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Tax Incentives in Combating Disasters 
 

Ricardo Garcia Anton1 
 

 

Agenda 

 Fiscal measures for natural disasters 

 Tax expenditure (tax incentives) as a solution? 

 BEPS Action 5  

 Pillar 2 and incentives (general overview) 

 Pillar 2 and incentives (natural disasters) 

 

Natural Disasters 

• Natural disasters + climate change – earthquakes, floods, tornado 

• 50,000 victims (Turkey/Syria) 15 million people affected Reconstruction - $ 45 
billion 

• Morocco earthquake 5,000 victims Reconstruction - $11.7bn 

• Substantial economic deficits 

• Low-income countries tend to suffer disproportionately 

 

 

@IMF. Natural Disasters: Maximum Damage (Maximum annual impact, 1950–2015, in percent of GDP) 

                                                           
1 Assist. Prof. Ph.D, Tilburg University, School of Economics and Management, Department of Tax Economics, ORCID: 

0000-0002-0823-3170, R.GarciaAnton@tilburguniversity.edu  

https://research.tilburguniversity.edu/en/persons/ricardo-garcia-anton
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• Natural disasters raise government expenditure by an average of 15 percent and 
lowered revenue by about 10 percent over the five years following a disaster, 
leading to a substantial increase in the overall budget deficit (Melecky and 
Raddatz 2011). 

 

Reaction of the States 

1 – Direct financial aid – Public Finance/Fiscal buffers 

• Immediate recovery from damage for both humanitarian and economic 
reasons 

2 – Tax expenditure (tax incentives, tax relief) 

• tax measures are more suitably employed to provide long-term benefits 
in order to encourage investment in businesses that have been affected 
by natural disasters, especially to replace damaged business assets and 
infrastructure 

 

Natural disasters – public finance 

How to Manage the Fiscal Costs of Natural Disasters (IMF, 2018) 

Solutions in the area of public finance:  

1) Flexibility across budget chapters 

2) Contingency financing plans (self-insurance and debt instruments 

3) Build fiscal buffers in the budget (reserve up % - notional fiscal buffer for use during 
a future disaster)  

Fiscal buffers (direct grants) 

- Continued financed by contributions from income and corporate tax (Austria)  

-  Financed ad-hoc by debt (Germany) 

- Indonesia/Japan 

 

Fiscal measures for natural disasters 

New one-time taxes  

- One-time additional individual/corporate income tax, vehicle tax, real estate tax, 

- Concerns – distribute the economic burden among all the population/ only 
several sectors should bear the economic burden?  

- Turkish Constitutional Court (TCC) in its landmark decision in K.2001/63 (29 Mar. 
2002)-  

- Prof. Billur Yalti – financial burden must be spread among population (2020). 
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Tax expenditure 

• Reaction of Governments is tax expenditure (individuals and corporations) 

• We focus on corporations for this presentation 

• In Turkey - The force majeure provisions apply for taxpayers in the following 
places: Adana, Adıyaman, Diyarbakır, Elazığ, Gaziantep, Hatay, Kahramanmaraş, 
Kilis, Malatya, Osmaniye, and Şanlıurfa. The provisions are generally in place for 
the period from 6 February 2023 to 31 July 2023.  

• Bad and doubtful debts (debts subject to litigation/unpaid debts) – are 
expenses for tax purposes 

• Exemption on the Turkish one-time additional tax (5%-10%) 

• Exemption on income withholding tax on salaries for employees working 
in R&D centers in the areas affected 

• Investment incentives regimes for the areas affected 

• In other countries -  New Zealand (2011) – increased % in depreciation assets, 
full deduction of losses on destroyed buildings/ Japan (2011) – special 
deductions (tax credits up to 100% of the taxable base, special depreciation rates 
on assets; Italy (2016) tax credits for renovation costs  

 

• Italy – earthquake L’Aquila (2009)  

• Special Urban Zone – La Zona Urbana di 
L’Aquila (2012) 

• Favorable tax regime for small and 
micro enterprises which carry out their 
activities in the area 

• Companied not subject to liquidation or 
to bank 

• Exemptions of corporate income tax for 
the first years of activities and then the 
exemption is limited to a decreasing % 
of income. The exemption is granted up 
to EUR 100,000 of income of activity 
carried out in the ZFU 

• Exemption – regional tax on productive activities (IRAP) up to an amount 
of EUR 300,000 and property tax 

• Tax credits calculated on the basis of the costs of acquired assets in favor 
of enterprises investing in 140 municipalities of the regions affected by 
the earthquake 
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• The deductions (i.e. tax credits on re-investment), reductions on the taxable base 
(i.e. accelerated depreciation) – REDUCTION EFFECTIVE TAX RATE OF 
CORPORATIONS  

•  The International Monetary Fund (IMF) – Caution with tax expenditure (run 
counter principles good tax policy and trigger distortions of competition) - 2015 
Report 

• Investment would have been undertaken without them 

• Many low-income countries use costly tax holidays and income tax 
exemptions to attract investment, while investment tax credits and 
accelerated depreciation yield more investment per dollar spent 

• Cost-base incentives rather than profit-based ones 

• Involvement of stakeholders - Analysis of costs/benefits to debate 
country’s policy priorities 

• More transparency (prescribed in the law)   

• Fight against corruption practices (eliminate discretionary incentives) 

• More coordination among countries (code of conduct) 

 

BEPS Action 5 

• RISK - Some incentives granted for natural disasters could become permanent/ 
creation of Special Economic Zones like in Italy (L’Aquila) (preferential tax 
regimes) 

• The OECD Forum on Harmful Tax Practices (FHTP) has been conducting reviews 
of preferential regimes since its creation in 1998 to determine if the regimes 
could harm the tax base of other jurisdictions.  

• Targeting IP regime (Patent box). In 1998 Report - OECD 

• Non-taxation or low taxation of income derived from geographically 
mobile activities (financial activities) 

• The tax regime constitutes an exception (ring-fencing) 

• Transparency standards are not met (i.e. lack of clarity as to the criteria 
for applying the regime or lack of supervision). 

• No exchange of information. 

• All members of the BEPS Inclusive Framework must implement BEPS Action 5 – 
minimum standard 

• Definition of preferential tax regime 

• a) An artificial definition of the tax base.  

• b) Failure to adhere to international transfer pricing principles.  

• c) Foreign source income exempt from residence country taxation.  
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• d) Negotiable tax rate or tax base.  

• e) Existence of secrecy provisions.  

• f) Access to a wide network of tax treaties.  

• g) The regime is promoted as a tax minimization vehicle.  

• h) The regime encourages operations or arrangements that are purely 
tax-driven and  

                    involve no substantial activities.  

• BEPS 5 requires economic substance to get the tax benefit (nexus approach for 
IP regimes) 

• BEPS Monitoring (2023)– Turkey (not harmful tax regime 

• Problems – specific regime to revitalize areas affected by natural disasters could 
trigger harmful competition 

• Consolidate in time (more than 10 years) 

• Exemptions in CIT – link to the renovation and favor substantive work in 
the areas affected, BUT avoid the temptation of creating a harmful 
preferential tax regime 

• Headquarter regime  

• Holding company 

• Distribution and service center 

• Financing and leasing regime 

• Shipping regime 

 

Pillar 2 and Incentives  

• Granting tax incentives to companies in devasted areas by a natural disaster 
could have problems from the perspective of Pillar 2 

• OECD/G20 Statement on a two Pillar Solution to Address the tax challenges  from 
digitalization of the economy (2021) 

• Pillar 1 – create taxing rights for the Market jurisdiction 

• Pillar 2 – create a global minimum tax (15%) 
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• GLOBE rules apply to MNEs group with a revenue threshold of EUR 750 million 

• Calculate the Effective tax rate per jurisdiction (ETR) – jurisdictional blending 

• EFR = _____________________________________ 

 

  If ETR < 15%, GLOBE rules apply (top-up tax) 

 

• Pillar 2 (GLOBE) consists of two interlocking domestic rules: income inclusion rule 
(IIR) and undertaxed payment rule (UTPR) 

• IIR imposes a top-up on a parent company in respect to a constituent entity’s 
low taxed income 

• UTPR denies deductions to the extent that its low tax income is not subject to 
tax under IIR (backstop rule – if country of UPC has not implemented Pillar 2  

 

 

 

• GLOBE rules aim to stop tax competition/ prevent race to the bottom – eliminate 
incentives if the ETR < 15% 

• In S1, The top-up tax (in the previous example) –  

• 5% is applied by Turkey (IIR) on the excess profit (the net Global Income 
in Bahamas) reduced by a substantive carve-out 

• Substantive carve-out – routine profits from substantive activities are not 
subject to the top-up tax 

• SUM OF: 5% of  payroll costs of employees + 5% value of tangible Assets 
(property, equipment, natural resources) 

Covered taxes (taxes on income/profit) 

Net global income (net income/loss entities) 
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Pillar 2 and Incentives natural disaters 

• Pillar 2 (GLOBE) has an impact on the design of incentives for natural disasters 
(Risks) 

• Example - Accelerated depreciation and immediate expensing (bad 
doubts/assets) do lead to temporary differences (caused by the timing 
issues) that could cause the ETR to fall below the minimum rate (15%) 

• The implementation of QDMTT – allow the State to reduce CIT (be 
attractive), but also benefit companies that are not subject to Globe (< 
EUR 750 million) 

 

• Some policy issues to design incentives under Pillar 2 constraints: 

• Pillar 2 (revenue threshold EUR 750 million) – design tax incentives that 
affect small/medium-sized enterprises not subject to Globe rules 

• The application of the QDMTT  (lower CIT) but affect all entities, so it can 
trigger revenue loss 

• International shipping tax incentives are excluded from GLOBE– not 
really used in case of natural disasters 

• Concentrate tax incentives in other taxes (no CIT) – for example personal 
income tax and property taxes. Move to non-covered taxes 

• Qualified refundable tax credits (refund the amount of unused credit) 
and non-tax subsidies (government grants) are treated in the GLOBE 
formula for ETR as income (denominator) = less impact!  

 

Jurisdictional blending for GLOBE ETR calculation 

- Mixing of high-taxed and low-taxed income 

- Moderate the effect on highly profitable activities 
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The substantive-based income inclusion 

- GLOBE focuses on excess income (intangible-related income) 

- The carve-out – design a Economic Zone in an area with economic substance 

 

Conclusions 

• Public finance (buffers) versus Tax expenditure 

•  Tax expenditure – IMF (criticisms) + BEPS Action 5 and Pillar 2 – make state re-
design their tax policies 

•  Pillar 2 – effects of the interlocked rules (IIR, UTPR, QDMTT) 

•  Policy suggestions for tax incentives in areas affected by natural disasters 

•  Design tax incentives for small and medium-size companies out of scope 
of GLOBE 

•  Use refundable tax credit/direct subsidies (income in the formula) – less 
impact 

• QDMTT – allow to reduce CIT 

•  Design economic zones with substance (jurisdictional blending + 
substance carve-out) 
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Using Behavioral Public Policies to Ensure Voluntary                   
Tax Compliance 

 

Faruk Gözübüyük1 
 

 

Abstract  

As in the rest of the world, behavioral approaches are used in public policies in Turkey and these 
approaches are included in top policy documents. The Revenue Administration carries out studies to 
review and evaluate all applications and services offered to taxpayers with a behavioral public policies 
approach in a way that will increase taxpayers' tax awareness and voluntary compliance, to produce 
medium and long-term behavioral insight policies and to support them with experimental studies on the 
applicability of these policies. 
 
Keywords: Voluntary tax compliance, behavioral public policy, nudge, behavioral approaches, the impact 

of behavioral approaches on tax practices. 

JEL Codes:  H20, H24, H29 

 

1. Introduction 

Behavioural approaches are used in public policies  especially in OECD countries, in the world in 
general and in Turkey as well, and these approaches are included in top policy documents. As it 
is known, voluntary tax compliance is the correct, timely and complete fulfilment of tax 
obligations of natural and legal person who are taxpayers in accordance with the existing tax 
laws. 

The Turkish Revenue Administration carries out studies to review and evaluate all practices and 
services offered to taxpayers with a behavioural public policy approach in order to increase tax 
awareness and voluntary compliance of taxpayers, to produce medium and long-term 
behavioural insight policies and to support these policies with experimental studies on their 
applicability. In this study, the impact of behavioural approach policies on ensuring voluntary 
tax compliance is explained through the examples of the world and the Turkish Revenue 
Administration. 

 

2. Application of Behavioural Approaches to Public Policy 

The notion of behavioral approach policies, also known as behavioral insight, has gained 
global recognition and usage, particularly in the past few years. 

The integration of behavioural economics principles into public policies has become a 
priority agenda item in countries with the impact of the Nobel Prizes in Economics awarded in 
2002 and 2017. With their studies, behavioural economists have demonstrated the necessity for 
countries to direct individuals to make more rational decisions and to integrate behavioural 
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insight (nudge) approaches into public policies. They have systematically revealed the cognitive 
limitations that are frequently encountered in people's decision-making processes and have 
developed proposals for the integration of certain insights derived from behavioural economics 
findings into policy making. They examined how the public and private sectors should use 
behavioural science to guide people to make better decisions. 

Behavioural insight policies are complementary policies that increase the effectiveness 
of existing policies and are created on the basis of concrete knowledge and understanding of 
how people behave in practice by understanding the biases in decision-making processes rather 
than how people should behave in theory. 

The application of behavioural approaches to public policies is becoming more and more 
widespread in the world and in Turkey. Countries use behavioural approaches instead of existing 
public policies or as a complement to existing public policies and aim to transform individual 
behaviour into a form suitable for policy objectives. 

Behavioural approach policies are used in many areas such as increasing tax compliance, 
combating poverty, reducing unemployment, increasing personal savings and participation in 
insurance plans, increasing productivity in labour markets, promoting and improving health, 
increasing enrolment and attendance in education, increasing energy savings. 

 

3. Examples of Behavioural Approach Policies in the World and Turkey 

The behavioural approach has become a tool increasingly used by governments around 
the world, especially in recent years. In July 2010, the Behavioural Insights Team-BIT was 
established within the UK Cabinet Office and became the first behavioural insights team to be 
officially launched in the world. 

The behavioural approach has become a tool adopted by many governments and private 
companies around the world, especially by multinational organisations such as the OECD, the 
World Bank and the United Nations. Many countries, institutions and organisations around the 
world are implementing behavioural insights approaches either by establishing organisational 
units within their own organisations or by receiving support from organisations specialised in 
this field. 

According to the 2020 Form of Tax Administration (FTA) Survey, one third of FTA 
member countries use behavioural insights to fulfil their mission. For example, the Behavioural 
Insights Team (BIT) has carried out more than 780 projects and conducted at least 400 
randomised control trials in many countries in respect of 2018. In addition, countries such as the 
USA, France, Australia, Spain, Belgium, Costa Rica, etc. are carrying out important studies in this 
field. 

The implementation of behavioural approach practices in our country started with the 
establishment of the Department of Behavioural Public Policies and New Generation 
Technologies in the Ministry of Trade in November 2017. In the Turkish Revenue Administration, 
the implementation of behavioural approaches in public policies started with the establishment 
of the Behavioural Public Policy Development and Implementation Directorate within the 
Taxpayer Services Department in 2021. 

In order to apply these approaches to public policies and to measure the effectiveness 
of these policies, the Turkish Revenue Administration conducts randomised control experiments 
by tax type and prepares action reports, and at the same time designs studies for taxpayer 
services where these policies will be applied. 
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Some of the studies in which behavioural approaches are carefully and rigorously 
evaluated in order to change specific and highly significant taxpayer behaviours and to evaluate 
interventions in a robust manner are given below. 

 Awareness Study for Taxpayers who will submit declarations through the 2021 Ready 
Declaration System 

 Information Study for the Payment of MVT Debt within the Scope of Restructuring Law 
No. 7326 

 Information Study to Remind the 1st Instalment Payment of MVT for the Year 2022 

 Informing the Taxpayers who are required to make a declaration through the Ready 
Declaration System for the Year 2022 

 Information Study to Remind the 2nd Instalment Payment of MVT for the Year 2022 

 Informing Taxpayers via SMS during the Prosecution Process 

 Informing the Taxpayers who submitted their Income Tax Declaration and did not pay 
the 1st Instalment  

 Informing Income Taxpayers who do not submit their VAT Declaration and those who 
submit but do not pay their VAT Declaration  

 Voluntary Compliance Study for New Taxpayers 

The interventions made by the Turkish Revenue Administration in tax declaration and 
collection processes by using behavioural approach policies have led to significant increases in 
tax collection/assessment rates and new taxpayer registration. 

 

4. Conclusion 
Behavioural public policies have started to be used intensively within the scope of 

voluntary tax compliance of taxpayers in the Revenue Administration in our country as in the 
whole world. In this context, in all tax processes from the initiation of tax liability, filing of 
declarations, payment of tax, forced collection processes and other duties and obligations; 
letters, SMS, e-mail or other communication channels are used effectively as a system that 
nudges taxpayers in advance and guides their behaviour positively. The Turkish Revenue 
Administration continues its activities in cooperation with international organisations, 
particularly the OECD, and by following the developments in this field in the world. 
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Evaluation of Incentives within the Scope of the State Supports 
Decision in Investments Specific to the Mining Sector and           

the Issues that are Special in Practice 

 

Taner Ercan1 

 

Abstract 

The growth, development and increase in employment of a country is possible by reaching the targets to 
be determined within the framework of economic development and growth policies. In order to achieve 
the determined goals, the state expects the stakeholders in the economic life to contribute to the 
development goals in the activities, sectors and areas where they can create added value. While doing 
this, investment incentive programs are among the tools that the state basically resorts to. With the said 
investment incentive systems, it aims to achieve the economic goals it has determined, to reduce regional 
development differences, to increase foreign direct investments, to support advanced technology 
investments and to make investment planning on the basis of economies of scale. The investment 
incentive system, which has found application in different titles for many years in Turkey in this regard, 
has been shaped within the framework of the 2012/3305 Numbered Decision on State Aids in Investments 
with the latest regulation. The investment incentive decision is basically shaped on regional and general 
incentive applications and priority and strategic investment incentives. “Mining and mineral exploration 
investments”, which are within the scope of “priority investments”, which are evaluated within the 
framework of investments for the production of high-tech products, are important. The promotion of 
mines at every stage of our lives has a distinctive feature in line with the said decision. In this context, the 
main purpose of the study is to evaluate the tax incentives within the scope of the state aid decision, 
other supports and the specific issues in practice in investments specific to the mining sector. 

 
Keywords: Investment, Mining Industry, Incentive System, Incentive. 
JEL Codes: P33, L72, O31. 

 

1. Introduction 

The growth, development and employment of countries in the economic framework is possible 
by reaching the targets they have determined within the scope of economic development and 
growth policies. In order to achieve the predetermined goals in this direction, the state expects 
the stakeholders in the economy wheel to contribute in line with the goals of economic 
development in activities, sectors and fields where they can create added value. In this process, 
there are many tools that the state basically resorts to in order to achieve economic 
development goals, among which the leading investment incentive programs are. The state aims 
to achieve the economic goals it has determined with investment incentive systems, to reduce 
regional development differences, to increase foreign direct investments, to support advanced 
technology investments and to make investment planning on the basis of economies of scale. 
The investment incentive system, which has found application under different headings for 
many years on investment incentives in Turkey, has been shaped within the framework of the 
Decision on State Aids in Investments with the latest regulation. The investment incentive 
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decision has been shaped mainly in the context of regional and general incentive practices and 
priority and strategic investment incentives. Additional exceptional support was provided to 
certain sectors and strategic investments that would reduce imports. “Mining and mineral 
exploration investments”, which are evaluated within the framework of investments for the 
production of high-tech products and included in the scope of “priority investments”, are among 
the investment support topics that are extremely important in this regard. In this direction, 
there are some application differences specific to mining activities in the decision. The 
promotion of mines at every stage of our lives has a distinctive feature in line with the said 
decision. In this context, the main purpose of the study is to evaluate the tax incentives, other 
supports, and the issues that are specific in practice at the executive stage, which are included 
in the decision of state aid in investments within the framework of the mining sector. 

2. The Place of Incentive and Investment Concepts in the Context of the 
Historical Process in Turkiye 

In general terms, investment in terms of usage area; The directing of economic variables 
to a certain channel in order to make a profit can be expressed as an activity of providing value 
by using it in line with the said purpose (Balçık, 1992: 2). The concept of investment varies with 
its application areas and is classified at different levels, these are; gross investment-net 
investment, stimulated investments-autonomous investments, real investments-financial 
investments, infrastructure-superstructure investments, public investments-private sector 
investments, compulsory investments and extended investments (Dağ and Çelik, 2018: 865). 
Incentive can be expressed as financial and non-material support, encouragement and 
assistance provided by the state through various methods in order to ensure that a certain 
economic activity develops faster than its counterparts (Zee, et.al., 2002: 1498). According to 
the definition of OECD, incentives are “government measures prepared to affect the size, region 
and sector of an investment by affecting the cost or potential profit of an investment or by 
changing the risks associated with the investment” (Çatal, 2010: 289). In the context of another 
definition, incentives are “tax incentives to provide tax relief and privileges to certain economic 
elements or activities by making changes in tax legislation in order to achieve predetermined 
macroeconomic targets” (Shah, 1995, 2). As it can be understood from these definitions, there 
is the idea of directing resources to more beneficial, beneficial, effective and productive areas 
in terms of the country's economy at the root of the concept of incentive. The important point 
in the process is the ratio between the economic outputs of the supported areas and the public 
revenues given up in return for the concessions made due to the incentives. A beneficial 
incentive system can be mentioned if the targeted levels and goals in the economy have been 
achieved due to the incentives given, and if these are higher than the public revenues that are 
given up (Tekin, 2006: 301). Many countries in the world have established incentive systems 
consisting of various instruments, especially by considering investments and the element of 
investments in the context of international competition. In the historical process, the incentives 
applied to protect domestic industries from foreign unfair competition, new direct capital needs 
with the effect of globalization, new market and raw material demands, low-cost production 
and new technology needs have a structure that encourages foreign investors, entrepreneurs 
and foreign trade. (Erdoğan, 1990: 3). When the historical process of incentives applied in Turkey 
is examined, it is observed that there are some incentive systems focused on investment, 
production, export, regional development levels and foreign direct investment in different 
periods (Kutlar and Cemal, 1996: 12). Although the first regulation in this direction during the 
Ottoman Empire was the "Encouragement-i Industry Law Provisioning" dated 14.12.1913, the 
basic handling of the process goes back to the "Islah-ı Industry Commission" established in 1863. 
An important development regarding investment incentives in Turkey is the "incentive system 
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numbered 2009/15199, which was published in the Official Gazette dated 16 July 2009 and 
numbered 27290" (Tuncer, 2009: 2). The system in question was planned as an incentive system 
that regulates the support of provinces with incentive tools by examining their qualifications 
and capacities first and taking into account their potential in this direction. Although the 
incentive system numbered 2009/15199 was wider than previous incentive systems and 
approaches, it could not respond to the rapid developments encountered in economic life as 
expected. For this reason, in order to eliminate the economic risks and to produce high-tech, 
high-quality strategic products, to ensure the continuity of growth rates in line with macro 
targets, to replace imports and to use external resources effectively, the incentive system 
numbered 2009/15199 is more efficient and is encouraged. The need for a new regulation that 
increases the elements of In this respect, with the "Decision on State Aids in Investments" 
published in the "Official Gazette dated 19 June 2012 and numbered 28328", new arrangements 
were made in the existing incentive system and the number of regions was increased to 6. 
Within the framework of the Decision numbered 2012/3305, “in line with the targets envisaged 
in the development plans and annual programs, directing savings to investments with high 
added value, increasing production and employment, encouraging regional and large-scale 
investments and strategic investments with high research and development content, which will 
increase international competitiveness, and encourage international direct investments. It is 
aimed to increase regional development disparities, to reduce regional development disparities, 
to support investments and research and development activities for clustering and 
environmental protection” (2012/3305, 2012: 1). 

 

3. Arrangements in the Decision on State Aids for Investments Numbered 
2012/3305 within the Scope of Mining Sector 

In 2012, after the legal changes, an important step was taken to encourage the mining 
sector and the "Decision of the Council of Ministers on State Aids in Investments dated 
15.06.2012 and numbered 2012/3305" was published. In the decision, a special regulation was 
made for the mining sector. As stated in clause g of article 17 of the decision numbered 
2012/3305, “mineral extraction and/or mineral processing investments” are included among 
priority investments in this context. Thus, investments made within the framework of mining 
were given the opportunity to benefit from the incentives within the 5th Region, regardless of 
where or in which region of the country they are located. However, in the relevant article of the 
decision, “I. group mines and gravel investments defined in the Mining Law No. 3213, and the 
extraction and/or processing investments to be made in the province of Istanbul” are excluded 
(2012/3305, 2012: 17). Within the framework of the decision, many important support elements 
were brought to “mineral extraction and/or mineral processing investments”. Incentives and 
supports provided for the mining sector within the scope of the decision numbered 2012/3305; 
It is “customs tax exemption, value added tax exemption, tax reduction, interest support, 
employer's insurance premium support and insurance premium worker's share support (sixth 
region)”. Among the most important of these supports is tax deduction for entrepreneurs who 
operate in the mining sector and invest. Pursuant to the provision titled “tax reduction” of the 
decision numbered 2012/3305, “In the investments to be made within the scope of regional 
incentive applications, income or corporate tax is applied with a discount at the rates specified 
below, within the framework of Article 32/A of the Law No. 5520, until the projected 
contribution amount is reached” (5520, 2006: 32/A). 
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4. Conclusion 

An important change, different from the previous regulations in the Decision on State 
Aids in Investments numbered 2012/3305, is the inclusion of the mining sector among the 
“priority investment issues”. The mining industry is indispensable for the world and national 
economy, it is a sector that we benefit from at every stage of life and that contributes to many 
business areas. Therefore, it has a privileged place in economic life. Turkey is among the leading 
countries in the world in terms of mineral diversity and reserves, but the orientation of these 
ores to economic life and export is very low within the economic capacity. Therefore, it is 
necessary to support the sector in order to increase the production of mineral raw materials and 
to make serious contributions to the country's economy with ore enrichment investments. The 
sector has a special structure consisting of natural resources that require large capitals, involve 
risky R&D processes, do not allow freedom to choose investment areas and are subject to 
depletion of capital. Due to these characteristics, they should not be taxed like businesses in any 
sector, and sector-specific tax policies should be applied. With the decision numbered 
2012/3305, important steps have been taken in this regard, but there are some issues that need 
to be improved and renewed within the framework of changing and developing economic 
conditions. These issues should be considered as outlined below. Necessary arrangements 
should be made regarding the elimination of the disadvantage of the intermediary institution 
with interest support in article 13 of the Communique No. 2012/1, inclusion of ore enrichment 
facilities established for the mining sector within the scope of strategic investments in the 
incentive decision, SSI incentive for expansion investments, and inclusion of support for state 
rights in mines in the decision. Public resources will be directed to appropriate and correct 
sectors. In addition, thanks to the incentives in line with the realities in the national and world 
economy, it will be possible to make a higher level of contribution to the economy with the 
efficiency and efficiency to be provided in the distribution of public resources through incentives 
and supports. 
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Abstract 

Initiatives combining new ideas with technology or R&D activities and turning them into business are 
described as startups. These new ventures draw attention with the investments they receive and grow 
rapidly and turn into important economic businesses. The capitals that the new ventures have received 
from outside together with the investments bring the premium on issued shares gain and its exception. 
However, after the February 2023 earthquake in Turkey, the supplementary tax on the corporate tax 
introduced by the Law No. 7440 to finance extraordinary expenditures came into effect, containing the 
exception of premium on issued shares. This supplementary tax, which will be charged only once, on the 
exceptions and deductions related to the corporate income of 2022, will affect the startups directly. Thus, 
10 percent of the capital received by the startups in 2022 will be paid to the treasury as tax within the 
scope of premium on issued shares exception. However, since the procedures for showing premium on 
issued shares in the accounting and corporate tax returns differ, it may result in not declaring the income 
and not paying the supplementary tax (in violation of the law). 

 
Keywords: startup, capital venture, premium on issued shares, supplementary tax, exception on premium 
on issued shares 
Jel Classification: H26, H83, M41 
 

1. Introduction 

The word “startup” is not legally defined in Turkiye. It is more commonly translated as 
an initiative or a new venture in Turkey. However, in practice, the concept of startup can be 
defined as a business that is about to be incorporated or has been incorporated in order to 
generate commercial income by putting forward a business idea and at the same time is suitable 
for finding investors in the future. These businesses are concentrated in areas such as mobile 
applications, internet and computer games, cloud-based software, and obtain the necessary 
investment to grow from investors who invest in these areas. 

At this point, the investments received by startups were subject to a one-off 
supplementary tax in 2023. Although supplementary tax does not target startups, they will be 
subject because they generate emission premiums in return for the investments they receive. 
Since the procedures for showing the emission premiums in the accounting and corporate tax 
tax return differ, it may result in not declaring the income and not paying the supplementary tax 
(contrary to the legislation).  

The article examines the supplementary tax introduced for the purpose of combating 
disasters in terms of its reflection in the startup ecosystem and tax implementations. 
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2. Supplementary Tax and Startups: Premium On Issued Shares 

2.1. How Premium On Issued Shares Appears for Startups? 

Turkey has an important place in terms of the country's economy,2 attracting more than 
USD 1 billion in investments in recent years and contributing significantly to direct investments. 
Although there are various calculations, the investment amount exceeded USD 1.74 billion in 
2022, the highest level in Turkey. In fact, Turkey is home to the world's largest and most invested 
startups in the computer and computer-based gaming sector.3 

Startups sell their shares for much more than their nominal value. There are two reasons 
for this. First, they consider its present value of cash flows and future potential income. Second 
is that in order not to affect the voting, management and dividend rights to their detriment to a 
great extent and not to lose control of the company, companies want to sell the shares they 
issue at a price above their nominal value when making capital increases. They sell the new 
shares issued during the capital increase to investors at a price above the issue value (nominal 
value). In this case, the first owners of the startups that put forward the new idea continue to 
have rights and control, but they obtain the large capital brought by the new investor for their 
financial needs and growth. This transaction (profitable sale of shares for more than their 
nominal value) is called an emission premium for tax purposes. 

Since the emission premiums arising in this way are also exempt from corporate tax, the 
entire investment (increased/acquired capital) can be used to meet the needs of the company. 
However, with the supplementary tax introduced by Law No. 7440, 10% of these emission 
premiums must be paid as tax. The supplementary tax, which is expected to be transferred to 
the Treasury in 2023, can be estimated at 174 million dollars when calculated over the 
approximate investment amount received in 2022. 

 

2.2. Disruptions Arising from supplementary Tax 

As of the date of this article, the Ministry of Treasury and Finance has not published any 
statistics on the collection of the supplementary tax, nor has it published any data on the accrual 
and collection of the supplementary tax corresponding to the emission premium within the 
supplementary tax.  

When new ventures (startups) receive investments from the investment community, 
they sell the capital they raise at a value above the nominal value, resulting in an emission 
premium. The term "emission premium" is defined in the General Communiqué on Corporate 
Tax Serial No. 1. Article 5/1-ç of the Corporate Tax Law No. 5520 states that "The portion of the 
price of the shares issued by incorporated companies during their establishment or capital 
increase exceeding the nominal value" is exempt from (corporate) tax.  

According to the uniform chart of accounts within the scope of the General 
Communiqué on Accounting System Application No. 1, "520. PREMIUMS on ISSUED SHARES: 
Amounts resulting from the sale of newly issued shares at a premium are tracked in this 
account.” According to the uniform accounting plan explanations, emission premiums would not 
be transferred to the income statement accounts by being tracked in the balance sheet account 
and therefore would not be reflected in the tax return. However, in the Corporate Tax Circular 
No. 6, it is stated that "commercial profit will be recorded in the line of commercial profit, this 

                                                           
2  Statistics of countries. https://dealroom.co/guides/global-venture-capital-monitor accessed in 03.05.2023 
3  Startup Centrum, https://startupcentrum.com/tr/rapor/2022-turkish-startup-ecosystem-investment-report 

accessed in 03.05.2023 
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amount will include all corporate profits including exceptions and discounts, amounts not 
tracked in the books in this way will be added to the "Not Legally Acceptable Expenses" (add-
back) (KKEG) line, then emission premiums "will be written in the relevant exception line". 
Emission premiums are followed in the No. 520 Stock Issuance Premiums account, but they are 
subject to deduction by first adding them to the KKEG line on the tax return and then writing 
them into the Emission Premium exception line. 

Article 10/27 of Law No. 7440, which introduced the supplementary tax, states that "An 
supplementary tax at the rate of 10% is calculated and paid on the discounts and exemptions 
deducted in the corporate tax return." According to this provision, supplementary tax at the rate 
of 10% on the exemptions (such as emission premium) deducted on the tax return will be 
collected to cover extraordinary public expenditures. In the Law No. 7440 General Communiqué 
No. 3 on the Restructuring of Taxes and Some Other Receivables, "(2) In accordance with the 
regulations in Law No. 5520 and other Laws, it is essential that the exemptions and discounts 
that are entitled to be shown in the return, and the supplementary tax accrued due to the 
discounts and exemptions that are not shown in the tax return or shown in the tax return but 
not included in the discounts / exemptions lines is collected together with the tax loss penalty 
and default interest.", it is not possible to avoid supplementary tax by not showing the emission 
premium in the tax return. According to this provision, qualifying for the exemption is deemed 
sufficient to pay supplementary tax. 

In this context, the emission premium is a transaction that is not already recognized as 
income in the accounting system. Therefore, in essence, it is a transaction that is not recognized 
as income. Such emission premiums are used for the needs of the company and are not actually 
passed on to the shareholders. However, since it increases the shareholders' equity, it is 
considered that it is regulated as an exception in the corporate tax law in order to leave no room 
for doubt.  

Despite the different interpretations on the nature of the emission premium, it is an 
investment amount that is necessary to meet the needs of the companies and to ensure the 
planned growth. Moreover, in the accounting system, it is recorded as capital reserves as a part 
of capital (equity). Thus, this resulted in the taxation of capital, causing both an inconsistency in 
the technique of income taxation and a disadvantageous position of investment amounts under 
the supplementary tax burden.  

 

2.3. Startup Ecosystem after Supplementary Tax 

In Turkey, as in the world, startups are usually formed digitally, providing goods/services 
over the internet, without having a large tangible asset (workplace, store, factory, etc.). For 
example, a gaming startup that has received millions of dollars of investment can provide 
services with a small number of employees from wherever there is a computer. Thus, it can be 
very easy and fast for companies to move to another country as a legal center. Investments 
made by foreign investors are also deterred by the supplementary tax. Although no statistics 
are available yet, interviews with sector representatives indicate that this is the case.  

Although the lawsuits filed regarding the supplementary tax have not been concluded 
yet, it is known that many startups have filed suit due to the supplementary tax imposed on the 
premiums on issued shares. 

There will be a dispute between taxpayers and the tax authority on whether the 
emission premium should be sufficient to show in the accounting system or should be added to 
the related line in the tax return. This situation also might  be found via risk analysis. For this 
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reason, taxpayers may be referred to an investigation on the possibility of tax loss. Cross-
checking financial statements and tax returns is one of the risk analysis methods. On the other 
hand, written, visual and online news are also filtered in the risk analysis system, and news that 
may cause tax loss are referred for review. In this context, risky taxpayers can be identified from 
the news that startups have received investments, even though the risk is not detected in their 
financial statements and tax returns even though they earn emission premium earnings. 

 

3. Conclusion 

Emission premiums are a natural consequence of so-called startups after they receive 
investment. Today, emission premiums are most often mentioned for startups. These new 
initiatives should be supported and used as an important attraction in the new economic order. 
In fact, the emission premium earnings exemption, which was an advantage for startups in this 
context, has tended to turn into a disadvantage with the supplementary tax.  

In my opinion, the most negative impact of the supplementary tax will be on the startup 
ecosystem. It is experienced by industry stakeholders that there is a tendency to discourage 
investments to be attracted from abroad or that these companies tend to be established abroad 
instead of Turkey. It should be ensured that these capital inflows, which are direct investments, 
are not adversely affected. At the same time, although it is known that the companies in this 
scope have filed a lawsuit against the supplementary tax arising from the emission premium 
earnings exemption, it is considered that there is a possibility that they may be subject to tax 
inspection in the future due to the difference in accounting and tax return.  

In this case, the economic function of taxes used to finance extraordinary expenditures 
should also be taken into account. 
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With globalisation, the removal of borders between countries has enabled the free 
movement of goods, capital and services without any restrictions. Developments in technology 
in the globalising world have led to a change in the traditional understanding of work and the 
widespread use of remote working; artificial intelligence applications and developments in the 
internet of things have led to the emergence of a new working order. This situation has directly 
affected the qualified labour force. The development in information and communication 
technologies has enabled the qualified labour force to perform a job by working remotely 
without being tied to any place. However, qualified labour force may migrate from one country 
to another country due to expectations for higher wages, expectations for living standards, 
expectations for research and development opportunities, high tax rates, low wages, limited 
opportunities for research and development activities, concerns about the future, etc. The 
migration of qualified labour force to another country for various reasons and starting to work 
in that country is called brain drain. 

With brain drain, there is a transfer of qualified human capital power from developing 
countries to developed countries. As a matter of fact, qualified labour force will shape the future 
of a country, especially in economic and social terms, create added value and contribute to the 
country's progress towards becoming a developed country. Countries are in an effort to attract 
qualified labour force to their own countries. In addition to this, it is seen that countries have 
recently made various arrangements to prevent the migration of qualified labour and the return 
of those who migrate. At this stage, tax policies are used as a tool for both preventing brain drain 
and encouraging reverse brain drain. 

A suggestion on taxation of brain drain has been made by Bhagwati. Bhagwati suggested 
that in order to reduce the problems caused by brain drain, an additional income tax should be 
imposed on the earnings of the migrating skilled labour force in the countries they migrate to 
and the taxes collected in this way should be directed to the developing country for 
development expenditures. However, Bhagwati's suggestion has not been implemented. Today, 
countries are in an effort to prevent the migration of qualified labour force to other countries 
through tax incentives such as tax exemptions and exceptions, tax deductions and to ensure the 
return of those who have already migrated. For example, tax exemptions in countries such as 
Italy, Greece, Sweden, the Netherlands and France; fixed tax rate instead of progressive income 
tax tariff in countries such as Spain, Denmark and Finland; tax exemption in Poland; and tax 
exemptions and tax reductions in Turkey aim to prevent brain drain and reverse brain drain and 
brain gain. 
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The main objective of this study is to reveal the role and effectiveness of tax policies in 
preventing brain drain and encouraging reverse brain drain and brain gain. In this context, the 
study focuses on the tax policy preferences of 10 European countries, including Turkey, 
especially for reverse brain drain and brain gain. In the study, firstly, the concept of brain drain 
and its causes are explained and then the tax incentives used by selected countries for brain 
drain are analysed. When we look at the country practices, it is seen that tax incentives are 
applied both to prevent brain drain and to encourage reverse brain drain and brain gain. 
Developed and high-income countries such as Denmark, the Netherlands and Sweden focus 
more on brain gain. As a matter of fact, these countries have high levels of welfare, economic 
stability, offer high incomes to skilled people and for these reasons, they do not face the risk of 
brain drain. Therefore, these countries try to attract skilled people from other countries by 
focusing on brain gain instead of preventing brain drain and encouraging reverse brain drain. 

Tax incentives provided by countries for brain drain may cause various problems in tax 
systems. Incentives for brain drain lead to the formation of a privileged group of taxpayers 
subject to a special tax regime and undermine the principles of equality and justice. In addition, 
the incentives given by countries especially for brain gain cause a race to the bottom in income 
taxes. When we pay attention to the tax incentives applied in our country, it is seen that the 
goal of preventing brain drain is at the forefront. Our country should not be left out of the race 
in this regard with the tax and other incentives to be implemented. 

 

Keywords: Brain Drain, Reverse Brain Drain, Tax Incentives 
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Abstract  

The growing impact of global warming has increased the global trend towards renewable energy 
resources instead of fossil fuel-based energy consumption, particularly in the EU, and has brought the 
circular economy to the fore. As a result, energy systems and policies around the world are changing 
rapidly. In this study, the financial incentives for sustainable energy sources and zero carbon energy in 
Turkey and in the world, the current regulations, and the problems that make it difficult to comply with 
the European Green Deal were evaluated through a survey of companies in Manisa and Izmir.  

The sample selection for the survey was determined as the companies located in the Manisa Organised 
Industrial Zone and the companies located in Izmir affiliated to the Aegean Region Chamber of Industry. 
As a result of the statistical analysis to be carried out, the status and attitudes of the companies in terms 
of green energy use, their current problems, and awareness in terms of sustainable economy were 
determined.  

 
Keywords: Sustainability, Green Energy, Carbon Tax, EU Green Deal, Fiscal Incentives, Circular Economy 
JEL Codes: K34, C42,Q48, Q01 

 

1. Introduction 

As part of the circular economy, it has become a necessity to prefer green energy 
sources instead of polluting energy. Therefore, financial incentives to develop clean energy 
sources and regulations on carbon taxes are among the instruments used to accelerate this 
transformation. In Turkey, the use of renewable energy resources has been encouraged within 
the framework of the Renewable Energy Law, Investment Incentive Plan, which entered into 
force in 2005. In 2016, the Regulation on Renewable Energy Resource Areas was published. In 
addition, Turkey's goal of becoming carbon neutral by 2050 in line with the transition to a low-
carbon economy with the EU Green Deal brings with it many constraints, especially for the 
manufacturing industry. In the study, firstly, the importance of circular economy and renewable 
energy is evaluated. After discussing the situation of renewable energy sources in the world, 
financial incentives for renewable energy and Turkey's situation, a survey was conducted with 
companies in various industries in the field of circular economy and government incentives 
within the scope of sustainable energy. The survey evaluated the attitudes, compliance, and 
perceptions of the firms regarding the existing regulations. The results obtained were 
statistically analyzed. It was tried to identify Turkey's shortcomings in the industrial field in terms 
of circular economy compared to the global scale. 
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2. Circular Economy and Renewable Energy 

Circular economy is an approach that aims to reduce environmental pollution and aims 

to establish a circular relationship between resource use and waste (Rizos et al., 2017: 4).  

To realize the circular economy, the European Union renewed and expanded the 

Circular Economy Action Plan (CEAP) in 2020. According to the plan, the EU's transition to a 

circular economy will reduce pressure on natural resources and create sustainable growth and 

employment.  In this context, the European Union has prepared a roadmap covering the 

structural and technological changes required for a sustainable economy by 2050 (Bianco, 2018: 

238).  

By promoting the use of renewable energy sources, the circular economy model helps 

to reduce environmental pollution through the reuse and recycling of waste. The fact that 

renewable energy resources can be provided within national resources, in terms of reducing 

foreign dependence in this context and contributing to the circular economy, and its superior 

aspects such as its environmentally friendly structure have caused it to gain an important place 

among today's energy resources. These resources are solar, wind, biomass, hydroelectric, 

geothermal, hydrogen and wave energy. These resources are energy resources that are re-

existing at a faster rate than they are consumed (Özarslan & Bayraç, 2018:382).  

In 2022, the leading countries in terms of renewable energy installed capacity were 

China, the USA and Brazil. In Turkey, the potential for renewable energy resources is high and 

the use of these resources can be increased. Renewable energy sources in Turkey include wind, 

solar, biomass and geothermal. As of the end of June 2022, the installed capacity based on wind 

energy is 10.81% of the total installed capacity.  According to the Solar Energy Potential Atlas of 

Turkey (GEPA), the share of solar energy-based electricity in total installed capacity is 8.35%. 

The installed capacity based on biomass and waste heat energy is 2.14% of the total installed 

capacity by the end of June 2022. Turkey ranks first in Europe in terms of geothermal potential 

and is the fourth country in the world in terms of installed capacity. In Turkey, its share in total 

installed capacity is 1.66% (https://enerji.gov.tr/eigm-yenilenebilir-enerji-kaynaklar-ruzgar). 

 

3. Financial Incentives and Legislation for Renewable Energy in Turkey 

The legal infrastructure for the support of green energy in Turkey was established with 

the Law No. 5346 on the Utilization of Renewable Energy Resources for Electricity Generation.    

Law No. 5346 emphasizes renewable energy sources such as solar, wind and geothermal 

alternatives. Manufacturing industry companies can meet their own energy needs by choosing 

the most appropriate of these sources. The Regulation on Renewable Energy Resource Areas 

reflects Turkey's aim to promote sustainability and domestic production in the energy sector. 

The Regulation encourages the domestic production or procurement of high-tech components 

used in electric power generation facilities based on renewable energy sources. The Regulation 

regulates the processes for the establishment of renewable energy resource areas (RERA) and 

the rapid allocation of these areas to investors. The European Union's (EU) Green Deal is an 

ambitious framework that aims to transform the continent into a carbon neutral economy by 

2050. It places a strong emphasis on promoting and supporting renewable energy sources. 
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4. Opinions and Evaluation of Companies in Manisa and İzmir on 
Renewable Energy Incentives and Green Energy Use 

4.1. Method 

A questionnaire was prepared to assess the effectiveness of renewable energy policies 
and financial incentives for the manufacturing industry in Turkey and to determine the 
awareness of firms on the use of renewable energy. The target group of this survey included 753 
SMEs and large enterprises in Manisa and İzmir provinces with NACE code manufacturing 
(between 10 and 32). IBM SPSS Statistics 22 and IBM AMOS 23 software packages were used to 
analyze the data. 

 

4.2 Survey Results 

In the study, Cronbach's α value was calculated as 0.753. In addition, the analysis of 
variance showed that the scale was additive (Nonadditivity: F: 0.427 and p-value: 0.514>0.05). 
Since none of the twenty questions reduced the reliability of the questionnaire (Cronbach's 
Alpha if item deleted > 0.5 for all questions), no question was deleted. When the participating 
companies are analyzed; 56.3% of the companies are large enterprises (Number of Employees 
+250 and Balance Sheet > 500M TL) and 43.7% are SMEs (50 > Number of Employees < 250 and 
Balance Sheet < 500M TL). When the ownership structure of the firms is analyzed; 77.5% of the 
firms are domestic, 16.9% are foreign, 4.2% are domestic and foreign partnerships and 1.4% are 
foundation firms. 54.9% of the companies are from the main industry and 45.1% from the sub-
industry.  

The responses to the question "What is the most important challenge your organization 
faces in the transition to renewable energy?" are shown in Table 1. 

 

Table 1. What is the Most İmportant Challenge in the Transition from Fossil Fuels to 
Renewable Energy? 

 What is the most important challenge in the transition from fossil fuels to renewable energy? 

Not 
availab
le 

OIZ 
Rule
s 

Difficulti
es 
finding a 
reliable 
supplier 

Difficulty in 
sharing 
costs, 
responsibiliti
es, and 
profits with 
the owner in 
the business 
we are 
renting 

Facilitating 
the self-
consumpti
on model 
in terms of 
legislation 
will 
increase 
unlicensed 
production 
capacities. 
The most 
important 
problem is 
the lack of 
land for 
capacity 
connection 
permits. 

Lack of 
available 
land and 
long-term 
self-pay 
financing 
for 
investmen
ts in 
SPPs etc. 

Difficultie
s in legal 
regulatio
ns (We 
are not 
allowed 
to install 
SPP on 
our roof 
because 
the 
transform
er 
capacity 
is full in 
our 
region)  

Return 
on 
investme
nt is very 
slow 

Lack of 
knowled
ge on 
renewabl
e energy 

Inadequa
te 
incentive
s for 
renewabl
e energy 

Renewabl
e Energy 
Investmen
ts 
Increase 
Productio
n Costs 

TOTAL 

Choose 
the size of 
your 
company? 

 
 
 
 
 
1 

 
 
 
 
 
1 

 
 
 
 
 
1 

 
 
 
 
 
0 

 
 
 
 
 
1 

 
 
 
 
 
0 

 
 
 
 
 
0 

 
 
 
 
 
14 

 
 
 
 
 
3 

 
 
 
 
 
7 

 
 
 
 
 
12 

 
 
 
 
 
40 

Large 
enterpris
es  

SMEs 0 0 1 1 0 1 1 5 1 13 8 31 

TOTAL 1 1 2 1 1 1 1 19 4 20 20 71 
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The answers to the question "Which of the financial incentives within the scope of 
renewable energy does your organization benefit from?" are shown in Table 2. 

 
Table 2. Which of the Financial Incentives within the Scope of Renewable Energy does Your 

Organization Benefit from? 

 Which of the financial incentives within the scope of renewable energy does your organization benefit from?  

Waste 
Heat 
Recycling 
Investme
nt 
Incentives 

Waste Heat 
Recycling 
Investment 
Incentive, 
Turbine 
Generator 
and Wind 
Blade 
Manufacturi
ng 
Investment 
Incentive, 
Wind Energy 
Investment 
Incentive 

No 
Informatio
n 

I 
don't 
know 

Solar 
Energy 
SPP 
Investme
nt 
Incentive 

Solar 
Energy 
SPP 
Investme
nt 
Incentive, 
Efficiency 
Enhancin
g Project 
(VAP) 
Support 

None 
of 
them 

None, 
electric 
vehicles 
and 
chargin
g 
stations 

None of 
them can 
apply for 
any 
incentive
s 
because 
we 
cannot 
get a 
SPP 
permit. 

