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ABSTRACT

Income inequality has been observed across bothrexdd and emerging market economies
for the last thirty years. The neoliberal policieas resulted in a significant change in the disttibn
of income and wealth around the world in favouthaf top income receivers.

Uneven distribution of income has recently been @n#e main issues for researchers and
policy makers. The reason why income inequality ieen so high on the agenda is that because it
has important consequences that erode social pistitd peace in society. Rising inequality might
damage economic growth, might pose a serious bawisocial development and hamper well-being,
and might cause political instability.

Income inequality can be observed and analysed frarous perspectives, such as regions,
cities, gender, education, family size, occupatidastors, status, etc. A different way of analydis
income inequality can be made by comprising andnauising three categories of income, namely
income by occupations, income by employment staaistypes of income (functional income). In this
way, a relative income index has been constitutedkinonstrate the top income receivers from every
income category. It has been found that the marsagem the first category, employers from the
second category, and entrepreuners, rent and istaereivers from the third category constitute the
top income receivers.

The aim of this paper is to highlight that the timmome receivers from aforesaid three
income categories contribute to income inequaligy most in Turkey. It has been concluded that pro-
equal public policies should be devised to redunegjialities.

Key words:Income inequalityincome byoccupations, Income by employment status, Income
by factors, Turkey
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1. INTRODUCTION

The success of neoliberal policies since the 19@@sresulted in a significant change
in the distribution of income and wealth around therld in favour of the top income
receivers. It is stated (Rambotti, 2015:123) tim@quality per se, more specifically income
inequality, is harmful to every aspect of soci#d.linequality is emphasised to be even more
extreme in wealth than income. Estimates suggeseg§land Kim, 2015: 14) that almost half
of the world’s wealth is now owned by just 1% oé thopulation, amounting to 110 trillion
dollars- 65 times the total wealth of the bottortf bathe world’s population.
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There has been a global change in terms of incastgbadition between wages and
profits to the detriment of wages. Not only thedabut also the factor incomes have accrued
at the top income percentiles. Indeed about halfie@fincome of the top 1 percent constitutes
non-labor income compared with 30 percent for tpe10 percent as a whole (Dabla-Norris
et al., 2015: 11).

Income inequality has been observed across botinadd and large emerging market
economies. Over the last thirty years, top incolmres have increased substantially in both
advanced and emerging economies (Atkinson et @lL1:223). The middle class has been
squeezed not only in many advanced but also sonmergamy economies, with incomes
stagnating or even declining. Within the labourrshahe highest earners have captured an
increasingly large portion, while those at the dawit have seen their shares decline
significantly. Thus the share of national incomengoto labour has declined in almost all
G20 countries (G20 Joint Meeting, 2015).

There are some distinct trends in growing incomequality. Firstly, there is an
unprecedented surge in top wage incomes. As atresafje income comprises a larger
fraction of top incomes than in the past (Atkingtral., 2011: 3). Secondly, there has been a
global change in terms of income distribution betwevages and profits to the detriment of
wages. Thirdly, tax and social transfer policy had less of a corrective influence on income
distribution than in the past (Mosqueira and Fahizfil4: 3).

Some of the resons which underlie income inequélétye been put forward as the
change in technology, less regulated labour markatsrates, globalization, etc. It has been
noted (Card and DiNardo, 2002: 734-735) that athafreew technology caused a rise in the
demand for highly skilled workers, which in turndldo a rise in earnings inequality.
Technological advances have been found to haveribotegd the most to rising income
inequality, accounting for nearly a third of thedemning gap between the 90th and the 10th
percentile earners over the last 25 years. Howievears been argued (Stiglitz, 2015: 444) that
technological change has made labor more produdiittetechnological changes cannot
explain why there should have been such an incrieae gap between average wages and
productivity. It has been stated (Dabla-Norrisle2815: 19-20) that larger emerging market
economies also shows a similar trend.

Dabla-Norris et al (2015) have argued that the idecbf some labour market
institutions have contributed to inegality in batkdvanced and emerging economies and
flexible labour market institutions may lead to eahallenges for workers, especially those
with low skills. It has been highlighted (Jaumadied Buitron, 2015: 4) that the erosion of
labor market institutions is associated with tise 0f income inequality. The afore mentioned
authors has added that the decline in unionizatiaelated to the rise of top income shares
and less redistribution, while the erosion of miarmmwages is correlated with considerable
increases in overall inequality; and the most naeslult obtained is the strong negative
relationship between unionization and top earnacsme shares.

