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Abstract

The main purpose of this paper is to draw attentmithe difficulties in
determining the extent to which social transfergehan impact on income
inequality in Turkey. Given the socio-economic gualitical importance of
the issue, an examination of the redistributiveaotf pensions and social-
assistance programs in Turkey could indeed be hghégning exercise. Un-
fortunately, some data inadequacies limit our gbtth provide a reliable an-
swer to the research question. The currently availanicro data set drawn
from the Survey of Income and Living Conditions L(S) identifies the
amounts of various types of income received byviddials or—in some
cases—households, and we find that social assestand disability benefits
do alleviate income inequality. However, the actedistributive effect of what
is generally agreed upon as “social assistancethe Turkish context is
probably quite larger than our findings suggeste Teason is that certain
types of social benefits are lumped together inSHeC with other income
types, while others—including health-insurance puens paid by the state
on behalf of poor households—are not recordedlathé redistributive im-
pact of pension payments and unemployment bergg#s not appear to be
very large, since especially the latter are reakivainly by individuals who
are outside the lower end of the income distributio
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1. Introduction

Even though income inequality in Turkey is stillitguhigh according to
developed-country standards, a sizable improverirerihe distribution of
income has taken place since 2002, when the clymentihg Justice and De-
velopment PartyAdalet ve Kalkinma PartisAKP) first came to power. This
change, which has been cited as a prime factdndrpblitical stability seen
over the period, resulted in a reduction in thei Goefficient, from 0.44 in
2001 to 0.40 in 2018.In addition to high economic growth—much of which
occurred before the global crisis of 2008—the AKBuably owes its long-
lasting electoral success to the extensive soe@lrsty and assistance programs
that have brought a higher standard of living gigaificant portion of Turkish
low-income families.

The current study has two main purposes. One aity out descriptive
analyses to determine the extent to which socaaisfiers (i.e., pension pay-
ments, unemployment benefits, and social assistangeor households) have
an impact on income inequality in Turkey. The otleto draw attention to
the difficulty in achieving this goal due to datmitations. The survey data
we work with allow us to carry out this researchidgntifying the amounts of
various types of income received by households.aMadability of details on
labor income and pension payments at the indivithagdl also allows us to
distinguish between the incomes of male and ferhalesehold members,
which makes it possible to examine some genderpdcts of the research
guestion. Thus, the examination of the distribiaiampact of pensions and
social-assistance programs in Turkey promises tarbéteresting exercise
that will provide valuable insights. However, asliviie discussed below,
some data inadequacies limit our ability to fullgasure the extent of the link
between social transfers and income inequality.

1.1 The Turkish Welfare Regime

Since 2002, the AKP governments have mainly purswssliberal eco-
nomic policies that have largely ignored the nemeénhance both industrial
production and international competitiveness. kdtegains in economic
well-being have mainly been dependent on the abiitlaof foreign financial
investments, which bring interest rates down arilhtm asset prices but do
not result in substantial increases in employméithough employment

1 Using official data from four rounds of the Houskh®udget and Expenditure Survey,
Filiztekin (2015) finds that the decline in equaltame to a halt in 2007 and argues that a
reversal in the trend may have begun.
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growth in services has picked up in the past fearget has been offset by a
rise in the labor-force participation rate. Coineglwith the rapid expansion
of the adult population, this has meant that a grgwumber of Turkish people
are now facing the risk of needing social assigdnaneet their basic needs.

The neo-liberal economic policies of the past dedaave, perhaps unex-
pectedly, brought about increased public spendmgazial assistance. Major
upgrades in the health-care services were madhe &xjpense of putting more
strains on the national budget (Erol and Ozdem®l42 Datan and
Cetinkaya, 2015). Nowadays, not only active workegistered in the social-
security system, retirees, and dependents of tlveseategories, but the en-
tire population is eligible for health-care serdgqeovided by state-run medi-
cal institutions. Depending on the level of peripousehold income, all
citizens are now covered by "General Health Insceam return for making
minor contributions, or even none at all (KaradeBiz12). At additional cost,
all citizens can also receive treatment at priviedétutions.

