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| AINTRODUTTION

‘The three countrywide size distribution of income studies con-
ducted for the years 1963, 1968 and 1973 shed considerable light on
the cquity aspects of Turkey™s observed economic development m
the 1962 73 period. Although their statistical bases are not strictly
comparable, these three studies point to the existence of a high degree
of relative income inequality in Turkey. The estimated Gini coeff-
cients for 1963, 1968 and 1973 are 0.55, 0.56 and 0.51, rcspcclively.
As reviewed in SPO (1976). the data assembled in these three studies
point oul @ distributional reversal after 1968, and o distinct impro-
vement in the 1970 73 subperiod. The fatter is largely attributed to
(1) more favorable terms of trade for and accelerated productivity
erowth in agriculture in the carly 1970%. and (b) improved balance
of pavments with reduced rent-seeking pehavior in the cconomy.
e historical roots, institutional context and sector-specific aspects
of Turkey’s income distribution in 196075 are examined in the -
terdisciplinary works collected Ozbudun and Ulusan (1980).1

In turn. the prolonged unavailability of a countrywide size dis-

tribution of income study since 1973 gives rise to numerous difth-
culties in the appraisal of Turkey's development and adjustment po-
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licies in the post=-1973 world oil crisis period. The available C\'idcn\\k‘
suowesls possible gains lor the poor in 1973 77 during which the
Turkish cconomy expanded rapidly in inward-oriented ways lhmugl
. MASSIve accumulation of external debt by the year 1978, In respong
{o the deep forcign exchange crisis of 1978 21979, and the world oy
rice shock of 1979, cconomic policics were substantially l'cdcsignk\!
in 1980, generating favorable foreign trade outcomes as reviewed ilk
detail by Senses (1983). Despiie the favorable response ol the exto,
nal sector, the Turkish cconomy appuears to have experienced, how,
ver, a significant deterioration i income distribution during ),
Fourth Plan Period (1979-83) as evidenced by the observed shii‘{:
in the domestic terms of trade against agriculture, and the masgiy
fall in urban real wages. Notwithstanding the broadly observed chal;
ges in the functional income distribution in favor of nonugx'icullmu1
capital income, the stagnating nature ol domestic private savipy.
has become a stumbling block [or a speedy economic recovery in
medium-run (sce Celasun (1980)). A related issue pertaing to the ey
surement ol the extent ol absolute poverty in the country, and the
design ol appropriate policy mixes (or its effective alleviation in gy
future periods.

T

In response o the need for distributional information in the
national policy debate, an attcmpt is made in the present paper o,
reconstruct cx-post estimates lor size distribution ol income in the
benchmark yczu:s l‘)"/t?, 1978 and 1983, "The analytical core ol the
paper .takcs as its pomnt ol departure the 1973 sources ol inequuliy,
analysis by Dervis and Robinson (1980). The latter analysis clear)
brings out two major sources of overall inequality in Turkey: numcl\?
(a) the large disparity between the mean incomes of agricultural ang
nonagricultural houscholds, and (b) the exceedingly high degree n\i‘
income inequality within the agricultural sector. Utilizing available
national income accounts and population census data, the presen
paper explores the quantitative nature of the distributional shifis
observed between the benchmark years 1973, 1978 and 1983 on the
basis ol within group incquality measures derived in carlier cmpiri-
cal studies.

The remaming part of the paper is in lour scetions. Scetion M
reviews Turkey’s domestic terms ol trade and intersestoral produc-
tivity differentials in 1973--83. The review in Scction 2 is coupled with
an analysis which decomposes the effects of real growth, pure infly-
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tion and terms of trade changes on sectoral incomes. Scection 3 sketehes
the analytical framework adopted in the derivation of overall size
distribution of income. Scetion 4 presents the cstimated size distri-
butions of income, exclusive and inclusive of workers’ remittances,
for the years 1973, 1978 and 1983, In Section 3, the estimated positions
and structures of the poor and wealthy are analyzed. Finally, Section
6 provides a briefl discussion of the policy implications of distribution
and growth in Turkey. Appendix to the paper gives the data base
assembled  for the estimation of agricultural and nonagricultural
houschold numbers, and net disposable mcomes.

2 INTERSECTORAL  PRODUCTIVITY  DIFFERENTIALS
AND DOMESTIC TERMS OF TRADE IN TURKEY 1973-83

Per worker value added (or. simply, productivity) differences
between the agricultural and nonagricultural sectors have been in-
vestigated by Kuznets (1966), and Chenery and Syrquin (1975). The
cross-country  comparisons  suggest that intersectoral productivity
differences arc substantial at carlier stages of developnient, and gra-
dually narrow in a lairly systematic way at higher levels of income.
The lower per capita income in agriculture is not necessarily attribu-
table to purely technical requirements of agricultural production,
but to a variety ol socio-cconomic factors which retard Jabor reallo-
cation process in the course ol growth and structural change. Vie-
wed from the supply side of development, the movement of labor
from low productivity agriculture to higher productivity nonagricul-
tural sectors (such as industry and services) has been an important
source of value added expansion in most countrics.