It is stated (Freeman, 2010:167) that deregulatibriinance has spurred growth,
profits, and high earnings for the highest posgiovhich led to greater inequality more in
finance than in other sectors. Dabla-Norris (20t&3 claimed that financial globalization
pushes up the demand for and wages of higher dkillerkers which increases income
inequality.

As a result of afore mentioned changes and factoexguality has become the
challenge of the present time and has gained sultmtattention by many researchers
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recently although it has been ignored by dominaatiiberal paradigm for years. The reason
why economic inequalities have been so high on apenda of researchers is because
inequalities have been said (Werfhorst and Salvet@&2) to have important consequences
that erode social cohesion and decrease solidamiyng groups in society, with many other
negative effects. It has been stated (Stiglitz,420Krueger, 2012) that high level of
inequalities leads to a weaker economy and moré¢abilgy. This weak economic
performance has, in turn, contributed to the ineeeia inequality. It is claimed (Acemoglu
and Robinson, 2000) that inequality is a barrierséeial development and well-being of
individuals; and rising inequality increases soaialest and induces democratization. All
these impacts denote that income inequality isixddmental issue of social justice and peace.

Income inequality has been studied and analysed ¥iarious perspectives, such as by
regions, cities, gender, size of the household¢caihn level, occupations, jobs, employment
status, functional income, etc. Another way of gtnd income inequality which | have done
in this paper is to colligate and harmonize differexcome categories, with the effort of
displaying the highest income receivers.

The aim of this paper is to demonstrate incomeunbty in Turkey by highlighting
the interrelation among the top income receivemnfrvarious income categories and
underlining that top income receivers contributenttome inequality in Turkey the most.

The paper proceeds as, firstly with an introductmeyt which a summary of literature
about the reasons and consequences of income litgdnzeve been presented. Following it, a
conceptual part where income categories in Turkayehbeen explained and described;
thirdly an analysis of various income categories haen made by using a relative income
index; and finally a conclusion takes place inlds part.

2. CONCEPTUAL FRAMEWORK

Some occupations yield higher incomes, whereas sogttelower incomes according
to the skills and merits required by the occupaideveral works have described (Corley et
al, 2005; Gallie, 1996) that there has been a grgwiemand for high-skilled labor. On the
other hand, it has been put forward (Segal andvaull 1995) that there is a growing group of
people with limited skill requirements, having opations at the lower level of income, often
associated with low pay and poor working conditiolishas been added (Shatnawi et al,
2014; Maeda and Ishida, 2013) that occupationga@mntitles act as a continuuof wages. It
is highlighted (Pertold-Gebicka, 2014) that thexenicreasing evidence about polarization in
labor markets with employment and wage growth aoogrin low and high skilled
occupations. Some researchers claim (Wang and @Béd; Levin-Waldman, 2014) that this
ongoing dichotomization and polarization of emple@yrmlead to differences in wages and
constitute the most important reason for incomeuiadity in most countries.

It has further been stated (Stiglitz, 2015: 42%) thuch of the increase in inequality is
associated with the growth in rents-including lamdl exploitation rents. Stiglitz (2015: 432)
adds that much of the increase in wealth has tittldo with savings in the usual sense; rather
it is the result of capital gains especially thergased value of land and an increase in the
capitalized value of other rents.

In this context, | have tried to highlight incomeequality in Turkey by putting
forward the top income receivers from various ineonategories, which are income by
occupations, income by employment status, and iedoyfactors (functional income). These
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categories clearly show the gap within the factotdimgs, status and skills of income
receivers.

The first category, income by occupations, showsnme distribution by occupations
which people occupy, such as managers, professionakociate profesionals, clerks, etc.
This category is focused on skills that people hatdl the relevant incomes that they receive.
Occupations have been categorized by the ILO acuprtb the international occupation
standards, namely ISCO (International Standard s@ieation of Occupations). In Turkey,
the highest income yielding occupations includeethexecutives, senior officials and
legislators, administrative and commercial managpreduction and specialized services
managers, and hospitality, retail and other sesvibanagers. The lowest income yielding
occupations encompass elementary occupations suwatheat sellers, porters, vendors, etc.

The second category, income by employment statsplags income distribution by
either being an employer, or an employee (regulatagual), or self-employed. Employers
are those people who own firms and employ otheplegeto work for them. Self-employed
people are those people who have their own firmthénform of shops or small workshops,
and who use their own labour by working in theisinesses. Regular employees are those
people who work on a regular basis. Casual emptogee those people who do not work
regularly. Employment status might generate higitdower incomes according to the status
of the individuals. In this second category, emplsyreceive the highest incomes, whereas
casual employees receive the lowest incomes.