Along with popular health-care policies involvingcansiderable expan-
sion of public health-insurance coverage, the eérdpovernment has also
ramped up its social-assistance programs for especiulnerable groups.
The Ministry of Family and Social Policies was é$thed in 2011 and be-
came responsible for all aspects of non-contriusarcial payments, includ-
ing in-kind aid and monthly payments to poor fagesli the elderly, the dis-
abled, and the parents of small and school-agddrehi In 2014, the cost of
these programs—funded by the Ministry’s own budged the Social Assis-
tance and Solidarity Fund—was approximately 20idwillTurkish liras, a
marked rise from a decade earlier, when the amofirdocial-assistance
spending was deemed to be extremely lowg(Bwand Adar, 2008). Accord-
ing to official figures, the share of social-assmte expenditures in national
income went up from around 0.5% in 2002 to 1.4980042

According to Yazici (2012), the amount of sociarsging may not be the
best indicator of welfare transformation; and oeeds to look into the insti-
tutional arrangements through which welfare pranss organized. Since its
rise to power, Yazicl argues, the AKP governmeatgehsystematically pro-
moted iniatives on the part of the private sectut @oluntary organizations,
especially charitable activities underwritten bynfgovernmental organiza-
tions and municipalities. These have proven todaelihg actors in poverty-
alleviation efforts and the delivery of social dees. In fact, local admini-
strations run by the AKP also provide in-cash an#lind aid to poor house-

2 A breakdown of the total amount of social-assistasyeending into various programs can be
found in Balevent (2015).
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holds not only through their own budgets, but alsmugh NGOs with Is-
lamic affiliations. According to Pinargitu and kik (2009), the AKP has
attempted to open a new chapter in the Turkishaselfegime by fostering
the emergence of these new networks that complemer# traditional forms
of welfare provision originating with family andénds.

Bugra and Keyder (2006) draw attention to the factt thrunicipal
governments whose Islamic ideological orientatias helped mobilize civil
participation in social assistance usually act ady'brokers in charity,” i.e.,
they channel resources to destitute people. Howehier charity brokerage
might involve dubious liaisons with shady charasteho contribute to mu-
nicipal charity funds only as a tradeoff for immiynfrom prosecution for
their crooked business dealings. Go¢men (2014)palsds to the ever greater
role taken on by religion in the Turkish welfares®m over the last two dec-
ades. The author claims that, during a period imnclvisocial assistance by
central and local institutions has expanded, the of religiously based asso-
ciations is not only a response to growing libeation and economic de-
regulation, but also a symptom of the emergendslaim as a principal line
of cleavage between two political camps in the tgun

Also expressing a highly critical view, Eder (20@®)sits that the bigger
role of the state in welfare provision in TurkeysHad to an explosion of po-
litical patronage and ever greater state powerwlitliout any significant im-
provement in welfare governance. ElsewherggrBand Canda(2011) argue
that the jump in public expenditures sustains téikstic relations between the
political authorities and the poor, which reinfaoeur initial argument that
political preferences in Turkey may be closely &ddkwith the nature of the
welfare regime. Unfortunately, the currently aviiéamicro data do not allow
us to test empirically the idea that individualsirfy choices are swayed by
their views on the social policies of the rulingtgeor their recipiency status.
However, the income-inequality analysis we undertak the current study
might provide some indirect evidence in this regard

While much of the existing academic work contaitmersy criticism of the
current Turkish welfare regime on economic or ethgrounds, praise for the
transformation that welfare policies have goneugtohas also been voiced.
Esen (2014) maintains that the negative views guih fin the existing litera-
ture on Turkey's social policies lack adequate eoglievidence. He also
disagrees with the idea that Turkey's welfare regismbeing shaped domi-
nantly by the Islamist impulses of the AKP, andgises it credit for the re-
forms it has introduced to widen the delivery afvimes and update the infra-
structure of the entire welfare system.
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1.2 Social Transfers and Income Inequality

One way of assessing the effectiveness of redisivib policies is to see
whether they lead to a meaningful lessening ofrimednequality. Comparing
pre-social-spending income inequality with the m&dy level attained after
the transfers, Immervolét al (2005), Whiteford (2008), and Fuest al
(2010) find substantial redistributive effects afcwl benefits. In a cross-
section of 28 countries, Wargg al (2012) find that taxes and social benefits
cause a major drop in the Gini coefficient (on agey;;, by about 0.16), and
social transfers account for 85% of this reductidncording to Fricket al
(2000) and Jesuit and Mahler (2010), however, dpisroach is problematic
because it neglects the fact that the pre-trami&rbution of income is not
independent of welfare policies. Social transferghtinfluence individuals’
behavior in many ways, such as by removing thenitiee to work, leading,
in turn, to a worsening of pre-transfer income unaiyy. FurthermoreSinn
(1995) believes that more social spending sparkeenmovestment in risky
assets and more moral hazard effects. Thereforee memlistribution may
result in not only more pre-transfer, but also muwst-transfer inequality.

