu sonucuna ulasmistir.
Modelde McGrattan, kamu gelirlerini ve kamu harcamalarini genisletmis, kamu
gelirlerine diger modellerin aksine, kurumlar vergisi disinda, emlak, asiri kazang,
menkul kiymet vergisi ve dagitilmayan kazanglar tzerindeki vergileri de dahil etmis ve
kamu gelirlerini genisletmistir. Bunun sonucu olarak maliye politikasinin blyik buhran
Uzerinde etkisi olmadigl iddiasini ret etmistir (McGrattan, 2012: 1516). Analizde
ozellikle kar payi ve dagitilmayan karlar Gizerindeki vergilerin yatirimlari azalttigi iddiasi,
vergilerin daraltici etkisinin ekonomi Uizerinde oldukca etkin oldugu ve yasanan krizde
maliye politikasinin roli oldugu savini desteklemek i¢in kullaniimistir.

Keynesyen iktisatcilar ve Chicago iktisatcilari, blylk buhranin atlatilabilmesi icin
kamu islerine vyonelik politikalar gelistiriimesi gerektigini belirtmistir. Chicago
iktisatcilari politika 6nerilerini 3 temel ayak lzerine oturtmustur. Arz ve talep arasinda
senkronizasyon eksikliginin varhgi, fiyatlarin sert bir sekilde asagiya diismesi ve para
politikasinin etkisizligidir (Caldentey, 2003: 18). Klasiklerin arz ve talebin her zaman
dengede oldugu iddiasini ret ederek, etkinsiz olan para politikalari yerine maliye
politikalarinin kullanilmasi gerektigini ortaya koymuslardir. Fiyat mekanizmasi ile
saglanmasi beklenen arz talep esitligi yerine, uygulanacak maliye politikalarinin
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ekonomik dengeyi saglayacagini, para politikasinin ekonomik dengeyi saglama
bakimindan etkisizligine vurgu yaparak, uygulanacak kamusal politikalarin fiyatlarin ve
maliyetlerin diismesi, Gretimin arttirilmasi bakimindan énemli oldugunu belirtmislerdir.

Keynes'in krize yonelik sundugu tedavinin merkezinde, iyi mikro niyetlerin, kot
makro sonuglari olabilecegi, ekonominin dengesinin eksik istihdamda olabilecegi ve bu
durumdan cikisin maliye politikasinin kullanilmasi ile olacagl yatmaktaydi. Keynes'in
tedavi Onerisinde para politikasi hala baskin olsa bile para talebinin elastik, yatirim
fonksiyonun ise inelastik olmasi, para politikasinin makro bir yonetim anlayisi icinde
ekonomi Uzerinde etkili olamayacagi belirtilmistir (Musgrave, 1987: 171). Keynesyen
modelde para talebinin faize olan duyarliliginin yiiksek oldugunu, buna karsin
yatirimlarin faiz esnekliginin distk olmasi nedeniyle yatirim talep dogrusunun dik bir
konumda oldugu kabul edilmistir. Para talep egrisinin nispeten yatay, yatirim talep
dogrusunun nispeten dik bir konumda oldugunun kabull, para politikasinin etkinligini
azaltirken, maliye politikasinin milli geliri arttirici etkisinin yiksek oldugunu ortaya
koymaktadir. Keynes, 1933 yilinda Baskan Roosvelt’e gonderdigi ve New York Times
tarafindan yayinlanan mektubunda ve 1934 yilinda Roosvelt ile olan gérismesinde,
bitce agigina glivenilmesinin, ucuz ve bol kredi ile para politikasinin kullanilmasinin ve
harcamalarin Ugte bir oraninda arttirilmasinin Blytk Burhan’in etkilerinin azaltacagini
belirtmistir (Musgrave, 1987: 172-173). Keynes esasen para politikasinin kullanilmasina
karsi olmamak ile birlikte, belli bir diizeyden sonra para talebinin faiz esnekliginin
sonsuz oldugu ve bu noktadan sonra para arzinda yapilacak bir degisikligin, milli gelir
Uzerinde her hangi bir etkinliginin olmayacagini ifade etmistir. “Likidite Tuzag!” ile ifade
edilen bu durum, para politikasinin etkinliginin belli bir dizeyde sifirlanmasini ifade
etmektedir (Steindl, 1966). Maliye politikasi acisindan ise boyle bir durum s6z konusu
degildir. Uygulanan genisletici maliye politikasinin makroekonomiyi dengeleyici etkisi
yaninda, ekonomik blylmeyi saglayacak ve ekonomiyi tam istihdama dogru
tasiyacaktir.

1920’li yillarin sonlari ile 1960 yillari arasinda ¢ogu politik lider ve iktisatci kamu
harcamalari, vergiler ve bunlarin ulusal ekonomi Uzerindeki etkileri agisindan daha
onceki gorislerini degistirmis ve telafi edici bitge kavrami ile 6nemli olanin ekonomide
istihdamin arttirilmasi veya tam istihdama ulasiimasi oldugunu belirterek, biitce
aciklarini desteklemistir (Thorndike, 2010: 95). Bu dénemde uygulanan genisletici
maliye politikalarinin ve bitce aciklari nedeniyle devletlerin kamu borg yiikleri strekli
artmistir. Artan bu bitce yikleri ile ortaya cikan ve sirekli artan finansman ihtiyaci
Ulkeleri bir borg krizine dogru siriiklemistir. Keynes'in uzun dénemde biitce denkligine
verdigi 6nem, politikacilar tarafindan ¢ok dikkate alinmamis ve artan bltce aciklarini
borclanma ve para arzi artislari ile finanse etme cabalari Ulkeleri bir borg krizine dogru
suriklemistir. Bu donemden sonra maliye politikasinin kullanimi ve mili gelir (izerindeki
etkinligi daha c¢ok tartisma konusu olmus ve 1929 Blylik Buhran ile kendini kabul
ettiren ve yaygin bicimde uygulanan maliye politikasinin kullanim alani daralmistir.

1980’li yillarin basinda basta Latin Amerika Ulkeleri olmak Uizere, gelismekte
olan Ulkelerin ¢cogunda ortaya ¢cikan OPEC krizinin de etkisi ile borclanma ihtiyaci artmis
ve borcu 6deyebilme glgleri azalmistir (Ay & Ugar, 2015: 17).1980'li yillarin basinda
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yasanan borg krizi, ekonomik blylime Uzerinde mali agiklarin negatif etkisini ortaya
koyan iktisat teorilerinin gelismesine yol agarken, mali agiklarin negatif etkisi
Uzerindeki uzlasma “Washington Uzlasisi” sirecini hizlandirmistir (Neto ve Vernengo,
2004: 333). Bretton Woods sisteminin dalgal kur rejimi ile birlikte kenara itilmesi,
sermaye akisinin hizlanmasi, dis ticarete yonelik engellerin kaldiriimasi ve Washington
Uzlasisi ile hizlanan slireg, para politikasinin tek enstriman olarak kullanimina
odaklanan, fiyat istikrarini 6Gnemseyen, maliye politikasini sinirlandiran bir iktisadi
disiince sistemine dogru ilerlemistir (Blanchard vd., 2010). Neo liberal politikalarin
hakim oldugu bu dénemde, her ne kadar maliye politikasinin kullanimina yonelik
politikalar sinirlandiriimis olsa da, maliye politikasinin etkinligine yonelik tartismalar ve
analizler surekli bicimde yapilmaya devam etmistir.

3. Literatiir Taramasi

Keynesyen modelde maliye politikasinin etkisini gosteren temel gosterge
“carpan” kavramidir. Maliye politikasinin etkinligini 6lgmeye galisan ¢ogu ¢alisma kamu
harcamalari carpani Uzerinde durmus ve ekonomik durgunluk (zerinde maliye
politikasinin etkinligini bu kavram ile agiklamaya c¢alismistir. Konjonktiire karsi
uygulanan maliye politikasinin etkisini anlamak icin, gézlemlerden farkli olarak karsi-
olgusal etkinin tahmin edilmesi gereklidir (Parker, 2011: 706). Uygulanan maliye
politikasi sonucu bircok farkli sonug gézlemlenebilir, ancak bu etkilerden en dnemlisi ya
da hedeflenmis olan temel degisken lizerinden etkinin 6lclilebilmesini ifade eden karsi-
olgusal etkiler, kamu harcamalari garpanini anlama agisindan olduk¢a 6nemlidir.
Tarihsel agidan o6zellikle durgunluga, resesyona karsi uygulama alani bulan maliye
politikasi ve bu politikalarin etkinligini gdsteren garpan etkisi, maliye politikasinin milli
gelir Gizerindeki etkisi (izerine yogunlasmaktadir.

Mali ¢arpan olarak da ifade edilen bu kavram, kamu harcamalari veya vergi
gelirleri yoluyla mali agikta ortaya ¢ikacak bir digsal degiskenin, milli gelir lizerinde
yaptig degisikligi gosteren bir orandir (Spilimbergo vd., 2009: 2). Blanchard & Perotti,
Amerika icin mali carpani 1947-1-1997-4 arasinda ceyrek dénemlik verilerini kullanarak
VAR analizi ile tahmin etmis ve mali ¢arpani ¢eyrek donem igin 0.8, iki yil icin ise 0.5
olarak hesaplamistir (Blanchard & Perotti, 2002). Mali ¢arpanin milli gelir Gizerindeki
etkisinin 1'den kiguk olmasi, uygulanan genisletici politikalarin milli geliri kendisinden
daha az etkiledigini gostermektedir.

Perotti daha sonra 5 OECD (ilkesi (Avustralya, Kanada, Bati Almanya, ingiltere
ve Amerika) icin, 1960-2001 verilerini VAR analizi cercevesinde degerlendirerek yaptigi
¢alismada, 1960-1-1979-4 donemini ve 1980-1 ile 2001-4 arasindaki donemi farkl ele
almis ve bitln Ulkelerde gerek bir ceyreklik, gerekse 2 yillik analizlerin neredeyse
tamaminda 1980 sonrasi ¢arpanin daha distk ciktigl sonucunu elde etmistir (Perotti,
2005). Auerbach & Gorodnichenko (2012), genisleme ve daralma donemleri icin carpan
katsayisini ayri ayri hesaplamaya calismis ve ekonomin durgunluk dénemlerinde
uygulanan maliye politikalarina iliskin mali ¢arpanin 1.4 oldugunu, fakat genisleme
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dénemlerinde mali carpanin 0.0 ve hatta 2 yilhik silrecte -0.1 oldugunu ortaya
koymaktadir.

Mencinger vd. (2017) OECD {ilkeleri igin 1980-2014, AB lkeleri igin ise 1995-
2014 yillari arasindaki ceyrek donemlik verileri kullanarak yaptiklari calismada, 2008
krizi sonrasi her iki tGlke grubu igin maliye politikasinin etkinligini ifade eden garpanin
blyidigli sonucunu elde etmislerdir. Ayrica 28 AB lyesi llke icinde cekirdek ve
sonradan katilan ayrimi yaparak, sonradan katilan tlkelerde maliye politikasi ¢arpanini
daha blyik oldugu sonucuna ulasmistir (Mencinger vd.,2017: 459). Skrbic (2018)
Hirvatistan ekonomisi i¢gin 2010-2016 vyillari arasindaki aylik verileri kullanarak, maliye
politikasini etkinligini 6lgmeye calismistir. Calismada maliye politikasini Hirvatistan
ekonomisi lzerinde ¢ok &nemli bir etkisinin oldugu sonucuna ulasilmistir. Ozellikle
istihdam ve ¢ikti miktarini maliye politikasina pozitif yonde tepki verdigi yoniinde sonug
elde edilmistir (Skrbic, 2018: 95).

Dokmen & Vural (2011), Tirkiye’'nin 1990:1, 2010:4 d6nemine ait verileri
kullanarak yaptiklari analizde, kamu harcamalarindaki pozitif bir sok karsisinda gayrisafi
yurtici hasilanin pozitif tepki verdigi bulgusuna ulasmistir (D6kmen & Vural, 2011: 131).
Afonso & Claeys, 1970 ile 2004 yillari arasinda Almanya, Fansa, Portekiz ve ispanya gibi
Ulkelerde, maliye politikasini milli gelir Gzerindeki etkisini VAR analizini kullanarak
ortaya koymaya calismislardir ve ekonomik patlamalar (toparlanma) sirasinda vergi
oranlarinin dismesini kamu harcamalarindaki kisintilar takip etmedigi icin, zamanla
yapisal aciklarin bitge agiklarinin olustugunu belirtmislerdir. Bu sonucu doguran temel
etmen, maliye politikasinin Ozellikle uzun dénemde milli gelir (zerinde etkili
olmadigidir (Afonso & Claeys, 2008).

llzetzki vd. (2011) 44 ulke igin yaptiklari gcalismada, endustrilesmis Ulkelerde
mali ¢arpanin, gelismekte olan (lkelere gére daha buylk oldugu sonucuna
ulasmislardir. Ayrica acik ekonomilerde carpan katsayisinin kapali ekonomilere gore da
disik olmasinin yani sira, yiksek borglu Ulkelerde mali ¢arpanin etksinin sifir
diizeyinde oldugu bulgusunu elde etmislerdir (llzetzki vd., 2011: 26). Sen & Kaya (2012)
Tirkiye icin 1980-2010 yillari arasindaki yillik verileri kullanarak yaptiklari ¢alismada
mali etkinin, toplam talebi ve ekonomik bliyimeyi etkilemede 6nemli bir enstriman
oldugu ve mali etkinin artmasi ile ekonomik blylimenin pozitif yonde etkilendigi
sonucunu elde etmislerdir (Sen & Kaya, 2012: 74).

Ulke maliye politikalari ve kullandiklari mali araglar agisindan kiyaslanirken,
Ulkelerin butceleri icinde kamu harcamalarinin veya kamu gelirlerinin payi ele
alinmaktadir. Maliye politikasinin ekonomi lizerindeki etkili olup olmadigina bakmadan,
maliye politikasinin durumunun mevcut blitce pozisyonu agisindan ele alinmasi yaniltici
olabilir (Heller vd., 1986: 2). Maliye politikalarinin ekonomi Uzerindeki etkilerinin
Olcliminde kullanilan gostergelerden birisi mali uyari etkisi, mali dirtli olarak da ifade
edilebilen mali etki (fiscal impulse) kavramidir. Esasen literatlire mali etki olarak dahil
edilen kavram yerine, maliye politikalarinin uyarici etkisine vurgu yaparak dirtd, uyarici
etki seklinde kullanilmasinin daha dogru oldugu kanaatine sahibiz. Ancak calismada
literatlrdeki diger kullanimlara benzer sekilde mali etki olarak kullanilacaktir.
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Mali etki, mali politikadaki degisikliklerin ekonomik faaliyetler ve diger
ekonomik degiskenler lizerindeki etkisini 6lgmek igin kullanilan mali garpan kavrami ile
karistirlmaktadir. Mali etki, hiikiimetin bltce dengesinde, politikaya dayali bir degisme
olup olmadigini ortaya koymaktadir. Mali ¢arpan ise, maliye politikasindaki
degiskenlerin ekonomik faaliyetler ve degiskenler Gzerindeki etkisinin ne oldugunu
ortaya koymaya calismaktadir (Schinasi & Lutz, 1991: 1). Chand, mali etki kavramini ilk
kez "blUtce uyar etkisi" seklinde tanimlamistir ve en basit sekli ile su sekilde
hesaplamistir (Chand, 1977: 414).

G6-T—(6_4—T_1—yT4)
G-y

Biitge Uyarici Etkisi (Dirtisi) =

v = Mevcut GSYIH biiyiime orani

Mali etki oOlgimleri, butcenin ekonomi Uzerindeki degisen etkisini
degerlendirmek igin kullanilmistir. Buna gore potansiyel blylimeyi asan harcama
bliyimesi genisletici, potansiyel blylimeyi asan gelir artislar ise daraltici kabul
edilmektedir. Blitge dengesindeki degisim ile, potansiyel milli gelirdeki degisimi
kiyaslayarak elde edilen mali etki, fiili bltce aciginin hizli biyliimesi durumunda, toplam
talebe etkisi bakimindan genisleyici oldugu kabul edilir (Chand, 1992).

IMF'nin Diinya Ekonomik Goriinimi'nde yaptigi mali etki hesaplamasi su
sekildedir (Chand, 1992: 1);

Mali Etki = (AG — gAY, ) — (AT — tAY)

"G" kamu harcamalarini, "go"
lltl}ll

kamu harcamalarinin potansiyel GSMH igindeki

oranini, "T" kamu gelirlerini, kamu gelirlerinin fiili GSMH igindeki oranini ifade
etmektedir. Buradan elde edilecek degerin pozitif olmasi, blitcenin harcama artis
hizinin, milli gelir artis hizindan daha blyik oldugunu ve genisletici etkilerin ortaya
ciktigini, negatif ¢cikmasi ise kamu gelirlerinin artis hizinin milli gelirdeki artis hizindan
blyuk oldugunu ve yildan yila bltgenin daraltici etkiye sahip oldugunu géstermektedir.
Bltce acigl acisindan fiili bitce acigindaki artisin daha hizli biyldmesinin, mali
uyaricilarin genisletici yonde calistigini gostermektedir.

OECD mali etki hesaplamasi, IMF tarafindan yapilan hesaplamaya oldukca
yakindir. En dnemli farkhlik, OECD hesaplamaya iliskin formtilde harcamalarin ve kamu
gelirlerinin potansiyel milli gelirdeki degismeye olan esnekliklerinin kullaniimasidir. Bu
durum OECD hesaplamasinda otomatik stabilizatérlerin modele dahil edildigini
gostermektedir. OECD mali etki formli (Heller vd., 1986: 4);

Gy
—E

T._
t 1}11-.}“?’

Mali Etki = AG, — AT, + (y
Yr—l Yr—l

[
P= politika degisikliginden kaynaklanan kamu harcamalarindaki degisim

T
P = politika degisikliginden kaynaklanan vergi gelirlerindeki degisim
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Ay® =Potansiyel milli gelirdeki degisim

¥ =Kamu harcamalarinin potansiyel gelirdeki degisme gésterdigi esneklik

€ =Vergi gelirlerinin potansiyel gelirdeki degismeye gosterdigi esneklik

Kamu harcamalarindaki degisim ile vergi gelirlerindeki degisime, kamu
harcamalari ve vergi gelirlerinin potansiyel milli gelirdeki degisime bagh olarak
gosterdikleri degisimlerin de eklenmesi, mali etkinin olgimiini IMF hesaplamasindan
oldukga farkhlastirmistir.

Maliye politikasinin ekonomi lzerindeki etkinligini 6lgmek i¢in kullanilan genel
kavram mali carpandir. Ancak farkli bir bakis agisiyla bitce acgigindaki degisimi,
ekonominin fiili ve potansiyel blylimesi ile iliskilendirerek hesaplanan mali etki
katsayisi da IMF ve OECD basta olmak lizere birgok iktisat¢i tarafindan yaygin bicimde
kullanilmaktadir.