Incentive 
for Wind 
Energy 
WPP 
Investme
nt 

Productivity 
Improveme
nt Project 
Support 

Investme
nt 
Incentive 

Total 

Choose 
the size 
of your 
compan
y? 

 
 
 
 
 
 
0 

 
 
 
 
 
 
1 

 
 
 
 
 
 
0 

 
 
 
 
 
 
1 

 
 
 
 
 
 
10 

 
 
 
 
 
 
3 

 
 
 
 
 
 
21 

 
 
 
 
 
 
0 

 
 
 
 
 
 
0 

 
 
 
 
 
 
1 

 
 
 
 
 
 
2 

 
 
 
 
 
 
1 

 
 
 
 
 
 
40 

Large 
enterpris
es  

SMEs 1 0 1 0 12 0 14 1 1 0 1 0 31 

TOTAL 1 1 1 1 22 3 35 1 1 1 3 1 71 

 

“Do you think renewable energy incentives should be a priority for government 
policies?” All participants answered yes to the question. 

Based on the analysis of multiple-choice questions, the analysis of the 20-question Likert 
type question in the survey was carried out. The highest score in the survey (mean: 4.789; 
standard deviation: 0.5047) was '4.8. 'The types and amounts of incentives for renewable energy 
consumption should be increased' is the question. Then ‘4.10. The question 'Transition to 
renewable energy is an urgent need' (mean. 4.648; standard deviation: 0.5631) is included. 

 

5. Conclusion 

According to the results of the survey conducted to assess the effectiveness of 
renewable energy policies and financial incentives for the manufacturing industry in Turkey, 
approximately 56% of the surveyed enterprises are large enterprises. The most important 
challenges faced by their organizations in the transition to RE are as follows; the return on 
investment is too slow, there are not enough incentives for RE investments, and RE costs 
increase production costs. Among the financial incentives within the scope of renewable energy, 
SPP investment incentive is the most utilized by the organizations. Finally, to the question "Do 
you think that renewable energy incentives should be a priority for government policies?" all 
respondents answered yes. For the manufacturing industry, investments in green technologies 
and innovation will increase their competitiveness while also helping them reduce their 
environmental footprint and facilitate compliance with the European Green Deal. 
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Public Financing Issues surrounding Civil Society Organizations 
within the context of Disasters Management 
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Abstract 

Non-governmental organizations (NGOs) are organizations that do not exist within official 
institutions and carry out activities independently; operate for political, social, cultural, legal, and 
environmental issues through lobbying, persuasion, and actions; accept their employees and members 
voluntarily; are non-profit and meet their income through donations and/or membership payments, play 
an important role in the disaster management process in our country. Within the framework of this role, 
NGOs need to have sufficient financing for disaster management. Henceforth the study aims to evaluate 
the public support provided to NGOs within the scope of the concept of tax expenditures in the specific 
case of AKUT, which is the organization that provides intermediate-level search and rescue team 
standards for Turkey by the International Search and Rescue Advisory Group (INSARAG), the organization 
that sets international standards in the field of search and rescue teams in the world. 

 
Keywords: Disaster Management, Tax Incentives, Tax 
JEL Codes: H29, H84 

 

1. Introduction  

Disaster management is planned to ensure coordination and protect people's lives, 
property, and the environment during emergencies such as natural disasters or human-made 
crises. In this process, state institutions, non-governmental organizations, and other 
stakeholders come together and conduct joint activities. In the disaster management process, 
CSOs usually conduct various relief activities in addition to search and rescue activities and help 
those in need. However, it cannot be not easy to provide sufficient financing for these activities. 
Funding for civil society organizations comes from diverse sources other than voluntary 
donations. Government agencies provide funding to support the activities of CSOs through 
different methods such as direct grants, project-based funding, or tax exemptions. Our study 
aims to evaluate the tax incentives granted to NGOs within the framework of the AKUT 
Association and Foundation in the light of the Turkish tax legislation and the answers given to 
the questions asked to AKUT officials and to make some suggestions. 

 

2. CSOs and Financing Problem 

To be able to comprehend those organizations that constitute a third sector other than 
the public and private sectors, standardized concepts are used to define civil society, voluntary 
organizations, non-governmental organizations (NGOs), non-governmental organizations 
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(NGOs), non-governmental organizations (NGOs), aid organizations, tax-exempt organizations, 
charities, third sector organizations, independent sector, non-profit organizations, and social 
sector organizations. These conceptual differences may also vary by country and the scope of 
civil society organizations may vary within each concept (Kalkınma Sürecinde Sivil Toplum 
Kuruluşları Özel İhtisas Komisyonu Raporu, 2018: 4-5). 

The relevant Turkish legislation concerning the problematized matter is firstly regulated 
in Article 33 of the 1982 Constitution under the title of Freedom of Association: "Everyone has 
the freedom to form associations without prior authorization, and the freedom to become a 
member or to withdraw from membership." The provisions of this article also apply to 
foundations.  

Mainly, the regulations are included in Articles 56-100 of the Turkish Civil Code No. 4721 
and Law No. 5253 on Associations. Regulations on Foundations are also found in Articles 100-
117 of the same Law and Law No. 5737 on Foundations. According to Law No. 5737 on 
Foundations, the institution responsible for the management, supervision, control, and 
representation of foundations in Turkey is the General Directorate of Foundations.  

In 2003, the Department of Associations was established as the main service unit within 
the Ministry of Interior to conduct affairs and procedures related to associations. The 
Department of Associations was transformed into the Directorate General of Civil Society 
Relations by the Presidential Decree No. 17 published in the Official Gazette No. 30534 dated 
13.09.2018. 

 

2.1. AKUT's Foundation and Development  

In 1994, a group of mountaineers who knew the mountains well but had limited 
knowledge about search and rescue came together and founded AKUT in 1995. The association 
completed its official establishment on March 14, 1996, under the name "AKUT Search and 
Rescue Association". Since 1999, AKUT has been a member of INSARAG, the Search and Rescue 
Advisory Board under the umbrella of the United Nations. According to INSARAG standards, 
AKUT has been classified as a "Heavy Search and Rescue Team" and a "Medium Search and 
Rescue Team", and in 2011, AKUT received this certificate in the "Classified Medium Level Team" 
group. In 2018, AKUT completed the EU ModEX exercise, which took place at the same time as 
the "INSARAG" re-evaluation exam held in Montana, Bulgaria, and became the first urban search 
and rescue team from Turkey to enter the European Civil Protection Mechanism (EUCPM). 

AKUT is primarily financed by voluntary donations In addition to donations, there are 
also trainings (Disaster Preparedness and Search and Rescue Training, Emergency Management 
Systems), humanitarian aid, drills (Evacuation Drills, Fire Drills, Emergency Drill), seminars 
(Earthquake Awareness Seminar, Basic Disaster Awareness Seminar, Personal Protective 
Equipment Seminar, Adaptation to Nature Seminar) and certificates or invitations, in-kind 
donations and income from the "Basic Disaster Awareness" booklet 
(https://akutvakfi.org.tr/nasil-kurumsal-destek-olabilirim/) (Erişim tarihi: 06.07.2023). 

 

3. Tax Incentives Provided to Public Benefit Associations 

3.1. Concept of Public Interest and Acquisition of Public Interest Status 

Public benefit status is essentially a matter of fiscal regulation. The incentive for a public 
benefit activity can only come from taxation schemes that confer privileges within the legal 

https://akutvakfi.org.tr/nasil-kurumsal-destek-olabilirim/
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framework and, in some cases, from various forms of governmental grants provided that there 
is a direct state benefit. As far as the exchange of these benefits is concerned, public benefit 
organizations are subject to strict legal scrutiny to ensure that they use their assets for the public 
good (TÜSEV, 2004: 4). 

According to Article 48 of the Regulation on Associations, associations working in the 
public interest are determined by the proposal of the Ministry and the decision of the President 
of the Republic upon the opinion of the Ministry of Treasury and Finance and the relevant 
ministries, if any. For an association to be considered a public benefit association, it must have 
been in operation for at least one year, and the purpose of the association and the activities it 
undertakes to realize this purpose must be of a nature and extent that will yield results beneficial 
to the society.  

 

3.2. Evaluation of Tax Incentives Provided to Public Benefit Associations 

Associations granted the status of public benefit association are granted certain facilities 
by the Tax Laws, which are explained below. 

 
3.2.1. Value Added Tax Exemption 

According to Article 17 of the Value Added Tax Law No. 3065, "Cultural and Educational" 
services and "Social Purpose" goods deliveries and services rendered by public benefit 
associations are exempt from value-added tax.  

 
3.2.2. Inheritance and Gift Tax Exemption 

Article 3(a) of Law No. 7338 on Inheritance and Gift Tax regulating exemptions stipulates 
that public benefit associations are exempt from inheritance and gift tax (Article 3-a of Law No. 
7338 on Inheritance and Gift Tax).  

 
3.2.3. Real Estate Tax 

Buildings belonging to public benefit associations are permanently exempt from building 
tax according to Article 4/e of the Real Estate Tax Law No. 1319 and from land tax under Article 
14/c of the Real Estate Tax Law No. 1319, provided that they are not rented out and are not 
owned by or allocated to enterprises subject to Corporate Tax (Real Estate Tax Law No. 1319, 
art.4/e-m.14/c). 

 
3.2.4. Stamp Duty 

According to Article 9 of the Stamp duty Law No. 488 and paragraph 17 of the section 
titled "V. Papers related to institutions" of the table numbered (2) annexed to the Law, which 
specifies the papers exempted from stamp duty, public benefit associations are exempt from 
stamp duty in terms of the papers issued in all kinds of transactions and the stamp duty must be 
paid by them. 

 
3.2.5. Fee Exception 

The fourth part of Law No. 492 on Fees regulates Land Registry and Cadastre Fees, and 
Article 59 titled "Transactions Exempted from Fees" includes the exemption related to 
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associations. Pursuant to Article 59/b of the relevant Law, the transactions requiring registration 
and annotation of the real estates and other real rights to be acquired by the associations 
beneficial to public interests and the transactions requiring registration and annotation of the 
real estates and other real rights to be acquired by the facilities belonging to these associations 
and the facilities and their abandonments are exempted from the fee. 

The mentioned exemption provision is exclusive to the real estate acquisition and 
registration transactions and other transactions requiring annotation of associations that meet 
the conditions stipulated in the Law, and do not cover the sale and transfer of real estate and 
other real rights of the aforementioned associations (HK No. 492, Art. 59/b) 

 
3.2.6. Deduction of Donations and Aids to Public Benefit Associations 

The regulations regarding donations and grants to public benefit associations and 
foundations granted tax exemption by the President are as follows: 

 
3.2.6.1. Deduction of Donations and Aids to Public Benefit Associations under Income 

Tax Law 

Donations and grants made by income taxpayers to public benefit associations and 
foundations granted tax exemption by the President of the Republic, within the conditions 
specified in Income Tax Law No. 193, can be deducted in determining the income tax base. In 
this context, pursuant to Article 89/4 of the Income Tax Law, donations and aids made to public 
benefit associations and foundations granted tax exemption by the President of the Republic in 
return for a receipt not exceeding 5% (10% for priority regions for development) of the income 
to be declared, can be deducted from the income to be declared in the income tax return in 
determining the income tax base (Income Tax Law No. 193, Article 89/4). 

 
3.2.6.2. Deduction of Donations and Aids to Public Benefit Associations in terms of 

Corporate Tax Law 

Donations and grants made by corporate taxpayers to public benefit associations and 
foundations granted tax exemption by the President of the Republic, within the conditions 
specified in the Corporation Tax Law No. 5520, can be deducted in determining the corporate 
tax base. In this context, pursuant to Article 10/1-c of the Corporate Tax Law, up to 5% of the 
total amount of donations and grants made to public benefit associations and foundations 
granted tax exemption by the President of the Republic against receipt can be deducted from 
the corporate income in determining the corporate tax base, provided that it is shown 
separately on the corporate tax return (KVK No. 5520, art.10/1-c). 

 

4. The Case of AKUT 

Within the scope of our study, the following 6 questions were asked to 33 provincial 
team leaders and AKUT Foundation President Ali Nasuh Mahruki.  

1. What are the sources of income of your association/foundation other than donations? 

2. Are you aware of public incentives related to the association/foundation? If yes, which 
public incentives do you benefit from? 

3. Do you think that public incentive- forces you to make concessions? 
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4. Are you aware of tax incentives related to the association/foundation? 

5. Are you aware of the incentives granted by the Ministry of Foreign Affairs, and the 
Presidency of the European Union for your association/foundation? 

6. Would you like public incentives to be increased? If yes, which of the following do you 
think public support should be? 

A. In-kind grants (building, machinery, tools, equipment) 

B. Logistical incentives (tax incentives for vehicle lease-purchases, donations, etc.…) 

C. Tax reductions or exemptions in purchase and sale transactions 

D. Clarification of relevant legislation 

E. Tax exemptions 

F. Other / specify. 

Questions were submitted through AKUT Association headquarters and Ali Nasuh 
Mahruki, first in consultation and then by e-mail. 

 

5. Conclusion  

Within the scope of our study, the questions sent to 33 provincial team leaders and 
AKUT Foundation President Ali Nasuh Mahruki could not be answered sufficiently due to various 
constraints.  

In light of the responses received, it is seen that the equipment and training sales 
realized through AKUT Training and Consultancy Ltd., which is a subsidiary of AKUT Foundation 
constitute the income sources of the foundation apart from donations.  Since the foundation 
does not have the status of a 'tax-exempt foundation', it was stated that they cannot benefit 
from support and incentives. It was reported that they were aware of the European Union's 
support related to the foundation. In response to question 6, they underlined that they think 
that public incentives should be provided within the framework of in-kind incentives, logistical 
support, and tax exemptions, assuming that they are in a position to benefit from public 
incentives.  

When the answers given to the questions asked about the AKUT association are 
evaluated; it is affirmed that one of the public incentives of the association, other than 
donations, is related to the buildings where they are located. It is observed that the 
headquarters of the general association are used by the central government, while the 
association buildings in the provinces are donated by local governments. It is also expressed that 
they are aware of public support since they have the status of a public benefit association, but 
they are not aware of the support of the European Union Presidency. In response to the question 
"Would you like to see more public support in particular?", positive answers were given within 
the framework of the demand for in-kind and logistical support. 
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Abstract 

The disaster management strategies of organisations are contingent upon their institutional 
structure and capability. Since 2009, disaster management activities in Turkey have been consolidated 
under a unified structure, with the Disaster and Emergency Management Presidency designated as the 
responsible institution. This study employs a document scanning technique, one of many qualitative 
research methods, to evaluate the plans, programmes and performances of the public institutions 
positioned as "Main Solution Partner" in the execution of the Turkey Disaster Response Plan. The disaster 
management records of the institutions exhibit several deficiencies according to this study. These include 
insufficient data sharing, a need to update objectives, targets and performance indicators, as well as 
inadequacies in cooperation and coordination. The priority areas that need to be addressed by the 
institutions to resolve these issues are risk analysis, disaster plans, effective implementation of disaster 
plans, training and awareness-raising, cooperation, and optimization of budgets. 
 
Keywords: Disaster Management, Performance Evaluation, Institutional Capacity. 
JEL Code: H11, H12, H84 

 

1. Introduction 

Due to Turkey's geographical and geological features, it is susceptible to continual 
natural disasters, requiring actions to lessen their negative effects. Hence, it is crucial for public 
institutions to strategically prepare and implement pre-disaster risk reduction measures, 
promptly respond during crises, and carry out post-disaster recovery and reconstruction efforts 
in alignment with contemporary disaster management techniques. The approach taken by 
institutions to disaster management varies depending on their organisational structure and 
capacity. Such organisations undertake various activities, including the development of disaster 
scenarios for pre-disaster preparation, taking measures to mitigate the impacts of disasters, as 
well as conducting disaster management training and formulating management plans. In Turkey, 
these tasks are assigned to the Disaster and Emergency Management Authority (AFAD), which 
operates under the Turkish Disaster Response Plan (TDRP). 

TDRP is a planning document formulated to address natural and technological disasters, 
epidemics, terrorist attacks, and other comparable emergencies that could potentially arise in 
the country. Public institutions are mandated to prepare for their roles and obligations under 
the TDRP framework, which categorises institutions into two types, namely "Main Solution 
Partners" and "Support Solution Partners". 

TDRP is a planning document formulated to address natural and technological disasters, 
epidemics, terrorist attacks, and other comparable emergencies that could potentially arise in 
the country. Public institutions are mandated to prepare for their roles and obligations under 
the TDRP framework, which categorises institutions into two types, namely "Main Solution 
Partners" and "Support Solution Partners". 
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This study focuses on institutions referred to as "Main Solution Partners" within the 
TDRP framework. The study utilises document analysis as a qualitative research method. In this 
context, we analysed the relevant documents from all of the main institutions involved in the 
solution. 

 

2. Disaster and Emergency Management Authority (AFAD) 

The assessment of AFAD relied on the Annual Report for 2021 and 2022, the Strategic 
Plan for 2019-2023, and the Performance Programme Report for 2022. From these documents, 
the following SWOT analysis for AFAD was derived: 

 
Table 1: SWOT Analysis of AFAD 

 

 
The INSARAG (International Search and Rescue Advisory Group) criteria were employed 

to evaluate the SWOT analysis. The organisation should enhance its disaster preparedness and 
management features. Its equipment and hardware criteria have been successful. Moreover, 
the team's performance, operational efficiency and logistic support are commendable. The 
organisation has been successful in terms of cooperation and coordination. 

Upon analysis of the performance indicators for the Institution in 2021, a percentage 
performance indicator index was generated. The Institution scored 77.75 out of 100 on the 
success index derived from this analysis. 

Following the INSARAG criteria assessment, AFAD was found to have varying levels of 
achievement in factors that include capacity building, emergency management, coordination 
and cooperation, sustainability and financing, equipment and materials, personnel training, 
exercises and learning, technical standards and procedures, search and rescue, logistic support, 
and disaster risk reduction. 

Upon conducting an analysis through SWOT, performance indicators and INSARAG 
criteria, it may be concluded that AFAD must enhance its equipment and material supplies, 
increase the number of activities dedicated to reducing disaster risks, and improve volunteer 
training. 
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3. Turkish Red Crescent 

The study revealed the absence of a consistent performance evaluation scheme for 
emergency disaster response. Performance can be measured using indicators like the number 
of vehicles and equipment, the time taken for disaster and first response, the rate of delivering 
on-site services, the time taken for distributing aid, and the efficiency in managing resources. 

 

4. Ministry of Interior 

As a policy recommendation for the Ministry of the Interior, it is crucial to raise 
awareness of the significance of the issue and allocate additional resources towards disaster 
preparedness. It is imperative to increase the portion of the Ministry's investments allocated to 
disaster awareness-raising initiatives in relation to the total project expenditures. 

 

5. The Republic of Turkiye Directorate of Communications 

No information was found regarding the specific definitions of the communication and 
coordination tasks of the Disaster Communication Group under the Presidency within the 
context of TDRP, nor the objectives and their respective sub-divisions. However, policy 
recommendations can be made based on the Presidency's role as the main partner in the 
Communication Group within TDRP. These recommendations include the establishment of a 
digital platform for disaster communication, data analysis and management in data centres, 
development of mobile applications, digital emergency meetings, and digital disaster training. 

 

6. Ministry of Transport and Infrastructure 

Upon analysis of the 2019-2023 Strategic Plan of the Ministry, it is apparent that the 
targets for mitigating disasters have been revised. There is no indication as to whether timing 
tests and drills have been carried out in order to achieve the targets set in performance 
programmes for the repair of transport infrastructure damaged by disasters. Similarly, no 
information is available regarding equipment renewal and disaster training activities included in 
the performance programmes. 

There are deficiencies in reporting on some issues. To address these, a reporting policy 
could be implemented to ensure preparedness against disasters by incorporating disaster 
scenarios and emergency response plans into the Ministry's performance programmes. Regular 
drills should also be held. In addition, it is recommended to establish a target for renewing 
essential equipment for rapid response following transport infrastructure damage. 
Furthermore, precise steps should be taken to achieve this, and the outcomes ought to be 
reported as performance indicators. 

 

7. Ministry of Energy and Natural Resources 

In the Ministry's annual report (2022), the objectives for enhancing institutional capacity 
were presented. Upon analysing the data, it appears that the Ministry's efforts to increase 
disaster and emergency management capacity have been fruitful. Nevertheless, evaluating the 
effectiveness of these activities necessitates performance measurement and data analysis. 
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8. Ministry of Environment, Urbanisation and Climate Change 

In the Medium Term Programme (2024-2026), the previously excluded title "Disaster 
Management" was introduced for the first time, attributed to the earthquakes in 
Kahramanmaraş and Hatay. In the MTP, the aim is for urban economies to contribute to 
sustainable growth by preventing the accumulation of people and production factors in areas 
with high disaster risk.  

As per the Ministry's Strategic Plan (2019-2023), urban regeneration works were 
commenced in 81 provinces. However, the data indicates that the progress of urban 
regeneration is below par. In order to enhance the effectiveness of the urban regeneration 
process, setting of prioritised targets and implementing more effective measures is crucial. 

 

9. Ministry of Health 

One of the three strategic aims outlined in the 2019-2023 Strategic Plan of the Ministry 
of Health concerns the management of disasters. The shortage of specialised service centres 
and insufficient level of intensive care units are pressing issues demanding immediate attention. 
To address these challenges, conducting regional analyses and expanding specialised services 
may enhance the delivery of effective and high-quality services. 

 

10. Ministry of Family and Social Services 

The Ministry has shared documents that identify psychosocial support services as 
targets and provide information on their availability during disasters. To enhance the 
effectiveness of these services, further studies are necessary for their development, 
strengthening and wider dissemination. Coordination of services is crucial and can be achieved 
by raising awareness and strengthening training programmes in the community.  

 

11. Ministry of Agriculture and Forestry 

The Ministry for Natural Disasters' activities require more detailed inclusion in the 
strategic plan, annual report, and performance program. Evaluation of activities lacking 
performance indicators is unreasonable. 

 

12. Ministry of Treasury and Finance 

There is currently no available data regarding the activities performed by the ministry 
on disaster management, their impact, success rate, which regions they have been implemented 
in, or which action plan has been applied. Therefore, policy recommendations such as disaster 
insurance, emergency planning, education, and awareness campaigns can be proposed 
regarding the situation. 

 

13. Conclusion 

This study analyses the objectives, targets, and performance of public institutions 
operating in Turkey concerning natural disasters. Specifically, we examine 11 "Main Solution 
Partner" institutions listed in the Turkish Disaster Response Plan, assessing their preparedness 
and institutional capacities for natural disasters based on their current strategic plans, 
performance reports, and performance programmes. 
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The study highlights that there are variations in disaster management capabilities 
among public institutions in Turkey. Whilst some institutions are well-equipped to handle 
disasters and effectively respond to them, others require improvement in this aspect. Therefore, 
surveys conducted by public institutions on their disaster readiness level are highly valuable, yet 
their preparedness level remains inadequate in terms of efficacy. Notably, earthquakes and 
other recent natural disasters have highlighted the need for additional measures to enhance the 
level of readiness. 

In a nation such as Turkey, where the danger of earthquakes is substantial, it is 
imperative to enhance the collaboration and coordination among the responsible institutions. 
Each organisation in the role of the primary solution partner should reassess the following steps 
to counter natural disasters: risk analysis, disaster planning, disaster plan efficacy, training and 
awareness, coordination, and funding. 
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Abstract 

In the first quarter of the 21st century, Turkey faced two major disasters that affected millions of 
people. The first of these disasters is the Covid-19 pandemic, which is considered a biological disaster. 
The second is an earthquake disaster that occurred on 6 February 2023. Turkey has implemented a series 
of financial and economic measures to mitigate the adverse effects of these two disasters in various fields. 
One of these measures is the implementation of the cash wage support, which was first implemented 
across Turkey in April 2020 in the aftermath of the Covid-19 pandemic, and then reintroduced in February 
2023 in order to mitigate the effects of the earthquake on economic and social life only in the ten 
provinces affected by the earthquake centered in Kahramanmaraş, where a state of emergency was 
declared. In this context, the application of cash wage support as a financial instrument in combating 
disaster is the subject of this study. In this study, the concept of cash wage support, its importance, its 
purpose, who can benefit from it and for how long, how many people have benefited from this 
opportunity to date, how much payment has been made to those who deserve it, and what are the 
deficiencies and weaknesses of the application have been tried to be explained by taking into account the 
relevant legislation and ministerial statements and by making use of official statistics, bulletins and 
reports published by the Turkish Employment Agency, which is responsible for the implementation of the 
cash wage support application, and data obtained from other secondary sources. In the conclusion part 
of the study, although it is criticised that the cash wage support provided to employees who meet certain 
conditions is far below a minimum amount that is worthy of human dignity, it is concluded that cash wage 
support makes an important contribution to the survival of wage earners who have been unemployed for 
a certain period of time during Covid-19 and the earthquake disaster. On the other hand, in these periods 
of inflationary process, the cash wage support amounts should be updated again rapidly. In the study, it 
is suggested that more inclusive, income-increasing and permanent measures should be put into practice, 
taking into account that these and similar fiscal measures are temporary practices in combating disasters. 

 
Keywords: Disaster, Covid-19, Kahramanmaraş Earthquake, Financial Measure, Cash Wage Support 
JEL Codes: E62, H53, J65    

 

1. Introduction 

Throughout history, humanity has been confronted with numerous events that have 
affected the quality of life, social life and security at different levels. It is inevitable that disasters 
occurring worldwide will seriously affect people and daily life. Disasters, which can be briefly 
defined as the destruction caused by various natural events, are climatic, geological, 
meteorological, meteorological, hydrological, biological, social and technological adverse events 
that cause economic losses and adverse effects on human health and safety. In economic terms, 
disasters have a reducing effect on capital stock and national income on a global or national 
scale. (Akar, 2013: 186). The inadequacy of non-governmental organisations and companies in 
the fight against disasters in order to prevent the interruption of economic relations increasing 
with the globalisation process after the disasters and thus to compensate for the global welfare 
losses has made it necessary for public authorities and international organisations to regulate 
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economic and social life. Financial and economic instruments such as credit and liquidity 
supports, direct income supports, tax reductions and postponements, regional and sectoral 
incentives, debt restructuring, energy subsidies, employment and social policy incentives are 
widely used in combating disasters (Koç & Yardımcıoğlu, 2020: 129). In order to mitigate the 
negative effects of the global pandemic Covid-19 and the earthquakes of 6 February on 
economic and social life, Turkey has put in place a series of financial instruments in the fight 
against disaster. In particular, important legal arrangements have been made in the 
Unemployment Insurance Law No. 4447 and the Labour Law No. 4857 to protect employment, 
support employers and employees and redesign working life. In addition, Laws No. 7226, 7244, 
7252 and 7256 introduced fiscal and social measures for the borrowing market, labour market, 
tax regulations and facilities for taxpayers, postponement, suspension or restructuring of certain 
receivables and tourism. Finally, the Presidential Decree No. 125 on the Measures Taken in the 
Field of Labour and Social Security under the State of Emergency introduced new regulations on 
short-time working, employment protection (prohibition of termination), social security and the 
provision of cash wage support. In this context, this study will examine the cash wage support 
practice, which was first implemented by İŞKUR for the first time by the Ministry of Labour and 
Social Security in order to protect employment and provide minimum income support after the 
Covid-19 pandemic, and then used as a financial instrument in the earthquake disaster, the 
epicentre of which occurred in Pazarcık and Elbistan districts of Kahramanmaraş on 6 February 
2023. 

 

2. Income Support Programmes for Passive Labour Market  

In order to reduce income losses due to unemployment caused by macroeconomic 
instabilities, to provide individuals with a minimum level of basic income security and to support 
employers, İŞKUR carries out passive labour market income support programmes such as 
unemployment allowance, short-time working allowance, wage guarantee fund payments, 
compensation for job loss, part-time work allowance and cash wage support (İŞKUR, 2023a: 104 
-11). Within the scope of the State of Emergency declared for three months, limited to 10 
provinces in the earthquake region, after the pandemic we are facing with a global epidemic and 
the Kahramanmaraş-based earthquake, which is considered as the disaster of the century, 
companies that have to terminate or reduce their economic activities are entitled to the short-
time working allowance, the scope of which has been expanded and the conditions for 
benefiting from which have been facilitated, employees who work within the scope of 
unemployment insurance and quit their jobs benefited from unemployment allowance, and 
insured employees who were taken on unpaid leave by the employer and could not benefit from 
short-time working allowance benefited from the cash wage support programme to be covered 
by unemployment insurance and paid by İŞKUR (Atış & Ölçer, 2022: 127; İŞKUR, 2022: 107).  

 

3. Concept and Importance of Cash Wage Support 

Cash wage support is a financial support provided by the state to citizens who are on 
unpaid leave due to the pandemic and cannot benefit from short-time working allowance or 
who are dismissed from work and remain unemployed for a certain period of time in order to 
reduce the effects of the Covid-19 pandemic on economic and social life (Ünal, 2023:30). During 
the Covid-19 period, existing regulations on working life have been revised to protect wages and 
employment, the scope and conditions for benefiting from income support programmes have 
been eased, and workers who were not previously covered by social protection have been 
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secured with new practices such as cash wage support (Eser, 2022:93). Cash wage support is 
extremely important as it maintains the balance in the labour market, protects the existing 
income and welfare arising from the labour market during the Covid-19 period and after the 
earthquake, prevents the possible contraction in employment by keeping individuals connected 
to the labour force, and provides minimum income security to people with no income by 
preventing mass unemployment (Özdemir, 2020: 306; Bülbül, 2022: 57). 

 

4. Cash Wage Support in Practice 

4.1. Cash Wage Support During Covid-19 

In order to protect employment during the Covid-19 pandemic, between March 2020 
and July 2021, employees who could not be dismissed due to the prohibition of termination 
between March 2020 and July 2021, who were placed on unpaid leave by their employers but 
could not benefit from the short-time working allowance, who could not benefit from 
unemployment benefit because they did not meet the conditions for unemployment benefit 
and who did not receive an old-age pension from any social security institution, were paid cash 
wage support for the period during which they were on unpaid leave or unemployed during this 
period, not exceeding the period that could not be terminated, to be covered by the 
unemployment insurance fund (Nazlı, 2020: 259; İŞKUR, 2023b). For 2020, the daily payment 
was determined as 39.24 TL, for 2021, 47.70 TL until April, and 50.00 TL per day after April (Bulut, 
2022: 42). For 2020, the amount of cash wage support to be paid monthly (30 days) is 1,168.27 
TL net after deducting stamp tax (Yiğit, 2020: 286). In 2020, when the net minimum wage was 
2,324 TL, it should be said that the cash wage support amount remained low. In some studies 
conducted after the implementation of cash wage support, the majority of the employees who 
benefited from the support found the amount of support insufficient, stating that they had 
difficulties in sustaining their current lives and that they were in search of additional income-
generating work (Gümüş & Belber,2021: 2189). For this reason, it was frequently requested that 
cash wage support should be at least at the minimum wage level in order to provide a decent 
income (Aydın, 2020: 197). In order to prevent the abuse of the support in question, if it is 
determined that the worker benefiting from the support is actually working, the employer will 
be imposed an administrative fine in the amount of the monthly gross minimum wage 
determined on the date of the act, per worker and separately for each month of employment, 
and the cash wage support to be paid will be collected from the employer together with interest 
(Uzuner & Ekşi, 2020: 318). The general health insurance premiums of those benefiting from 
cash wage support were also covered by the Unemployment Insurance Fund during the period 
they benefited from the support. 

 
4.2. Cash Wage Support during the State of Emergency 

Provisional Article 24 of the Unemployment Insurance Law No. 4447 in order to mitigate 
the effects of the earthquake on economic and social life in 10 provinces affected by the 
earthquake centred in Kahramanmaraş on 6 February 2023 and declared a state of emergency 
on 8 February 2023, according to Articles 27 and 28 and Article 4 of the Presidential Decree No. 
125, it has been decided to pay cash wage support from the Unemployment Fund during the 
State of Emergency (3 months) to employees who have an employment contract as of the date 
of the earthquake but whose employment contract has been terminated due to the closure of 
the workplace due to the effects of the earthquake and who cannot benefit from unemployment 
allowance and who do not receive an old-age pension from any social security institution, and 
to those who cannot benefit from short-time working allowance due to not meeting the 
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necessary premium conditions although the employer has applied for short-time working 
(İŞKUR, 2023b,2023c). For 2023, the daily payment was determined as 133.44 TL. For 2023, the 
amount of cash wage support to be paid monthly (30 days) is 3,972.82 TL net after deducting 
stamp tax. In order to minimise the impact of the earthquake on employment, the period of 
benefiting from the cash wage support was extended again for 3 months with the Presidential 
Decree No. 7410 dated 29 July 2023. Cash wage applications are made to İŞKUR by the employer 
for those within the scope of short-time working and by the insured unemployed for those 
within the scope of unemployment insurance, and the cash wage support is paid to the 
unemployed on a monthly basis on the fifth of each month. For those within the scope of short-
time working, if the employer provides false information and documents, the overpayments 
made are collected from the employer together with legal interest. For those covered by 
unemployment insurance, cash wage support is stopped in case of employment in the same or 
another workplace, and overpayments made due to the worker's own fault are taken from the 
worker with legal interest. The general health insurance premiums of those who benefit from 
cash wage support are also covered by the Unemployment Insurance Fund during the period 
they benefit from the support (Certain Measures in the Field of Labour and Social Security under 
the State of Emergency, 2023).  

 
4.3. Number of People Benefiting from Cash Wage Support and Amount of Payments 

Millions of employees and unemployed were supported to the extent allowed by 
budgetary means with the cash wage support implemented after the Covid-19 pandemic and 
also after the earthquake disaster. From April 2020 to 31.08.2023, more than 3.2 million people 
benefited from this support and a total of 14.7 billion TL was paid to the beneficiaries (See: Table 1).  

 
Table 1: Number of Beneficiaries of Cash Wage Support and Payments 

Years 2020 2021 2022 2023 

Months 
Number of 

People 

Payment 
Amount 

(Thousand 
TL) 

Number 
of People 

Payment 
Amount 

(Thousand 
TL) 

Number 
of People 

Payment 
Amount 

(Thousand 
TL) 

Number 
of People 

Payment 
Amount 

(Thousand 
TL) 

January - - 859.894 1.057.550 37 89 0 0 
February - - 752.431 999.308 20 136 51.757 138.399 
March - - 761.552 993.276 26.895 11.503 71.131 286.988 
April 880.088 441.907 862.895 1.136.085 0 0 59.281 224.478 
May 1.204.110 1.267.828 996.727 1.352.952 55 238 38.749 36.709 
June 1.235.859 1.130.612 771.374 1.109.718 0 0 2.768 3.042 
July 812.643 784.494 54.464 88.407 110 172 2.716 3.672 
August 736.815 788.910 6.938 14.080 0 0 1.513 1.544 
September 669.167 708.565 695 1.772 0 0 107 158 
October 604.254 629.937 505 1.293 106 121   
November 698.753 726.094 193 352 0 0   
December 701.411 747.316 200 878 77 485   

Total 2.291.754 7.225.663 805,352 6.755.671 22.977 12.743 82.158 694.991 
*Due to retrospective updates, the number of people may vary. 
Note 1: Payment amounts do not include GHI premiums paid on behalf of individuals, Stamp Duty and transaction costs. 
Note 2: Since more than one payment is made in a month for cash wage support payments, there are changes in 
the number of people paid and the amount of payments due to updates. 
Note 3: July and August data are provisional realisations and will be revised as the evaluations regarding the 
applications are completed. 
Source: İŞKUR, 2023b. 
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5. Conclusion and Recommendations 

Although the Covid-19 pandemic is essentially an epidemic, it has had serious economic, 
social and political consequences on a global scale. It is known that the earthquake of 6 February, 
which is considered as the disaster of the century, had similar consequences especially for 
Turkey. Türkiye took some fiscal measures to protect employment, production and domestic 
demand through compensatory and inclusive support programmes both during the pandemic 
and after the 6 February earthquakes. In particular, in order to protect employment, prevent 
disruption of working life and protect the minimum income level of employees, the right to 
unpaid leave was granted to the employer with the prohibition of termination during both 
Covid-19 and the state of emergency after the earthquake, and cash wage support was 
introduced by adding a new one to income support programmes in order to prevent workers 
from suffering during these processes. During the Covid-19 period, the dismissal rate among 
registered workers due to the prohibition of termination remained at a very low level. Although 
some registered workers were covered by cash wage support to alleviate the negative effects of 
the sharp decline in production and hence labour demand on the labour market, this led to a 
significant decline in individuals' wage incomes. It is important to increase the cash wage 
support to the level of the minimum wage in order to provide a decent income to the worker on 
unpaid leave. Since one of the conditions for receiving cash wage support is to work within the 
scope of unemployment insurance, this wage support should be considered as payments made 
within the scope of social security rather than social assistance, and in this context, the amount 
of cash wage support should be increased with the effect of the inflationary process. Individuals 
who benefit from cash wage support experience wage losses as well as premium day losses and 
this situation causes victimisation for employees in retirement. In order to eliminate this 
victimisation, it is essential to compensate for the periods benefiting from the cash wage 
support by introducing the possibility of borrowing for the missing premium days and earnings 
with a legal regulation. In addition, the fact that the period during which the employees benefit 
from the cash wage support is not counted both from the periods spent working in terms of 
entitlement to annual paid leave and from the service period based on severance and notice pay 
is a serious shortcoming of the cash wage support for employees. As a result, cash wage support, 
which is used as a financial tool in the fight against disasters, can be considered as a very 
appropriate practice in terms of providing an income support that will provide a minimum level 
of subsistence for the lives of the employees in these troubled periods when there is a greater 
need for a social state understanding. 
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Abstract  

Tax planning, which requires a certain expertise, can be affected by changes in tax legislation, the financial 
and economic policies of the state, as well as more subjective factors such as changes in the management 
level of the company, its financial situation, and the company's perspective on tax. One of the factors 
affecting tax planning is natural disasters. After the disaster, there are changes in the state's revenue and 
expenditure policies, and this means that a new tax planning process and strategies are introduced for 
both the companies in the disaster area and the companies outside the disaster area. In this context, the 
study aims to determine the effect of the changing sociological and economic situation after the natural 
disaster that occurred on February 6, 2023 in Turkey and affected 11 provinces, on the tax planning 
behavior of companies. In the study, 10 companies operating in the earthquake zone were interviewed 
using the semi-structured interview method. While 5 of the companies responded to the questions via e-
mail, 5 answered the questions via phone call. The answers obtained from 18 questions were analyzed 
and evaluated using qualitative analysis method. After the interviews, it was determined that the 
companies did not have an ongoing tax planning process. It was also determined that they paused their 
tax planning processes for a while as a result of the declaration of force majeure after the earthquake. 

 
Keywords: Natural disaster, tax planning, tax policies  

JEL Codes: E6-H2  

 

1. Introduction  

Tax planning refers to the methods and strategies that taxpayers apply within legal limits 
in order to reduce their tax burden. In particular, companies can use exemptions and exceptions, 
tax deductions and tax incentives and advantages applied by the state as a tool in tax planning. 
In this context, companies need to closely follow tax policies that enable tax planning and 
benefit from appropriate tax advantages. Although companies try to carry out a planned 
process, tax planning is affected by the changing financial policies of the state, the general 
economic conjuncture of the country, and internal company policies. One of the situations that 
create unexpected changes in tax planning is natural disasters. Because after a natural disaster, 
first of all government change their tax policies, and then this change affects taxpayers' tax 
planning processes. Although there are many studies in the literature on the effects of natural 
disasters, there are not enough studies on their effects on tax planning. In this context, the aim 
of this study is to analyze the effects of natural disasters on companies' tax planning processes. 
The study investigates the impact of two major earthquakes which epicenter is Kahramanmaraş 
in Turkey on February 6, 2023, on local companies operating in the region. In the study, where 
semi-structured interview method was used, interviews were conducted with 10 companies in 
the provinces affected by the earthquake and the results were analyzed with the qualitative 
analysis method. In the first part of the study, the conceptual framework of tax planning and the 
effects of natural disasters on tax planning are explained. In the last part of the study, relevant 
literature and analysis findings are included. 
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2. The Relationship Between Tax Planning and Natural Disaster 

Tax planning is defined as a strategic approach that companies undertake to reduce the 
taxes, they will pay by applying a wide range of activities, mechanisms and methods, while 
remaining within legally acceptable limits (Cooper & Nguyen, 2019:1). Tax planning generally 
includes reducing taxable income, increasing deductions, and taking advantage of tax credits 
(Sun et al, 2020:512). Companies that make tax planning consciously can reduce their tax burden 
and tax costs, reduce financial constraints, create an advantage over their competitors, and 
develop alternative policies by creating more flexible commercial policies, without being 
exposed to penal action (Eroğlu & Eftekin, 2015:241). Accordingly, a business that makes tax 
planning will be in a more advantageous position in an increasingly competitive environment 
compared to a business that does not make tax planning, as it pays less taxes and reduces its 
costs (Peker & Kılıçer, 2017: 902). Although tax planning is a subject identified with taxpayers, 
tax planning is not a practice applied only by taxpayers. States can also carry out tax planning in 
order to effectively implement tax policies and increase tax revenues. When we look at it from 
this perspective, the tax planning carried out by taxpayers to pay less tax is called micro tax 
planning, and the tax planning carried out by the state to collect more taxes is called macro tax 
planning (Eroğlu & Eftekin, 2015:240). In addition to all these, the tax advantages offered by 
states that want to attract direct foreign investments to their countries in an increasingly 
competitive environment also provide opportunities for companies in terms of tax planning 
(Coopera & Nguyen, 2019:1). 

While businesses are doing tax planning, they may encounter some situations that 
prevent them from doing tax planning. The erosion of the principle of legal security, frequent 
changes in tax legislation, the cost of tax planning, economic and political conjuncture, and 
uncertainties regarding fiscal policy can make tax planning difficult or impossible (Peker & 
Kılıçer, 2017:901). Natural disasters are also one of the factors affecting tax planning. Tax 
policies for natural disasters can be related to a concrete natural disaster, or they can be 
mitigating the effects of possible natural disasters. The first form of tax policies for a natural 
disaster is the imposition of additional taxes that affect everyone throughout the country in 
order to meet the financing needs, while the second form is tax policies that reduce the tax 
duties of taxpayers damaged by a natural disaster (Ünsal, 2016:2). In both cases, companies' tax 
planning processes are affected by new tax decisions. 

 

3. Literature and Method 

3.1. Literature 

In his study, Ünsal (2016) examined tax policies to meet the financing needs after natural 
disasters. In his study, the tax policies implemented after the Marmara Earthquake and Van 
Earthquake in Turkey were evaluated. In his study, Akar (2013) examined the effects of natural 
disasters on both public finance and macroeconomy. In his study, Hayrullahoğlu (2022) 
examined the additional taxes that came into force in Turkey after the 1999 earthquake to 
finance earthquake expenditures. In his study, Rasmussen (2004) made an intercountry 
comparison and found that natural disaster costs were higher in developing countries than in 
developed countries. In their study, Adrian et al. (2022) examined the effect of natural disasters 
on corporate tax avoidance through drought. Runyan (2006), in his study, discussed the 
effectiveness of small businesses in crisis management after natural disasters. In his study, the 
response of small businesses in the Gulf region of the USA to Hurricane Katrina was analyzed 
through interviews and qualitative analysis methods. 
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3.2. Method  

In the study, a semi-structured interview method was used to measure the effects of 
the earthquakes that occurred on February 6, 2023 on local companies in the region and the 
reflections of these effects on the companies' tax planning processes. In the study, semi-
structured interviews were conducted with 10 companies operating in various provinces 
affected by the earthquake. During the interview, a total of 18 questions were asked to the 
companies to determine the economic and social effects of the earthquake, to see the effects 
of tax regulations and to measure the impact on tax planning processes before and after the 
earthquake. While 5 of the companies preferred to answer the questions via e-mail, answers 
were received by phone calls to 5 companies. Among the companies participating in the 
interviews, 1 is an individual, 3 are joint stock companies, and 6 are limited companies and were 
selected from different cities and sectors. The main criterion in the selection of companies was 
that they continued their activities in the provinces affected by the earthquake. In this context, 
3 of the interviewed companies participated in our study from Kahramanmaraş, 3 from Adana, 
1 from Adıyaman, 1 from Hatay, 1 from Şanlıurfa and 1 from Gaziantep. 

 

4. Conclusion 

As a result of the interviews in the study, it was determined especially small and medium-
sized companies, did not have a regular tax planning process, while large companies only carried 
out relatively tax planning. The main reason for this situation is that most of the companies do 
not know the conceptual content of tax planning and do not have enough information about 
what they can do in this regard. Companies' past tax payment habits and fear of audit have been 
seen as other factors that restrict tax planning. Due to the declaration of force majeure in the 
region after the earthquake, tax duties of companies were suspended for a while. It has been 
determined that companies do not need additional tax planning because the postponements, 
interest-free and installment payment practices cause the tax burdens of companies to decrease 
in their natural course, in other words, tax planning activities decreased in this process. In 
addition, it has been observed that companies request the deletion of their tax debts or an 
exemption rather than the postponement of their tax debts. In another study, this subject can 
be expanded by investigating the effects of not only earthquakes but also other natural and 
man-made disasters on tax planning of both taxpayers and the state. Finally, by investigating 
why companies do not do tax planning, we can contribute to the development of tax planning 
in our country. 
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Abstract 

The Human Rights Budget approach aims to establish a budgetary framework that ensures no 
individual is subjected to discrimination. Human Rights Budget draws from normative human rights 
frameworks and incorporates core human rights into the budget process and cycle. Gender Responsive 
Budgeting holds a unique position among rights-based approaches as it advocates for public policies and 
budgets to be geared toward eradicating gender discrimination. The study focuses on the analysis of the 
integration of core human rights, namely the right to education, healthcare, housing, and employment, 
within the framework of the 2023 Central Government Budget, where gender inequalities cross-cut all 
dimensions. Our methodology involved multiple stages, including analyzing the gaps in rights, the level of 
political effort, and the adequacy of public resources. In this context, we scrutinized the Budget 
Preparation Guide for 2023-2025, Budget Circular 2023, and specifically, 67 programs. The findings of our 
analysis reveal that out of the total budget allocations, 44 percent, consisting of 34 programs, can be 
associated with equality and rights perspectives. We present the budget allocations for each of these 
programs. Our study highlights the need for the development of central government budget programs in 
Turkey in terms of rights and gender equality.  

 
Keywords: Human Rights Budget, Gender Responsive Budgeting, Performance Based Program Budget, 
Turkey 
Jel Codes: H5; H610; O530 

 

1. Introduction 

International Covenant on Economic, Social and Cultural Rights (ICESCR) 4 its Article 2(1) 
makes the governments responsible for the realization of human rights with the maximum 
available resources that they possess5, and render them responsible for enacting gender 
equality in the enjoyment of all rights through Article 3. In public finance, a novel approach called 
Human Rights Budgeting (HRB) takes its foundations from the international rights frameworks. 
It envisages the formation of public budgets considering the principles of non-discrimination 
and leaving no one behind. A more established approach with a longer span of theory and 
practice, Gender Responsive Budgeting (GRB) has close interactions with human rights as it 
defends the idea that public budgets and policies should serve the dismantling of deeply rooted 
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achieve progressively the full realization of the rights recognized in the present Covenant by all appropriate means, 
including particularly the adoption of legislative measures.” https://www.ohchr.org/en/instruments-
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gender inequalities in society. In this respect, it deserves a special place among the rights-based 
approaches (Downes, 2020). Our study will examine the Central Administration Budget of 
Turkey (2023) through a rights-based perspective, treating gender inequalities as one of the 
main forms of human rights violations. The study limits its human rights scope to education, 
health, accommodation and employment due to the broad range of rights. It discusses how 
public policies were framed in these areas in the 2023 Budget, along with their implications for 
gender equality.  

 

2. Methodology 

HRB should rely on normative human rights frameworks and the stages of the budget 
cycle should incorporate human rights principles and ideas (UNHR, 2017). Integrating a rights-
based perspective into the public policies and budgetary process requires certain conditions. To 
cite some of them, these are: Public policy processes must be transparent, participatory and 
inclusive; public authorities should be accountable; policies must not lead to discrimination; 
instead, they must serve the empowerment of people (UNHR, 2017; SHRC, 2019). For this 
purpose, maximum available resources should be used and alternative resources should be 
mobilized where necessary. In addition to this broad framework, the 2030 Sustainable 
Development Goals and the 2015 2015 Addis Ababa Action Agenda provided leverage to the 
signatory governments to commit to using the fiscal policies to enable targets rooted in human 
rights norms and agreements.6.   

The departure point of the methodology of this study is the holistic approach developed 
by the Center for Economic and Social Rights (CESR, 2012) for rights-based assessments. This 
approach is called OPERA, referring to the four-dimensional evaluations of rights in terms of 
outcomes, political effort, resources and other assessments. CESR measures enjoyment levels 
of rights with the available development indicators in the first stage and reflects on 
discrimination in those national indicators. In the second stage, the authors assess the policy 
efforts of the governments through the examination of their compliance with the human rights 
treaties and agreements that the governments are party or signatories to. Here, the evaluation 
involves the search for the existence of the signed treaties and the evidence for the potential of 
the public provision of goods and services to enable rights. The third step involves examining 
whether the resources are utilized according to maximum available resources (MAR) principles. 
Finally, in the last step, other socio-economic factors that can hamper the implementation of 
rights beyond the government's control and the government's capacity and determination are 
discussed.  