The cross-country average for the ratio of value added per labor
anit in nonagricultural scctors to that in agriculture is estimated as
237 in Kuznets (19663, while the actual Turkish data shows this ratio
6 be 4 to 5 in 1953 73 as analyzed in Celasun (1983:90). The devi-
ations of Turkey’s sectoral productivity differentials trom Kuznets’
cross-country norms arc unusually large. and generate a major im-
piact on overall income incquality in Turkey. As shown by Decrvis
and Robinson (1980), the lower bound estimates for the contributi-
on of intersectoral productivity differential to  overall inequality
(mcasured by log variance) for 1963, 1968 and 1973 arc 63. 81 and
69 pereent. respectively. The orders of ragnitudes of thesc cstimates
warrant a close look al the intersectoral productivity differentials
in the 1973 83 period as shown in Table 1.



TABLE t. Sectoral Employment Levels and Productisiy Differentials: 197831

Emplos meat (Thousand workers) Pruduciivin Differentials in cons- Producuvity Differen-
| tant 1973 prices iials in current prices ‘\
[Ty ] 9T 1983 1973 978 ] 19s3 1978 1953
I. Agricuiture | 9.580 9,537 9.451 1o IR R oo
2. Nonagriculture ‘
a. Mining and energy 160 217 R 7.2 4.7 6.0 0.2
b. AMlanufacturing 1419 1.610 4.2 29 4= 4.0
¢. Construction 456 502 4.0 3 3.3 RIS
d. Trade S44 040 8.0 ) D
e. Public services 682 1.083 6.4 3 R RIS
. Qther services 1417 1,594 4.8 5.0 4.2 S0
2. Subtotal @ w 4,678 3T AR} 4.7 +. 4.9
3, Total 14,258 153.249
Srhesvalue added i oothe

volue added in azreulture

[ Productiviny differentials are measured by the ratios of per wor
s - o

s o public servioes ampioyment are the au

estmates.
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The data provided in Table | show that the agriculture-non-
agriculture productivity ratio measured in constant 1973 prices dec-
lines from 5.t in 1973 to 4.7 in 1978 and 4.6 in 1983, However, mca-
sured in current prices, this ratio increases to 4.9 in 1978 and further
1o 6.5 in 1982, which is probably the highest figure ever observed in
the cross-country context. In current prices, the productivity diffe-
rentials for mining and cnergy, industry, and trade scctors arc much
larger than the average figure obtained for non-agricultural sectors
4+ a whole. The comparison ol these differentials under constant
and current price cuses reveals womassive deterioration in the domestic
terms of trade for agriculture in 1978-83 with signilicant implications
for distributional shilts in this subperiod.

The data assembled in Table 2 clarify further the adverse effects
ol movements in relative prices against agriculture, particularly in
1978- 83, 10 his table, net prices denote indices of value added detla-
tors at the sector level, Compared with the relative price position ob-
served in 1973, it is evident that relative price changes in 1973-83
increasingly avored manufacturing and trade sectors, and moved
against agriculture, public services and construction in sigificant
degrees. In 1978-83. mining and cnergy scctor benelitted most sub-
stantially from domestic terms of trade shifts as the government
cubsidies were substantially lowered in cnergy-related activities 111
the cconomy.

Tubles 3 and 4 show for the 1973-78 and 1978-83 subperiods
respectively. the decomposition of total nominal changes n sectoral
value added into the effects of three causal factors: (a) real growth
(in constant prices), (b) purc inflation, and (¢) movements in domestic
terms of trade. The underlying scheme of computation 1s brictly
outlined in Appendix. I domestic terms of trade were to reman
constant al the base year proportions, the contributions of rcal growth
and pure inflation would simply add to total nominal change n sec-
toral value added. Thus, the column (4) in these (wo tables shows
the income shifts (- ) among sectors due Lo the workings of relative
price changes in the economy. By definition, the sectoral sum of these
income shifts is zero, and thus agriculture’s income loss (gam) 1s
offset by nonagriculture s gain (loss) in both tables. As noted in Table
4. the cumulative income effect of changes in the terms of trade for
agriculture is 662 billion TL during 1978-83, which is about 7 percent
of GDP in 1983, The income loss of public services is also large, and
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M
TARLL 2 Chanees in Sectoral Vidue Added and Net Prices: 1973 8
I 20
o Annual Ride (")) Net Poice Indices (1973 1.0,
ol Grrowth in Real R
Vitlue Added Almoluie Deflated
lovels! feveds”
1972 78 | 1978 83 | 1978 | 1983 197% 7044
I, Agriculture 0.0 2 3,08 15,96 | 0.97 1 (.73
2: N:nm;_:riculmrc B
4. Mining and cnergy t7.6 2.1 RS 1.},7_‘) (.80 R
b. Manufacluring 7.1 2.3 3. I ,;‘) .12 S
¢ Construction (.5 1.3 3.0 20,73 i 00 0. R0
. Trade 7.7 I Rl R U I Ttk T e T
e. Public services O] 3.7 A0 IS0 [ 0.96 | 0,60
. Other services 7.3 [ 3002 ] 2733 1 0.0 .04
o, Subtotal (a to 1) 7.5 2.2 RIS 29,30 0 1.01 110
3. GDP (L 2g) (Faclor cost) 7.1 L R 25080 [ 100 b0
a J; Indices of scetoral value added deflators recomputed by the author with 1973
1.0,