4. Yontem, Model ve Veriler

Bu calismada genisletici maliye politikalari ile ekonomik bliyiime arasindaki
iliskiyi ortaya koymak igin panel veri analizi kullaniimistir. Panel veri analizi, zaman
serisi ve yatay kesit verilerine gore daha bliylk bir veri kiimesinden yararlanma olanagi
vermektedir. Gozlem sayisinin artmasi daha dogru ve daha givenilir parametre
tahminleri Gretir. Bu ayni zamanda, daha fazla degiskenlik, degiskenler arasinda daha
az dogrusallik, daha fazla serbestlik derecesi ve daha etkin bir model saglamaktadir
(Baltagi, 2008; Hsiao, 2003).

Geleneksel bir panel veri modeli denklem 1’deki gibi gosterilebilir.

Yir ='x:'+Xz'frﬁ+uir (1)
i=1 e, IV
t=1,. LV

uz’r=,u.[ + Vi

Modelde i (lke, firma gibi yatay kesit boyutunu gosterirken, t ise zaman
boyutunu, % ise sabit terimi, 2 kKx1 ve Xit i kesitinde t zamaninda K aciklayici
degiskeninin gozlemini gostermektedir. Hi gozlenemeyen degiskenleri, Vitise hata

terimini gostermektedir. Egim katsayilari bitln bireyler icin ayni olmakla birlikte, Hi
bireyden bireye degismektedir. Egim katsayilarinda bireysel gézlenemeyen heterojenlik
mevcuttur. Bireysel etkiler sabit ya da rassal olabilir (Hsiao, 2003). Bu calismada sabit
etkiler modeli kullanilmistir.
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2011-2017 yillar arasini ve 33 OECD ulkesini' kapsayan calismada kullanilan
ekonomik biyime modeli basta Barro, (1996) biiyime modeli olmak uzere
literatlirdeki diger galismalar géz 6nine alinarak gelistirilmistir. Calismada kullanilan
model (1) nolu denklemdeki gibi yazilabilir;

biiyiime =<, + % GSYIH _kb._; + fymali_etki + fsenflasyon + f-dig ticaret + f.sermayve + €
)

Formdilde M}"ﬁmgekonomik biylmeyi gdstermektedir. Modelde GSYiH’'nin

gecikmeli degeri aciklayici degisken olarak kullaniimistir. Cesitli buylime modellerinde
GSYiH’ nin gecikmeli degerinin yakinsama degiskeni olarak kullanildigi gorilmektedir
(Barro, 1996). Sartl yakinsama teorisi gelir seviyesi distk Glkelerin gelir seviyesi ylksek
Ulkeleri gelir dlizeyi agisindan yakalayacagini 6ne siirmektedir (Keefer & Knack, 1997).
Bu yiizden GSYiH degiskenin beklenen degeri negatiftir.

Galismada maliye politikalarinin makroekonomik etkilerini 6lgmek igin kullanilan
mali etki (Fiscal impluse) degiskeni kullaniimistir. Konsept olarak mali etki, kamu
harcamalari ve vergi politikalarindaki degisimlerin sonucu olarak kamu biitcesindeki
meydana gelen degismeleri 6lcer. Mali etki kékeni mali olmayan olaylara dayanan mali
dengedeki degisiklikleri gormezden gelir. Mali etki gogu zaman maliye politikasi garpani
ile karistinlir. Uygun sekilde yapilandirilmis mali etki 6lgimi hem maliye politikasinin
bltce ciktilar Gzerindeki etkilerini 6lgmede hem de maliye politikasindaki degisiklerin
uluslararamasin karsilastirmasinda, -maliye politikasinin zaman iginde degisip
degismedigi gibi- yarari olur (Schinasi & Lutz, 1991).

Literatlrdeki calismalarda mali etkiyi dlgmek icin farkli ydntemler kullanilmistir.
Bazi calismalar yapisal birincil bitce dengesindeki? (CAPB) meydana gelen degismeyi
mali etkiyi 6lgmek icin kullanmistir. Bu ¢alismalarda CAPB mali durum (Fiscal stance)
olarak adlandiriimis ve CAPB artisi genislemeci bir mali etkiyi temsil etmistir (Janssen &
Philip, 2002). Buna gére mali durum asagidaki gibi degismektedir;

CAPB < 0 ise genisletici FS
CAPB > 0 ise daraltici FS
Bu durumda mali etki ise asagidaki sekilde hesaplanmaktadir;

me = FS:—FSE—j_

Mali etkinin pozitif olmasi mali durumun genisleyici anlamina gelmektir. Bu
¢alismada Uluslararasi Para Fonu tarafindan yayinlanan Mali Monitér 2018 veri setinde
yer alan CAPB verileri kullanarak 33 (ilke i¢in mali etki hesaplanmistir.

1 Avustralya, Avusturya, Belgika, Kanada, Sili, Cek Cumbhuriyeti, Danimarka, Estonya, Finlandiya, Fransa,
Almanya, Yunanistan, Macaristan, izlanda, irlanda, israil, italya, Japonya, Giiney Kore, Letonya,
Liksemburg, Meksika, Hollanda, Yeni Zelanda, Norveg, Polonya, Portekiz, Slovenya, isveg, isvicre,
Turkiye, Birlesik Krallik, Amerika Birlesik Devletleri.

2 Devresel hareketlerden etkilenmeyen faiz disi biitce dengesi.
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Literatlirde yapilan ¢alismalar da dikkate alinarak Model II'ye ve Model IV'e
asagidaki kontrol degiskenleri eklenmistir (Barro, 1996; Karadam, 2015; Sala-i-Martin,
1997; Temple, 1999).

Enflasyon: Ekonomi yazininda ekonomik biylime ile enflasyon arasinda
tartismali bir iliski oldugu soylenebilir (Temple, 1999). 1960 yillarda daha yuksek
enflasyon, sermayeyi paraya gore daha cazip hale getirerek daha yliksek sermaye
yogunluguna ve gecis doneminde daha ylksek bilylimeye yol acacagl disinilse de
ampirik calismalar enflasyon ile ekonomik biyliime arasinda negatif bir iligki oldugunu
ortaya koymaktadir (Fisher, 1983). Barro (1995) yaptigi calismada ekonomik biylime
ile enflasyon orani arasindaki iliskiyi incelemis ve iki degisken arasinda negatif yonli bir
iliski bulmustur. Dolaysiyla enflasyon orani (enflasyon), modele kontrol degiskeni
olarak eklenmistir.

Sermaye: Sermaye birikimi, kisa ve orta donemde tasarruflar ve yatirim kararlari
ve cesitleri aracihgl ile ekonomik blylimeyi etkilemektedir (Bassanini vd., 2001;
Temple, 1999). Karadam (2015) yaptigi calismada briit sermaye yatiriminin GSYiH
icindeki payi ile kisi basina diisen GSYiH arasinda pozitif yonli ve istatistiki olarak
anlamh bir iliski bulmustur. Dolayisiyla, sermaye degiskeni modele kontrol degiskeni
olarak eklenmistir.

Dis ticaret: Ekonomik bliyiime ile dis ticaret (ihracat/ithalat) arasindaki iliski
ekonomi yazininda 6nemli bir yer tutmaktadir. Bu iki degisken arasindaki iliskiler
ampirik olarak hala arastirihyor ise de, bu iki degisken arasinda pozitif iliskinin oldugu
genel kabul olarak goriilmektedir (Ram, 1987; Saglam ve Egeli, 2018).

issizlik: Ekonomi yazininda, issizlik ile ekonomik biyiime arasindaki iligki
genellikle Okun Kanunu ile agiklanmaktadir. Buna kanuna gore; issizlik orant ile bliyiime
arasinda negatif bir iliskinin oldugu kabul edilmektedir. Okun Kanunu hala en yaygin
olarak kabul edilen ekonomi kurallarindan biridir (Burda & Wyplosz, 2001).

Calismada kullanilan degiskenler Dinya Bankasi’'nin Diinya Kalkinma
Gostergeleri ve Uluslararasi Para Fonu veri setinden elde edilmistir. Tablo 1'de
degiskenlerin agiklamalari yer almaktadir.

Tablo 1: Modelde Kullanilan Degiskenler ve Agiklamalari

Degisken Adi Aciklama Kaynak
mali_etki (CAPBt - CAPBt-1) Uluslararasi Para Fonu
CAPB=Yapisal faiz dis! biitce dengesi

biiyime Kisi bagina diisen GSYIH'nin yillik biiyiime orani. Dilnya Kalkinma Géstergeleri
GSYiH GSYiHnin gecikmeli degerinin logaritmik formu Duinya Kalkinma Gostergeleri

sermaye Briit sabit sermaye olusumu (% GSYIH) Diinya Kalkinma Géstergeleri

enflasyon Yillik Enflasyon (%) Duinya Kalkinma Gostergeleri

dis ticaret Ihracat birim deger endeksinin ithalat birim deger endeksi Diinya Kalkinma Gostergeleri

icindeki orant ile hesaplanan net barter endeksi.
issizlik ssiz olanlarin toplam i giicii igindeki pay:. Dilnya Kalkinma Géstergeleri

Kaynak: Yazarlar tarafindan olusturulmustur.
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5. Bulgular

Maliye politikasinin etkinliginin kisi basina reel GSYiH biyiime orani tizerindeki
etkilerinin arastinldigl modeller Tablo 2’de gosterilmistir. Hausman testi sonuglari sabit
etkiler model tahminlerinin daha etkin olacagini gosterdiginden dolayl bulgularin
yorumlanmasi sabit etkiler modelinin kullanildigi modellerin sonuglarina goére
yapilacaktir. Tablo 2’de yer alan modeller 33 OECD (ilkesi ve 19 Avrupa Birligi tlkesi igin
iki ayri grup olarak tahmin edilmistir. Model | ve Model Il havuzlandiriimis (pooled)
modelin, Model Il ve Model IV rassal etkiler (random effects) modelinin, Model Il ve
Model VI sabit etkiler (fixed effects) modelinin sonuglarini gdstermektedir.

Tablo 2: OECD ve Avrupa Birligi Ulkeleri igin Panel Veri Analizi Sonuglari

OECD Ulkeleri Avrupa Birligi Ulkeleri

Model | Model Il Model llI Model IV Model V Model VI

GSYIH -0.331** -0.365** -21.49* -0.404* -0.469 -30.00%**
(0.118) (0.183) (3.933) (0.213) (0.339) (8.581)
mali_etki -0.169 -0.189 -0.101 -0.427* -0.479* -0.280
(0.132) (0.124) (0.124) (0.224) (0.210) (0.226)
sermaye 0.193** 0.190* 0.343*** 0.204** 0.151 0.322¢
(0.0595) (0.0779) (0.126) (0.100) (0.129) (0.189)

dis ticaret -0.00280 0.000762 -0.0177 0.0529 0.0582 0.00737
(0.00686) (0.0100) (0.0242) (0.0418) (0.0622) (0.119)

enflasyon -0.0185 -0.206* -0.635*** -0.322 -0.290 -0.615**
(0.108) (0.119) (0.143) (0.216) (0.205) (0.243)

issizlik -0.0115 -0.0183 -0.287* -0.0223 -0.0271 -0.473*
(0.0526) (0.0731) (0.139) (0.0773) (0.105) (0.222)

sabit 6.748* 7.720 575.2*** 3.889 6.204 794.6***
(3.644) (5.452) (105.7) (7.269) (11.08) (229.1)
R-sqr 0.121 0.0703 0.224 0.198 0.1246 0.229

F test 17.48*** 7.66™**
Hausman 4753 11.74*
N 198 198 198 114 114 114

Kaynak: Yazarlar tarafindan olusturulmustur.
Not: Standart hata parantez iginde gosterilmistir.
* p<0.1, ** p<0.05, *** p<0.01 anlamhlik diizeylerinde istatistiki olarak anlamhdir.

Analiz sonuclarina gére; hem OECD llkelerinde hem de Avrupa Birligi mali_etki
ile ekonomik bliyime arasinda negatif yonli bir iliski olmak ile birlikte (sirasiyla -0.101
ve -0.280), cikan sonuclar istatistik olarak anlamsizdir. Bu durum 2008 krizi sonrasi
uygulanan genisletici maliye politikasinin ekonomik bilylimeyi negatif etkiledigini
gostermektedir. Sonuclarin istatistiki olarak anlamsiz ¢ikmasi da genisletici maliye
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politikalarinin aslinda etkinsiz oldugu, yani ekonomik blylimeyi etkilemedigi seklinde
yorumlanabilir. Degiskenlerin isaretleri hem OECD ilkeleri hem de Avrupa Birligi
Ulkeleri igin beklenen isaretlerdir. Ancak degiskenlerin anlamhhk dizeyleri ve
katsayilari iki Gilke grubu igin farkhlik gostermekledir. Model Ill "de ve Model VI ‘da yer
alan sabit etkiler modelinin analiz sonuglari asagidaki sekilde 6zetlenebilir.

GSYH’nin katsayisi hem OECD (ilkeleri hem de Avrupa Birligi Glkeleri igin negatif
ve 0.01 anlamhlik dizeyinde istatistiki olarak anlamlidir (sirasiyla -21.49: p<0.01 ve
-30.00: p<0.01). Negatif isaret gelir seviyesi ylksek Ulkelerin daha yavas blyudugiin,
dolayisiyla isaretin gelir seviyesi digslk Glkelerin gelir seviyesi ylksek Ulkeleri gelir
diizeyi acisindan yakalayacagini 6ne siren sarth yakinsama teorisi ile uygundur (Herz &
Roger, 1995; Keefer & Knack, 1997).

Sermaye degiskeninin katsayisi hem OECD ilkeleri hem de Avrupa Birligi
Ulkeleri icin pozitif yonll ve istatistiki olarak anlamhdir (sirasiyla 0.343: p<0.01: 0.322:
p<0.1). Calisma kapsaminda yer alan Ulkelerin, brit sabit sermaye yatimlari ekonomik
blylmelerini pozitif yonde etkilemistir. Gegmis yillarda yapilan ¢alismalarda bu sonucu
desteklemektedir (Karadam, 2015; Long & Summers, 1991).

Enflasyon degiskeninin katsayisi hem OECD llkeleri hem de Avrupa Birligi
negatif yonli ve istatistiki olarak anlamlidir (sirasiyla -0.635: p<0.001 ve -0.615:
p<0,05). Enflasyon ile ekonomik biylime arasindaki negatif iliski literatlirde yapilan ve
yukarida bahsedilen calismalar ile ayni yénde oldugu goérilmektedir. Sonug olarak,
dislik enflasyon oranin oldugu tlkelerde yliksek bliylime orani olacaktir.

Enflasyon degiskenini diger agiklayici degiskenlerden ayiran yoni, para
politikasinin bir sonucu olarak ortaya ¢ikmasidir. Bu kapsamda para politikasi degiskeni
olarak da gériilebilir. Onceki béliimlerde bahsedildigi gibi para ve maliye politikalarinin
etkinligi ve birbirleri ile olan etkilesimi iktisat yazininda tartisilan bir konu olmustur.
Cahsma kapsamindaki donemde, ekonomik biylme Uzerinde maliye politikasinin
etkinligi yok iken para politikasinin etkinligi hem OECD (lkelerinde hem de Avrupa
Birligi Ulkelerinde gliglu bir sekilde gézlenmektedir (Tablo 2 Model 11l ve Model VI).

Issizlik degiskeninin katsayisi hem OECD iilkeleri hem de Avrupa Birligi negatif
yonli ve istatistiki olarak anlamhdir (sirasiyla -0.287: p<0.05 ve -0.473: p<0.05). issizlik
ile ekonomik bliyime arasindaki negatif iliski literatirde yapilan ve yukarida
bahsedilen ¢alismalar ile ayni yonde oldugu gorilmektedir.

6. Sonug

1929 Ekonomik krizinin ardindan politika uygulayici tarafindan kullanimi
yayginlasan Keynezyen iktisadi politikalarin temelinde yatan maliye politikalarinin,
blylime, issizlik vb. makro degiskenler Uzerindeki etkisi yaygin bir sekilde
tartisiimaktadir. Etkisi ve blyUkIGgUu itibariyle 1929 Ekonomik Krizi ile karsilastirilan
2008 krizi sonrasi, llkelerin krizden ¢ikmak icin kullandiklari maliye politikalari, mali
etki etrafinda analiz edilmis ve bitcenin milli gelir Gzerindeki uyarici etkisini ifade eden
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mali etki ile blyume arasindaki iliski 2008 krizi sonrasi icin ortaya konulmaya
cahsiimigtir.

2008 krizi sonrasinda Ulkeler genigletici para ve maliye politikalari uygulamalari
ile krizin etkisini hafifletmek ve pozitif ekonomik bliylimeyi saglayarak issizligi azaltmayi
hedeflemislerdir. Calisma sonucunda mali etki ile ekonomik biylime arasinda soz
konusu dénem igin negatif yonlu bir iliski elde edilmistir. 2008 krizi sonrasinda
uygulanan genisletici maliye politikalarinin blyiime (izerinde olumlu etkisi olmadigini
gosteren bu durum, maliye politikalarinin beklenen Keynezyen etkileri gostermedigini
ortaya koymaktadir. Esasen s6z konusu donem igin bliyiimeyi etkileyen temel faktorler
duslik enflasyon, dis ticaret ve sermaye yatirimlaridir.

Calisma yapilan analiz sonuglarina gére; 2008 krizi sonrasi dénemde (lkelerin
ekonomik blylmelerini maliye politikalarindan ziyade para politikalari Gzerine
kurduklari ve politika tercihlerini para politikasindan yana kullandiklari gérilmektedir..
Ayrica, bu dénemde (lkeler brit sermaye yatirimlar ve issizlik ile micadele ile
ekonomik biylmelerini desteklemislerdir. Duslik enflasyon ortami, disa agik bir
ekonomi ve sermaye yatirimlarinin arttirilmasi krizden cikis yolu olarak kullaniimistir.
Bunun igin Ulkelerin, bitgelerini ekonomik blylmeyi etkileyen bu degiskenleri dikkate
alarak dizayn etmeleri gerekmektedir.
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Toplumlar dogal afet zararlarinin énlenmesi/azaltiimasi, riskin yayilmasi
icin yeterince eylemde bulunmamaktadir. Kamu kesiminin eksik/ asimetrik
bilgi, miyopluk, kolektif eylemsizlik gibi sorunlardan kaynaklanan piyasa
basarisizliklarina mudahale etmesi gereklidir. Boylelikle dogal afetlerin
kamu maliyesine getirecegi mali ylk azaltilabilecegi gibi, toplumsal
kaynaklarin daha etkin tahsisi saglanarak sosyal refah artirilabilir. Bununla
birlikte kamu kesimi de bu konuda basarisiz olmaktadir. Etkin dogal afet
yonetimi yapilmasini engelleyen politik motivasyonlar bulunmaktadir.
Politikacilar kamu maliyesindeki zaman tutarsizligi probleminden dolayi
kendilerine kisa vadede se¢im destegi saglayacak politikalara daha fazla
onem verirler. Bu nedenle eger 6nlemlerin faydasi uzun vadede ortaya
cikiyor ve kisa vadede se¢cmenlere ylik getiriyor ise, dogal afet 6nlemlerine
iliskin dlizenlemeleri ve yatirimlari vyeterince yapmazlar. Secimsel
desteklerden dolayl afet yardimlari yapmayi tercih ederler. Politik
motivasyonlardan kaynaklanan sorunlarin ¢6zimi, demokratik hesap
verebilirligi artiracak kurumsal mekanizmalarin olusturulmasina ve dogal

afet riskleri konusundaki farkindaliklarin artmasina baglidir.