We adopted the OPERA method and searched for the gender gaps in Turkey using 
international development indicators of the United Nations Development Fund’s Human 
Development Index (HDI) and Gender Development Index (GDI) in the first step. Our 
observations verified the fact that gender gaps in Turkey persisted and they were stubbornly 
high, despite an improvement over the years. The second stage, where international 
agreements and local laws were scrutinized, provided a more optimistic picture of the political 
commitment to rights: Turkey was signatory or party to many of the significant national and 
international commitments in the fields of education, health, employment and accommodation 
and this legal framework provided a conducive environment for GRB and HRB implementations 
(Akduran vd., 2018; Akın & Türkçelik, 2018; Kızılırmak vd., 2022; Tan, 2018; Toksöz, 2020; Toksöz 
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ve Memiş, 2018). Due to the space limitations in this publication, we only present the third step 
in our analysis in detail in the following section and examine the competence of Türkiye’s 2023 
Performance Based Budget in the selected rights spaces and in alleviating gender gaps. As of 
2023, 67 programs were evaluated using the 2023-2025 Budget Preparation Guide (SBB, 2022b) 
and 2023 Budget Circular (SBB, 2022a) to look for possible answers to the following questions: 
Were there any references to gender equality and human rights frameworks? To what extent 
the rights to education, health, accommodation and employment were integrated into the 
programs? Were targets and indicators defined related to these areas? The answers to these 
questions led us to focus on 34 programs associated with equality and rights perspectives. The 
following section questions the resource and capability sufficiency of these programs.  

 

3. Findings 

The 2023 Budget Circular states the purposes of the Performance Based Budget that 
started in 2021 in Türkiye at the central level. Among them are fiscal transparency, associating 
public resources with targets, priorities and outcomes and harmonizing the public budgets with 
international budgeting frameworks (SBB, 2022a: 139). The 2023 Budget Law Proposal reflects 
the priorities of public service provision and expenditures (p. 139). The social security, 
education, health, employment, and poverty alleviation programs, by their nature, are linked to 
fundamental human rights and the share of allocations to these programs in the budget is non-
negligible at 33 percent.  

When examined through our evaluation matrix of equality rights, we find 34 programs 
among 63 (for which information is available in the budgetary documents considered)7. These 
programs either explicitly referenced gender equality and/or human rights, or they included 
gender equality and/or human rights indicators. (44 percent of the total budget, see Figure 1). 
Of these programs, only nine of them (Protection and Strengthening of the Family, Active and 
Healthy Aging, Participation of the Disabled in Social Life and Special Education, Human Rights, 
Employment, Women's Empowerment, Rural Development, International Development 
Cooperation, Poverty Fight and Social Assistance) can be associated with gender equality. In 
addition, only five programs have gender equality indicators (Employment, Women's 
Empowerment, Preventive Health, Secondary and Basic Education). All these programs had 
some reference to human rights.  

The most prominent programs within the scope of the relationship between gender 
equality and fundamental rights are those directly target education, health and employment 
(Primary Education, Secondary and Higher Education, Curative Health and Preventive Health and 
Employment). However, there is no program that we can directly associate with the right to 
housing. On the other hand, the most important program that can be strongly associated with 
the equality perspective and rights is the Women's Empowerment program. However, this 
program ranks 56th among all with a share of 0.04 percent of the budget. In addition, the Human 
Rights program receives almost zero percent of the budget. 

When we evaluate our gender equality and human rights criteria, only two programs 
are worth discussing: "Women's Empowerment" and "Employment" programs. However, the 
employment program received 2.1 percent of the budget, while the Women's Empowerment 
program’s share was 0.04 percent. As such, the budgetary resources allocated to these 
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programs, which we expect to include an equality and rights perspective, are pretty low. On the 
other hand, for example, the Social Security program, which had a relatively high share of 9.5 
percent of the budget, is not associated with gender equality and no gender indicators have 
been identified. Although the total budget share of the leading programs focusing on education 
is around 11 percent, the gender dimension of this fundamental right needs to be improved. A 
similar situation applies to health expenditures, where the share of health programs in the 
budget is 6 percent. 

 

Figure 1: Programs Standing Out at the Intersection of Equality and Rights in the 
Budget (2023) (% share in the budget)* 

 
Source: Author’s calculations based on SBB, 2022a: 139. * Shares of 34 programs related to 

human rights and gender equality in the budget are presented.  
 
 

4. Conclusion 
Introduced in 2021 at the central government level in Turkey, the Performance Based 

Program Budget provides a suitable framework for analyzing the budget in line with 
international budgeting approaches such as GRB and HRB. Our study examined the reflections 
of the rights to education, health, housing and employment on the central government budget 
at the intersection of gender inequalities and evaluated the programs. We found that slightly 
more than half of the 63 programs were associated with fundamental human rights concepts 
and human rights indicators. Among the fundamental rights, education and health are more 
prominent than employment and housing rights. However, only nine of these programs are 
related to gender equality. Compared to the gender equality approach, references to rights are 
more common in budget programs. Overall, programs need to be enhanced in terms of gender 
equality. In addition, programs other than education, health and employment related to 
fundamental rights have low budget shares and they have either weak or no gender equality 
linkages. 
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When assessed in conjunction with the criteria of inclusion of commitments to equality 
and rights concurrently, the incorporation of performance indicators aligned with this 
viewpoint, and the sufficiency of resources allocated from the budget, it can be asserted that 
the programs in the 2023 central government budget fall considerably short of fulfilling these 
criteria together. Turkey's programs within the central government budget require 
enhancement through an approach centered on human rights and particularly, women's rights 
perspective need to be strengthened. Additionally, there is a necessity to identify programs that 
align with genuine expectations and priorities of the society, as well as to allocate ample 
resources for the effective implementation of these initiatives. 
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Digitalization in Audit: The impact of Digital Transformation      
on External Audit System  
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Abstract 

Digital technologies change the strategic priorities and business models of audit institutions as 
internal control, financial processes, accounting and auditing. Digital transformation, also defined as 
Industry 4.0, has an impact on the audit profession with new and rapidly developing technologies such as 
big data analysis, block chain, artificial intelligence, cloud computing, internet of things, machine learning, 
and augmented reality. Pursuant to  Law No. 5018 and Law No. 6085, Turkish Court of Accounts (TCA)  
performs the duty of external audit in  public financial management system. Within this duty, it gives an 
audit opinion on the completeness, accuracy and reliability of the financial statements prepared by  public 
administrations. In this context, the planning, implementation, reporting and monitoring stages of audits 
by TCA  are carried out on the Audit Management Program  (SayCAP) . Data necessary for  financial 
auditing are obtained directly from the sub-systems of the Integrated Public Financial Management 
System designed by The Ministry of Treasury and Finance  to the VERA system developed by the TCA . In 
this study, both the basic stages of  business management  in SayCAP and the processes of obtaining and 
analyzing financial data of public administrations in the VERA system are evaluated, and the quality of 
audit scenarios in terms of their contribution to the audit are assessed. 

 
Keywords : Digitalization , Financial Audit , Integrated Public Finance Management Information System 
Gel Codes : H83, 033, G32 

 
 

1. Introduction 

Digitalization has impact on audit along with other functions of administration, creating 
a transformative effect on both the purpose of auditing and its methods and tools. Audit 
institutions adopted new strategies to lead the rapid and comprehensive change processes in 
technology and information avoiding the risks brought by digitalization and making it easier to 
benefit from the opportunities it offers. Digitalization has influence many aspects of audit ,  from 
the methods and approaches used in auditing to the basic stages of auditing, from evidence 
collection techniques to reporting processes, and helps to ensure  efficiency and effectiveness 
in auditing. 

TCA carries out the financial audit methodology together with compliance audit within 
the scope of regularity audit. The financial audit methodology essentially aims to achieve 
reasonable assurance on the completeness, accuracy and reliability of the financial reports and 
statements . For this, there is a need for complete, appropriate and timely access to financial 
data produced by public administrations and their accurate analysis. 

Financial transaction and activities, such as accounting records and personnel payments, 
of public administrations, which is subject to external audit, are transferred monthly by the TCA 
from central systems such as the Integrated Public Financial Management Information System 
to the Unified Data Retrieval System (BVAS). Apart from this, an audit management system  
(SayCAP),  developed by the Court of Accounts, is also used to electronically realize basic phases 
of audit without the use of paper. This study aims to examine the business principles of the VERA 
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and SayCAP systems of  TCA  as an example of digital transformation in auditing and to evaluate 
the effectiveness of these systems. 

 

2. Information Technologies and Their Effects on Auditing 

With the opportunities offered by globalization, digitalization has become a 
phenomenon that the whole world thinks about.  The development of information technologies 
often represents a great opportunity for both public and private institutions (Mancini etc. , 
2017:3). In this context, digital technology has been changing both the strategic priorities and 
management models such as internal control, financial processes, accounting and auditing. 

The digital transformation has made it essential for the nature and methods of audit to 
change (Otia, 2020: 253). Nowadays, when it is not possible to audit a large number of data 
recorded electronically using traditional methods, it is inevitable to use information 
technologies in the evidence collection, evaluation and audit process for a higher quality and 
continuous audit (Celayir and Celayir, 2020). Digital transformation, a defined as Industry 4.0, 
has radically changed the business principles and priorities of the audit profession with new and 
rapidly developing technologies such as blockchain, big data analysis, artificial intelligence, cloud 
computing, internet of things, machine learning, and augmented reality ( Deloitte, 2017:10; Gul, 
2017). 

Digitalized business processes and information technologies requires a methodological 
change in auditing. Apart from traditional methodologies such as financial audit, compliance 
audit and performance audit, new audit methodologies such as information systems audit have 
begun to develop. It is possible to see the reflections of digitalization in auditing more concretely 
in financial statement audits. 

 

3. Turkish Public Financial Management: Integrated Public Financial 
Management Information System 

In Turkish Public Finance Management System, information technologies are widely 
used in the fulfillment of the basic activities and transactions regulated in PFMC No. 5018. Public 
institutions make use of information systems in delivering services. The Ministry of Treasury and 
Finance has developed The Integrated Public Financial Management Information System to 
enable these systems to interact with each other and share information when necessary. The 
main purpose of this system is  to provide automation systems used in the processes related to 
financial transactions, with new technological opportunities such as electronic documents, 
electronic signatures and automatic accounting (Treasury and Finance, 2022; Türkay, 2018.) 

 

4. The Increasing Importance of Information Technologies in Audit by TCA  

Within the scope of the regularity audit by TCA, audit opinions are given on reliability 
and accuracy of the financial statements, based on the public administration accounts and 
related documents. In a regularity audit, an audit opinion is formed by obtaining reasonable 
assurance about the completeness and accuracy of financial statements and reports. In their 
financial statements prepared with the applicable financial reporting framework, management 
implicitly or explicitly makes assertions regarding the recognition, measurement, presentation 
and disclosure of the various elements of financial statements and related disclosures. 
management makes a number of explicit or implicit assertions regarding the recording, 



37th International Public Finance Conference / TR 57 

October 12 – 15, 2023, Antalya / Türkiye 

measurement, presentation and disclosure of various elements and related statements 
regarding the financial statements. The aim of the auditor in financial audit, which is a type of 
attestation engagement, is to obtain evidence regarding whether the management statements 
in the financial statements are presented correctly and fairly ( ISA, 315 ). 

The fact that Turkish Court of Accounts Law No. 6085 changed significantly the nature 
and scope of audit by TCA. In financial audit, in order to reach an audit opinion based on 
reasonable assurance, it is necessary to determine and implement procedures for financial 
transactions affecting the financial statement in the public administration. In accordance with 
the relevant legislation and regulations, public administrations are obliged to prepare their 
financial reports and statements electronically and submit them for audit. The spread of 
information systems in the public sector as well as in the private sector has enabled the 
execution, recording and classification of both financial statements and reports, as well as the 
activities and transactions on which they are based, in electronic format (TCA, 2018:31-32). 

 

5. Digital Tools Used in External Audit 

5.1.  Audit Management Program ( SayCAP ) 

SayCAP is basically intended to help the planning, management, documentation, 
review, reporting and recording of audits electronically without the use of paper. All 
stages of the audit are carried out on this system. The planning, implementation, 
reporting and monitoring stages of the audit have been designed in accordance with the 
sub-phases in the Regularity Audit Guide. The planning phase consists of the sub-phases 
of understanding auditee, determination of class of transaction (account areas) and 
determination of materiality, risk assessment, control tests, evaluation of the planning 
work and audit program. The implementation phase consists of field work  and review 
sub-phases. SayCAP's reporting module has also been created to ensure that audit 
reports comply with international standards, guides and other regulatory procedures 
(TCA, 2021). 

Although the SayCAP management system is open to continuous development 
in the light of information and data coming from the field regarding auditing,  some of 
the procedures in audit program are defined manually by auditors. In order for the 
system to function correctly and effectively and to provide the necessary analysis / 
reporting to the institution's management, the coding, procedure title and content of 
each procedure need to be in line with the previously defined format and structure. 

 
5.2.  Obtaining Data for Audit from Auditee 

In accordance with the PFMC No. 5018 and the TCA Law No. 6085, there are 
many public administrations with different budget types, which are under audit of the 
TCA.  Since, by its nature, audit engagement is intended to provide assurance to the 
relevant target users, it is of great importance that the data necessary for the audit be 
accurate and reliable. It is clear that there is a need for complete, accurate, reliable and 
valid accounting data. In this context, various principles have been adopted for the 
regular receipt of accounting data from both general budget public administrations and 
administrations with other budget types. 
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The financial statements of public administrations, the accounting transactions 
of which are carried out in the new Financial Management System (Government 
Accounting Information System), are received from this system to VERA on a monthly 
basis. The personnel payroll data of public administration who use the Public Personnel 
Expenditure Management System are received monthly via database connection. 

 
5.3. TCA Data Analysis and Business Intelligence System (VERA) 

In order to store the financial data of public administration and to perform the 
analysis needed, "Data Analysis and Business Intelligence System" (VERA) has been 
designed and introduced by TCA. This system uses Oracle BI Business Intelligence 
Software, which works with a central data warehouse structure. Accounting data of 
public administrations are received electronically and made available to auditors by 
uploading VERA (TCA, 2020:4). 

VERA is a flexible program open to development. A number of new functions can 
be created with the coding feature. The data in the databases of the administrations is 
taken into the data warehouse of TCA and then this data is structured as data sets and 
data cubes, taking into account their relationships with each other. Structuring the data 
as data sets/data cubes is carried out to ensure that VERA works quickly and effectively. 
The data is then made available to end users within the limits of their authorization 
through the VERA program. Auditors access this system in accordance with the 
authorization defined for them. 

 
5.4. Data Analysis and Reporting 

There are two different analysis types in the VERA System: Fixed and Variable. Fixed 
analyzes can be performed by running scenarios defined by the Data Analysis Group 
Department. Variable analyzes are original analyzes that auditors will make through methods 
such as filtering, comparison, adding functions and recalculation (TCA, 2020:16). 

Current fixed analysis; 

 Data validation analyzes 
 Financial statement analysis 
 Accounting books and tables 
 Interoperable accounts 
 Accounting scenarios 
 Personnel expense scenarios (specific to Central Government accounts) 
 Risk scenarios (specific to municipal accounts) 
 Sampling practices are as follows. 

 

6. Conclusion 

Digitalization has a transformative impact on audit activities and processes, as in 
all areas of corporate governance processes. In the financial audit,  as a part of Regularity 
Audit, TCA has been using digital technologies to respond to emerging needs in this field.  



37th International Public Finance Conference / TR 59 

October 12 – 15, 2023, Antalya / Türkiye 

SayCAP and VERA make significant contributions to the rapid and effective realization of 
audit processes in TCA. The coding of audit finding in SayCAP is of great importance in 
terms of both standardizing the findings and correct analysis and monitoring of the audit 
results. In order for the system to function correctly and effectively, the coding for each 
finding must be in the format and structure previously defined for the procedure in 
question. For this, there is a need to ensure correct coding by making the quality control 
processes carried out by the group head effective. In the VERA system, where the 
financial statements and records of the institutions are analyzed, the dynamic analysis 
tools developed by the audit teams themselves are as important as the existing static 
analyses. In particular, the risk analyzes carried out by audit teams accordingly will help 
detect risky transactions in the account area examined and identify potential errors. 
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Abstract 

The discussions about fiscal sustainability in health systems constitute one of the most important agenda 
items in recent years. The developments, such as the ageing population, technological advances, the 
increase in health expenditures triggered by COVID-19, the Russia-Ukraine war, rising inflation, a 
weakening growth outlook, and increasing borrowing costs, raise concerns regarding the fiscal 
sustainability of health systems. 

In this study, which was prepared to examine the fiscal sustainability of the health system in Türkiye and 
compare it with other OECD countries, the concept of fiscal sustainability in the health system was first 
investigated. Then some determinations have been made regarding the factors that threaten or support 
fiscal sustainability by examining various indicators about the fiscal sustainability of the health system in 
Türkiye and other OECD countries. 

The results obtained from the study reveal that the rapid increase in health expenditures in Türkiye is met 
by the fast pace of growth in GDP and doesn’t pose a significant risk in terms of fiscal sustainability in the 
budget. However, Türkiye's health system faces a number of challenges that may affect the fiscal 
sustainability of health expenditures in the future. In addition to developing rational solutions to the 
problems encountered in overcoming these difficulties, it is critical to evaluate potential efficiency areas 
in all processes of the health system. 

 
Keywords: Health System, Fiscal Sustainability, Health Expenditures, Health Expenditure per Capita, Ratio 
of Health Expenditures to GDP 
JEL Codes: H51, I10, I11 

 

1. Introduction 

Nowadays, health systems face significant challenges in terms of fiscal sustainability. In 
addition to the increasing and ageing population, many factors (the prevalence of chronic 
diseases, increased long-term care costs, increased use of new and expensive technologies, the 
impact of pandemic, etc.) increase health expenditures. Providing the necessary financing to 
meet increasing health expenditures is considered a fundamental factor in sustainable, 
innovative, and flexible health systems. 

For a health system to provide efficient and quality health services, it must be fiscally 
sustainable. According to the Institute for Health Metrics and Evaluation (IHME) data, in 2020, 
when COVID-19 was effective, global health expenditures increased by 7,6 percent compared to 
the previous year, constituted approximately 11 percent of global GDP with 9,9 trillion dollars, 
and reached a new peak. Estimates indicate that a significant increase in health expenditures 
will be required in the coming decades. Therefore, it is becoming more important to have 
sufficient fiscal and physical resources to meet the health needs of society now and in the future. 

In this context, in this study prepared to examine the fiscal sustainability of the health 
system in Türkiye and to make comparisons with other OECD countries, the concept of fiscal 
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sustainability in the health system was first examined. Subsequently, various fiscal sustainability 
indicators regarding the development of health expenditures in the world and Türkiye and the 
shares of these expenditures in GDP and budget were analysed, and data on the fiscal 
sustainability of the health system in Türkiye were tried to be presented comparatively. In the 
conclusion, the findings obtained from the study are briefly summarised. 

 

2. The Concept of Fiscal Sustainability in Health Systems 

Nowadays, fiscal sustainability is accepted as the fundamental factor in macroeconomic 
stability and sustainable growth. The concept of fiscal sustainability, which emerged in the 
1980’s, doesn’t have a generally accepted definition internationally. During the historical 
development process, various definitions have been made that highlight different features of 
the concept of fiscal sustainability. 

According to the widely used OECD definition, fiscal sustainability is expressed as “the 
ability of a government to maintain public finances at a credible and serviceable position over 
the long term” (OECD, 2015: 25). 

In Türkiye, the concept of fiscal sustainability is mostly defined as “the ability of a 
government to maintain its current expenditures, taxes, and other fiscal policies in the long 
term”. The concept of fiscal sustainability in the health system is expressed as “the ability of the 
health system to collect the necessary amount of resources to fulfill its expected responsibilities 
and to fulfill its responsibility to maintain and improve the health status with the resources it 
collects." (T.C. Kalkınma Bakanlığı, 2014: 93). 

 

3. Evaluation of the Health System in Türkiye in Terms of Fiscal 
Sustainability 

Although there are no general criteria to measure and evaluate fiscal sustainability in 
health systems, generally the ratio of health expenditures to GDP, health expenditures per 
capita, annual average growth rates of GDP and health expenditures per capita, the share of 
health expenditures in budget revenues and expenditures, comparison of health expenditures 
and GDP average growth rates, etc. indicators are used. In this study, an attempt was made to 
evaluate the fiscal sustainability of the health system in Türkiye by using similar indicators. 

 

3.1. Development of Health Expenditures in the World 

Between 1995 and 2020, global health expenditures increased by an average of 3,9 
percent annually, reaching 9,9 trillion dollars, or 10,8 percent of world GDP. In the same period, 
the increase in health expenditures per capita remained limited to 2,6 percent. This situation 
reveals that the demand for health services is increasing faster than health expenditures. 

In 2020, when COVID-19 was effective, global health expenditures increased by 7,6 
percent compared to the previous year, while the increase in health expenditures per capita was 
6,8 percent. In the same year, the ratio of global health expenditures to GDP increased by 1,1 
points and reached its highest level ever at 10,8 percent. 

The limited available data released by the World Health Organisation (WHO) shows that 
countries allocate a significant portion of public expenditures to COVID-19 related activities. In 
2020, health expenditures related to COVID-19 accounted for an average of 8 percent of 
government health expenditures and an average of 1 percent of total general government 
expenditures (WHO, 2022: ix). 
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Table 1. Global Health Expenditures 

 Global Health 
Expenditures (Trillion $) 

Global Health 
Expenditures per 

Capita ($) 

Global Health 
Expenditures/GDP (%) 

1995   3,8    656   8,3 

2019   9,2 1.180   9,7 

2020   9,9 1.260 10,8 

2021 10,3 1.300 10,7 

2022   9,9 1.240 10,0 

2023 10,2 1.270 10,0 

2050 16,9 1.830 12,9 

Source: Institute for Health Metrics and Evaluation, 2023. 
Note: Data after 2020 are estimates. 

 

Global health expenditures, which increased significantly in 2020 due to the impact of 
COVID-19, showed a similar trend in 2021. In 2021, according to the estimates made by IHME, 
global health expenditures increased by 4,4 percent to 10,3 trillion dollars, and health 
expenditures per capita increased by 3,2 percent to 1.300 dollars. In the same year, the share of 
global health expenditures in GDP is expected to decrease by only 0,1 points to 10,7 percent 
compared to 2020. 

In addition, according to the estimates made by IHME, global health expenditures are 
expected to continue to increase every year after a 3,9 percent decline in 2022 and reach 16,9 
trillion dollars in 2050. In the same year, global health expenditures per capita are expected to 
be 1.830 dollars, 44,1 percent higher than the level in 2023. In 2050, the ratio of global health 
expenditures to GDP is estimated to be 12,9 percent. 

 

3.2. Development of Health Expenditures in Türkiye 

Health expenditures in Türkiye increased by an average of 16,1 percent annually from 
24,3 billion TL to 353,9 billion TL from 2003, when the Health Transformation Programme was 
implemented, to 2021. In the same period, while the average annual increase in public health 
expenditures was higher (16,7 percent), it remained more limited in private health expenditures 
(14,1 percent). 

The decisive role of the public sector in health expenditures has become more evident. 
From 2003 to 2021, the public sector share in health expenditures increased by 7,3 points, from 
71,9 percent to 79,2 percent, reaching the highest rate in the post-2012 period. Considering that 
the average public sector share in health expenditures in OECD countries is 76,3 percent, it is 
understood that the role of the public sector is much more evident in Türkiye (OECD, 2023). 

A large portion of health expenditures in Türkiye are covered by the Social Security 
Institution and the Central Government. Unlike the Continental Europe, the share of local 
governments is very small. While the decisive role of the public sector increased from 2003 to 
2021, the share of private health expenditures decreased from 28,1 percent to 20,8 percent. On 
the other hand, out of pocket health expenditures, which have a share of 15,9 percent of total 
health expenditures, increased by 40,5 percent in 2021. 
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Table 2. Health Expenditures in Türkiye 

(Million TL) 
2003 2021 

Amount Share (%) Amount Share (%) 

Total Health Expenditures 24.279 100,0 353.941 100,0 

  General Government 17.462 71,9 280.220 79,2 

     Central Government 6.317 26,0 111.180 31,4 

     Local Governments 482 2,0 1.975 0,6 

     Social Security Institution 10.662 43,9 167.065 47,2 

  Private Sector 6.817 28,1 73.721 20,8 

     Households 4.482 18,5 56.342 15,9 

     Other (1) 2.335 9,6 17.380 4,9 

Source: TÜİK, 2022. 
(1) “Other” health expenditures cover health expenditures of insurance institutions, non-profit 

organizations serving households and other enterprises. 

 

While current expenditures constitute a large portion of health expenditures, the share 
of investment expenditures remains quite limited. From 2003 to 2021, the share of current 
expenditures decreased from 97,5 percent to 93,5 percent, whereas the share of investment 
expenditures increased by 4 points, but it still has a very small share at 6,5 percent (TÜİK, 2022). 

Hospital expenditures constitute nearly half of total health expenditures. From 2003 to 
2021, while the share of hospitals increased by 14,2 points, another significant item was medical 
goods, although its share decreased in the intervening period (13,2 points). In 2021, providing 
of ambulatory health care and public health practices also increased their share significantly, 
with 9,4 percent and 9,2 percent, respectively, due to the effect of vaccination (TÜİK, 2022). 

 

3.3. Fiscal Sustainability Indicators Regarding the Health System: Türkiye and 
Other OECD Countries 

According to OECD data, while the ratio of health expenditures to GDP in 2022 is 9,3 
percent on average in OECD countries, Türkiye has the lowest rate among 38 countries at 4,3 
percent. The rate, which was 4,6 percent in 2020 and 2021, decreased slightly in 2022 (OECD, 
2023). According to TÜİK data, the ratio of total health expenditures to GDP in 2021 is 4,9 
percent. The average for the period 2003–2021 is 5 percent. Considering that the OECD average 
between 2015 and 2022 is 9 percent, Türkiye has very low rates. 

According to OECD data, health expenditures per capita based on purchasing power 
parity in Türkiye increased by 17,2 percent compared to the previous year and reached 1.827 
dollars in 2022 (OECD, 2023). Despite these increases, health expenditures per capita in Türkiye 
are almost 1/4 of the OECD average. 

In the 2003–2022 period, health expenditures increased above economic growth in the 
majority of OECD countries. Following the 5,8 percent increase in health expenditures per capita 
in the 2003–2009 period, the slowdown in the 2009–2019 period (3,5 percent) was determined 
by the recession in many OECD countries after the global financial crisis, as well as the decreases 
in health expenditures due to the austerity policies in some countries (especially Greece, Ireland, 
Italy, Portugal, and Spain). The 8,3 percent increase in the 2019–2022 period reflects the effects 
of the pandemic. There is a similar trend in Türkiye (8,1 percent, 4,2 percent, and 14,1 percent, 
respectively). However, the increase rates are above the OECD average (OECD, 2023). 
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In 2021, the share of health expenditures in general government expenditures was 16,2 
percent on average in the OECD. While the highest rate belongs to the USA with 22,9 percent, 
this rate is also over 20 percent in Ireland, Czechia, Japan, and the UK. The lowest rate is in 
Switzerland with 7,8 percent (OECD, 2023). There is no information about Türkiye in OECD data. 
Therefore, for Türkiye, an attempt was made to make evaluations using the central government 
budget sizes published by the Republic of Türkiye Ministry of Treasury and Finance. 

While the share of health expenditures in central government budget expenditures in 
Türkiye was at an average level of 4 percent in 2006–2008, it remained at 1 percent or below 
for many years and increased to 6-7 percent in 2021 and 2022 due to the effect of the pandemic. 
When the functional distribution of central government budget expenditures in 2022 is 
examined, it is seen that health expenditures rank sixth with a share of 6,5 percent and have 
surpassed defence services in the last two years (TCHMB, 2022). 

Although the burden of public health expenditures on the budget (their share in central 
government budget revenues and expenditures, tax revenues and non-interest expenditures) 
has increased in recent years due to the effect of the pandemic, these rates are slightly above 
the 2006-2021 average. In addition, the growth rates of health expenditures and GDP in Türkiye 
were very close to each other. 

 

3. Conclusion 

Although the burden of health expenditures on the budget has increased slightly in 
Türkiye in recent years, especially due to the impact of the pandemic, the fact that the increase 
in health expenditures is met by the fast pace of growth in GDP doesn’t pose a significant risk in 
terms of fiscal sustainability. In addition, the development of health expenditures in Türkiye in 
terms of various indicators is quite moderate compared to other OECD countries. 

However, although the share of health expenditures in GDP remains below the OECD 
average, especially with the contribution of the young population, there are some difficulties 
that may affect the fiscal sustainability of the health system in Türkiye. Among these difficulties: 
city hospitals, the number of health staff, the outward migration trend in the health sector, the 
increasing emphasis on new health technologies, the increase in expenditures on medicine and 
treatment instead of preventive health, the importance of personalised treatment and 
medicines, the fact that the share of the elderly population that was 9,7 percent in 2021 will rise 
above 16 percent in 2040, etc. issues stand out. 

In this context, in order to ensure the fiscal sustainability of the health system in Türkiye 
in the future, it is necessary to develop rational solutions in many areas (patient referral chain, 
contribution fees, complementary health insurance, quality-cost dilemma, fiscal sustainability 
of university hospitals, qualified medical education, performance system regarding doctors, 
rational drug use, health tourism, domestic production of health products and technologies, 
etc.) and to evaluate potential efficiency areas in all processes of the health system. 
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Abstract 

The institutional and legal structure of the political accountability system based on the 
parliamentary government model that has been implemented in Turkey for almost a century changed 
after the General Elections and the Presidential Elections held on 24 June 2018. Henceforward, Turkish 
government system on the parliamentary model has turned into a presidential type of government 
system, called the Presidential Government System. With the Presidential Government System, the 
executive power and function has passed to the President, who is directly elected by the citizens and also 
has no political responsibility or accountability to the Parliament. Following this transformation, the 
political meaning of the budget and final account process with the political accountability system have 
been fundamentally affected. 

In this study: 

- First of all, after establishing a theoretical framework on the axis of power of purse with political 
accountability in representative democracy, the effectiveness of representative bodies on the budget will 
be evaluated according to presidential and parliamentary government systems in the world. 

- Subsequently, we will focus on the effectiveness of the Turkish Grand National Assembly on the 
budget will be analyzed on the axis of the power of purse with the political accountability during the five-
year period (2019-2023) in that time the presidential government system actually implemented. 

 
Keywords: Presidential government system, political accountability in Turkey, power of purse. 
JEL Codes: H10, H61, D70 

 

1. Introduction 

As a result of the struggles to limit the fiscal authorities of the absolute political power, 
the power of purse, which is a considerable cornerstone in the institutionalization of 
representative democracy, has embodied itself on the political accountability mechanism, which 
is the parliamentary approval and political supervision. In its 200 years historical advancement 
of modern state, political accountability, in line with the principle of separation of powers, has 
become the key institutional existence of representative democracy, regardless of government 
systems. The political accountability design in government systems has a fundamental function 
in establishing the check and balance between state organs. In representative democracy, this 
political accountability function is defined in terms of government/president, parliament and 
voters, regardless of the government system. 

The institutional and legal structure of the political accountability system in Turkey has 
changed with the Constitutional Amendment Law No. 6771 dated January 21, 2017.  This 
Constitutional Amendment Law adopted by a plebiscite on April 16, 2017. Thereafter, the dual 
structure of the executive body, the President and the Council of Ministers, has turned into a 
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presidential type of government system. This new government system has called the 
"Presidential Government System (PGS)" that all the executive power is concentrated in the 
President elected by the people. 

The most important transformation in the new government system, which was actually 
passed after the General Elections and the Presidential Elections held on 24 June 2018, has been 
experienced in the political accountability of the executive power. Previously, executive power 
and function was undertaken by the prime minister with the council of ministers established 
with a vote of confidence received from Grand National Assembly of Turkey (GNAT), had 
collective and individual political responsibilities to the Parliament. With the PGS, this executive 
power and function has passed to the President, who is directly elected by the citizens and also 
has no political responsibility to the GNAT. In this new model, the political, legal and institutional 
structure of the public-decision making system has also changed. After this transformation, the 
political meaning of the budget and final account process, which is the resource allocation 
process of public policies, with the political accountability system have been fundamentally 
affected. 

In the PGS, the constitutional provision in Article 7 of the Constitution stating that 
“Legislative power is vested in the Grand National Assembly of Turkey on behalf of Turkish 
Nation and this power shall not be delegated.” has not changed. However, in Articles 104, 106 
and 123 of the Constitution, the President is empowered to issue a Presidential Decree, which 
has the force of law, in areas such as the execution of executive transactions, establishing and 
abolishing ministries, establishing a public legal entity, determining the procedures and 
principles for the appointment of senior public administrators. With these powers, the President 
has gained an important position in the process of enacting public policy decisions at the 
constitutional level. However, no political accountability towards the Parliament has been 
envisaged in this new government system. 

 

2. The Main Features of Political Accountability in the Turkish 
Presidential Government System 

With the 2017 Constitutional Amendment, significant transformations were taken place 
in the political accountability system, because of the President, who is sole the political 
representative of the executive branch, is directly elected by the citizens. Since the Presidency 
and the GNAT do not originate from each other in PGS, there is no longer a relationship of 
political responsibility (Gözler, 2019:857). Because there is a strict separation of powers 
between the executive branch and the parliament in presidential systems. In addition to that 
there is no interpellation and vote of confidence mechanism in presidential systems (Gözler, 
2019:683). For this reason, with the 2017 Constitutional amendments, constitutional regulations 
were made to separate the organic tie between the GNAT and the executive branch. 

With the transition to PGS, there has been a significant transformation in the field of 
political responsibility with the interpellation and vote of confidence mechanisms peculiar to 
the parliamentary government system. Within this scope; Article 99 regulating interpellation, 
article 110 and 111 regulating the vote of confidence with no-confidence mechanism, and 
articles 112 regulating the political responsibilities of the Prime Minister and ministers, of the 
Constitution have been abolished. In the new government system, vice presidents and ministers 
are appointed by the President. Therefore, in terms of political responsibility, vice presidents 
and ministers are responsible to the President according to Article 106 of the Constitution. That 
is, ministers have no political responsibilities towards the GNAT in PGS. 
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In the PGS, the responsibilities of the President, vice presidents and ministers towards 
the GNAT are defined as criminal, not political (Gözler,2019:697-698). The criminal liability of 
the President is regulated in the 105th article of the Constitution, and the criminal liability of the 
vice presidents and ministers is regulated in the 106th article of the Constitution. However, in 
these articles, the quorum required to open a parliamentary investigation against the vice 
presidents and ministers and to bring them before the Supreme Criminal Tribunal have been 
envisaged to be quite high (for opening investigation three fifths and for brought before 
supreme court two thirds of the total number of members). Due to these quorums, the 
possibility of using the parliamentary investigation procedure is very low. When we look at 
presidential system, the quorum for parliamentary investigation is regular number of members. 
For example, in the USA, the vote of the absolute majority of the total number of members of 
the House of Representatives is sufficient for the president or a minister to operated the 
impeachment mechanism (Gözler;2019:695). In PGS, the duty of the Vice President or minister 
who is convicted by the Supreme Criminal Tribunal of a crime that prevents him from being 
elected as a result of a Parliamentary investigation ends. For this reason, parliamentary 
investigation in PGS is a more effective control tool than other methods of obtaining information 
and supervision listed in Article 98 of the Constitution. However, considering both the high 
voting quorum regarding the investigation process and the need to assert a crime related to 
his/her duty, it is not possible to use this mecanizm effectively against a minister or vice 
president (Gözler, 2019:698).  

 

3. Controversial Topics within the Scope of the Power of Purse in the 
New Political Accountability System 

After the 2017 Constitutional amendment, two debates have gained importance in 
terms of political accountability. The first of these is about the phrase which GNAT is to 
"supervise the Council of Ministers and ministers", which was included in Article 87 of the 
Constitution and was removed by the 2017 Constitutional Amendment. It is argued that not 
regulating this phrase as "supervising vice presidents and ministers" weakens the political 
accountability mechanism in the PGS. The second arises at the point of authority granted to the 
executive body in the Constitution regarding provisional budget implementation. 

First controversial issue: After the 2017 Constitutional amendment, the defiency to 
make a regulation compatible with PGS, instead of the phrase "supervising the Council of 
Ministers and ministers" defining a certain area of authority in Article 87 of the Constitution, 
have been considered contrary to the GNAT's Power of Purse. The question that arises at this 
point is whether the authority of the GNAT to supervise the executive branch has been 
abolished? Or whether it weakens the effectiveness of the power to supervise the executive 
branch? Let's discuss this question. 

PGS is designed around the basic institutional and political facts of the presidential 
model in Turkey. Therefore, there is no organic relationship between the Parliament and the 
President, who is the only political representative of the executive branch. The President is 
elected directly by the people and is accountable to the citizens through elections in this new 
government system. This design is a correct approach based on a pure presidential model. 
However, since the President can also be the leader of a party, it is not possible to say that 
he/she does not have an organic connection with the Parliament. On the other hand, in PGS, the 
GNAT can obtain information about the public policies carried out by the executive body through 
parliamentary inquiry, general debate, parliamentary investigation and written question listed 
in Article 98 of the Constitution. In these parliamentary supervision ways, GNAT can supervise 
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executive body. Therefore, it is claimed that the phrase "supervising the Council of Ministers 
and ministers" in Article 87 of the Constitution can be changed to "supervising the vice 
presidents and ministers" (Gözler, 2019:664) is not contrary to the presidential system. With 
this phrase change, ministers and vice presidents who use budget appropriations could be 
ensured political accountable to the GNAT for the public policies they carry out. Thus, a strong 
constitutional basis could be established for the GNAT to effectively use the means of obtaining 
information and supervising provided for in Article 98 of the Constitution. 

The second discussion is based on whether the constitutional authority granted to the 
executive body to implement a provisional budget in case the budget law cannot be put into 
effect in due time is contrary to the power of purse that traditionally belongs to the parliament. 
With the 2017 Constitutional amendment, the authority to issue a provisional budget, which 
belonged only to the GNAT in the previous government system, was also granted to the 
Executive body in case the GNAT could not enact a provisional budget law. In Article 161 of the 
Constitution; If the budget law cannot be put into force within due period, the provisional 
budget law shall be enacted. If the provisional budget law cannot also be enacted, the budget 
of the previous year shall be applied increasingly as per the revaluation rate until the new budget 
law will be adopted. The main difference of this constitutional regulation from the temporary 
budget practice in the previous government system is that the executive branch is given the 
authority to implement a the provisional budget through an administrative action in case the 
the provisional budget law is not enacted by GNAT. In addition to that, another important 
difference in provisional budget implementation is that a temporary period is not foreseen in 
provisional budget implementation and an upper limit is not imposed in determining provisional 
budget appropriations. 

 

4. The strength of the Grand National Assembly of Turkey in exercising 
own the Power of Purse in the Period Between (2019-2023) 

The (2019-2023) period covers the five years in which CBHS is actually implemented. In 
this period, legislative and supervision activities peculiar to PGS were carried out in GNAT. In this 
period, according to Article 161 of the Constitution, which contains provisions regarding the 
discussion and approval of the budget, the GNAT used its authority to approve the budget and 
final accounts arising from its power of purse. In fact, no fundamental changes have been made 
in Article 161 of the Constitution other than the way the budget is presented and the provisional 
budget implementation. 

According to Article 161 of the Constitution, The Plan and Budget Commission, which is 
a constitutional commission, has unlimited authority to make suggestions that increase 
expenses or reduce revenues in the budget. Despite this constitutionally unlimited authority, 
the Planning and Budget Commission has never been able to exercise its authority to make 
changes on budget appropriations in this five years period. Starting from the 2019 budget, which 
is the first budget made in the new government system, no changes have been made to the 
budget appropriations, including the 2023 budget2. 

In addition to not making any changes to the budget appropriations, the period for 
discussion and approval of the budget and final account bill proposals in the Commission and 
the Plenary of the GNAT has also become shorter. According to Article 161 of the Constitution, 
GNAT is given 75 days for the discussion and approval of budget and final account bill proposals. 
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However, the budget process in the GNAT is being completed in less than the 75 days required 
in the constitution. 

 

5. Concluding Remarks 

In this study, the following issues came to forward in the field of budget and supervision 
authority of the GNAT. 

1. The budget discussion and approval process in the Commission and the GNAT Plenary 
is completed in 30-35 days, less than the constitutionally stipulated 75 days, and the GNAT 
cannot assume a decisive role on budget appropriations, despite its constitutionally unlimited 
authority. 

2. The fact that the phrase "supervising the Council of Ministers and ministers", which 
was included in Article 87 of the Constitution and was removed from the text of the article with 
the 2017 Constitutional Amendment, was not regulated as "supervising the vice presidents and 
ministers" has weakened the political accountability mechanism in the PGS. 

3. In Article 161 of the Constitution, the right vested to the president to issue a 
provisional budget in case the GNAT cannot enact a budget or a provisional budget law is 
contrary to the power of purse that belongs to the parliament in the theory of representative 
democracy. 
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Abstract  

Despite the increase in revenues generated from digital economic activities with the digitalization of the 
economy and the addition of new concepts, institutions and principles in the economic structure, new 
problems arise every day in the taxation of revenues generated in the economic structure and new 
concepts by tax authorities. One of the main reasons for the emerging problems is that tax administrations 
do not have the technological infrastructure to monitor and detect the values created or transactions 
made in new business models. Another reason is that the existing tax laws are insufficient in taxing new 
concepts and institutions in the economic structure since they take into account the economic values and 
working patterns of the period in which they were prepared. This situation has revealed the need to 
redesign tax laws in accordance with the digitalization process in order to ensure fairness in taxation and 
to prevent revenue losses and/or to obtain new sources of revenue. In this direction, first of all, the 
essential elements of taxation such as taxpayer, subject matter, tax-generating event, tax rate, 
exemptions and exceptions should be redefined in line with the new meanings gained as a result of the 
effects of the digitalization process. As a matter of fact, determining the new meanings of the essential 
elements of tax in the digitalization process is important for the regulation of formal and substantive tax 
law. The purpose of this study is to reveal the changes brought about by the digitalization process in the 
taxpayer, tax subject, tax responsible and taxable event, which constitute the essential elements of tax, 
on the basis of country examples. In this context, in this study, the legal regulations regarding the essential 
elements of tax in various countries are presented, the current regulations in Turkey are examined and 
suggestions are made regarding the regulation of the essential elements of tax in the tax reform process. 

 
Keywords: Digitalization, Digital Transformation, Digital Tax, Fundamental Elements of Tax. 
JEL Codes: H25, H26, K34. 

 

1. Introduction 

With the digitalization process, data has been expressed in computer bits, and the use of the 
internet and mobile networks in society has become increasingly widespread. This 
transformation in the social structure has inevitably necessitated changes in the economic 
structure. In order not to fall behind in global competition, businesses have started to include 
digital technology and increasing data flows, which have developed with the digitalization 
process, more in their production and decision-making processes. Thus, digital technology and 
data have transformed from being a side factor to a key actor in production and decision-making 
processes, leading to the development of new digital business models where value is created 
around digital technology and data (UNACTAD, 2019: 39). This has also changed the way of doing 
business and working, traditional business models have started to transform around digital 
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technologies, and physical goods and services have been replaced by digital goods and services. 
In addition, the access of digital goods and services to global markets has become easier, and 
the consumption and transportation patterns of digital goods and services have also changed. 
With this change, as the digitalization process has become widespread in the economy, the 
share of digital economic activities in the world economy has increased. 

Existing tax laws are insufficient to tax digital economic activities since they are prepared by 
taking into account the concepts and institutions related to traditional economic activities. 
However, in order to ensure fairness in taxation and to prevent the loss of tax revenues, it is 
important to reorganize tax laws to cover the concepts and institutions of digital economy. In 
this context, the purpose of this study is to reveal the new meanings of the fundamental 
elements of taxation in the face of the concepts and institutions emerged by the digital economy 
and the regulations made in line with the country practices. In line with this purpose, the study 
first examines the general concepts related to digitalization, then examines the changes in the 
essential elements of tax in the context of country practices, and concludes with 
recommendations on the reorganization of the essential elements of tax in Turkey. 
 

2. General Explanations on the Concept of Digitalization  

2.1. The Concept of Digitalization and Its Basic Elements 

There is no standard definition agreed upon in the literature on the concept of 
digitalization. In the literature, the concept of digitalization is sometimes interpreted narrowly 
as digitization and sometimes broadly as digital transformation (Brennen and Kreiss, 2014). On 
the other hand, the concepts of digitization, digitalization and digital transformation refer to 
different concepts. Digitization is the conversion of data into digital format by encoding it in 
binary number systems expressed in 0 and 1. Digitalization can be expressed as interconnections 
that result in innovation and change in existing activities using digital technologies and digital 
data. Digital transformation is a broader concept that refers to the economic and social effects 
of digitization and digitalization (OECD, 2019: 18). 

Although there is some confusion over the concept of digitalization, there is a consensus 
on the key elements or technologies that drive changes in the economic and social structure. 
These technologies include blockchain, 3D printing technology, 5G technology, internet of 
things, cloud computing, robotics, artificial intelligence and big data (OECD, 2019: 18). 

 

2.2. Digital Platform-Based Business Models as New Business Models 
Emerged by Digitalization in the Economy 

Digital platforms are generally defined as "a digital place that allows users to interact 
with each other more easily and cheaply, creating new value or exchanging existing value" 
(Evans, 2016: 6). Unlike physical platforms, digital platforms have taken their activities to a 
global scale by building a trust mechanism between users through data and digital technologies, 
reduced transaction costs by providing users with the opportunity to match much more easily 
and efficiently and scaled rapidly by taking advantage of network effects (Belleflamme and Peitz, 
2021: 11). In this way, digital platforms have become an important actor in the economy by 
achieving great market power with different business models in different sectors (Karagülle, 
2020: 6) 
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3. The Impact of Digitalization on the Fundamental Elements of Tax 

The new concepts, institutions and principles emerging in the social and economic 
structure of digitalization not only affect many branches of law, but also tax law, providing many 
new opportunities to tax parties, but also facing several challenges. This situation necessitates 
the reorganization of the existing tax laws, which cover the events occurring in economic life, to 
cover the relationships and concepts in the emerging digital social and economic structure 
(Hilgendorf, 2018: 11). In this context, digitalization will eventually affect all aspects of formal 
and substantive tax law, leading to the transformation of tax law. Although the taxpayer, tax 
responsible, tax subject, taxable event, tax base, exceptions and exemptions and tax rate 
constitute the essential elements of tax, only the taxpayer, tax responsible, tax subject and 
taxable event will be discussed in this study. 

The concept of taxpayer is defined in the Tax Procedure Law as a natural or legal person 
who owes tax according to the tax laws. In terms of being a taxpayer in the definition, the law 
seeks to be a real and legal person, but in other tax laws, some entities such as business 
partnerships that are not real and legal persons are also included in the scope of taxpayers. With 
digitalization, discussions have emerged on the definition of artificially intelligent robots as 
taxpayers, which is a new technology emerged by digital technologies, in addition to the 
taxpayers existing in the existing laws. Especially as artificially intelligent robots have started to 
replace humans in the workforce, it is proposed to tax artificially intelligent robots by granting 
them electronic personality in order to protect human labor (Gedik, 2020: 30). However, when 
the country practices are examined, it is seen that there is no legal regulation in the EU, the 
United States of America (USA), South Korea and Italy, where there are draft regulations. In 
addition, with digital technologies, companies can now earn income without having a physical 
presence in the source country. The ability of companies or businesses to earn income without 
having a physical presence in the source country leads to a change in the nature of the taxpayer. 
Although various approaches to taxation of the taxpayer in the source country have been 
proposed, such as user participation, significant economic presence and intangible rights, there 
is no agreed approach. 

The concept of tax responsible is the person who is accountable to the creditor tax office 
for the payment of tax. The digitalization process makes the tax liability of digital platforms more 
important than the liability institution in the existing tax laws. The reasons for this are that a 
significant portion of sales of goods and services are made through platforms, they have a large 
amount of customer data, they can eliminate fiscal measures, and the taxes of sellers below the 
fiscal threshold can be accessed (OECD, 2021; OECD, 2020). 

The concept of tax subject refers to the legal and actual situations on which the tax is 
levied. With the use of digital technologies in economic activities, many digital economic 
activities have emerged and they are excluded from tax as they are not regulated in tax laws. In 
this study, digital goods and services, crypto assets and sharing economy activities related to 
digital economic activities are discussed.  