The third category, income by factors (functionatame), specify the incomes
generated by factors, such as labour, land andatapiages, salaries, rents, profits, interests,
and transfer payments are the forms of incomesisncategory.

In this paper, | tried to colligate the top incomeeeivers from the three categories
with the aim of highlighting income inequality iruilkey. In order to colligate and normalize
the top income receivers from three different ineorategories, | have constituted a relative
income index which is the ratio of the top inconfresn each income category to the average
income.

The reason for normalizing those different incomategories relies on two
assumptions. Firstly, | presume that the highesinme receivers in all three categories are the
same persons. In other words, a person named MrmpleAis the highest income receiver as a
manager from the category of occupational incorhe;is the highest income receiver as an
employer from the category of income by employnsatus; and she is the highest income
receiver as an entrepreneur/renter from the cagegbfunctional income. Therefore Mrs.
Ample can both be a manager, and an employer, thasvan entrepreneur.

The data used in this paper are from TurkStat (brstatistics Institute), Income and
Living Conditions and Consumer Expenditure Survexsept the functional income (income
by factors) data. This category of income has hmdculated by a group of researchers and
academicians (Selim et al, 2014) by using raw ffata the Houshold Expenditure Surveys
of TurkStat. Alldata cover the period from 2006 to 2014, exceptHerfunctional income
category which covers the 2002-2011.

3. ANALYSISOF THE INCOME CATEGORIES

It might be useful to start this section with aebroutlook of the Turkish economy.
The economic situation of Turkey has shown differeands before and after the global
crisis, 2008. The years between 2002 and 2007 beer identifiedSelim et al, 2014) as a
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period of macroeconomic stability, potential growdind structural reforms. GDP tripled and
became 646b $ in 2007. The average income, whish 8/@5k TL in 2006 became 10.01k in
2007 and thus increased in real terms.

During the crisis period, 2008-2010, Turkey expecegd a fluctuating position.
Turkey felt the adverse effects of the crisis mainl 2009, but not in 2007 or 2008. GDP
increased by 13% in 2008, then fell down with &@-dontraction. And then in 2010 came
back to the 2008-level (731.5b $). On the otherdhawerage real incomes almost stagnated
in 2008. However, a weird phenomenon occurred B020the growth rate decreased but the
average income increased.

In 2010 and 2011, Turkey experienced very high ¢gnovates, 9.2% and 8.8%
consecutively, but in real terms GDP of 2010 wathat2008-level. In 2011, Turkey’'s GDP
increased by 6% (774.7b $). And also the averagenies increased and became 12.6k TL
(2010) and to 14.2k TL (2011).

During 2012-2015, the growth rates were 2.1%, 4.2%%, and 4% consecutively.
Contrary to the slow growth, average incomes iregdand became 15.2k TL in 2012, 17.3k
TL in 2013, and 19.1k TL in 2014. On the other hahe increase in GDP during the 2012-
2015 period could not create enough jobs. Unempéoynbecame 9.9 in 2014 which was
very close to the 2008-level.

3.1. Income by Occupations

In this part, he average annual income by occupations at mas ol be analyzed
for an eight-year period from 2006 to 2013. Theupational data of Turkey conform with
the ILO standards, namely ISCO whidlassifies jobs. A job is defined (ILO) as a setasks
and duties performed, or meant to be performedyigyperson, including for an employer or
in self employment. An occupation is defined agtao$ jobs whose main tasks and duties are
characterised by a high degree of similarity. Asparmay be associated with an occupation
through the main job currently held, a second jol @b previously held. Jobs are classified
by occupation with respect to the types of workiqgrened, or to be performed.

In Turkey, TurkStat used ISCO-88 until 2011, aratted to use ISCO-08 in 2012 and
afterwards (1). There is no important differenceMeen ISCO-88 and ISCO-08. Only some
amendments have been made in the subcategoriescopaiions due to the changes in
occupations by time. For example the heading offitisé group in ISCO-88 is ‘legislators,
senior officials, and managers’; while the headofgthe first group in ISCO-08 is just
‘managers’ that include the senior officials, légfiesrs and all managers under its
subcategories.

Incomes by occupations in Turkey in descendingroage ‘managers, legislators, and
senior officials’, ‘professionals’, ‘technicians gmassociate professionals’, clerks, ‘plant and
machine operators and assemblers’, ‘service warlksigp and market sales workers’, ‘craft
and related trade workers’, ‘skilled agriculturahdafishery workers’, and ‘elementary
occupations’.