2 Absolute levels deflated by GIDP price mdes (derlator.

Source: Stale Institute of Statistics national income series in constant

and current prices as provided in SPO (19840,

1968 vy

TABLLE 3 Decomposition of Changes m Sectoral Value Added: 1973.74
(Unit: Billion T1.)

f hanges in Value Adde i 197378 |
Duie to
Real Puic Domes- | Tot |
1973 Growth | inflotion| tic terms| Chanae IONAN
i-ffect I_ffect ol Trade
["flect
(1) (2) (3) H (3) (6)
1. Agriculture 73.2 24 6 212.41 8.9 228 3013
2.0 Nonagriculture
a. Miningand energy 7.2 90 35, 10 340 YK
b, Manulacturing 46.2 18 9 141 5 25.5 185 9 23204
¢ Construction 4.8 55 44,0 0.3 19 2 o 0
. T rade 351 158 1106 4.4 130 9 165.9
¢ Public services 32.3 s 957 5.9 100 8
{o Oither services 57.0 240 1761 1.7 195 3
oo Subtotal (4 to ) [92.5 Ry 7 602 .6 ) 696 3
2GDP (1 2m Factor
cost) 205.7 109 3 8151 0.0 924 4| 1190

1 Some totals may not preisely

ource: The aathor™ estinates,

ad:d due 1o roundine
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relleets the sharp tall in the real sadaries of government employees

(sce Celasun (1930)).

A further eritical observation relates o the position of the trade
sector. whose employment level was about 7 percent ol agricultural
cmplovment in 1978, In current prices. the ratio ol trade value added
to agricultural value added was 53 percent in 1978, and increased o
95 percent in 1983, The nominal value added increment of the trade

sector exceeded the value added chanee i agricufture in 1978 83,
FABLE 1 Decomposttion of Chanaes o Sectorad Vadue Added . 1978 88 (Lot
Biltion 11)
Chanees in Value Added i 1978 83 i
e o
el Pure Domes- ‘
Groswth [Inflation]  tic Fer- | Change
Wi Heet I et s of [IPhN]
| Fride
i \ I-flect
|
- |
( 2 (3) H 5y (0
1. Aariculture 0003 33,3 0 2385 5 662.0 | 17567 ' 203840
2. Nonagriculture ;
o Mining and o3 b 2056 DEFEEE AR s01.0
b, Manufucturing | 2421 27.5 | 185009 jud.s | 230 25950
¢ Construction o 0 NI DO 106.9 | 283,06 7.0
d. Trade 165 9 9.8 1 195 | 363,06 17885 L oSt
¢, Public seivices | 133 6| e s | s | Re0
‘ . Other services 2523 RN EEFOI 2247 | 201500 [ 23078
w0 Subtotal (o to ) N8N N 1033 | 7072 7 6620 L TR3R0 876
| 3. GDP o o) _ .
(factor cost ) 1190 1 [36.5 | 9438 7 0.0 1 93917 | 1078E8

I See tooote on Tuble 2

mainly as @ result of the unprecedented rise in average trade margims
m the cconomy. The refatively low savings propensity of income g¢-
nerated in the trade sector (covering both domestic and foreign trade
activitics) may partially explam the resource mobilization difficultics
faced in the country in mid-1980%.

[n sum. the sizeable shifts in the domestic terms ol trade tor
acriculture in 1973 83 broadly justily our income distribution analy -
Sis in Seetion 4. which views agriculture-nonngriculture sphit as the

major source of overall inequality in Furkey.
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SOANALAYTICAE VRANMHWORK: DERIVATION OF T
OVERALL DISTRIBUTION OF INCOMI

In the present study. the derivation of the overall distributig,,
ol income adopts the numerical technigque designed  in Robinsy,
(1976). For the application of this technigue, it is assumed (hat INCe
me groups are distinguished so as (o provide a complete and mutual|y.
exclusive decomposition of the society. The distribution of Meone
within cach oroup is specificd by the probability distribution (imetioy, .