Taxable event is defined as the actual or legal situation that must occur according to tax 
laws for the tax receivable to arise. The change in the production and consumption patterns of 
goods and services with digitalization has changed the ways of income generation and delivery 
of goods and services. Therefore, the need to reorganize the taxable event in tax laws in 
accordance with the new digital activities has emerged. 
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4. Conclusion  

There are no internationally agreed standard definitions of the basic concepts of digital 
technologies and the new concepts, principles and institutions that digital technologies create 
in the economic structure. While this situation makes it difficult to define tax-related concepts 
in tax laws, countries have started to harmonize their tax laws with these concepts. In this 
context, when the regulations regarding the essential elements of the tax in Turkey are 
examined, it can be said that the regulations are quite limited, and there is only a regulation 
within the scope of the Digital Services Tax. In this context, in order to tax artificial intelligence 
robots regarding the concept of taxpayer, the concept of robot should be defined by specifying 
its characteristics and a tax personality should be established accordingly. The responsibility of 
digital platforms as a taxpayer should be reorganized. Introducing a financial threshold at the 
point of responsibility of digital platforms will contribute to the more effective fulfillment of 
notification and collection functions and the obligation of platforms to share information will 
contribute to the prevention of unrecorded activities. As a tax subject, crypto assets, digital 
products, sharing economy and gig economy activities should be defined in accordance with the 
digital economic structure. In line with these definitions, the taxable events related to these 
activities should also be reorganized. However, the fact that digitalization changes economic 
activities very rapidly may prevent a regulation from achieving the desired purpose in taxation 
before long. In order to cope with the constant changes brought about by digitalization, the 
establishment of a binding commission to follow technological changes may become an 
important requirement for harmonization of tax laws. 
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Abstract  

The study was written to evaluate the digitalization process in tax management. Digital transformation in 
political, economic, and legal fields is also important for tax management. Firstly, the concept of tax 
management is explained in the study. After explaining the necessity of tax management to undergo a 
digital transformation in the face of the digital economy, examples of countries that have made important 
studies in digitalization are given. Following these country examples, Türkiye's digital transformation in 
tax management was mentioned and various deficiencies were identified. Although studies have been 
carried out in the name of digital transformation in Turkish tax management, it is necessary to draw a 
good road map for a simultaneous transformation with global practice in the future and to continue 
development. should be considered in the future. 

Keywords: Tax Management, Digitalization, Tax Administration, Digital Economy. 
JEL Codes: H20, K15, K34 

 

1. Introduction 

Digitalization has occurred with the global spread of digital devices and designs 
produced as a result of technological developments. With digitalization, a new and unique 
economy has emerged and new business models have emerged. As a result of the difficulties in 
tracing the source and transactions of different economic models emerging with digitalization, 
difficulties in taxation have started to be experienced. It is seen that classical taxation principles 
are insufficient in solving problems such as the difficulty in tracking transactions carried out with 
digital assets, the difficulty in taxing cross-border transactions of digital platforms, etc. Reasons 
such as the decrease in tax collection rates due to weakened economic relations in the pandemic 
and the decrease in the rate of audits in the workplace with the widespread use of remote 
working also encourage digitalization. Therefore, tax administrations must improve their 
infrastructure and enter a system-oriented digital transformation process. 

 

2. The Concept Of Tax Management 

Tax management is a sub-concept of the concept of financial management; tax-related 
It refers to legal regulations, tax administration and tax judgement process (Akdoğan, 2020:195). 
Tax management has both organisational and procedural meanings it is possible to say. The 
concept, taxation institutions and taxation process (Mutlu, 1998: 7).  

When the Turkish tax legislation is analysed, it is seen that there is no definition of tax 
management does not exist. Article 4 of the Tax Procedure Law No. 213 states that the tax office 
"is the department that identifies the taxpayer, assesses, accrues and collects the tax." (Mutlu, 
1998: 7). 
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3. Digitalization Of Tax Management 

3.1. General Framework 

Tax management has entered a radical change process with digitalization. This change 
is both It means both the structural reform of tax administrations and the improvement of 
administrative process management. Digital transformation in tax management is not only 
country-based but also a global transformation is targeted. However, the process of integrating 
digital tools into tax management does not take place simultaneously in every country.  

Although each country is at a different stage, the digitalization process passes through 
similar paths. Filing and accounting transactions, which first started in an electronic 
environment, started to continue in the form of an electronic audit and evaluation process in 
the following period (Marchenko, 2022: 128). On a global scale, it is seen that the transfer of 
books and documents related to the taxation process to the electronic environment and e-
declarations have become widespread.  

The OECD and the European Union carry out the most comprehensive and regular 
studies on digitalization prepare reports and set certain criteria for the digital transformation of 
tax management. Among the reports, the OECD has prepared the most comprehensive and 
detailed digitalization plan. This plan is also taken as a reference in the EU and most other 
countries' plans.  

Although the studies differ from each other, the global digital transformation proceeds 
on the main axis determined in the OECD's Tax Administration 3.0 report dated 2020. According 
to the OECD report, the level of development of tax offices has 3 stages. The first of these is Tax 
Administration 1.0. At this stage, there is a paper-based, slow and costly tax administration. Tax 
Administration 2.0, which is the next step, is the stage that can be called e-administration, where 
it is possible for the tax administration to increase efficiency and effectiveness by using digital 
data and technology tools, public and private sector cooperation at the point of digitalization, 
and easier detection of problems in workflows. 3.0 is the stage in which interconnected 
taxpayer-tax administration ecosystems are created and automatic and uninterrupted taxation 
is realized. At this stage lies the ideal of creating an automated system where tax just happens." 
(OECD, 2020). The main purpose of the report is to realize a taxation process that is integrated 
into the natural systems of taxpayers. The true digitalization of tax management should involve 
not only the adoption of new tools and technologies but also a comprehensive legal and 
institutional transformation. 

 

3.2. Building Blocks of Digital Transformation 

A specific roadmap for digital transformation has been drawn up by the OECD and its 
building blocks are has been created. These are respectively;  

 Building Block 1: Digital Identity  

Taxpayers are securely registered in the tax system and taxpayers It provides 
functionality by connecting natural systems to each other. Global practice examples: Thailand: 
National Digital Identity Project, Canada - Community Volunteers Income Tax Programme 
Identity Verification Team (OECD, 2023). 

 Building Block 2: Taxpayer Contact Points: 
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It enables taxpayers to communicate with the tax administration when necessary, and 
provides these points embedded in the natural systems of taxpayers. Global practice examples: 
Hungary - Supporting flat-rate taxation (OECD, 2023), Denmark - APIs for Submitting VAT 
Returns (SOAP Web Services) (OECD, 2022). 

 Building Block 3: Data Management and Standards: 

Effective data management of the administration in order to increase tax compliance 
and reduce administrative burden framework for tax rules.  Global practice examples: Australia 
- Real Time Online Controls (OECD, 2022), Türkiye - Applying Behavioural Insight (OECD, 2023). 

 Building Block 4: Tax Legislation and Implementation: 

It refers to the transformation of tax laws into a form that can be integrated into digital 
systems and added to the natural systems of taxpayers. Italy - Business Intelligence Portal 
(OECD, 2023), Brazil Smart Litigation Project (OECD, 2022). 

 Building Block 5: New Skill Sets: 

The planning of new skills for the development and operation of a new digital tax 
authority with little human intervention and much support from digital tools. Global practice 
examples: Sweden - Risk Assessment, Argentina - Risk Profiling (OECD, 2022). 

 Building Block 6: Governance Frameworks: 

To ensure the realization of digital transformation in cooperation with tax offices and 
data provider platforms at national and international levels. 

 

4. The Case of Türkiye 

The first step towards digitalization of tax management was the Tax Administration Full 
Automation Project (VEDOP) of 1998. The project aims to extend the IT application covering 
traditional tax office functions to tax offices by using IT and to establish a regional and central 
communication network structure (GİB, 2023: 21). With the second phase VEDOP-2 and the 
third phase VEDOP-3, which started in 2007, e-VDO (Internet Based Tax Office Automation) 
applications, 449 tax office directorates and 585 property directorates were included in the 
scope of automation as of 2010 (GİB, 2023: 21). At this point, the digitalization of Turkish tax 
management continues with many applications such as e-declaration, e-collection, e-invoice, e-
ledger, e-notification, e-polling, ready declaration system, interactive tax office (GİB, 2023: 99). 

As tax administration in Türkiye is digitalizing, the number of documents available in 
electronic environment is increasing year by year. However, the fact that many traditional tax 
office services are fully available in electronic environment is insufficient to say that digital 
transformation in Türkiye is at the expected level. Because it is seen that Türkiye still has 
problems in terms of the necessity of recording everything at the very basis of digital 
transformation. The existence of problems in combating the informal economy prevents the 
development of services in electronic environment. According to the OECD's Tax Administration 
report dated 2023, the percentage of active income taxpayers to the total population in 2021 is 
28.6%. Although this situation is not a direct sign of the existence of an informal economy, it 
may provide a perspective that there are problems about losses and evasions. However, reasons 
such as the lack of legal and economic regulations and taxation of digital assets created by the 
digital economy show that Türkiye is lacking at this point in the global digital tax authority 
studies. Moreover, according to IMD's World Digital Competitiveness report dated 2022, Türkiye 
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ranks 54th among 63 countries. The lack of studies to comprehend a new value creation process 
shows that the digitalization of the tax office is only the transfer of services to the electronic 
environment, and suggests that Türkiye is still at the 2.0 stage according to the maturity level in 
the OECD's 3.0 report. 

 

5. Conclusion  

Since the 1990s, Türkiye has carried out many studies for digital transformation in tax 
management. It is seen that many e-services are provided to taxpayers with the transition from 
traditional administrative understanding to the electronic environment. However, it seems that 
Türkiye's digitalization level has not yet reached the desired level on an international scale. In 
order to ensure data flow in the global and digital world and for effective tax management 
Türkiye should continue its efforts by strengthening its infrastructure in accordance with the 
new data tools according to the strategic plan it has determined. 

Moreover, according to the 2023 Digital State Review Türkiye repodigitalizationtion in 
tax management started in 1999. Thanks to the use of data and technology in taxation, many e-
services have been offered over the years. These applications have functions such as making the 
application, organizing documents, requesting information, etc. According to the report, more 
inclusive and innovative projects are also desired to be carried out with the cooperation of 
taxpayers and tax offices. Although many services are currently provided through e-government 
applications, the Revenue Administration has started to work on providing all services through 
a single platform, the Digital Tax Office project. 

Beyond moving the traditional tax office of Türkiye to the electronic environment, other 
revisions are needed to catch up with the standards of other countries. needs. For this purpose, 
the Tax Procedure Law and related basic laws should be updated in terms of taxation of the 
digital economy. Tax law legislation, which is deficient in the taxation of the digital economy, 
should be reviewed. Many classical approaches, especially taxation principles, which are 
insufficient in taxing new economic businesses and models, should be revised. The revision to 
be made in this regard will both facilitate following the global economy and practices and reduce 
informality.  

Secondly, economic and legal arrangements should be made regarding digital assets and 
global practices should be followed for the taxation of the digital economy. Türkiye should also 
take the initiative at this point in the face of the fact that most countries make regulations for 
taxation without wanting to be deprived of the value created by digital assets. The fact that 
those who earn from digital assets do not pay tax both increases informality and undermines 
fairness and equality in taxation, putting the burden of the entire tax system on the low-income 
taxpayer group. 

Considering that the ultimate goal of digital tax management is globally interconnected 
digital tax authorities, all efforts to achieve this goal should be carried out in cooperation with 
international tax authorities. In particular, studies should be carried out on data sharing and 
control, and audit activities should be increased. 

For a tax system that is seamless and integrated into the natural systems of taxpayers, 
the importance of the human factor should also be considered. In order to establish an effective 
tax management system in cooperation with digital tools and the human factor, the personnel 
employed should receive various pieces of training on digitalization in order to increase their 
technological literacy and should be supported with various projects. 
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Finally, the fundamental rights and freedoms of taxpayers should also be protected. 
Since there will be a large data sharing, regulations should be made to prevent the consequences 
that violate the private lives of taxpayers. Especially in the case of data sharing between 
countries, a protective and attentive attitude should be displayed at the point of sharing the 
private information of taxpayers. There should be sanctions for any digital system in which 
taxpayer information is shared unauthorized and openly. The continuous collection of 
information on taxpayers by the administration allows tax administrations to find data that even 
the taxpayer does not know and even use this information to profile taxpayers. Thanks to big 
data processing and sharing technology, this situation may also be available to other public 
institutions. 
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The Role of Artificial Intelligence in the Digitalization of Tax Audit and    
Its Possible Effects on Taxpayer Rights  
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Abstract 

With Industry 4.0, which is described as the last link of digital transformation, the use of digital 
money, the spread of robots, and technologies such as NFT and metaverse based on blockchain have 
rapidly entered all areas of life. Artificial intelligence (AI), one of these technologies, affects every aspect 
of life directly or indirectly. Artificial intelligence technology plays an active role in increasing performance 
and efficiency. In this sense, artificial intelligence, which can be used in every field, has also started to be 
used in tax audits carried out by the financial administration. However, when this situation started to 
come into contact with taxpayer rights during tax audits, it brought about discussions on this issue. This 
study examines how much artificial intelligence applications used during tax audits affect taxpayer rights. 
As a result of the study conducted with the literature review method, it was determined that a more 
efficient and effective audit will be made by using artificial intelligence in tax audits, but it will be in very 
close contact with taxpayer rights in terms of issues such as tax privacy, obtaining personal data, 
accessibility to the algorithms used by artificial intelligence technology and ultimately non-discrimination. 
has been made. 

 

Key Words: Artificial intelligence, Taxpayer rights, Tax audit. 
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1. Introduction 

With the acceleration of the digitalization process, many transactions can be carried out 
in a much shorter time and at less cost through new technologies used in almost every field. 
Artificial intelligence technologies, which are among these new technologies, involve storing, 
obtaining, and using data through algorithmic means, etc. It is a tool that becomes active in 
almost every field by using these methods. Revenue Administrations also stand out as one of 
the administrations that prefer and widely use the use of artificial intelligence in this 
digitalization process. In particular, these administrations have increasingly started to benefit 
from this technology during tax audits. On the other hand, the use of this technology brings new 
problems to the agenda. It has been noticed that issues such as whether the data obtained 
during the use of artificial intelligence technologies comply with the law, the structure of 
coordination between public administrations, algorithmic systems used by artificial intelligence 
during audits, and machine learning touch taxpayer rights in some respects while conducting tax 
audits. This study examines the use of artificial intelligence in tax audits and its impact on 
taxpayer rights by including examples of Revenue Administrations. 
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2. Definition of Artificial Intelligence and Related Concepts 

2.1. Conceptual Definition 

Artificial intelligence is generally expressed in the literature as intelligence displayed by 
machines that imitate natural intelligence, and it is expressed as devices that perceive their 
environment and perform actions that reach a higher level in achieving determined goals (Poole, 
Mackworth, Goebel, 1998: 1). John McCarthy, who is considered the father of this concept, 
defined artificial intelligence in 1955 as "machines that exhibit intelligent behavior, built by a 
human" (Kaplan, 2016:1). 

At a time when information technologies were just emerging, Alan Mathison Turing 
asked "Can machines think?" The first steps were taken for the concept of artificial intelligence 
with the question (Turing, 1950). After the Second World War, a number of people began 
working independently on intelligent machines. Later, the concept of artificial intelligence was 
used by Minsky and McCarthy at a "Machine Intelligence" conference in the United States 
(McCarthy, 2007). 

 

2.2. Concepts Related to Artificial Intelligence 

It is useful to include the definitions of some terms frequently used with artificial 
intelligence technology (Stefano, 2018: 2359): 

Robotics: It is the engineering concept used in the production and design of robots. The 
most important feature of this concept is the use of some robots to perform tasks that are 
difficult or impossible for humans. 

Machine Learning: It is expressed as making computer systems, creating programs and 
performing actions. Based on current data, computers can predict future behavior and 
outcomes without the need for human intervention. 

Machine Vision: A camera is defined as the technology of converting from analog to 
digital or using the converted data to provide imaging-based automatic inspection and analysis 
with the help of digital signal processing. 

Robotic Process Automation: It is the use of special computer programs or software 
robots that automate and standardize repetitive, tedious tasks performed by humans. 

Natural Language Processing: It is the programming system applied to analyze, 
interpret, and manipulate natural language data of computer systems. 

 

3. Process Regarding The Use Of Artificial Intelligence In Tax Audıt  

Tax audits, which first started with transactions in physical environments, continue with 
the use of artificial intelligence, which is the final point of digitalization after effectively using 
computer-aided systems. Nowadays, the use of machine learning, data mining techniques, and 
big data analytics in tax audits has begun to gain importance. 

One of the most important instruments that form the basis of the fourth industrial 
revolution is big data analysis. In this regard, big data analytics refers to the completion of the 
information process by collecting, combining, and processing data obtained from different 
sources, exceeding the limits of classical data technologies. As a matter of fact, big data 



37th International Public Finance Conference / TR 82 

October 12 – 15, 2023, Antalya / Türkiye 

technology offers many opportunities for tax authorities, such as real-time audits, instant audits, 
risk analysis-oriented audits, and preventive audits (İlgün, 2020: 2). 

The use of techniques that determine the behavior of taxpayers and the detection of 
fraud or tax evasion is one of the focal points of tax audits. For this purpose, tax administrations 
have focused on using business intelligence as a set of information systems that support 
decision-making based on other storage, analysis, and data extraction technologies (Mellado-
Silva et al., 2020: 5). In this context, artificial intelligence; Data extraction has been an 
exploration that uses software and large amounts of data to discover meaningful patterns (Atak, 
2020: 203). 

The use of artificial intelligence technologies is not only used in tax audits but also in 
accessing the full and complete real information of taxpayers and accelerating the taxation 
process (assessment-notification-accrual-collection) as it provides fewer errors and lower costs 
(Turan, 2020:60) ıt shows itself. 

 

4. Evaluation of Terms of Administration and Taxpayer Rights 

4.1. Effects of the Use of Artificial Intelligence in Terms of Administration  

It is envisaged that the use of artificial intelligence will provide a great benefit in 
providing full and complete service to taxpayers in making their payments, as well as in creating 
technical and administrative information (OECD, 2020). The issues that artificial intelligence will 
contribute to can be listed as follows (CPI, 2018): 

1. Compiling, classifying, and revealing data of books, records, and documents, which 
cause a significant loss of time in tax audits, will be possible much faster thanks to artificial 
intelligence. For example, China is trying to effectively benefit from artificial intelligence in 
examining the forms used in transfer pricing (E-Bright Connect, 2023), while Belgium, Spain, the 
USA, and Canada are trying to effectively use artificial intelligence in detecting fraudulent 
transactions (Fidelangali, Galli, 2021). 

2. Transfer pricing transactions that disrupt international tax competition can be 
detected faster with the use of artificial intelligence. For example, Deloitte, one of the world's 
leading audit firms, uses an artificial intelligence application called Argus in these analyses. 

3. Since the computer algorithm is not affected by external factors, unlike human 
nature, the process will occur quickly, clearly, and consistently (Erkan, 2019:64). 

4. Data that tax audit staff are likely to miss can be easily detected by artificial 
intelligence with predictive models, especially the detection of tax evasion. It can even be used 
to identify legal gaps and take precautions. For example, Norway uses artificial intelligence in 
transactions related to tax evasion (Fidelangeli, Galli, 2021), and Germany uses artificial 
intelligence in risky events with its "fully automatic procedure system" (Binder, 2018:1). 

5. With artificial intelligence applications, the changes in tax revenues in the future can 
be predicted realistically. Transactions of potentially risky individuals are subject to immediate 
auditing, thus preventing deviations in tax revenue estimates. 

6. With the use of cloud-based systems by artificial intelligence, taxpayers will be able 
to provide solutions to difficult-to-understand situations of complex tax legislation and will play 
a role in increasing tax compliance (Blanchard, 2014). 
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4.2. Possible Determinations That May Be Problematic in Terms of Taxpayer 

Rights  

The issues that are predicted to cause problems as a result of the use of artificial 

intelligence technology in tax audits can be listed as follows: 

- The first issue in tax audits conducted by artificial intelligence is the principle of non-

discrimination. The issue is how the algorithms, which form the core of the working system of 

artificial intelligence, will take into account the principles of equality and justice, which are the 

main principles of taxation, and whether this will be shared with the public. 

- Secondly, it is the issue of how and in what way the data obtained in tax audits 

conducted by artificial intelligence will be obtained. When there are situations where there is 

no transparency and information is not shared, the issue of whether the data obtained is 

interfering with tax privacy will create a debate, but it may also create problems for the taxpayer 

to defend himself in disputed situations as a result of the audit. 

- Thirdly, it is the issue of determining the procedures and principles in tax audits carried 

out by artificial intelligence. Will artificial intelligence be able to make decisions without the 

support of a person (tax inspector)? Or will it ultimately be a tool to be used in rapid analysis, 

like an auxiliary element? According to these two distinctions, regulations that will require a 

series of changes in tax procedural law may be needed. It may also be necessary to determine 

the responsibility of artificial intelligence. 

- The fourth issue is whether measures will be taken to ensure that taxpayers know why 

the decision was made, without restricting their rights of defense, and whether the principle of 

transparency will be followed in tax audits carried out by artificial intelligence.  

- The fifth is the issue of determining the responsibility of the administration in ensuring 

data security by respecting confidentiality and confidentiality in tax audits carried out by 

artificial intelligence. 

- Sixthly, it is the issue of how much and how the general principles and principles of tax 

law are/will be taken into account in tax audits carried out by artificial intelligence. What kind 

of procedure will be used when taxpayers want to know about issues such as which 

interpretation method is used and whether there is a connection with other branches of law?  

 

5. Conclusion 

If artificial intelligence technology is used in tax auditing, it will be a more effective and 

efficient application for the administration. However, when looking at the taxpayer rights aspect 

of the issue, it can be seen that there are many issues that need to be taken into consideration. 

Therefore, while changing the procedures and principles of tax audit trails, it seems necessary 

to take into account issues that closely concern taxpayer rights, such as tax justice, tax privacy, 

right to defense, and obtaining data. 
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Abstract 

Fiscal policy uses the main instruments of public expenditure, public revenue, borrowing and budgetary 
policy to realize the objectives of the public economy. Fiscal awareness refers to the public's perception 
of fiscal policy instruments and fiscal policies. This study aims to identify the determinants of fiscal 
awareness in Türkiye. In the study, the determinants of fiscal awareness are identified using the main 
fiscal instruments of public expenditure, public revenue (taxes), borrowing and budget policy. A 
questionnaire was administered to 1750 people across Türkiye to determine the determinants of fiscal 
awareness in Türkiye. OLS regression analysis was performed on the results obtained. As a result of the 
analysis, the determinants of fiscal awareness in Türkiye are education, income level, occupation, religious 
belief, gender, tax duty, perception of fairness in taxation, tax happiness, perception of wastefulness in 
public expenditure, fiscal linkage awareness, perception of public expenditure, audit in public 
expenditure, fair distribution of public expenditure, perception of fiscal transparency, awareness of 
government borrowing and social acceptance of fiscal policy. 

 

Keywords: Fiscal Awareness, Fiscal Policy, Fiscal Policy Instruments , Social Perception.  

JEL Codes: H3 ,Z13, Z18.  

 

1. Introduction 

The state's use of each of the fiscal policy instruments for different purposes results in 
different economic and social effects (Demir, 2017: 254). Measuring the economic impact of 
fiscal policy is essential in terms of whether the government can stabilize the economy and to 
what extent it should implement fiscal policy (Ataç, 2012: 55). 

In this context, how the general public perceives fiscal policy instruments and fiscal 
policies is just as important as their economic impact. The public's perception of this issue guides 
how the state should intervene in economic life through fiscal instruments and policies. 

With our research, the determinants of fiscal awareness, which is expressed as the social 
perception of fiscal policy instruments and fiscal policies implemented in Türkiye, are 
determined as a result of OLS regression analysis with the survey method data applied to 1750 
people. Our research is important in terms of providing data that can help the fiscal policies to 
be implemented and contribute to the literature. 
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2. Fiscal Policy and Fiscal Instruments 

Fiscal policy is "The intervention of the state in economic life through the use of fiscal 
instruments for economic and social purposes." In other words, "The state's use of public 
expenditures, taxes, borrowing, budget, revenues policy and privatization policy to achieve 
macroeconomic and social objectives is called fiscal policy" (Demir, 2017: 253). Differences in 
the economic, social and political structures of countries result in different fiscal instruments to 
be applied in each economy (Altay, 2017: 241). Economic and social events and developments 
in economic thought have also made a difference in fiscal policy instruments (Erdem et al., 2021: 
604). 

Policies that allow the political authority to take measures on the economic situation by 
giving the political authority broad discretion in the use of fiscal instruments are referred to as 
"discretionary economic policy." (Aktan et al., 2010:1). On the other hand, the implementation 
of economic policy by subjecting the discretionary powers granted to the political authority 
regarding the fiscal instruments to be used in the economic policy to be implemented by the 
state to constitutional limitations is referred to as "rule-based economic policy." In this case, the 
political authority implements the economic policy only according to the rules (Aktan et al., 
2010: 10). 

 

3. Methodology of the Research 

The determinants of fiscal awareness in Türkiye were measured using a survey method. 
The reason for using the survey method in the research is to measure the public's perception of 
fiscal instruments and fiscal policies. The determinants of fiscal awareness in Türkiye are 
determined by OLS regression analysis using the STATA program. The questions were prepared 
in the questionnaire with the help of the literature and the opinions of experts in the field and 
were transformed into a scale by us. The developed scale was subjected to pilot application and 
various analyses and finalized. 

With the created scale, a questionnaire was applied to 1750 people between 18 and 65 
in seven geographical regions of Türkiye using a quota sampling technique. The scale used in the 
research consists of demographic questions, multiple choice questions and questions prepared 
with a five-point Likert scale meaning "1 Strongly Disagree, 2 Disagree, 3 Partially 
Agree/Somewhat Disagree, 4 Agree, 5 Strongly Agree". 

The Cronbach's Alpha coefficient found as a result of the reliability analysis of the 
questionnaire is 0.884. According to the results obtained, the questionnaire is perfectly reliable 
for social sciences (Özdamar, 2017: 84). 

 

4. Determinants of Fiscal Awareness in Türkiye 

In our research, we first transformed nine scale statements into a single variable to 
identify the determinants of fiscal awareness in Türkiye. In the analyses, "fiscal awareness," 
transformed into a single variable, was used as the dependent variable. The average of the 
dependent variable expressed as fiscal awareness is 3.03. This value indicates that the fiscal 
awareness of the society is slightly above average. 

Four different models were established in the regression analysis to determine the 
determinants of fiscal awareness in Türkiye. With the established models, the determinants of 
fiscal awareness analyzed under three different headings: demographic variables, cultural 
variables and other variables. 
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4.1. Demographic Variables Determining Fiscal Awareness 

The results of regression analysis show that there is a significant relationship between 
demographic variables such as education, income level, gender and occupational group and 
fiscal awareness. According to the results of the analysis, as the education level of society 
increases, fiscal awareness is positively influenced by this increase at the 1% significance level. 
As the income level of society increases, fiscal awareness is positively influenced by this increase 
at the 5% significance level. The fiscal awareness of men is more positive than women's at the 
1% significance level. The fiscal awareness of people in the laborer occupational group is 
negative compared to people in other occupational groups at the 5% significance level. 

 

4.2. Cultural Variables Determining FiscalAwareness 

Tradition, religious belief and ethnic identity variables were used as cultural variables in 
the model. A significant relationship was found between traditional religious belief and fiscal 
awareness. The fiscal awareness of people who value traditions is negative at 10% significance 
level in the third and fourth models. The fiscal awareness of people who value religious beliefs 
is positive at the 1% significance level. There is no significant relationship between ethnic 
identity and fiscal awareness. 

 

4.3. Other Variables Determining Fiscal Awareness 

The other variables in the model are tax duty, perception of fairness in taxation, 
satisfaction with tax administration, tax happiness, perception of wastefulness in public 
expenditures, awareness of fiscal connectivity, compatibility of public expenditures with 
individual preferences, audit of public expenditure, fair distribution of public expenditures, 
perception of fiscal transparency, awareness of government borrowing and social acceptance of 
fiscal policies. 

Among the other variables used in the model, as individuals fulfill their tax duties, fiscal 
awareness is positively affected at the 1% significance level. As the perception of fairness in 
taxation increases, fiscal awareness is positively affected by this increase at the 1% significance 
level in the first three models and the 5% significance level in the fourth model. As the public's 
satisfaction with the services provided by the tax administration increases, fiscal awareness is 
positively affected by this increase at the 5% significance level. As society's tax satisfaction 
increases, fiscal awareness is positively affected by this increase at the 1% significance level. 

As the perception of wastefulness in public expenditures increases in Türkiye, fiscal 
awareness is negatively affected by this increase at the 1% significance level. As the number of 
individuals who can correctly establish the fiscal link between taxes and public expenditures 
increases, fiscal awareness is positively affected by this increase at the 1% significance level in 
the first two models and the 5% significance level in the last two models. As the compatibility of 
public expenditures with individuals' preferences increases, fiscal awareness is positively 
affected by this increase at the 1% significance level in the first three models and the 5% 
significance level in the fourth model. As the perception of control in public expenditures 
increases, fiscal awareness is positively affected by this increase at the 5% significance level in 
the first model and the 10% significance level in the third model. As perceptions of fair 
distribution of public expenditures increase, fiscal awareness is positively affected by this 
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increase at the 1% significance level in the first three models and the 5% significance level in the 
fourth model. 

As the perception of fiscal transparency increases in society, fiscal awareness is 
positively affected by the 1% significance level. As the perception that future generations will 
bear the burden of government debt increases, fiscal awareness is positively affected by this 
increase in the 1% significance level. As the adoption of fiscal policy by society increases, fiscal 
awareness is positively affected by this increase at the 1% level of significance. 

 

5. Conclusion 

In our research, which we conducted using the survey method to specify the 
determinants of fiscal awareness in Türkiye is slightly above average. It shows that public 
awareness of fiscal instruments and policies is not very high. 

According to the findings of the study, the determinants of fiscal awareness are 
education, income level, occupation, religious belief, gender, tax duty, perception of fairness in 
taxation, tax happiness, perception of wastefulness in public expenditures, fiscal connection 
awareness ,compatibility of public expenditures with individual preferences, audit in public 
expenditures, fair distribution of public expenditures, perception of fiscal transparency, 
awareness of government borrowing and social acceptance of fiscal policies. 

Among the demographic variables, education and income levels play an important role 
in fiscal awareness. Accordingly, individuals with higher levels of education and income have 
higher fiscal awareness. Among cultural variables, individuals who care about religious beliefs 
have higher fiscal awareness. 

Regarding taxes, as the level of individuals' fulfilment of tax duties, their perception of 
fairness in taxation, their level of satisfaction with tax administration and their level of happiness 
when they pay their taxes increase, their fiscal awareness also increases. Regarding public 
expenditures, the fiscal awareness of the society increases as the perception of wastefulness in 
public expenditures decreases, individuals become more aware of fiscal linkages, public 
expenditures are adequately controlled, public expenditures are presented fairly and public 
expenditures are shaped in line with individuals' preferences.  

The increase in individuals' perception of fiscal transparency with the provision of 
transparency in budget processes increases the fiscal awareness of society. Another 
determinant of fiscal awareness is the social acceptance of fiscal policies. As societies adopt 
fiscal policies, individuals adapt to the implemented fiscal policies and as a result, their fiscal 
awareness increases. 

Considering the determinants of fiscal awareness when the government intervenes in 
the economy with fiscal instruments will increase the success of the fiscal policies implemented. 
This is because the determinants of fiscal awareness are shaped by public perception. Fiscal 
policies formulated according to the determinants of fiscal awareness shaped by the perception 
of society will be easier to adopt and will ensure the effective implementation of fiscal policies. 
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Digital Legacy Dimension of Crypto Assets and Evaluation     
from a Tax Perspective 
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Abstract  

Internet technology, which has become an indispensable part of human life after the acceleration of the 

digitalisation process, mobile phones, shopping applications, social media accounts, e-mail accounts, 

cloud computing and finally cryptocurrencies with blockchain technology have opened the doors of an 

almost completely digital world. The concept of digital heritage is a new concept in both national and 

international literature, the source of which is digital assets. Crypto assets, which are included in the 

concept of digital assets, which can be categorised in different ways within the ever-expanding concept of 

digital assets, have risen as an interesting new investment area all over the world. The subject of the study 

is to evaluate the status of crypto assets, which cannot be categorised as money, commodity or intangible 

asset in our current legislation, and no new definition is made in legal and tax terms, in case of acquisition 

and inheritance of crypto assets. The study also analyses the status of inheritance transfer tax in cases 

where the heirs are not aware of the assets of such assets (cryptocurrencies, coins and NFTs), unlike other 

goods in the property of the deceased, due to the fact that they are not registered in any public record or 

registry, or even if they are known, they do not have the private passwords of the deceased, within the 

framework of the definition of crypto assets in the international context. 

Keywords: Cryptoasset, NFT, digital legacy, taxation, inheritance tax 
JEL Codes: K34, G19, H19 

 

1. Introduction 

In today's conditions, the fact that the digitalisation process continues in a different dimension 
every day causes new concepts to enter our lives, and the fact that these concepts are not 
defined in the traditional legal order brings the situation of legal disputes to different points and 
brings up the necessity of some needs and legal regulations at the point of resolution of these 
disputes.  

In this framework, the study will firstly examine the concept of digital heritage and the 
underlying concept of digital assets, and classify and discuss digital assets in terms of their 
inheritability. Digital assets produced on the basis of cryptography, distributed ledger 
technology and similar technology are characterised as crypto assets, and today, 
cryptocurrencies such as Bitcoin, Ethereum, stable coins, altcoins, tokens and NFTs are 
considered in the crypto asset category in this context. Since it is known that these assets are an 
indicator of financial power, in other words, they are convertible into fiat money, they can be 
subject to inheritance in the category of monetary digital assets and the evaluation of this issue 
in the context of gaps in inheritance law is another issue included in the study. 

The fact that the legal nature, definition and inheritability of crypto assets are uncertain and 
hesitant issues in the legal sense makes it difficult to make an assessment in case these assets 
are subject to inheritance tax. As a matter of fact crypto assets, which are included in digital 
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assets, are not defined in tax laws makes it difficult to determine the status of these assets in 
the relevant law. On the other hand, there are uncertainties regarding the valuation of these 
assets in cases where they are inherited or subject to gratuitous transfer. 

At this point, the study aims to provide suggestions to the problems that have not yet been 
solved for taxpayers, especially by taking into account the issues in the specialisation regarding 
the evaluation of the inheritance  tax in case of inheritance of cryptocurrencies by the Revenue 
Administration. 

 

2. Concept of Digital Legacy and Digital Asset 

The use of new digital tools and applications, which are included in our lives every day with the 
developments in technology, differentiates daily life and changes the elements of earning. In 
this context, one of the new concepts that have emerged recently with the digitalisation of 
economic activities and transactions is "digital legacy". 

The concept of digital heritage, which can be expressed as the management process of digital 
assets that have emerged as part of the digitalised daily life routine and the transfer of these 
assets to the future, is not in a position to be evaluated with the existing legal and tax provisions 
as a result of the continuous change in this field. 

Since this concept, which is defined as "all of the digital assets of the heir, in other words, all of 
the legal relations of the heir concerning information technology systems, including all 
electronic data of the heir", (Herzog,2019:2)  refers to the entire digital assets, it is important to 
know which values are within this scope. 

It is understood that the concept of "digital legacy" is based on digital assets both in the world 
and in our country. Therefore, in order to make a clear definition of digital heritage in legal 
terms, it would be a more accurate approach to determine the scope and boundaries of digital 
assets and to define the digital values that are suitable for inheritance through inheritance as 
"digital legacy" (Gürbüz, 2023:848). 

Digital assets are defined as "all kinds of digital data in binary form stored on computers or in a 
cloud over the internet". As a matter of fact, these assets, which are specific to the virtual world 
and do not have physical characteristics, include e-mail contents, social media and internet 
accounts, domain names, online game accounts and game characters, usage and rental rights, 
digital data stored in cloud computing systems, electronic commerce accounts, 
cryptocurrencies, NFTs (Altındal and Arslan, 2021:320). Considering these elements, digital asset 
refers to "all kinds of data produced, stored and transferable in digital environment" (Turan 
Başara, 2023:17). 
 

3. The Statue of Crypto Assets in Digital Assets and Their Subjectivity to 
Digital Legacy 

What is not clear about whether digital assets are included in the assets is that there is no clear 
statement in the provisions of the Civil Code on inheritance law stating that these assets are also 
included in the assets. Article 599 of the TCC contains regulations on the acquisition of 
inheritance, and the said article stipulates that the heirs shall acquire the inheritance as a whole 
and legally at the time of the death of the heir. 

However, in the decision of the Antalya Regional Court of Appeal dated 13.11.2020 and 
numbered E.2020/1149 and K.2020/905 of the Antalya Regional Court of Justice regarding the 
evaluation of the e-mail account belonging to the heir and the social media and digital wallet 
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accounts used in connection with this account as "digital assets" upon the death of the heir's 
spouse, an evaluation is made within the framework of Article 1 of the TMK since there is no 
explicit provision in the law regarding the concepts of "digital assets" and "digital 
inheritance"(Büyüksağdiş vd.,2021:374). 

There is a need to classify digital assets in terms of both inheritability and determining the place 
of crypto assets, which are the subject of the study, within digital assets. In this respect, it is 
possible to categorize digital assets into two categories based on whether they are based on 
cryptography and distributed ledger technology or a similar technology. For example, social 
media account login information and the content in these accounts, cloud storage areas, domain 
names, e-books, e-magazines that do not use this type of technology can be characterized as 
non-crypto digital assets. 

There are many definitions of crypto assets made by different countries and institutions. 
However, in recent years, crypto assets, which have become both important financial 
instruments and a problem that is difficult to follow, have not been defined in a uniform and 
internationally recognized manner. The definition of crypto asset in the EU Draft Crypto Assets 
Market Regulation amending EU Directive 2019/1937 is "a digital representation of value and 
rights that can be transferred and stored electronically using distributed ledger technology or 
similar technologies" (EU, 2020), and although this definition is not at an internationally agreed 
level, it has the potential to be a reference as it draws an inclusive and detailed framework. 
Although there is no regulation at the legal level regarding the definition of crypto assets in our 
country, the first official step was taken by the Central Bank of the Republic of Turkey to draw a 
framework with the "Regulation on the Non-Use of Crypto Assets in Payments" published in the 
Official Gazette dated 16.04.2021. Article 3/1 of the said regulation also states that crypto-
assets, which are defined as "intangible assets", are not payment instruments, money, 
dematerialized money, securities or other capital market instruments. 

As in the case of digital assets, there is no explicit provision on whether crypto assets are 
included in the assets in terms of the TCC, but it is critical for the heirs that they should be 
included in the estate due to their economic value. At this point, it is stated that it may be 
possible to create a new and unique category of goods for crypto-assets by making a regulation 
similar to the expression "natural forces" used in Article 762 of the Civil Code to draw a limit to 
movable property (Bilgili ve Cengil,2019:18; Kuzeyli Dayanç ve Töremiş: 2022:68). 

 

4. Evaluation of Digital Inheritance of Crypto assets in Terms of 
Inheritance and Gift Tax 

It is not clear where crypto assets are positioned in legal terms, and there is no clear definition 
in terms of tax legislation. However, it is clear that crypto assets have an economic value as a 
result of the examination of the provisions of the civil code regarding inheritance law and the 
evaluation of the concepts of digital inheritance and digital assets. In this respect, it is necessary 
to examine crypto assets, which are considered as digital assets and therefore a part of digital 
legacy, in terms of inheritance tax. 

Article 1 of the Inheritance Tax Law includes the subject of the tax and stipulates that the goods 
belonging to the persons who have the nationality of the Republic of Turkey and the transfer of 
goods in Turkey from one person to another person by inheritance or in any way gratuitously is 
subject to inheritance tax. The term "property" in Article 2/1-b of the aforementioned Law refers 
to movable and immovable property and all rights and receivables that can be subject to 



37th International Public Finance Conference / TR 93 

October 12 – 15, 2023, Antalya / Türkiye 

property, and Article 5 states that the taxpayer of the tax is the person who acquires property 
through inheritance or gratuitously. 

It is stated that the definition of "property" within the framework of the regulation in the Law 
includes movable and immovable things that can be subject to property, and all other rights and 
receivables that can be included in the property. The subject of what is included in this scope is 
specified in the General Communiqué on Inheritance and Gift Tax Law Serial No. 1. Accordingly, 
goods are divided into two as movable and real estate. 

As stated in the decision of the 6th Civil Chamber of the Antalya Regional Court of Justice, digital 
assets with economic value are deemed eligible for inheritance within the scope of Article 599/2 
of the TCC. In the specialisation dated 23.09.2020 and numbered 60938891-120.01.02.09 (GVK: 
3-1)-E.33826 given by the Revenue Administration in the same direction with the 
aforementioned court decision and in the specific case of cryptocurrencies that fall within the 
scope of crypto assets, it is clearly understood that crypto assets also have an owner and carry 
economic value, so they can be subject to inheritance and therefore can be considered within 
the scope of the subject of inheritance tax. 

In the event that crypto assets are subject to inheritance and gift tax, the status of taxpayers 
may differ according to the status of the places where these assets are traded. In the case of 
acquisition of cryptocurrency through centralised platforms, in other words, in the event that 
the deceased has acquired assets on a cryptocurrency platform that has a representative office 
in Turkey, it is possible for the heirs to claim the said assets from this platform. In the case of 
transactions on centralised platforms, these transactions actually take place between the 
platform's customers, and the customers do not need a crypto asset account. Platforms open a 
current account on behalf of their customers and transactions are carried out through these 
accounts (Yılmaz Öz, 2022:168). A "custodial wallet" is in question if it is managed by a third 
party, such as a cryptocurrency platform that has sole access to cryptocurrencies (Turan Başara, 
2023:19). Digital wallets where the user can manage the wallet and access it alone, i.e. without 
the need for any intermediary, are referred to as non-custodial wallets. In this case, the private 
key of the cryptocurrency wallet and all authorisations within this scope are only in the hands 
of the user. The customers to whom the crypto assets held in the custodial wallet account belong 
to are available in the details of the customer current accounts held on the subject platforms. 
Therefore, when the deceased has an asset in these platforms, the taxpayer of the inheritance 
and gift tax can be easily determined by determining the heirs to whom the inheritance will be 
delivered with the inheritance decree (Yılmaz Öz, 2022:168). 

In cases where the heir has a crypto asset wallet under its own control, in other words, if it 
carries out its transactions without any exchange intermediation and stores them in a non-
custodial digital wallet, the heirs' awareness of the existence of these cryptocurrencies may not 
be sufficient to access them. Due to the feature of these digital wallets to provide anonymity to 
their owners, if the assets in these digital wallets are subject to inheritance, the inheritance 
transfer tax will be paid only with the voluntary declaration of the heirs. Otherwise, the 
detection of these assets by the Administration is not possible for the time being. However, in 
the following period, if it is possible to detect and track these assets in line with technological 
developments, it will be possible to check whether they have been declared by the heirs since 
they are within the subject of inheritance and gift tax (Yılmaz Öz,2022:169).  

Article 10 of the Inheritance Tax Law (ITL) states that the value of the goods transferred shall be 
determined in accordance with this article, and in the absence of a provision, the provisions of 
the Tax Procedure Law (TPL) shall be applied. However, there is no provision regarding the value 
of crypto assets in both the TPL and the ITL. At this point, in the event that crypto assets are 
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subject to inheritance and gift tax, although the issues regarding the subject matter of the tax 
and the taxpayer are somehow clarified, there is no clarity on the value on which the tax will be 
calculated, in other words, the determination of the tax base. 

 

5. Conclusion  

Considering the elements within its scope, it is clear that crypto assets are an indicator of 
financial power and have economic value. However, there is no regulation on the legal nature 
of crypto assets in basic laws such as the Turkish Civil Code, Turkish Commercial Code, 
Intellectual Property Law. It is foreseen that the evaluation of crypto assets by classifying them 
as money, commodity or intangible asset within the framework of the current legal regulations 
will not meet the legal and tax requirements, and at this point, it is foreseen that it would be a 
proper approach to make a new definition by taking into account the characteristics of the assets 
in question, their intended use, and the speed of development in technology, and to make the 
regulations regarding taxation within the framework of this definition. In this context, the most 
fundamental step is to define digital assets, which are constantly developing and changing, as 
"digital assets" in our tax legislation, including crypto assets. 

Therefore, firstly, defining crypto assets as a separate asset class in our tax legislation, 
determining the valuation criteria according to the characteristics, purposes of use and the 
markets in which these assets are traded, and making regulations regarding taxation by law will 
provide a significant solution to the problems experienced in this field. 

After this step, in the process to be followed in the inheritance and gift tax, the crypto assets 
should be valued with the stock exchange market value, if any; in the absence of stock exchange 
value, they should be valued with the fair value and this valuation should be made by 
independent and expert experts in this field, the taxation to be realised before the heirs should 
be linked to the stage before the legal or economic transfer, whichever occurs first, and making 
arrangements that will not leave any room for doubt regarding the determination of the stock 
market value and the fair value to be taken into account in the valuation transactions will ensure 
the healthy functioning of the system. 
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Abstract 

Developments in information technologies, trade and business practices are changing. Taxpayers and tax 
administrations are also affected by these developments. Artificial intelligence-based applications in tax 
administrations around the world are at different levels. The aim of this study is to determine the 
contribution of developments in the field of artificial neural networks to taxpayers' tax compliance. In this 
study, document review, one of the qualitative research methods, will be used as a method. It is seen that 
many countries such as England, Indonesia, Russia, China, Belgium, Netherlands, and Portugal are carrying 
out similar studies. It has been determined that tax compliance has been increased with the help of 
artificial intelligence-based applications in England, Russia, and France. Successful results have been 
achieved with the Artificial Neural Networks (ANN) Model developed for Indonesia. It has been 
determined that the practices in Turkey are not yet at a sufficient level. As a result, the Revenue 
Administration needs to benefit from developments in artificial intelligence-based applications to capture 
the dynamism of the current conjuncture and increase taxpayers' tax compliance. The development of 
ANN-based applications should be accelerated through interdisciplinary work. 

Keywords: Tax Compliance, Artificial Intelligence, Big Data,  

JEL Code: H24, H83.  

 

1. Introduction 

Developments in information technologies affect all areas of life. Economic activities 
and ways of doing business are becoming digital. Therefore, tax administrations use information 
technologies to increase tax compliance and increase effectiveness and efficiency in tax 
transactions. Detecting tax non-compliance may become difficult due to the complexity of tax 
legislation and limited resources and time for tracking tax returns. Therefore, tax 
administrations need to design and develop their systems to increase tax compliance. Artificial 
intelligence-based applications in tax administrations around the world are at different levels. 
Developments in artificial neural networks continue. It is evaluated that artificial neural 
networks technology will help increase tax compliance. The aim of this study is to determine the 
contribution and impact of developments in the field of artificial neural networks to taxpayers' 
tax compliance. In this study, document review, one of the qualitative research methods, will be 
used as a method. Within the scope of the study, firstly the literature review on artificial neural 
networks will be given. Identifications and evaluations of artificial neural network-based 
applications and studies in the tax administrations of countries around the world will be 
presented. In the perspective of these findings and developments, it is planned to make 
discussions and evaluations about whether tax compliance can be increased with the help of 
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artificial neural networks in the future. Afterwards, suggestions will be developed regarding 
what developments can be achieved in artificial neural networks-based applications and how 
the Revenue Administration in Turkey can benefit from these technological developments in tax 
compliance of taxpayers. 

 

2. Literature Research 

2.1. Artificial Neural Networks 

Artificial neural networks have been developed by taking advantage of the way 
information is processed, used, and worked on nerve cells in the human brain (Ekiz, 2019: 24). 
Artificial neural networks form the basis of artificial learning algorithms. These networks consist 
of layers arranged one after the other. These layers create the data input for the next layer. Each 
layer consists of artificial nerve cells. Following the developments in artificial neural networks, 
progress has accelerated in this field with the emergence of the concept of "deep learning". The 
word "deep" within the concept of deep learning has begun to be used to express the large 
number of layers in artificial neural networks (Doğan, 2023: 13-14). Deep learning is a subset of 
artificial learning (machine learning). Machine learning is classified in two ways: supervised and 
unsupervised (Husain, 2019: 18). One of the main advantages of artificial neural networks is that 
they can work with all types of data. Artificial neural networks designed to solve a specific 
problem have a flexible structure. It can be retrained according to the change in the problem 
(Müjdeci, 2015: 60-63). Artificial neural networks and machine learning need data sources (big 
data). The accuracy, reliability and completeness of this data warehouse are of great 
importance. In data analysis using artificial neural networks layers are created by humans. 
Therefore, creating algorithms is of critical importance (Yılmaz & Üyümez, 2023: 211). 

 

2.2. Tax Compliance 

States aim to collect tax revenues, which are the largest source of income, in full and on 
time to provide public services. Tax compliance can be affected by multiple factors such as tax 
rates, possibility of tax audit, financial restructuring (tax amnesty) laws, tax penalties, tax 
awareness, tax system and legislation, effectiveness, and approach of tax administrations 
(Üyümez, 2004: 24). Tax compliance means that taxpayers make their tax declarations 
completely and on time and present their taxes completely and accurately Taxpayers must have 
a certain level of arithmetic thinking, reasoning and recording skills in order to carry out tax 
affairs and transactions (Roth and others, 1989: 21). The primary financial purpose of taxes is to 
generate resources to finance public services. Diversification in public services causes increases 
in taxes and tax rates. Increasing taxes also increases the tax burden of taxpayers (Ortaç & Ünsal, 
2022:23). Therefore, the increase in tax burden affects taxpayers' tax çömelince. In this case, tax 
administrations need to work more effectively and efficiently for taxpayers' tax compliance. As 
a matter of fact, today tax administrations are evolving from a taxpayer-oriented approach to a 
customer-oriented perspective. For example, after adopting a customer-oriented taxpayer 
approach by HMRC, it prioritizes activities to increase taxpayer compliance (Yılmaz, 2019: 26-30). 