Marx et al (2014) also discuss the inappropriateness ofgusicounter-
factual pre-transfer distribution along with otltbeoretical and definitional
issues that need to be kept in mind when evaludkiagedistributive impact
of the welfare state. For example, the distincbetween social insurance and
social-assistance benefits is an important onehthstalso been addressed in,
for example, Danzigest al (1981) and Barr (2004). While the amount of the
first type depends largely on contributions madeirwividuals in the past,
likely making its redistributive impact small, thatter is typically means-
tested (i.e., provided on the basis of an incors® &nd thus is expected to
have a larger redistributive effect.

Making use of a cross-country panel data set andauetric techniques
that try to solve the above-mentioned methodoldgmablems, Niehues
(2010) finds thaunemployment benefits and public pensions haveeater
inequality-reducing impact on the income distribatithan do the more tar-
geted benefits, which—as it turns out—do not sigaiitly affect income
inequality. The author points to the positive (iaincreasing) effect of social-
assistance programs on pre-transfer income indguafid attributes this
finding to substantial disincentive ramificationistbe kind discussed above.
This revelation is especially relevant for Turkeg, many experts and com-
mentators argue—and even the Prime Minister hagheeliin on this issue—
that many recipients of social assistance choosentain out of work in order
to maintain their eligibility for aid.
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1.3 Functional Income Distribution

One key concept that describes our research ictiumal income distri-
bution"—the study of how much of the income in aisty goes to the owners
of various factors of production. The downward tt@mlabor’s share of labor
income has been what spurred scholars to take igpagiproach. Income-
inequality analyses that distinguish between diffiertypes (or sources) of
income received by the various units (e.g., housishahat make up the
population aim to identify which types of incomesgally labor, non-labor,
and transfer incomes) comprise a larger share uddétwld income and which
ones contribute to inequality the most.

The literature on the contribution of various sesrof income to inequality
has shown that they differ not only in the magréted their contributions, but
also in the degree of inequality in their own disitions (Cancian and Reed,
1998; Lerman, 1999). As far back as Fields (19i%)as usually been found
that labor-market earnings are relatively more #gudistributed than non-
labor income, and they thus have a smaller effacihequality. Frassdorét
al. (2011) have asserted that capital income makdispgoportionately high
contribution to overall inequality in relation ttsishare in disposable income.
Focusing on the gender aspect, Reed and Canci@f)(28d Ding, Dong, and
Li (2009) find an equalizing effect of female eays.

Empirical studies of functional income distributiam Turkey have also
been conducted using official data sets. Silber @athucur (2000) and the
TUSIAD (2000) report, written by a team led by SeyfetBirsel, make use
of the 1994 HIDS to find that income from primanbs is relatively more
equally distributed, but different patterns are esbed when the sample is
broken down by employment status.sRaent (2010) focuses on four main
subcomponents of household income, namely labokehararnings of fe-
males and males, non-labor income, and imputed.réhe problem with that
paper is that pension payments, social-assistaecefits, and income from
financial assets and real estate are all lumpeetheg as non-labor income.
The study by Kaya anflenesen (2009) of Turkey makes a distinction between
male and female earnings. They state that thetlhieagender discrepancy in
earnings constitutes a rather large chunk of the €iefficient for disposable
income and wage-income distributions. Finally, TH@éSIAD (2014) report,
written by Oner Giingavdi, Raziye Selim, and Ayliny@r, finds that wage
and self-employment incomes combine for over 80%otdl household in-
come, while income from financial assets contribuge disproportionately
large amount to inequality.
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2. The Data

In the empirical work, we use data drawn from tb&2Survey of Income
and Living Conditions (SILC), conducted by the TiahkStatistical Institute,
TUIK. The income figures provided in the SILC datalude after-tax in-cash
and in-kind payments from primary and secondarg j@nd jobs previously
held during the past year), as well as income fram-labor sources, such as
interest and rent incomes, dividends, and transfds® reported are imputed
rents, which were shown by Dagla and Balevent (2006) to have a non-
negligible negative contribution to income ineqgtyalin Turkey. Since the
point of our exercise is to rank households witkpezt to their standards of
living, all of these figures will be included inghotal incomes of the house-
holds.

