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ABSTRACT

The structural situation of the 21st century in therld system is expressed as "globalization". This
situation has a wide range of influence from sedeninistration to politics, from economic operation
to social development. When any element on thedveodle is studied scientifically, the effects and
consequences of the phenomenon of globalizatiort bmugaken into account. The International
Political Economy (UPI), which has recently emergkdm an important subdivision of the
international economic sciences into an almost freshelent field, is predominantly examining the
effects and consequences of the phenomenon oflighilum. Based on the examination of state
policies and the interaction of the global econort\l is the main axis of this work. Income
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inequality, one of the drawbacks of the global@atprocess, and poverty, which has become a
chronic problem, constitute one of the main issoie§PI. In this study, the effects of taxation on
poverty, which is one of the most important ofesfadlicies, have been studied in the context of UPI
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1. INTRODUCTION AND METHODOLOGY

Tax practices have an indispensable place in satwities. According to the
economic, social and political structure in plaibe activities of the states that make indirect
and direct interventions change with the necessitythe globalization of the capital
(Caskurlu, 2011: 208). This study tries to assdss telation between poverty and
governmental policies. But public expenditure aagutation based solutions will be lined off
and only tax based suggestions will be discusssetldtld not be forgotten that taxes have
very important effects on increasing and / or reéagipoverty (Demir, 2013: 105).

In this paper it is tried to find out some answerghese important questions:

-How is the tax structure across OECD countries? (Bes the level of tax burden
increase?)

-Do tax systems have some features that relief powgror to the contrary? (Should
taxes particularly be used for poverty reduction, vealth, employment etc? Which
government activities are mainly financed by increaed tax burden? What should
be the optimal tax system for poverty reduction?)

In this paper, using a modified version of V. Tam£l1980)Diagnostic Tests for Tax
Systemswill help us understanding “optimal tax structuaedl using the P. Bessard’s (2009)
Tax Oppression Indexwill also make possible to calculate “tax burden”.

Box 1.Diagnostic Tests for Tax Systems (V. Tanzi)

Cost of
Collection
Concentration Index Enforceme
Index nt Index

Obijectivity

Dispersion index

Index

Specificity
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Erosion

Index .
2is Collection

Lag Index

Source(Tanzi, 1980: 24 — 29).
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In order to test the sensitivity of tax system twvgrty; Concentration, Dispersion,
Erosion and Specificity indexes will be used irstsiudy (Tanzi, 1980: 24 — 29).

Box 2. Tax Oppression Index Calculation (P. Bessa)d

Public Financial
Governancs Privacy

Tax
Oppression
Index (P.
Bessard)

Source(Bessard, 2009: 15).

In approaching effects of tax burden on the retati@tween labour and poverty,
P.Bessrad’s Tax Oppression Index will be taken attoount. This index especially will be
discussed within the framework of “unattractiveriemsd “poverty sensitivity of taxes” in
terms of poverty (Bessard, 2009: 15).

2.GLOBALIZATION AND INTERNATIONAL POLITICAL ECONOMY

International political economy is relatively a nanea of research. It examines the
dynamic interaction between state and market andv hbey shape each other
(OnisandKutlay, 2014: 1). Interaction between a statd anmarket can be described
somehow. While governments are trying to make uséh® prosperity produced by the
market for the power they are trying to achievegited owners are trying to use regulatory
authority of states to further its wealth (®aind Kutlay, 2014: 2). Analytical application is
proceeded via the combination of international aational relation and economicSef,
1998: 405).

The main features of the international politicabmeemy can be listed as follows (Al,
2015:147):
-Economic and political system work together.

-The development process is accelerated by glciadiz
- It has an inherent structure.

Since the 1970s, it has been understood that fugptnes of international economics
and international politics are intertwined, and pinecess of economic integration has become
a common problem of politics and economics withia framework of the attempt to keep
political control and become more and more commdah globalization (Ate and G6kmen,
2013). However, until the researches of "intermalgolitical economy" field are performed,
researchers those who deal with economics negleébe@valuate the interests of the state
and also experts those who working in the polieydfiomitted the state and market relations
(Ates and GOkmen, 2013: 51).
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3.LITERATURE REVIEW ABOUT RELATIONS BETWEEN POVERTY AND
TAXATION

There are many researches and studies subjectumtusés of taxation in countries.
Also, many of them investigate the effects of teotaion economic structure. But very few
studies addressed the effects of taxation on pavert

In Ozerkmen (2004) it is stated that unfair grointithe globalization process has led
to impoverishment, and that unemployment in devap@and underdeveloped countries has
further increased (Ozerkmen, 2004: 146). Hatipl2017) also pointed out that the
globalization process created an imbalance in tis#rilsltion of income, resulting in
increasing poverty (Hatipler, 2017: 86). It is pbksto say that due to income inequality and
income injustice, poverty also exacerbated. In Alyyi(2017), it is stated that taxes can be
one of the main reasons of income inequality (Adw, 2017: 137).