1. Giris

Dogal afetlerle miicadele kamu kesiminin kosullu yikimlultkleri arasindadir.
Deprem, taskin, yangin, kuraklik, erozyon, firtina gibi bir olay meydana geldiginde
devlet bir yandan tahrip olan altyapinin yenilenmesi gibi acik yiukimliliklerini yerine
getirmeye calismakta diger yandan kamuoyu baskisi sonucu dogal afetlerin neden
oldugu ekonomik zararlari tazmin etmek gibi ortiik ylikiamlaliklerle karsilasmaktadir.
Kamu kesiminin (stlenmek zorunda oldugu bu yikimlilikler bitceye ek bir yik
getirmekte, hatta bazi durumlarda devletin mali krize girmesine bile neden
olabilmektedir. Ayrica toplam bltcede bir degisiklik olmasa bile kaynaklar yeniden
tahsis edilmektedir. Bu durum uzun vadede ekonomik kalkinma ve gelir dagiiminda
adaletin saglanmasi gibi nihai hedefler igin uygulanacak politikalarda sapmalara ve
toplumsal refahta kayiplara neden olmaktadir.

Dogal afetleri engellemek mimkin degildir. Ayrica dogal afetlerin sikligi,
siddeti, gerceklestigi cografi bolgedeki niifus yogunlugu, ekonomik gelismislik diizeyi,
gelir dagihmi vb. faktorler afetlerin yarattigi can ve mal kayiplarini ve dolayisiyla
devletin mali ytukamlildklerini dnemli olglide etkilemektedir. Bununla birlikte benzer
afet riski ile karsi karsiya kalan ve benzer yapisal kosullara sahip olan toplumlarda
afetlerle basa ¢ikma kapasitesi farklidir. Sosyal ve ekonomik yonden dogal afetlere
karsi adaptif kapasitesi' yiksek olan toplumlarda afetler her zaman felaketle

! Uyarlanabilir kapasite, bir ulkenin ekonominin disindan gelen olumsuz soklarla miicadele etme
kapasitesidir. Dogal afetlerde adaptif kapasite, bir dogal afet meydana gelmeden 6nce toplumun
kirilganhg ve olay meydana geldikten sonra dayanikliigi olarak tanimlanabilir (Bkz: Dayton-Johnson,
2004).
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sonuglanmamaktadir. Dogal afet zararlarinin 6nlenmesi/azaltiimasi, riskin yayilmasi igin
eylemlerde bulunan toplumlarda can ve mal kayiplarinin daha disiik dizeyde
gerceklesmesi mumkindir. Fakat farkh yaklasimlara (neo-klasik, davranigsal) dayali
olarak yapilan pek ¢ok teorik/ampirik calisma bu konuda piyasa basarisizhgl oldugunu
gostermektedir. Piyasa basarisizliklarinin giderilmesi igin ise kamusal eylemlere ihtiyag
duyulmaktadir. Kamu kesimi, piyasa basarisizligina neden olan asimetrik bilgi, miyop
davraniglar, ahlaki tehlike, davranissal yanhliklar, kolektif eylemsizlik gibi sorunlara
blylk olcide ¢ozim getirebilir. Caydirici/yasaklayici diizenlemeler yaparak, standartlar
belirleyerek, kamu mal saglayarak, bilgi eksikligini gidererek, afet fonlari olusturarak,
kamu/6zel sektor sigortaciligi gelistirerek piyasa basarisizliklarina midahale edebilir.
Ancak gelir yetersizligi, kurumsal altyapi yetersizligi ve politik faktorler, kamu kesiminin
bu konuda basarisiz olmasina neden olmaktadir.

Bu calismada, ampirik ve teorik literatire dayali olarak, dogal afet risklerinin
onlenmesi/azaltiimasi/yayilmasi 6nlemlerinin yeterince alinmiyor olmasina yol agan
piyasa basarisizliklari ve kamu kesimi basarisizliklari incelenmektedir. Calismanin ikinci
boliminde dogal afetlerin kisa, orta ve uzun vadede yaratacagl ekonomik ve mali
maliyetler &rneklendirilmektedir. Uclincii bolimde dogal afet 6nlemlerinin eksik
olmasina yol agan piyasa basarisizliklari ve kamu kesimi basarisizliklari ele alinmaktadir.
Dordinci bélim sonug ve degerlendirmedir.

2. Dogal Afetlerin Ekonomik ve Mali Maliyeti

Barro (2006 ve 2009), siddetli durgunluk, finansal krizler, savaslar, dogal afetler,
salgin hastaliklar gibi gerceklesme olasiligi diisiik olan ve seyrek sekilde meydana gelen
felaketlerin ekonomide ¢ok blyik refah kayiplarina neden oldugunu soylemektedir.
Dogal afetlerin beseri ve fiziksel sermayede yarattigi tahribat ve bu tahribatin
zincirleme etkileri toplumsal refahi kisa, orta, uzun vadede olumsuz
etkileyebilmektedir. Bireylerin ve firmalarin sahip olduklari varliklarin ve galisma
kapasitelerinin azalmasi kisa vadede gelirlerinde énemli bir diisiise neden olmaktadir.
Gelirdeki bu dislsle basa c¢ikmak icin gelistirilen stratejiler ise uzun vadede refahi
olumsuz etkileyebilmektedir. Ornegin egitim ve saglik icin yapilan harcamalarin daha
acil ihtiyaclar icin kullanilmasi bir ailenin refahini birka¢ kusak boyunca
azaltabilmektedir. Benzer sekilde afet sonrasi yeni harcama kalemlerinin ortaya ¢itkmasi
kisa vadede blitce aciklarina neden olurken, beseri ve fiziksel sermayeyi gelistirmek icin
yapilacak yatirim harcamalari azalabilmekte, uzun vadede kalkinma hedeflerinden
sapmalara neden olabilmektedir.

2.1. Ekonomik Maliyetler

Bir dogal afetin ilk etkisi mortalite, morbidite ve fiziksel altyapi kaybina (konut,
yol, telekomiinikasyon, elektrik sebekeleri ve diger altyapi) neden olur. Bu ilk etkilerin
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ardindan ekonomi Uzerindeki etkiler (gelir alanlari, istihdam, sektorel Uretim
kompozisyonu, enflasyon vb.) ortaya cikar (Cavallo & Noy, 2010). Dogal afetlerin
ekonomik etkisi genel olarak dogrudan ve dolayh etkiler seklinde kategorize edilir.
Bununla birlikte ECLAC (Latin Amerika Ulkeleri Ekonomik Komisyonu-Economic
Commission for Latin America and Caribbean) 1991 yilinda felaketlerin ekonomik
etkilerini degerlendirmek i¢in dogrudan zararlar, dolayli zararlar ve ikincil etkiler
arasinda ayrim yapan bir metodoloji gelistirmistir. Dogrudan zararlar, dogal afet
sirasinda veya dogal afetin dogrudan bir sonucu olarak tim sabit varlklarda (mulkler
dahil), mamul ve yari mamul mallarin, hammaddelerin ve yedek pargalarin sermaye ve
stoklarinda meydana gelen zarar olarak tanimlanir. Dolayl zararlar, bir felaketten sonra
Uretilmeyecek olan mal akislarina ve saglanamayacak hizmetlere olan etkisi ile ilgilidir.
Fiziksel terimler yerine parasal olarak 6lgulirler. Dolayl zararlar, fiziksel altyapinin veya
stoklarin tahrip edilmesinin ardindan isletme giderlerini artirabilir. Mal veya hizmet
sunumunda alternatif tGretim ve/veya dagitim araglarinin kullanilmasi geregi nedeniyle
ek maliyetler ortaya cikabilir. Uretim, isletme veya gecim araglarinin tamamen veya
kismen kaybedilmesi durumunda gelir kayiplari yaratabilir. ikincil etkiler, afetlerin
genel ekonomik performans tzerindeki etkisidir. Gayri Safi Yurtici Hasila (GSYH), ticaret
dengesi, 6demeler dengesi, borcluluk dilizeyi, parasal rezerv dlizeyi gibi makro-
ekonomik gostergeler ve mali gostergeler lzerindeki etkileri ile olgllirler (Marti,
1997).

Dogal afetlerin dogrudan, dolayli ve ikincil etkilerinin ekonomi Uzerinde
olumsuz etkide bulunacagi genel olarak kabul gérmekle birlikte, dogal afetlerin makro-
ekonomik dinamikleri o6nemli O6lcide etkilemedigi, hatta olumlu etkilerde
bulunabilecegini isaret eden bazi calismalar da mevcuttur. Ornegin Albala-Bertrand
(1993), felaketlerin 6zellikle insaat sektoriinii uyarabilecegini ve yeniden insa sirasinda
GSYH'ye onemli Olciide katkida bulunabilecegini soylemektedir. Dogal afetlerin
bliyime hizi Gizerindeki potansiyel etkilerini analiz ettikleri calismalarinda, afet sonrasi
sermaye kaybinin ekonomik bliyime hizi lzerinde 6nemli bir etki yaratmadig
sonucuna ulagsmistir. Enflasyon orani degismemekte, tarim ve insaat sektoriinde lretim
artmaktadir. Jha vd. (2018) de, “yaratici yikim” hipotezinden yola cikarak, afetlerin
gelisim acgisindan olumlu sonuglar dogurabilecegini belirtmektedir. Felaketler, sermaye
stokunun artmasi, yeni teknolojilerin benimsenmesi, mevcut sistemin esnekliginin
artirilmasi ve yasam standartlarinin yiikselmesi icin bir firsat sunmaktadir. Filipinler
ornegini ele alarak vyaptiklari ampirik analizde, vyaratici yikima dair kanitlar
bulmuslardir. Ulusal hiikiimetlerin, yerel dayanikhligi artirmak ve yeniden yapilanma
icin tahsis ettigi mali kaynaklarin ekonomik bliyimeyi giiclendirebilecegi ve yoksullugu
azaltabilecegi sonucuna varmislardir.

Bununla birlikte ampirik calismalarin bircogu, dogal afetlerin dogrudan, dolayl
ve ikincil etkiler aracihigiyla ekonomiyi kisa, orta ve wuzun vadede olumsuz
etkileyecegine iliskin teorik éngériileri destekler niteliktedir. Ornegin Murlidharan &
Shah (2001), 1980-1995 donemi icin gelismis ve gelismekte olan Ulkeler icin yaptiklar
analizde dogal afetlerin ekonomik buylmeyi kisa ve orta vadede olumsuz etkiledigi
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ancak uzun vadede etkinin azaldigi sonucuna ulasmislardir. Hochrainer (2009), dogal
afetlerin orta vadede (afet olayindan sonra 5 yila kadar) ekonomi Gzerindeki etkisini
analiz etmistir. Dogal afetlerin ortalama olarak olumsuz sonuglara yol agtigini (6zellikle
dogrudan etkiler), bliylik soklar durumunda olumsuz sonuglarin daha belirgin oldugunu
bulmustur. Heger vd. (2008), mali ve ticari agiklarin blyldugi sonucuna ulasmislardir.
Raddatz (2007), dogal afetlerin gelismekte olan (lkelerde ¢ikti dinamiklerini olumsuz
etkiledigi sonucuna varmistir. Otero & Marti (1995), kisa, orta ve uzun vadede afetlerin
ekonomik kalkinma ve ekonomik performans Uzerinde olumsuz etkileri oldugunu,
ozellikle, kisa ve orta vadeli etkilerin 6nemli oldugunu géstermislerdir. Benson & Clay
(2004), Dominik, Banglades ve Malavi’deki vaka g¢alismalarina dayali olarak, dogal
afetlerin uzun vadede sermaye ve emek kaybinin yani sira, altyapi ve piyasadaki
bozulmalarla iliskili olarak emek ve sermayenin Uretkenligini olumsuz yonde etkiledigi
sonucuna ulasmislardir. Afetler ekonomik istikrarsizlik ve belirsizlik ortamina katkida
bulunarak, potansiyel yatirimlari da engelleyebilmektedir.

Afetlerin siddeti ve ekonomik kosullar da afetlerin etkilerini degistirmektedir.
Noy (2009), gelismis ve gelismekte olan 109 (lke o6rnekleminde yaptigl ampirik
analizde, okuryazarlik oraninin, kisi basina disen gelirin, kamu harcamalarinin ve ticari
aciklik derecesinin yiksek oldugu (lkelerin felaket sokuna daha dayanikli oldugu ve
makro ekonomik yayilmanin 6nlenebildigi sonucuna ulasmistir. Ayrica elde edilen
bulgulara gore daha fazla doviz rezervine ve daha ylksek yurtici kredi seviyelerine
sahip olan Ulkeler dogal afetlere karsi daha dayanikhidir. Toya & Skidmore (2007) de
daha yuksek egitim ve gelir seviyesine, daha gelismis finansal sistemlere ve daha kiiglk
kamu kesimine sahip olan (ilkelerde ekonomik kayiplarin daha kiiciik oldugu sonucuna
ulasmiglardir.

2.2. Mali Maliyetler

Dogal afetler sonucu beseri ve fiziksel sermayedeki kayiplarin yol actig kisa,
orta ve uzun dénemde, dogrudan, dolayli ve ikincil olumsuz etkiler kamu sektori igin
de gecerlidir. Bir dogal afet meydana geldiginde tibbi yardimin, yiyecek ve siginagin
saglanmasi gibi acil ihtiyaclar icin cari donemde biitcede ek harcama kalemleri ortaya
¢ikmaktadir. Hasar goren altyapinin insa edilmesi de devletin acgik ylkidmlalikleri
kapsamindadir. Okullarin, hastanelerin, yollarin yeniden insa edilmesi icin 6nemli
miktarda kamu harcamasina ihtiyac duyulmaktadir. Ayrica secmenlerin ve cikar
gruplarinin politik baskisi, devletin bazi ortiuk yikamliliklerini glindeme getirmektedir.
Ornegin bir deprem oldugunda bireyler konut ve gelir yardimi saglanmasi igin, kuraklik,
sel, dolu gibi doga olaylarindan etkilenen ciftciler zararlarinin tazmin edilmesi igin,
afetten etkilenen sanayi sektorl stbvansiyonlarin ve/veya vergi indirimlerinin
yapilmasi  icin  talepte  bulunmaktadirlar. Kamuoyunun afet hasarlarinin
sorumlulugunun kimde olduguna iliskin algilari, cikar gruplarinin politik gigleri, 6rtik
ylkimlaliklerin  kapsamini genisletebilmektedir. Kamu kesimi bu tiir toplumsal
talepleri yerine getirmeye ¢alisirken bir yandan harcamalardaki artiglarla, diger yandan
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gelirlerinde azalmayla yuzlesmektedir. Afet sonrasi ekonomik faaliyetlerin azalmasi,
vergi tabanini ve gelir, tiketim, gimrik vergisi gelirlerini olumsuz etkilemektedir.
Gelirlerin giderleri karsilamamasi bitce acgiklarini ve kamu borg stokunu artirmaktadir.
Kisa vadede ortaya c¢ikan bu tir etkiler, orta ve uzun vadede de etkisini
sirdirmektedir. Ornegin Otero & Marti (1995) afet sonrasi biitce kaynaklarinin
yeniden tahsis edilmesinin ve gelirdeki azalisin orta ve uzun dénemli etkilerine vurgu
yapmaktadir. Kisa vadede mali agiklar ve dis ticaret agigl uzun vadede kalici mali
dengesizliklere yola agmaktadir. Mali dengenin bozulmasi, uzun doénemde
hikimetlerin belirli kamusal faaliyetleri surdirmelerini ve/veya iyilestirmelerini
etkileyerek, kamu hizmetlerinin kalitesini bozmaktadir. Hatta mali dengenin
bozulmasinin, sarta bagl borg veren uluslararasi kuruluslar ile yapilan mali diizenlemeleri
de etkileyebilecegini belirtmektedirler. Benson & Clay (2004: 19-26) afet sonrasi
yardimlar ve yeniden yapilanma harcamalarinin artmasinin, planlanan yatirimlarin iptal
edilmesi ya da ertelenmesi, kamu hizmetlerinin sunumunun azalmasi gibi 6nemli firsat
maliyetleri yarattigini séylemektedirler. Afet sonrasi ithalat ve ihracattaki net disisler,
ekonomik aktivitelerdeki azalma vergi gelirlerinin azalmasina ve vergi gelirlerinin
tahsilatinda gecikmelere neden olmaktadir. Hikiimetler doviz rezervlerini azaltarak, i¢ ve
dis borg seviyelerini artirarak, emisyon hacmini artirarak afetlerle ilgili artan maliyetlerin
Ustesinden gelmeye calisabilmektedir. Doviz kurunun artmasi ve ek harcamalar
gelecekteki borg servisi 6demelerini artirabilmektedir.

Dogal afetlerin ekonomik etkisi gibi yol actigi mali maliyetler de bliylik oranda
Ulkeye 6zgli makroekonomik kosullara ve gelir kaynaklarinin yapisi, kamu harcamalari
gibi mali kosullara baglidir. Pelling vd. (2002), kamu gelirlerinin, doviz transferlerinin ve
yabanci kaynaklarin yeniden insa maliyetlerini karsilamak igin yeterli olmadig
durumlarda, 6zel bankalara finansman saglama ve enflasyona dayali para tabanini
artirma yonindeki baskinin uzun vadeli i¢c dengeyi bozacagini belirtmektedirler. Noy &
Nualsri (2011), genel olarak gelismekte olan (ilkelerde afet sonrasi harcamalarin
arttigini ve gelirlerin azaldigini ifade etmektedirler. Bu donemsel mali dinamikler, dogal
afetlerin orta ve dlsuk gelirli Ulkeler Uzerindeki olumsuz etkilerini daha da
kotilestirebilmektedir. Benali vd. (2018), orta gelirli lilkelerde dogal afetlerden sonra
hiikiimetlerin kamu harcamalarini, bitce aciklarini ve kamu borg¢ stokunu artirarak
yeniden yapilanma faaliyetlerinde bulundugu sonucuna varmislardir. Akar (2013),
Turkiye’de Marmara, Dizce ve Van depremlerinin ekonomik biyime, enflasyon, dis
ticaret dengesi, merkez bankasi rezervleri lizerinde yarattigi olumsuz etkinin yani sira
vergi ertelemeleri, tahsil edilemeyen vergiler nedeniyle kamu gelirlerindeki azalmanin,
hasarlarin tazmini icin yapilan kamu harcamalarindaki artisin kamu maliyesi lizerinde
blyik bir yik yarattigini géstermistir. Hochrainer-Stigler vd. (2018), sadece gelismekte
olan ulkelerde degil, sanayilesmis Ulkelerde de dogal afetlerden kaynaklanan risklerin
mali istikrar ve orta ve uzun vadeli ekonomik biylime icin 6nemli bir tehdit
olusturdugunu belirtmektedirler. Gelismekte olan (lkeler icin dogrudan etkiler,
gelismis Ulkelerde dolayh etkiler daha dnemli bir risk kaynagidir.