 

3. Applications and Studies for Tax Compliance 

In recent years, tax administrations have begun to use predictive techniques driven by 
information technologies to help taxpayers fulfill their obligations. It is seen that many countries 
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such as England, Belgium, Netherlands, Portugal, Russia, Malaysia, Indonesia, China, Mexico, 
Australia, and Chile are carrying out similar studies to increase tax compliance of taxpayers.  

HMRC is trying to become a digital organization. HMRC aims to make it easier for the 
government, individuals, and businesses to receive their taxes correctly by digitalizing tax 
transactions (HMRC Policy paper, 2022). In this context, HMRC strives to be the most digitally 
advanced tax administration in the world, which collects taxpayers' taxes more easily and is 
more effective and efficient. It utilizes the British Connect System (data mining analysis 
software). British Connect System works to help detect fraudulent or misleading statements by 
companies and individuals. It is known that this software increased the collection of at least £3 
billion in tax revenues (RSM weekly-tax-brief, 2022). 

Artificial Neural Networks (ANN) Model study was used to predict the tax paying 
behaviors of Indonesian companies. The software is trained to detect the Corporate Tax 
Turnover Ratio of companies. As a result, the ANN Model predicted companies' tax payment 
behavior with an average accuracy rate of over 92%. It has been found that Multilayer 
Perceptron Neural Network based model work also allows companies to identify heterogeneous 
channels responsible for tax payment behavior (Rosid, 2022: 40-41). 

The software "ASK VAT-2"10' is used to monitor value added (VAT) compliance In Russia. 
VAT tax returns containing information on sales and purchase transactions are filed digitally in 
XML file format. All incoming data is cross-matched to try to identify abuse risks. Through this 
software, it was possible to increase the revenue obtained from VAT by 12.2% in 2015 
(Burneikaitė, 2019:51). 

The French tax administration has identified more than 20,000 undeclared private 
swimming pools using the AI-based application. Swimming pools were determined from aerial 
photographs using the software. The identified swimming pools were compared with the land 
registry database. As a result of this study, additional tax revenue of approximately 10 million 
euros was achieved (RSM weekly-tax-brief, 2022). 

 

4. Applications and Activities in Türkiye 

Development plans, the 2019-2023 Strategic Plan of the Revenue Administration and 
the Strategy Action Plan to Combat the Informal Economy specify targets for the digitalization 
of tax transactions. 

E-applications used by the Revenue Administration in Türkiye are shown in the table 
below. 

Table 1: Some electronic applications used by the Revenue Administration  

E-Invoice, 

E-Ledger, 

New Generation Payment 

Recording Device, 

E-Archive, 

E-Attendance System, 

E-Notification, 

E-Ticket, 

E-Delivery Note, 

E-Producer 

Receipt, 

E-Self-Employment 

Receipt, 

Ready Declaration 

System, 

VAT Refund Risk Analysis System, 

Revenue Institutions Standard Refund 

System, 

False Document Risk Analysis Program 

(SARP), 

Return Tracking System, 

Bandrolled Product Tracking System, 
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The principles regarding the Turkish Digital Tax Office have been determined by the 
General Communiqué of the Ministry of Treasury and Finance3. The Digital Tax Office4 has 
become active as of October 7, 2023. 

As a result of the activation of the digital tax office, the services offered electronically 
by the Revenue Administration will be combined under a single roof and taxpayers will be 
provided with easy, fast and safe access to all applications. Declarations, notifications, letters, 
petitions, minutes, reports, and other documents will be able to be submitted electronically and 
the results of the transactions regarding these documents will be presented to the relevant 
parties electronically.  

Although the Digital Tax Assistant (GİBİ)5 has been implemented, it appears to be a very 
basic application. It appears that taxpayers make limited contributions to their transactions. As 
a result, electronic applications aimed at increasing taxpayer compliance are increasing and 
being developed. However, applications based on artificial neural networks have not been 
started yet. 

 

5. Conclusion 

As stated in country practices, artificial neural network-based applications appear to 
contribute to tax compliance. Therefore, the Revenue Administration needs to benefit from the 
developments in information technologies and use them effectively to capture the dynamism of 
the current conjuncture and increase taxpayers' tax compliance. As a result, with the help of 
artificial neural networks, it can contribute to the development of taxpayers' ability to diagnose 
tax compliance, starting from the activity of informing and guiding taxpayers about their rights 
and responsibilities at the first establishment of their obligations, and then with the help of 
analyzes on big data about taxpayers. Thus, it can contribute to the reduction of disputes and 
incompatibilities between the Revenue Administration (GİB) and taxpayers and to the more 
effective collection of tax revenues. It is necessary to accelerate the development of ANN-based 
applications through interdisciplinary work. 
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The Effects of Big Data Technology on Taxation in Türkiye 
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Abstract  

The aim of this study is to examine the direct and indirect effects of taxation in Türkiye through big data 
technology. Big data technology is developing rapidly along with digital transformation and rapidly 
improving the database. Therefore, the importance of big data technology is rapidly increasing. There is 
a large positive externality, especially on the public sector. With digital transformation, as data becomes 
a source of information, the use of data to determine the true nature of the tax comes to the fore. The 
expansion of the application area of this technology in the economy creates new opportunities and 
threats for tax administrations. Big data technology, together with the data analytics capability it provides, 
leads to the detection of signs regarding the true nature of the tax by data mining of the institutions 
authorized in tax transactions. In this way, possible erosion in tax revenues can be prevented. The effect 
of big data technology on taxation is to increase tax effort by recording the informal economy and 
detecting losses and leakages that may occur in the tax revenue obtained from the registered economy. 
This efficiency can be achieved by processing the obtained data and the resulting views. However, creating 
these views and processing personal data may bring up some legal limitations. Therefore, it seems that 
big data technology raises some problems in taxation. The most important of these problems is the 
residence and determination problem, which indirectly affects taxation. In addition, the inequality of the 
parties and the problem of tax justice emerge as another problem. In this study, it is aimed to present 
some solution suggestions to existing problems. As a result of the study, it is seen that big data technology 
provides benefits in terms of administrative efficiency, audit efficiency, and taxation efficiency of tax 
administrations in Türkiye. However, it was also found that taxpayers revealed some legal violations of 
tax privacy. It is clear that legal regulations are needed on this issue. 

 
Keywords: Digital Transformation, Big Data, Taxation. 
JEL Codes: H20, H26, K34.  

 

1. Introduction 

The world, which is becoming increasingly digital in line with technological 
developments, contains faster, more diverse, and larger amounts of digital data than ever 
before. With the development of information technologies, easy and more accurate access to 
data largely eliminates the risk of data loss. Today, big data technology is used together with 
technologies such as artificial intelligence and machine learning to make strategic decisions by 
individuals and businesses and to increase efficiency at different stages of the production 
process. Essentially, big data technology has come to the fore with the increase in the processing 
and storage capacity of digital technologies. This technology emerges as one of the components 
that form the basis of Industry 4.0. Thanks to big data technologies, data is analyzed very quickly. 
In this context, algorithms are enabled to make more accurate inferences, make accurate 
decisions, discover hidden insights and automate business processes. Thus, costs are reduced, 
the quality of the products and services offered is increased, and the economic growth rate 
increases. At the same time, thanks to big data, different opportunities arise for public 
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institutions to process and interpret the information obtained from different sources about 
taxpayers. 

Many countries minimize tax losses at national and international levels by taking 
advantage of big data technology. However, regulatory gaps, digitalization of sectors, and tax 
gaps caused by tax havens pose significant obstacles. Moreover, along with reasons such as tax 
privacy, the use of personal data creates a legal problem for the effectiveness of tax 
administrations. This study focuses on the effects of big data technology on taxation in Türkiye. 
In this context, firstly, the conceptual perspective of big data technology is discussed. Then, the 
direct and indirect effects of big data technology on taxation in Türkiye were evaluated. In the 
conclusion section, various solutions to existing problems are suggested. 

 

2. Big Data Technology 

Tools that compile data digitally and analyze and share the compiled data have played 
an important role in technology reaching the point it has reached today. The implementation of 
technologies such as wireless devices, computers, smartphones, mobile networks, machine 
learning, deep learning, operating systems and software products has opened a new door. Thus, 
public services and social media applications provided in the digital environment have become 
important building blocks of the digitalization process (Katz, 2017: 6). In this context, big data is 
the concept applied to data sets collected from all professional fields, including taxation, that 
exceed the normal limits of traditional database technology. The datasets collected come from 
all areas such as healthcare, manufacturing, retail and the public sector (Malaszczyk & Purcell, 
2018: 2). Today, companies and businesses that can analyze large amounts of data in real time 
and make data-based decisions can create economic value from data. Data-based decisions 
provide many benefits such as increasing efficiency, ensuring cost optimization by identifying 
inefficiencies in operating costs, increasing customer satisfaction and loyalty, improving 
business performance by developing data-based strategies, and developing new products and 
services and new business models (Almeida, 2017: 16). Therefore, big data technology is a very 
important technology that helps digital technologies create value. It not only analyzes people's 
behavior but also directs user requests with the recommendations it develops. 

In practice, many definitions of big data are being tried to be made, especially in the 
field. However, the reason why there is still no consensus on this definition is that the 
phenomenon in question is closely related to many waves of digital transformation, such as data 
science, artificial intelligence, and the internet of things. Therefore, it is evaluated that 
conceptual explanations regarding this phenomenon will continue to change and be rethought 
in the coming years. For this reason, it is advocated in the doctrine that the focus should be on 
the content and the new understanding that big data brings, rather than its definitional 
importance (Davenport et al., 2012: 43-46). 

Gartner's “3V” definition, which is the most general and first accepted definition of big 
data, actually constitutes only a part of the concept of big data, which consists of three main 
elements. A full understanding of big data is possible by examining the other two parts of this 
definition other than 3V (volume-velocity-variety). In this context, the concept of big data 
consists of (i) the fact that big data consists of masses of data with superior volume, speed, and 
variety, (ii) the ultimate goal to be achieved by using big data is to gain insights and make 
decisions on any subject, (iii) for this purpose, big data can be analyzed with cost-effective and 
innovative data processing methods (Sicular, 2013). The fact that big data consists of large 
volumes and complex structured, semi-structured, and unstructured data stacks has caused 
traditional data analysis methods to be insufficient (Casado & Younas, 2015: 2081).  
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One of the areas where big data technology can be used is taxes, which are the most 
important public revenue. It is possible to benefit from this technology in many matters in the 
field of taxation. It is of great importance for both the tax administration and the taxpayer. Many 
countries minimize tax losses at national and international levels by taking advantage of big data 
technology. By using computer models, tax predictability and efficiency levels are increased 
(Yayman, 2021: 248). In the rest of the study, the direct and indirect effects of big data 
technology on taxation in Türkiye are discussed. 

 

3. Direct Effects of Big Data Technology on Taxation in Türkiye 

Big data creates new opportunities and obligations for the tax administration at every 
stage of the taxation process, from the determination of tax policies to their audit, through the 
processing and interpretation of information obtained by public institutions from different 
sources about taxpayers (İlgün, 2020: 2). Big data technology is becoming an important tool to 
increase the efficiency of tax administration. In particular, it increases taxpayers' compliance 
with taxes and contributes to reducing tax costs. The biggest challenge facing tax 
administrations in many countries is the inability to ensure full tax compliance. Especially 
developing countries such as Türkiye have more problems in this regard. The problem of 
informal economy and low income causes developing tax administrations to compromise on the 
principle of justice in taxation. However, if the true nature of the subject of the tax is determined 
according to the principle of ability to pay tax, tax evasion and avoidance tendencies will 
decrease and voluntary tax compliance will increase. At this point, big data technology, which 
increases the effectiveness of tax administration as a policy tool, gains key importance (Chooi, 
2020: 2-5). 

The direct effects of digital technologies on taxation are largely in favor of tax systems. 
In Türkiye, big data technology has direct implications for the tax administration, the tax audit 
board, and the Republic of Türkiye Ministry of Treasury and Finance. The Revenue 
Administration provides an administrative organization for the chain operation of tax 
transactions during the taxation process (assessment-collection). However, the fact that the tax 
administration's operations are in a certain order does not mean that there will be a problem-
free process in taxation. For this reason, it is important to use systems that will support the 
business process of the tax administration on an instant and long-term basis. Big data 
technology can detect signs of the true nature of the tax in tax transactions, ensure that tax 
transactions are carried out correctly, and tax auditing can be carried out effectively and 
efficiently, thus preventing any erosion (or delays) in tax revenues (Atak, 2021). 

Among the institutions, units, and boards that use big data technology in Türkiye are the 
General Directorate of Risk Analysis, Revenue Administration, and Tax Audit Board. The Revenue 
Administration has become one of the leading institutions of digital transformation in the public 
sector with its strong technological infrastructure and innovative perspective. In Türkiye, 
institutional and strategic steps have been taken regarding the taxation effectiveness of big data 
technology. In the 2019-2023 Strategy Plan of the Ministry of Treasury and Finance, strategies 
such as “Conducting proactive and risk-oriented strategic analyzes regarding money laundering 
and terrorist financing based on economic security through bulk data by strengthening the 
information technologies infrastructure” were put forward (HMB, 2019: 12). Therefore, it seems 
clear that work on this issue will continue. 
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4. Indirect Effects of Big Data Technology on Taxation in Türkiye 

Big data technology also has indirect effects on taxation. If big data technology is used 
directly by tax administrations, tax systems are positively affected. However, the use of big data 
technology by other parties causes taxation problems to arise. This situation causes indirect 
effects on tax systems. 

If big data technology is offered to customers by service providers, the service provided 
must be taxed. However, if the place where the service is provided is a different state or country, 
the “residence and determination problem” arises on the taxable event. For example, Company 
X offers big data analysis services to companies and individuals for marketing purposes. 
However, taxation in the country where the digital service is provided is not possible. Thus, 
erosion may occur in the tax revenues of the country where the service is provided and the 
benefit is obtained. On the other hand, it is impossible to track data nationally, as it is possible 
for some companies to export or even store data outside due to their international status. It can 
be said that the problem of inequality of the parties has been minimized by the Personal Data 
Protection Law No. 6698. However, the data can be used as desired, provided that consent is 
obtained. There are no clear statements in the Law about preventing the use of data for 
commercial purposes (Kabayel, 2022: 287-288). 

 

5. Conclusion 

The digital transformation wave that comes with Industry 4.0 is reshaping all sectors, 
from the private sector to the public sector. Taxation is one of the areas experiencing this digital 
transformation. It appears that the direct impact of big data technology on taxation in Türkiye 
is complementary. Big data technology provides benefits in terms of administrative efficiency, 
audit efficiency, and taxation efficiency of tax administrations. It is seen that tax compliance will 
increase by tax experts analyzing the risks and acting in parallel with the analysis results during 
the taxation process. However, the resulting effects are not just direct effects. It should not be 
forgotten that changes in other areas have an indirect impact on taxation.  

If the place where the service is provided is a different state or country, the problem of 
residence and determination arises regarding the taxable event. On the other hand, the fact that 
the information received from individuals is used for commercial earning only with cookie usage 
permissions raises the problem of inequality between the source and user of the data. A number 
of steps need to be taken to mitigate systemic problems. For example, although big data and 
cloud computing technology are used more intensively, it may be beneficial to implement 
artificial intelligence and robotic technologies that will increase effectiveness and efficiency with 
blockchain-based cloud computing in the coming years. Additionally, there are some tax 
problems regarding the indirect use of big data. It is seen that there are tax regulations based 
on the event that gives rise to the tax, taking into account the principle of legality of the tax 
through the legislation. But it is clear that some regulations are still needed. 
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The Role of Digitalization on Tax Transparency: An Assessment 
in Terms of the Beps Action Plan 13 
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Abstract 

OECD carries out many studies to address global problems caused by digitalization, secure the tax 
revenues of governments, ensure the fair distribution of the tax burden among taxpayers, and ensure tax 
transparency internationally. One of the most effective was the "Base Erosion and Profit Shifting (BEPS)" 
adopted by the OECD in 2013. BEPS, which aims to re-establish international tax rules and is an important 
development in the field of international taxation, is a comprehensive cooperation initiative and concerns 
multinational companies and their tax behavior models. Action plan 13 consists of "country-based 
reporting (CbCR)" to increase tax transparency. The aim of action plan 13 is to minimize tax loss by 
ensuring tax transparency in multinational companies and thus reducing tax avoidance activities. 
According to reporting standards, multinational companies are obliged to share information with the tax 
administrations of all countries where the transactions giving rise to the taxable event took place. The 
need for country-based reporting has emerged as a result of the international tax system's taxation of 
profits of multinational enterprises. Country-by-country reporting also sheds light on some unfair tax 
practices, such as the use of tax havens and profit shifting through transfer pricing. 
 
Keywords: BEPS, multinational company, digitalization, tax transparency 
JEL Codes: H20, H26 

 

1. Introduction 

Ensuring information sharing between administrations on tax issues is very important in 
ensuring tax transparency. For this reason, the aim of the study is to evaluate the importance of 
international information sharing in increasing tax transparency and transparency of 
digitalization, which has become widespread with the effect of globalization and technological 
developments. In this context, BEPS action plan 13 is discussed and country-based reporting 
studies to ensure tax transparency of countries are examined. Country-based reporting stems 
from the international tax system's supportive feature of minimizing tax liability and attempts 
to ensure increased accountability of multinational enterprises regarding how profits are 
allocated to countries through taxation. In addition, making country-based reporting mandatory 
provides tax administrations with additional information that will allow them to better evaluate 
the risk of distribution of profits among their fields of activity. 

This study consists of three parts. First, the concepts of digitalization, digital economy 
and tax transparency are explained. Secondly, the activities within the scope of OECD's BEPS 
Action Plan 13 country-based reporting for international information sharing on tax issues were 
evaluated. OECD and BEPS are discussed in the study because OECD has a leading role in sharing 
information on tax issues and BEPS is an important project to create an international framework 
for preventing tax losses of multinational companies. Finally, a general evaluation was made 
about the impact of digitalization on tax transparency. 
 

                                                           
1  Lecturer, Ph.D, Tokat Gaziosmanpaşa University, ORCID: 0000-0001-5332-0831, uygun.esraa@gmail.com 
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2. Conceptual Explanations 

With the impact of globalization and increasing technological developments, the need 
for change and transformation has arisen in many areas, especially in the economy. In this 
process, the concept of digitalization has gained importance. Digitalization is a process that 
changes entire industries, the nature of innovation, product diversification and producer-
consumer interaction. With increasing digitalization, all processes have been moved to the 
digital environment and systematic work has become easier. In addition, digitalization has 
increased the elements and capabilities of the economy, led to social changes, affected tax 
policies and led to major changes and transformations in tax administrations and the 
implementation of tax laws. However, in this process, traditional taxation rules have become 
insufficient, many problems have emerged regarding the taxation of the digital economy, and 
the concept of tax transparency has gained importance. The concept of tax transparency is often 
used by organizations to provide clarity on complex tax issues and increase stakeholder 
confidence by providing assurance that a fair share of tax is being paid. At the same time, tax 
transparency is expressed as disclosing the amount of taxes received by governments and 
improving cooperation between countries by sharing information about the same taxpayers. 
Digitalization of the economy has increased the tax losses of states, especially by making it 
difficult to tax the profits of multinational companies. This has become an increasingly important 
problem in international taxation. It has become difficult to ensure tax transparency for both 
tax administrations and multinational companies. It is noteworthy that transparency should be 
created not only in the transparency of multinational enterprises' own taxation processes, but 
also by providing more information flow about the regulations made to accommodate 
multinational enterprises in international taxation. 

 

2.1. Digitalization and Digital Economy 

Digitalization is making a business, service or item digital or creating different business 
opportunities by offering it in a digital environment. At this point, it is necessary to know the 
difference between the concepts of digitalization and digital transformation. Digital 
transformation starts with the customer and encourages customers to use technology. 
Digitalization is the transfer of business processes to the digital environment. Digital economy, 
based on digital technologies, is defined as the worldwide network of economic activity and 
commercial transactions provided by information and communication technologies (Rouse, 
2017). According to OECD, digital economy is expressed as a superconcept created with digital 
technologies (OECD, 2012: 5). The digital economy is the result of processes of change brought 
about by information and communication technologies, which make technology cheaper and 
more powerful and support the improvement of business processes and innovation in all sectors 
of the economy (OECD, 2015: 11). Although digital economy first brings to mind electronic 
commerce (e-commerce), it is not just e-commerce. It is a set of commercial and economic 
activities that also includes e-commerce. E-commerce is all the activities of purchasing, selling, 
collecting/processing information and marketing goods and services through electronic 
networks. In addition to e-commerce, the digital economy also includes online digital advertising 
and promotional activities, online payment system and advertising revenues obtained from 
these transactions, and sales of digital goods and services (Yüce and Akbulut, 2018: 110). 

 

2.2. Tax Transparency 

Throughout the historical process, there have been significant changes in thoughts 
regarding the privacy of financial information. Previously, it was the state's responsibility to 
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convince citizens about what information should not be kept secret and why. Nowadays, citizens 
have to convince the state about what information should be kept secret and why. The 
prevailing opinion is that there is no legitimate reason for the confidentiality of information 
regarding people's financial transactions. The logic of this idea is as follows: "If there is secrecy 
somewhere, there is fraud", or if there is nothing to hide, there is nothing to fear (Sharman, 
2009:718; Aktuğ & Öz, 2021:117). Along with these thoughts, there have been changes in the 
understanding of transparency. The idea of governments being open and accountable to the 
public has changed over time, and the concept of tax transparency, which refers to citizens being 
transparent to the state, has come to the fore. 

Tax transparency is seen as an important element in preventing tax losses. Today, with 
increasing globalization and technological developments, the number of multinational 
companies has increased and international trade has become widespread. Current national and 
international tax laws are inadequate to adapt to developing and changing conditions. This 
situation supports some activities aimed at reducing the tax burden of companies, increases tax 
losses and evasion, and negatively affects transparency. Non-transparent attempts of 
multinational companies and their affiliated countries to share their commercial affairs and 
transactions; It both serves to evade taxes and causes transactions to be carried out ostensibly 
for the purpose of tax avoidance (Kudrle, 2016: 1154). 

In recent studies, tax transparency is discussed from three perspectives. The first is the 
transparency of taxpayers towards their own administrations, the second is the disclosure of 
taxpayer information to the public, and the third is the international transparency of tax-related 
information (Stewart, 2018:12). This study focuses on BEPS Action Plan 13 "country-based 
reporting", which is intended to prevent tax losses by ensuring international tax transparency. 

 

3. Latest Status on BEPS Action Plan 13 

Digitalization and globalization have had a profound impact on economies and people's 
lives around the world, and this impact has increased in the 21st century. This increase is 
accompanied by challenges to the rules for taxing international corporate income and profits 
where economic activities take place, which have been in place for over a century and have 
created an opportunity for Base Erosion and Profit Shifting (BEPS), requiring policymakers to 
make bold moves to restore confidence in the system. also brought with it. 

As of 2013, the OECD has stepped up its efforts to address increasing public and political 
concerns about tax avoidance by large multinational companies. For this reason, OECD and G20 
countries acted together in September 2013 to develop BEPS Action Plans. In this context, it has 
identified 15 action plans aimed at ensuring consistency in national rules affecting cross-border 
activities, strengthening the requirements of existing international standards, and increasing 
transparency and certainty. BEPS is the first significant renewal in the tax rules applied for a 
century and aims to tax profits where productive economic activities are carried out and value 
is created (Uygun & Gerçek, 2018: 36: Uygun, 2023: 472-479).  

At this point, although the BEPS application has significantly changed the international 
tax environment and improved the fairness of tax systems, it has remained inadequate in solving 
the tax difficulties arising from the digitalization of the economy, which is one of the main 
problems of BEPS. With a study conducted on October 8, 2021, more than 135 Inclusive 
Framework members, representing more than 95% of GDP, planned to reform international tax 
rules and a new solution for the taxation of multinational companies (Uygun, 2022: 95). Member 
countries have joined a two-pillar solution to ensure that multinational companies pay a fair 
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share of taxes to operate and profit in today's digitalised and globalized world economy, 
wherever they are located (OECD, 2021a; OECD, 2021b). 

In this study, the effects of digitalization on tax transparency were evaluated by 
considering the current situation of the countries within the scope of OECD, BEPS Action Plan 
13 country-based reporting. For this reason, OECD's Country-by-Country reports were 
examined. A key component of the transparency pillar of Action Plan 13 (CbC) of the BEPS 
project is the obligation for all major multinational business groups with consolidated group 
revenues above an agreed threshold to report to a country. Multinational enterprises are also 
required to recognize each entity within the group doing business in a particular region and 
provide an indication of the business activities carried out by each entity (OECD, 2023). 

So far, seven reports have been published evaluating the progress reached in country-
based reporting. According to the results of the last report published in 2023, country-based 
reporting is progressing positively (OECD, 2023). In the report, countries were evaluated 
according to various criteria. These criteria are elements that a region/countries must meet to 
demonstrate whether the required standards are being appropriately implemented. The 
structure of each section regarding a specific region/country examined was evaluated according 
to the following elements (OECD, 2022a): Summary of filing requirements, a table summarizing 
any published advice, local legal and administrative framework, information exchange, proper 
use. 

The report provides information about the countries/regions that meet/do not meet 
country-based reporting requirements and the compliance processes with reporting 
requirements in those countries/regions. The report includes information such as the first 
reporting fiscal year, consolidated group revenue threshold, filing deadline, local filing 
requirement, filing permission, date of initial review of the local legal framework. In addition, 
summary recommendations on the local legal and administrative framework regarding 
reporting requirements, information exchange and appropriate use of reports are also included. 
The regions/countries that fulfill the reporting requirements prepared by me by compiling the 
information in the country-based evaluation report of the OECD (2023) are included in Annex 1. 
According to the report, 112 countries/regions have met the minimum standards of BEPS action 
plan 13 regarding country-based reporting. Despite the minimum conditions being met, 
deficiencies in the practices of some countries have been identified and various suggestions 
have been made. Recommendations address the local legal and administrative framework, 
exchange of information and appropriate use of reports. Many countries/regions have started 
to publish their first reports since 2016 to adapt to the practice. Updates were made in 
subsequent years (Uygun, 2023: 472-479). According to the information in the OECD (2023) 
report, although the BEPS action plan is required within the scope of the 13 minimum standards, 
there are 24 countries2 that have not yet introduced a requirement for the filing of country-
based reports. Recommendations on taking steps towards a local legal and administrative 
framework to implement country-based reporting requirements in the country/regions in 
question as quickly as possible, taking steps to ensure that the appropriate use condition is met 
before exchanging information, and implementing necessary processes or written procedures 
to ensure the exchange of information. has been found. 

 

                                                           
2  Angola, Antigua ve Barbuda, Armenia, Belarus, Botsvana, Brunei Darussalam, Cameroon, Congo, Democratic 

Republic of the Congo, Dijibouti, Dominica, Eswatini (Kingdom of), Grenada, Haiti, Honduras, Jamaica Liberia, 
Namibia, North Macedonia (Republic of), Paraguay, Saint Luca, Saint Vincent and the Grenadines, Sierra Leone, 
Trinidad and Tobago. 
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4. The Role of Digitalization on Tax Transparency 

With digitalization gaining importance, the change required in the elements of the 
economy has also affected tax policies, revealing inadequacies in the implementation of tax 
administrations and tax laws. Traditional taxation rules were inadequate in modern 
transformations and created many problems in taxation, and at this point the importance of the 
concept of tax transparency emerged. In terms of international taxation, the impact of 
digitalization on the economy is that it increases the tax losses of states, especially by making it 
difficult to tax the profits of multinational companies. Tax transparency is seen as an important 
issue in international taxation because it is an important element in preventing tax losses. With 
digitalization, it has become difficult to ensure tax transparency for both tax administrations and 
multinational companies. Non-transparent attempts of multinational companies and their 
affiliated countries in sharing their commercial affairs and transactions both provide an 
environment for tax evasion and cause transactions to be carried out ostensibly to avoid taxes. 

With globalization, increasing technological developments and digitalization, the 
number of multinational companies and their volume in trade have expanded. Although this 
situation creates positive effects in terms of international trade, it also has some negative 
effects. First of all, with the increase in the number of multinational companies and their volume 
in trade, goods and capital movements have accelerated, electronic commerce has become 
widespread, and the volume of international trade has increased. However, in order to reduce 
their tax burden and increase their profits, multinational enterprises have started to use the 
transfer pricing method and transfer their profits to countries that apply zero or low taxation, 
known as tax havens. Transfer pricing negatively affects developing countries that are 
unprotected in the legal field and within the framework of international agreements, especially 
in international revenue sharing and resource allocation. In addition, the transfer of a significant 
part of the world's financial assets to tax haven countries through multinational enterprises and 
the decrease in taxable income through the transfer pricing method significantly negatively 
affects the economies of developed and developing countries. 

With the innovations brought about by digitalization and the changes in the private and 
public sectors, existing tax systems have become insufficient in many commercial activities and 
have supported the increase in tax losses / evasion. These negative effects have forced countries 
to come together and work to prevent tax losses caused by multinational companies. As a 
matter of fact, OECD BEPS action plans emerged at this point. BEPS is seen as an important 
turning point in the fight against tax losses and evasion. With BEPS, he has carried out important 
work on both improving transparency and ensuring information exchange. Action Plan 13 is one 
of them. 

International organizations primarily focus on ensuring bilateral information exchange 
agreements in their efforts to ensure transparency. However, the bilateral nature of information 
exchange agreements, that is, binding only the parties to the agreements, limits the enhancing 
effects of transparency. Because the fact that bilateral agreements only bind the party countries 
attracts the attention of multinational enterprises that want to avoid taxes and especially 
increases the tendency towards tax haven countries. The increasing attractiveness of tax havens 
has shown the importance of the concept of "transparency" in international tax law (Çamurcu, 
2017: 241). 

There is a conflict of interest between the state and taxpayers regarding the 
transparency of tax information. While from the government's perspective, tax is a source of 
income, from the taxpayer's perspective, it is a loss of income. The more detailed information 
the state has about taxpayers, the more secure the public tax will be. It can be said that a tax-
transparent environment is a requirement for a healthy tax system, as the ability of tax 
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administrations to access accurate information about taxpayers facilitates the implementation 
of tax legislation (Aktuğ & Öz, 2021: 117-118). 

On the other hand, although in some countries it is seen that information about the 
taxes paid or not paid by taxpayers is disclosed to the public, in the majority of countries, 
taxpayers' tax privacy is legally guaranteed. The tax legislation of every country with a modern 
legal system includes provisions regarding the security and confidentiality of citizens' tax 
information. For example, in Turkey, Article 362 of the Tax Procedure Law is titled "Violation of 
tax privacy" and it is stated that those who violate this article will be punished with 
imprisonment from 1 to 3 years and a judicial fine of up to 5000 days. However, in Turkey, the 
list of those who are known to the public as "tax brazens" and who have not paid their final 
debts over a certain amount is announced every year. In addition, the list of those who pay the 
most taxes is disclosed to the public with the approval of the taxpayers, and these practices are 
not considered as a violation of tax privacy. Aktuğ & Öz, 2021: 117-118). 

At this point, there is no other way than improving coordination and cooperation 
between tax administrations and countries to increase tax transparency to prevent tax losses. 
In order for tax administrations to have information about taxpayers with cross-border activities 
and thus to create a tax-transparent environment, the most important issue for both leading 
states and multinational organizations is international information sharing on tax issues. 
International sharing of information on tax issues is possible through agreements signed 
between countries and coordination between international organizations and countries. 
Although the expansion of the scope of information sharing between administrations is a 
positive development in terms of tax transparency in the international arena, it poses serious 
drawbacks in terms of taxpayers' rights and tax privacy. In order to eliminate these drawbacks, 
it would be beneficial to create a new definition by determining the limits of tax transparency. 
It seems that neither the OECD nor the source countries pay much attention to the 
disadvantages caused by the violation of taxpayer rights and tax confidentiality. This situation 
arises from the fact that an international system without tax transparency threatens the income 
of countries. To put it more clearly, when leading states have to choose between taxpayer rights 
and public revenues, they choose public revenues (Uygun, 2023: 66-70: Uygun, 2023: 485-487). 

 

5. Conclusion 

BEPS Action Plan 13 is aimed at providing relevant governments with information on the 
global distribution of multinational enterprise revenues, economic activities and the taxes they 
pay among countries, according to a common template. The result of Action Plan 13 is to obtain 
previously unavailable information about large multinational enterprises, allowing multinational 
enterprises to better understand their business structure and improve their risk assessment 
capacity. Action Plan 13 stems from the international tax system's supportive nature of 
minimizing tax liability and seeks to ensure increased accountability of multinational enterprises 
for how profits are allocated to countries through taxation. In addition, making country-based 
reporting mandatory provides tax administrations with additional information that will allow 
them to better evaluate the risk of distribution of profits among their fields of activity. 
Transparency can be achieved by providing information flow between countries through 
country-based reporting, and in this way, losses and evasions in taxation can be prevented. 
Therefore, it would be beneficial to expand country-based reporting and information exchange 
agreements. In this way, countries and businesses will be able to obtain detailed information 
about the countries they intend to invest in, contributing to the expansion of transparency and 
preventing losses and evasion in taxation 
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Additional 1. Countries Fulfilling Reporting Requirements and Improvement Suggestions 

 FILING REQUIREMENTS IMPROVEMENT SUGGESTIONS 
First 
Report 

Consolidated 
Income Limit 

Local 
Filing 

Local 
Editing 

Information 
exchange 

Proper 
Use 

Andorra 2018 750 million EUR Yes None None None 
Anguilla 2019 850 million USD No None None Update 
Argentina 2017 750 million EUR Yes None None None 
Aruba 2019 1.5 million AWG Yes None None Update 
Australia 2016 1 billion AUD Yes None None None 
Austria 2016 750 million EUR Yes None None None 
Azerbaijan 2020 750 million EUR Yes None None None 
Bahamas 2018 850 million USD No None None Update 
Bahrain 2021 342 million BHD No None None Update 
Barbados 2021 850 million USD Yes None None None 
Belgium 2016 750 million EUR Yes None None None 
Belize 2019 850 million EUR Suspended None None Update 
Benin 2020 492 million CFA Yes Yes Yes Yes 
Bermuda 2016 750 million EUR No None None Update 
Bosnia and Herzegovina 2018 750 million EUR No Yes Yes Yes 
Brazil 2016 2.260 billion BRL Yes None None None 
British Virgin Islands 2018 750 million EUR No None None Update 
Bulgaria 2016 750 million EUR Yes None None None 
Burkina Faso 2023 491 billion CFA Yes Yes Yes Yes 
Cabo Verde - 750 million EUR Yes Yes Yes Yes 
Canada 2016 750 million EUR Yes None None None 
Cayman Islands 2016 850 million USD No None None Update 
Chile 2016 750 million EUR No None None None 
China (People’s Republic of) 2016 5.5 billion RMB Yes Yes None None 
Colombia 2016 81 million UVT Yes None None None 
Costa Rica 2017 750 million EUR No None None Update 
Côte d’Ivoire 2018 49.967 billion XOF No None Yes Yes 
Croatia 2016 750 million euro Yes None None None 
Curaçao 2018 1.5 billion NAFI No None Yes Update 
Czech Republic 2016 750 million EUR Yes None None None 
Denmark 2016 5.6 billion DKK Yes None None None 
Dominican Republic 2022 38.8 billion DOP Yes Yes Yes None 
Egypt 2018 3 billion EGP Yes Yes Yes Yes 
Estonia 2016 750 million EUR Yes None None None 
Faroe Islands 2019 5.6 billion DKK Yes Yes Yes Yes 
Finland 2016 750 million EUR Yes None None None 
France 2016 750 million EUR Yes Yes None None 
Gabon 2017 4,967 billion XOF Yes Yes Yes Yes 
Georgia - 750 million EUR No Yes Yes Yes 
Germany 2016 750 million EUR Yes None None None 
Gibraltar 2016 750 million EUR Yes None None None 
Greece 2016 750 million EUR Yes None None None 
Greenland 2019 5.6 billion DKK Yes Yes Yes None 
Guernsey 2016 750 million EUR Yes None None None 
Holland 2016 750 million EUR Yes None None None 
Hong Kong 2018 6.8 billion HKD Yes None None None 
Hungary 2016 750 million EUR Yes None None None 
Iceland  2017 100 billion ISK Yes None None None 
India 2016 64 million INR Yes Yes None None 
Indonesia 2016 11 trillion IDR Yes None None None 
Ireland 2016 750 million EUR Yes None None None 
Isle of Man 2017 750 million EUR Yes None None None 
Israel 2022 3.4 billion NIS Yes Yes None None 
Italy 2016 750 million EUR Yes None None None 
Japan 2016 100 billion JPY Yes None None None 
Jersey 2016 750 million EUR Yes None None None 
Jordan 2021 600 million JOD Yes Yes Yes Yes 
Kazakhstan 2016 750 million EUR Yes Yes Yes None 
Kenya 2022 95 billion KES Yes Yes Yes Yes 
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Korea 2016 1 trillion KRW Yes None None None 
Latvia 2016 750 million EUR Yes None None None 
Liechtenstein 2017 900 million CHF Yes None None None 
Lithuania 2016 750 million EUR Yes None None None 
Luxembourg 2016 750 million EUR Yes None None None 
Macau (China) 2019 7 billion MOP No None None Update 
Malaysia 2017 3 billion MYR No None None None 
Maldives 2021 750 million EUR Suspended None None None 
Malta 2016 750 million EUR Yes None None None 
Mauritania - 22 billion MRO Yes Yes Yes Yes 
Mauritius 2018 750 million EUR No None None None 
Mexico 2016 12 billion MXN Yes None None None 
Monaco 2018 750 million EUR No None None None 
Mongolia 2020 1.7 trillion MNT Yes Yes Yes Yes 
Montenegro 2024 750 million EUR Yes Yes Yes Yes 
Montserrat 2024 750 million EUR No None None  Update 
Morocco 2021 8.1 thousand MAD Suspended None Yes Yes 
Netherlands 2016 750 million EUR Yes None  None None 
New Zeland 2016 750 million EUR No None None None 
Nigeria 2016 160 billion NGN Suspended None Yes None 
Norway 2016 6.5 billion NOK Yes None None None 
Oman 2020 300 million OMR Suspended None None Update 
Pakistan 2016 750 million EUR Yes Yes Yes None 
Panama 2018 750 million EUR No None None None 
Papua New Guinea 2017 2.3 billion PGK Suspended Yes Yes Update 
Peru 2017 2.7 billion PEN Yes None None None 
Poland 2016 750 million EUR Yes None None None 
Portugal 2016 750 million EUR Yes None None None 
Qatar 2018 3 billion QAR Suspended None None Update 
Romania 2016 750 million EUR Yes Yes None Update 
Russian Federation 2017 50 billion RUB Yes Yes None None 
San Marino 2019 750 million EUR Yes None None None 
Saudi Arabia 2018 3.2 billion SAR Yes None None None 
Senegal 2018 49.967 billion WOF Yes Yes Yes Yes 
Serbia 2020 750 million EUR No None Yes Yes 
Seychelles 2018 750 million EUR No None Yes Yes 
Singapore 2017 1.125 billion SGD No None None None 
Slovak Republic 2016 750 million EUR Yes None None None 
Slovenia 2016 750 million EUR Yes None None None 
South Africa 2016 10 billion ZAR Yes None None None 
Spain 2016 750 million EUR Yes None None None 
Sri Lanka 2019 750 million EUR Yes Yes Yes Yes 
Sweden 2016 7 billion SEK Yes None None None 
Switzerland 2018 900 million CHF Yes None None None 
Thailand 2021 28 billion THB Suspended None None None 
Togo 2023 492 billion CFA Yes Yes Yes Yes 
Tunisia 2020 1,636 million TND Suspended None None Update 
Turkey 2019 750 million EUR Yes None None None 
Turks and Caicos Island 2020 850 million USD No None None Update 
Ukraine 2022 750 million EUR Suspended None Yes None 
United Arab Emirates 2019 3.150 million AED No None None Update 
United Kingdom 2016 750 million EUR Yes None None None 
United States 2016 850 million USD No Yes Yes None 
Uruguay 2017 750 million EUR Yes Yes None None 
Viet Nam  2017 18 billion VND Yes Yes Yes Yes 
Zambia 2021 750 million EUR Yes Yes Yes Yes 

Source OECD (2023). Country-by-Country Reporting was created by me using data from the Inclusive Framework on 
¬BEPS: Action 13 
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Earthquake and Elections: Evidence from Türkiye 

 

Yasin Acar1 

 

 

Abstract 

Election results can be affected by many socioeconomic factors and natural disasters such as 
earthquakes. It has been calculated that the impact of the earthquakes on the Turkish economy 
that affected 11 provinces will be approximately 104 billion dollars. Developing countries, which 
are less prepared to deal with catastrophes, have reported more considerable economic loss 
and more significant death tolls. Thus, political leaders from these countries are expected to 
face greater challenges in future crisis handling. How well a government handles any type of 
large-scale crisis events will create greater or lesser public confidence in political leaders and 
government institutions, affecting the political behavior of voters. Empirical literature has found 
that natural disasters indeed influence political and electoral outcomes (Achen & Bartels, 2004, 
2012; Bechtel & Hainmueller, 2011; Gallego, 2015; Quiroz & Smith, 2013; Visconti, 2015). This 
paper examines the impact of the Kahramanmaraş earthquakes on the electoral outcomes in 
the 2023 general elections in Türkiye. According to the study's preliminary results, the 
incumbent party lost votes compared to the previous election, while the main opposition party 
CHP increased its votes. In terms of alliances, there is no statistically significant difference 
between the two elections. In the provinces affected by the earthquake, it was found that the 
incumbent party (Ak Parti) votes did not decrease statistically compared to other provinces. We 
also found that the vote rate of the Zafer Party, which advocates anti-immigrant policies, is high 
in provinces where immigrants live heavily. Looking at the effect of economic variables, the 
votes of CHP increase in provinces with high per capita income. There may be several reasons 
why Ak Parti's vote did not decrease in the earthquake zone. First, generally more conservative 
voters live in the region, and these voters vote according to different factors. The second is that 
the AK Party quickly directed public expenditure to this region by using the public finance 
resources, enjoying the advantages of being in power. Housing construction initiated through 
TOKİ seems to affect voter behavior in this sense. The government's response to an earthquake 
can significantly influence the electoral landscape. If the government is perceived as effectively 
managing the crisis, providing prompt relief, and demonstrating strong leadership, it may 
generate goodwill among the public, potentially benefiting the incumbent party. Conversely, a 
poorly managed response or a perceived lack of competence in handling the aftermath of the 
earthquake can lead to public dissatisfaction and negatively impact the ruling party's electoral 
prospects. 
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Integrating Gender Perspective into Medium-Term Plans          
and Budgets at the Local Level: A Comparative Study                    

of Berlin and Istanbul  
 

Reyhan Karababa1 
 

 

Abstract 

Fiscal rules prioritize the integration of the medium-term expenditure framework in the budget 
process to ensure fiscal sustainability. Incorporating medium-term financial planning into a resource-
based budgeting system allows for effective administrative actions, achieving desired policy 
outcomes, and promoting intergenerational equality (Schick, 2007; Burth ve Hilgers, 2014). The 
medium-term budget approach goes beyond merely including medium-term plans in traditional 
budgeting. Instead, it strives to establish a structure where budgeting becomes an inherent 
component of the medium-term spending framework, effectively interconnecting it with other 
elements within the system (Kim vd., 2005: 38). The challenge of merging medium-term plans with 
the budget process becomes particularly evident for gender equality policies. Medium-term plans 
play a crucial role in the effectiveness of gender-responsive budgeting (GRB), much like other budget 
approaches. Berlin has been implementing gender-responsive budgeting since 2003 through a 
collaborative process between the district and senate administrations, with a strong focus on 
procedural aspects. The "Gender Equality Framework Programme" (Gleichstellungspolitisches 
Rahmenprogramm), developed through the collaborative efforts of the working groups, is a medium-
term policy document that concentrates on social concerns and aims to promote gender equality. 
Similarly, the Istanbul Metropolitan Municipality has formulated a local equality action plan for 2021-
2024, motivated by the decision to endorse the European Charter of Equality between Women and 
Men in Local Life. While encompassing various forms of inequality, the action plan primarily 
emphasizes addressing gender inequality. The Istanbul Metropolitan Municipality demonstrates a 
clear commitment to gender-responsive budgeting through its local equality action plan and the 
integration of gender-focused policies within its strategic plans. The degree to which the targets 
outlined in these policy documents are effectively incorporated into the budgets remains a topic of 
discussion and subject to debate. The research delves into the challenges and advancements 
encountered during the 20-year implementation of GRB in Berlin, employing a medium-term policy 
framework. With this perspective in mind, a model proposal for the Istanbul Metropolitan 
Municipality is created based on the findings gained from the study. While acknowledging Turkey 
and Germany's contrasting political and administrative structures, the study proposes that valuable 
insights can still be gleaned from examining budgetary practices in the birthplace of the science of 
public finance. Furthermore, it is worth noting that Berlin employs a program budget system similar 
to the one being implemented in Turkey, where a performance-based program budget reform is 
being carried out at the national level and is expected to extend to the local level. Therefore, studying 
the Berlin example can provide valuable insights for the continuation of this reform at the local level 
in Turkey. 

Keywords: Gender-Responsive Budgeting, Medium-Term Policy Framework, Budget Documents 
Integration, Gender Equality 
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Unmet Health Demand Under Public Provision in Türkiye: Who Cannot 
Access Health Service in Türkiye and Why? 

 

Mustafa Kahveci1 

 

 

Abstract 

This study aims to analyse the prevalence and determinants of unmet health care demand in 
Turkey. Unmet health demand is a compelling research area due to Turkey's health system 
structure. Following of the health transformation program the Turkish health system has been 
promoted as a universal coverage. At first glance, this claim seems consistent with the national-
level representative Health Survey results. According to the latest available survey result, % 92 
of respondents have Social Insurance Institution’s health coverage. However, the same data 
indicates one-third of the above 15 population (5757 of 11357) postponed or gave up getting 
the health service they needed within the last twelve months. Descriptive statistics present very 
frequently unmet health demand under highly publicly provided health and insurance systems. 
Data contains three groups of reasons for unmet health demand: 1. Waiting time to get an 
appointment from a hospital, 2. Affordability of out-of-pocket health care expenses, 3. Physical 
accessibility (distance to health facilities). Microdata indicates that waiting time to get an 
appointment is the most dominant reason of unmet health demand. Together with comparison 
of with previous Health Survey microdata and recent one, the change of unmet health demand 
level and reasons of it is analysed. In the second step, the determinants of unmet health demand 
were analysed using logit methodology. Individual characteristics (age, gender, income, health 
status, education, income, insurance status) were used as independent variables, and both 
composite measures of unmet health demand and singular necessities were regressed on these 
variables. Findings of this study is consistent with related literature. The previous research on 
this topic underlines that socio demographic factors and personal barriers like time, financial 
constraints were among the determinants of the health avoidance behaviour; usually 
disadvantaged socio-economic conditions decrease access to necessary healthcare. Overall, 
lower-income groups, females, individuals with chronic illness are more likely to have problems 
taking health care services. It is necessary to reorganize the health care system in Turkey to 
improve the health care access of these vulnerable groups. 

 

Keywords: Health Demand, Social Insurance Coverage, Determinants of Unmet Health Demand, 
Chronic Illness, Location of Health Service 
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Making the Earthquake Tax Work 
 

Arkan Yusufoğlu1 

 
 

Abstract  

Extraordinary times such as major natural disasters require extraordinary measures like additional 
taxation. Tax measures implemented after earthquakes that hit Türkiye in 1999 have caused ongoing 
debates on “earthquake taxes” for the past two decades. This study discusses the misperceived 
phenomenon of earthquake taxes in Türkiye and the underlying motivation behind the debate on 
earthquake taxes. It is argued that an “earthquake tax” as perceived by the public is theoretically possible 
through earmarked taxation, but the Turkish budget legislation prevents it. As a solution, it is suggested 
to redesign the revenue structure of the Disaster Reconstruction Fund to include an earmarked "Disaster 
Solidarity Contribution" in addition to the existing revenues. By implementing such an instrument, public 
opinion’s expectations can be met without violating budgetary principles and distortions on economic 
efficiency. 
 
Keywords: Earthquake Tax, Earmarked Taxation, Extrabudgetary Funds 
JEL Codes: H20, H50, Q54 
 

1. Introduction 

Türkiye is located in a geologically active zone, which makes it an “earthquake country”. 
MTA2’s updated active fault map shows that 45 of the 81 cities are located on active faults (MTA, 
2023). According to AFAD3, faults in Türkiye generate a destructive earthquake that causes life 
and property losses once every five years on average (AFAD, 2018:43; 2020:84). Between 1900 
and 2017, more than 86.000 people lost their lives, and nearly 600.000 houses were damaged 
or destroyed (AFAD, 2018:46). On 6 February 2023 two major earthquakes hit Türkiye that 
caused more than 50.000 confirmed deaths, 650.000 damaged and 35.000 destroyed buildings, 
and a total of 103 billion USD damage and expenditure costs (SBB, 2023: 26,130). Casualties and 
economic damage of the earthquake and the perception of lack of preparedness caused the 
debates on earthquake taxes to come to the fore again. 