According to the 2013 SILC, the working-age popatabf Turkey is 55.6
million. About 69% of this population resides irban areas (i.e., in administra-
tive units with populations of more than 20,000heTfocus of the current
study will be on the earnings in this sub-populatitue to the dominance of
agricultural activities — which are characterizgdseasonal and unregistered
employment and work without pay in family-owned imesses — in rural
areas. The SILC data set allows us to distinguittvéen several types of in-
come received by individuals aged 15 and abovendutie reference period
of the 2013 SILC, which is the year 2012. The typet of income repre-
senting labor-market earnings are “wage and saland self-employment
(i.e., employers and own-account work) income. featent payments (in-
cluding survivor benefits) and disability allowascare the two types of in-
come received by inactive individuals. While almafitmen in our sample
receive retirement payments in return for their acs@ntributions, more than
half of the women in this category are paid survivenefits.

An important shortcoming of the survey in relationour purposes is that
some payments made by the government through saas@tance programs
are lumped together with the income types listedvab First, regular pay-
ments received by the elderly (aged 65 and above)ave in need of finan-
cial support are recorded under “retirement andagiel income,” which
mostly consists of payments made to retirees agid $hrvivors. According to
2014 figures published by the Ministry of FamilydaSocial Policies, more
than half a million people are beneficiaries of fineancial-support program for
the elderly, and it would have been quite usefutiemtify those people. Sec-
ondly, individuals who receive monthly paymentsraturn for spending a
certain amount of time looking after disabled fanmembers are recorded as
being in the category of wage and salary workehg dfficial figure puts the
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number of such individuals above 400,000 as of 26ially, the disability-
income item includes invalidity allowances and pawts to war veterans, as
well as payments to people with disabilities.

As the discussion above implies, our inability dentify individuals re-
ceiving social-assistance benefits and treat traginings separately means our
findings as to the impact of such programs on inrcamequality are likely to
be biased downward. However, an even more signffitimitation of the
SILC is that it provides no information on the ambof General Health In-
surance premiums paid by the state on behalf of feroilies and elderly
individuals. According to 2014 figures, around nm#lion individuals bene-
fit from this service. Given that the amount of ragrspent by the Ministry of
Family and Social Policies on health-insurance puera represents roughly
one-third of its budget, the lack of this inforneatiis probably the main rea-
son why the SILC cannot reflect the true size efThirkish welfare state.

Another salient feature of the SILC is that unliedor-market incomes
and retirement payments, which are recorded atnitieidual level, the re-
maining types of non-labor income (such as thanfrents and financial as-
sets) and in-kind and cash transfers from varimcsabassistance programs
are recorded at the household level. This preclugesrom identifying
whether the household is eligible for social aasis¢ due to simply having a
per capita household income below a certain lewe¢he presence of, for ex-
ample, a female member who has recently given birils currently enrolled
in an educational institution. This could be coesedl another inadequacy of
the data, for it fails to uncover the gendered etspef the links between so-
cial protection and income inequality. On the dige, the SILC data allow- us
to distinguish between the labor market, retiremnant disability incomes of
male and female household members.

3. Empirical Work

We begin the empirical work with an individual-lé\analysis to demon-
strate how the different types of income (recordedhe individual level by
the SILC) are distributed among the recipients. thém move on to a house-
hold-level analysis, the main purpose of whichoiptesent the prime patterns
in household income-inequality and how the différgmpes of income con-
tribute to it. Given the methodological problemshaineasuring the impact of
social programs on income inequality, we refraonfrmaking pre- and post-
transfer comparisons and rely on more standard noegsition techniques
that are presented below.
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3.1 Individual Level Analysis