80



Altun, T. (2019). “Dogal Afet Onlemlerinin Politik Ekonomisi”, International Journal of Public Finance,
4(1), 75-98.

3. Onlemlerin Yetersizliginin Nedenleri: Piyasa ve Kamu Basarisizliklari

Dogal afetlerin ekonomik ve mali maliyetleri, ekonomik gelismislik duizeyi, gelir
dagihmi, demografik ve cografik faktorler gibi yapisal kosullara gore degisebilir. Yapisal
kosullari degistirmek uzun vadeli kalkinma politikalarinin bir pargasidir.

Riskli bolgelerde yasayan hanehalklarinin, sanayi, hizmet ve tarim sektdriinde
faaliyet gosteren firmalarin yerlesim yerlerinin degistirilmesi, afetlere karsi alinabilecek
en etkili 6nlem tirlerinden biridir. Ancak bunu yapmak oldukca glctir. Cografi
kisithihklar, parasal kaynaklarin yetersiz olusu ve birtakim ekonomik ve sosyal tesvikler
nedeniyle bireyler ve firmalar vyerlesim vyerlerini degistirme imkanina ya da
motivasyonuna sahip degildir. Ornegin gelir diizeyi disik olan bireyler yerlestikleri
bolgenin dogal afetler agisindan riskli oldugunu bilseler bile tasinmalari igin yeterli
kaynaga sahip olmayabilirler. Kiguk ciftcilerin tarim yaptiklari araziyi degistirmesi
imkani olmayabilir. Duslk gelirliler, dogal afetlere karsi 6nlem almak igin yapilacak
yatinmlarin ya da sigorta poligeleri igin 6denecek primlerin maliyetini
karsilayamayabilir. Bu gruplar igin barinma, beslenme, saglik ihtiyaglari igin yapilacak
harcamalarin refaha katkisi gok daha yiiksek olabilir. Gelir yetersizligi kamu sektériinin
de bu konudaki yetersiz yatirimlarini agiklayabilir. Kamu kesimi sinirli kaynaklarini
sosyal refahi artirma kapasitesi acisindan daha oncelikli alanlara yonlendirebilir.
Ozellikle gelismekte olan iilkelerde gelir yetersizligi, énlemlerin yeterince alinmiyor
olmasinin bir aciklayicisi olabilir. Kenny (2009) gelismekte olan lkelerde, afet
korumasinin ekonomik acidan liiks bir mal olabilecegini belirtir. Clinkl bu tir koruma
faaliyetleri diger yatirimlara kiyasla daha disik ve belirsiz getiri saglayabilir. Bu
nedenle Pelling vd. (2002); Dayton-Johnson (2004) gibi yazarlar afet politikalarinin
kalkinma politikalarina entegre edilmesi gerektigini belirtirler.

Dogal afet 6nlemlerinin yetersiz alinmasinin nedeni yapisal faktorler oldugunda,
kisa vadede bireyler, firmalar ve kamu kesimi acisindan alinan bu tir kararlar, fayda
maliyet acgisindan etkin olabilir. Ancak kisa vadede, olumsuz yapisal kosullara ragmen,
bazi kurumsal faktorleri iyilestirerek dogal afetlerin yarattigi can kayiplarini ve
ekonomik ve mali zararlarn azaltmak mimkindir. Alinacak Onlemler dogal afet
gerceklesmeden oncesi ve sonrasi olmak Gzere farkh boyutlarda ele alinabilir. Farkh
afet tirlerine gore afet 6ncesi alinacak 6nlemler degismektedir. Bununla birlikte genel
olarak binalarin afetlere karsi dayanikli hale getirilmesi, barajlarin, setlerin, kanallarin
insa edilmesi, erken alarm sistemlerinin olusturulmasi, uzun dénem hava tahmin
raporlarinin ve mahsul modelleme arastirmalarinin kullanilmasi gibi muhendislik
¢Ozlimlerine yatirm yapilmasi gerekmektedir. Bu yatirimlar 6zel sektor tarafindan
yapilabilecegi gibi kamu sektori tarafindan da yapilabilir.

Afet sonrasi icin alinacak onlemler ise zararlarin tazmin edilmesi ve riskin
yayilmasi icin finansal kaynaklarin olusturulmasidir. Sigortalar en sik kullanilan finansal
kaynak saglama aracidir. Bireysel tasarruflar, acil kullanim icin ayrilan fonlar, krediler
gibi araglar da afet sonrasinda kullanilabilir. Asagidaki tabloda, mikro, orta ve makro
Olcekte risk finansman diizenlemelerine iliskin 6rnekler gosterilmektedir.

81



Altun, T. (2019). “Dogal Afet Onlemlerinin Politik Ekonomisi”, International Journal of Public Finance,
4(1), 75-98.

Tablo 1: Mikro, Orta ve Makro Olgekte Risk Finansman Diizenlemeleri

Mikro Olgek Orta Olgek Makro Olgek
(Hanehalklar, (Sigorta Sirketleri, Finansal (Devlet)
KOBI’ler/Ciftgiler) Kurumlar, Bagis Veren

Organizasyonlar, STK'lar,
Tarim Endustrisi,
Kooperatifler)

Sigorta Mulkiyet temelli garantiler, STK’lar ve kooperatifler igin Devlet risk transferi
Araglari mahsul ve hayat sigortasi, parametrik sigortalar, sigorta (6rnegin devlet
endeksli mulkiyet, sirketleri icin reasirans, felaket  reasiiransi, felaket
hayvancilik ve mahsul bonolari, gegici reasiirans bonosu, gegici
sigortasi, hava durumu (sidecars) reasirans), kosullu
finansal korumalari, ulusal krediler, bolgesel
sigorta programlari felaket havuzlari
Dayanigma Kamu yardimi, insani yardim  Kamu garantileri, kurtarmalar iki yanli, cok yanli
(bailouts) yardimlar, AB
dayanisma fonlari
Tasarruf Tasarruflar, mikro Acil likit fonlar Rezerv fonlar, afet
ve Krediler tasarruflar, mikro krediler, sonrasi krediler

elverigli varliklar, gida
depolari, borg verenler

Informel Akrabalik ve diger karsilikh Blitce programlarindan
Risk diizenlemeler, bagislar diger sapmalar
Paylagimi

Kaynak: Linnerooth-Bayer vd., 2019.

Yukarida kisaca bahsedildigi Gzere, dogal afet 6ncesi ve sonrasi icin hem kamu
kesimi hem de 06zel kesim tarafindan alinabilecek cok cesitli 6nlemler vardir. Bu
Onlemler icin yapilacak yatirimlar bazi durumlarda fayda maliyet acgisindan etkin
olmavyabilir. Ancak dogal afet onlemlerinin yetersiz olmasinda tek faktor rasyonel
kararlar degildir. Felaket risklerine karsi yapilan fayda maliyet analizleri, insan
yasaminin degeri, felaketin siddetinin 6lctilmesi, insaat maliyetlerinin hesaplanmasi vb.
bircok faktorlii kapsayan tahmin ve varsayimlari icerir. Bu nedenle bu tir
hesaplamalarda blylik oranda belirsizlik ve degiskenlik s6z konusudur. Ancak Kenny
(2009), bu konuda vyapilmis bircok calismayl referans gostererek faydalarin
maliyetlerden fazla olduguna isaret etmektedir. Dolayisiyla ¢cogu durumda dogal afet
Onlemlerinin yeterince alinmamasi irrasyonel kararlardan kaynaklanmaktadir. Bireyler
ve firmalar irrasyonel bir sekilde dogal afet 6ncesi ve sonrasi icin eksik yatirim
yapmakta ve piyasa basarisizligina neden olmaktadir. Kamu kesimi cesitli politik araclar
ile piyasa basarisizliklarina midahale edebilir. Ancak bir yandan gelir yetersizligi,
teknolojik altyapi yetersizligi, idari sorunlar gibi yapisal kosullar, diger yandan politik
motivasyonlar, kamu kesiminin de bu konuda basarisiz olmasina neden olmaktadir.
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3.1. Piyasa Bagsarisizliklari

Bireylerin afet risklerine karsi neden irrasyonel sekilde yetersiz yatirim yaptigini
aciklayan cesitli yaklasimlar bulunmaktadir. Asimetrik bilgi, miyopluk, kolektif eylem
sorunlari, “tanrinin eylemleri” anlayisi, davranissal yanliliklar gibi bazi sorunlar piyasa
basarisizliklarina neden olmaktadir. Rasyonel karar alindigi varsayiminda da ahlaki
tehlike problemi yine yetersiz 6nlem alinmasina neden olan bir piyasa basarisizhg
olarak ortaya ¢ikabilmektedir.

Afet Oncesi alinabilecek en etkili 6nlemlerden biri dayanikh binalar insa
etmektir. Ancak insaat piyasalarinda saticilar ve alicilar arasinda biyik bir bilgi
asimetrisi s0z konusudur. Bireyler felakete dayanikh binalara yatirim yapmaya istekli
olsalar bile binanin afetlere karsi dayanikhhgl konusunda belirsizliklerle karsi
karsiyadirlar. insaat bittikten sonra binanin dayanikhliginin bilinmesi giictiir. Ancak
insaat slrecindeki denetimler binanin dayaniklihigini ortaya koyabilir (Neumayer vd.,
2014). Anbarci vd. (2005), Akerlof (1970)’in bilgi asimetrisi sorununu binalarin afetlere
karsi dayanikhligina uyarlar ve Gresham kanunun bir baska versiyonunun burada
isledigini belirtirler. Binalara iliskin diizenlemeler yoksa ya da mevcut dizenlemeler
etkin sekilde uygulanmiyorsa koti binalar iyi binalari kovacaktir. Asimetrik bilgi, insaat
firmasi ile mihendisler ve mimarlar arasinda da s6z konusu olabilir. Glvenli olmayan
insaat tasarimlari insaat firmasindan gizlenebilir (Kenny, 2009). Ayrica yatirimcilar
dayanikli bina yapmak isteseler bile, afetin siddetini ve etkisini tam olarak bilemezler.
Guvenli tarafta olmak igin beklenen en ylksek tehlike seviyesinden daha fazla yatirim
yapmalari gerekir ki, bu da yatirimlari olmasi gerekenden daha pahali hale getirir
(Neumavyer vd., 2014).

Dogal afet hasarlarini 6nleme ve azaltma faaliyetleri kolektif eylemi
gerektirebilir. Risk analizleri, erken alarm sistemleri, agaclandirma, setler ve barajlar
insa etmek vb. altyapiya iliskin hazirliklarin yapilmasi icin bireysel olarak degil topluluk
olarak harekete gecmek gerekir. Ancak bu tiir dnlemler kamu mali olduklari icin ortak
havuz problemi ortaya ¢ikar. Ayni zamanda bu tir 6nlemlerde pozitif digsalliklarin yani
sira negatif dissalliklar s6z konusudur. Pozitif digsalliklar nedeniyle, bireyler, bireysel
fayda ve maliyetlerine gbre rasyonel bir sekilde dogal afet onlemleri igin yatirim
yapmamaya karar verse bile bu durum toplumsal refah acisindan etkin olmayabilir.
Negatif dissalliklar ise bireysel olarak alinan 6nlemlerin etkisini azaltabilir/yok edebilir.
Ornegin bir deprem meydana geldiginde bir binanin depreme karsi dayanikli olmasi
tehlikeyi bash basina engellemez. Depreme dayaniksiz komsu bina dayanikh binanin
Uzerine ¢Okebilir.

Dogal afetlerin kontrol edilemez olusu, insanlarin bunu tanrinin eylemleri olarak
degerlendirmesine neden olur. Hatta bazi durumlarda tanrinin bir cezasi olarak bile
algilanabilmektedir. Praeter & Lindell (2000), bu fikir nedeniyle insanlarin dogal
afetlere karsi alinacak oOnlemlerin  fayda ve maliyetlerini dogru sekilde
degerlendirememelerine neden olabilecegini belirtir.
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Dogal afetler konusunda deneyimin azligi ve olasihigin dusikliglinden
kaynaklanan sezgisel disinme, sistematik oOnyargilar, sosyal normlar ve sosyal
karsilastirmalar, 6grenme hatalari gibi davranissal basarisizliklar da yetersiz 6nlem
alinmasini aciklayabilir. Davranissal teori, dogal afetler gibi gerceklesme olasilig diistik
ancak buyik risk iceren olaylarda sezgisel diisinme bigiminin yaygin oldugunu kabul
eder. Sezgisel dislinen bireyler, fayda maliyet analizini optimal bir sekilde
yapamamaktadirlar. Afet dncesi binalarin gliglendirilmesi icin ya da herhangi bir hasar
olasiligina karsi sigorta yaptirmak igin yapilacak harcamalarin faydasi kisa vadede
ortaya ¢ikmaz. Bu nedenle bireyler bu tir yatirimlari bosuna yapilan harcamalar olarak
degerlendirebilmektedirler (Kunreuther, Meyer & Michel-Kerjan, 2013; Kuntreuther &
Pauly, 2014; Kunreuther, 2015; 2016, Altun, 2018). Dogal afetin belirsizligi de, cari
déneme, gelecek donemden daha fazla agirlik verme, belirsizlik durumunda secim
yapmayi erteleme, risk olasiliklarini asiri iyimser sekilde degerlendirme, statiko
yanlhg gibi sistematik onyargilara yol agmaktadir. Sistematik 6nyargilar bireylerin
risklerin  boyutu ve olasiliklarini, 6nlemlerin fayda ve maliyetini dogru
degerlendirememelerine neden olmaktadir (Kahneman & Tversky, 1979; Laibson,
1997; Johnson vd., 1993; Tversky & Shafir, 1992; Kahneman, 2003). Sosyal normlar ve
sosyal karsilastirmalar, kisilerin rasyonel fayda maliyet analizine gore degil, kalabaligin
aklina gbére onlem alip almama karari vermelerine neden olmaktadir. Baskalarinin
onlem almadigini géren bireyler bundan etkilenmektedir. Ayrica bir dogal afet sonrasi
kendi refah dizeylerindeki kayiplari baskalarinin kayiplari ile karsilastiran bireyler,
blyik bir hasara maruz kalmis olsalar bile 6znel iyi oluslarini daha yiksek dizeyde
degerlendirebilmektedirler (Friedl, Lima de Miranda & Schmidt, 2014). Afetlerin nadir
gerceklesen olaylar olmasi da yetersiz deneyime neden olmaktadir (Kunreuther vd.,
2013). Deneyimin yetersizligi, ne gibi onlemler alinmasi gerektigi konusunda bir
belirsizlik yaratmaktadir.

Dogal afetler konusunda devletin bir¢cok acik kosullu yukimluligi bulunur.
Bununla birlikte devletin agik bir sekilde yukimluligli altinda olmayan, kamuoyunun
beklentileri neticesinde ortaya c¢ikan ortik yukimlilikleri de s6z konusudur. Evleri,
isyerleri yikilan, hasar goren, gelir kaynaklari yok olan vatandaslar eski refah
diizeylerine donebilmek icin devletten yardim beklerler. Solidarist bir anlayisa gore
devletin vatandaslarinin kayiplarini tazmin etmek icin eylemde bulunmasi dogaldir.
Bununla birlikte afet risklerini azaltmak icin yatirirm yapma kapasitesine sahip olan
(6nlemlerin  karsilanabilirligi sorunu ile ylzlesmeyen) bireylerin bu yardimlara
glivenmesi ahlaki tehlikenin 6zel bir durumuna yol acar. Bir dogal afet gerceklestiginde
devletin yardim yapacagini uman bireyler dogal afet onlemleri icin yeterince yatirim
yapmayabilirler. Bu tiir bir problem Buchanan (1975) ve Kunreuther vd. (2013)
tarafindan yardim ikilemi (samaritan dilemma), Raschky & Weck-Hanneman (2007)
tarafindan yardim tehlikesi (charity hazard) olarak adlandirilir. Bu durum hem kamu
kesimine cok fazla yik getirerek mali riskler yaratabilir hem de kaynaklarin fayda
maliyet acisindan daha etkin olan afet Onlemleri yerine hasarlarin tazmini igin
kullanilmasi nedeniyle uzun vadede sosyal refahin azalmasina yol acar.
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Yukarida ¢ogunlukla birey érnekleri Gzerinden verilen asimetrik bilgi, miyopluk,
kolektif eylemsizlik, davranigsal yanliliklar ve ahlaki tehlike gibi piyasa basarisizliklarina
yol acan sorunlar, is cevresi, yerel yonetimler ve ulusal yonetimler icin de gecerlidir.
Ornegin uzun vadeli bir stratejiye gére, tarim ve sanayi sektériinde faaliyet gésteren
firmalarin faaliyetlerini riskli bolgelerden tasimalari gereklidir. Ancak firmalar kisa
vadeli riskleri ve getirileri gz 6nlinde bulundurarak riskli bélgelerde kalmaya devam
ederler (Perrow, 2007: 32). Kuraklik, sel gibi dogal afet risklerine karsi hava tahmin
raporlarinin, risk tahmin arastirmalarinin gelistirilmesi, risk haritalarinin ¢ikarilmasi
gerekir. Yangin riskine karsi erken alarm sistemleri olusturulabilir. Tek bir firma igin
yuksek maliyet gerektiren bu tir arastirmalar ve kurulan sistemler, ilgili tim sektor
acisindan uygun maliyetli olabilir. Ayni sekilde birkag bolgeyi birden ilgilendiren dogal
afet tehlikeleri icin yerel yonetimlerin ortak onlemler almasi maliyet etkin olabilir.
Ancak kolektif eylem sorunlari bu tir faaliyetlerin yapilmasini engelleyebilir. Bireyler
rasyonel bir karar ile afet risklerine karsi sigorta policesi yaptirmak isteseler bile sigorta
arzi yeterli olmayabilir. Sigorta sirketleri afet riskine tabi olmayan kisileri
sigortalayamayacaklari igin uygun bir risk havuzu olusturamayabilirler. Asimetrik bilgi
problemi ters se¢im ve ahlaki tehlike problemine yol agarak piyasa etkinligini bozabilir.
Bu konuda prim farkhlastirmasi yapilabilir (Rothschild & Stiglitz, 1976). Duslk riskliler
ve afetlere karsi 6nlem alanlar icin dusik primler uygulanabilir. Ancak o6ncelikle
risklerin tespiti gereklidir ki bu da maliyetli tekniklerin kullanildigi gelismis tahmin
modellerinin gelistirilmesini gerektirir. Sigorta sirketleri pazar ki¢lik oldugunda,
sigorta/reasiirans saglamak icin yiksek sabit maliyetli teknolojilere yatirrm yapmayi
karh bulmayabilir (Auffret, 2003). Ayni sekilde sigorta sirketlerinin tiiketicilerin aldigi
onlemleri degerlendirecek teknikler kullanmasi maliyet etkin olmayabilir. Davranigsal
basarisizliklar sigorta sirketi yoneticileri i¢in de gegerli olabilir. Riskler asiri ya da eksik
algilanabilir (Kunreuther, 2015). Gelismekte olan birgok tlkede, bir felaketin ardindan
ek dis yardimin gelecegi varsayilir. Bu tir bir yaklasim zayif planlamaya neden olabilir
(Benson & Clay, 2004: 39). Afet hasarlarini azaltma/6nleme ya da riski yaymak icin
Ulkenin kaynaklarinin kullanilmamasi, bunun vyerine afet sonrasi dis yardimlara
basvurulmasi rasyonel bir karar gibi goriinebilir. Bununla birlikte afet sonrasinda
yapilacak uluslararasi yardimin miktari ve bunun ne kadarinin hibe ne kadarin kredi
seklinde verilecegi cogunlukla Onceden garanti altina alinmaz. Bu belirsizlik ve
muhtemel bor¢ stoku artisi kamu maliyesini olumsuz yonde etkileyebilir. Yerel
yonetimler afet sonrasi ulusal yonetimin yardim yapacagini bildikleri icin yeterince
onlem almayabilirler.