The highest income receiving group is ‘managergislators, and senior officials’.
Income of managers increased rapidly during thereeice period albeit some fluctuations
during 2008-2010 due to the crisis. It was 20.6kiTR007 and became 42.9k TL in 2014.

The second highest income receiving group is psitdesls. Incomes of the two
highest groups were very close to each other i04@2.9k TL and 22.4k TL respectively)
but in 2014 the gap between those two highest ircgnoups (32.7k TL and 42.9k TL
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respectively) widened in favour of the managersusTmanagers capture the highest income
in this category.

The income of managers displays three main trefdstly, there has never been a
decrease in the incomes of managers in monetansialthough there was a contraction in
the growthrates of this group in 2008 ar2D09 due to the economic crisis. Secondly,
managers recovered from the crisis after 2010.dl\hithe growth rate of managers increased
very rapidly in 2011 and 2012. In monetary terrhg, income of the managers was 17.5k TL
in 2006 and became 42.9k TL in 2014. This meannharease more than double during the
reference period.

Figure 1. Relative Income Index by Occupations
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Source: Author’s calculation.

The relative income index by occupationsg@fé 1) shows the increase in the
incomes of the managers. During 2006-2008, thexinges above the 2.50 threshhold. It was
2.74, 2.56, 2.54 consecutively. During 2009-20h#,ihdex was below the 2.50 threshhold. It
was 2.40, 2.36, 2.36 consecutivley. In 2012 iteased rapidly and became 2.99 and in 2013
it increased further and became 3.18. Then in 20fell down to 2.96 which is also close to
the 3.00 threshhold. It can be deduced that tredivel income index of the managers was
around 3.00 after 2012.

3.2. Income by Employment Status

Employment status might generate higheowel incomes according to the status of
the individual.This category encompasses four groups, (1) empy2y regular employees,
(3) casual employees, and (4) self-employadpByers receive the highest incomes, whereas
casual employees capture the lowest incomes.

During the whole reference period (2006-2018e incomes of the employers were
the highest. It started three times higher thana¥erage income with 20.4k TL in 2006.
However it showed slight increases in 2007, 2008 2009 (25.4k TL, 26.8k TL, and 27.2k
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TL respectively). It decreased by 3% in 2010 anchbee 26.5k TLThen during the rest of
the period, 2011-2013, it increased by 26%, by @ft, by 11%In 2013, the average income
of employers was 39.6k TL, whereas the averagemecof the regular employee, who is the
second highest income receiver in this categorg, just 18.1k TL.

The gap between the employers and the regul@ployees is more than double. The
incomes that the regular employees received welseabose to total average income during
the whole period. Besides monetary ternhe growth rate of incomes of the employers is
much faster than the growth rate of the regularleyaes.

The incomes of the self-employed were mumhkel than the total average income.
The reason for this could be inadequate anfilse replies to the questions in the surveys.
This group encompasses people trying to evade faaest and therefore they might insist on
showing their incomes lower.

Figure 2. Relative Income Index by Employment Status
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The relative income index of the employeusirty 2006-2013 is equal or above the
3.00 threshhold mostly, except 2009 and 2010. & a@ove 3.19, 3.16, and 3.21 during 2006-
2008. It fell down to 2.90, which is still close tiwe 3.00 threshhold, in 2009, and further to
2.72in 2010. Then it recovered very quickly anddme 3.11 in 2011 and 3.01 in 2012. It fell
down 0.02 points below and became 2.99 in 2018atft be said that the relative income
index of the employers was around 3.00 during rab#te reference period.

3.3. Income by Factors (Functional | ncome)

Functional income is the distribution of amee between labour incomes, such as
wages and salaries, and non-labour incomes, sughoéits, interests, rents, and transfers.
Functional incomes are composed of labour incoraegpreneurial incomes, agricultural
entrepreneurial incomes, interest incomes, pensiand transfer income#n individual
might benefit from transfer income in addition e fabour income s/he receives. In that case,
the highest income is recorded as the main incope t

When we break down the functional incomeTurkey, the percentages of the
components of the total functional income is adofes: wages and salaries 40.8%,
entrepreneurial income 24.2%, social transfers%7y @operty income 6.1%, casual income
3.7%, rental income 3.1%, interhousehold trans2e3%6, and other incomes 1.5%.
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The highest income yielding group in thediional income category is the interest
income recievers. Interest income is a particype tof income. In the survey, a low number
of households fell into this category. Interestoime receivers obtain other types of earnings
besides interest. The weight of interest incometoial income is more than the rest of the
other types of income.