Balseven states that even in the welfare statemesgithe abolition of income
inequality through taxation is at a limited levedclhwuse it is indicated that the increasing
proportion of income taxation affects low incomes general (Balseven, 2017: 101). In
Ocampo and Carmona (2015), it is stated that tistieg global tax system has very serious
negative effects on the poor (Ocampo and Carmdiih)2

4. TAX STRUCTURE AND TREND IN BURDEN LEVEL ACROSS OECD
COUNTRIES

4.1. Tax Concentration — Tax BurdenRelationship andeffects

The conditions, forms and characteristics of taxatare determined by law. The
concept which expresses the relative share andriemme of taxes within the total tax
revenues or national income is called tax struc{i@kmaz, 1982: 21). In this study, tax
burden on labour income is tried to evaluate bgstising concentration and tax attractiveness
indexes then by focusing on the informal economigraction. The concentration index
indicates, getting highest revenue with least nurobéaxes. In this analysis concentration on
labour incomes will be discussed asiegative affected concentration inddworeover, in
Bessard (2009), an increase in total tax burdenredses the tax attractiveness (Bessard,
2009: 15). An increase in tax burden on labourmmeavill be dealt as tax unattractiveness in
terms of labour income.
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Graph 1. OECD Countries Tax Structure (Different Kind of Taxes Share of Total %)
2005 — 2015 (Average)
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statistics/comparative-tables_data-00262-en, 08009)

Note: IPC: Income - Profit — Capital, PW: Payroll - Wagés: Good — Services, P: Property, SSC:
Social Security Contribution

Graph (1) shows the OECD countries’ tax structureproportion to total taxes
between the years 2005 and 2015. By comparingate of Payroll taxes and SSC (labour
taxes) in total tax revenues among different coestwe can see that: Czech Republic,
Slovakia, Austria, France and Slovenia have highegportion (ratio). Other countries with
high ratios are: Estonia, Germany, Japan, Nethdskmd Spain. Greece, Italy and Poland can
be thought of as a secondary group. Because pfofsortional character, SSC burden raises
the total burden of labour taxes.

While other determinants are fixed, wage tax regaia within tax structure affect
preferences to work (labor time) or not to workiglee time) and bring income and
substitution effects into existence. In Schneideak (2010), it is mentioned that in nearly all
studies about shadow economy, the tax and soaakise contribution burdens are among
the main causes (Schneider et al. 2010: 5). Lasisure choices may be affected by taxes,
SO it causes to stimulate labor supply in the sihha@osonomy and when the difference
between the total labour cost and the after — tariegs in the official economy is so high
then the incentive towards avoidance of this défifee comes to exist in the shadow economy
(Schneider et al. 2010: 5).Because it causes latsis to increase and changed working and
leisure preferences of employees in favor of l&@gime, tax burden on labor and the high
share of social security contributions are congiddo be one of the most important reasons
for the formation and expansion of the informalreamy (Kizilot and Comakli, 2004: 123).
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Graph 2. Fiscal Freedom & Shadow Economy Correlatin (2007 - 2015 Growth rate)
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Graph (2)shows the relation between fiscal freedwsex — which shows the effects
of total tax burden and public expenditures on eaun decisions — and shadow economy
index which is asub classification of Heritage Faation Economic Freedom Index. A
negative correlation is expected.We can see thanks France, Germany, Hungary, Ireland,
Israel, Japan, Luxembourg, Netherlands, Polandiugal Slovenia, Sweden, Switzerland
and UK have the expected correlation.

It's mostly seen that tax - benefit schemes intthesystems are shaped by political
economic forces rather than by well - designedadaaims (Spadaro, 2008: 16). When the
past periods are examined, it appears that thé dlaggof wage tax has changed many times
but has never fallen. The answer to the fact thatratios of the wage rates are much easier
than the income rate is partly due to the fact thatescape from the mentioned wages is very
small compared to the others. The efficiency oheaallected unit of these taxes is also high.
Ineffective tax limits governments. In this respetis no coincidence that politicians in the
major European states are reliant on relativelgatife and broad-based taxes such as wage
and spending taxes (Mulligan, 2005: 95-96).

Graph (3) shows the effect of tax burden on fisesdom index. In countries where
this ratio is high above 50%, index is negativeffg@ted. This can be seen in counties like:
Portugal, Israel, Slovenia, Germany, Spain, UK]dfid, Netherlands, Italy, France, Austria,
Norway, Belgium, Sweden and Denmark. Especiallyntoes such as Estonia, Poland,
Slovenia, Sweden and UK have significant decreésesl of fiscal freedom index by reason
of their tax burden level.
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Graph 3.The Interaction of the Tax Burden and the kscal Health Index
(2013 — 2017 % change)
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Sanchez (2011) shows experimentally that consumpixes have an impact on
labour taxes (Sanchez, 2011: 19). The five countnibich heavily depend on consumption
taxes in their tax structure are: Mexico, Turkegtdaia and Portugal. The countries that also
show the negative relation between consumptionstaaed shadow economy in second
Graphare: Estonia (Labour taxes &consumption taXddahgary (only consumption taxes),

Ireland (only consumption taxes) Poland (Labouesa&consumption taxes), and Slovenia
(Labour taxes &consumption taxes)

4.2. Decomposition of Taxes - Tax Burden Relation

The concept of decomposition of taxes, which inisa valuation process by which
different kinds of taxes can be classified among whole system, makes it possible to
comparethe trends of tax burden among differeninceas in between different years.In
valuation and classification process of decompasitMartin et. al. (2016)’s “The Global
Competitiveness Index” will be used (Martin et. 2016: 41). Combining the Dispersion
Index and Oppression Index, different point of \sesan be achieved by analysis of sorting.
Country values that will be used in formula will peportional to GDP.

Sorting and valuation formula is below:

(CountryScoe, - SampleMinun)
* +

(SampleMaxnum- SampleMinmumn) (1)
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Graph 4.Total Tax Burden Value Changing From 2001d 2015
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statistics/comparative-tables_data-00262-en, 02009

Graph (4) shows the comparison of tax burdens leiwee years 2001 and 2015. In
both years Mexico has the highest tax burden. Ayee@ECD tax burden raised in years from
2001 to 2015. In this Graph it can be seen tha®iof this 35 countries bar value is under the
line value, meaning that tax burden has fallen r@gsed). Denmark had the lowest tax
burden in 2015.