Ly oy oo

1

where vodenotes income. 0 is o vector of paramelers for cach dis-
tribution. and 15 designates the functional form Tor the distributioy,
within eroup . he overall income distribution is siven by

foy 1) 2w, (1

where 0 e et of all within proup parameters 0 and the weigaly
Wi the population share of group

wrthermore, 01 the within-group distributions are assumed Loy

e log-normal witl log-variances 675 the Tog-mean incomes (54) would
be piven b

/n(yl‘)
where vios the arithmetc mean mcome. Then. the overall loe-variance
tr-) becomes

where = s the arithmetic mean ol 5.

Within the general franiew ork sketehed above, Robimson (1976
develops a technique o numerically aggregate the within group dis-
tributions which are assumed (0 be of the log-normal torm. The
technigue mvolves the use of a variant of New (on™s iterative method
m finding the numerical values ol benchmark points corresponding
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1o deciles, which are defined os the income ranges containing 10 per-
cont shares of the overall distribution. The available compuler piog-
Fam (also by Robinson) determines the mean incomes of deciles.
and the Gini coeiTicients Tor the within-group distributions (G and
for the overall distribution () such that

Gy 2N o 0y b, oo -
and G J 2 (v) dbt() )
i

where N(.) 15 the cumulative normal dislribution

() | et Myt aned (0
(4]

decimde b dendt th
{15~

I should be noted that the numerically aggregated overae
(s Cini coclbicient

tribution does not need o be ol the log-normal form.
the

() is also determined by numerical methods. On the basis ol
size distributions generated by the computer progran. it also beco-
mes possible to explore the relative shares of group populitions (as
well as of total population) within specified levels ol absolute meome.
which mav be fixed ~o as (o correspondd (o the poor, wealthy, cle.

in the socicty.

4. SIZE DISTRIBUTIONS OF INCONiE: 19731978 AND

4.1 Definitiona! Asupeects and  Assumptions

In the present paper. the application of the methodoloay out-
Turkish so-

Jined in Section 3 1s based on the decomposition ol the

ciety into (wo income groups: namely. agricultural and nonagricul-
tural houscholds. Such a rather broad scheme of ageregation makes
1t feasible to derive numerically the overall size distribution ol income
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the basis of @ set of plausible estimates for the parameters of tw.
1) -

withi
mal from.

n-group distributions. which arc assumed to be ol the log-nor-

Table 5 presents the main data input assembled for the estima-
tion ol overall size distributions for the l*)c'nchnmrk _V'Cill'S 197‘3. 197N
and 1983, The 1973 distribution is numerically rccsll‘nmlcd th pur-
POSCS of comparison with the 1973 survey results as discussed in sub-
section 4.2, The detals ol data processing involved are summarized
m Appendix Tables AT and A20 The essential points and critical
assumptions arc  the  following:

(i) The census data (interpolated Tor the benchmark vears) for
rural-urban populations arc mapped onto  agricultural-nonagricul-
tural categorics on the basis of population share parameters projec-
ted (as trend values) from the historical data provided in Tumerte-
kin (1975:120). As in the carlier distribution studics. houscholds are
regarded as icome reeeiving units in the present analysis. The ave-
rage agricultural and nonagricultural houschold sizes (hamely, 0.23
and 521 persons, respectively, as estimated in the 1973 survey) are
assumed (o have remained constant in 1973 83, The houschold num-
bers Tor two income groups (and thus houschold group shares w))
are then estimated for the benchmark years in our analysis.

(1) To ensure comparability with (he 1973 survey data, the net
disposable income concept is used as the relevant income measure
m the distributional analysis. The latter concept of income, besides
excluding all taxes, also leaves out amortisations wand undistributed
enterprise prolits. The net disposable income Figures arc treated in
two steps. First, the cconomywide net disposable incone (excluding
workers” remittances) is broken down into (wo component parts by
sector of origin, and labeled as agricultural and nonagricultural as
shown 1 Appendix Tuble A2, Sccondly, these two component parts
arc distributed  among agricultural houscholds and nonagricultural
houscholds on the basis of the income share parameters shown in
Fable 5. For 1973, the inconie share parameters are directly obtar-
ned by aggregating the detailed income mapping madrix estimated bv
Dervis und Robinson (1980: 103-104). For 1978 and 1983, the income
share purameters are gradually  adjusted on  the basis of shifting
houschold proportions over time, Tor the intertemporal analysis of
mean mcomes and absolute poverty measures, all disposable income
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Figures are deflated to real values in constant 1973 prices by the price

deflator for private disposable income derived from data given m
SPO (1984a).