Tim bu sorunlar dogal afet risklerinin 6nlenmesi/azaltilmasi ve yayilmasi
konusunda yuritilecek faaliyetler icin kamusal eyleme duyulan ihtiyaci gosterir.

3.2. Kamusal Muidahaleler

Dogal afetlere karsi alinan 6nlemlerin yetersizligine neden olan asimetrik bilgi,
miyop davraniglar, ahlaki tehlike, kolektif eylemsizlik, davranigsal yanliliklar gibi
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sorunlarin ¢6zimi icin kamu kesiminin Ustlenebilecegi 6nemli roller bulunmaktadir.
Devlet, kolektif eylem ve bilgi asimetrisi sorununa karsi, dogal afetlere dayanikli bina
standartlari guglendirilip siki bir sekilde uygulayabilir. Miyop davranislar igin ylksek
riskli bolgelere vyerlesimi ve bu bolgelerdeki Uretim faaliyetlerini caydirabilir,
yasaklayabilir. Baraj insaatlari, sel uyari sistemleri, yangin sondirme tesisleri vb.
uygulamalar ile kamu mali saglanabilir (Kenny, 2009; Carsell vd., 2004; Neumayer vd.,
2014). Afet tehlikesi bulunan bolgelerde konut ve endistriyel alanlarin insa edilmesi
onlenemediginde sibvansiyonlar ve diger tesvikler araciligiyla binalar ve yerlesim
yerleri gl¢lendirilebilir (Dayton-Johnson, 2004: 31).

Anbarci vd. (2005), 1960-2002 vyillari arasinda diinya capinda meydana gelen
269 buylk depremi analiz ettigi ¢alismasinda kolektif eylemsizligin, depremlerin
yarattigi fiili zararlar Gzerinde dogrudan rol oynadigl sonucuna ulasmiglardir. Bina
kodlarinin olusturulmasi, uygulanmasi, profesyonel lisanslama, depreme dayanikli imar
ve yapilarin giglendirilmesi gibi kolektif eylemlerin depremlerin yikici etkisini dnemli
Olclide azaltabilecegini ortaya koymuslardir. Bununla birlikte gelismekte olan Ulkelerde
binalari gli¢clendirecek mihendislik ¢ozimler yiksek maliyetli olabilir. Ancak bu tir
Ulkelerde distk maliyetli tekniklerin gelistirilmesi ve yayginlastirilmasi, bina
denetimlerinde takdir yetkisinin sinirlandirilmasi ve seffaf diizenlemelerin hayata
gecirilmesi, kamu binalari i¢in diizenleyici uygulamalarin kalitesinin artirilmasi, devlet
sOzlesmelerine afet risk azaltma 6nlemlerinin alinmasina iliskin maddeler konulmasi
gibi basit uygulamalarin yiksek getiri saglamasi mimkindir (Kenny, 2009). Ancak
Spence (2004), bina kodlari ve mevcut bina stogunun iyilestiriimesine yoénelik
dizenlemeler karmasik oldugunda ve/veya pratikte uyulmadiginda etkisinin
olmayacagini belirtmektedir. Bu nedenle kamu kesimi ¢ok kapsamli bir mevzuat
olusturmak yerine basit ancak siki bir sekilde denetlenen diizenlemeleri hayata
gecirebilir.

Perrow, dogal afet riskleri ile micadele icin yapilacak regiilasyonlarin yerel
insiyatiflerin glvenilir olmamasi nedeniyle merkezi dizeyde vyapilmasini Onerir.
Asimetrik bilgiden dolayi yerel makamlarin (yasa koyucular, sehir yetkilileri, planlama
kurullari) milkiyet cikarlarina acik kapi birakabileceklerini, kati standartlar olsa bile,
bina ici sartlarda kamuya agiklanmayan feragatlar saglayabileceklerini belirtir. Bu
nedenle bina ve arazi kullanimi standartlarinin ulusal diizeyde yliksek olmasi gerektigini
vurgular (2007: 35-37).

Dogal afet onlemleri konusundaki asimetrik bilginin yani sira, dogal afet
risklerinin kamuoyunda yeterince bilinmemesi yani eksik bilgi de piyasa basarisizligina
neden olan faktorlerden biridir. Pelling vd. (2002), tehlikelerin, risklerin ve azaltma
stratejilerinin kamuoyunda bilinirliginin artmasinin, bu sorunlarin ele alinmasinda
anahtar faktor oldugunu belirtirler. Bu gorisii destekleyen bir bulgu Poussin vd. (2014)
tarafindan ortaya konulmustur. Fransa’da hanehalklarinin sel tehlikelerine karsi risk
azaltma faaliyetlerini etkileyen faktorleri inceledikleri ¢alismalarinda, kamu tarafindan
alinan 6nlemlerin ve sigorta sirketleri tarafindan verilen tesviklerin bireysel korunma
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eylemlerini pozitif etkiledigini tespit etmislerdir. Bunun nedenini onlemlere iligskin
bilgilere erisime baglamislardir. Dolayisiyla 6zel sektoriin dogal afet riskleri
konusundaki farkindaliklarinin artirilmasi ve uygun risk yonetim araglarini benimsemesi
icin kamusal destek saglanmalidir. Bu tir bilgiler miyop davranislari da azaltabilme
potansiyeline sahiptir. Benson & Clay (2004: 28,40), bir hiikiimetin riskleri yonetmek
icin glivenlik acgiginin gesitli yonlerini kapsayan entegre bir risk stratejisi gelistirmesi igin
risk haritalama, izleme, degerlendirme ve yayma konusunda vyeterince yatirim
yapilmasini, bilginin kolayca, anlasilir ve kullanilabilir sekilde aktarilmasini 6nerirler.
Devlet ayrica sibvansiyonlar ve vergi indirimlerini kullanarak afet oncesi koruma
Oonlemlerinin alinmasi icin miidahalelerde bulunabilir.

ABD Federal Acil Durum Yonetimi Ajans’'na (FEMA) gore, afet hasarlarini
azaltmaya yonelik afet oncesi onlemler icin yapilan harcamalar, afet sonrasi hasar
tazmini icin harcanacak olanlarin yarisi kadardir (Dayton-Johnson, 2004: 31). Bununla
birlikte riski yaymak igin alinacak dnlemler de afetlerin yol agtigi ekonomik kayiplari
azaltarak ve kamu maliyesi izerindeki baskiy azaltarak sosyal refaha katki saglayabilir.
Kamu kesimi, afet fonlari olusturarak, 6zel sigorta piyasalarini destekleyerek, kamu-
Ozel sigortalari olusturarak riskin yayillmasini saglayabilir. Benson & Clay (2004: 53), bu
araclarin potansiyel faydalarini asagidaki sekilde belirtirler:

e Mali denge ve dis denge Uzerindeki baskiyi azaltir.
e Afetlerin finanse edilmesinde kamu kontrolUni artirir.

e Yardim ve yeniden yapilanma yonetiminde kamu kesimi 6nceliklerini belirlerken
daha fazla kapasiteye sahip olur.

e Yardimlar ve fonlarin kullaniminda seffaflik artar.
e Belirli indirimler teklif edilerek risk azaltma eylemleri tesvik edilir.

Afet hasarlarini tazmin etmek icin afet fonlari olusturan gesitli Glkeler vardir. Bu
ulkelerde, bu fonlarin finansman mekanizmasi ve islevleri farkhihk géstermektedir?.

2 Ornegin Meksika’da 1996 yilinda kurulan FONDEN isimli fon vergi miikellefleri tarafindan finanse
edilmekte ve afet sonrasi harcamalar icin kullaniimaktadir. 1994 yilinda Porto Riko’da miilkiyet
sigortasi primlerinin bir kismi vergi indirimi de yapilarak afet zararlari karsiligi olarak ayrilmaya
baslanmistir. Kolombiya’da federal hilkiimet ve bélge yonetimleri biitgelerinin bir kismini dogal afet
fonuna 6demekle yikimlidir. 1999 yilinda Kosta Rika ve Nikaragua’da kurumsal afet yonetim sistemi
reformu kapsaminda ulusal afet fonu yaratilmistir. Avustralya’da Dogal Afet Yardim ve Kurtarma
Dizenlemeleri (National Disaster Relief and Recovery Arrangement-NDRRA) kurulmustur. Bu fon afet
oncesi altyapinin iyilestirilmesi icin azaltma ve sonrasi zararlarin tazmini i¢in harcamalar yapmaktadir.
NDRRA finansman diizenlemeleri kapsaminda, Avustralya Hiikiimeti, eyaletlere yardim ve kurtarma
yardimi i¢in uygun harcamalar konusunda ylizde 75’e kadar mali yardim saglamaktadir. ABD’de Florida
Kasirgasi Felaket Fonu (Florida Hurricane Catastrophe Fund-FHCF) vardir. Ozel sigorta sirketlerinin
gelecekteki kasirga kayiplari icin diisik maliyetli reasiirans saglamalari amaciyla FHCF'ye katilmalari
gerekmektedir. Avusturya’da ulusal bitceden, sermaye gelirlerinden ve kurumlar vergisinden finanse
edilen felaket fonu (Katastrophen Fonds) vardir. Fon oncelikle risk 6nleme faaliyetlerini finanse
etmekle birlikte afet hasarlarini tazmin etmek icin de kullanilir. Tirkiye’de de 1959 yilinda ¢ikarilan bir
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Dogal afet sigortalarinda hem talepten hem de arzdan kaynaklanan piyasa
basarisizliklari ve davranissal basarisizliklar nedeni ile 6zel sigorta kapsami eksik
kalmaktadir. Bir yandan 6zel sigortacilik piyasasina yonelik tesvikler ve regiilasyonlar ile
diger yandan kamu-0zel ortakliklari ile bu basarisizliklarin dizeltilebilmesi imkani
bulunmaktadir. Auffret (2003), Karayip bolgesi lzerine yaptigl analizden yola ¢ikarak
piyasa basarisizliklari igin asagidaki maddelerde belirtilen bazi kamu politikalari 6nerir.
Bu oOneriler dogal afet sigortalarinda ortaya c¢ikan aksakliklar icin yapilmis olmakla
birlikte, bircogu dogal afet risklerini azaltma/dnleme eylemlerinin yetersizligi icin de
kullanigli olabilir. Bunlar:

o Bilimsel arastirmayi tesvik etmek, mevcut teknolojiyi gelistirmek, sonuglarin risk
yonetimi kurumlarina ve nihai kullanicilara yayilmasini saglamak

e Arazi kullanim diizenlemelerinin ve bina kodlarinin olmadigi yerlerde bunlari
olusturulmak, mevcut oldugu yerlerde uygulamak

e Dogal afet riskine karsi dogru bilgi saglamaya yonelik bilgi kampanyalari
dizenlenmek, afet sigortasi alimi igin vergi indirimi saglamak, risk azaltma
onlemlerine yatirim yapilmasini tesvik etmek

e Yabanci sigorta sirketleriile ilgili kisitlamalari ortadan kaldiriimak, yerel sermaye
piyasalarini gelistirmek

Bircok llkede kamu-6zel sektor isbirligine rastlaniimaktadir. Ma & Jiang (2018),
Cin orneginde yaptiklari analizde dogal afet riskini azaltmada ve paylasmada kamu-6zel
sektor isbirliginin pareto-etkin oldugu sonucuna varmislardir. Kamu-6zel ortakliklarinin
cesitli avantajlari vardir. Ornegin sigorta sirketlerine devlet reasiirans sunabilir. Biyiik
capl yikumlialik ortaya ciktiginda garantoér roli Gstlenebilir. Riske dayali primler talep
edebilir. Resmi standartlar gelistirip diizenlemeler yapabilir. Egitim ve uygulamali
arastirma programlari, aktieryal hesaplamalari destekleyecek kamu veri tabanlari ve
risk modelleri sunabilir. Olcek ekonomisinden ve sermayeye daha ucuz erisimden
dolayr maliyetleri distrebilir (Noy vd., 2017).

Dinyada dogal afetler igin 6zel sigortacilik sektoériini siibvanse eden, kamu-6zel
sigortalarini uygulayan ya da 06zel sigorta sirketlerine reasiirans saglayan pek cok tlke
bulunmaktadir. Turkiye’'de DASK, Tarsim, ABD’de Ulusal Sel Sigortasi Programi
(National Flood Insurance Programe-NFIP), Teksas Federal Miulkiyet Birligi Sigortasi
(Catastrophe Property Insurance Association)?, Florida Rizgar Firtinasi Sigortacilari
Dernegi (Florida Winstrom Underwriting Association-FWUA), Kaliforniya Deprem
Otoritesi (California Earthquake Authority-CEA), Meksika'daki Dogal Afetlere Karsi
Yardim Bileseni (CADENA), ispanya’da sigorta sirketlerini tazmin etmek icin kurulan
Sigorta Tazminati Konsorsiyumu (Consorcio de Compensacion de Seguros-CCS), Yeni

kanun ile olusturulan afet fonu bulunmaktadir. Bkz. Linnerooth-Bayer & Mechler (2006); Auffret
(2003); Australian Government Department of Home Affairs (2018); McAneney vd. (2016); Hanger vd.
(2018), R.G. (1959), Tarih: 25/5/1959, Sayi: 10213.

3 1997 yilinda programin adi Texas Winstrom Sigorta Birligi (TWIA) olarak degistirilmistir.

88



Altun, T. (2019). “Dogal Afet Onlemlerinin Politik Ekonomisi”, International Journal of Public Finance,
4(1), 75-98.

Zelanda’da Deprem Komisyonu (The Earthquake Commission-EQC), Japonya’da
Deprem Reaslirans (JER) programi, Fransa’da Merkezi Sigorta Fonu (French Caisse
Centrale de Reasurrance-CCR), Romanya’da zorunlu konut sigortasi sistemi,
Hindistan’da Tarim Sigorta Sirketi (AIC) bunlar arasinda sayilabilir.

3.3. Kamu Basarisizliklarn

Kamu kesimi, yukarida sayildig1 (izere, caydirici/yasaklayici diizenlemeler
yaparak, standartlar belirleyerek, kamu mali saglayarak, bilgi eksikligini gidererek, afet
fonlari olusturarak, kamu/6zel sektor sigortacihigi gelistirerek piyasa basarisizliklarina
miidahale edebilir. Ancak gelir yetersizligi, kurumsal altyapi yetersizligi ve politik
faktorler, kamu kesiminin bu konuda basarisiz olmasina neden olmaktadir.

Ornegin arazi kullanimi planlamasi, bina kodlari gibi diizenlemelerin yapilmasi
ve uygulanmasi, yoksulluk ve idari verimsizlikler nedeniyle sorunlu olabilmektedir
(Pelling vd., 2002). Kenny (2009), gelismekte olan (ilkelerde bina dizenlemelerinin
yolsuzluktan ya da sinirh kapasiteden dolayl yeterince uygulanamadigini, benzer
nedenlerle kamu binalarinin da distk kaliteli insa edildigini sdéylemektedir. Yapinin
denetimini yapan gorevli, yasalara uygun olmayan uygulamalari tam anlamiyla
denetlemeyebilir. Rusvet ve yolsuzluklar nedeniyle uygun olmayan izinler verebilir.
Sorumlulugun net bir sekilde tanimlanmamasi da etkili denetimin Onindeki
engellerden biridir. Denetim gorevlilerinin afetin gergeklestigi gelecek bir donemde
baska bir pozisyonda gorev yapiyor olabilir. Bu kisiler insaat firmalarini kendisini
aldatmakla suclayabilir. Sonug olarak bu kisilerin ciddi ceza riski ile karsi karsiya
gelmemeleri muhtemeldir (Kenny, 2009). Ayrica yerel yonetimlerde binalara ve imara
iliskin kurallarinin ¢ikar gruplarinin taleplerine gore tasarlanmasi ya da denetimlerin
gevsek tutulmasi ihtimali bulunmaktadir. Gililkan (2001), Tirkiye’de, belediyelerde
binalarin tasarim kontrollerini yapacak uygun nitelikte personelin olmamasi,
prosedirlerin karmasik olmasi, sorumluluk sisteminin siirekli olmamasi, ihmalkarhgi
bulunan insaatgilari kovusturmak icin yeterli sistemin olmamasi vb. faktérlerin
Turkiye’de etkin bina kalite glivence sisteminin olusmamasina neden oldugunu
belirtmektedir. Kahn (2005), ekonomik olarak daha gelismis ve vyiksek kaliteli
kurumlara sahip olan demokratik tlkelerde dogal afetler sonucu 6lim oranlarinin daha
dislik oldugu sonucundan yola ¢ikmistir ve hikiimetlerin yozlasmasi, yolsuzluk gibi
faktorlerin, altyapinin, bina kodlarina iliskin uygulamalarin, imar diizenlemelerinin
kalitesini etkileyebilecegine isaret etmektedir.