The figures presented in Table 1 are meant to asphich types of in-
come are the most commonly received and how theydestributed among
the recipients in the sub-population aged 15 amaablt turns out, as ex-
pected, that the most commonly received type isewaigd salary income.
Sixty percent of working-age males and 25% of femakceived some wage
and salary income in the year 2012. Both the meanngedian figures reveal
that self-employment earnings are typically higllean wage and salary
earnings and that men earn more than women. Agapttdi Gini coefficient
figures, the most unequally distributed type id-satployment income. The
especially high figure among females (Gini = 0.@ants to the heterogeneity
in the type of activities classified under self-doynent. Apparently, this
category contains both women engaging in modeseHuased activities and
full-time working professional women, whose anneatnings exhibit a great
deal of variation. Another clue that this might the case is that the rate of
informality is much higher among self-employed waonia comparison to
men (68% vs. 37%). Among wage and salary workarghe other hand, the
rates of informality for male and female workers aot very different.

Table 1. Summary Statistics of Earnings by Income yipe and Gender

Income type
Wage and Self- Retirement | Disability
salary employment
Share of Overall 42.2 8.9 174 0.8
recipients Male 59.8 14.4 20.8 1.1
(%) Female 24.8 3.5 14.0 0.6
Overall 0.435 0.562 0.260 0.299
Gini coefficient Male 0.407 0.519 0.215 0.314
among recipient§ Female 0.494 0.709 0.307 0.24H

The information presented in Table 2 is meant wviple a better under-
standing of the characteristics of individuals reiog the four types of in-
come that the SILC distinguishes between. Thesgdijconfirm that labor-
market earnings are mainly received by males. Hhatively high share of
female recipients in the case of retirement paysennot really surprising if
we recall that this category includes the survivafrgleceased retirees. With
respect to age, we find that the largest shareapients is in the 25-34 age
group in the case of wage and salary incomes, ratioei 35-44 age group in

3 Baglevent and Acar (2015) report that the gender difiee in the rate of informality is
present even when the sectoral composition of eynpmat and basic personal characteris-
tics of the employed are controlled for. This metnad informality is an important gendered
aspect of social protection in Turkey.
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the case of self-employment incomes. Married iiddials, those with pri-
mary-school education, and household heads makinaipargest group of
income recipients among the wage earners, thesgifoyed, and the retired.
Those receiving disability income, on the otherdjaare more likely to be

illiterate, never-married, and the child of the seliold head.

Table 2. The Distribution of Recipients of IncomeTypes Into
Broad Categories (% Shares)

Income type
Wage and Self- Retirement | Disability
salary employment
Gender Male 70.3 80.0 59.3 65.9
Female 29.8 20.0 40.8 34.1
15-24 17.9 3.3 1.9 11.2
25-34 35.0 235 1.1 254
Age group 35-44 28.0 32.2 2.8 24.1
45-54 14.9 24.3 27.6 17.5
55+ 4.2 16.7 66.7 21.9
Married 67.3 85.7 66.1 41.1
Marital Never-married 28.3 8.7 4.9 45.0
status Widowed 0.8 2.3 24.4 6.7
Divorced 3.6 3.3 4.5 7.2
llliterate 1.7 2.6 12.4 39.3
Literate 3.3 3.6 7.8 11.2
Primary 27.2 45.2 42.1 28.1
Secondary 185 15.7 9.9 8.5
Education High school 12.3 9.6 7.3 7.5
Vocational 12.6 9.7 8.0 4.3
Higher educ. 24.5 13.6 125 1.2
Head 50.8 72.3 74.4 37.1
Relationship | Spouse 17.4 16.2 12.3 8.3
to household| Child 28.3 9.6 4.0 41.9
head Parent 0.1 0.8 6.1 3.4
Other 3.4 1.2 3.3 9.3

3.2 HouseholdLevel Analysis

Having presented certain stylized facts about ypeg of income received
by individuals, we now turn to a household-levealgsis, whose main pur-
pose is to observe the extent of inequality inltbtausehold incomes. In ad-
dition to the income types examined earlier, thasebold incomes which we
base our analysis on include imputed rents, retam8nancial assets, rental
income from real-estate ownership, unemploymenefisn income received
from social-assistance programs and relativespémat types of income, such
as alimony payments, that add up to only a smatligro of household in-
comes in Turkey.
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Before the household incomes are entered into equiadity analysis, they
need to be adjusted for household size and conmositith an “adult
equivalence scale” so that they more accuratelgaethe material well-being
of the households. In line with common practice, uge the Eurostat (a.k.a.
the modified OECD) scale, which distinguishes betwadults and children,
to obtain the effective number of adults (or adguivalents) in the house-
hold. Under this scale, the number of adult egeive in the household is
calculated by counting the first adult in the hdusd as one person and each
other adult as the equivalent of 0.5 adult. Thddchin (i.e., below 15) are
counted as 0.3 adults. In the remainder of our goapiwork, the income
figures on which the households’ rankings and tiegiiality measures will be
based will be the amounts obtained after the rawsre figures are divided
by the number of adult equivalents.