P

TABLE S Data Input in the Istimation of Distributional Statisties: 197383

1973

Common Data Tor Istimates A and B
a0 Agricultural net disp. income’

by sector ol origin (Billion (1) HURE!
b, Nonagricoitural net disp. income.

by sector ol origin (Bitlion T1) 139.23
. Workers™ remittances (Bitlion 11 16,062
d. Disposuble income dellator

(1973 1.0) 1,00
¢. Share () of agricultural net disp. income

Avricultural houschoids |92 400

Nonagricultural houscholds \ 7600
FoShare (7, of nonagriculiurd et disp. |

incomnie

Auricultural houscholds i N.ONS

Nonagricultural households PINREN
« Houschold numbers (mithions) 3

Agricultural ‘ 3.430

Nonagricultural 3,206
I Log variances |

Agricultural | 1.20

Nonagricultural 0,63
I stimates A |
{lousehold mean icames, \
(1973 Thousand 11 per yein)

1978 ‘ 1983

291.79 1992 .97

639,70 ‘ 613350 !
2364 | Mn 10|
| i
317 } 27 9|
|
91881 | Ol 412
ST l NLARN
| |
8,129 ] 7.625
91 871 | 92375
319 | bssd |
1857 ey
.26 .26
0.65 0.7t |

N
Agricultural 22,610 %7-‘)0(’ =1 7)::(:
Nonagricultural Lo 50,000 100X
[ stimates B
Houwschold mean mcomes. | | i
(1973 Thousand 11 per year) i g
R 1 = 3 2
Agricultural | 25,110 | 28,900 ‘ “‘1_38
Nonagricultura! 3840 51000 | 47.53
I he L s for net disposable incomes and workers’ Femitiinees are gisen ey
i N . intributed en

2 The net disposable inconie anelud undistributed

profits.

3 Uxeluding worker: Lanees

Polncluding workers ANCes.

Sources: Tubles and A2 in Appendis, and references cred in subsection 44

(iil) The arithmetic real mcan meomes ol houscholds - two
income groups arc obtained in two variant forms: Estimates A {exe-
lusive of workers” remittances) and Estimates B (inclusive ol wor-
kers' remittances). For Estimates B, workers™ remittances are trea-
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ted ws addiional income. and allocated (o bvo income groups on
the basin oi” houschold porportions estimaied for cach benchmark
vear,

(v Hhe logaarianee ol within-eroup income distribation oy
agricultural households s muintaimed constant in 1973 83 at its 1973
strvey value ol .26, The foe-variance for the nonagricultural house-
hold eroup is dlso asumed to be equal in 1973 and 1978 1o the 1973
surves value of 0650 but adjusted upwards to 0705 im0 1983 in the
heht ol chinges in e Tunctional distribution of ncome estimated
mothe cencanl cquilibrium study by Celasun (1986) Tor the 197883
subperiod . The Jog-variones estimutes are based on rather strong
sretmptions. which wre clearly stated here o facilitate possible cri-
tead assessmens in the luture. 1 may be poted that the overall size
distribution of incomie is quite robust. and minor variations in our
within-eroup log-viranee enlimates have not caused sizeable chan-

S the overall inequality meastres,

Mothe basis of the data processine steps outlined above, the
M dat input aranged Tor the estimation of size distributions for
1973 1978 and 1983 are sunmmarized in Table s,

Lo Distributional Statisties
SPO976) and Bervis and Robinson (1980) provide Lwo separe-
e evaduations of the 1973 Hacettepe - SPO income distribution suy-
estimates for the Gini coelTicient tor 1973 are 0.51 and
0000 respectively . Ay pointed cut by Dervis and Robinson (1980).
e 1973 survey underestimates nonagricultural incomes and aericul

ey Ther

twral poputation. leading 1o w downward bias in the overall mconie
caaality. Viewed rom such o perspective, our revised estimates for
973 as compared with Dervis and Robinson Gigures i Table 6 pro-

vade the needed adjustment to the 1973 sun ey results. Tt may be rete-

P the naterest o broyvgts |

eatimated Guanges in the funcionad distribution ol
cotne 10 R

feonot resieaed in the picent paper. Ton disugaregated duta on {uactor
et eponed s mcludine the Share, of formal gl nlenmal nonoaricaliu
Libor mcoime . e elaoun 11940,
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rated  that our adjustment retaing their
estimates, but adopts the nation|
census dat

Ly nee
yee -Vl
survey-based  10g Jtion

inco”

income accounts and popul
am the estimation of household
mes. The revised estimate for
poverty indicators assoc
discussed  n

numbers and main
the 1973 Gini coefTicient is 0'5]%()' are
ated with the 1973 yevised distribution
subscction 5.2

AL
<onecgves e distributiong| statistics (exclusive ”‘._ \Yo‘lol::ffr
reniitances) for (he benchmark years 1978 and 1983, The Gl L 1ises
- deereases o 0.5089 iy, 1978 from 0.5146 in 1973, and then ™

1983 fhe overal log-vari

13,1978 and 1983 are 117, |.14
tributional shif( ip 1978
rapidly deterioryed
incquality of income
top decile