Graph 5.Payroll and Salary Tax Burden Value Changiig From 2001 to 2015
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Source: (OECD  Revenue  Statistic, http://www.oecd-ilibrang/taxation/data/revenue-
statistics/comparative-tables_data-00262-en, 02009)

In the Graph (5),for payroll and wage taxes, inmMoag 15 countries — France,
Iceland, Poland and Switzerland — tax burden hadedsed between the years 2001 and
2015. Sweden became the least burdened countryD@i€rage decreased 4 points.
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Graph 6.Social Insurance Contributions Burden ValueChanging From 2001 to 2015
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For SSC’s, Graph(6), in 6 among 26 countries -air@) Japan, S. Korea, Netherlands,
Portugal and Turkey — burden of these contributibad decreased. In Netherlands this
decrease was nearly 60%.0OECD average has incr@dsed this 10-year period. For both
perceived as an important cost element in laboypl@ment and accepted as a determinant
of international investment competition, decreas&$5C burden is an important tax policy
tool.But few countries could have decreased theidéns. This means, SSC is still having a
social importance.Besides direct regulations, demeof SSC burden in Turkey can be
explained by unemployment (10,2% for 2017 May) anckegistered employment (34,2 % for
2017 May).

Graph 7.Income and Profit Tax Burden Value ChangingFrom 2001 to 2015
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statistics/comparative-tables_data-00262-en, 02009)
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Graph (7) shows the tax burden on income and pradfibout half of the 31 countries
tax burden had decreased.Countries with highesedse values are: Italy, Netherlands and
Luxemburg.Tax burden decrease can be explainedcaseaof a perception in which high
income groups are considered to have a saving ft8ut, as predominant ratio of public
revenues comes from taxation of these sourceg tasgburden decreases are not being seen.

Graph 8. Growth Rate of Individual Income Taxation & Gross National Savings
Correlation (2000-2015)
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The Graph (8) shows the relation between PIT (extmppayroll and salary taxes)
and changes in level of savings.An increase in giVEs rise to an expectation of a fall in
saving levels. But country comparisons have givepnecise results.Among the 31 countries,
12 of them have shown a negative correlation.

Graph 9. Growth Rate of Corporate Income Taxation &Gross National Savings
Correlation (2000-2015)
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The Graph (9) shows the relation between compaogme taxation (CIT) and total
savings. This relationship has been lower thaneaeld in practice for income tax. In 10 of
the 31 countries results are negative.

Graph 10.Goods and Services Tax Burden Value Chamyy From 2001 to 2015
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Graph (10) shows that there occurred a decreasensumption taxes burden in 13 of
the 35 countries. Estonia, Hungary and Turkey laeentost significant ones. But consumption
taxes have a highest proportion in these 3 cow®@maranet. al. (2010) which takes EU — 15
into account, indicates that, the fact of globdi@a does not have an incremental effect on
consumption taxes (Onaran et. al., 2010: 14 andA8# result of not taking into account of
tax payers personal situations (economic and/dagpthese taxes have a negative impact on
income distribution and poverty.In Itriago (2011)is mentioned that tax exemptions on
goods and services mainly used by the poorest nagase the level of regressivity of
indirect taxes, but still being implemented thaseentivesor exemptions for companies and
the richest people, raises suspicious about theess of these tax systems (Itriago, 2011: 44-
45).There is a similar remark in Gemmel and Mokri§2002). They indicate, when these
taxes are not put into practice, it will be effieidor the fight against poverty (Gemmel and
Morrisey, 2002: 64 and 66).
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Graph 11.Corporate Income Tax Burden Value Changing-rom 2001 to 2015

8,00 8,00
7,00 7,00
6,00 6,00
5,00 - - 5,00
4.00 - - 4,00
3,00 - - 3,00
2,00 - - 2,00
588 588
U g S c'x g o @ 22035 5 S g o8 8 g e cc o Ns'd
ESSgsEchcssEfgilzEsiggsits
S5 G0 EZeESEL 28388 ¢r 2385550
< 2 O o Wi L o O = E 9N = A NF =25
@ al © 25207 s 2
3224 5 5
mmm Corporate Income Tax Burden Value 20¥5==Corporate Income Tax Burden Value 2001
Source:(OECD Revenue Statistic, http://www.oecd-ilibrargiaxation/data/revenue-

statistics/comparative-tables_data-00262-en, 02009)

Graph (11) shows the distribution and change ip@@te profit taxation between the
years 2001 and 2015. Tax burden reductions carebe ® 9 of the 26 countries in this
period. OECD average has also decreased by 13f6dgd (2011), it is said that taxes levied
on business activity have been in decline espgciallspite of the recent global economic
crisis throughout the world (Itriago, 2011: 6). @ECD developing countries,applications of
exemptions and deductions lead to reduce the lassiag base effectively.Whenever there is
a crisis or when the underdeveloped or developmgntries need to adapt to the system,
regulatory reforms are on the agenda. In refornuleggns it is stated that tax revenue
increases will be provided by persons who are reduio pay tax (according to the ability to
pay criterion) and thereby reducing the inequalityhe reform, but there is no indication that
the burden on the low-income class has diminishettheé studies carried out. (Fjeldstad and
Moore, 2008: 244). In Tanzi (198@rosion indexgives high results for developing countries
and this indicates a negative situation in termgistice issues.

Graph 12.Property Tax Burden Value Changing From 201 to 2015
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Comparing the period between 2001 and 2015, Grd@h ¢hows a decrease in
property taxes in 13 countries.Bryset. al.(2011 doumardet. al. (2012) indicates that, with
consumption taxes, taxes on property have thedisssrting and growth oriented taxes but
which are less effective in income distributioruiss because of their flat rated structure (Brys
et al. 2011: 16; Joumard et al. 2012: 18).