Having obtained the equivalized household inconmessarted the house-
holds according to those adjusted income figures fivgt look at the mean
values of several variables in income quintilegeba better idea of what kind
of households are placed towards the bottom otdpeof the income distri-
bution. According to the figures presented in Tahkldarger households are
more likely to be found in the lower end of thetdimition. The average
household size declines from 4.6 to 2.8, from tb#dm to the top quintile.
Similarly, the average number of children per hbose falls from 1.6 to 0.5.
The rate of home ownership is found to be 56% @ ltbttom quintile, as
opposed to 74% in the top quintile. Interestinggmale-headed households
are not worse-off than male-headed ones. In fhetshare of female-headed
households is the largest in the top quintile (¥9.8The share of households
with one or more informally-employed members resealstrong association
between informality and well-being. While nearlylfhaf the households in
the bottom quintile have a member who is in infdreraployment, the corre-
sponding figure for the top quintile is 16.1 (whichkctually, is also quite
large).

Table 3. Means of Various Household Characteristicby Income

Quintiles
Bottom | 2¢ | 3¢ 4" | Top | Al
Household size 4.6 3.7 3.4 3.1 2.8 3.5
No. of children 1.6 0.9 0.6 0.5 0.5 0.8
Home owners (%) 55.5 69.1 747 76|]8 74.27/0.1
Female head (%) 13.2 137 17/9 167 15.85.5
Informal empl. (%) 47.8 369 33.1 249 161315




34 Ekonomi-tek Volume / Cilt: 3 No: 3 September / Eil4

Another exercise we carry out with the quintileigisments of households
is to look at how each subcomponent of income Iscated among the in-
come quintiles. According to the figures preseritedable 4, households in
the top quintile receive almost 47% of total howdeéhincome. With figures
above 60%, the share received by the top quirgithe largest in the case of
rental and financial income, female self-employmamome, and female
wage and salary income. Households in the bottointitgy on the other
hand, receive only 2-3% of these types of inconte Righly unequal distri-
bution of female labor-market earnings is prima@lyreflection of the low
female participation rate, especially among thoik lew levels of education.
It also demonstrates how closely household weltdpé$ linked with female
labor market activity in Turkey.

The bottom quintile also gets only a minor porta@imetirement payments,
while the retirement incomes of both males and femare quite evenly dis-
tributed across the remaining four quintiles. Tpatern implies that retire-
ment serves as an effective social-protection nmashg as it turns out to be
highly unlikely that a household receiving a retient benefit will fall into
poverty (at least in relative terms). As would Bpexted, income from social-
assistance programs goes mainly to householdsibdttom quintile. How-
ever, the non-negligible presence of recipientsmenethe top quintile casts
some doubt on the efficiency of those programseims of providing aid to
only those in need.

Table 4. Allocation of Subcomponents of Income Inttncome
Quintiles (% Shares)

Bottom 2¢ 3 4" | Top

Male wage and salary 9.0 13.0 15,2 213 415
Female wage and salary 2.6 5.6 100 17.0 64.8
Male self-employment 5.4 7.4 10.9 16.p 59(7
Female self-employment 3.3 5.5 7.8 175 66.0
Male retirement 4.5 155 23. 265 305
Female retirement 3.2 9.0 190  29)9 38)9
Male disability 21.0 27.0] 26.2] 18.6 7.2
Female disability 33.3 18.3 27.( 16.1 5.0
Imputed rents 7.9 14.0 19.1 23.7 354
Rental and financial 2.3 5.2 9.8 16.p 663
Unemployment benefits 4.8 8.7 10.b 1849 571
Social assistance 64.8 19.6 6.0 4.6 5/1
Family assistance 12.0 14.4 1890 22|10 327
Other 6.6 7.3 6.7 104 68.9
Total Income 6.5 10.9 14.9 20.9 46.8
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Examination of the distribution of the various tgp income into income
quintiles provides only a rough idea on which searenhance inequality and
which ones work against it. In order to quantifge tbontributions of these
‘factors’ to household income inequality, there aeveral decomposition
techniques that can be used. The technique dewklogghorrocks (1982) is a
relatively simple one that considers all of the poments simultaneously and
measures their “proportionate contributions”. Thefulation is based on the
covariances between the values of the factors@atlincome, and it is inde-
pendent of the choice of the measure of inequality.defined, the sum of the
proportionate contributions is 100 percent, witlsipee values implying a
positive impact of the factor on overall inequality