)
ance of income CS“m,P.L.thI jl(S'
and .22, respectively. !h:(, (a)
8318 quile sigmificant, and attributed .géﬂcc
terms of trade for agriculture, and (b) wo‘iilo

within the nonagricultural sector. The rﬂu42.
-bottom decije mean income; takes the values of 43'-()]1 1110'3
and 473 in 973 1978 and 1983, respeetively. Comparcd wit an
inc(luullly as examined in Ahluwalia (1976) 11itc
Ahluwatin ¢ g (H979% 41 disuoutiong) statistics in 1983 are d

. ) ] abot
disturbing with the bottom 4 pereent of
9.6 percent of net

nomy.

world stanaurys of

houscholds rcceiV'”g. eco”
Private disposable mcome  penerated in (e

Table § summarizes

on household e mcomes imclusive of

expeeted. the mclugion of
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o
o . . 3) based
stributiona| statistics (1'stimates 1)
an

, A nCes-

workers rcmllmn'(— e
i o inc

ads {o higher mean

1ds o hig oduce

remittances Je
TLONNC 10 (1

. i
and results i shghtly "
_ s i pOSt
Ce Qb remittances in (otal private disp
INCOME varijes m the h(‘nnhnia—]"l,\ years, and hence the minor |
tial effects on Gin; cocllicients | . evidence on he househo
tribution of workere rllances g irh2!

- . ny B8
agriculturyl houscholds mn remittances was e
Ay 1 t
holds, particularly

the tolal qumpe, of house el
carlier part of the 1973 3 Perio ", Thus, (he overall incquality cal?
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TABLE ~ Distributional Staustics. Agricultural and Nonagricultural Households, 1978-83

1978 Estimates

1983 Estimates A’
Turkey Agricultural | Nenagricultural 0 Turkey ericultural | Nonagricultural |
Relative distribution ()
Quintile ! 284 248 | 1,97 2.63 248 [ 4.58
7.33 .97 ' 9.50 693 5.97 | 9 .01
I 12.99 10.79 | 14,55 12.59 10.79 | 14.09
P23 19.69 | 2739 21.39 19.69 ! 2215
1 54.71 ' 61.07 \ 48.39 35.93 61.07 S0.17
\
! I 109,00 100.C0 | 100.00 i00.00 b 100.00 100.00
» Gint coefficient ‘\ 0.50%9 0.53726 | (0.432 0.5224 Q.5720 0.4504
| Log variance V1424 1.26 | 0.63 [URETE I W/ 0.51%
| Mean incomes (1973 TL) ‘ |
| Overall | 39.300 27900 50.000 35020 21.730 46.030
! Top decile © 144940 - 121.890 158.660 . 132,830 : $5.020 , 152,570
Bottom decile 1 3,450 : 2.260 9,200 2810 1.760 | 7.690
| Ratio: Top decile-bottom decile ‘ 42.01 53.93 17.25 L4727 53.99 19.84
Ratio: Mean-Turkey mean | 1.00 0.71 1.27 i 1.00 0.62 i
U Share (%) of ' ! \K
i Poor ( .12.000) 'g 24.98 4245 R.58 ‘ 29.89 ! .23 i 12.16
; Wealthy (72,000 | 13.99 L 7.9 19.62 .67 1+ 5.8 17.06
1 The author’s estimaies (excluding workers’ remittances).
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For cconomy ol space, the present paper reports data only on
poor and wealthy houscholds. Before the interperiod review ol rele-
vant Treures. it may be noted that the author’s revised estimates tor
1973 (as compared with the 1973 survey results shown in Table 6)
mdicate a notably smaller proportion of poor houscholds within (he
nonagricuitural sector. which results ina reduced share ol poor in
overall Furkey. Symmetrically. the overall proportion of wealthy
households is significantly Targer in the revised estimates. Despite
the higher value of the Gini coefficient, the overadl share of poor
houschiolds s smaller iy the revised 1973 distribution. because of
the more consistent treatment of nonagricultural disposable income
mothe adjusted  estimates.

As observed from data in Tables 6 and 7. for Turkey as o whole.
the estimated share of poor houscholds in total fouseholds Tor 1973,
FOTX and 1983 iy wbout 32,25 and 30 pereent. respectively. The gene-
rally downward trend in this share reflects to some  extent the im-
pact of rural-urban migration and the relatively smaller sharve of
Poor in nonagricultural houschelds. The share of agricultural house-
holds 1 poverty 1s indeed very highs and estimated around 50, -2
and ST percent in 19730 1978 and 1983, respectively.

Acloser look at the structure of poor and wealthy as shown in
nobuble 10 tirows additional light on ‘Turkey's persistent dualistic
\Uualuu. The estimated share of agricultural poor in total poor
tvaround 8O percent in 1972 830 tn turn. wealthy houscholds (ear-
nmg more than 72 000 71 ) are predominantly in nonagriculture, with

lln rapidly falling share of v mllhv avriculturalists i rich houscholds
Turkey.