The aim of this study is to propose a solution to the earthquake tax debate that is 
applicable in terms of budgetary legislation. To this end, the concept of “earthquake taxes” will 
be explained, and this type of tax design will be discussed in terms of earmarked taxation.  

 

2. Earthquake Taxes in Türkiye 

The term “earthquake tax” refers to a set of taxes implemented aftermath of the two 
devastating earthquakes in 1999. In November 1999, temporary surtax on income, corporate, 
property, motor vehicle taxes, and two new taxes, namely Special Communication Tax and 
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Special Transaction Tax, were introduced with Law no. 44814  for budgetary requirements of 
restoration. These taxes were named “earthquake taxes” by the public. 

Additional taxes were implemented for one year, but new ones were first extended 
twice to the end of 2003 then Special Communication Tax was incorporated into the Expenditure 
Taxes Law no. 6802 and became permanent. Hayrullahoğlu argues that the Gambling Tax, which 
was a part of the Special Transaction Tax, first included in the Expenditure Taxes Law and then 
regulated in a separate law, is an extension of earthquake taxes (Hayrullahoğlu, 2022:112). It’s 
a perfect example for explaining the Peacock-Wiseman Hypothesis (Peacock and Wiseman, 
1961).  

A similar strategy, which contains additional motor vehicle tax and raising corporate tax 
rate for the 2023 financial year has been implemented by government in July 20235. Before that, 
in March 2023, an additional corporate tax was implemented with another omnibus bill6.  Even, 
approximately %200 rise in fixed Special Consumption Tax on fuel is justified with the 
earthquake argument by Ministry7.  It’s yet unknown if these additional and higher taxes will 
become permanent in the future or not.  

 

3. An 800-Year Late Awakening or A Rhetorical Question: Where are the 
Earthquake Taxes? 

Since Special Communication Tax became an ordinary budget revenue, approximately 
90 billion TL8 has been collected to date (Revenue Administration). Last two decades, after every 
major earthquake that caused loss of life and property, the same question has been asked: 
“Where are the earthquake taxes?”. Going after the taxes paid is one of the key elements of tax 
awareness and democracy. Limiting the taxing power and gaining the budget right were 
milestones of the way to modern parliaments and democracies. Today, citizens use this right via 
their representatives in parliament. Executive branch of government is responsible to the 
parliament, and legislative auditing of budget provides control over governments’ expenditures 
and tax collection. (Çağan, 1982: 13-28; Edizdoğan and Çetinkaya, 2014: 21-38). 

However, in this case, it’s not about democracy but a consequence of misperception. 
Because the question indicates that this tax is perceived by people as implemented solely for 
funding earthquake relief and disaster prevention activities such as urban transformation. 
Special Communication Tax is an ordinary budget revenue just as the others and very few people 
are tracking collected VAT revenues etc.  That makes this question a rhetorical one rather than 
a democratic demand.  

Although politicians already knew or could easily find the answer, this question has been 
frequently used for political debates too. After Elazığ Earthquake in 2011 Minister of Finance 
made a true but unfortunate statement while explaining budgetary principles: “…taxes were 
used for building divided highways.” (Cumhuriyet, 2011). This statement amplified criticism 
rather than convincing public opinion. 
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4. Possibility of a Real Earthquake Tax 

It is theoretically possible to design an earthquake tax just as perceived by public 
opinion. Such taxes are called earmarked taxes. Earmarking is dedicating the revenue of a 
specific tax or a proportion of a broad-based tax such as VAT to a specific purpose (Buchanan, 
1963:457-458; Wilkinson, 1994:119, Carling, 2007:1). Earmarked taxes and user fees are widely 
used to raise funds for public services like healthcare, education, highway maintenance, and 
other infrastructure, protection of nature and wildlife, etc. Social security programs funded by 
payroll taxes are another significant example of earmarking (Camic, 2006:60-61). 

In addition to those mentioned above, earmarked taxes are also used for disaster 
management and risk mitigation purposes. In India revenues generated by the National Calamity 
Contingent Duty, which is levied as a surcharge on excise duty, is earmarked to the National 
Disaster Response Fund (Sharma, 2021:15). If climate change is considered a humanmade 
disaster threatening the world, Thailand’s Energy Conservation Promotion Fund, China’s Clean 
Development Mechanism Fund, and Brazil’s National Climate Change Fund are other examples 
of disaster or risk mitigation funds that are funded by earmarked taxes (World Bank, 2014:204). 
The Fireworks Public Safety Fee is another example of earmarked taxation that is used for 
disaster management activities in the states of Indiana, Michigan, and West Virginia (Yahya, 
Inayati and Sardjono, 2021:3). 

Earmarking taxation could be in the forms of pure/strong which the amount of 
expenditure is determined by the collected tax or soft/weak earmarking which the expenditure 
program is funded by other sources along with the earmarked tax. In addition, earmarking can 
be in wide and narrow forms which the earmarked revenue funds the public spending function 
such as education wholly or a specific expenditure item in a program (Wilkinson, 1994:125-126, 
Carling, 2007:1). An earmarked disaster tax should be in the form of soft – narrow earmarking. 
Because it would be impossible for any tax to provide the required funding for devastating 
disasters such as those Türkiye experienced in 1999 and 2023 alone. It would be more 
convenient to fund a part of disaster management program such as “reconstruction” by the 
revenues collected from this tax together with other sources. 

As a budgeting practice, earmarking has advantages and disadvantages. Earmarking can 
guarantee the funding of a specific expenditure program such as disaster preparedness or relief, 
makes the funding of expenditure programs independent from politics, and creates a link 
between tax and expenditure that enhances tax compliance. On the other hand, earmarking can 
create similar effects as a fiscal rule like budget rigidities, low government flexibility, and risk of 
insufficient funds. (McCleary, 1991:84-87; Gripentrog, 1997: 541-542; Michael, 2015:3-4)  

Although it is theoretically possible Turkish budgetary legislation prevents earmarked 
earthquake or a general disaster tax (Batı, 2020; 2023a; Hayrullahoğlu, 2022:110; Kurt, 
2023:209). Not to allocate specific revenues for specific expenditures is essential in Law no 5018. 
This is accepted as a requirement for the functionality of “universality principle”.  But there are 
several exceptions in law such as extrabudgetary funds, revolving funds, conditional donations 
and grants (Edizdoğan and Çetinkaya, 2014:41-45). 

 

5. Solution: Redesigning the Disaster Reconstruction Fund 

After the massive earthquakes hit Türkiye in February 2023, a new “Disaster 
Reconstruction Fund” was established on 15 March 2023 for the purpose of providing, 



37th International Public Finance Conference / TR 121 

October 12 – 15, 2023, Antalya / Türkiye 

managing, and transferring the resources to the relevant institutions for reconstruction, infra, 
and superstructure works in disaster zones9. 

The fund’s revenue stream is uncertain because it depends on cash donations, grants, 
aids, credits, budgetary appropriations, and resources provided from domestic and foreign 
money and capital markets10. This means the fund may become dysfunctional over time as its 
predecessors11. 

Redesigning the Fund’s revenue structure with earmarked revenue such as a “Disaster 
Soliditary Contribution” to be replaced with Special Communication Tax12 can satisfy public 
opinion while providing constant financing for the Fund. Another alternative could be 
introducing such an obligation instead of the %2 TRT share on electricity bills, which was 
repealed in 202113 (Hayrullahoğlu, 2022:117). “The Disaster Soliditary Contribution” will work 
as an other such financial obligation, if not a real tax, and won’t be violating the budgetary 
principles (Uğur and Öztürk, 2017:299-300). This kind of financing won’t create significant 
distortions on economic efficiency. Because replacing the Special Communication Tax with a 
such obligation will have no effect on prices. On the other hand, since electricity is a necessity 
good the efficiency loss would be negligible, if not zero. But the equity side of the issue is open 
to criticism. 

Also using such an instrument would be consistent with the literature shows evidence 
that “tax labeling” has a significant effect on perception of the tax and taxpayer behavior 
(Hundsdoerfer et al. 2010; Blaufus and Möhlmann, 2014; Baranzini and Carattini, 2017). It can 
be expected to have a positive effect on voluntary compliance. 

 

6. Conclusion 

The earthquake tax debate in Türkiye is a consequence of a misperception. This debate is based 
on the public opinion’s expectation of the revenues collected from the Special Communication 
Tax which is called as earthquake tax, to be used only for disaster-related matters. This type of 
taxation is possible and called as earmarked taxation in the literature. Although earmarked taxes 
are widely used in various areas worldwide, especially in federal systems, it is not possible in 
Türkiye to dedicate a specific tax to a specific expenditure.  

Redesigning the recently established Disaster Reconstruction Fund could provide a solution to 
the ongoing debate regarding earthquake taxes. By introducing an earmarked revenue such as 
“Disaster Solidarity Contribution” proposed in this paper in addition to the existing ones, public 
opinion’s expectation can be met without violating budgetary principles. This would also assure 
the public that the funds collected under the "solidarity contribution" will be solely used for 
disaster-related areas and will be monitored through independent audit reports. 
 

                                                           
9  Law No. 7441, Law on the Establishment of the Disaster Reconstruction Fund, article 1. 
10 Law No. 7441, article 4. 
11 In Türkiye, a “Disasters Fund” was established in 1959. Earmarked proportions of the profits of public economic 

enterprises and state-owned banks were among the revenues of this fund. Another specific “Earthquake Fund” 
which had earmarked revenues from the surpluses caused by price hikes on products of state monopoly, was 
established in 1972. Both of these funds had lost their effectiveness over time and were abolished in the early 
2000s. (Batı, 2023b). 

12 9,8 billion TL Special Communication Tax collected in 2022. It was equal to % 0.22 of the central government 
revenues. 

13 According to EPDK the electricity consumption of households in July 2023 was 6,11 million MWh and unit cost of 
electricity was 1,34 TL per KWh.  The revenue potential of such contribution would be approximately 163,7 million 
TL for that month if applied as %2. 
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Resilience Against Disasters: Efficiency in Resource Distribution 
and Strengthening the Local Fiscal System 

 

Harun Kılıçaslan1 

 

 

Abstract 

In 2023, two large and devastating earthquakes centered in Kahramanmaraş affected 11 provinces and 
approximately 13.5 million people. The destruction caused by the earthquake in city centers had a 
negative impact on search and rescue activities in the rubble. The extent of the destruction and the 
disruption of search and rescue activities due to transportation require questioning the scale of local 
government and the distribution of the population. For this reason, it is necessary to ensure effective 
geographical distribution of resources, including the use of fiscal policy instruments by the central 
administration. However, the scale of local government and, accordingly, the financial structure of local 
governments need to be reconsidered. Pre-disaster policies will increase the chance of success of the 
measures to be taken during and after disaster situations. The mentioned central and local dimensions of 
pre-disaster policies can significantly reduce budgetary risks. For this purpose, expanding regional 
incentive policies to strengthen local administrations may have a positive impact. The study advocates 
increasing population and resource density in rural areas and reducing the increasing population burden 
in urban areas. In this framework, it is concluded that it is necessary to develop local economic resources 
and strengthen local administrations financially. 

 
Keywords: Disaster Risk Reduction, Local Government Finance, Natural Disasters, Climate Change 
JEL Codes: F64, H84, Q54, Q57 
 

1. Introduction 

Although natural disasters are as old as human history, loss of life and economic losses 
are increasing due to the increasing global population. The problem has become global with the 
addition of disasters related to global warming and climate change caused by increasing air 
pollution after industrialization. In 2023, two large and devastating earthquakes centered in 
Kahramanmaraş, which affected 11 provinces and approximately 13.5 million people, with a 
geographical area and population more significant than many countries. The destruction and 
losses caused by these earthquakes have revealed the importance of the steps needed to 
increase resilience to disasters at the national and local levels. 

In this context, the study aims to investigate the problems and solutions regarding pre-
disaster measures that can be taken to increase the resilience of local administrations against 
disasters and reduce budgetary risks. The existence of financial and budgetary risks increases 
the importance of efficiency in resource distribution and use. On the other hand, the fact that 
disasters are generally local makes them related to the duties and financial structure of the local 
administration within whose borders they occur, as well as the central administration. In the 
study, disasters were discussed regarding resource distribution and their relationship with 
public finance and focused on pre-disaster policies. 
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2. Disaster Risk and Managing Financial Risks 

After the earthquake in 1999, essential regulations were made in Türkiye, especially 
regarding earthquakes. It is seen that significant progress has been made in terms of institutional 
and legal regulations regarding disasters and the creation of documents such as strategies and 
plans. However, practices must be objective and determine objective institutions and rules. The 
surest way to achieve this is through systems created according to objective rules. 

The most crucial element to carry out disaster and risk management activities before, 
during, and after a disaster is the financial resources needed. A distinction can be made between 
using these resources before the disaster (damage reduction and preparation) in the first stage 
and their use during and after the disaster in the second stage. It can be stated that the resources 
to be used before the disaster are aimed at reducing and preventing the damages that disasters 
may cause, and they will also increase the efficiency in resource use by reducing future damages 
(Uzunçıbuk, 2005: 349-350). 

It seems possible to eliminate the budgetary risks of post-disaster restoration costs with 
a disaster fund and, more effectively, a disaster insurance system. However, it is not possible to 
compensate for the loss of life (loss of human capital) and natural capital. Therefore, pre-
disaster policies form the basis of disaster policies. 

 

3. Local Finance System Against Disasters 

Developments such as demographic structure, climate change and environment, natural 
disasters, migrations, and military threats need to be considered in the context of the duties and 
expenditures of municipalities and, more generally, the dynamic structure of local government 
policies. 

Especially pre-disaster policies will effectively increase the efficiency of the 
intertemporal distribution of resources. The fact that disasters occur mainly within the borders 
of local administrations concerns them closely in terms of the measures to be taken following 
the principle of locality. In this regard, it is necessary to intervene more seriously with some 
limitations and incentives in regional incentive policies. Some resources need to be allocated to 
local administrations regarding the measures to be taken regarding pre-disaster policies. 
Considering that climate change causes disasters such as landslides and floods to increase, local 
public services need to expand in this direction. It requires expansion of both planning and 
financial framework. 

Zoning plans that will distribute the population density towards the villages around the 
city should be prepared by horizontal architecture. Imposing upper limits on independent 
sections per square kilometer can ensure that the population density is kept at reasonable levels 
within the settlement. Although current urban transformation practices increase the quality of 
the building stock, they still need to reduce the population density and increase the population 
density in neighborhoods and the resulting crowding costs. The meaning of urban 
transformation should be expanded in this sense and removed from the circle of transformation 
of the building stock. 

 

4. Conclusion 

Disaster awareness in Turkey increased after the 1999 earthquake by looking at the 
regulations and plans made. The devastating effects of disasters and the economic losses they 
cause, especially felt more with the recent earthquakes, have brought financial risks to the fore 
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in compensating them. In this context, although establishing a Disaster Fund is a significant 
development, there is still time to evaluate the implementation process. On the other hand, 
disaster insurance has come a long way, but it needs to be expanded and developed. In this way, 
it will be possible to reduce budgetary risks and allocate resources to economic growth and 
development. 

Measures regarding disaster risk reduction are essential for the effective use of 
resources. Local governments have an important role in disaster risk reduction policies due to 
the nature of disasters. In terms of investing in disaster prevention in conjunction with green 
budgeting practices and spatial planning, the financial structures of local governments need to 
be strengthened by allocating appropriate resources to them from the central administration. 

Regional imbalances and the concentration in the Marmara region have created a 
suitable basis for disasters to turn into a national security threat. In this context, expanding 
regional incentive policies to strengthen local administrations can support disaster risk 
reduction. 

One of the most critical issues is the implementation of the regulations and plans made 
in a technical sense and following their spirit. Otherwise, it will be difficult to recover from an 
economic and social structure that is fragile against disasters. 
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Insurance as a Financing Tool in the Management of               
Natural Disasters 
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Abstract  

It is known that disasters have occurred in almost every period from past to present. Disasters 
can be of natural origin such as earthquakes, floods, landslides, or they arise from human-induced causes. 
Since the form, time and place of its occurrence cannot be determined, it causes economic, psychological, 
and social destruction, especially physical losses. Especially natural disasters cause economic damage in 
the country where they occur. The topic of this study is to analyze the development of Compulsory 
Earthquake Insurance, which is one of the measures taken against natural disasters in Turkey within the 
scope of disaster insurance. The aim of the study, in which Compulsory Earthquake Insurance (CEI) against 
natural disasters is evaluated in terms of the number of policies and premium amounts, is to investigate 
whether the willingness of the society to have insurance decreased in the earthquake and subsequent 
periods. According to the findings, it has been found that the number of policies is increasing day by day 
in Turkey and the insurance rate is high, especially in provinces that experienced earthquakes. In addition, 
it has been observed that the impact of natural disasters on the society in terms of having insurance is 
maximum for two years and there is a decrease in the rate of having insurance in the following years. 

 
Key Words: Disaster Insurance, Financial Instruments, Management of Natural Disasters  
JEL Codes:  G22, H44, Q54 

 

1. Introduction 

Insurance activity is one of the primary measures that can be taken before the 
occurrence of a natural disaster in order to protect against the economic loss that may arise as 
a result of natural disasters. If natural disasters cannot be prevented, utilising different types of 
insurance, especially in risky areas, will lead to sharing the economic damage that will arise in 
order to compensate for the economic loss. Even if the idea of utilising insurance is brought to 
the agenda after the occurrence of natural disasters, it is off the agenda again after a while. 
Since it cannot be determined where, when and how a natural disaster will occur, it is necessary 
to continue to increase insurance activities in order to minimise the damage that may occur. 

After the Marmara Earthquake in 1999, Compulsory Earthquake Insurance (CEI), one of 
the measures taken by the public authority to minimise the loss caused by the earthquake, was 
put into operation. TCIP (Turkish Catastrophe Insurance Pool) is a non-profit organisation 
established in cooperation with the public and private sectors, which has been offering CEI 
coverage for dwellings since 2000. It contributes to the prevention of possible additional taxes 
arising from the financial burden of the state that will be reflected on the citizens, to meet the 
needs in the most effective and fastest way, and to the development of insurance and social 
solidarity awareness in the society. In this study, the development of insurance against natural 
disasters in Turkey is analysed. The aim of the study is to investigate the insurance awareness 
of citizens against natural disasters and to reveal the change in insurance premium amounts 
after the earthquakes. In the study, tables and graphs obtained from TCIP are interpreted. 
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2. Natural Disasters  

Disaster; "A natural, technological or human-induced event that causes physical, 
economic and social losses for the whole or certain segments of the society, stops or interrupts 
normal life and human activities, and the coping capacity of the affected society is not sufficient. 
Disaster is not the event itself, but the result of it" (AFAD, 2018: 23). Disasters are not limited to 
the region where they occur in terms of impact, but they can also cause physical and economic 
problems in national terms (Cavallo ve Noy, 2010:22).  

Classification of a Disaster – If any of the following criteria are met after an event, it is 
classified as a disaster (Guha-Sapir et al., 2014: 7): 

 10 or more people reported killed; 

 100 or more people reported affected; 

 Declaration of state of emergency; 

 Call for international assistance. 

 

Table 1: Natural disaster subgroup classification 

Geophysical Hydrological Meteorological Climatological Biological 

Eartquke Flood Storm  Drought Animal 
Accident  

Mass Movement (dry) Landslide Extreme 
Temperature 

Glacial Lake 
Outburst 

Epidemic 

Volkanic Activity Wave Action Fog Wildfire  Insect 
Infestation 

  Source: EM-DAT, 2017  

 

Table 1 shows the classification of natural disaster subgroups and their main types. 
Geophysical, Hydrological, Meteorological, Climatological and Biological. Earthquake is a type of 
sudden natural disaster caused by nature. In this study, disaster risk management will be 
analysed with a special focus on earthquake. 

 

3. Financing Disaster Risk Management 

Disaster risk management strategies include risk reduction by increasing investment in 
mitigation and prevention. They also allow the use of a series of alternative instruments for loss 
financing (Miller and Keipi,2005:7). The financing of the damage caused by natural disasters can 
be classified in two ways as pre-disaster and post-disaster. Insurance, reserve funds, disaster 
bonds and extraordinary loans are used for pre-disaster financing, while post-disaster financing 
sources consist of taxes, borrowings and aids, transfers and budget (Miller and Keipi, 2005: 11-
12). 

The impact of insurance on financial and economic development in modern economies 
indispensable. Insurance covers unexpected losses arising from risks. Guarantees, offering 
people independence and confidence (Dalkılıç, 2014:118).  A significant portion of the economic 
losses caused by natural disasters is covered by insurance companies. Natural disasters are less 
likely to occur although the damages it may cause are serious (Çekici, 2011: 58). 

 



37th International Public Finance Conference / TR 130 

October 12 – 15, 2023, Antalya / Türkiye 

4. Natural Disasters and Insurance in Turkey 

In Turkey, the most common natural disaster is landslide with 45%. The type of disaster 
that causes the highest loss of life and property in Turkey is earthquakes. A significant 60 per 
cent of the loss of life due to disasters is caused by earthquakes. Due to its geographical location, 
Turkey is situated on the Mediterranean-Alpine-Himalayan belt, one of the most active 
earthquake belts. This belt is an active belt where approximately twenty per cent of the world's 
earthquakes occur and produces at least one earthquake in Turkey every year with a magnitude 
ranging from 5.0 to 6.0. The devastating earthquakes of February 2023 were among the 
deadliest in Turkey's history (AFAD,2018).  

The legal arrangements for disasters in Turkey have been realised with the laws enacted 
after the occurrence of the disaster. In this respect, the turning point is considered as the 1999 
Marmara earthquake (Budak,2022: 277). Compulsory Earthquake Insurance (CEI) System has 
been established in order to compensate the damages arising in the existing buildings after 
natural disasters independently from the budgetary means of the state. In 1999, after the 
Marmara Earthquake, an arrangement was made for Compulsory Earthquake Insurance in our 
country. Established by Decree Law No. 587 and offering Compulsory Earthquake Insurance 
coverage for dwellings since 27 September 2000, TCIP has gained a more robust legal framework 
with the Catastrophe Insurance Law No. 6305, which entered into force on 18 August 2012. 
Compulsory Earthquake Insurance is an insurance for dwellings. It is intended for all dwellings 
in the country, excluding village settlements, commercial buildings and public buildings. The 
duration of the compulsory earthquake insurance policy is one year, and when the policy 
expires, it is compulsory to have insurance for one year again. The insurance premium is 
differentiated to be higher in regions with high earthquake risk and lower in regions with low 
earthquake risk (DASK, 2022).  

 

Graph 1: Insurance Rates in Earthquake-Prone Provinces 

 

Source: DASK  

 

When we read the CEI participation rate by regions and the earthquake hazard map of 
Turkey together, where both natural and man-made disasters are experienced quite frequently, 
the fact that the compulsory earthquake insurance participation rate remains at a rate of 55 
percent indicates that there is not enough awareness about the risks and that people 
underestimate the reality and danger of earthquakes. Here, ensuring sufficient awareness 
among the public by AFAD and related public institutions, making new legal arrangements to 
increase the insurance rate, expanding the scope of the CES and following a disaster 
management policy in accordance with the earthquake reality can be listed as useful steps.  
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Graph 2: TCIP Policy Premium Number Change (%) 

 

Source: DASK,2022 

 

According to Graph 2, which shows the rate of change in TCIP premium amount, while 
the increase continued in 2001 and 2000, it peaked in 2003, the year of the earthquake, and 
while the increase continued in 2004 and 2005, the trend turned negative in the following years, 
that is, the rate of increase slowed down. Another earthquake year, 2011, was another year with 
a high rate of change in premiums, while this increase continued until 2012 and decreased in 
the following years. When these two periods are analysed, it is observed that the change was 
positive and rapid for the earthquake and the following 1-2 years, while it declined after the 
second year. Another striking situation is that there is a significant decrease in the rate of 
premium increase since 2020, when two earthquakes occurred, which is the opposite of the 
reactions to previous earthquakes. 

 

5. Conclusion 
In this study, disaster insurance, one of the pre-disaster financial instruments, is 

analysed in terms of Turkey. The concept of earthquake insurance in Turkey changed its shape 
with the Marmara Earthquake that occurred on 17 August 1999 and decisions were taken to 
adopt a compulsory application model in order to control the economic loss. As a result of these 
decisions, the Turkish Catastrophe Insurance Pool (TCIP) was established on 27 September 2000 
with the Decree Law No. 587 on Compulsory Earthquake Insurance. CEI, which was created 
under the supervision and pricing of this institution, was thus started to be implemented. TCIP 
is the earthquake insurance that has been compulsory since 2001. Before 2001, there was no 
compulsory insurance against earthquakes. In the pre-2001 period, insurances against natural 
disasters were completely voluntary insurance. 

When the CEI participation rate by region and the earthquake hazard map of Turkey are 
analysed together, it can be said that for a country like Turkey, where both natural and man-
made disasters are experienced quite frequently, the fact that the compulsory earthquake 
insurance participation rate remains at a rate of 55% -when it is considered that this rate has 
increased with the introduction of ACS control in electricity and water subscription transactions- 
indicates that there is not enough awareness about the risks and that people underestimate the 
reality and danger of earthquakes. According to the results of the study, while there were 
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significant increases in the number of insurance policies during the earthquakes and the 
following 1-2 years, significant decreases were observed in the following period. First of all, 
ensuring adequate awareness among the public by AFAD and related public institutions, making 
new legal arrangements to increase the insurance rate, expanding the scope of the CDS and 
following a disaster management policy in accordance with the earthquake reality can be listed 
as useful steps. 
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Geopolitical Risks and Fiscal Policy: An Analysis on                   
Turkish Economy 
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Abstract 

Geopolitical risk is understood as the threat, escalation or occurrence of undesirable 
events due to war, terrorism and tensions between states or political actors that affect the 
peaceful course of international relations. Caldara and Iacoviello (2022) developed a geopolitical 
risk index within this definition. The index covers not only terrorist attacks, but also other forms 
of geopolitical tensions such as military threats, war risks, Middle East tensions and global 
uncertainty. Examples of these events include the Gulf War, the September 11 attacks, the 
invasion of Iraq, the Paris attacks, the US-China trade war and the Russian invasion of Ukraine. 
These events have negative impacts such as migration, supply chain disruptions, rising inflation 
expectations, pressure on financial markets and slowing capital flows.  

Geopolitical risks can restrict or disrupt international trade and financial flows. This can 
affect a country's import and export activities and cause imbalances in that country's economy. 
Higher import costs can push up prices of goods and services, while lower export revenues can 
widen a country's current account deficit. Higher prices of goods and services can also lead to 
higher inflation and higher budget deficits. Rising budget deficits can make it difficult to finance 
government expenditures and threaten economic stability. On the other hand, deterioration in 
economic stability might adversely affect investment and consumption and reduce tax 
revenues. Moreover, an increase in geopolitical risks might also adversely affect capital flows 
and foreign direct investments. In fact, investors' risk appetite decreases during periods of 
heightened risks. A decline in investors' risk appetite might increase the demand for safe assets 
and have a negative impact on financial stability, especially in emerging economies. Therefore, 
it is crucial for policymakers to take into account how geopolitical risks affect economy. Based 
on this notion, this study seeks to ascertain the effect of geopolitical risks on inflation, household 
consumption, investments, budget deficit, government foreign debt, and trade openness in 
Türkiye during the period of time from 2006:I to 2022:IV. The relationships between the 
variables are analyzed with the vector autoregressive (VAR) method using the model in Caldara 
et al. (2023). There is no empirical study in the literature that analyzes the relationship between 
geopolitical risks and fiscal policy for Türkiye. Therefore, this study is expected to make a new 
contribution to the fiscal policy literature. 

Empirical evidence suggests that geopolitical risks increase inflation and budget deficits. 
Moreover, the findings from the model suggest that geopolitical risks have a negative impact on 
private consumption and investment in Türkiye. Findings from the VAR model suggest that an 
increase in geopolitical risks also decreases Türkiye's trade openness. These results prove that 
the Turkish economy is economically sensitive to global geopolitical risks. Therefore, in order to 
increase its resilience to international geopolitical shocks, the Turkish economy should first 
diversify its international trade structure and diversify its import-oriented production structure. 
In addition, it should take measures to stabilize budget revenues and develop fiscal policies to 
ensure fiscal sustainability. 

 

Keywords: Geopolitical risks, fiscal policy, business cycle 
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Fiscal Buffers Against Fiscal Liabilities Created by Natural 
Disaster:  A Proposal for Turkiye 

 

Şeref Can Serin1  Murat Demir2 

 

 

Abstract  

This study proposes building a fiscal buffer to manage the negative economic effects of natural disasters 
in Turkiye. In this context, it suggests creating a liquid natural disaster risk account, keeping the fiscal 
buffer in the budget, and offering catastrophe bills and bonds to financial markets. Additionally, the study 
suggests creating a compulsory natural disaster insurance profile and offering incentives and subsidies to 
increase penetration at the individual health insurance and comprehensive motor insurance levels. These 
steps can help absorb the primary economic shocks of natural disasters through fiscal buffers and, while 
doing so, protect budget rights, ensure transparency and accountability, and build fiscal resilience against 
natural disasters in Turkiye. Overall, this proposal aims to provide a comprehensive framework for 
managing fiscal risks associated with natural disasters in Turkiye and ensuring the safety of the lives and 
property of its citizens. 
 
Keywords: Fiscal Buffer, Natural Disaster, Fiscal Policy 
JEL Codes: E62, H61, Q54 

 

1. Introduction 

The study suggests that developing and underdeveloped states may sometimes be 
unable to respond effectively and quickly to natural disasters due to fiscal inadequacy. However, 
the states are primarily responsible for securing the lives and properties of their citizens under 
special conditions such as natural disasters. In this paper, we examine the term fiscal buffer to 
combat the devastation caused by natural disasters in Turkiye. The fiscal buffer could be built 
more resiliently by analyzing public expenditure-income-debt tools altogether. Fiscal buffer, as 
defined by the IMF (2016: 25), is the ready-to-use financial area consisting of savings made from 
budget resources to compensate for unforeseen increases in public expenditures and decreases 
in public revenues and steps that will reduce public debts in good periods of the economy. 
Empirical research shows that developing countries suffer more from the economic 
consequences of natural disasters (Panwar & Sen, 2020; Jerch et al., 2023). After natural 
disasters, there are significant increases in public expenditures (Nishizawa et al., 2019; Cabezon 
et al., 2019; Noy et al., 2022), public revenue decreases (Melecky & Raddatz, 2011), and budget 
deficits arise (Lis & Nickel, 2010). These conditions indicate that fiscal policy has become an 
undesirable "pro-cyclical" structure in the face of natural disasters, particularly in developing 
and underdeveloped countries (Noy & Nualsri, 2011). Fiscal buffers operate differently than a 
fund structure and can be separated into ex-ante and ex-post resources within budget lines to 
minimize alternative costs. Thus, the problem of keeping idle resources can be minimized. Based 
on the findings, it is advised that approximately 3% of the total public expenditures be kept as a 
fiscal buffer depending on the countries' disaster fragility degree (Cebotari et al., 2009; Çevik & 
Huang, 2018: 3). 
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2. Fiscal Liabilities Resulting from Natural Disasters 

According to Cavallo & Noy (2009: 10) and Noy & Nualsri (2011), natural disasters cause 
economic losses by damaging infrastructure and reducing human and physical capital 
accumulation. These losses tend to have a more devastating impact on developing and 
underdeveloped countries than on developed countries. The negative impacts of natural 
disasters on social welfare happen differently than economic crises, as they lead to the physical 
destruction of human and physical capital (Skoufias, 2003: 1088).  

The public sector incurs a part of the expenses of natural disasters due to social and 
state obligations. This is where the concept of fiscal liability comes into the picture. Public 
expenditures on goods and services can be directly defined as "explicit" fiscal liabilities based on 
a program with a legal basis. However, it is also possible to consider them as "implicit" liabilities 
since there is no legal basis to compensate for the economic effects of disasters and 
"conditional" liabilities since they are not included in a predetermined program (Çelen, 2010: 
64). Therefore, losses stemming from natural disasters fall under the umbrella of conditional 
implicit fiscal liabilities (Brixi, 2001; Brixi & Shick, 2002:3). Although state budgets account for 
conditional explicit liabilities, other risks under conditional implicit liabilities are not directly 
considered in traditional budgeting process. However, if the state does not intervene in 
macroeconomic disruptions caused by uncertainty, risk, or unforeseen factors, the alternative 
costs may exceed the expenses incurred through conditional implicit fiscal obligations. Hence, 
since the exact dates of natural disasters, their impact, and the social and economic losses they 
cause cannot be fully predicted, fiscal buffers are the primary fiscal tool ready for use. 

 

3. Fiscal Buffer: Usage and Size 

Fiscal buffers are assets that are available for financial needs during search-rescue, 
recovery, and reconstruction phases in the aftermath of natural disasters (Nishizawa et al. 
2019:6). However, it is important to note that the effectiveness of these buffers depends on the 
country's economic development level. Developing and underdeveloped countries already have 
a narrow fiscal space, as found in a study conducted by Noy Nualsri (2011) for 42 countries. As 
a result, they tend to adopt pro-cyclical fiscal policies when disasters strike. Therefore, it is 
crucial to allocate resources efficiently by considering the three stages of scarce resources 
allocation during disasters: rescue, recovery, and reconstruction. To this end, it would be wise to 
prioritize the recovery phase when building the fiscal buffer. In high-risk disaster regions, pre-
disaster (Ex-Ante) planning, incentives, and subsidies on insurance and motor insurance within 
the framework of conditional explicit fiscal obligations, along with resource transfers from the 
central budget, can ensure that a larger share is allocated to the conditional implicit fiscal 
liabilities covered by the fiscal buffer after the disaster. Moreover, transforming Indemnity-
based insurance markets into parametric insurance through regulations and combating market 
failures (such as, asymmetric information and moral hazard) can reinforce the fiscal buffer. 
Although ex-post central budget transfers, aid, and donations are the most liquid instruments, 
the yields of debt, additional budget, and disaster bonds have temporal limitations in terms of 
liquidity. Indemnity-based insurance is also prone to temporal delays as it requires damage 
assessment before making payments. 

 

𝑭𝒊𝒔𝒄𝒂𝒍 𝑩𝒖𝒇𝒇𝒆𝒓𝒔𝒕 = 
𝑵𝑫𝑪𝒕  − (𝑫𝒐𝒏𝒂𝒕𝒊𝒐𝒏𝒔 𝒂𝒏𝒅 𝑨𝒊𝒅𝒔 𝒇𝒐𝒓 𝑫𝒊𝒔𝒂𝒔𝒕𝒆𝒓𝒔 𝒇𝒓𝒐𝒎 𝑫𝒐𝒎𝒆𝒔𝒕𝒊𝒄 𝒂𝒏𝒅 𝑭𝒐𝒓𝒆𝒊𝒈𝒏 𝑴𝒂𝒓𝒌𝒆𝒕𝒔

+ 𝑪𝒐𝒏𝒅𝒊𝒕𝒊𝒐𝒏𝒂𝒍 𝑳𝒊𝒂𝒃𝒊𝒍𝒊𝒕𝒚 𝑹𝒆𝒔𝒐𝒖𝒓𝒄𝒆𝒔 + 𝑰𝒏𝒔𝒖𝒓𝒂𝒏𝒄𝒆 𝑪𝒐𝒎𝒑𝒆𝒏𝒔𝒂𝒕𝒊𝒐𝒏 𝑷𝒂𝒚𝒎𝒆𝒏𝒕𝒔) 
 *𝑁𝑎𝑡𝑢𝑟𝑎𝑙 𝐷𝑖𝑠𝑎𝑠𝑡𝑒𝑟𝑠 𝐶𝑜𝑠𝑡𝑠𝑡(𝑑𝑖𝑠𝑎𝑠𝑡𝑒𝑟) = ∆𝑃𝑢𝑏𝑙𝑖𝑐 𝐸𝑥𝑡(𝑑𝑖𝑠𝑎𝑠𝑡𝑒𝑟) + ∆𝑃𝑢𝑏𝑙𝑖𝑐 𝑅𝑒𝑣𝑡(𝑑𝑖𝑠𝑎𝑠𝑡𝑒𝑟) 

(1) 
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According to Nishizawa et al. (2018), Equation 1 can be used to determine the size of 
the fiscal buffer against a possible disaster. Basic observations can determine the stock costs of 
disasters, but forecasting methods and projections are required to determine flow costs. 
Domestic and foreign aid and donations should be deducted from the size of the fiscal buffer, 
but this is an ex-post process since the level of donations and aid cannot be known in advance. 
Insurances (as DASK) provide an advantage in risk layering, which reduces the size of the fiscal 
buffer and increases its durability. However, using parametric-based insurance in Turkiye 
instead of indemnity-based insurance is an important step towards reducing disaster 
vulnerability. Çevik and Huang (2018) suggest that around 3% of the annual public expenditures 
be allocated to the fiscal buffer. Therefore, building a fiscal buffer for the approximately 90-day 
search-rescue and Emergency Aid phase is essential. After that, resources can be accumulated 
to fulfill the basic missions in the recovery and reconstruction phases during good periods of the 
economy. 

 

4. Conclusion 

The study proposes a "fiscal buffer" for Turkiye to deal with natural disasters. It also 
suggests that Turkiye should create a liquid natural disaster risk account that accrues under 
optimal risk-return conditions. This account should be kept within the budget to ensure 
transparency and accountability and protect the budget right. The study recommends creating 
a compulsory all-natural disaster insurance profile instead of compulsory earthquake insurance 
to increase the DASK penetration level. Additionally, catastrophe bonds and bills should be 
introduced at local administrations and central government levels to layer disaster risk in the 
financial markets. Finally, incentives and subsidies are necessary to increase penetration at 
individual and motor insurance levels. 
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on Fiscal Legislation in terms of Poverty Relief 
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Abstract 

Interest groups are groups that come together to achieve a common benefit. An interest group; 
If it tries to achieve the benefit it wants to achieve by influencing the political authority, it is called a 
pressure group. The most important method of influence of pressure groups is lobbying. Lobbying 
pressure groups; In order to change the laws in a way that can achieve their own gains, they either prepare 
new bills or draft alternative laws to the existing law. 

In our study, it is stated with examples from around the world how pressure groups influence 
financial legislation in order to eliminate poverty through lobbying activities. Our first example is about 
the lobbying activities of the pressure group called American Association of Retired Persons (AARP), which 
defends the rights of the elderly poor, and the legalization of social health insurance called Medicare. 
Medicare; It is a federal health insurance used for people aged 65 and over and for some people under 
the age of 65 with certain disabilities or illnesses, obtained from two funds whose costs are covered by 
the US treasury. Our other example is the contribution of the interest group called Children Defense Fund, 
which has focused on efforts to eliminate child and youth poverty, to the enactment of the Child Tax 
Credit program. In both examples given, both pressure groups influence financial legislation to alleviate 
poverty; It can be said that the first example was more successful in eliminating poverty, while the second 
example group achieved some success. 

 

Keywords: Pressure Groups, Interest Groups, Lobbying, Poverty, Fiscal Legislation. 
JEL Codes: D7, I3, K34 

 

1. Introduction 

Groups that come together to gain any material or moral interest or to defend any idea 
are interest groups. If interest groups try to influence political decision-making mechanisms in 
order to achieve their own gains, they are called pressure groups. In England, these groups that 
work to achieve their own interests by involving the political authority are called pressure 
groups, while in America they are called interest groups. Although their names are mentioned 
differently around the world, our study describes groups that put pressure on political authority 
in order to achieve their own interests. These groups have methods of influencing the political 
process in order to get what they want. In our study, lobbying will be explained as one of the 
methods of influence. Lobbying; It is a form of defending an idea, focusing on the laws. Pressure 
and interest groups prepare draft laws to organize the legislation in the way they want or 
prepare alternative draft laws to change the legislation. In our study, we examine how and to 
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what extent pressure and interest groups influence financial legislation in order to eliminate 
poverty, by giving examples. 

 

2. Poverty 

Poverty is generally felt by people; failure to meet economic, social and other welfare 
standards. However, the concept of poverty includes different dimensions of deprivation, and 
the dimesions of poverty are widely accepted. Poverty includes all significant areas in all 
societies where people of both sexes are perceived as deprived and inadequate. These areas; 
economic capabilities, human capabilities, political capabilities, socio-cultural capabilities and 
resilience to vulnerability (OECD, 2001: 37). 

 

3. Concepts of Pressure Group, Interest Group and Lobbying 

In literature, an interest group is a group of people who come together for any material 
or moral interest. Interest does not only Express an economic interest, it also refers to the 
defense of an ideal or an idea. The distinction between interest groups and pressure groups 
begins exactly after this point. Some of the interest groups mentioned try to influence political 
decision-making mechanisms in order to achieve their own goals and try to direct them by 
putting pressure on the government, parliament or bureaucracy. This is how pressure groups 
arise (Şener, 2013: 254). 

Lobbying; ıt is a way of expressing an idea that focuses on influencing the law (Akatay & 
Harman, 2017: 16). When groups conduct lobbying activities, they aim to support the legislation 
in their own way or to change it to suit their own wishes: They prepare draft laws to regulate 
the legislation in their own way, or they prepare alternative draft laws to change the legislation. 
They submit the draft laws thay have prepared to politicians and sometimes to the society in 
order to find support (Watts, 2007: 2). 

 

4. The Assessment of The Effect of Pressure and Interest Groups on Fiscal 

Legislation in terms of Poverty Relief 
4.1 American Association of Retired Person (AARP), Grey Loby  

AARP is an interest group that often draws attention to the poverty and losses that 
accompany retirement and advancing age. Policymakers have made policies that will reduce the 
losses and elderly poverty that come with old age (Day, 2017: 13). The members of the group, 
who are trying to make their elderly members live better, drew attention to the poverty and 
losses that accompany retirement and advancing age more often while doing lobbying activities 
(Day, 2017: 13). 

AARP has two main achievements that she has made towards alleviating elderly poverty. 
The first is to endure the improvement of pensions, and the other is to become the founder of 
the Medicare health insurance for citizens over the age of 65, where expenses are covered from 
treasury funds (Ainsworth, 2019: 1).  

Medicare came with the Social Security Act of 1965. With the 1965 Social Security Law 
Amendments; basic hospital care for the elderly, skilled nursing home care and home health 
services, and supplemental health insurance that covers doctor services and some other 
expenses for a small amount are available (Winston, 1965: 10).  
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Improved pensions and Medicare health insurance; ıt has reduces elderly poverty. When 
AARP was first founded in 1958, the poverty rate for Americans aged 65 and over was %35, but 
by the 1970s it had falled to %15 (Day, 2017: 14). 

 

4.2. Children Defense Fund  

Children Defense Fund; Founded by Edelman in 1973, it is an interest group that works 
to eliminate child poverty in order to be a strong and effective voice for America's children who 
cannot vote, lobby or speak on their own behalf (Babson, 1991).  

Since its establishment, Children Defense Fund; She has worked with federal, state, and 
local lawmakers to pass landmark legislation for children and families, including authorization 
and expansion of the Children's Health Insurance Program, Head Start and Early Start, 
Supplemental Nutrition Assistance Program, and Child Tax Credit. Child Tax Credit; It came as 
part of the Taxpayer Relief Act of 1997 (McCabe, 2018: 147). According to paragraph (a) of 
Article 101 of Title I of the Taxpayer Relief Act, Child Tax Credit; 

“There shall be allowed as a credit aganist the tax imposed by this chapter for the taxable 
year with respect to each qualifying child of the taxpayer an amount equal to $500 ($400 in the 
case of taxeble years beginning in 1998).”  

This loan is intended to help parents cover the increasing day-to-day costs of raising 
children, but will only provide limited relief. (Buehler, 1998: 209). As a result, we can say that 
the Children Defense Fund aims to eliminate poverty and influences financial legislation with 
successful lobbying activities, but it is only somewhat successful in eliminating poverty. 

 

5. Conclusion 

As a result of our research, we encountered the activities of unions trying to influence 
financial legislation in order to eliminate poverty in Turkey. They worked on the abolition of 
taxation on the minimum wage. When we look at the world; of all the pressure groups that have 
ever existed in America, we have seen two pressure groups strive to achieve this goal. Our work; 
although it was limited to Turkey and the USA, we encountered the effectiveness of very few 
groups influencing financial legislation to eliminate poverty. 

In our study, we focused on social aid, which is a direct way to eliminate poverty. It was 
evaluated whether pressure groups were successful in lobbying on the social aid provided by 
the state in order to eliminate poverty. It was evaluated how they influenced the financial 
legislation in their countries as a result of their lobbying activities. AARP, a powerful pressure 
group, has led to the enactment of the health insurance called Medicare in order to minimize 
the losses of old age in people's later ages. Another pressure group, the Children Defense Fund, 
had activities aimed at eliminating family poverty by enacting the child tax credit. 

As seen in the two examples given; If pressure groups aim to eliminate poverty, they can 
influence financial legislation in their own ways. However, how successful their efforts are in 
eliminating poverty is a separate question. Our first example reveals that AARP's successful 
lobbying activities since its founding have reduced elderly poverty compared to previous years. 
However, the work carried out by our other example, the Children Defense Fund, although not 
fully effective in eliminating child poverty, has provided some relief to families. 
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The Link Between Fiscal Transparency and Macroeconomic 
Dynamics  

 

Burak Pirdal1  Haldun Çolak2 

 

 

Abstract 

Fiscal transparency helps to analyze more accurately the general fiscal position of the public sector, 
including the costs and benefits of policies adopted in economic and financial decision-making processes 
and their possible risks to public financial management. In general, since the fiscal transparency plays a 
supporting role in the reliability of a country’s fiscal plans and the establishment of general market 
confidence in the economy, it is expected to interact to a certain extent with macro-economic dynamics. 
Based on this insight, the aim of this study is to examine the potential relationships between fiscal 
transparency and basic macro-economic dynamics. For this purpose, the possible relationships between 
fiscal transparency and foreign direct investments, exports, growth and development in Turkey are 
analyzed. In this direction, the partial least squares structural equation modeling (PLS-SEM) is conducted 
as a distinctive technique particularly in the public finance literature. The results indicate that there is a 
statistically significant and positive relationship between the enhancement of fiscal transparency and 
both foreign direct investments and development. Additionally, foreign direct investments have a 
significant impact on exports, and exports in turn contribute to economic development. Furthermore, 
development is found to have a beneficial impact on economic growth. The overall results suggest that 
the implementation and enhancement of policies and practices aimed at promoting fiscal transparency in 
Turkey have a positive impact on macroeconomic performance. Moreover, it is evident that the presence 
of a robust macroeconomic framework is contingent upon the establishment of a solid foundation of fiscal 
transparency. This study not only contributes to the existing literature but also provides novel insights for 
future research and policy makers. 

Keywords: Fiscal Transparency, Development, PLS-SEM 
JEL Codes: E60, E62, O11 

 

1. Introduction 

Fiscal transparency helps analyze the evaluation of the general fiscal situation of the 
public sector by stakeholders including the costs and benefits of the policies adopted in the 
processes of economic and financial decision-making and their possible risks to public financial 
management more accurately. Moreover; it provides the information to legislatures, markets 
and citizens that they need in order to ensure the governments face the consequences of the 
fiscal policies they implement and are held accountable for them. Fiscal transparency also plays 
a supporting role in establishing the credibility of a country’s fiscal plans and general market 
confidence in the economy. When all these mentioned functions are taken into account, fiscal 
transparency is expected to interact with macro-economic dynamics to a certain extent. The aim 
of this study is to examine the potential relationships between fiscal transparency and basic 
macro-economic indicators. Within the framework of the theoretical model, the possible 
relationship between fiscal transparency and foreign direct investments, exports, growth and 
development in Turkey is analyzed. Partial Least Squares Structural Equation Modeling (PLS-
SEM) is applied for data analysis, as a unique method in the public finance literature. As a matter 
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of fact, academic studies on similar subjects in the literature - both in Turkish and English 
literature - have been examined, and as a result, no study using Partial Least Squares Structural 
Equation Modeling has been found. Within the scope of the study, Turkey was chosen as the 
sample country and the period examined covers the years 1995-2022 within the availability of 
data. 

 

2. Theoretical Foundations 

Fiscal transparency requires that information on public financial management processes 
be made available to the public. As a matter of fact, financial transparency refers to the 
implementation of financial decisions regarding public financial management, the auditing and 
reporting of financial results, and the fact that all these processes are accessible to stakeholders 
(households, firms, markets and even the public sector itself) and the public. Establishing and/or 
increasing transparency in public financial management also increases/establishes trust in state 
administrators (Sevinç & Demirel, 2019: 671). 

Establishing fiscal transparency makes it possible to provide a clear view of 
governments’ historical fiscal performance, current fiscal position and future fiscal policies. As a 
matter of fact, fiscal transparency refers to the mechanisms and practices that can make this 
desired situation possible. 