Graph (13) shows the effects of tax burden on ol factors and total burden.
Countries which increase the value of index by meanan increase in labour income tax
burden are: Canada, Denmark, France, Icelandntielarael, S. Korea, Mexico, Poland and
Portugal. In remaining 25 countries’ total tax bemdcould have been affected by other
factors, most dominantly like as income and prtdies. It is stated that taxation is more
related to capital elements in welfare state stmuag, but with the “globalization” process
both the end of the welfare state approach andoffeming of international markets are
directed towards labor force elements (Kemmerl@2@)9: 75). Bird (2010) indicates that,
capital taxes are not preferred recently, becatisfficiency, competition, political coherence
and international investment competition considenst (Bird, 2010: 1-2). Naturally,
governments have to close this revenue gap witkraeways. Information on national and
international tax practices show that the tax baorole the profit is reduced, the income gap is
covered by wage taxation and therefore the problefndistribution continue. (Caskurlu,
2011: 210).

Graph 13.The Effects of Tax Burden on Production Fators and Total Burden
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From different point of view, it can be analyzeeé tax pressure on production factors.
In this study by using Oyan (1998)'s methodology &alculation of labour and capital
factors’ tax pressure. In this calculation it isedstwo different kinds of formula which
include shares of taxes and features of GDP. OEGtdes’ tax burdens will be calculated
in years between 2007 and 2015. Formulas are below.
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Factor of Labour
Tax Burden(2)

Payroll and Wage Tax + SSC/Total Tax Revenue
Compensation of Employees/GDP(income approach)

Factor of Capital
Tax Burden(3)

Income — Profits — Capital Taxes/Total Tax Revenue

Gross Operating Surplus and Gross Mixed Income/GDP(income approach)

According to this calculation, a tax pressure dmola factor can be seen in Austria

(83% - 73%), France (78% - 67%), Hungary (74% - R7%tovenia (78% - 59%), Mexico

(57% -

44%) and Turkey (39% -

lowest tax avoidance capacity is based on the gssamthat taxation of the workforce is

economically and politically more effective whenetleapital is highly flexible because

shifting the tax base to the capital is a veryiclifit undertaking for politicians (Kemmerling,

2009: 36).
Graph 14.The Calculation of the TaxPressure on LabarFactor (2011 — 2015)
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1,99
2,00
1,50 1,30
1,16
naof.9 A 0,89
1!00_ V, 0% ,O
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Austria|BelgiumDenmalrk France Hungary Iceland Ireland d&rMexico SlovenjaSweden Turkey

m2011 =m2012 =2013 m2014 =2015

Source:(Own calculation from the data in OECD, National 8got Series, Labor Statistics)

It is possible to examine tax burdens of producfactors in terms of different tax
ratios. Especially it has to be needed to exantiaedtios of different kind of taxes.
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Graph 15.VAT - Individual and Corporate Max Tax Rate (2017)

0,70
0,60
0,50
0,40
0,30
0,20
0,10
0,00

Israel IS —

ltaly [ —l—
Latvia [
Lithuania I
Spain e S
Sweden i ——

Switzerland K e—

Austria e T ——

Belgium e —
Canada K

Czech Rep. —
Denmark i s—
Estonia I
Finland e s—
France I
Germany IR Nl
Greece IR
Hungary iles
Ireland e ——
Mexico RN
Netherlands IR Be—
New Zealand
Norway [ —
Poland I ==
Portugal —" —
Slovakia I -
Slovenia I s—
Turkey S —
U.K. h
U.S.A. IS

Australia RN —

Luxemburg e e —

mmmm Corporate max mmmm [ndividual max VAT

Source: KPMG, Tax Tools and Resources, 2017,https://hopmgicom/xx/en/home/services/tax/tax-
tools-and-resources/tax-rates-online/individuabime-tax-rates-
table.htmjhttps://home.kpmg.com/xx/en/home/services/tax/tentstand resources/tax-rates-
online/corporate-tax-rates-table.hfmhttps://home.kpmg.com/xx/en/home/services/tax/tetstand-
resources/tax-rates-online/indirect-tax-rates-thial, (07.10.2017)

As can be seen in the Graph (15), in SwitzerlantkcG Republic, Slovakia and
Hungary, PIT rate is higher than CIT rate. In Egphithuania and USA, highest marginal
rates are equal. A highest disparity in incomertdgs is in Sweden.

Graph 16. Top Marginal Income Tax Rate - Top Statuay Corporate Tax Rate (2017)
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Source: KPMG, Tax Tools and Resources, 2017, https://hopmagicom/xx/en/home/services/tax/tax-
tools-and-resources/tax-rates-online/individuabime-tax-rates-
table.htmjhttps://home.kpmg.com/xx/en/home/services/tax/teptstand resources/tax-rates-
online/corporate-tax-rates-table.hfmhttps://home.kpmg.com/xx/en/home/services/tax/tetstand-
resources/tax-rates-online/indirect-tax-rates-thial, (07.10.2017)

Analysis of taxes in 2016, a trend of top margitead rates of company income is
shown in the Graph (16)has still continued underititome tax rates.
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5. THE SPECIFIC USE OF TAXATION FOR POVERTY REDUCTI ON

When income is taxed by governments by differete amd forms, income differences
become clearer.In designing tax systems, it isndisdefor governments to take, income
inequalities, absence of income, absence of wealthbasically poverty issues into account.

5.1.In the Context of International Politic Economy Determination of Poverty
and Relations with the Taxation

In Aktan and Vural (2002), poverty is expressedhasinability to reach sources and
production factors due to financial inadequacies] the absence of a minimum level of
income to survival (Aktan and Vural, 2002: 3). &mrhs of objective measurement of poverty
there are two determinations called poverty liné poverty gap. Poverty line is expressed an
income level (quoted from Erdem, (2006) Aksan, 202p which is below an income level
that does not allow people to obtain their basedseBut singly it may not be able to indicate
the exact distinction between a poor and pooreufJ2003: 156). So, associated with the
concept of poverty line, it is defined an additibo@ncept name poverty gap. The poverty gap
is the sum of the difference between the poverg nd the actual income levels of all
people living under this border (Uzun, 2003: 18@sides that,in an economy distribution of
income is represented by a Lorenz Curve and theederf income inequality is measured via
the Gini Coefficient (Agarwal, 2017).