IEmust be emphasized that our estimates for mequality and
poverty measures are crude. and should be exammed in terms of
theo trends and broad orders of magnitude. A more detailed analy -
s ol poverty would invohve the use of separate poverty levels and
price deflators Tor agricultural and nonagricultural houscholds as

Hiustiasted ina general equilibrium study by Giiven (1986) for he
1973 79 period.

O DISTRIBUTION  AND GROWTHE: POLICY  INMPEHICA
THONS

In this paper. Turkey s domestic terms of trade and income dis-
tribution have been inalyzed for the 1973-7% and 1978 83 subperi-
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AR 10, Stracture and Ncan fncones of Pooiand Sealthn s 1973 83

Nonier-
\ Turkey Auriculturad cultarud
1 Composition (") of ‘
L Poor ¢ 120000
1973 100, 0 NO LA I
1978 [O0.0 n2.27 Ty
[NER] 1000 TTUIS "
L Wealthy ¢ 72,000y
19723 1000 w017 G481
1975 1000 200N 7238
JURS ’ 100 .0 20013 Y
2 NMean Inconies (1973 1) of |
a4, Poor ¢ 12,000 '
| 1973 6,100 5900 a0
} 197 6,650 (1220 8,670
;1 JUS 3 ‘ 6,400 S R0 2360
I Wealthy ¢ 72000 i
‘ 1973 170,530 20500 16,550
| [O78 | 126100 133,670 1220150
PR [1.500 28790 124,500

| The author's estimates fescluding swarhers renrtanees).

1t has been shown that the deteroration in the terms ol trade

ods.
all mco-

for agriculture contributed  heavily to the worsening of over
me distribution in 1978-83. In the latter period. which saw serious
disruptions in the growth process, the absolute incomes of lower m-
come groups also declined more substantially than the average in-

comes both within the agricultural and nonagricultural houschold

categories.

The broad policy tmphcations that emerge from (he present
study for distribution and growth in Turkey are the following:
all size distribution
aerage
Tur-

(1) The major source of inequality m the over
of income remains (o be the wide gap observed between the
incomes of the agricultural and nonagricultural houscholds. In
key, the relative share of agriculture in total employment 1s stll very
hioh by cross-country standards, leading to a sizeable volume ol
underemployment in this scctor. 3 Thus. in the long-run. (he overall
distributional problem must be addressed within the framework
of a growth pattern which generates rapid expansion ol productive
cmployment in nonagricultural sectors. The future growth process
3 Tor 1978, the actual reliatne share of agriculture in total cmplosment v 62,5 per-
standardsy v onhv 489

cent. while the predicted vilue of this share (by cross-counti
Iosee Celusun (1983,

pereent for a country of Furkes™s population size and income leve

7).
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rents in his scctor. public policy

erfections, and rati-
activitics.

Fapid
aQ0e .
dCtions Q,&Umulallon of economic
Onalize :lc l\mq“i"cci to overcome
e marketi " :
eting networks 1 domestic and export trade
i must be noted that there is

Lty tand reductions in future

matket imp

{v .

Q C‘)nﬂ)idlell]-q:l;? dlStl?ibL}tiOﬂéH debate,
I)Opula.tion").w scope io.r lowering lert
jﬂures. I-«‘;.Omgllowlh), which would remiorce other distributional mea-
:l need rﬁ)r a‘lnl(-"fz‘)%'l‘illlg.c.perspectwc on pgvcrtv reduction, there is
e rates 6[‘ 1i)l’c cxphql population policy n Turkey, aiming at
orowth of the poorer segments of the population.

¢ that the country’s nublic planning
e effective integration of growth,

vi) Ei .
(vi) Finally, it is cviden
ses. The 1973-83 expetl-

e[‘forts

(‘i"st"ibust,]i]:))‘u,l? strive to attain a mor
Cnee Su”g;f‘ and poverly alleviation proces
Stable H)b;nblb ll‘f‘t the overall size distribution of incomc 18 more
In TUl'key’glllc .f unctional c!@t:’ibutﬂ)n i the {‘ucg of poli_cy ch:anges.

and c]nL;;Nnt stage ol l..iC\"C]ODm(’)IlL efficient policies for

. of an ()l fiynwnt expansion appear o be the essent‘ml mgre-
Nproveme Ytlctll strategy which provides 4 farger scope {or steady
nt in the positions of Tower incomic groups in the society.