Dogal afet risklerini yaymak ve belirli kosullarda azaltmak icin fonlar ve
sigortacihk sektorindeki dizenlemeler teorik olarak pek cok fayda saglamaktadir.
Bununla birlikte bu konuda piyasa basarisizliklarini dizeltecek kamusal midahaleler
her zaman basarili sonuglar dogurmaz. Ornegin dogal afet fonlari, acil ihtiyaglarin
karsilanmasi icin islevsel olabilmekle birlikte bu fonlar oldukc¢a yetersiz kaynaga
sahiptir. Pelling vd. (2002), uluslararasi mali rezervlerde tutulan kalici bir afet fonunun
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olusturulmasinin ciddi mali kisitlamalari olan Ulkeler igin gercek¢i olmadigini belirtir.
Ayrica fonlar afet onlemleri icin degil, blylk oranda afet sonrasi yardimlar icin
kullanilmaktadir. Bu durum bir yandan yardim tehlikesi problemine yol acarken, diger
yandan yardimlarin politik saiklere gére dagitilmasina ya da yolsuzluklara agik kapi
birakmaktadir.

Afet sigortalari dogrudan ve kismen dolayli afet zararlarinin azaltilmasinda daha
etkili bir finansal ara¢ olabilir. Ancak 0zel sigortacilik sektoriine saglanan
sibvansiyonlar ya da kamu-6zel sektor isbirlikleri talep ve arz vyetersizligini
¢6zememekte ve cesitli etkinsizliklere yol agmaktadir. Kamu tarafindan asiri siibvanse
edilen programlar ya da kamu-6zel ortakliklarinda primler risklerle orantisiz
olmaktadir. Ozel sektér sigorta talep edenlerin risk azaltici énlem alip almamalarina
gore fiyat farklilastirmasi yapmamakta ve ahlaki tehlike problemine neden
olabilmektedir. Ayni zamanda bu durum dislk risklilerin ylksek risklileri slibvanse
etmesi anlamina gelmektedir. Ustelik afet sigorta havuzlarinda toplanan primler
yetersiz oldugunda hasarlar yeterince tazmin edilememektedir. Belirli risk durumlari
icin kamu garantisi verildiginde ise kamu maliyesine ek yik getirmektedir. Kamu
tarafindan saglanan reaslranslar riski c¢esitlendirmek vyerine ({lke iginde
yogunlastirmaktadir.

Bu gibi gelire, kurumsal altyapiya iliskin sorunlar ve yolsuzluk gibi faktorlerin
disinda bir de afet riskini azaltici, yayici énlemlerin 6nlinde politik motivasyonlardan
kaynaklanan engeller bulunmaktadir. Politikacilarin kisa vadede hem 6zel sektére hem
de biitceye yiik getirecek, faydasi ise uzun vadede ortaya cikacak onlemleri
benimsemesi, bu konuda politika gelistirmesi, toplumsal fayda-maliyet acisindan daha
etkin olabilir. Ancak Neumayer vd. (2014), politikacilarin uzun vadede etkili olacak
Oonlemler yerine kisa vadede politik desteklerini artiracak olan afet yardimlarini tercih
edeceklerini sdylemektedirler. Bunun nedeni para ve maliye politikalarinda “zaman
tutarsizhgl” (Kyland & Prescott, 1977; Alesina & Tabellini, 1990; Persson & Svensson,
1989) sorunu olarak bilinen hikimetlerin kisa gorisliligi sorunudur. Politik ekonomi
literatlriinde, segmenlerin asimetrik bilgi nedeniyle miyop davranislar sergiledigini,
baska bir ifade ile faydasini kisa vadede goérecekleri politikalara daha fazla deger
verdigini gosteren modeller bulunmaktadir (Bkz. Buchanan & Tullock, 1962; Rogoff,
1990: 21-36). Politikacilarin miyop davranislarinin nedeni ise bilgi eksikliginden degil,
tam tersi uygulayacaklari politikalarin  etkisini tam olarak bilmelerinden
kaynaklanmaktadir. Politikacilar secimlerde kendilerine en c¢cok oy getirecek olan
politikalari tercih etmektedirler. Dogal afet politikalari icin de benzer tercihler so6z
konusudur. Bu nedenle se¢cmenler eger bir afet gerceklestikten sonra afet yardimi
yapan politikacilari oy vererek odillendiriyorsa, afet gerceklesmeden 6nce 6nlem alan
ancak secmenlerin bitcesine ek yik getiren politikacilari cezalandiriyor ise hiikimetler
afet 6ncesinde 6nlem almak yerine sonrasinda yardim yapmayi tercih edeceklerdir.
Secmenlerin miyop oldugu ya da birtakim davranissal yanliliklara sahip olduklari,
ornegin hiperbolik indirgeme (Hiperbolik indirgeme konusunda Bkz. Laibson, 1997:
443-478) yaptiklar varsayiminda, politikacilar afet risklerini azaltici, yayici yatirimlar
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yapmak ya da dizenlemeleri hayata gecirmek yerine afet yardimi yapmayi tercih
edeceklerdir.

Neumayer vd. (2014), kamu kesiminin dogal afetlere karsi hasari 6nleme
ve/veya azaltma faaliyetleri icin yatinm yapma davranisini dogal afet egiliminin
yuksekligi (afetlerin ortaya ¢ikma olasiligl ve siddeti) ile iliskilendirmektedir. Vergi
mikelleflerinin, hiikimetin uyguladigli maliyetli 6nleme ve azaltma onlemlerini nasil
algiladigi 6nemlidir. Bu tir yatinnmlarin gereksiz ve fazla maliyetli, israf oldugunu
duslindiklerinde hikiimetlere olan politik destekleri azalabilmektedir. Vatandaslarin
ve c¢ikar gruplarinin desteklerini kaybetmek istemeyen politikacilar bu yatirimlan
yetersiz yapabilirler. Dogal afet tehlikeleri ile daha sik karsilasilan tlkelerde ise rasyonel
aktorlerin, felaket riskini 6nleme ve azaltma faaliyetleri i¢in daha fazla yatirrm yapma
tesvikleri vardir. Clinkl bu tlr yatirimlarin politik maliyeti digtktlir. Bununla birlikte
ylksek afet egilimi olan Ulkelerde bu tlr yatirmlarin dogal afet hasarini tam olarak
onleyebilmesi mumkiin degildir. Kiglik c¢apl hasarlar kaginilmazdir. Ayrica bu tir
Ulkelerde siddetli bir dogal afet yasanmasi olasiligi yiksektir. Boyle bir durumda afet
hazirliklarinin kapasitesi yetersiz kalabilir ve blylik hasarlar ortaya ¢ikabilir.

Healy & Malhotra (2009)’'a gore vatandaslar afet sonrasi harcamalara, afet
oncesi hazirliklar icin yapilan harcamalardan daha fazla 6nem atfetmektedir. Bunun
olasi nedenlerini asagidaki sekilde maddelendirmislerdir:

o Kolektiflik: Afet sonrasi harcamalar cogunlukla dogrudan 6demelerdir. Hazirlik
c¢alismalar ise ¢ogunlukla kamu mallaridir. Se¢menler 6zel mallara kamu
malindan daha fazla 6nem verebilirler.

e Gozlemlenebilirlik ve Medya: Bir afet yasanmadan énce hazirlik harcamalarinin
faydasini gézlemlemek zordur. Afet sonrasi yardimlar ise belirgindir ve faydasi
hemen gozlemlenebilir. Ayrica medyanin afet dncesi hazirlik ¢alismalarina ¢ok
fazla yer vermemesi, afet sonrasi yardim calismalarini ise dramatik bir sekilde
hikayelestirmesi politikacilarin tutumunu etkileyebilir. Medyada daha fazla
gorunir olmak isteyen politikacilar yardimlara daha fazla dnem verebilir.

e Karsihklh Hesaplama: Vatandaslarin afet o6ncesi hazirlik ¢alismalarin etkisini
hesaplamasi zordur. Yardimlarin etkisi ise kolayca hesaplanabilir.

e Miyopluk: Vatandaslar uzun vadede faydasi ortaya ¢ikacak ancak kisa vadede
maliyet getirecek hazirlik harcamalarini tercih etmeyebilirler.

Ampirik literatlir de, hiikimetlerin afet risklerini azaltma ve hasarlari 6nleme
yatirnmlari yapma konusunda caydirici tesviklere sahip olduguna ve afet yardimi
yapmay tercih ettiklerine isaret etmektedir. Achen & Bartels (2004), se¢menlerin
kuraklk, sel hatta képekbaligi saldirilari icin gérevdeki hiikiimetleri cezalandirdiklarini
soylemektedir. Secmenler, olayin sorumlulugunu hikiimete atfetmekte ve demogojik
soylemlerden etkilenerek baska partilere oy vermektedir. Bu bulgudan yola cikarak,
hiikimetlerin dogal afetlere karsi 6nlem almaya calisacag disinilebilir. Ancak
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hiikiimetler sorumluluklarini yerine getirmedigi icin degil, kontrollerinde olmayan doga
olaylari nedeniyle cezalandiriimaktadir. Dolayisiyla yazarlarin da belirttigi (zere
segmenlerin gegmise dayali bilgiler ile rasyonel segime dayali oy vermemesi,
demokratik hesap verebilirlik mekanizmasinin islemedigini gostermektedir. Bu
durumda politik ¢ikar motivasyonu dogal afetlere karsi olusturulacak politikalar
yonlendirmektedir. Gasper & Reeves (2011), se¢menlerin ABD’de siddetli hava
kosullarindan kaynaklanan felaketlerin tazmini igin politikacilari sorumlu tuttugu
sonucuna ulasmiglardir. Se¢menler hem vyerel hem de ulusal yonetimi eyleme
gecmedigi takdirde secgimlerde cezalandirmakta, yardim yapan politikacilari ise
odullendirmektedir. Gasper & Reeves (2011)’in elde ettigi bulgular bunun hem yerel
hem de ulusal dizeyde gorevdeki politikacilar icin gecerli oldugunu gostermektedir.
Healy & Malhotra (2008; 2009), ABD’de secmenlerin gorevdeki partiyi afet yardimi
harcamalari igin oylari ile 6dullendirdiklerini ancak afet Oncesi yatirimlar igin ise
odullendirmediklerini aksine bu yatirimlar igin harcama yapmadiklarinda édillendirdigi
bulgusuna ulasmislardir. Yiksek riskli bolgelerde yerlesimin ya da ticari faaliyetlerin
yasaklanmasi, bina standartlari gibi uygulamalar, bireyler tarafindan ek bir yik olarak
algilanacagi igin, politikacilar bu tir politikalari tercih etmemektedir. Bu politik
tesvikler, hiikimetlerin felakete hazirhk amaciyla yetersiz yatirrm yapmasina neden
olmaktadir.  Yazarlar ayrica hazirlik icin harcanan 1 dolarin gelecekteki zarari
hafifletmek icin harcanacak olan 15 dolara esit oldugunu® tahmin etmislerdir. Bu
durum 6nemli sosyal refah kayiplarina neden olmaktadir. Anbarci vd. (2005), 1999
depreminin ardindan Tirkiye’de parlamentonun mevcut bina kodlarini uygulama ve
saglam olmayan binalari glglendirme gibi tedbirlerin, vergi mikelleflerinin
imkanlarinin otesinde olduguna karar verdigini ve bu tir 6nlemlerin yerine deprem
sigortasl programi uygulamaya karar verdigini belirtmektedir. Afet yardimlari da politik
motivasyonlara gore dagitilabilmektedir. Garrett & Sobel (2003), ABD’de 1991-1999
déneminde FEMA afet yardimi édemelerinin neredeyse yarisinin ihtiyactan ziyade
politik disincelere gore yapildigl sonucuna ulasmistir. Bulgularina goére baskan igin
siyasi olarak daha 6nemli olan eyaletler daha fazla afet bolgesi olarak ilan edilmekte,
FEMA gozetim kurullarinda daha fazla kongre temsilcisi olan eyaletler daha fazla afet
yardimi almaktadir.

Afet riskini yaymak icin sigortacilik sektorline yonelik dizenlemeler de politik
motivasyonlara gore yapilabilmektedir. Kamu sektorii hem 06zel sigorta sirketlerine
yaptigi asiri siibvansiyonlar aracihgiyla hem de kamu-6zel sigorta programlarinda
riskten bagimsiz sekilde primleri distk tutmaya calisabilmektedir. Primlerin dusiik
olmasi yiksek riskli ancak dislik gelirli bireyler acisindan karsilanabilirlik problemini
¢Ozebilir ve bir sosyal politika olarak distndlebilir. Ancak primlerin tim gelir
gruplarinda riskleri yansitmamasi, bir yandan piyasada etkinsizliklere yol agmakta,
diger yandan vyiksek gelirli kisilere dogru kaynak transferine yol acabilmektedir.

4 Healy (2008)'de 6nleme harcamalari icin yapilan harcamalarin tahliye icin yapilan 10 dolarlik
harcamadan daha degerli oldugu sonucuna ulasiimistir.
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Kunreuther (2016), karsilanabilirlik problemini ¢ézmenin en etkin yolunun, disuk
gelirliler icin genel vergilerden karsilanan slbvansiyonlar oldugunu sdylemektedir.
Bununla birlikte politikacilar, politik kaygilarla hareket ederek, se¢menlere yik
getirmeyecek sekilde, tim gelir gruplariigin primleri disik tutmaya ¢alisabilmektedir.

Afet yardimlari, politikacilarin yeniden segilme sansini artirabilir. Dlastk primli
sigorta dizenlemelerinin politik bir maliyeti olmayabilir. Ancak bu tiir uygulamalar
kaynaklarin etkinsiz dagilimindan dolayr sosyal refaha zarar verir. Ustelik bu
uygulamalar daha 6nceki bolimlerde belirtilen ahlaki tehlike ve yardim tehlikesine yol
acarak piyasadaki etkinsizlikleri daha da siddetlendirebilir. Ayrica bir dogal afet
meydana geldiginde afet yardimlari ve sigorta programlarinin karsilayamadigi zarar
tazminatlari igin mali alana ihtiya¢ vardir. Yeterli mali alana sahip olmayan devletler
blyik bir dogal afet meydana geldiginde mali krizle karsi karsiya kalabilir. Jaffe ve
Russell (2013), sigorta yoluyla risk paylasimina kiyasla afet yardimlarinin Pareto etkin
oldugu varsayiminda bile, kamu maliyesi agisindan ikinci en iyi ¢dziimlerin géz énlinde
bulundurulmasi gerektigini belirtirler.

4. Sonug ve Degerlendirme

Dogal afetler sonrasi harcanan toplumsal kaynaklar, Ulkelerin ekonomik
bliyime, kalkinma, gelir dagiiminda adalet gibi 6ncelikli hedefleri icin yapacaklar
faaliyetlerde sapmalara neden olabilmektedir. Ustelik yeterli mali kaynak olmadiginda
mali riskler yaratmaktadir. Bu nedenle kamu kesimi sosyal refahi artirmak ve mali kriz
risklerinden kacinmak icin dogal afet risklerinin Onlenmesi/azaltiimasi ve riskin
yayilmasi icin midahalelerde bulunmalidir. Uzun vadede yapisal kosullari degistirmek
icin yatirimlar yapabilir, afet politikalarini kalkinma politikalarina entegre edebilir. Kisa
vadede regiilasyonlar ve tesvikler araciligiyla piyasa basarisizliklarini ¢ézebilir. Teorik
olarak devletin elinde birgok ara¢ bulunmakla birlikte pozitif politik-ekonomik kosullar
bu konuda politika gelistiriimemesine neden olmaktadir. Politik motivasyonlardan
kaynaklanan sorunlarin ¢6zimi, demokratik hesap verebilirligi artiracak kurumsal
mekanizmalarin olusturulmasina ve toplumun dogal afet riskleri konusundaki
farkindaliklarinin artmasina baglidir. Dogal afet tehlikelerinin boyutu ve 6nlemlerin
etkinligi konusunda bilgi sahibi olan se¢cmenler, secimsel rekabet kosullarinda,
politikacilari optimal politikalar gelistirme konusunda motive edebilir.
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Based on state data of the periods (1997-2012), this study aimed at
evaluating the fiscal decentralization experience of Gadarif state of eastern
Sudan in the context of different aspects of fiscal decentralization, namely
expenditure assignment, revenue assignment, and intergovernmental
transfers. To accomplish these objectives, many local fiscal indicators have
been calculated, and parameters of regressions of both revenues and
expenditures have been estimated. The results reveal that the experience
of fiscal decentralization of the state came out with poor fiscal situations
indicated by higher dependence on the federal transfers and higher vertical
imbalance and consequently the failure of the state government to perform
its responsibilities of delivering the basic services to its constituents.
Moreover, none of both local expenditure neither local revenues respond
to federal transfers, indicating the failure of these transfers to realized their
objectives.

1. Introduction
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in recent years. Accordingly, restructuring of governmental functions and finances
between the national and lower levels of government has entered the core of
development debate. That is because “in most countries, the national government has
failed to ensure regional equity, economic union, central bank independence, a stable
macroeconomic environment, and local autonomy” (Shah, 2004).

Sudan was the largest country in Africa with a high level of diversification in
ethnicity and resources. It ruled by central elites mostly in military fashion, controlling
economic resources and political powers. These central minded elites consider the
movement towards the decentralization as a threat to that legitimacy that may lead to
fragmentation of political power and economic resources among different ethnic groups
and regions. However, the move to the decentralization in Sudan is a result of the
presser and resist to a dictatorship that causes conflicts and political instability.

The first step towards decentralization in Sudan was in 1948 when rural councils
formed to hold the responsibility of delivering some services and collecting some
revenues. The process of decentralization continues, and by the time, the sub-national
governments have assigned more expenditures and revenues responsibilities.

The significant step for fiscal federalism in Sudan was after signing the
Comprehensive Peace Agreement (CPA) between the government of Sudan and the
Sudan People Liberation Movement (SPLM) in 2005. The agreement constitutes a set of
institutional arrangements that should improve the federal system in Sudan. Thus, it is
stated in the Wealth Sharing Protocol of the Agreement “decentralization and
empowerment of all levels of government are cardinal principles of effective and fair
administration of the country”.

Nevertheless, the Sudanese experience of decentralization reveals the
overwhelming existence of vertical and horizontal fiscal imbalance reflected in the
failure of the lower levels of government to perform their assigned responsibilities in
one hand and the existence of large fiscal disparities among different states of the
country on the other hand.

Gadarif state is one of the 17 states of northern Sudan. It constitutes with Kassala
and the Red Sea what was called the Eastern Region. The state experienced
decentralization since 1995 when a republican decree issued increasing the number of
states from 9 to 26 with the assignment of powers and revenues responsibilities. There
are two levels of government, the state, and the local level. The number of localities
reached 10 in 2008 and 12 in 2010.

In spite of that the constitution addresses the intergovernmental fiscal relations
between the different levels of government, determining which taxes should be
collected by which level of government and the expenditure to be carried out by
different tiers of government, on one hand, the State government mandated to be
responsible of much expenditure with narrow tax bases and fixed rates. On the other
hand, buoyant taxes are assigned to the federal government and the state left with very
low-income taxes. As a result, the vertical fiscal imbalance is expanded, reflecting the
low performance of basic services delivery.
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Since the implementation of the federal system, the state faced many challenges
in performing its responsibilities toward its constituents. Thus, the delivering of basic
services of health, education, and water need to be financed by the state government
under the federal system. The increasing of the dependence of the state government on
the transfers of the central government put the state and local governments on the
great challenge of performing its development projects in various localities. Thus, the
actual assignment of responsibilities of health and education is not clear.