Figure 3. Relative Income Index by Factors
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During the reference period, interest incerhave shown a fluctuating pattern. The
growth rates of interest income during 2002-2008 wl8.4 but it went up to 45.6 during the
2007-2011 period (Selim et al, 2014: 81). It wak4TL in 2002, reduced to less than half in
2003, then doubled in 2004, then again reducededfifth in 2005 and increased seven times
2006 and then halved in 2007. It doubled in 2068ntagain doubled in 2009 (43.7k TL)
even when the Turkish economy slowed down that. yearcreased to 47.8k TL in 2010 and
then increased very rapidly and became 66.9k T20ihl.

The second highest income, entrepreneunebme, started by 6.6k TL in 2002,
doubled in 2006 (12.6k TL), increased slightly 0Z (13.8k TL), went up to 16.5k TL in
2008, became 18.1k TL in 2009, and increased $figbt19.1k TL in 2010 and ended with
22.8k TL in 2011.

Entrepreneurial income is much lower tham ttanagers. The reason for this might
be the high number of small or medium-sized firmgigans) which evade from There is a
smooth increase in this income type during theqaeoif 2002-2011.

Both entrepreneurial incomes and interesbnmes might yield high or moderate
earnings. The entrepreneurs are a heterogenoup gratiencompasses both the large scale
producers and the small scale producers, namelgrttsans. The same pattern is seen in the
interest income group. This group also encompasghsand moderate interest receivers.

Pensions and labour incomes stayed almasts#éime during the reference period.
However, pensions have become lower than labowmes after 2008. Transfer incomes
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were at the same level with the labour incomesicaljural entrepreneurial incomes, and
pensions until 2004. After that year transfer inesrtagged behind them.

The relative income index of entrepreneuriabme between 2006 and 20011 is 1.97,
1.71, 1.97, 1.93, 1.96, 2.12 consecutively. Thagards are much lower than the managers
from the occupations category and the employers fte status category.

The relative income index of the interestoime between 2006-2011 is much more
higher than the indexes of the other income categolt was 3.51, then went down to 1.34,
then became 2.89, then doubled and became 4.6bintreased to 4.92, and went up rapidly
to 6.22.

3.3.1. Distribution of functional income by the highest quintile (20% income
group)

In this part, | will try to highlighhe distribution of functional income (income by
factors) by the highest 20% income group. The lBgheome earners, namely 20% income
group, capture the most of the rental incomes, wioi$te property incomes, more than half of
the entrepreneurial incomes, and half of the wages.

The highest quintile gets the following tgpef functional incomes in percentages
during the reference period 2006-2013: (1) abod6 1 total rental income, (2) 60-66% of
total property income, (3) 54-57% of total entrey@erial income, (4) 51-53% of total wages
and salaries, (5) 42-46% of total pensions andigony’ benefits, (6) 40-45% of total social
transfers, (7) 32-41% of total inter-household s$fars, (8) 18-27% of total ‘other social
transfers’, (9) 44-9% of total ‘other incomes’-andecreasing way), and (10) 8-11% of total
casual incomes. It is easily seen that the highesttile has a high level of rental and
property incomes.

When one takes a closer look at the funatiamcomes of the highest quintile, the
following characteristics can be noticed. Rentalomes of the highest income group was
72.2% in 20086. It fell to 69.2% and then quicklgaeered in 2009 and became 72.9%. Rental
incomes kept their position at 70-71% for the m@sthe period. This implies that property
income receivers did not get affected by the 208G8sc

Property incomes were 63.1% in 2006 buttted6.6% prior to the economic crisis, in
2007. Then it increased up to 63.5% in 2008. Iteased to 66.5% in 2012 but then fell to
60.9% in 2013. This shows that property incomeivece were not also affected by the 2008
economic crisis.

Entrepreneurial incomes of the highest geistarted with 58.9% in 2006, went down
to 55.6% due to the economic crisis in 2008, alnstayed the same (55.9%) in 2009; and
then went down to 52.6% in 2010; and increasdttle &nd became 54-55% for the rest of
the period. Wages and salaries display a steadylepreith 52-53 percentages during the
whole period.