Changes M ~-
wetivily, and £ time inc
yen time period (0, t). For the

wnge in sectoral

al nominal cha
merdd into thrce com-

ALl |
ecomposition ol mommal
lex, wherc

Lot ciio s

0 éztsi;Lll]l?cl"m i denote sector of ¢
PUrposes | :tlef the basc year of @ &
Valug uddm the present study, the ot
ed during time period (0, t) 18 decomi

Onepty
s as follows:
Vi Vj = VA (real growth effect)
[vB, (pure ciation clfect)
Wit Ve, (terms of trade effect)
VA, V(R D
|VB’ o VjuRin“’( -
Wher ve; o ViRpPiom
;i’ . - valuc added in sector j current rices
PM index of real value added in sector ]
pi ¢ index of net price (value added def [ator) 10 sector )
' index of aggregale et nricc (GDP deflator)

Ryy = Py - (.0 at the basc yeal
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Table 4 in the paper summarizes the results of the \“l 1978 -
decomposition for the consccutive subperiods 1973-78 {““I
for which 1973 and 1978 serve as the base years, respectively-

X

A2 Data Processing for Income Distribution

The data processing undertaken (or
values used m the derivation of fes indicat®
marized m Tables ALl and A2 he lootnotes on these tables

. e |n the
L processing steps, and cite (he main data cources. | nd
inatio  of 1able A2, |t must be noted that the items (le) ant,

],
. .,gll
s . oetor of or1aT
denote the net disposable comes differentiated by scctot

. . > -)0551
ey vy souree of come s '“‘“ll(') !, set
hv f the available nationg tcome accounts data, and (0) £

centions and und®
assumptions on the growth of amortisations atc
tributed enterprise prolits,

. ~yaral)
the estimation ol pare

etef

< ooum”
) o N is st
size distributions ol income ”

lausiblc

Ty
o . income aggress
These two disposable income wz‘,.-iclll
. . . « 14
(namely. le and 2h ip Table A2y are then distributed Ll““)m?» incom
asis O
and onagriculturaf houschold groups on the basis ¢
share parameters shown on Table 5 in the paper.
and Household
o 1973 1978
1. Population (millions)!
Urban 15,456 18.909
Rural 22.610 23 731
Total 38.072 42 640
- Sharc %) of Agricultury) Popula-
tion in*
Urban pop. 9,500 9 380
Rural pop, 88000 87 830
Population (millions)?
Agricultural 21.370 22 543
Nonagricultyral 16.702 20 097
Total 38.072 42 640
4. Households (millions)!
Agricultural 3.430 30619
Nonagricultyral 3.200 3 857
_Total 6.636 7.476
Y swpu@ied ngures from (ml{:
1700 ESUINALES 101 total and urban Population assunie 2.78 %/ and 4.2 " hal
from 1978 onwadls, respec ivelv Places with population of 10.000 or more inhe 1
regarded as urban. Source: S.ES. (1983 33-37) M ited
. A el
eI SR TBUICS 110 195073 (g of “Tumertekin (1975 12€ b
Dervis and Robinson c10en. ac. agre
Tolal ugricultural Population combines

ations Wi
) | rural and urban population
tural occupation, Nonagriculty s

z
It _ 1 g d 52
ag boowratand nonagriculiyry households have (".2’, 0 (1980

sons, respectively, as estimated from 1973 survey data in Dervis and Robinse

ral nonnlatiae
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TAR
Lt A2 P
2 Latimation of .
timation ol Net Disposable fncomes by Scetor of Origin, 1973-83
B i (Billion TL, current prices)
——- eumen I
1978 | 1933
f‘i-’chllurzll Sector!
b Volue added (L) 7115 101,31 2058 .03
O G e 0 51 BN ERE
e i‘[<j_tlzll‘lCLllltlx'anl disposab- -
4 Apeoame { b) 72 64 299.20 2043.60
N NA‘“,“IS‘L[“U” 1 {0 741 - 50.()1
iHZE)[;‘)E:“{CL[[[LII’LI| disposable o
N ,{_’ ¢ ) 0 84 o ¢ 997 07
| “I\jflfl eultural Sector” 7 291.79 1992.97
b, polue added (1.¢.) 192 51 84376 §726.77
(lm,:‘llk disposable income
¢ Workers® remi 245 80 1050.20 948730
d. (i1:<~ » 'S lcf\lllllexcc'~;(u)lal) 16 62 23.64 348. 10
\uh|‘?\‘ agricultural - dispo-
¢ G e 72 64 299.20 204360
I\M‘I’] ‘?("Til:-_'.t‘lcullurul dis-
. u]]‘?“‘”‘wmc( b oo W 156 54 127,36 7095. 60
|‘m)kl‘l‘“vlv‘hulc‘l enterprise
()thail.s“‘“‘d amortisation 10 76 . 5744 - 665.34
Net ! <lll\0['P|,~;:ui0n (.55 30.33 - 296.71
Pos: l“"”%“gJ’&‘ulluml dispo-
DPosable income 139 23 639.70
are maintained constant in

lor apr
agriculture, the ratios of (b 1)

1973 g3
' Or non: . .. - . .
RURTIRE. onagriculture, the clastieity ofiem (2f) with respect 10 (2a) is taken a3 1.2
atio ol ey A i .
ol (2 2a) iy maintained constant in 1973-83.
n and undisn'ihulcd proﬁl data.
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urces : SP . R
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