This study attempts to provide policy recommendations that would help to
construct broad economic development strategies for the state with the aim of
evaluating the process of fiscal decentralization comprehensively in Gadarif state during
the period (1997-2012). To accomplish these goals the study addresses the following
questions:

i. How fiscal decentralization experience of Sudan affects the financial situations
in Gadarif state?

ii. What is the causes and size of fiscal imbalance in Gadarif state?

iii. Does the current system of fiscal transfers of the country acquire its objective
of horizontal equity from the viewpoint of Gadarif state?

iv. At what extent the objective of local autonomy is realized in the state.

The study is organized as follows: section two reviews the theoretical and
empirical literature. Section three outlines the historical background of fiscal
decentralization experience of Sudan. Section four offers the summary of
socioeconomic features of Gadarif state. Section five provides the empirical findings of
the study. Section six concludes.

2. Conceptual Framework

Wallace Oates developed the basic work on fiscal decentralization in 1972. The
major assumption underlying his theory is that a central government, due to imperfect
information, will produce a uniform level of public goods across districts. While uniform
provision is appropriate for goods with national benefits, such as national defense, it
may be inappropriate for goods that are local in scopes, such as school funding and
health clinic construction. Uniform funding for health clinic construction, for example,
may be inefficient because it ignores heterogeneous tastes and preferences across
districts. Perhaps one community wants more funding for health-related activities, while
another prefers the money spent on local schools. Local governments can obtain better
information about preferences, costs, and other idiosyncrasies unique to their
constituency, at a lower cost (Oates, 1972).

From a public expenditure standpoint, Musgrave and Musgrave (1984) assert
that public goods should be produced by the level of government whose constituents
benefit from that provision. If the benefit is felt nationally, the public good should be
produced by the central government. If the benefit accrues at the local level, local
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governments should provide the good. This is due not only to the informational
advantage but also because local governments are closer to real resource costs.

In the event of a positive spillover—a situation in which one district benefits from
the provision of the public goods of another district at no cost—the central government
can internalize that spillover with the least amount of transaction costs (Smoke, 2001).

The substantial issue of fiscal decentralization is that of assigning responsibilities
to the low levels of government. In this context, Oates (1999) argues that these
responsibilities which range from the design to the implementation of various aspects
of intergovernmental fiscal relations, raise several questions on the ground of which
known in the literature of fiscal decentralization as the ‘four basic building blocks or
pillars' outlined as follows:

1. The assignment of expenditure responsibilities: what types of spending should
be conducted by what levels of government?

2. The assignment of tax and revenue sources to different levels of government:
what types of revenue should be raised and what tax rates should be set by what level
of government? Also, which level is responsible for tax administration and the public
expenditure management system?

3. Intergovernmental fiscal transfers: how should intergovernmental grants and
revenue sharing be used to fill the gap between expenditures and revenues at sub-
national levels and provide the right incentives to sub-national governments? The
fundamental question here is how the transfers are designed?

4. Sub-national borrowing: Which level should be able to finance its spending by
borrowing from domestic or external sources, private or public?

The literature of fiscal decentralization focuses on studying the impact of fiscal
decentralization on different aspects: economic efficiency, services delivery, poverty,
economic growth, macroeconomic stability, and factors of governance etc. (Akai and
Sakata, 2002). Regarding the issue of intergovernmental fiscal transfers, the emphasis is
on in one hand, assessment of its impacts on sub-national governments' incentives and
equalization. On the other hand, designing an appropriate system of transfers is the
main issue perused by theoretical and empirical studies.

That said, evaluating the experience of fiscal decentralization of any country
should come out through the above questions. However, the key issue in
decentralization is “the coordination of intergovernmental fiscal relations, which has
puzzled theoreticians and practitioners in recent years. Given increased complexity in
coordinating government actions when lower levels of government enjoy greater
autonomy of policymaking, the key policy challenge in decentralization programs is to
design and develop an appropriate system of multilevel public finances in order to
provide local public services effectively and efficiently while, at the same time
maintaining macroeconomic stability” (de Mello, 2000).
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2.1. Expenditure Assignment

The expenditure responsibilities assignment defines who does what — which
function is assigned to different government levels. There is no optimal assignment of
expenditure responsibilities among different levels of government in the literature.
However, the key principle in this context is what known in fiscal decentralization as the
"subsidiarity principle". This principle suggests that government functions should be
assigned to the level that is capable of efficiently undertaking this function. In general,
this principle results in "a situation where, as far as possible, the area where a benefit
of government service is felt coincides with the government boundaries at each level of
government" (UNDP, 2005: 3).

The theoretical framework in this context generates several predictions. In
particular: decentralization of expenditure responsibilities improves efficiency
especially in countries with inter-regional heterogeneity of preference for public goods.
Moreover, "the benefits of expenditures decentralization is higher the more local
revenues are independents, and the better quality of governance at the local level is"
(UNDP, 2005: 3). However, the subsidiarity principle suggests that three types of
functions are the best performing by central government:

1- Provision of public goods and services that benefit the whole country
(defense etc.);

2- Income redistribution or social policies (pensions, unemployment insurance)

3- Government activities that involve spill-overs or externalities between local
governments

Regional or states governments are often assigned the provision of important
public services, such as health, education, and police. Local governments (localities)
provide local public services such as local roads, agriculture, water and sanitation, and
recreation facilities.

This assignment of responsibilities is based on efficiency or equity reasons in the
manner the particular expenditure program is designed and delivered. On efficiency
ground, three sorts of arguments apply. First, program benefits may spill over to other
communities; second, decentralized decision making can lead to inefficiencies because
they distort cross-boundary transactions in product or factors. Third, fiscal competition
among different sub-national governments may lead to the inefficient choice of
expenditure programs. On the other hand, equity issues apply to state-level
governments, which are responsible for providing public services such as health,
education, and welfare, which can achieve redistributive goals that may be of national
policy objective.

In general, the degree of discretion to lower levels of government differs from
federation to another as does the manner at which that discretion constrained.
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2.2. Revenues Assighment

While the assignment of expenditure responsibilities among different tiers of
government is mostly similar in different countries, the assignment of revenues sources
varies widely among federations. In this context, the key question is what revenue
sources assigned to sub-national governments? The answer to this question is related
to the assignment of expenditure responsibilities: finance should follow function. In this
regard, Shah (1991: 13) determined the consideration of revenue sources assignment as
follows:

-Progressive redistributive taxes should be central.
-Taxes suitable for economic stabilization should be central.
- Lower level taxes should be cyclically stable.

-Tax bases distributed highly unequal between jurisdictions should be
centralized.

-Taxes on mobile factors of production are best administered at the center
residence.

-Based on taxes such as sales of consumption goods to consumers or excises are
suited for states.

-Taxes on completely immobile factors are best suited for local levels;
- Benefit taxes and user charges might be appropriately used at all levels.

In general, tax assignment in various federations confirm to these guidelines,
although there are individual cases of departure from these norms). Nevertheless, "one
problem regarding the assignment of revenue sources in many countries is that while
sub-national governments need to have at least some revenue discretion to fully benefit
from fiscal decentralization reforms, central governments often seem unwilling to
provide a significant degree of real revenue autonomy to sub-national governments"
(UNDP, 2005: 4-5). In these cases, intergovernmental transfers become necessary to fill
the revenue gap.

2.3. Intergovernmental Transfers

Intergovernmental fiscal transfers are a dominant feature of sub-national
finance in most countries. They are used to ensure that revenues match the expenditure
needs of various levels of sub-national governments. They are also used to advance
national, regional and local objectives outlined in the literature as follows:

-Correcting or adjusting vertical imbalances: closing the fiscal gaps between
expenditure assignments and revenue assignment.

-Compensating sub-national governments for complying with central
government requirements of implementing delegated central government programs.
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-Correcting or adjusting horizontal imbalances: transfers can be used to
"equalize" the level of service delivering among different sub-national governments.

- Correcting or adjusting externalities with public goods provision. Grants may be
used to compensate local governments for services they deliver, which influence areas
of near jurisdictions.

-Setting national minimum standards to preserve the internal common market
and attain national equity objectives.

2.4. Types of Intergovernmental Transfers

There are two types of transfers to sub-national governments: conditional and
unconditional. Conditional grants are also known as specific purpose grants, block,
sectoral, categorical or earmarked grants. Unconditional grants, on the other hand, are
also known as united or general- purpose grants.

When assessing a system of intergovernmental relations, there are two
important policy questions to answer. First: is the system of intergovernmental fiscal
relations fair to each level of government by providing sufficient resources to cover
expenditure responsibilities? This question refers to vertical fiscal imbalances. Second:
are there large fiscal disparities among different regions? This case refers to the
horizontal fiscal imbalances (Vazquez, 2002).

This study seeks to evaluate the experience of fiscal decentralization of Gadarif
state during the period (1997-2010) with special focus on expenditure assignment,
revenue assignment and federal transfers to the state.

3. Methodology

According to the objectives of this study, different methods being utilized to
attain these objectives. Thus, ratio analysis of some fiscal decentralization indicators will
be carried out to evaluate the fiscal decentralization experience of Gadarif state in the
context of the countries. Therefore, the following indicators are used:

Vertical Imbalance (VI), due to Hunter (1977):

Own Revenue
State Expenditure

Vi=1-

Revenue Effort (RE):

Total Revenue
GDP

RE =

Concerning the objective of evaluation of the fiscal impact of the decentralization
on the state, the study will use the following indicators:
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Tablo 1: Summary of Fiscal Decentralization Indicators

Variables Indicators Description Level of
Measurement
Sub-national Government expenditure | The ratio of Sub-national Ratio Level
government share government spending to total
expenditures government spending
Government Size The ratio of Sub-national

government spending to GDP per
government level

Sub-national Sub-national Tax The ratio of tax revenue to total Ratio Level
government autonomy revenue of sub-national
revenues government’s
Sub-national non-tax | The ratio of non-tax revenues to
autonomy total revenues of sub-national

governments
Intergovernmental Vertical imbalance The ratio of intergovernmental Ratio Level
transfers transfers to total sub-national

revenues

Source: IMF, 2000.

In addition, regression analysis used to evaluate the experience of expenditure
assignment, revenue assignment and intergovernmental transfers of the state. In this
context, the following two simultaneous equations of total expenditure and own
revenues are attempted:

TE=0a o+ o, Trans + o ,GDP + 1, (1)

Strev=a,+0a,Trans +o,GDP + |, (2)
Where
TE: the Total Expenditure
Trans: the Federal Transfers to the state
GDP: the GDP of the state
pt: The random variable; and
Strev: State own revenues.

Equations (1) and (2) explain at what extent the total state expenditure and own
revenue respond to the variations in federal transfers and the GDP of the state.

4, Fiscal Decentralization in Sudan: An Overview

Sudan had experienced decentralization since 1948 when rural councils formed
to hold the responsibility of delivering some services and collecting some revenues. A
major decentralization policy change was initiated with the introduction of the 1951 Act.
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Under this Act, the government created councils with legal corporate status and clearly
defined responsibilities (Elbattahani, 2008).

In 1972 the country witnessed another significant development in the
government structure as a result of Addis Ababa peace agreement signing.
Consequently, the Government of the Southern Region formed and granted a
substantial degree of autonomy including tax levies. (Elshibly, 1990).

In 1974 the People’ Local Government Act introduced important measure
toward decentralizing the country. Accordingly, the country is divided into ten provinces
and some functions like education, health and livestock shifted from the central
government to the local councils with the same taxing powers.

The Regional Government Act of 1980 introduced further measures of
decentralization. Hence, new regional governments created, given and granted a
substantial degree of autonomy. No additional taxing powers are given to these regions
other than previously performed by local councils and provinces (Elshibly, 1990).

The process of real fiscal decentralization in Sudan began in 1995 when a
republican decree issued increasing the number of states from 9 to 26 with the
assignment of powers and revenues responsibilities. The system proceeds with three
tiers, federal, state and local. Accordingly, states governments have four sources of
revenues as set in the constitution. These sources are:

Transfers from the federal budget through the Northern States Subsidy Fund
(NSSF).

Off-budget transfers from the federal government of 43% percent of VAT
collections and 10% of public enterprise profits.

(i) Revenues collected directly by the states through taxes, fees, and user
charges; and

(i) Loans and borrowing by the constitution.

On the other hand, local government revenues are a component of taxes on
property, local transportation, local livestock production, and other local taxes or duties.

The significant step toward fiscal federalism in Sudan was after signing the
Comprehensive Peace Agreement (CPA) between the government of Sudan and the
Sudan People Liberation Movement (SPLM) in 2005. The agreement constitutes a set of
institutional arrangements that should improve the federal system in Sudan. Thus, it is
stated in the Wealth Sharing Protocol of the Agreement "decentralization and
empowerment of all levels of government are cardinal principles of effective and fair
administration of the country”. That is of course in a decentralized system with
significant devolution of power to the different levels of government, i.e., section (113)
of the protocol states that “An expenditure function should be assigned to that level of
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government whose jurisdiction most closely reflects the geographical served by that
function. The delivery of a particular service (expenditure assignment) may be carried
out exclusively by a given level of government or by two or more”.

On the revenues side, according to section (114) of the same protocol, "states
levels of the government shall have the right to determine without national inference
the structure of revenue base and the level of the charge or tax rate applied to that
base". Moreover, the wealth-sharing protocol "provides a detailed breakdown of own
source revenue for schedules all levels of government must radically reform their
budgetary process"(Bell and Ahmed, 2005: 9).

To perform the task of implementing fiscal decentralization proceed as outlined
above, many constitutional bodies and agencies established; i.e., Northern State
Support Fund (NSSF) created to set criteria of distribution of the current and
development transfers. The NSSF is based on nine criteria: financial performance,
population density, natural resources, human resources, infrastructure condition, per
capita income, education, and health and security situations. Each factor receives 10
percent weight except the financial performance, which receives 20 percent.

The Fiscal and Financial Allocation and Monitoring Commission (FFAMC) have
been structured to ensure appropriate utilization and sharing of resources both
vertically and horizontally, transparency and fairness in the allocation of funds among
the states and to monitor and ensure that equalization grants from the national
government are through a specific criterion based on the following:

1. Population size
Minimum expenditure responsibilities

Human Development Index — social indicators

2
3
4. Geographical areas
5. Fiscal efforts; and
6

The effect of the war factor.

The greater challenge in this context is how can the FFAMC perform, i.e., some
guestions may arise such as: how the allocation of such grants will be determined, how
will be funded, by which level of government, etc. what sort of vertical and horizontal
equalization is intended and how will be achieved? Bell and Ahmed (2005). However,
political consideration still dominates the full implementation of the formula, which in
turn jeopardizes the overall approach.

National Reconstruction and Development Fund (NRDF) is created to develop the
war affected areas and the least developed areas taking the effect of war and level of
development as the main criteria.
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Building on the Comprehensive Peace Agreement, the Joint Assessment Mission
(JAM) formed in 2005 to develop a framework aiming at meeting the Millennium
Development Goals (MDGs) for the people of Sudan, especially those in the south and
other war-affected areas. The common themes of this framework include “the focus on
broad-based and inclusive economic growth and empowerment of the people through
a decentralized system of governance and services delivery” (JAM, 2005: 3).

According to the Interim National Constitute of (2005) the following table details

the own revenue sources of the state level:

Tablo 2: Own Revenue Sources Assigned to States

Revenue Type

Revenue Items

Determination of
Collection/Allocation

Own Source
Revenue

State land and property tax and royalties; service
charges for state services; state personal income tax;
levies on tourism; state government projects and
national parks; stamp duties; agricultural taxes;
grants-in-aid and foreign aid; excise duties; border
trade charges or levies in accordance with national
legislation; other state taxes, which do not encroach
on National or Southern Sudan Government taxes,
many other taxes, many other tax as may be
determined by

law.

Combination of fiscal
base and effort and
effort by individual
states.

Potential bases provided
by Article 193 of the INC

Shared Revenue

2 percent of petroleum revenues by derivation

The state share of
revenue based on
derivation Basis (and
other criteria),
established by CPA

Grands and Current earmark transfers: May be determined by
Transfers Wages (Judiciary, Police, High Education) a formula, existing
Social subsidies transfers establishment costs )
Current  block transfers:  agricultural  taxes (e.8,, wages), or are in
compensation a'sense? ad hocand
discretionary.
Current transfers (largely for wages
Emergency and Ad hoc transfers
Development transfers:
State development projects (local component)
State development projects (foreign component)
Development and Reconstruction Funds for war-
affected areas.
Borrowing Loans/borrowing by the constitution

Source: The Interim National Constitute of the Republic of the Sudan, 2005.
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5. The Empirical Literature of Fiscal Decentralization in Sudan

The fiscal trends of local governments in Sudan are characterized by many
features. On the one hand, "the increase in demand on services coupled with the low
share of development spending raises several questions regarding the states'
commitment to long term development and macroeconomic stability. In addition to the
administrative problems related to taxes, the local government may refrain from raising
taxes too high due to political reason, adverse effects on both the people, especially the
poor local economic development. The forms of taxation can be imposed on subsistence
economies are very limited" (Gangi & Ibrahim, 2008).

On the other hand, intergovernmental fiscal transfers in Sudan — with its six types
(current transfer, development transfers, and additional support transfers, value-added
taxes (VAT) and Benzene Transfers) increase as percentage of federal revenues from
2.7% in 1996 to 30% in 2005 suggesting that the ability of sub-national governments to
finance their expenditure from their revenues declined from 92% in 94/1995 to about
36% in 2005” (Elbaawi & Suliman, 2007). Consequently, sub-national governments
became increasingly dependent on central transfers, i.e., it reached 36% in 2006 and
38% of the federal government expenditure in 2007.

Furthermore, data on state level about the own source revenue collections which
are available suggest that own source revenues shares in 2005 ranged from 66% in the
Red Sea to 12% in North Darfur (World Bank, 2008). The level of reliance on transfers is
greater, for the locality level in Gezira and North Kordofan states, over 80% of locality
high share of the transfers that are earmarked.

Ali (2007) compared the current system of federal transfers of Sudan with that
proposed by FFAMC according to its criteria; he concluded that under this assumption,
all states, except the Nile state, would be receiving federal transfers, which are much
higher than what the current system gives them.

On his analysis of fiscal decentralization in post-session Sudan, Mohamed (2017)
argue that in the vertical aspect, the results have shown the overwhelming fiscal
imbalance in the lower tiers of the government of Sudan. Moreover, the regression
results revealed that none of the predictor variables, suggested by the FFAMC responds
to the federal transfers indicating the failure of the transfers system of the country to
reflect the need considerations.