All of the different types of income presented iearare treated as separate
factors in our decomposition analysis. We are piignde interested in the
contributions of retirement benefits and socialstasce income. The propor-
tionate contribution figures are presented in #eosd-to-last column of Table 5.
Most of these figures are positive, meaning thatiticome type in question is
positively correlated with total household incortidurns out that about two-
thirds of the households have a male wage andysadainer, but the incomes
of these members account for about one-fourth tal fnequality. Consider-
ing the fact that the share of this factor in tatglome is 37 percent, the pro-
portionate contribution is small in relation to egnitude.

The only factors with a negative proportionate obotion are social as-
sistance payments and disability incomes of mafes famales. However,
since the share of these factors in total incomeig small, their impact on
overall inequality is only marginal. This finding line with the Jesuit and
Mabhler (2004) assertion that redistribution is mstr@ngly related to the size
of a social program than to its target efficienthe contribution of female
labor market earnings to inequality is not only ipes, but also larger in
magnitude than male earnings after they are divigetheir respective shares
in total income. According to these ‘per-unit cdmition’ figures given in the
last column of Table 10, the contribution of femadédf-employment earnings
is especially large. This is consistent with ourdieaobservation that female
labor market earnings are highly concentrated éntdp quintile. As would be
expected, the per-unit contribution of rental aimaricial income is also quite
large. The proportionate contribution of this typenearly 18 percent despite
the fact that its share in total income is onlyergent. Apparently, the wealth
distribution, which is known to be highly unequil,having a considerable
impact on the income distribution as well.
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Table 5. The Contribution of Subcomponents of Incora to
Household-Level Inequality
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Share of Share of | Coefficient Propo_rnonate Per-unit
householdg . L contribution -
. factor in total| of variation contribution
receving | income (%) | for factor | . of fact_or to of factor
factor (%) inequality (%)
Male wage and 65.7 36.7 1.4 24.9 0.7
salary
Female wage and 30.1 12.9 2.6 15.0 1.2
salary
Male sel- 18.3 12.2 4.0 24.9 2.0
employment
Female self- 4.7 1.4 11.4 4.0 2.8
employment
Male retirement 27.0 10.1 2.0 3.3 0.3
Female retirement 17.0 6.2 2.9 2.9 0.5
Male disability 1.4 0.2 10.9 -0.03 -0.2
Female disability 0.7 0.1 145 -0.02 -0.3
Imputed rents 70.1 9.2 1.1 4.6 0.5
Rental and financial 41.3 6.7 4.5 17.7 2.6
Unemployment 35 0.4 14.2 05 12
benefits
Social assistance 8.3 0.2 5.9 -0.1 -0.5
Family assistance 17.6 2.7 45 0.7 0.3
Other 8.0 1.0 11.1 1.6 1.6

Notes: The figures reported here are based on amountstadjby the adult equiva-
lence scale. The per-unit contributions reportedhm last column are obtained by
dividing the proportionate contributions by thebares. The Gini coefficient of total
household income is 0.395. The exercise was cawigdusing software package
STATA.

In interpreting the contribution figures, we sholdéep in mind that a
positive proportionate contribution does not neaglysmean that the income
type in question makes income inequality worse thamuld have been in its
absence. The retirement payments of both malesfaandles, for example,
have positive contributions, but they have smaityét contributions, which
means that inequality would have been even lafges retirement payments
existed (holding everything else constant). Furtieee, if we were able to
separate the old-age payments made within socsdtasce programs from
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those made to retirees and survivors, we would Ipagbably found that the
former type of income has a negative proportiorcatetribution, i.e. an un-
ambiguous equalizing impact on income distribution.