Increasing fiscal transparency is seen as a means of encouraging regulations in the 
economic field that will improve the functioning of the public sector in terms of supporting 
financial stability and the general economic environment for the private sector (Heald, 2003: 
723). As a matter of fact, fiscal transparency enables market actors to better evaluate the policy 
intentions regarding public financial management. This can also enable market actors to bring 
positive discipline to government policies. However, the lack of fiscal transparency may also 
pave the way for possible fiscally wasteful behavior of public administrators and politicians to 
remain unnoticed for relatively longer than usual. Likewise, a transparent public financial 
management allows the markets and the stakeholders to understand what actions are taken by 
bureaucrats and politicians and to make comparisons between predicted and real financial 
transactions and pre-set targets. In summary, fiscal transparency has a positive impact on the 
macro-economic position of the country by establishing the trust of stakeholders (markets, 
public, firms, public sector and international investors) in policy makers. In this context, there 
are strong justifications for claiming that fiscal transparency supports the macro-economic 
performance of country economies (Kopits & Craig, 1998: 2). 

 

3. Methodology 

The study employed Partial Least Squares Structural Equation Modeling (PLS-SEM) as 
the chosen methodology. A model was constructed utilizing secondary data in this particular 
situation, with the model comprising of single-item variables. PLS-SEM is capable of operating 
well with limited sample sizes (Chin et al., 2020). It enables the examination of complex models 
(Hair et al., 2020) and may be employed in conjunction with various supplementary analyses, 
such as artificial neural networks and IPMA (Guenther et al., 2023). Covariance-based SEM is 
surpassed by it in terms of measuring the variables that occur, offering several advantages. For 
instance, Cheah et al. (2018) found in their comparison research that single-item variables using 
PLS-SEM had more effectiveness in evaluating the structure, despite their relatively poor 
predictive power, compared to multi-item variables.  Furthermore, in the field of social sciences, 
a complex model that examines regression connections may involve dependent and 
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independent variables expressed as single variables and PLS-SEM is widely recognized as the 
leading approach for estimating the independent variable (Venturini & Mehmetoglu, 2019). In 
contrast, PLS-SEM does not necessitate the use of traditional reliability tests for variables that 
are composed of secondary data. However, the assessment considers the dependability of the 
source from which the secondary data is obtained (Adam, 2020).   Based on the nature of the 
theoretical model and the aforementioned benefits, it has been concluded that PLS-SEM is the 
suitable approach for this investigation. 

 

3.1. Theoretical Model and Data 

Variables used in the theoretical model created; fiscal transparency (FT), foreign direct 
investments (FDI), exports (EXP), development (HDI) and growth (GDP). Corruption Perceptions 
Index (CPI), which is published annually by Transparency International, is used as the fiscal 
transparency variable. “The perception of corruption is not the level of corruption; it shows the 
level of fiscal transparency” (Bilginoğlu & Maraş, 2011: 66). “Therefore, since corruption and 
practices that foster corruption are opaque practices, a high level of corruption perception means 
a high level of fiscal transparency. For this reason, the corruption perception index (CPI) 
represents the degree of fiscal transparency of countries” (Şalçı, 2007: 87; cited in: Bilginoğlu & 
Maraş, 2011: 66). “Fiscal transparency and perception of corruption can be used 
interchangeably, and the countries with high fiscal transparency are also the countries with high 
perception of corruption” (Halkos & Tzeremes 2007:4; cited in: Bilginoğlu & Maraş, 2011: 66). 
FDI, EXP and GDP data were obtained from the World Bank database and the Human 
Development Index (HDI) data were obtained from the United Nations Development 
Programme. Data regarding the variables used in the model belong to the period 1995-2022. 

In this context, the hypotheses of the study are as follows: 

H1: FT has a statistically significant and positive impact on FDI and HDI. 

H2: FDI has a statistically significant and positive impact on EXP. 

H3: EXP has a statistically significant and positive impact on HDI. 

H4: HDI has a statistically significant and positive impact on GDP. 

In the light of all this, the financial transparency model under review was created as 
shown in Figure 1. 

 

Figure 1. Fiscal Transparency and Macro-economic Dynamics Model 
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4. Findings 

While the PLS-SEM approach does not necessitate total independence among model variables 
(Adam, 2020), the correlation links between model variables, as per the traditional method 
phases, are presented in Table 1. Upon examining the correlation linkages between the 
variables, it is evident that there are no issues that would hinder the use of the variables in the 
model. 

Table 1. Pearson Correlation Coefficients Between Constructs 

 FT FDI EXP HDI GDP 

FT 1 .617** .470* .523** .417* 
FDI .617** 1 .610** .611** .584** 
EXP .470* .610** 1 .983** .989** 
HDI .523** .611** .983** 1 .977** 
GDP .417* .584** .989** .977** 1 

N 28 28 28 28 28 
Sd 5.05 691 6.87 .073 2.42 

Note: Correlation significance levels: p<0.01**; p<0.05*. 
 

Upon analyzing Table 2 in the context of hypothesis testing, it becomes evident that the 
FDI->HDI path lacks statistical evidence (β=-0.027, p=0.563). Nevertheless, as this path falls 
within the mediation hypothesis in the theoretical model, it will be reevaluated to identify its 
specific indirect effects, which will be analyzed in the subsequent phase. When examining the 
other path coefficients, it is found that all established relationships are positive and statistically 
significant. 

Table 2. Path Coefficients of Relationships Between Variables 

Paths Coefficient Standard D. p Statistics 

FT->FDI 0.617 0.093** 0.000*** 
FT-> HDI 0.089 0.043 0.037* 
FDI-> EXP 0.606 0.113 0.000*** 
FDI-> HDI -0.027 0.048 0.563 
EXP -> HDI 0.958 0.037 0.000*** 
HDI -> GDP 0.956 0.023 0.000*** 

Note: Significance levels: * p < .05, ** p < .01, *** p < .001. 

On the other hand, specific indirect effects are employed to examine mediation 
relationships. The method proposed by Zhao et al. (2010) was utilized for mediation 
interpretation in this study. When variable c is added to mediate the direct relationship between 
a and b, it is expected that the direct effect of a on b would lose its significance. However, this 
effect will regain its significance only when c gets involved in the aforementioned relationship. 
This phenomenon is referred to as the full mediation effect. The path coefficient for the FDI-> 
EXP-> HDI was calculated as (β=0.581, p= 0.000). Thus, EXP serves as a complete mediator in the 
link between FDI and HDI. Simply said, FDI can have a positive effect on the HDI by means of EXP. 

 

4. Conclusion  

Establishing/increasing fiscal transparency is expected to have a positive impact on 
macro-economic dynamics and thus support the economic performance of country economies. 
In this study, the potential relationships between fiscal transparency and main macro-economic 
indicators in Turkey are examined. As a result of the study; it has been determined that the 



37th International Public Finance Conference / TR 146 

October 12 – 15, 2023, Antalya / Türkiye 

increase in fiscal transparency has a statistically significant and positive effect on foreign direct 
investments and development. On the other hand, the same impact is valid for the foreign direct 
investments on exports, exports on development and development on growth. The most striking 
finding of the research is that the impact of foreign direct investments on development depends 
on the increase in exports. This explains that foreign direct investments support the 
development of the country via the increasing impact on exports. The findings indicate that, in 
general terms, policies and practices that establish and increase fiscal transparency in Turkey 
are supportive of macroeconomic performance. In this context, it can be said that the existence 
of a strong macro-economic structure depends on strong fiscal transparency. In addition to 
contributing to the literature as a result of the original theoretical and methodological approach 
it adopts, it is expected that this study will provide added value and have a widespread impact 
in terms of providing researchers with insights for future studies. 
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Electoral Economy in Türkiye Examining the in the Framework 
of the Post-2000 Elections 
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Abstract 

This study aims to examine the political economy implemented by the current government, which has 
won all the elections held in the 2000s and maintained the single-party government regime, before and 
after the elections. Inflation, growth, unemployment, money supply, public debt stock, budget revenues 
and budget expenditures data and political conjuncture fluctuations were examined. Depending on the 
conditions in the economy, it has been observed that the government is effective in some elections and 
some variables to result in the elections in its favor. During the election periods, positive effects were 
achieved in the form of an increase in the growth rate and a decrease in the public debt stock. In some 
election periods, the inflation rate also decreased due to improvements in the economy. There was no 
political impact on the unemployment rate due to election periods. The money supply generally tends to 
increase before the election year, and this increase continues during the election year, showing that the 
election economy is effective. Depending on the election periods, there has been an increase in budget 
expenses and a decreasing trend in budget revenues. 

 
Keywords: Election, Voter Behavior, Electoral Economics. 
JEL Codes: E32, G18. 

 

1. Introduction 

In societies governed by democracy, voter preferences have a significant impact on the 
process of determining power. Voters, who play a key role in determining the government, are 
affected by many factors in the decision-making phase. These factors that have an impact on 
voter behavior are sociocultural and psychological attitudes and economic approaches. İ 
Economic approaches are measured by the economic policy implemented. The economic 
performance implemented by the government is generally considered a priority factor for voters 
during the election process. For this reason, governments in power can use monetary and fiscal 
policies to provide a more favorable economic environment by taking into account voter 
preferences, and thus manipulate the economy with the policies implemented. 

The attitude of the ruling political party during the election period, also referred to as 
election economy, can be seen more on the economy with populist policies. In order to be re-
elected, the government in power can implement expenditures and taxes in the state budget 
components in its favor, especially shortly before the elections. There are efforts to influence 
voter preferences, especially with civil servant salary increases, pension increases, supports in 
the field of agriculture and more acceptable tax policies. 

In this study, the activities of the state budget managed by the government to influence 
voter preferences during election periods and the existence of decisions that ensure that the 
elections are in favor of the government will be examined. With this review, the election policy 
implemented by the government and the money supply, budget revenues, budget expenditures, 
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borrowing and tax policies will be evaluated in the light of available data. In addition, the 
expansionary fiscal policies that governments generally implement during election periods and 
the contractionary fiscal policies they implement after the elections may also cause fluctuations 
in some macroeconomic indicators such as inflation, unemployment and growth. In this regard, 
taking into account the post-2000 data of the macroeconomic variables mentioned, the 
positive/negative effects of the election process on these variables will be interpreted. 

 

2. Examination of Political Cyclical Fluctuations After 2000 

There were serious economic crises in the early 2000s. Especially the negative 
developments in the economy, which continued from previous years, led to the economic crises 
of November 2000 and February 2001. In order to reduce the impact of these economic crises, 
the "Transition to a Strong Economy Program", which includes various structural reforms, 
especially the agreements made with the IMF, was implemented. 7 general elections were held 
after 2000. The impact of these elections and the election policies of political parties regarding 
the economy are examined below. 

 

2.1. Literature Review 

There are many domestic and foreign studies in the literature dealing with the 
economics of elections. In this study, which focuses on Turkey's election economy, only 
domestic literature is examined. Özatay (1999) conducted research covering the period 1985-
1995 and as a result of the study, it was concluded that the Nordhausian model is not valid for 
M0 and non-interest public transfer expenditures, but is valid for the CBRT's net domestic assets 
and other public transfer expenditures (Özatay, 1999: 25). Telatar (2000) examined the period 
between 1986 and 1997 in her study and concluded that there is no direct relationship between 
the inflation rate and election periods (Telatar, 2000: 150-151). In addition, in another study by 
Telatar in 2001, it was seen that governments in Turkey manipulated the economy by increasing 
public expenditures and money supply in order to be re-elected (Telatar, 2001: 57-66). Bakırtaş 
and Koyuncu (2005) discussed the validity of electoral political fluctuations in Turkey. As a result 
of the study, it was obtained that it is not valid for inflation, M1 and interbank interest rate 
variables, but it is valid for GDP and public sector final consumption expenditure variables 
(Bakırtaş & Koyuncu, 2005: 58-61). Özkan and Tarı (2010) tested the impact of the general 
elections held in Turkey after 1985 on GDP, money supply and public expenditures. Considering 
the results obtained, it was seen that the election artificial variable regarding GDP, public 
expenditures and money supply variables was in line with the theory, positive and statistically 
significant (Özkan & Tarı, 2010: 231-236). In their study, Eryılmaz and Murat (2016) examined 
the political conjuncture theory for Turkey with GDP, inflation, money in circulation and money 
supply variables for the period 1987-2012 and concluded that no political conjuncture 
fluctuations were observed in any series in the relevant (Eryılmaz & Murat, 2016: 248). 

 

2.2. Review of General Elections 

It is possible to examine the impact of general elections after 2000 on inflation with 
Table 1. The fact that the inflation rate tended to decrease in the 2002 general election year 
compared to the previous year was a positive reflection of the implemented economic policy 
rather than the effect of the elections. In the 2007, 2011 and 2015 general elections, there was 
a decrease in the inflation rate with the effect of both the improvements in the economy and 
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the stability in politics. The ruling party has an influence on the inflation rate in these three 
election periods. 

Many studies have stated that the political conjuncture is effective on the growth rate. 
When the growth rate in Table 1 is examined, a conclusion confirming this statement can be 
reached. Depending on the influence of the current government on the economy, the growth 
rate has always been high in the election year and tended to decline in the following year. 

It is not possible to state that the political conjuncture has a direct impact on the 
unemployment rate. When Table 1 is examined, it is seen that the current government, which 
came to power with the 2002 general elections and continues to do so including the 2023 
elections, cannot carry out policies that could have an impact on the unemployment rate during 
election periods. 

 
Table 1. Economic Indicators (2000-2023) (%) 

Years Inflation Growth Unemployment M2/GDP 
Public Debt 
Stock/GDP 

Budget 
Expenses 

/GDP 

Budget 
Revenues 

/GDP 

2000 54,9 6,8 7,0 15,0 59,6 26,9 19,8 

2001 54,4 -5,7 8,9 16,4 108,6 28,0 21,2 

2002* 45,0 6,2 10,8 15,2 71,0 33,5 21,3 

2003 25,3 5,3 11,0 15,3 63,0 33,0 21,7 

2004 8,6 9,4 10,8 17,5 57,1 24,4 23,9 

2005 8,2 8,4 10,6 19,7 51,5 21,7 24,3 

2006 9,6 6,9 10,2 39,2 45,8 22,6 21,4 

2007* 8,8 4,7 10,3 40,7 39,9 23,2 21,0 

2008 10,4 0,7 11,0 46,0 40,5 22,8 20,4 

2009 6,3 -4,8 14,0 51,9 46,1 26,8 20,9 

2010 8,6 9,2 11,9 53,5 42,4 25,4 21,2 

2011* 6,5 8,8 9,8 50,5 38,8 22,6 20,5 

2012 8,9 2,1 9,2 52,3 35,5 23,0 20,4 

2013 7,5 4,2 9,7 58,1 34,1 22,6 20,8 

2014 8,9 2,9 9,9 57,8 31,5 21,9 20,0 

2015* 7,7 6,1 10,3 51,2 30,5 21,6 19,8 

2016 7,8 2,9 10,9 54,3 31,0 22,4 20,4 

2017 11,1 7,4 10,9 52,3 30,2 21,8 19,5 

2018* 16,3 2,6 13,5 52,1 31,1 22,1 19,4 

2019 15,2 0,9 13,7 57,4 33,6 23,1 19,7 

2020 14,7 1,8 13,2 65,9 35,9 23,8 20,4 

2021 36,1 11,4 11,3 70,2 38,1 22,1 19,3 

2022 64,2 5,6 10,4 54,7 28,0 19,6 18,7 

2023* 61,51 3,82 9,73 106,84 55,35 22,56 17,27 

Source: Kalkınma Bakanlığı, 2015. TÜİK. T.C. Cumhurbaşkanlığı Strateji ve Bütçe Başkanlığı. TCMB. 
* General Election years are indicated. 
1 As of September 
2 2. Quarter 
3 As of July 
4 Rate including June 
5 Rate including June 
6 Rate including March 
7 Rate including March 
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Due to the planned progress that dominated the general elections, it was observed that 
the money supply had an increasing trend in the 2007 and 2015 elections, starting from the year 
before the elections. According to the six-month data obtained in the 2023 elections, the money 
supply-GDP ratio doubled the previous year and reached the highest rate of the 2000s. 
Therefore, it is possible to state that the electoral economy is applied in terms of money supply. 

In Table 1, where the ratio of public debt stock to GDP is examined, a downward trend 
is seen due to improvements in the economy, and this situation continued until the 2018 
elections. However, in the following years, including 2018, an upward trend began in the public 
debt stock. According to second quarter data in 2023, the public debt stock/GDP ratio increased 
to 55.3%. It is possible to state that the increase in the public debt stock is due to economic 
conditions and the Kahramanmaraş-centered earthquake that occurred in February 2023, rather 
than the elections. 

It can be seen in Table 1 that budget expenses tend to increase and budget revenues 
tend to decrease depending on the election economy. This effect was not intense in the 2011 
and 2015 election years. In the 2023 election year, first quarter data was examined. In this 
period, when the ratio of budget expenditures to GDP increased to 22.5% and the ratio of budget 
revenues to GDP was limited to 17.2%, there were developments arising from the internal 
dynamics of the country. Especially with the impact of the major natural disaster, expenditures 
increased, but revenues decreased. 

After 2000, ten laws were enacted regarding the regulation of tax receivables in 2001, 
2002, 2003, 2008, 2011, 2013, 2016, 2018, 2021 and 2023 (Özgüven, 2018: 38; Resmî Gazete). 
As stated above, governments' introduction of new taxes or amnesty and restructuring of tax 
debts is generally left to the election period rather than to the election period. While tax 
amnesty can be promised and implemented as an election campaign, it is also possible to apply 
for tax amnesties to eliminate the problems experienced in financing increasing public 
expenditures before and during the election period. 

 

3. Conclusion 

In the study, selected inflation, growth, unemployment, money supply, public debt 
stock, budget expenditures and budget revenues and the political impact of the general 
elections in Turkey after 2000 were examined. As stated in the studies in the literature, it has 
been observed that the political conjuncture is effective on some variables. The current 
government carried out policies that could have an impact especially on growth, money supply 
and budget during election periods. While it was seen that the government had an effect on the 
inflation rate in some election years, no election-related effect was observed on unemployment 
rates. Therefore, the possible effects of a developing country like Turkey during election periods 
are on public expenditures, the amount of money in circulation and the level of growth. The 
impact of elections held in periods when economic problems are at a high level on the budget 
has increased more. Thus, the ruling party, which has the authority to use public resources and 
budget, affects the election results depending on the political conjuncture. As a result of the 
development of budget right awareness and a transparent, accountable and effective budget 
system, governments' implementation of election economy will be more limited. 
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The Analysis of Public Debt Stock by Using System Dynamics 
 

Hatice Altınok1 

 

 

Abstract 

With 2008 global financial crisis, many countries have applied partly to expansionary 
fiscal policies. These expansionary fiscal policies encompassed tax cuts and increases in 
government expenditures.  As a result of these policy measures taken by governments and the 
widespread use of borrowing policy caused an increase in public debt stock in economies. 
Therefore, countries should apply more stable and efficient policies for debt management 
today. 

Public debt stock is an important economic issue in developing economies. Therefore, 
the sustainability of public debt management is important for ensuring economic stability in 
countries. As a reflection of the changes in the economic and financial structure, the increase 
and spread of diversification in financial markets, the increase of investors, and the 
interconnection of markets in the globalization process necessitated the creation of new policies 
in public debt management. Hence, it is substantial that the public debt stock, which is an 
important tool in the hands of the government, can be maintained by debt managers. 

Some economic situations have far-reaching consequences. It is accepted in the 
literature that such economic conditions have affected economic growth, put heavy burdens on 
future generations and caused financial markets to deteriorate, and even increased the risk of 
melting of these markets. One of these conditions is the public debt. The purpose of our study 
is to develop a dynamic macroeconomic model that identifies the structure of public debt which 
has great importance for the Turkish economy. Also, it is planned to reveal the relations and 
elements of public debt stock using the system dynamics method. System dynamics models have 
an important role in the analysis of the structure of public debt because they can incorporate 
multiple variables into the system and run feedback loops simultaneously. Such models allow us 
to see the dynamic consequences of different policies with certain variables. Furthermore, these 
models bring out the policies’ outcomes that policymakers plan to implement through 
simulation. Thus, a powerful tool will be formed for policymakers to manage the financial system 
in a more balanced and efficient way by showing public debt structure with various variables 
based on system dynamics. 

In this study, the public debt stock structure was established with three models. The first 
model, in its simplest form, expresses the situation that the government is obliged to pay 
interest on the debt it has received and that these interest payments increase the public debt 
stock. The system dynamics model has a single positive feedback loop. The model contains a 
single positive feedback loop connecting public debt, public debt interest and the total deficit. 
With this cycle, the government starts with a certain debt rate and pays the debt interest 
depending on the debt interest rate over the years. In the second model, GDP must be added to 
the model in order to accurately express the sustainability of the debt. In the last model, when 
considering the public debt stock, a distinction must be made between domestic and external 
debt. For this purpose, the interest rates of domestic debt and foreign debt were also 
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differentiated. In addition, government expenditures and tax revenues were added to the model 
as a stock variable, not as an exogenous variable. 

The models were run with various scenarios. Relationships, which are of great 
importance in the analysis of the sustainability of the public debt stock, enable us to see dynamic 
patterns more clearly. System dynamics models can be powerful tools for policymakers trying 
to formulate policies that result in sustainable management of public debt stocks in developing 
countries. These policies help policymakers identify variables to ensure that the public debt 
stock can be sustained with the least possible sacrifice of people’s welfare. 

 
Keywords: public debt, system dynamics, simulation, Türkiye 
JEL Codes: H61, H63, C02, O50 
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Protection of the Whistleblower in Tax-Related Whistleblowing 
 

Doğan Gökbel1 
 

 

Abstract  

The tax gap leads to a failure to provide the necessary funds for the desired public services. 
Although this situation affects developing countries more, it is also seen as a problem that needs to be 
solved by developed countries. In particular, the ability of governments to close the tax gap by combating 
tax evasion, tax avoidance and tax fraud depends on the collection of sufficient information on taxable 
events. The information provided by the taxpayers and those who are obliged to provide information and 
the information obtained by the administration as a result of its own audits are not sufficient, and the 
information provided by third parties and expressed as whistleblowing is also an important factor in tax 
assessment. In addition to its benefits, whistleblowing is also criticized for its negative aspects. 
Encouraging and rewarding whistleblowing and protecting whistleblowers have become more important 
issues today. In particular, it is becoming more important in which situations the whistleblower should be 
protected against the negativities that the whistleblower may face after whistleblowing and what the 
form of protection should be. On October 23, 2019, the European Union enacted Directive 2019/1937 
"On the protection of persons reporting violations of Union law". States have different regulations on 
whistleblower protection. In the study subject to the Communiqué, after determining the theoretical 
foundations of whistleblowing for taxation, the EU directive on whistleblower protection, case law on 
whistleblowing in the context of the European Convention on Human Rights, and the regulations of the 
countries on whistleblower protection will be evaluated. In addition to the benefits provided by the 
whistleblowing institution, it should also be considered in terms of its impact on the rights of the 
taxpayers. 
 
Keywords: Whistleblowing, Whistleblower, Taxpayer rights, Whistleblower protection  
JEL Codes: K3, K34 
 

1. Introduction 

In order to collect the tax amounts stipulated by the tax laws, the tax administration, 
which will levy the tax, must have sufficient and accurate information. The information provided 
by "whistleblowers" to government agencies is also important in order to prevent damage to 
the public interest due to the tax that cannot be collected as a result of violations of the law. 
Whistleblowing is the reporting and revealing of possible bad and wrong behaviors in 
organizations (Aktan, 2006: 1). A whistleblower is defined as "a person who reports another 
person or discloses corruption and misconduct to the public" (West, Skarbnik, Brunetti, 
2012:27). Although the concepts of whistleblowing or whistleblowing do not fully cover the 
concept of whistleblowing, they are used instead (Santoro, Kumar, 2018: 9) (West, Skarbnik, 
Brunetti, 2012:27). The difficulty of telling the truth is that whistleblowers live in fear of reprisals, 
at risk to their careers, freedom and lives (Santora, Kumar, 2018:16). For the whistleblower, 
uncovering the wrongdoing is the first step and the whistleblower also needs to be protected. 
While providing this protection, a balance must be struck between the protection of the accused 
and the disobedient act of the whistleblower (Deckert, Sweney, 2016: 127). 
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2. Grounds for Whistleblowing and Elements of the Concept of 
Whistleblowing 

The justifications for whistleblowing are; the public interest over personal interest, the 
assessment of the damage, the whistleblower's desire not to be a partner in violations and 
criminal acts and to avoid them, the understanding of integrity depending on what kind of 
person he/she wants to be, the need to take action due to his/her position, and the belief that 
whistleblowing is a civic duty (Santoro, Kumar, 2018: 26-38). Whether whistleblowing is 
effective or not depends on whether the disclosure is made externally rather than internally, 
the use of mass media, the use of which is largely dependent on social and cultural elements, 
the fact that the disclosures are based on strong evidence, the absence of retaliation, and the 
breadth of legal protection afforded to the whistleblower (Apaza, Chang, 2020: 3-5).  The main 
constitutive elements of a definition of whistleblowing are the public nature of the disclosure, 
the role of the perpetrator, the confidential nature of the disclosure, its content, and its 
importance for the public interest (Sontoro, Kumar. 2018: 38-46). The fact that the 
whistleblower is not a referee or a traffic police officer, and that the whistleblowing is not an 
act of infiltration are also qualifications that cannot be deduced from the definition (Sontora, 
Kumar, 2018: 46-48). 

 

3. Legal Regulations on Whistleblower Protection 

Whistleblower laws in the US are much older than in Europe. From an American 
perspective, whistleblower protection and anonymity are the most important aspects for the 
success of whistleblowing (Deckert, Sweney, 2016: 127).  Whistleblower protection has emerged 
later in other countries. 

The level of protection provided to whistleblowers has increased with the work carried 
out by the Council of Europe and the European Union. Most recently, the EU adopted the 
Directive on the Protection of Whistleblowers (Directive (EU) 2019/1937). It sets minimum rules 
for Member States to ensure the protection of whistleblowers who blow the whistle on 
infringements of Union rules. Unlike the Recommendations and Principles, the Directive is 
binding on Member States. Member States must transpose the provisions of the Directive into 
domestic law. Internationally, Article 33 of the United Nations Convention against Corruption 
provides for appropriate measures to protect against unfair treatment of any person who, in 
good faith and on reasonable grounds, reports to the competent authorities the facts relating 
to offences established under the Convention. The ECtHR's case-law on whistleblowers is based 
on Article 10 of the ECHR, which regulates freedom of expression. Interference under Article 10 
is permissible if it is prescribed by law, pursues a legitimate aim and is necessary in a democratic 
society. (Yurttagül, 2021: 114) The ECtHR set out six criteria for whistleblowing: the reporting 
channel used must be primarily internal, and public disclosure may be made only as a last resort, 
when reporting to a higher authority and a competent body is "clearly impracticable". The 
second criterion is the public interest in the information disclosed. Third, the authenticity of the 
information. Fourth is the damage suffered by the employer, Fifth is the motive and good faith 
of the employee in making the disclosure. Finally, the severity of the penalty imposed on the 
employee should be evaluated (Yurttagül, 2021: 124-136).  

In a whistleblowing arrangement, who will be considered whistleblowers, the types of 
misconduct that may constitute whistleblowing behavior, whether only acts and possibilities 
prohibited by law or also reprehensible behavior that is not illegal will be covered by 
whistleblowing, what are the mechanisms established for receiving whistleblowing, Questions 
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such as whether there are financial incentives for whistleblowers, whether whistleblowing is a 
duty established by law, whether information leaks and anonymous tips can be considered as 
whistleblowing, and how to evaluate the disclosure of confidential information that poses a 
threat to national security are important (Yurttagül, 2021: 2), (Sadia: 2009: 433). 

Whistleblower protection legislation varies considerably between states: Some states 
have specific protection regulations, while others do not have any protection legislation at all. 
In some countries, protection is provided through administrative processes, while others rely on 
protection provided by the courts (Thüsing, Forst, 2015: 7). There are also different 
arrangements between states regarding the persons to be protected, which types of acts should 
be protected, which whistleblowing mechanisms are provided, whether there is protection or 
not, and whether the whistleblower's motive for whistleblowing should be taken into account 
(Thusing, Forst, 2016: 14-21). 

 

4. European Union Whistleblowing Directive 

The EU adopted Directive 2019/1937 of October 23, 2019 on "Protection of 
Whistleblowers of Breaches of Union Law". The aim of the Directive is to provide comprehensive 
protection for whistleblowers in order to actively promote the disclosure of irregularities and 
illegality through internal and external whistleblowing mechanisms. It sets minimum standards 
for protection. It is emphasized that whistleblowers are exercising their freedom of expression 
under Article 10 ECHR (recital 31). The purpose of the disclosure is not important in providing 
safeguards (ground 32). The relatives of the whistleblower should also be protected (ground 41) 
and there should be safeguards against indirect retaliation as well as direct retaliation (ground 
44).  In addition to protection, the Directive aims to provide all means to ensure effective 
disclosure of violations (Alp, 2021:13) 

In terms of subject matter, the Directive covers the issues listed in the annex to the 
Directive, but does not limit Member States in terms of subject matter. Negativities other than 
breaches of ethical rules and violations of the law are excluded. Matters related to national 
security, protection of state secrets, patient and client confidentiality and criminal proceedings 
are excluded from the scope (Article 3). 

Article 4 also has a very broad scope in terms of persons. Public sector employees are 
covered by the Directive as well as private sector employees. The basic rule for the coverage of 
persons is that they obtain information about the infringement in connection with work or 
within the scope of activities related to business relations (Alp, 2021:16). 

In order to benefit from the protection provided by the Directive, there must be 
sufficient justification that the unlawfulness disclosed actually exists and falls within the scope 
of the Directive, and it must be an internal or external disclosure (Article 6). Deliberately false 
disclosure is excluded from protection. It is sufficient if the discloser has sufficient grounds to 
show that the information disclosed is necessary to reveal the unlawfulness covered by the 
Directive (Article 21(1)). Mistakes, such as believing that a non-existent unlawfulness exists, are 
also protected (Alp, 2021: 25) 

The Directive does not mention the employee's duty of loyalty and does not take into 
account the interests of the employer, but only the overriding public interest. The same 
safeguards apply to the anonymous whistleblower, provided that the anonymous disclosure is 
not followed by a false report (Article 6(3)). 
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Article 19 of the Directive lists examples of retaliation. In order to protect those 
subjected to retaliation, disclosers should not be held liable in any way and should not be 
subjected to any sanctions for disclosure. If the whistleblower has committed a criminal offense 
while collecting the information disclosed, they can only be prosecuted for that offense. 

 

5. Whistleblowing Regarding Taxation 

The importance of data for tax administration is indisputable. Whistleblowing by 
whistleblowers, either directly to the tax authorities or to the public, can lead to tax violations 
and the imposition of additional taxes. Whistleblower protection in tax matters, as in the general 
practice of whistleblowing, is an important tool to promote transparency, fairness and 
democracy. There is no doubt that whistleblowers in tax evasion and tax fraud should be 
protected. However, whistleblower protection for tax planning and uncovering tax avoidance 
behavior is controversial. On the other hand, it may not be right to provide whistleblower 
protection on the condition that an act is tax evasion or tax fraud. It is the administration and 
the courts that will make the classification (Dourado, 2018: 425).  Since whistleblowers are not 
tax authorities or judicial bodies, they should not classify tax evasion, tax fraud and tax 
avoidance, and in order to protect the whistleblower, there must be behaviors disclosed by the 
whistleblower that will be subject to criminal sanctions (Gutmann, 2018: 427). Even when it 
turns out that there is nothing illegal in the information provided by the whistleblower, it is 
sufficient for protection to be based on a good faith and reasonable belief that the information 
provided is evidence of tax evasion (Dourado, 2018: 424). 

There are three possible ways to encourage whistleblowers to disclose: imposing legal 
obligations to disclose; unlawful behavior; rewarding and protecting whistleblowers' actions. 
Those with legal professional privilege under national law are not obliged to provide 
information. Rewarding whistleblowing is also controversial. It can lead to excessive and 
frivolous whistleblowing, as well as damage the reputation of the organization and public trust 
(Dourado, 2018: 427).  

People who act in good faith deserve protection. What constitutes good faith is also 
important here. Apart from the concealment of income or wealth, it is very difficult to determine 
whether it constitutes a crime or not, as there is no certainty. Whistleblower protection should 
be designed to protect both the whistleblower and the addressees by following some basic 
procedures ( Gutmann, 2018: 427). One way to ensure that tax authorities have access to 
sensitive information is to expand their powers in the field of information requests. Listening to 
third parties (such as former employees) is not very different from the spirit of whistleblowing ( 
Gutman, 2108 :428). 

 

6. Conclusion 

Collecting the amount of tax prescribed by law requires the tax administration to have 
sufficient information. Apart from the usual sources of information, some individuals may also 
participate in the information process and help the tax administration to collect the correct 
amount of tax. The mechanism of being informed about violations of the law through 
whistleblowers, which exists in many fields, has long been applied in the field of taxation. One 
of the conditions for its effective implementation is the protection of the informant, i.e. the 
whistleblower. There have been very important developments in this regard both 
internationally and nationally. However, it must be said that there is still some way to go. 
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Is it Necessary to Discuss Tax Regulations Related                            
to Capital Reduction? 

 

Ahmet Kavak1  Ziyaettin Bildirici2 
 

 

Abstract 

With the 22nd article of Law No. 7420, Article 32/B was added to the Corporate Tax Law 
and a regulation was made on how taxation should be done in capital reduction, which has been 
discussed for many years. As I mentioned in the title, this regulation needs to be discussed for 
the reason I summarize below. Because the first target in the regulation is justice and especially 
the fact that the capital that creates the capital surplus is not taken into account at all, and the 
principles of taxation are stated according to whether the capital reduction is made after five 
years from the date of capital increase or before the five-year period expires. According to this; 
a) If the capital reduction is made after five years from the date of capital increase, the reduction 
is determined by the capital reduced by taking into account the ratios of the elements that make 
up the total capital within the capital, and according to the determination, the reduction made 
in cash and the same capital is not taxed, emission On the reduction made from the capital 
consisting of premiums and previous years' profits, only profit distribution withholding and 
transfer to another account other than addition to the capital, withdrawal from the business or 
transfer from the capital account to other accounts are subject to corporate tax and tax 
withholding depending on the profit distribution or the amount transferred to the head office. 
If the corporate tax is from the amount after the corporate tax, profit distribution withholding 
tax is applied, b) If the capital reduction is made before the completion of the five-year period 
from the date of capital increase, the reduction should be transferred to another account other 
than adding to the capital, withdrawn from the business or transferred from the capital account.  

By accepting the reduction made from the capital whose transfer to other accounts is 
subject to corporate tax and tax withholding depending on the profit distribution or the amount 
transferred to the head office, first the corporate tax is applied, and then the profit distribution 
withholding is made from the amount after the corporate tax, and secondly, only the profit 
distribution or the amount transferred to the head office is applied. c) In case the capital is used 
for loss offset, the reduced capital will not be taxed in the order explained in section (b) above, 
it has been stipulated that the tax will be made from capital elements, but there will be no 
withholding tax based on profit distribution. However, considering the fact that the capital that 
creates the capital surplus is the capital that was last increased and the elements that constitute 
this increased capital, it would be appropriate to tax it starting from the last capital increase as 
a fair practice. If there is a capital decrease that is less than the increased capital amount, there 
will be no need to proportion the capital increase amounts that are subject to reduction, other 
than taking into account their ratio within the total increased capital.  

On the other hand, it is important to make arrangements to include capital increase 
dates and increased capital elements within the scope of the "Uniform Chart of Accounts" under 
the "Capital Account" number 500 or in the footnotes of the balance sheet, indicating the dates 
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and numbers of the Trade Registry Gazette. In addition, since the total equity of the balance 
sheet will decrease due to capital reduction, the liabilities that will arise due to the regulations 
in the Corporate Tax Law and the Turkish Commercial Code stated below must also be taken 
into account. 1.In terms of the Corporate Tax Law; a) Financial expense restriction included in 
Article 11/1-i titled "Unacceptable discounts", b) Interest deduction in cash capital increase 
included in Article 10/1-i titled "Other discounts", c) "Disguised capital title" Interest, exchange 
rate differences and similar expenses paid or calculated on the disguised capital included in 
Article 12 and the related article 11/1-b titled "Unaccepted discounts". 2. In terms of the Turkish 
Commercial Code, the condition that the capital shares that can be acquired in the article titled 
"Acquisition of the company's own capital shares" should not exceed ten percent of the basic 
capital. 

 

Keyword: Capital elements, capital reduction and taxation. 
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Tax Perception of Owners of Immovable Property Income:                
The Case of Burdur Province 

 

Sadık Aydoğan1  Ali Balkı2  Erhan Çelik3 

 

 

Abstract 

This study aims to measure the tax perceptions of real estate capital income owners in Burdur city center 
and to determine the factors affecting tax perception. For this purpose, we collected data using the face-
to-face survey method with 440 real estate capital income owners in Burdur city center. We generally 
preferred a five-point Likert scale for the statements in the survey. We created the dependent variable 
by combining three survey statements to represent tax perception from Likert-scale statements. The 
average of the dependent variable we created regarding tax perception is 3.57. This ratio shows that real 
estate capital income owners in Burdur city center generally have a positive tax perception. We conducted 
an OLS regression analysis to determine the factors affecting tax perception. The analysis results are as 
follows: Among the real estate capital income owners, taxpayers in the lower income group have a 
positive tax perception compared to other taxpayers, and retirees have a positive tax perception 
compared to taxpayers in other occupational groups. Taxpayers who are high school graduates have a 
negative tax perception compared to taxpayers with other education levels. The tax perception of 
taxpayers who think that the tax system in Türkiye is fair is positive compared to taxpayers who do not 
think this way. People who think most people in their social circle underreport their rental income have a 
negative tax perception. 

 
Keywords: Tax compliance, tax perception, real estate capital income. 
JEL Codes: H24, H26, H27. 

 

1. Introduction 

Tax is the most essential public revenue that enables the state to perform its functions. 
Taxes constitute approximately 80% of public revenues in Türkiye. Therefore, a decrease in tax 
revenues will make providing public services difficult. At this point, the concept of tax 
compliance, which means that taxpayers fulfill their tax obligations fully, accurately, and on 
time, comes to the fore. Voluntary tax compliance is when a taxpayer fulfills his tax obligations 
without coercion or imposition. Many developed countries have adopted the declaration 
method as a tax collection method. Türkiye has also been attaching importance to the 
declaration procedure in recent years and is trying to increase the share of taxes collected 
according to the declaration procedure. However, two factors are influential in the success of 
the declaration procedure. These are an effective tax audit system and taxpayers' voluntary tax 
compliance. Many factors affect taxpayers' voluntary tax compliance. These factors are 
generally divided into two: economic and non-economic factors. Tax perception, which is among 
the non-economic factors and reflects the taxpayers' perspective on taxes, has been frequently 
the subject of studies conducted in recent years (Sağlam, 2013; Korlu et al., 2016; Alm, 2019; 
Demir & Balkı, 2023; Çelik & Sağbaş, 2023). Because the taxpayer with a positive tax perception 
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will comply with the tax voluntarily, measuring taxpayers' tax perceptions, determining the 
factors affecting this perception, and developing policies to increase the number of taxpayers 
with positive tax perceptions will contribute to tax compliance. 

There are many studies in the literature aimed at measuring taxpayers' tax perception. 
However, there are no studies specifically aimed at measuring the tax perceptions of real estate 
capital income owners. Based on this, the study aims to measure the tax perceptions of real 
estate capital income owners in Burdur city center and to determine the factors affecting tax 
perception. 

 

2. Related Literature 

Muter et al. (1993), one of the studies in the literature measuring taxpayers' tax 
perception, surveyed 505 taxpayers subject to income tax in the city center of Manisa. According 
to the study's findings, as the level of education increases, tax awareness increases. The increase 
in tax rates negatively affects tax compliance. Vogel (1974) investigated taxpayers' perceptions 
and attitudes towards taxes in a survey he administered to 1796 people in Sweden. The findings 
are that the tax compliance of the elderly is higher than that of young people, and as their 
income increases, tax compliance decreases. 

Çelikkaya & Gürbüz (2006) surveyed 1750 people in Eskişehir province to analyze the 
factors affecting tax compliance. The remarkable finding of the research is that the increase in 
tax audits increases tax compliance. Tuay & Güvenç (2007) investigated taxpayers' attitudes 
towards taxes with a survey conducted with 6546 people in 18 provinces of Türkiye. Findings 
show that the high tax rates and tax burden are effective in not achieving full voluntary tax 
compliance. 

Saraçoğlu (2008) investigated the effects of age, gender, educational status, and marital 
status on tax compliance behavior through a survey conducted with 494 people. The findings 
show that tax compliance increases as the level of education increases, public expenditures do 
not return services to citizens, and the perception that high tax rates and insufficient audits 
negatively affect tax compliance. Karaca et al. (2020) surveyed 569 income taxpayers in Sivas 
province. The findings of the study, which investigates the factors that determine tax 
compliance, show that tax burden and education are factors that determine tax compliance. 
While there is a positive relationship between education level and tax compliance, there is a 
negative relationship between tax burden and tax compliance. 

 

3. Methodology and Empirical Findings 

We collected the data in this study, which we conducted to measure the tax perceptions 
of real estate capital income owners, using a face-to-face survey method with 440 real estate 
capital income owners in Burdur city center. We generally preferred a five-point Likert scale for 
the statements in the survey. We created the dependent variable by combining three survey 
statements representing tax perception from Likert scale expressions. The survey statements 
that make up the dependent variable are as follows: 

 “Paying taxes is a civic duty (Mean: 3.82).” 
 “Taxes are the payment for public services provided by the state (Mean: 3.38).” 
 “Taxes are penalties imposed by the state on citizens (Mean: 3.50).” 
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The average of the dependent variable created regarding tax perception is 3.57. The 
results of the OLS (Ordinary Linear Square) regression analysis we conducted to determine the 
factors affecting tax perception are as follows: 

 At a statistical significance level of 10%, increasing the number of children negatively affects 
tax perception. 

 The tax perception of taxpayers in the lower income group among real estate capital income 
holders is positive compared to other taxpayers (Significance level: 10%). 

 At the 5% significance level, the tax perception of retired real estate capital income owners 
is positive compared to taxpayers in other professional groups. 

 The tax perception of taxpayers who are high school graduates is negative at the 1% 
significance level compared to taxpayers with other education levels. 

 Those who see the tax rates applied to rental income as high in current tax laws have 
negative attitudes towards taxes (Significance level: 10%). 

 At the 10% significance level, tax perceptions of taxpayers who find the tax audit on rental 
income insufficient are positive. 

 The attitude of taxpayers towards taxation, who think that progressive taxation on rental 
income reduces the desire to own real estate, is negative (Significance level: 10%). 

 At the 1% significance level, the tax perception of taxpayers who find it fair to divide rental 
income elements into workplaces, residences, land, etc., is positive. 

 The tax perception of taxpayers who think that the more understandable information 
provided by the tax administration has a positive effect on their ability to fulfill their tax 
duties is positive at the 1% significance level. 

 At the 1% significance level, the tax perception of taxpayers who think that the tax system 
in Türkiye is fair is positive compared to taxpayers who do not. 

 At the 5% significance level, the tax perception of taxpayers who state that they report their 
rental income to the tax administration in order to avoid damaging their reputation in 
society is negative compared to other taxpayers. 

 The tax perception of people who think that most people in their social circle underreport 
their rental income is negative compared to taxpayers who do not think so (Significance 
level: 1%). 

 

4. Conclusion 

The average of the dependent variable created regarding tax perception is 3.57. This 
ratio shows that real estate capital income owners in Burdur city center generally have a positive 
tax perception. Tax perception of real estate capital income owners varies significantly regarding 
demographic variables such as number of children, educational status, occupation, and income 
level. The relationship between income level and tax perception is negative. This result coincides 
with the results obtained by Vogel (1974), Tuay & Güvenç (2007), and Karaca et al. (2020). The 
relationship between education level and tax perception is positive. This result coincides with 
the results obtained by Muter et al. (1993), Saraçoğlu (2008), and Karaca et al. (2020). 

The relationship between the tax perception of real estate capital income owners and 
tax rates is negative. This finding coincides with the findings of Muter et al. (1993), Tuay & 
Güvenç (2007) and Saraçoğlu (2008). There is also a negative relationship between tax 
perception and tax audit. This result differs from the findings of Saraçoğlu (2008). Tax perception 
differs significantly from non-economic factors regarding fairness in rental income, fairness in 
the tax system, loss of reputation, tax office employees, and tax administration variables.  
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Adapting to Change: Taxation of Tiny House 
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Abstract  

Because of being cheaper than traditional houses, allowing savings due to low maintenance 
costs, contributing to a sustainable environment, the desire for a simple life, and people wanting to get 
away from the city the tiny house (TH) trend which started in the USA in the 1990s, has spread the other 
countries and tiny houses demand has increased. Taxation of THs, which can be described as property, 
varies depending on whether these houses are mobile or permanent. While permanently built THs are 
mostly subject to property tax, the taxation of mobile THs is different. In particular, the exclusion of mobile 
THs from taxation by qualifying them as RVs negatively affects the principle of justice in the taxation of 
wealth. A building permit must be obtained to build a permanent TH in Türkiye. This naturally requires 
permanent THs to be subject to property tax. However, the exclusion of mobile THs of the same value 
from taxation is contrary to the principle of justice in taxation. For this reason, mobile THs should also be 
included in the tax scope. With a provision to be added to the motor vehicle tax law, taxing THs by taking 
their weight into account, similar to the German example, would be a step in the right direction in terms 
of taxing wealth. 
 
Keywords: Tiny House, Taxation of Tiny House, Justice of Taxation, Justice of Taxation on Wealth 
Jel Codes: H2, H,20, H27 
 

1. Introduction 

Tiny houses (TH) are an important element of wealth. Due to the increasing 
demand for THs, their value has become higher than many motor vehicles and houses. 
However, excluding THs from taxation is inconsistent with the principle of fairness in 
taxation. Therefore, THs should be taxed as an element of wealth. 

THs can be built as permanent or mobile. While permanent THs are subject to 
property tax, the taxation of mobile THs is different. Since the non-taxation of mobile 
THs, which are described as RVs, causes injustice in taxation, this study focuses on the 
purpose of taxing THs regardless of their qualifications to ensure taxation fairness. 

In the study, THs will first be defined and the reasons for TH preference will be 
explained. Then, in terms of taxation of THs, suggestions for taxing THs in Turkey will be 
given by examining the USA, England, and Germany countries. The reasons why prefer 
these countries are that TH preferences are high and the differences are in taxation. 

 

2. Tiny House Definition and Reasons for Choosing Tiny House 

Small houses have existed throughout human history, but the TH concept is relatively 
new. Although the TH modern movement started in the USA in the 1990s, life in small houses 
on wheels was seen in many countries in Europe, and portable or truck houses emerged in the 
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1800s with the establishment of mobile home parks. In the past, however, people who lived in 
such houses were stigmatized in a derogatory way (Shearer & Paul, 2019: 301). On the other 
hand, the TH movement, which is seen today as a rebellion against excess consumption, is a 
social movement initiated by those who choose a simpler lifestyle (Zeiger, 2011: s.y. Aktaran: 
Wood, 2023: 1).  

THs are living spaces that usually have an area of less than 37 m2, require low energy 
use and less material consumption in their construction, and are therefore considered 
sustainable compared to normal houses (Wood, 2023: 1). According to another definition, THs 
are houses of less than 37 m2 that are built permanently or portably and can be lived in as a full-
time residence (Shearer & Paul, 2019: 301). In another definition, THs are defined as habitable 
spaces in the form of portable units, cabins, or detached houses large enough to meet the needs 
of users (Zainal & Aziz, 2021: 160).  THs are divided into two categories according to in which 
they are built, mobile and permanent THs. This differentiation of THs stems from the property 
rights to which they are attached. Mobile THs are generally characterized as RVs, while others 
are characterized as annexes or accessories of traditional dwellings (Trambley, 2021: 929). 

Reasons for choosing a TH are listed below:  

- THs are cheaper than traditional houses2 (Seaquist vd., 2016: 92). 

- Since THs are small, maintenance and repair costs are reduced and energy 
consumption such as heating, cooling, and lighting is less, providing extra savings to users3 
(Wood, 2023: 4).  

- THs can be customized to match the preferences of the user and THs offer enough 
space for everything you need to live a fulfilling and organized life (Wood, 2023: 4).  

- People who desire a quieter life away from city life with stress prefer TH (Zainal & Aziz, 
2021: 161-163). 

- THs are also a tool that can be used in the fight against homelessness (Trambley, 2021: 
928).  

- Mobile THs can respond positively to the needs of the community in the event of 
natural disasters (Seaquist vd., 2016: 93). 

- One of the reasons for owning a TH in the USA is the realization of the American dream 
expressed by Adam in 1931 (Vail, 2016: 357-379). 

 

3. Taxation of Tiny House 

The fact that THs remain in a gray area between the definitions of mobile home, RV or 
traditional house brings along an important problem in terms of taxation. Therefore, for THs to 
be taxed, they need to be defined and included in the legal legislation. 

 

                                                           
2  In the study by conducted Mangold and Zschau, it was concluded that the participant's interest in TH started with 

the complexity of the asset crises and that financial and economic problems were the most important reasons. For 
more informatin: (Mangold & Zschau, 2019: 5). 