However, most of the researches conducted in Sudan on the issue of fiscal
decentralization ended with consistent results. Thus Elbattahani & Gadkarim (2017)
concluded that States and localities have only limited autonomy to make fiscal decisions,
and accountability is missing. Local government officials are not accountable to local
taxpayers. Recent government expenditures have been concentrated in the urban
centers, which have been captured by politically connected elites. This continues the
disenfranchisement, not only of the rural poor but also have large segments of the
middle class in the peripheries.
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However, there is a large gap in the literature of fiscal decentralization in Sudan
in the lower levels of governments, namely states and localities. This study attempts to
take place in this gap.

6. Gadarif State: A Socioeconomic Review

Gadarif State, together with Kassala and Red Sea States, comprise the region of
East Sudan as defined by the Eastern Sudanese Peace Agreement and consequent
administrative arrangements. The state is located between longitudes 332 30 and 362
30’ to the East, and latitudes 122 40‘ and 152 46’ to the North. Gadarif shares an
international border with Ethiopia to its East. Nationally, Kassala and Khartoum State to
the North, El Gezira State to the West and Sennar State to the Southern border the state.

The state’s total population estimated to stand at some 1.35 million (Central
Bureau of Statistics 2008) with an annual growth rate of 3.87%. Over two-thirds of the
populations live in rural areas and population density on a statewide basis stands at
around 19 person perkm?2. The total area of Gadarif state is calculated to be around
71,000 km?2. The State is divided into twelve administrative localities.

6.1. Population

Table 3 below shows the statistics of the state populations and their growth
according to different population censuses of the country.

Tablo 3: Population of the State According to the Different Censuses

Year Population Growth rate %
1973 580000 -
1983 742000 28%
1993 1148262 55%
2008 1334947 16%

Source: CBS Office-Gadarif State, 2008.

Table 3 above shows the rapid increase of the populations of the state especially
in the period (1983-1993) when the population increased by 55%. This rapid increase is
attributed to the great flow of immigrants from different parts of the country and the
neighbor countries especially the African Horn countries for the reason of the great
famine and drought destructed the region in this period. Tables 4 below shows the
distribution of the populations of the state among different localities.
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Table 4: Distribution of population among different localities

No. | Locality Population % of Total
1 Baladiyat El Gadarif 269.395 20
2 Gadarif Center 111.669 8.3
3 El Butana 71.092 5.3
4 El Fashaga 120.835 9
5 El Fao 176.662 13
6 El Rahad 135.682 10
7 El Mafaza 60.756 4.5
8 East Gallabat 113.334 8.4
9 West Gallabat 91.875 7
10 Basonda 47.562 3.5
11 El Gurreisha 83.394 6
12 Gala El Nahal 66.122 5

Total 1.348.378 100

Source: Central Bureau of Statistics — Gadarif State.

6.2. Selected Human Development Indicators

Table 5 bellow exhibits some human development indicators for Gadarif state
compared to that of the whole country.

Table 5: Selected Human Development Indicators for Gadarif State Compared to
Sudan in 2012

Indicator Gadarif Sudan
Mother Mortality Rate (each 100000) 564 417
Child Mortality Rate <5 years (for each 1000) 20.8 22.2
Total Fertility Rate 4.8 3.9
Poverty Rate 50.1 46.5
Unemployment Rate 15 15.9

Source: Central Bureau for Statistics — 2011.

6.3. GDP

Figure 1 below shows the GDP of the state during the period (2006-2012). The
growth rate in this period is averaged 5.4% (Ministry of Finance and Economy, Gadarif
state 2014).
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Figure 1: GDP Of Gadarif State in SDG Millions in the Period (2006-2012)
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Source: Author’ elaboration.

Agriculture is the main sector in the state economy; it contributes to about 79%
in the GDP as shown below in Figure 2. Services sector constitutes 15% of the GDP of
the state. The weakest sector in the state economy is the industrial sector, which
contributes only 6% in the GDP during the period above in spite of the huge agricultural
and livestock production of the state. This situation attributed to the weak
infrastructures and absence of incentive policies and strategies encouraging the sector
in the state.

Figure 2: Percentage Average Contribution of Different Sectors in GDP of Gadarif
State During the Period (2006-2012)

industry
6%

Source: Author’ elaboration.
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6.4. Agricultural Systems

Agriculture is constituted as the main activity in Gadarif state. Hence, about
70% of the populations are working in the agricultural sector. The cultivable area is
about 11.3 million feddans of improved and fertile lands. The rate of rain falling is
about 100-500 millimeter in the year in the northern and western areas of the state
and of about 500-900 in the east and south areas, which lay in the rich Savanna region.

There are two major types of agricultural systems in the state: the Rain fed and
irrigated agriculture. Irrigated agriculture exists in the Rahad Scheme. The other type of
agriculture is the Rain fed. It is divided into two types, traditional and mechanized
farming. The former type is covering the most rain fed areas. Thus, the state is
considered as the pioneer for this type of agriculture in Sudan. It started in the area of
Gadambelya — 45 Km west Gadarif city in the 1940s and then expanded to the most rain
fed areas and became the main producer of Sorghum and Sesame in the country.
Nevertheless, this type of agriculture is commercially oriented and most farmers depend
on bank credits to finance their activities.

The traditional rain-fed agriculture, on the other hand, is existed around the
villages in small farms known as (Bildat). The main crops cultivated here are Sorghum,
Millet, and Sesame for subsistence purposes. Farmers in this type of agriculture use
traditional forms of finance to run their activities. These forms are Sheil, Katafally, and
Kasir). But these types of finance are highly cost and do force farmers to be in perpetual
indebtedness.

The total agricultural land (11.3 million feddan) is distributed among the
different types of farming and forestry as follows:

- Total arable land 8.602.600 feddans
- Forestry 2.732.700 feddans
- Grazing 4.200.000 feddans

7. Analysis of Fiscal Decentralization in Gadarif State

In this section, the implementation of fiscal decentralization in Gadarif state will
be outlined and evaluated on the ground of revenues assignment, expenditure
assignment and intergovernmental transfers to the state during the period (1998-2012).

7.1. Assignment of Expenditure Responsibilities in Gadarif State

Table (6) below explains the trends of total expenditure in Gadarif state during
the period (1998-2012).
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Table 6: Budgeted and Total Expenditure of Gadarif State in the period (1997-2012)

in Millions SDGs
Year Budgeted Total Actual Total % of
Expenditure Expenditure Actual/budgeted
1998 44.1 28.8 65%
1999 44.9 45.4 101%
2000 59.3 41 70%
2001 71.7 48.4 67%
2002 70.9 56.4 79%
2003 70.2 73.7 82%
2004 118.1 102 90%
2005 158.1 138 87%
2006 216.4 192 77%
2007 252.2 188 87%
2008 460.2 200 40%
2009 520.2 296 52.3%
2010 566.7 3549 42.7%
2011 265.2 237.7 90%
2012 321.8 297.7 93%
Average 75%

Source: Ministry of Finance & Labor Forces — various Economic Reviews.

Table 6 above and Figure 3 below show the instable fluctuations of the
percentage of actual to the budgeted expenditure of the state, i.e., in 1999 it reported
101%, while in the years 2008, 2009 and 2010 reported 40%, 52.3% and 42.7%
respectively suggesting the weaker capability in preparing the budget in the state.

Figure 3: Budgeted and Actual Expenditure in Gadarif State (1998-2012) in Millions SDG
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Source: Author’ elaboration.
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7.1.2. Expenditure Allocation in the state

Figure 4 below shows the structure of the expenditure of the state in terms of its
different chapters during the period (1998-2012). Chapter One indicates the salaries and
wages; Chapter Two is of government expenditure on goods and services, chapter three
exhibits capital goods and chapter four is of the development.

Figure 4: The Percentage Share of Different Chapters of the Budget in the Total
Expenditure of the State in the period

Source: Author’ elaboration.

The table and the figure above indicate that only 21% of the budget devoted to
the development in this period suggesting the poor performance of the services in the
state, namely water, health, and education — furthermore, chapter one of the wages
and salaries averages of the 40.4% of the budget.

7.1.3. Regression Analysis

In this context, two simultaneous equations will be attempted to investigate the
expenditure and the revenue response to federal transfers and GDP of the state during
the period (1998-2012). The importance of fiscal responsibility of the sub-national
government analysis stems from that it is forecasting the impact of different transfer's
designs on local fiscal behavior, which estimates both the level of transfers required and
the impact of the transfers on their objectives. The similar analysis found in Bahl and Lin
(1992), Gramlich (1977) and Mushkin & Cotton (1968).
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7.1.4. State Expenditure Response

In this context, the total expenditure of the state is regressed to GDP and federal
transfers of the period (1998-2012) to investigate the impact of federal transfers on
expenditure by estimating the grant elasticity which indicates whether the transfers
have stimulation or substitution impact on the state expenditure. To accomplish this
objective, the following equation will be estimated:

TE =0 +aqTrans +o2GDP +
Where
TE: is the Total Expenditure of the state
Trans: is the Federal Transfers to the state GDP: is the GDP of the state; and
ut: is the random variable

Time series data of the above variables of the period (1998-2012) have been used
to investigate the factors affecting the total expenditure of the state. Results of the
estimates of the equation are shown in Table 7 below:

Table 7: Results of Total Expenditure Equation Estimation of the period (1998-2010)

Dependent Independent Coefficient T-Value Sig. R2 F Change
Variable Variable
Log TE (Constant) 9.6 3.4 00 0.89 37.4*
Log GDP 1 3.9 00
Log Trans -0.06 -0.3 0.8

Source: Author’ elaboration.
* Significant at 1%

Results of Table 7 above show that an increase in one SDG in GDP associates with
an increase in the total expenditure by the same value. About the transfers, it is found
insignificant to total expenditure indicating that the increase in transfers has no
substitution impact on the expenditure of the state. This result can be interpreted as
that the central government deeply intervene in control and directing the federal
transfer, affecting the fiscal autonomy of the state.

7.2. Decentralization of Revenue Sources of the State

In this part, the analysis will be emphasized on the performance of different
revenues sources of the state, revenue effort, fiscal imbalance and the impact of federal
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transfers in the period (1997-2012). Figure 5 below shows the budgeted and the actual
total revenues of the state during the period (1997-2012).

Figure 5: Budgeted and Total Actual Revenues in Gadarif State in the period
(1999-2012) in Millions SDG
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Source: Author’ elaboration.

Figure 5 above shows that the actual total revenues of the state reported a weak
performance in this period. For example, it accounted 71% of the budgeted total
revenue and then witnessed a rapid deterioration in the next three years (2008, 2009
and 2010) constituting of only 47%, 52%, and 44% respectively. To promote the revenue
performance of the state, detailed data of all revenue bases should be provided to set
realistic and achievable revenues in the budget.

7.2.1. Share of Different Sources in Total Revenues of the State

Figure 6 below shows the share of different sources of revenues of the state
during the period of the study.

Figure 6 explains that the gap between the own revenues of the state and the
federal transfers is rapidly expanding by the time. Thus, in 1997 and 1998 the state is
self-dependent. However, this situation is rapidly gone worst when the federal transfers
reached 73% of the total state revenues in 2012. This deterioration in the total revenue
of the state is attributed mainly to the republican decree of 2001, which removed the
tax on agriculture. As the state's economy is agricultural (about 89% of GDP of the state),
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the own revenue declined while the compensation made by the federal government
failed to recover the fiscal imbalance made.

Figure 6: Contribution of Different Sources in Total Revenues of the State in the
period (1997-2012)
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The figure below shows the percentage average shares of the own revenues of
the state and the federal transfers in the period (1997-2012). It averages 56% and 44%
respectively.

Figure 7: Percentage Average Share of Different Revenue Sources of the State (1997-
2012)
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Source: Author’ elaboration.
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7.2.2. Fiscal Imbalance in Gadarif State

Table 8 below shows the vertical imbalance (VI) of the state during the period of
the study. It is calculated as follows:

Own Revenue

Vi=1-

Total Expenditure

Table 8: Vertical Imbalance of Gadarif State during the period (1998-2012)

Year (1) Own Rev.(in (2) Total (3)imbalance (4)Vertical
Millions SDGs) Expenditure (in (1/2) Imbalance 1-
Millions SDGs) (3)
1998 28.8 28.8 1.00 0
1999 38.3 45.4 0.84 0.16
2000 34.9 41 0.85 0.15
2001 27.9 48.4 0.58 0.42
2002 25.1 56.4 0.45 0.55
2003 34.8 73.7 0.47 0.53
2004 45.0 102 0.44 0.56
2005 50.3 138 0.36 0.64
2006 59.3 192 0.31 0.69
2007 60.8 188 0.32 0.68
2008 61.3 200 0.31 0.69
2009 90.4 296 0.31 0.69
2010 75.3 354.9 0.21 0.79
2011 106.1 237.7 0.45 0.55
2012 108.2 297.7 0.36 0.64
Average 0.52

Source: Author’ elaboration.

Figure 8: Own Revenues and Total Expenditure of the State in the period (1998-2012)
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Table 8 and Figure 8 above show that the vertical imbalance in the state is rapidly
increasing, i.e., it growths from 16% in 1999 to 79% in 2010 indicating the higher
deterioration of the fiscal performance of the state under fiscal decentralization.
However, it averages of 52% in this period. This situation reflects the failure of the state
to attain the fiscal autonomy and perform its responsibility of services provision to its
constituents.

7.2.3. Revenues Effort in Gadarif State

Revenues effort is calculated as the ratio of total revenues of the state to GDP. It
used to investigate whether the revenues collection reflects the economic activities in
the state. Table 9 below presents the revenue effort of the state in the period (1998-
2012).

Table 9: Revenue Effort in Gadarif State during the period (1998-2012)

Year (1) GDP Millions (2)Total Revenue (3) Revenue efforts (2)/(1)
SDGs) (Millions SDGs)
1998 1022.5 27.1 0.03
1999 1113.3 28.8 0.03
2000 1314.5 38.9 0.03
2001 1236.1 37.6 0.04
2002 1542.9 44.6 0.04
2003 1532.6 56.3 0.05
2004 1597 73.8 0.07
2005 1720 106.8 0.08
2006 1752.8 140 0.10
2007 1826 173 0.12
2008 1980 216.4 0.09
2009 2039.3 183.8 0.13
2010 2230.9 271.9 0.11
2011 2440.4 337.1 0.14
2012 2667.4 376.8 0.14
Average 0.08

Source: Author’ elaboration.

Table 9 above shows the poor performance of revenues effort of the state.
Hence, it averages only 8% in the above period. This situation can be attributed to the
inadequate assignment of revenues sources, i.e., most revenues sources assigned to the
state level were inefficient and highly conflicting with the constituents. Moreover, the
higher tax evasion, weak personnel, and wide exemptions were also responsible for the
weak performance of the revenue effort of the state.
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7.2.4. Share of Tax and Non-tax Revenues in total State Revenues

Table 10 below shows the share of tax and non-tax revenues in total revenue of
the state in the period (1997-2012).

Table 10: Tax and non-tax Revenues (in a million SDGs) in Gadarif State (1997-2012)

Year Tax Rev. %of State Rev. Nontax % of State Rev.
1997 6.4 23.5 20.7 76.5
1998 5.8 20.1 23 79.1
1999 8.7 22.7 30.2 77.3
2000 5.1 13.7 23.9 86.3
2001 4.7 16.8 39.9 83.2
2002 4.9 19.5 51.4 80.5
2003 5.9 17 67.9 83
2004 7.2 16 99.6 84
2005 9.1 18 130.9 82
2006 13.6 23 159.4 77
2007 15.8 26 200.6 74
2008 17.2 29 166.6 71
2009 27 29.9 244.9 70.1
2010 29.2 35.5 216.7 64.5
2011 36.2 10.7 301 89.3
2012 50.1 13.3 326.7 86.7
Average 20.9 79.1

Source: Author’ elaboration.

7.2.5. Calculation Using Data of the Ministry of Finance & Labor Forces-Gadarif State.

Table 10 and Figure 9 explains the higher distortion of the revenue structure of
the state reflected by the rapid deterioration of the tax revenues compared to the non-
tax revenues, which averages of 79.1% of the total revenue of the state in the above
period. This situation is mostly due to the removing of the agricultural tax in 2001.
However, the failure of revenue assignment is also responsible for this situation.

Figure 9: Percentage Share of Tax and Non-tax Revenue in Own revenues of the State

(1997-2012)

= Tax revenue = Nontax revenue

Source: Author’ elaboration.
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7.2.6. Impact of transfers on the state revenues (regression analysis)

In this consider, data of state revenues ( StréV ), transfers from the federal
government (77ans) and the GDP of the state of the period (1998-2012) will be used to

examine the response of state revenues to federal transfers. Thus, the parameters of
the following equation will be estimated:

Strev=a. ,+ a,Trans + o. ,GDP + .,

Using OLS technique for data of the above variables in logarithmic form, table
(11) presents estimates of the above equation.

Table 11: Estimates of state revenues equation of the period (1998-2012)

Dependent Independent Coefficient T-Value | Sig. R2 F Change
Variable Variable
logStrev (Constant) -6.511- -2.719 .024 | 73% 12*
LogTrans -.134 -1.455 18
LogGDP 2.616 3.325 .01

Source: Author’ elaboration.
* Significant at 5%

Results shown in Table 11 reveal that variations in state revenues are not
responding to the federal transfer’s variations (it found insignificant), indicating the
failure of one of the basic objectives of the federal transfers of inducing the local
revenues - by directing the transfers to productive channels. However, the GDP is found
significant at 1% with higher elasticity (2.6)

8. Concluding Remarks

This study aimed at evaluating the experience of fiscal decentralization of Gadarif
state in the period (1997-2012). Therefore, expenditure decentralization, revenue
decentralization, and fiscal imbalance were analyzed in the context of the fiscal
decentralization objectives. To accomplish these objectives, different methods have
been utilized. Indicators of revenue effort and fiscal imbalance were calculated to
evaluate the performance of revenue and expenditure assignment in terms of fiscal
autonomy and fiscal imbalance. Time series regressions of data for the period (1998-
2012) were attempted to investigate the response of revenue, expenditure, and
transfers to their different arguments.
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Results of the study revealed that the fiscal situation of the state had rapidly
deteriorated since the implementation of the fiscal decentralization system in 1995.
Thus, no fiscal autonomy has been realized as the federal transfers constituted of about
73% of the total state revenues in 2012 and the revenue effort is reported only to 8% of
GDP as the average of the period (1998-2012). The vertical imbalance averaged 52% in
the same period. The regression results also indicated that the state revenues were not
responding to federal transfers.

To promote the fiscal decentralization system and to overcome the poor
situation concerning revenue and expenditure of Gadarif state, emphasis should be
directed to different aspects. These policy measures recommended are:

- Revenue administrators should be empowered to increase their revenue to
acquire fiscal autonomy.

- Provision of detailed information about the different revenue source bases to
help to set achievable targets for revenues in the budget.

- Local administrations should be given clear assignments about their revenue
and expenditure responsibilities.

- Directing the transfers to productive channels.
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