The finding that unemployment benefits have a lapgsitive per-unit
contribution is an unexpected one. However, if taees into account the
current situation in Turkey that only those withosg prior attachments to the
labor force, e.g. the formally and regularly emgdyare eligible for these
benefits, the finding is not that surprising. letbonditions for unemployment
benefit recipiency are relaxed by the governmesetane eventually likely to
see a change in this pattern.

Yet another interesting finding from a social pobien perspective is that
the income source labeled here as ‘family assistaamounts to a much
larger share of total income than ‘social assistadoes. While the share of
the former type (received by nearly 18 percentaideholds) is 2.7 percent,
social assistance (received by 8 percent of holdgghaccounts for only 0.2
percent of total income. This finding suggests th&tr-household transfers
between relatives play a non-negligible role inamding social justice. Con-
sidering the importance of traditional socio-cudlunorms, a key element of
which is strong family ties, this finding does mmme as much of a surprise
in the context of a predominantly Muslim societyur@inding is also in line
with assertion made in Gritjen (2008) that the nsiggtificant common trait
of the welfare regimes in Turkey is the consideratf the family as a main
institution of welfare.

4. Conclusion

The main objective of this study was to observeréustributive effect of
social transfers in Turkey to help assess the tld@iathese transfers have had
a considerable impact on political outcomes. Durngeriod in which em-
ployment opportunities have been limited, increasedal spending by the
government has indeed been seen by many as a ¢&ey fa the Justice and
Development Party’s electoral success. A deconipasianalysis which
yielded the proportionate contributions of variomsome types revealed that
the redistributive effect of social assistance pay® is unambiguously posi-
tive, i.e. they alleviate income inequality. Thensawas true of the disability
incomes of males and females. However, since tiinege income types com-
bined for only 0.5 percent of total household inegitineir impact on overall
inequality — as measured by their proportionatetrdmrtions — was quite
small. The contributions of retirement and unempiept benefits, on the
other hand, were positive, meaning that the cdrogieof these factors and



38 Ekonomi-tek Volume / Cilt: 3 No: 3 September / EGi4

total household income is positive. Given that mibvan half of unemploy-

ment benefits and about a third of retirement paymare currently received
by households in the top quintile, it might taketgw while for these sources
to have an equalizing impact on Turkey’s incoméritistion.

Due to the fact that some types of social benefieslumped with some
other income types and also that some benefitsch as health insurance
premiums paid by the state — are not recorded,ahalSurvey of Income and
Living Conditions we utilized here was actually nety suitable for finding a
reliable answer to our main research question. rEuléstributive effect of
what is generally agreed upon as social assistantege Turkish context is
probably quite larger than our findings suggeskid@into account the socio-
economic importance and the political relevancethef topic, the Turkish
Statistical Institute might consider revising thevey so that it can provide
more insights regarding the links between sociandmg and income ine-
quality.

One issue that can be tackled is the underrepoofirsgcial assistance in-
come. By our calculations, the total amount of loiitg income reported in
the SILC (close to 1.7 billion TL in 2012) is roughhe same as the amount
reported in the statistical bulletins of the Minysof Family and Social Poli-
cies. However, the total social assistance incogported in the survey is
much smaller than what the administrative data ssiggd more detailed in-
quiry into the in cash and in kind assistance kezkby households should be
useful in capturing a larger proportion of stataefed aid that ranges from
free textbooks to all students in primary and sdeoy education to financial
support to families that have members in compulsoititary service. As far
as health insurance premiums paid by the statecmeerned, the respondents
will most probably not be able report the amounthef aid, but a survey item
may question whether the household head took tlteme test’ (which is a
precondition for getting that service) and what thiicome of the test was.
The amount of premium paid by the state can themebermined by TUIK (or
the researcher working with the data).

The currently available survey data are also notduaoive to uncovering
the link between social spending and political oates. Surveys that inquire
about both political preferences and access toakasisistance would defi-
nitely be instrumental in finding out how much tlheumbent parties benefit
from greater social spending. These findings, m,tmight give rise to dis-
cussions on whether the political gains are lamgymugh to cover the cost of
alienating some higher-income voters as well astioégal and economic costs
associated with the disincentives to work among¢agients.
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