Pensions and survivors’ benefits and sdcaaisfers have shown a similar trend. The
percentage of pensions is between 41 and 46; asoadl transfers is between 4land 45.
Inter-household transfers were high in 2007 wittB24d but fell down to 33.9% in 2008 due
to the crisis. This category of income continuecha@dt the same (35%) for the rest of the
period. ‘Other incomes’ were quite high (43-44%)2006-2008 but then a sharp decrease
happened right after the economic crisis of 2068009, it fell to 13.1 % and kept on this
low trend during the rest of the period. In 201®&as 9.1%. ‘Other incomes’ can be said to be
affected by the 2008 economic crisis the most. éDtbocial transfers’ displayed almost a
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steady trend until 2009 with about 20%, then in®@@Zell down a few points, and recovered
in 2011 and became 25.6%. In 2013, it reached %. Hnally, ‘casual incomes’ showed a
steady position at 7.1-7.6% during the whole refeeeperiod.

The data show that the highest quirtid@stitutes half of the total income in Turkey
and it contributes to income inequality the mostr(®r and Baran, 2015).

4. ASSESSMENT OF RELATIVE INCOME INDEXES

In this part, |1 will compare the relaivndexes from three different categories of
incomes- by occupations, by employment status,bgnidctors, with the aim of highlighting
income inequality in Turkey.

The first highest relative index belongsthe interest income receivers from the
category of income by factors (functional incom#)e relative index figures of this group are
3.51, 1.34, 2.89, 4.65, 4.92, and 6.22 respectibetyveen 2006-2011 (Figure 1). Interest
income index was the lowest one year before anthgltine 2008 crisis but then it recovered
very quickly and increased very rapidly. Exceptsthgpecified two years, it has always been
the highest of all the other income indexes.

The second highest relative index belongsht employers from the category of
income by employment status. The relative indexrég of this group are 3.19, 3.16, 3.21,
2.90, 2.72, 3.11, 3,01, and 2.99 respectively betv@006-2013 (Figure 2). The highest figure
was in 2008 and the lowest was in 2010. This gdidmot seem to be affected much by the
economic crisis in 2008. Except 2009 and 2010 ¢hagtive index of this group was equal to
3.00 or above. However, after 2011, this group @¢owt catch the previous levels of the
2006-2008.

The third highest relative index belsrig the managers from the category of income
by occupations. The relative index figures of tisup are 2.74, 2.56, 2.54, 2.40, 2.36, 2.99,
3.18, and 2.96 respectively between 2006-2013 (Ei§). The relative income index of this
group was almost the same during the referencedeuniith the lowest figures in 2009, 2010
and 2011. In 2012 the index of this group passed But then fell to 2.96.

The relative income index of the entrepresdrom the category of functional income
is the fourth index in the descending order. UR@iL1, it has remained below 2.00. It is 1.97
in 2006, 1.71 in 2007, 1.97 in 2008, 1.93 in 20D96 in 2010, and 2.12 in 2011 (Figure 3).
Entrepreneurs do not seem affected by the 2008s.crithe relative income index of
entrepreneurs has even increased by 0.26 poi2608. The lowest figure is in 2007, one
year before the global crisis, and the highestrégs in 2011.

It is expected that the income of employexsuld be higher than the income of
managers but the numbers show that the income o&geas is higher than the employers.
There can be various reasons for this position. |Byeps, especially small scale employers,
can be hesitant in responding the questions oktineeys correctly, in order to evade from
undue taxing. Another reason can be the high iser@athe wages and salaries of high level
managers, senior officials and legislators, andstatéesmen which augment the income of
managersThe issue of ‘working rich’ has been put forth (8a2013; Atkinson et al, 2011)
and has been stated that the two groups now appearhabitate the top end of the income
distribution.
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Figure4. Comparison of Relative Income Indexes
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5. CONCLUDING REMARKS

In this paper it has been put forward tHa highest income receivers, namely
employers, managers, entrepreneurs, and interestmim receivers from various income
categories through profits, interests, rents, aages contribute to income inequality the most
in Turkey. It has been addede that the highesnirececeivers might be the same people who
belong to the above referred categories of income.

The phenomenon of income inequality besn analysed by using a relative income
index for each income category. Each relative ineontdex from every three category has
been compared in order to see which income groppuces the highest income. It has been
found that interest income receivers contributeanmome inequality in Turkey the most,
while employers, managers, and entrepreneurs teke part following the interest income
receivers.