The poverty line, poverty gap and Gini coefficieran be exploited to explain the
income inequalities and poverty between the coestri

Graph 17.Gini Coefficent for Some OECD Countries (214)
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Source:(OECD, Statistical Data, Income Inequalities, Gini  oe@icient,

https://data.oecd.org/inequality/income-inequadtityn, 05.09.2017)

Graph (17) shows high valued countries are Mexi€orkey and US for Gini
coefficient. Besides Gini calculation, below thésea graphic shows a relation between two
important indication names are poverty line andgotyvgap.
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Graph 18.Poverty Line and Poverty Gap for Some OECECountries (2014)
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Graph (18) shows the relation between povertydiné gap in some OECD countries.
So, the distance from the top of the bar graphiblire and the line graphic in red, indicates
the range between the poor and poorer for a gieentcy. The more distance between them,
the greater the number of poor people. Moving ftbmdata, the following results have been
achieved.The countries such as; Greece, Spain &#d have a high Gini coefficient also
both have high poverty gaps. Besides that, Italg Korea are high marked poverty gap
countries. Turkey is 3country for poverty gap ratio in the group of ae24 countries.

5.1.1. Family Taxation and Poverty Interaction

Especially when regulating PIT, economic and sootadditions are being taken into
account. In this respect, the fact of “family” has importance. Taxation especially income
taxation may affect after tax earnings of familymiers. Moreover,any economic decision
would be affected adversely by taxation in a fansgale. In those kinds of situations,
problems may vary between earnings, wealth, povemyployment etc. For example, in
Schwarz 2012 it is stated that female employmeraffiscted negatively by tax distortions
towards married families (Schwarz, 2012: 26).
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Graph 19. A Change in Net Income after Taxes 20042016
(in US dollars using PPP exchange rates)
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Source:(OECD Taxing Wage  Statistics, http://www.oecd-ilityrarg/taxation/data/taxing-
wages/comparative-tables_data-00265-en, 01.09.2017)

Note:Advanced Economies:Australia, Austria, Belgium, &da Cyprus, Czech Republic, Denmark,
Estonia, Finland, France, Germany, Greece, Honggk®#AR, Iceland, Ireland, Israel, Italy, Japan,
Korea, Luxembourg, Malta, Netherlands, New Zealdddrway, Portugal, San Marino, Singapore,
Slovak Republic, Slovenia, Spain, Sweden, Switeekl& aiwan Province of China, United Kingdom,
and United States.

Differences in net income after taxes US dollar PPRP are indicated in the Graph
(19).In this analysis it is made comparison betwaegearner and two earner married couple
(one at 100% of average earnings and the otheB &)BOECD average is approximately
30%. In other words, when a family’s income levatreases, tax income increases 3 to 1
proportion in comparison with the other group aftexamining the countries that are above
the average, it can be seen that in previous perjmalerty rates, poverty gap or both were
not taken into account when relation between incalifferences and poverty issues were
considered in taxation. These countries are NorwRgrtugal, Japan, Poland, France,
Switzerland, S. Korea, Hungary, Chile, UK and Mexi&specially in Mexico, S. Korea,
Norway and UK, which have the highest poverty gdpsation of low income groupshas
increased marginal tax burden.

5.1.2.Progressive Taxation and Poverty Interaction

Considering the relation between impoverishment andial justice in taxation,
progressive taxation must be taken into accounpragressive taxes, average rate increases
with the income level and marginal rate increasesenthan average rate. Progressivity
indicates an increase in tax burden, when incomeldechange. According to Edizgim and
Celikkaya (2010), progressivity raises from theatieh between average and marginal tax
rates (Edizdgan and Celikkaya, 2010: 35). In other words, ingpessive taxes, average rate
increases with the income level and marginal ratesiases more than average rate.

Average rate [Tp / Tb] (4)
Marginal rate= [(Tp%-TpY/(Tb%-TbYH](5).............. Tp: Payed taxTb: Tax bas€)

In taxation, average rate reflects that how muclowarh of taxes must be paid
additionally while the tax base is rising. So,ngsiof average rates coincide with increased
progressivity. Besides that, marginal tax rateexf that how effects a percent increase of
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income on taxes payable.While the marginal tax irateeases, income from additional work
decreases.So, marginal tax rates determine theo$itiee incentive to work (leisure time

attractiveness) (Edizggan and Celikkaya, 2010: 35).

In Table 1, there is an original contribution thatis calculated the average and
marginal tax rates in many OECD countries by usineyy own tax tariffs and different annual
income levels scenarios. Incomes which base otitzing the tax liabilities are expressed in
US dollars using PPP exchange rates.This gives rapptes to evaluate the changes

between different countries.

Table 1. Individual Income Tax Applications in Different OECD Countries by Using
Different Annual Income Levels Scenarios
(in US dollars using PPP exchange rates for incomes

6000
, 16677 37898 0.365 18000
Austria 37899 90955 0.432 66000
90956 0.5 150000
1 8787 0 6000
8788 17530 0.055 18000
French 17531 38932 0.14 66000
38934 104373 0.3 150000
104375 0.41
1 35299 0.15 6000
Canad 35300 70599 0.22 18000
anada 70600 109439 0.26 66000
109440 0.29 150000
0 13800 0.18 6000
13800 0.32 18000
Poland 66000
150000
1 9799 0.115 6000
9801 14825 0.14
14827 36762 0.245 18000
36764 84545 0.355
Portugal 84547 122528 0.38 66000 23430
122530 132133 0.415 ]
132135 306099 0.435 150000 65250
306101 0.465 --
ol 0 24333 0.23 6000 1380 |
aly 24334 45421 0.27 18000 4140
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Germany

Israel

USA Married

Individuals

Filing

Separate

Ireland

U.K.