This ongoing income inequality perpetuatgdtiie highest income receivers might
hamper an inclusive economic growth and might gagddmage social peace. It is often
accentuated that the market has not been successfat in the fair distribution of incomes.
In order to reduce income inequality, some policéesl regulations are needed. In this
respect, efforts for the improvement of income uradiy through public policies are required.
Fiscal policy, monetary policy, growth policy anther policies such as social policy can be
put into effect to eliminate high income inequality

Among the public policies, monetary policydaid (Stiglitz, 2015(a):4) to be more
effective in reducing output than expanding prootuctLower interest rates are intended to
induce more investment, but they can change ttaivel cost of capital and labour. Low
interest rates might create a jobless recovery lwhas all the adverse effects on inequality.
However, in Turkey, this impact might be reversewker interest rates might create an
inclusive growth, creating more jobs. On the othand, lower interest rates might restrain
foreign investment.
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It could be far better if income inequalisycoped with fiscal policy in Turkey. For
example, more and more progressive taxing polisgeeially for the lowest and the highest
income groups is an urgent necessity in Turkeyc@ipally, taxing on the minimum wage
has to be abolished. This would substantially redimcome inequality in Turkey. Another
tool for public policy is the social transfer paym® which might be used to reduce income
inequality. This policy has less effect on the @hation of income inequality and usually has
been attacked on for having high costs. Nonethekrssartly designed schemes for social
transfer payments might reduce that cost. Stigi#@15) has rightly stated that a better
performing economy, with higher growth and moreay, can be achieved if monetary and
financial regulation be conducted with an eye withpact of policies on distribution.

The last but not the least policy is the esusion of the functioning of a more
comprehensive and regulated labour market whicHdcopen the way to reduce income
inequality through more, and secured and decerst fbat might provide opportunities for
better incomes for many people.

Endnote
1) The occupations numbered by ILO according to thanmgeoups are:

1. Managers (ISCO-08)/ Legislators, senior officiasd managers (ISCO-88) (eg: senior judges,

prime minister, parliament and assembly represieetat senior managers, CEOs, and chief

executives)

Professionals (eg., engineers, doctors, dentedshtng professionals, directors)

Technicians and associate professionals

Clerks

Plant and machine operators and assemblers (stgtioplant and machine operators;

assemblers; drivers and mobile plant operators)

Service workers, shop and market sales workers

Craft and related trade workers (building and eslatrades workers; metal, machinery and

related trades workers; handicraft and printing keos; electrical and electronic trades

workers, food processing, wood working, garment @ther craft and related trades workers)

8. Skilled agricultural and fishery workers

9. Elementary occupations (cleaners and helpers; @gnial, forestry and fishery labourers;
labourers in mining, construction, manufacturingl dransport; food preparation assistants;
street and related sales and service workers;aefoskers and other elementary workers)

aorwN

No

0. Armed forces occupations (ISCO-08) demoted by zero. (commissioned armed forces
officers; non-commissioned armed forces officersjed forces occupations, other ranks)

112



<)
J Journal of Life

Economics

REFERENCES

ACEMOGLU, D. and Robinson, J.A. (2000) Why did tkiéest Extend the Franchise?
Democracy, inequality, and growth in historicalgmctive.The Quarterly Journal of

Economic415: 1167-1199.

ALBERTINI, M (2013) The relation between social g$aand economic inequality: A
strengthening or weakening nexus? Evidence frontastethree decades of inequality
in Italy. Research in Social Stratification and Mobility, 23-39.

ALVAREDO, F et al (2013) The Top 1 Percent in Imt&iional and Historical Perspective,
Journal of Economic Perspectivey(3): 3-20.

ATKINSON, A, Piketty T and Saez E (2011) Top Incame the Long Run of History,
Journal of Economic Literature}9: 3-71.

CASEY, C and Alach P (2004) Just a Temp?: Womennpgary Employment and
Lifestyle, Work Employment and Sociely§:459-464.

CARD, D and DiNardo J (2002) Technological Changd Rising Wage Inequality: Some
Problems and Puzzle¥yurnal of Labor Economi¢20(4): 734-735.

CORLEY, M, Perardel, Y and Popova, K (2005) Wagsguality by gender and occupation:
A cross-country analysik.O Employment Strategy Pape0: 1-26.

DABLA-NORRIS, E (2015) Causes and Consequencesnobrhe Inequality: A Global
Perspective IMF SDN/15/1321.

FREDERIKSEN, A and Poulsen O (2010) Increasing mmeolnequality: Productivity,
Bargaining and Skill-UpgradindiZA Discussion Papers 47915-17.

FREEMAN, Richard B (2010) It's financializatiomhternational Labour Reviewi49(2):
163-183.