Slovenia

Mexico

Japan

Turkey

45422 89220 0.38 66000
89221 121663 0.41 150000
121665 0.43
0 13047 0 6000
13048 84862 0.14 18000
84864 402365 0.42 66000
402367 0.45 150000
0 4029 0.1 6000
4030 6876 0.14
6876 10684 0.21 18000
10685 15263 0.32
15263 31923 0.34 66000
31923 51612 0.48
51613 0.5 150000
0 8500 0.1 6000
8501 34500 0.15 18000
34501 69675 0.25 66000
69676 106150 0.28 150000
106151 189575 0.33
189576 0.35
0 50067 0.2 6000
50069 0 0.41 18000
66000
150000
1 6439 0.1 6000
6441 73870 0.2 18000
73873 346159 0.4 66000
346159 0.45 150000
1 15207 0.16 6000
15209 30417 0.27 18000
30419 0.41 66000
150000
0 54 0.019 600
54 460 0.064
460 808 0.108 1800
809 940 0.16
940 1125 0.179 6600
1125 2269 0.213
2269 3122 0.235 15000
3122 0 0.3
0 228 0.05 600
228 386 0.1 1800
386 813 0.2 6600
813 1053 0.23 15000
1053 2105 0.33
2105 0 0.4
1 5292 0.15 794 935.42 |
5292 12858 0.2 2307 3335.42 |
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12859 29673 0.27 | 6212 15674.95 0.24 0.35
29673 0.35 45074.9 0.30 0.30

Source: (OECD Taxing Wage Statistics, http://www.oecd-ililyrarg/taxation/data/taxing-
wages/comparative-tables_data-00265-en, 01.09.2017)

In tax policies that claim that the working prefece is independent of an increase or
decrease in tax rates, marginal tax rates maydrearsed as much as possible to achieve the
required public income, but labor supply may reacthanges in tax rates because they are
not inelastic in all cases (Prescott, 2005: 12d)dased proportionality in taxation is
important in order to shifting the burden to higitome persons, ensuring equality and justice
principles, and positively impacting the decisiondb business, especially in low-wage line
of business (Kemmerling, 2009: 20). It is possitdeachieve increasing proportionality in
taxation in two ways (Kemmerling, 2009: 20):

i)Tax expenditures in the form of indirect deductionsexemptions for low incomes.
It affects labor force participation in low-wagelurstries.

ii)Direct marginal tax rates are reduced. It is anliegion for high wages and
working hours.

Graph 20. Progressivity of Income Tax Structure inDifferent OECD Countries (Growth
Rates from Average Tax Rate to Marginal Tax Rate irDifferent Scenarios)
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SourceOwn Calculation

Graph (20) shows the progressivity is measured dfiggudifferent annual income
levels scenarios for different income levels (resstdom Table 1(growth rates from average
tax rate to marginal tax rate in different scenajoln Mexico, Turkey and Japan,
progressivity is lower for high income levels. Timslicates that, marginal rates are lower for
high income levels. In Canada, Italy, Germany aisAlUprogressivity has the highest values
for high income levels.

In taxation, relation between family structure gmdgressivity must also be taken into
account. While doing so, it is focused on the dd#feees between one — earner and two
earners married couple with two children.
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Graph21.Regressivity / Progressivity of Family Taxaon in Different OECD Countries
(2004 — 2016) (for One-earner married couple at 100 of average earnings, 2 children)
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Source:(OECD Taxing Wage  Statistics, http://www.oecd-ilityrarg/taxation/data/taxing-
wages/comparative-tables_data-00265-en, 01.09.2017)

The Graph (21) shows the years in which countrigisope-earner married couple
practice into accoun{from net personal average tax rate to net persomarginal tax
rate).Czech Republic, Ireland and Poland had used flasf@r more years. In other countries
progressive character has continued.
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Graph 22.Regressivity / Progressivity of Family Taation in Different OECD Countries
(2004 — 2016) (for Two-earner married couple, onet 400% of average earnings and the
other at 33 %, 2 children)
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Source: (OECD Taxing Wage Statistics, http://www.oecd-ilityrarg/taxation/data/taxing-
wages/comparative-tables_data-00265-en, 01.09.2017)

The Graph (22) shows the years in which countrigstyo-earner married couple
practice into account. Flat taxes can only be sedreland and Mexico. Although the idea
that progressivity provides justice in taxationaigailablescientifically, those findings are
interpreted that family structures which is possitd obtain more income, have much more
advantageous arrangements.

Graph 23.Average and Marginal Tax Rate for Differert Family Structure in Some
OECD Countries (Avr. 2004 — 2016)
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Source: (OECD Taxing Wage Statistics, http://www.oecd-ilityrarg/taxation/data/taxing-
wages/comparative-tables_data-00265-en, 01.09.2017)

The Graph (23) shows relation between average amgjinal rate differences and
different family structures between one-earner &amd-earner married couple. It is an
interesting fact that marginal rates for high ineofamilies are smaller than for low income
families in Australia, Canada, Italy, New Zealamd &JSA.