GALLIE, D (1996) New Technology and the Class Stuue: The Blue-Collar/White-Collar
Divide RevisitedThe British Journal of Sociolog$/(3): 449-454.

GRAY, B. and Kish-Gephart, J.J. (2013). EncountgrBocial Class Differences at Work:
How “Class Work” Perpetuates Inequaliicademy of Management Revje38(4)
670- 699.

HUTH EJ, King K and Lock S (1988) Uniform requirent® for manuscripts submitted to
biomedical journalsBritish Medical Journak96(4): 401—-405.

ILO (2015) ISCO. Avaialable at:
http://www.ilo.org/public/english/bureau/stat/isdots/resol08.pdf (accessed October
2015).

IMF, Economic Outlook database

KRUEGER, AB (2012) The Rise and Consequences ajualgy in the US. Speech at the
Center for American Progress, Chairman, CouncE@inomic Advisers Washington
DC.
http://www.whitehouse.gov/sites/default/files/kreegcap_speech_final_remarks.pdf

(accessed October 2015).

113



<)
J Journal of Life

Economics

LEVIN-WALDMAN, OM (2014) The Changing Contours ofohg-Term Unemployment:
The Need for a More Radical Policlgurnal of Economic Issue$7(3): 849-870.

LI, H, Wang, D and Chen, X (2004) Job match andme distributionsPhysica A341:
569-574.

MAEDA, Y and Ishida, A (2013) Income ComparisonaaBetermining Mechanism of Class
Identification: A Quantitative and Simulation Studlysing Japanese Survey Data,
International Journal of Japanese Sociolog,

MOSQUEIRA, VB and Fahimi Y (2014) Economic Ineqtplior Social Justice for
Everybody? Available at: www.progressive-alliamu®. (accessed January 2016).

PERTOLD-GEBICKA, B (2014) Job Market PolarizationdaEmployment Protection in
Europe Acta Vsfs2(8): 132.

RAMBOTTI, S (2015)Recalibrating the spirit level: An analysis of iheeraction of income

inequality and poverty and its effect onltie&Social Science & Medicind,39: 123-
131.

SAEZ, E (2013) Striking it Richer: The Evolution @bp Incomes in the United States.
University of California, Berkeley, Discussion Nofevailable at:

http://eml.berkeley.edu/~saez/saez- UStapmes-2012.pdf (accessed October 2015).

SAEZ, E et al (2014) Is the United States Still andl of Opportunity? Recent Trends in
Intergenerational MobilityAmerican Economic ReviedQ4: 141-147.

SEGAL, LM and Sullivan, DG (1995) The Temporary babForce, Economic
Perspectived9(2): 2-10.

SELIM, R, Guncavdi, Oand Bayar, A (2014) Turkiye’de Bireysel Gelir Béimi
Esitsizlikleri: Fonksiyonel Gelir Kaynaklari ve Bdlgel Eitsizlikler (Personal Income

Inequalities in Turkey: Functional IncomeuBmes and Regional Inequalitie$yrkish
Business Association Report No. TAI$T/2014-06/55418-104.
SHATNAWI, D, Oaxaca, R and Ransom, M (2014) Mown' up: Hierarchical occupational
segmentation and gender wage gapstnal of Economic Inequalitg2: 315-338.
STIGLITZ, JE(2012) Macroeconomic Fluctuations, Inality, and Human Development,
Journal of Human Development and CapabilitiE3; 31-58.

STIGLITZ, JE (2014) Reforming Taxation to Promoteowth and Equity, Roosevelt
Institute, white paper. Available at: http://rooskinstitute.org/ (accessed November

2015).

STIGLITZ, JE (2015(a)) FED Policy, Inequality, & E&ajity of Opportunity, Roosevelt
Institute, report. Available at: http://roosevetfiitute.org/ (accessed January 2016).

STIGLITZ, JE (2015) The Origins of Inequality, aRwlicies to Contain It, National Tax
Journal, 68: 425-448.

114



J 7]0urnal of Life

Economics

SUMER, B and Baran, T (2015) Income Inequality: #udy of the Top Income Groups in
Turkey, Journal of Entrepreneurship and Developméii(1): 97-118.

TUIK, Turkish Statistics Institute (2015) Incomedalnving Conditions Survey; Household
Budget Survey. Available at: www.tuik.goWaiccessed October 2015)
VAN DE WERFHORST, HG and Salverda, W (2012) Conseges of Economic Inequality:

Introduction to a special issuResearch in Social Stratification and Mobilit§0:
377-387.

115



i)
JL Journal of Life

Economics

116