229



S
\/ Journal of Life

Economics

5.1.3.Tax Expenditures and Poverty Interaction (Melbanisms in Taxation)

It is stated that it is necessary to exclude logoime persons (especially the ones who
earn wage income) from the total taxation or tlgmificant tax such as income tax in order
for taxation to be possible according to the apilidb pay criteria (economic capacity)
(Wagner, 1964: 14). Value added and sales taxe®mpr¢he reduction of the tax burden on
mandatory requirements, so it is stated that loveme taxpayers may be protected from tax
increases by reducing wage tax rates rather thaxtiyuding clothing and food expenditures
from taxation.(Graetz, 2005: 60). The exemptions mductions applied within the wage tax
seem to reduce the disincentive effects of taxasioemployment (Kemmerling, 2009: 35).

Disruptions in the tax structure lead to differende economic structures among
countries and can impair equality, efficiency addhaistrative convenience. Exemptions for
the benefit of high-income individuals, for exampigaking the tax rates diminishing, leading
to tax evasion and lowering government incomes €@uland Hollar, 2010: 33).Mechanisms
in tax systems have also great importance on anuaimaof earning labour income and
protection against lose. For this aim, severalrountion and benefits must bu used for labour
force. Net income should examined with this mecérasi

Table 2. Taxes and Benefits in OECD Countries (chae from 2011 to 2016)
(for single person 2 children)

Unemployment Income Social Housing Family Net
Benefits Tax Contributions Benefits Benefits  Income
Australia 0.00 271 0.00 291 2.83 3.3
0.00 13.00 0.00 2.75 3.04 3.08
Austria 0.00 2.46 2.56 0.00 1.93 2.51
2.48 0.00 0.00 0.00 1.93 2.35
Sl 0.00 3.17 2.93 0.00 2.75 2.79
3.37 0.00 0.00 0.00 3.83 3.47
c d 0.00 3.13 2.34 0.00 1.05 2.71
anacda 259 9.04 413 0.00 3.46 3.18
Czech 0.00 4.61 8.22 0.00 4.61 7.69
Republic 7.86 0.00 0.00 4.61 5.01 7.48
Denmark 0.00 4.47 2.49 4.61 4.61 1.95
1.83 4.61 4.61 4.41 4.37 2.65
Finland 0.00 6.70 5.63 16.43 5.97 5.21
5.49 7.65 16.36 17.57 5.97 5.51
France 0.00 4.43 4.42 0.00 4.45 4.22
4.25 4.50 4.61 4.61 4.45 4.31
Sy 0.00 5.56 3.48 0.00 6.00 3.61
2.81 5.62 4.24 14.98 6.00 3.95
G 0.00 4.03 3.73 0.00 4.08 2.13
reece 3.54 14.21 14.00 454 4.08 1.73
Hungary 0.00 5.57 4.92 0.00 7.24 4.29
5.61 0.00 0.00 4.55 7.24 5.18
celand 0.00 4.60 4.59 0.00 4.60 4.59
4.60 4.61 4.61 4.61 4.60 4.60
0.00 4.41 4.97 4.61 2.87 3.55
Ireland
3.90 461 2.90 4.40 3.53 3.76
Italy 0.00 11.77 9.63 18.14 9.32 9.52
11.17 20.33 18.80 10.80 8.33 9.7(
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0.00 2.51 4.02 0.00 5.16 4.13
Japan 4.08 11.78 0.00 1237 6.45 3.90
0.00 4.60 4.59 0.00 4.58 4.58
Korea
4.56 0.00 15.24 4.61 4.58 4.57
Luxembourg 0.00 4.60 4.60 0.00 14.39 4.60
4.60 0.00 0.00 0.00 15.07 | 4.60
.. 0.00 9.31 9.44 0.00 8.59 9.21
Netherlands 8.61 8.45 461 20.80 8.59 9.07
N 0.00 9.62 10.56 0.00 4.61 11.59
10.83 4.61 4.61 0.00 10.54 11.14
Norway 0.00 3.48 7.13 0.00 3.91 2.65
5.16 2.97 15.56 4.61 3.07 452
ol 0.00 4.51 4.31 0.00 4.57 4.50
4.45 453 4.04 14.49 4.58 4.50
Portugal 0.00 6.15 4.46 0.00 15.58 4.95
4.80 5.99 0.00 1.29 3.95 4.16
Slovak 0.00 8.78 7.67 0.00 8.60 7.9
Republic 7.98 17.92 17.16 0.00 9.69 7.99
Spain 0.00 4.61 4.29 0.00 4.61 4.49
4.50 0.00 0.00 15.42 453 4.49
. 0.00 4.59 4.60 0.00 4.60 4.60
4.60 0.00 4.61 4.61 4.60 4.60
R 0.00 3.90 1.48 0.00 13.28 3.98
4.21 4.61 4.61 0.00 15.03 3.76
Turkey 0.00 3.40 4.16 0.00 0.00 4.27
4.32 5.65 0.00 0.00 0.00 4.30
United 0.00 4.59 4.42 0.00 4.58 4.55
Kingdom 4.54 4.60 4.37 4.58 4.56 4.54
] s 0.00 3.98 4.50 0.00 4.61 4.20
4.30 4.47 4.52 0.00 4.61 4.28

Source: (OECD Taxing Wage Statistics, http://www.oecd-iliyrarg/taxation/data/taxing-
wages/comparative-tables_data-00265-en, 01.09.2017)

In Table 2, change in contributions and benefits édmployed and nonemployed
people between the years 2011 and 2016 can be$ekow marked area shows the change
between two periods. Taking PIT, unemployment fedied net income all together into
account for nonemployed people; France, Icelarelamd, Japan, S. Korea, Luxembourg,
Poland, Spain, Switzerland, UK and USA, have desm@atheir unemployment reliefs.
Though there is a decrease PIT or an implicit slyolr unemployed person, net income kept
falling in France, Iceland, Ireland, Poland, Swilzed, UK and USA.In Denmark, France,
Iceland and UK; social contributions, housing bésefnd family benefits have all been
decreased for nonemployed people. Altough unempdoynrelief have decreased and
personal income tax have increased in Japan, gemmi@ has not decreased. This can be
explained by other contribution and benefits. Fa most of the countries, tax deductions in
PIT are more and decrease in housing benefitseasefbr employed people. It can also be
seen that, social contributions and family bensefie deductable for employed people.
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5.2. Opportunity Cost of Resource Use and PovertyTéxation versus Public
Borrowing)

At the center of philosophy of taxation, taxes ewasidered as common financement
tools and that people take this burden only by amng benefit of public goods they
consume. But today this point view of has changed taking this burden has became a
guestion mark. Taxes are considered as commonciedaiols but today taking this burden
has become a question mark. In Green (1993), iatsgecial emphasis on the transformation
from “tax state” to “debt state” (Green, 1993: p).2

In this part of the analysis it will be focused loow the sources

i) Which are required to reduce or for long perited eradicate the poverty are
exploited in terms of debt dynamics

i) As mentioned in Caskurlu (2011), create effemtsnarrowing fiscal space in terms
of debt dynamics.

Graph 24. The Relation Between Total Debt / GDP an8ocial Expenditures / GDP
Growth Rate(2012 — 2015)
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Graph (24) shows the relation between total d&iDP and social expenditures / GDP
growth rate for the years 2010 to 2015.There imdetoff between all governmentsspending
in terms of resource use. So social spendingis ateggdeto decrease in years which
government debt spendingincreases. Examples argiuBel Canada, Denmark, France,
Hungary, Ireland, Israel, Italy, Latvia, LuxembulMgtherlands, Poland, Slovenia, UK.

In Hungary, Latvia, Luxembourg and UK, indebtednleas risen most drastically and
social expenditures have fallen significantly. Irsady, in Turkey, Chile, Finland, Germany,
Slovak Rep. and Switzerland, indebtedness hasfaltel social expenditures have risen. But
in Turkey although public debts have fallen, prevasectors indebtedness has risen
significantly. This is a vital risk factor for gor@ment, even though these are not written in
public accounts.
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The rise of debts in one period (t), is expectedaime up with a tax revenue increase
in succeeding one or two periods (t+1 or t+2) afbercause of repayment. And this is the
situation of tax — debt dependence which meangalatystems focus on financial issues and
cannot be used for the fight against poverty.

Graph 25.The Correlation Between the Growth Rate ofCentral Government Debt /
GDP” and Growth Rate of Tax Revenues (2012 — 2015)
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Graph (25) shows the correlation between the groateh of “central government debt
/ GDP” and growth rate of tax revenues. In 35% &QGD countries, an incremental relation
was seen. This indicates a dependent relation leetwax revenues and public borrowing.
Increase in public debts, can be an answer toubkstmpn of which expenditures are financed
through tax revenues or tax burden.

6. CONCLUSIONS AND FINAL REMARKS

Poverty is a concrete fact which is brought abguthe current economic system and
is emerged as a result of certain preferences. bt a usually encountered, spontaneous or
side effect problem. So, the ideal is not reductibpoverty but alleviation of poverty.

Taxes are important both in terms of ensuring #eessary financing for government
activities and being an important tool of economdaicy in scope. Taxes function in the
fulfillment of many targets, from resource allocatito income distribution and economic
growth. Besides that, taxes create heavy burdendampayers. So “redistribution via
taxation” gains importance for the social mattefpas/erty”.

Considering the trade-off between generating ressufor economic growth and
being just in taxation, governments should annoutite aims of their tax system
design.Especially in countries with high incomequnalities, tax systems shouldnot deepen
these kinds of problems.In taxation, it should sisvae kept in mind that people who face
poverty gap, doesnot have enough ability to payadglor (2007), it is mentioned that the
most appropriate way to reduce economic dependandythe drain of the welfare state is to
reduce the burden of tax on the poorest in society.
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Tax structures affect preferences to work (laboe)i or not to work (leisure time) and
bring income and substitutions effects into exiseeand also stimulate labor supply in the
shadow economy. Tax distortions may happen throrgghstributive side of taxation.
Besides, taxation compatible with the world syssopts the general understanding that tax
deficit is closed over wage by decreasing the taxién on profit, the problem of distribution
maintains its severity. When economic and sociaddmns are being taken into account in
taxation, the fact of “family” has an importance. this paper, findings show that when a
family’s income level increases, tax income incesa8 to 1 proportion in comparison with
the other group after. Those findings are integatedlso that family structures which is
possible to obtain more income, have much morerdedgaous arrangements. Redistributive
arrangements in taxation like; social contributiomsusing benefits and family benefits have
all been decreased for non-employed people in rAAYD countries in the examining years.
Finally, an important and vital factor which espdgi effects fight against poverty by
taxation is tax — debt dependence.

Albeit countries in search of the need for resosirfl@ growth and development,
attach importance to the distribution of welfaresotiety’s interest, opportunities to conduct
independent policies of those countries are takeaya No factor except labor acquires
income with its own effort, but, labor is subjectedthe highest tax burden within its income
acquired due to class characteristics. Even tHerdiice in declaration and form of payment
of tax can change tax burden. Capital gains aredtaxith taxpayer’s declarations barring
exceptions and the collection period is the follogviyear after income is acquired. The
endeavor to attain income is fewer, the power obime acquired is higher and taxation is
less wearing.

Struggles of members of social classes can asstms guch as fair distribution and
taxation. The duty to satisfy income inequalities] aegulate elements, which make the
burden heavier albeit the effort the working clatisplays when acquiring income is
considerable, in favor of the proletariat fallsthe social state, in which the participation of
labor organizations and their representatives isafsiderable extents. Awareness of the
proletariat expanding and acting together as asdatasistitute the most essential gains that
will facilitate to generate the pressure that cmigate unjust tax regulations and to raise
welfare.
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