3  In a 2019 study, it was found that the energy consumption of users who switched from traditional homes to THs 
decreased by approximately 40-50%. It also helps to reduce the carbon footprint with the use of solar energy 
(Stephans & Parsons, 2021; Aktaran: Wood, 2023: 5). In another study, it was stated that compared to traditional 
houses, THs reduce greenhouse gas emissions by at least 70% (Crawford & Stephan, 2020: 3). 
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USA 

There is no legal definition of THs in the USA. THs vary from cabins of less than 37 m2 
built on wheels to houses of less than 75 m2. For this reason, THs are characterized and taxed as 
RVs or dwellings according to their characteristics (Colorado Department of Local Affairs, 2016: 
1). Accordingly, the qualifications of THs are determined according to the regulations in the 
regional laws and building codes. For example, for a TH to qualify as an RV, its length and width 
must not exceed certain measures and it must be built on wheels and axles (Colorado 
Department of Local Affairs, 2016: 1). Once the nature of THs has been determined, their tax 
status varies across states (Riley, 2021). In some states, THs towed by a car are considered RVs 
and are subject to taxation, while in others they are excluded because they do not meet the 
definition of an RV (All About Tiny House, 2020). When THs qualify as RVs, they are subject to 
property tax and taxed by the county motor vehicle office, while when they qualify as dwellings, 
they are subject to real estate tax and taxed by the county assessor and treasurer's office. 
(Colorado Department of Local Affairs, 2016: 2-3). Also, even if THs are not permanently 
established, if public services (water, etc.) are provided, they are taxed like traditional houses 
(Riley, 2021).  

England  

In England, the taxation of THs differs according to their intended use. Accordingly, THs 
can be used for RV or temporary accommodation purposes as well as for permanent residence 
purposes. There is no taxation when THs are used for RV or temporary accommodation 
purposes. An example of the use of THs for temporary accommodation is the use of a craft room 
or guest room in the backyard of a house. However, when THs are used as permanent 
residences, THs are subject to council tax (The Qube Eco Tiny House). 

When THs are used as permanent residences, they are divided into bands according to 
their value. The council tax bands are organized as 9 bands corresponding to each letter 
between the letters A and I. Accordingly, houses worth up to £40,000 are in Band A, while houses 
worth more than £424,000 are in Band I (Local Government Financial Act 1992). The tax amounts 
corresponding to the bands vary across municipalities (City of Westminster, 2022). 
Municipalities provide exemptions or discounts on municipal taxes by taking into situations such 
as studentship, temporary leaving because of physical condition, health, etc. In addition, no one 
under the age of 18 is a municipal taxpayer (Rochdale Borough Council, 2023: 8).  

Germany 

In Germany, the tax status of THs differs depending on whether they are built on a 
chassis or permanently. Permanently built THs are subject to property tax (Valcheva, 2023). Also, 
if THs are built on a chassis and used permanently, they are considered buildings (RTS, 2023). 

Mobile THs are qualified as RVs. RVs are divided into two towed RVs and motorized RVs, 
and both types are subject to MVT. However, the calculation of MVT differs according to the 
type of RV. Motorized RVs are classified according to their weight and carbon emissions and 
taxed. Carbon emission classes are divided into five different groups S0, S1, S2, S3, and S4. The 
tax amount for each group differs and tax is paid per 200 kg. The maximum tax for RVs in the S4 
class is €800, while the maximum tax for those in the S3 and S2 classes is €1,000. There is no 
upper limit for S1 and S0 RVs (CIVD, 2023). Towed RVs are subject to tax according to their 
weight. Accordingly, the annual tax is €7.46 per 200 kg. (UNSINN, 2022). 

Türkiye 

In Turkey, THs appear in two different forms: mobile and permanent structures. 
Therefore, to tax these assets, their characteristics should first be determined. While permanent 
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THs are subject to property tax, mobile THs are not taxed as they are considered towing RVs. At 
this point, a brief explanation of the tax status of RVs is required. In Türkiye, RVs are divided into 
two categories: motorized RVs and towed RVs. While motorized RVs are subject to MTV as they 
are connected to a motorized vehicle, towed RVs are not subject to a tax. This difference in 
taxation is explained by the fact that motorized RVs are attached to a motorized vehicle, not by 
the fact that they are RVs. However, when the MVT Act tariff numbered II is examined, it will be 
seen that panel vans and motor RVs are subject to extra tax. For example; in 2023, the MVT 
amount paid for a 1-year-old minibus with an engine power of more than 1900 cm3 is 2,535 TL. 
When the same vehicle is converted from a minibus to an RV, the tax to be paid is 5,116 TL. As 
can be understood from the example, the tax amount to be paid by two different vehicles with 
the same engine power, size, and age is higher in the case of an RV. 

 

4. Conclusion and Suggestions 

According to Article 73 of the Constitution, everyone is obliged to pay taxes according 
to their financial power to meet public expenditure. Income, expenditures, and wealth are 
accepted as indicators of financial power. Therefore, the main reason for taxing THs is that these 
structures are an element of wealth. For example, while a vehicle worth TL 300,000 is subject to 
MVT, the fact that a TH worth TL 1,000,000 is not taxed does not comply with the principle of 
fairness in taxation.  

There is no legal definition of THs in Türkiye. While this does not cause any problem in 
the taxation of permanently built THs, it causes mobile THs to be excluded from taxation. Mobile 
THs are characterized as RVs since they are towed by a vehicle. However, THs are more 
comprehensive vehicles than RVs due to their structure. It would be a correct approach to tax 
THs, which are different from RVs both in terms of size and living space inside, according to their 
weight, as in the German example. For this reason, it is necessary to define THs in the motor 
vehicle tax law and also include mobile THs within the scope of the tax. Even if the TH is mobile, 
it should be taxed to property tax in case of utilization of the services provided by the 
municipality. A notification obligation should be imposed on those who will permanently use 
their mobile THs, and penalties should be imposed for those who fail to make timely 
notifications. In addition, a maximum limit can be set for mobile THs, and those that exceed 
these limits can be obliged to become permanent. 
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Abstract 

The limited areas where pine nuts can be grown in the world and the insufficient production 
amount increase the value of this product and make it rare. Pine nuts are mostly grown in 
regions where the Mediterranean climate is effective. In Turkey, pine nut forests are mostly 
found in Bergama, Çine, Koçarlı, Söke, Milas, Kantarcı, Madran, Serik, Manavgat, Önsen, 
Seydiköy and Artvin Çoruh valley. Among these distribution areas, Aydın Koçarlı, located in the 
Aegean Region, has an important place. 60% of the total pine nuts produced in Turkey are 
supplied by the Aydın Koçarlı region and 80% of the pine nuts produced in the region are 
exported. Thus, the fact that pine nut harvesting is among the most important sources of income 
for the local people is of great importance for rural development. The pine nut forest in Aydın 
Koçarlı can be considered as common property. Naturally occurring or human-made resources 
such as lakes, oceans, irrigation systems, hunting grounds, forests or the atmosphere, where it 
is difficult to exclude beneficiaries from use and where the consumption of one person reduces 
the share of another person, are expressed as common goods. The state itself undertakes the 
management of common goods, based on the assumption that they will be damaged in case of 
excessive use. Elinor Ostrom; He was awarded the 2009 Nobel Prize in Economics for his 
research showing that common goods such as pastures, forests, underground resources and 
fisheries can be managed sustainably and equitably by people without the need for state 
intervention. Additionally, Elinor Ostrom is the first female scientist to be awarded the Nobel 
Prize in Economics. Similar to the examples given in Ostrom's works, the pine nut forest in Aydın 
Koçarlı is successfully managed by the local people without state intervention. According to 
Ostrom, the state should make minimum regulations and leave the management of common 
goods to those who benefit from these goods. In this study, the management of pine nut harvest 
in Aydın Koçarlı and its contribution to the economy will be evaluated in detail. As a method, in-
depth interviews with farmers and local administrators who make their living from pine nuts will 
be conducted within the scope of the field study. Additionally, observation technique will be 
used to support the interview. The findings obtained through interview and observation 
methods will contribute to the newly developing field of financial anthropology. 

 

Keywords: Commons, Management of commons, Financial anthropology 

 

 

                                                           
1 Prof. Ph.D., Afyon Kocatepe University, Department of Public Finance, ORCID: 0000-0002-9374-7247, 

isagbas@aku.edu.tr 
2 Lecturer Ph.D., Alanya Alaaddin Keykubat University, ORCID: 0000-0002-9739-9710, celik.erhan07@gmail.com 



37th International Public Finance Conference / TR 171 

October 12 – 15, 2023, Antalya / Türkiye 

Analysis of Flypaper Phenomenon in Türkiye in the                 
Framework of Political Effect 

 
Mete Dibo1   Emre Özyerden2 

 
 
In this study, the change in municipal expenditures is analyzed within the framework of the flypaper 
effect, by taking into account the effect of election periods and inferring from the political business 
cycles approach. The foundations of the flypaper effect are based on the research by Henderson and 
Gramlich in the late 1960s, where they stated that the resources consist of citizen incomes and 
financial transfers from the central government. From this perspective, Henderson and Gramlich 
argued that personal income and transfers should affect expenditures in the same way. However, 
their empirical analysis revealed that an extra dollar of personal income increases local government 
spending by $0.02 to $0.05, while an extra dollar of transfer increases local government spending by 
$0.30. Arthur Okun called this larger effect of lump sum transfers on municipal expenditures as the 
"flypaper effect" and stated that "money sticks where it hits" (Pettersson, 2020: 4; Hines & Thaler, 
1995: 218; Inman, 2008: 1). According to the flypaper effect, central government transfers increase 
municipal expenditures more than tax revenues (personal income). Courant, Gramlich and Rubinfeld 
(1979) argues that bureaucrats and politicians find it easier to reduce taxes when their shares from 
the central government increase, rather than to increase taxes when some external events increase 
the income of the society. 

The other approach within the scope of this study is the political business cycles model. According to 
this model, if voting takes place according to the recent performance of politicians and inflation 
expectations are formed retrospectively, opportunistic politicians who control monetary policy 
instruments will implement inflationary policies that reduce unemployment in the period 
immediately before the election. On the other hand, in the post-election period, they will implement 
anti-inflationary policies that have the potential to cause a decrease in the level of economic activity. 

This paper evaluates the existence of the flypaper effect in Türkiye for local governments, taking into 
account the effect of election periods. The study was carried out with data from 81 provinces for the 
period 2007-2021. Estimates were made using fixed and random effects methods for linear panel 
data. Three different models were used in the analysis to investigate whether the flypaper effect 
persists when control variables are added, and real per capita expenditure of the province in the 
relevant year is the dependent variable in all models. In the first model, independent variables are 
the province's own revenues and transfers from the central government. In the second model, real 
GDP per capita, population, and the metropolitan city dummy were added to the model as control 
variables. The third model, in addition to the second model, adds the dummy variable representing 
the pre-election year, and the voting rate of the ruling party in the provincial council elections to the 
model. According to the findings, the flypaper effect is confirmed in all three models in Turkiye as 
the coefficient of transfers is higher than that of revenues. It is also observed that local expenditures 
in the pre-election periods are significantly higher than post-election expenditures. 
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Examining the Effect of Transfer Expenditures on Income 
Distribution: The Case of Comparative Country 

 

Ebru Karaş1 

 

 

Abstract  

Ensuring justice in income distribution is among the basic functions of today's states. Income distribution, 
which occurs in the market and is described as primary distribution, is often criticised as unfair. For this 
reason, the state distributes the income a second time. One of the most effective tools in income 
redistribution is transfer expenditures. However, the impact of transfer expenditures on income 
distribution varies depending on the subtypes of these expenditures. While social transfer expenditures 
have a positive effect on income distribution, interest payments negatively affect income distribution. 
The study aims to determine the impact of transfer expenditures on income distribution based on country 
groups based on the Gini coefficient. In this context, it has been observed that transfer expenditures have 
a higher share of total public expenditures in developed countries than in developing countries. In 
addition, it has been determined that the share of social benefits in transfer expenditures is higher in 
developed countries compared to developing countries. It is observed that the transfer expenditures of 
countries and the shares allocated to their subtypes are reflected in the Gini coefficients of the countries. 
Income distribution in developed countries has a more egalitarian structure compared to developing 
countries. In country-based evaluations, the reflection of the share of social expenditures on the Gini 
coefficients is as expected in theory. 

 
Keywords: Income Distribution, Gini Coefficient, Transfer Expenditures 
JEL Codes: D31, H53 

 

1. Introduction  

The distribution of the output obtained due to the inclusion of production factors in the 
production process between factors and individuals is called income distribution. This 
distribution, which occurs under market conditions, is called primary income distribution. Since 
the main target under free market conditions is efficiency, it is a matter of debate how fair the 
income distribution is at every point where efficiency is achieved. In this context, the state 
redistributes income to improve the income distribution in the market and to ensure justice 
between income groups. One of the financial instruments used within the scope of secondary 
income distribution is transfer expenditures. Transfer expenditures, considered within the size 
of the economic classification of public expenditures, are described as unrequited expenditures. 
When these expenditures are carried out under certain conditions, they become effective 
solution instruments in improving income distribution. Mainly, the distribution of transfer 
expenditures and the share of social transfers are some of the most critical conditions. For this 
reason, the share of social expenditures in total transfer expenditures must be high. Accordingly, 
the study was addressed based on the research question, "Is the share of transfer expenditures 
an indicator that the state attaches importance to improving expenditures in income 
distribution?". In this context, the study aims to determine the improving effect of transfer 
expenditures as an income transfer mechanism on income distribution. In the study, the Gini 
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coefficient and the share of transfer expenditures are discussed by year, and comparisons and 
evaluations are made based on developed and developing countries, especially Turkey. 

 

2. Income Distribution and Improving Income Distribution 

One of the most critical issues that economics focuses on is the creation and continuous 
increase of national income. At the same time, the distribution, circulation and consumption of 
this income are among the essential topics of economics (Dayar & Akıncı, 2020: 174). For this 
reason, the distribution of national income resulting from economic growth in a stable economy 
is a significant problem (Tokatlıoğlu & Selen, 2019: 28). As a result of the involvement of 
production factors in the production process, the income paid to these factors constitutes 
national income (Türk, 2004: 320). The distribution of this income occurring in a certain period 
in a country among individuals, social groups and production factors is defined as income 
distribution (Aktan & Vural, 2002: 1). 

Justice of income distribution is one of the issues emphasised by both social sciences 
and policymakers. As it is known, the basis of public finance literature is the exchange 
relationship between efficiency and justice. It is accepted that especially public interventions 
negatively affect effectiveness (Aktaş & Dokuzoğlu, 2021: 120). In the first fundamental theorem 
of welfare economics, which results from a competitive market economy, a relationship is 
established between the market and Pareto efficiency. It is accepted that in the case of a 
competitive equilibrium, Pareto efficiency is automatically achieved (Just et al., 2004: 24). The 
income distribution that occurs when Pareto efficiency is achieved represents the situation that 
comes closest to justice. This distribution, which occurs in the market without government 
intervention, is defined as primary income distribution. In this mechanism, economic units 
receive a share of the income in proportion to the degree of production factor they have 
(Tokatlıoğlu & Selen, 2019: 29). In other words, the distribution of income among individuals in 
the market depends on their factor endowments and prices in the market. Most of the time, 
this income distribution may not be compatible with the distribution that society accepts as fair 
or justice (Musgrave & Musgrave, 1989: 9). Because some people in society are exposed to 
situations such as illness, disability, ageing or unemployment, making it difficult for these people 
to be involved in the production process and therefore get a share of the income distribution. 
In this case, income inequality exists between individuals or groups in society. Since increasing 
inequality in income distribution may bring various social problems, the redistribution function 
of the state comes to the fore at this point, and income is distributed a second time (Çalışkan, 
2022: 219). In this way, national income is redistributed by the state and justice is tried to be 
achieved (Türk, 2004: 324). This distribution, which is described as the income improvement 
function of the state, is expressed as secondary income distribution (Kirmanoğlu, 2007: 207). 

 

3. Indicators of Income Distribution 

There are methods that show the income distribution between periods in a country or 
allow comparisons to be made regarding the income distribution between countries. One of the 
most widely used of these methods is the Lorenz curve method (Howard, 2001: 81). The Lorenz 
curve is related to the cumulative rate of consumer units and the cumulative rate of national 
income (Kakwani, 1977: 719). This curve, expressed on a diagram, is drawn at a 45-degree angle 
to the origin and shows absolute equality. As the income distribution curve approaches the 
Lorenz curve, inequality decreases; on the contrary, inequality increases. The Italian statistician 
Gini expressed the income distribution imbalances shown on the Lorenz curve with a coefficient, 
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which is used today as the Gini coefficient (Türk, 2004: 318-319). When the Gini coefficient, 
which takes a value between 0 and 1, is 0, the Lorenz curve is at the 45-degree line. Therefore, 
the closer the Gini coefficient is to zero, the more equal the income distribution is (Hyman, 2011: 
475). 

 

4. Effect of Transfer Expenditures on Income Distribution 

Fiscal policy is considered one of the most effective public interventions in redistributing 
income (Muinelo-Gallo & Roca-Sagalés, 2013: 820). The state ensures income redistribution by 
regulating the amount and components of fiscal policy instruments. One of the most effective 
tools for redistributing income by the state is public expenditures. In this context, the income 
redistributive effect of fiscal policy becomes effective with public expenditures, especially 
transfer expenditures (Aktaş & Dokuzoğlu, 2021: 121). 

Transfer expenditures are expenditures that transfer purchasing power to certain 
individuals or groups. These expenditures, which are unrequited and mostly aid, consist of social 
security programs, unemployment benefits, and social aid provided to those in need (Ay, 2004: 
126-127). The first theoretical framework regarding transfer expenditures was put forward by 
Pigou (1947), who divided public expenditures into transfer and non-transfer expenditures. 
Pigou states that transfer expenditures, which he defines as an income transfer mechanism, 
affect the distribution of income generated in the market among households (Aktaş & 
Dokuzoğlu, 2021: 122). 

The impact of transfer expenditures on income distribution varies according to the 
subtypes of transfer expenditures. These expenditures, accepted as an income transfer 
mechanism, do not consist only of social expenditures. In this context, transfer expenditures 
comprised payments to low-income groups, payments to support certain economic activities, 
payments for social purposes and interest payments. Among these, the effect of interest 
payments on income distribution is contrary to the desired, while others have a positive effect 
(Topuz & Doğan, 2020: 550). Therefore, the impact of these expenditures on income distribution 
varies depending on who benefits from them and for what purpose they are made (Chu et al., 
2000: 15; Martinez-Vazquez et al., 2012: 97).   

 

5. Conclusion 

In the study, the reflection of transfer expenditures on Gini coefficients was examined 
on the basis of selected developed and developing countries, and it was observed that both the 
share of transfer expenditures in total expenditures and the share of social aid in total transfer 
expenditures were high in developed and developing countries. It is seen that the high share of 
transfer expenditures in these countries also affects the Gini coefficients. Gini coefficients in 
developed countries have a more egalitarian ratio than the Gini coefficients of developing 
countries. Considering the reducing effect of social transfer expenditures on income inequality, 
it is possible to say that developing countries should also focus more on such expenditures. It is 
also very important to control whether such expenditures achieve their purpose. The fact that 
those in need benefit from social expenditures increases the impact of these expenditures on 
income distribution. In addition, in order for the effect of transfer expenditures on income 
distribution to be positive, they must be supported by tax system. Subjecting public revenues, 
especially from high-income earners, to social transfer expenditures is one of the most effective 
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methods in ensuring justice in income distribution. In addition, reducing interest payments can 
also strengthen the function of transfer expenditures to ensure justice in income distribution. 
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The Effect of Public Sector Size on Economic Growth in the 
Scope of Public Employment 

 

Cevat Tosun1  Mete Dibo2 
 

 

Abstract 

Due to the scarcity of resources or with the goal of sustainability, the public and private sectors 
that make up the national economy have to use resources optimally. Under this obligation, the 
efficient use of resources is discussed theoretically and empirically, even though the value 
attributed to the public sector and the market is different according to economic systems. These 
discussions are generally about the size of the public sector in the economy and what the role 
of the public should be in the economy. Therefore, the participation of the state or the public in 
a broad sense in economic activities is a subject that has been extensively studied in the 
literature. An indisputable element about the relationship between the public sector and the 
economy is that the participation of the public sector in the economy is gradually increasing. In 
particular, the existence of market failures is the reason for the existence of the public sector in 
every economic system, albeit at a minimum level. Within the scope of the effects of this 
existence, there are debates about what the share of the public economy should be in the total 
economy. According to those who argue that the public's share in the economy should be 
reduced, as the public's share in the economy increases, effective resource distribution is 
disrupted by excluding the private sector from the markets in various ways, and inefficiencies 
arise due to the public's politically oriented preferences in resource distribution. Those who 
argue that increasing the public share may not be inefficient emphasize that infrastructure and 
human capital investments made by the public will support the private sector. Ultimately, 
studies addressing the effects of the public sector take into account the relationship between 
the size of the public sector and economic growth. Although there are many studies examining 
this relationship, most of the studies focus on the relationship between economic growth and 
public expenditures and tax revenues. The aim of this study is to test the effect of the relevant 
variable on economic growth by taking the public size into consideration within the scope of 
public employment/total employment ratio, and in this way to contribute to the relevant 
literature, where there are few applied studies. In this context, the Westerlund panel 
cointegration test was applied using total savings, public investment expenditures and public 
employment data for the period 2007-2019 of 25 OECD countries whose data are accessible, 
and the Common Correlated Effects Mean Group (CCEMG) method was used to estimate the 
long-term coefficients. According to the research results, increases in total savings, public 
investment expenditures and public employment increase the growth rate. 

 

Keywords: Public size, Public employment, Economic growth, Panel cointegration 
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Evaluation of The Earthquake Tax Introduced by The Law No. 
7440 In Terms of Constitutional Taxation Principles 

 

Hakan Bay1  Zeynep ARIKAN2 

 
 

Abstract 

Disasters are events that cause physical, economic and social losses and damages for people, 
stop, disrupt or hinder people's normal lives and activities, and where opportunities are 
inadequate. These events can occur naturally or artificially and negatively affect the country and 
sometimes the world economy. Disaster is not the event itself, but its consequences and the 
harmful effects it causes. Being exposed to disasters or living with the risk of disasters negatively 
affects human life and harms the environment. Loss of life, property loss, injuries and 
mutilations caused by disasters bring with them many problems that are difficult to overcome 
and increase the need for national and international assistance and the urgent use of financial 
resources. It is important to financially compensate for the damages caused by disasters. Turkey 
is a country that frequently encounters natural disasters that can cause great damage due to its 
geological, topographic and meteorological conditions. The fact that a large part of Turkey's 
geography is in an active earthquake zone reveals the need to combat the damages caused. 
Because disasters create great burdens on the state budget. In order to alleviate this burden, 
earthquake taxes are put into effect in case of disasters that occur from time to time. Following 
the 1999 Marmara earthquake, an earthquake tax under the name of special communication 
tax, which was first temporary and then became permanent, was introduced and resources 
were provided. Due to the earthquake that affected Gaziantep, Hatay and other provinces, a 
one-time additional tax was imposed on corporate taxpayers who benefit from exemptions and 
discounts on corporate earnings with Law No. 7440. With the Law No. 7440, a one-time 
additional tax of 10% was collected on the exemption and discount amount on the corporate 
tax return, and a one-time additional tax of 5% was collected from the earnings subject to the 
participation income exemption and the exemption earnings obtained from abroad. It is aimed 
to use this additional tax liability to meet the needs of citizens damaged in the earthquake zone 
and the urgent resource needs in the region. It is important that this additional tax is compliant 
with the principle of legal security and equality. Since "everyone is obliged to pay taxes according 
to their financial power" in accordance with Article 73 of the 1982 Constitution and "balanced 
and equitable distribution of the tax burden is the aim of fiscal policy", the principles of financial 
power, generality and justice must be realized. In this study, after mentioning the earthquake 
tax, the tax will be discussed in terms of legal security and equality principles and the aspects of 
non-retroactivity, solvency and justice will be evaluated. 
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Tax Reliefs After Natural Disasters and Tax Management 
 

Meltem İrteş Gülşen1 

 

 

Abstract  

Natural disasters are costly for governments and victims. The state needs taxes, which are the financing 
source necessary to heal the wounds of the disaster. However, it is also obvious that citizens exposed to 
natural disasters will experience financial losses and will probably even have difficulty paying due to losing 
all their assets. The aim of the study is to analyze the tax facilities applied after the disaster to citizens 
who are affected by natural disasters and suffer material and moral losses. In this context, the theoretical 
structure of the tax facilities granted to disaster-affected citizens so that they can fulfill their tax duties 
has been examined. The practices of Japan, the People's Republic of China, and Turkey regarding force 
majeure, tax reduction, donations and aid applied after natural disasters are compared. 
 
Keywords: Natural Disasters, Tax Reliefs, Tax Management 

JEL Codes: H20, H84. 

 

1. Introduction  

People are faced with natural events in many different ways. It is obvious that 
governments will need financing due to natural disasters that have occurred and may occur. In 
the same period, people who experience natural disasters will also need support to erase the 
traces of the disaster they experienced. Governments provide some tax benefits to their citizens 
in order to support them in their situation.  

In the study, first of all, the definition of natural disaster and what it is, then the effects 
and losses of natural disasters are mentioned. Then, the tax benefits offered by selected 
countries were examined and a comparison was made between countries. The countries 
selected for comparison: Japan and the People's Republic of China, which are most exposed to 
natural disasters since 45% of the natural disasters in the world are in Asia, were selected and 
examined, and a comparison was made with Turkey in terms of the tax benefits applied. 

 

2. Definition and Effects of Natural Disasters 

Natural disasters are defined as a set of events that occur in different ways and at 
different times, often causing death and injuries as well as great damage, and negatively 
affecting community life and management (Hewitt, 1997). In the classification made by the 
World Health Organization, natural disasters are discussed in six main groups (CRED, 2022).  

Thousands of natural disasters have occurred in the world in the last 30 years. The 
biggest example is, according to the data of the World Health Organization regarding the Covid 
disease experienced globally, as of September 6, 2023, the number of cases reached 770, 437, 
327 in total and 6,956,900 people died due to this epidemic (THSSGN, 2023). 
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Almost 49% of these natural disasters occurred in the Asian continent. Due to these 
disasters, natural disasters caused a loss of 252.1 billion dollars worldwide in 2021 (CRED, 2022). 
Considering the above taxes, the two countries in the Asian continent that are most exposed to 
natural disasters, the People's Republic of China and Japan, were selected and compared with 
Turkey. 

 

3. Examination of Tax Instruments Applied During Natural Disasters in 
Selected Countries 

In the study, three different countries that are frequently exposed to similar natural 
disasters and evaluated in terms of their economic differences are discussed. These three 
countries were chosen because they are most exposed to earthquakes in terms of natural 
disasters. The selected countries are Japan, People's Republic of China and Türkiye, respectively. 
Japan is one of the countries that is cautious about natural disasters and does not experience 
much economic losses, and the People’s Republic of China is among the countries that suffer 
the most economic losses due to natural disasters. There are some provisions in the tax 
legislation of these countries to be applied in cases of natural disasters. These regulations were 
examined under the headings of force majeure, tax deduction, donations and aid, and 
abatement.  

 

3.1. Force Majeure 

The practice of force majeure in the People's Republic of China is basically regulated in 
the Chinese Civil Code, which came into force in 2021. There is no provision regarding the 
application of force majeure in Chinese Tax Law. Additional periods are not given or suspended 
for tax purposes due to force majeure. Natural disasters are not counted as force majeure (Civil 
Code of China, 2020: 33–104).  

Force majeure application is not included in Japanese tax law. It appears that force 
majeure is regulated in the Civil Code (Japan Civil Code, 1896). Within the scope of the contract, 
the parties are allowed to include a clause regarding force majeure. Natural disasters are not 
considered force majeure. 

In Turkey, force majeure practice is regulated in both public law and private law. Force 
majeure provisions are included in the Tax Procedure Law and the Law on Public Receivables 
Collection Procedure. Natural disasters are considered force majeure (VUK, 13/2). 

 

3.2. Tax Deduction 

In the People's Republic of China, tax law includes provisions regarding tax deduction 
due to natural disasters (Civil Code of China, 2020: 33–107). 

Japanese tax law includes tax deductions in cases of natural disasters. In Japan, 
incentives are provided to support earthquake insurance by providing income tax deductions 
(Kamachi, 2023). 

Although the legal basis for tax deductions in Turkey is Article 73/4 of the Constitution, 
the President is shown to be the authorized authority for tax deductions in the same article. In 
cases of natural disasters, tax reductions are available. 

 



37th International Public Finance Conference / TR 180 

October 12 – 15, 2023, Antalya / Türkiye 

3.3. Donation and Aid 

In the People's Republic of China, tax law includes provisions regarding donations made 
due to natural disasters. Aid provided can be deducted as an expense from the person providing 
aid (Civil Code of China, 2020: 33–107).  

In Japan, information about donations made in cases of natural disasters is included in 
the tax law. It can be deducted as an expense from the person providing aid (NTA, 2020: 18). In 
Turkish Tax Law, in cases of natural disasters, in case of support for aid campaigns initiated by 
the Presidency, taxpayers can deduct their in-kind and cash donations from their tax base, 
provided that they are made entirely in the form of receipts. 

 

3.4. Abatement 

Abatement is one of the practices that ends tax debt in Turkish Tax Law. Abatement is 
applied when natural disasters occur. The practice of abatement in the sense applied in Turkey 
has not been achieved in Japan and the People's Republic of China. 

 

4. Conclusion 

It has been determined that taxes are used as an important economic tool in case of 
natural disasters in all three countries. Although the tax benefits granted to disaster victims are 
included in different laws, they appear to be similar. From the analysis, it is understood that 
Japan is relatively more prepared for natural disasters that may occur. The fact that the country 
takes precautions by collecting funds in advance to compensate for the losses incurred through 
taxes (such as creating funds by encouraging insurance payments by applying more taxes to risky 
areas and old buildings) constitutes an important example for efforts to heal the wounds after 
natural disasters. 
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The Situation of Relatives of the Missing People in 
Kahramanmaras-Centered Earthquakes in Terms                                 

of Tax Legislation  
 

Erdinç Alp1 

 
 
Abstract 

According to official statements, more than fifty thousand of our people lost their lives in the 
Kahramanmaraş-based earthquakes that occurred on February 6, 2023, and although the number cannot 
be determined, thousands of people who can be estimated through media / social media have 
disappeared and have not been found by their relatives. Although many of those who have not been able 
to reach their relatives want to act on the assumption that these people are living, there are also those 
who have to accept that they are dead, especially those who have lost hope. As a result of these losses, 
the legal status of the mentioned persons should be determined. Determining the legal status of missing 
persons is important for determining what the people who are their heirs will do as well. The decision of 
absence or presumption of death regarding these persons may cause different consequences for the 
heirs. In the study, the relatives of those who disappeared as a result of the earthquakes will be mentioned 
by looking at the tax legislation from different angles according to the situation of making decisions on 
the presumption of absence and death. 

 
Keywords: Eartquake, Absence, Presumption of Death, Inheritance and Transfer Tax 
Jel Codes: H20, K30, K34 

 

1. Introduction 

The two earthquakes centered in Kahramanmaraş on February 6, 2023, which have been 
referred to as the disaster of the century according to official statements, resulted in the loss of 
more than fifty thousand lives. Although it is not included in official statements, according to 
the information obtained especially through social media, many people have still not been 
reached. 

Even though those who lost their loved ones have the belief that these people are alive, 
they are losing this belief day by day and they are starting to discuss what to do about the 
missing in legal terms. According to the Turkish Civil Code, a decision of presumption of death 
or a decision of absence must be made regarding those who are missing. Although both 
applications are based on similar reasons, they cause differences in terms of results. 

In the study, first of all, the concepts of absence and presumption of death will be 
touched upon, and then, what actions should be taken in terms of tax legislation for the relatives 
of people who have not been heard from. 

 

2. Legal Situation Of Those Missing As A Result Of The Earthquake 

According to the Turkish Civil Code, personality emerges at birth and ends with death. 
The deceased person is recorded in the registry and the death record is recorded. In this case, 
birth and death can be proven with records in the population registry (Camkurt, 2011, p. 236). 
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However, for those who cannot be registered for death because their bodies cannot be reached 
as a result of natural disasters such as earthquakes or floods, or those who have not been heard 
from for a long time, this record can be reduced from the civil registry within the framework of 
special provisions in the Turkish Civil Code. The Turkish Civil Code stated that, except for death, 
it would end with the presumption of death and absence regulations. 

 

2.1. Absence  

Although it is not known whether the person is alive or not, if the person is in a situation 
where death is almost certain, there are suspicions that the person is not alive. If this situation 
lasts for a long time, it may cause problems, especially in terms of property rights  (Sarı Fidan, 
2023, s. 221). In Article 32 of the Turkish Civil Code; “If there is a strong possibility of the death 
of a person who is lost in danger of death or has not been heard from for a long time, the court 
may decide on the absence of this person upon the application of those whose rights depend 
on this death.” It contains the provision. In order for a decision of absence to be made about the 
person, there must be a very strong probability that it may suggest death about the person  
(Şahin, 2019, s. 252). For example, an application for a missing person's decision may be made 
as a result of reasons that first bring to mind death, such as the disappearance of a person as a 
result of an earthquake or flood, or not being able to reach the bodies of others on the crashed 
plane, but not the bodies of the missing person. Since the decision of absence is an uncontested 
judicial matter, those whose rights depend on this death (heirs, those who inherit together with 
the absent person, those who cannot participate in the inheritance due to absence, life 
insurance beneficiaries, the prosecutor's office, the state as the last legal heir, etc.  (Şahin, 2019, 
s. 255)) can appeal to the Civil Court of Peace after the periods specified in the law have expired.  

It is stated in Article 35 of the Turkish Civil Code that the personality of the absent person 
will come to an end with the decision of absence. However, since this decision does not give a 
legally binding date of death, in a sense, the person whose absence is determined is neither 
dead nor alive  (Sarı Fidan, 2023, s. 223). As a result of this, while the assets of the missing person 
pass to the heirs due to the decision of absence, a periodical guarantee is also required from the 
heirs due to the possibility of the missing person appearing one day2. 

 

2.2. Presumption Of Death 

If it is certain that the person is dead and there is no doubt about his death, a 
presumption of death is issued for the person and a death record is recorded in the person's 
civil registry upon the request of the relevant parties, in accordance with Article 31 of the Turkish 
Civil Code. The point to be considered here is that there is no doubt about the person's death. 
For example, it is impossible to identify the funerals on the plane that exploded in the air and 
fell into the sea, and it is also impossible for those on the plane to live  (Camkurt, 2011, s. 236). 
The person for whom the presumption of death is issued is considered dead from the date of 
the event, and all consequences of death become apparent with the issuance of the 
presumption. 

 

                                                           
2  According to Article 584 of the Turkish Civil Code, guarantee is given for five years in case of disappearance in 

danger of death, fifteen years in case of not being heard from for a long time, and probably for the period until the 
missing person reaches the age of one hundred. 
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3. What Relatives Of Those Lost In The Earthquake Should Do 

Although the presumption of death and absence are similar in terms of their reasons, 
they also have differences. In the presumption of death, there is no doubt about the death, but 
when the body cannot be reached, the doubt prevails in the decision of absence. For this reason, 
it is necessary to wait for a while before a decision of absence can be made, and due to the 
possibility of the disappearance, the assets are transferred to the heirs in return for providing 
collateral. It may be possible to grant a presumption of death to those who are missing due to 
the earthquake if their death is considered certain. However, since we know that although all 
the people living in the building died, there were earthquake victims who were taken alive from 
the same building days later, it would not be right to give a presumption of death as a result of 
the earthquake, even though the destruction was very heavy. If there are situations such as fire 
or flood in that building along with the earthquake and each event is evaluated individually, the 
presumption of death may be applied, but in terms of general evaluation, a decision of absence 
will be more appropriate. 

In this case, what the relatives of those who disappeared in the February 6, 2023 
earthquakes should do is to obtain a decision of absence as of February 6, 2024, one year 
following the earthquake. However, heirs can also request presumption of death because they 
will have access to rights such as inheritance more quickly as a result of the presumption of 
death. In this case, civil authorities should be expected to act to protect the rights of the missing 
person rather than the heir and not to issue a presumption of death. 

 

4. Things To Be Done In Terms Of Inheritance And Transfer Tax 
Legislation 

What the relatives of those who are missing as a result of the earthquake can do legally 
is stated above. When we consider the issue in terms of tax legislation, the tax law we encounter 
is the Inheritance and Transfer Tax Law. According to Article 1 of the Law; “The transfer of goods 
belonging to persons who are citizens of the Republic of Turkey and goods located in Turkey, 
through inheritance or in any way, without any consideration, from one person to another is 
subject to Inheritance and Transfer Tax”. In this case, the heirs of those who died in the 
earthquake or those for whom a presumption of death was issued or those for whom a decision 
of absence was issued will be liable for inheritance and transfer tax.  

The issue will be examined first in terms of those whose bodies were found, and then 
separately in terms of those for whom a presumption of death was issued and those for whom 
a decision of absence was issued.  

 

4.1. What To Do For Those Whose Bodies Were Found 

If the body of the deceased person is found as a result of the earthquake, the death 
decision about the deceased person will be recorded in the civil registry and the heirs will be 
able to take over the deceased person's assets. In this case, each heir will be liable for 
inheritance and transfer tax. As stated in Article 4 of the Law, each of them is obliged to pay 
inheritance and transfer tax on the remaining inheritance after deducting the exemption 
amount, as a result of the application of the 2023 tariff. However, according to Article 10/21-Ç 
of the Law No. 7440 on the Restructuring of Certain Receivables and Amendments to Certain 
Laws, published in the Official Gazette on March 12, 2023, these people are granted inheritance 
and transfer tax exemption (Bazı Alacakların Yeniden Yapılandırılması ile Bazı Kanunlarda 
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Değişiklik Yapılmasına Dair Kanun, 2023). For this reason, the relevant parties are required to 
submit declarations within the periods given in Article 9 of the relevant law, starting from the 
date the force majeure situation ends, but they are not required to pay taxes pursuant to the 
above-mentioned article. 

 

4.2. What To Do For Those Who Are Absent Or Presumed Of Death 

Since the result in case of a presumption of death will be the same as death, the heirs 
are obliged to submit the inheritance and transfer tax return within 4 months at the latest from 
the date of removal of the force majeure  (Maç & Jamali, 2000, s. 7-8). Again, since they are 
within the scope of the exemption introduced by Law No. 7440, they are not required to pay 
inheritance and transfer taxes. In case of a decision of absence, since the decision of absence 
will be applied due to suspicion of death, they must first wait one year following the date of 
suspicion of death. In this case, if a decision of absence is made as a result of applying to the 
court for absence on or after February 6, 2024, the declaration must be submitted within one 
month following the date of this decision, according to Article 9 of the Inheritance and Transfer 
Tax Law. Again, according to Law No. 7440, these people do not need to pay taxes since they 
have inheritance and transfer tax exemption. 

 

5. Conclusion & Evaluation 

The earthquakes that occurred in Kahramanmaraş on February 6, 2023, can be 
considered as the most significant disaster for our country in recent years. As a result, all our 
citizens have been directly or indirectly affected. Apart from those whose bodies have been 
recovered, the number of individuals whose status remains unknown, whether they are alive or 
not, is estimated to be significant. This situation has brought the concepts of "disappearance" 
and "presumption of death" to the forefront in the media and on social media. 

While there is a debate regarding which concept should be applied for individuals who 
cannot be reached after the earthquake, the presumption of death should be considered for 
those with a high probability of death, and if there is doubt about whether they are alive, a 
presumption of disappearance should be made. In cases where the earthquake is accompanied 
by incidents such as gas leaks, flooding, or fire in a collapsed building, it is expected that the 
presumption of death will be established through the local authorities, as the likelihood of 
survival for those individuals is low. If the mentioned circumstances do not apply, then a court 
decision for the presumption of disappearance is expected. 

In conclusion; making the decision on the presumption of absence or death should be 
made based on the concrete event. It should not be based solely on the geographical location, 
such as the province, district, neighborhood, or even street, but rather on the manner in which 
the buildings collapsed and the presence of other destructive events within the building. 
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Behaviourally Informed Policies: An Evaluation on Fiscal         
Policies in Türkiye 

 

Emre Özyerden1 
 
 
Abstract 

Instead of rough assumptions such as homo economicus regarding the economic behavior of 
people, the real characteristics of homo sapiens are revealed and theories based on these are 
produced as a result of behavioral economics studies,. These studies subsequently assist private 
institutions as well as public policy-making units in the policy-making phase. In addition to 
traditional policies such as taxation, subsidization, and prohibition, behaviorally informed 
policies also take their place in the toolbox of policy makers.  

In this study, the process of creating and implementing behaviorally informed policies is 
evaluated on the basis of sample practices and studies. In the first section of this paper, basic 
behavioral concepts that choice architects frequently consider in policy making are listed. In this 
section, the areas and ways in which these features can be applied are summarized within the 
scope of theoretical and applied studies and policy experiences. 

In the second section, behavioral policy units (nudge units) are evaluated in creating 
behaviorally informed policies. Behavioral policy units, pioneered by the Behavioral Insights 
Team in the UK, are units that provide assistance to public and private institutions in creating 
behavioral policies. In this section, country experiences of the nudge units and their behavioral 
policy examples, especially in fiscal policy, are listed. 

In the third section, Türkiye’s experience in micro-level behavioral fiscal policies and potential 
areas in terms of behavioral policy are presented. Davranışsal Aksiyon Takımı, established within 
the Ministry of Economy in 2017, is the first nudge unit of Türkiye, and it is followed by other 
nudge units within ministries. In this section, Türkiye’s experience on behavioral and mixed 
policies will be quantitatively evaluated. 

The main emphases of this study are as follows: First, it is presented that different behavioral 
approaches should be taken into consideration in different policy areas, and that it may not yield 
desired results to apply behavioral intervention in every field. In this regard, it is stated that the 
policy mix in appropriate areas should be evaluated along with a selective behavioral policy 
choice. Secondly, the need for a dynamic behavioral policy making that takes into account 
cultural differences, characteristics of the target audience and periodic changes in order to 
create the appropriate behavioral policy set is mentioned. This dynamic evaluation includes the 
collection and analysis of administrative data as well as the generation of behavioral inferences 
through field and laboratory experiments. Finally, the importance of a comprehensive public 
opinion survey and discussion for behaviorally informed policies is emphasized. 

 

Key Words: Behaviorally Informed Policies, Nudge, Behavioral Public Finance 
JEL Codes: D9, E7, H3 
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Public Acceptability of Congestion Charge at the Centre               
of Istanbul  
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Abstract 

Congestion pricing refers to the practice of internalizing the external costs that people impose on others 
via the implementation of Pigouvian taxes. In theoretical parlance, the concept of real congestion pricing 
pertains to the implementation of charges that escalate in proportion to the level of congestion, hence 
resulting in higher fees for vehicles as traffic intensifies. The objective of this research is to ascertain the 
level of acceptance of congestion pricing in the city of Istanbul. The data acquired from a survey including 
422 participants who reside in Istanbul and commute from work to home using either private vehicles or 
public transit offers significant insights into the study inquiries. Based on the research results, it has been 
found that there is a lack of widespread popular support for congestion pricing. There is a prevailing belief 
that those belonging to high-income brackets would have favorable outcomes as a result of this, whilst 
those in low-income brackets will encounter negative consequences and suffer unfavorable effects. 
Individuals without access to a personal mode of transportation exhibit a diminished level of confidence 
in the efficacy of the aforementioned application, in comparison to those who possess such means of 
transportation. The majority of participants expressed the belief that residents are unlikely to alter their 
driving behaviors, leading to a lack of success for the program. In the event of the implementation of 
congestion pricing, most participants anticipate that the generated revenue will be allocated towards 
enhancing public transport infrastructure.  
 
Keywords: Congestion pricing, public acceptability, survey 
Jel Codes: R48, R41, H23.  

 

1. Introduction 

The extensive use of motor cars facilitates individuals in attaining convenience and 
affluence; nonetheless, it sometimes results in the accumulation and overcrowding of urban 
traffic and roadways. Indeed, it is evident that losses might be incurred in relation to both 
temporal and fuel efficiency. Simultaneously, the increased vehicular density contributes to a 
heightened level of pollution per square meter, specifically in relation to environmental 
contamination, hence posing a threat to the well-being of local inhabitants. 

The road transport industry often fails to adequately incorporate the costs associated 
with transportation externalities into market pricing. That is, it is impossible to internalize the 
externalities associated with road transportation (Santos et al., 2010). 

Istanbul has 4.3 million registered automobiles for transportation as of 2020. 
Approximately 3 million automobiles are autos in this population. Compared to 2005 statistics, 
the values are 2.4 million and 1.5 million. The number of registered cars has increased 
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significantly. According to 2019 figures, 28% of greenhouse gas emissions come from 
transportation. Most of these emissions—99%—are from motor vehicles. For road safety, this 
city has higher death and injury accident rates than comparable metropolitan regions. In 2020, 
322 people died in road accidents. Traffic-related noise pollution affects 24% of the population 
at 55–69 dB (IBB, 2022). 

Thus, congestion pricing is discussed in the context of Istanbul's traffic congestion and 
the search for solutions. This study examines Istanbul's congestion pricing acceptance. 

 

2. Explanations on Congestion Charging and the Importance of Public 
Support 

In general, there are two approaches to resolving traffic congestion. The primary 
solutions consist of expanding road construction or optimizing the utilization of current 
infrastructure (Selmoune et al., 2020:1). 

The congestion pricing mechanism is an application of the economic demand law. Use 
of vehicles may be minimal when costs are high, or substantial when they are low. Congestion 
pricing, operating under the ceteris paribus assumption, will endeavor to offset the exogenous 
impacts that manifest during periods of heavy traffic volume (Aasness & Odeck, 2023:2). Two 
methods are possible for implementing congestion pricing. Cordon pricing encompasses the 
entrance fees for the areas encircling the city center, resembling an external chain. Charging 
based on varying entry and exit times is an optional feature of the application (Sorensen et al., 
2008:391). A second approach is congestion pricing based on area. The charges imposed on 
individuals entering and exiting a specific area are encompassed within this (Saruc, N. T., 
2008:53). Furthermore, the practice can be categorized as facility-based, encompassing specific 
roads, tunnels, and bridges, and distinguished by distance and time; alternatively, it can vary 
based on attributes including vehicle type, axle length, and weight (De Palma & Lindsey, 
2011:1381-1382). 

Political and social acceptance stands as a paramount obstacle to the successful 
implementation of congestion charging (Saruc, N. T., 2008:57-59). An instance of this can be 
seen in the canceled congestion charging referendum held in Edinburgh in 2005, which was 
attended by 74.4% of the population and was therefore unsuccessful (Gaunt et al., 2007:89). In 
a similar vein, the execution was met with a referendum-driven rejection in Manchester, 
England (Ministry of Transport, 2020:53). 

"Privacy concerns, equity and fairness concerns, complexity, and uncertainty" (Gu et al., 
2018:96) are the four key categories that comprise the literature on the social acceptability of 
congestion pricing. 

 

3. Cities that Implement Congestion Charging 

In 1975, Singapore became the inaugural municipality to implement congestion pricing. 
Singapore holds a significant position in the annals of literature due to its pioneering 
implementation of congestion pricing, which resulted in prosperous outcomes. In truth, after 
1975, the number of individuals entering the tolled zone decreased by 44% (Bhatt et al., 
2008:20-22).  

Congestion charging was implemented in London in 2003, imposing a 5 pounds toll for 
both entering and navigating within the charged area (Givoni, 2012:1089). Driving within the 



37th International Public Finance Conference / TR 190 

October 12 – 15, 2023, Antalya / Türkiye 

designated area from 07:00 to 18:00 Monday through Friday incur a fee. Residents residing 
within the assessed region are eligible for a 90% discount. Furthermore, special cases are eligible 
for a 100% discount (Transport for London, 2023). 

Following a six-month pilot period, it was implemented in Stockholm in 2006 with the 
primary objectives of mitigating traffic congestion and utilizing the generated revenues to 
enhance the environment and transportation infrastructure. Following the implementation of 
the trial, a 51% majority voted in favor of the scheme's permanence in a referendum; 
consequently, the scheme was declared permanent the following year (U.S. Department of 
Transportation, 2021). Pricing is subject to change based on the periods of highest daily traffic 
(Transport Styrelsen, 2022). 

The implementation of congestion pricing in the city center of "The Area C" in Milan was 
initiated as a measure to mitigate the environmental impact of motor vehicles and decrease 
pollution. This policy was proposed via a referendum in 2011, which established an 18-month 
trial period. Following the successful trial, congestion pricing has been permanently 
implemented since 2013. In the context of congestion pricing, which prioritizes environmental 
conservation, entry fee of 5 euros is levied during weekdays from 7.30 am to 7.30 pm in the 
designated area (Comune di Milano, 2023).  

Gothenburg implemented a congestion pricing scheme based on cordons in 2013. 57% 
of citizens, one year after the implementation of congestion charging, cast a negative vote when 
asked if it should continue following the elections the following year. Nevertheless, the practice 
persisted due to the absence of a viable substitute for the acquired resource (West & Borjesson, 
2020:149). 

Authorities in New York State have declared that congestion pricing will be enforced in 
the Manhattan region beginning in the spring of 2023. Indeed, the initial proposition regarding 
this matter was put forth by the mayor in 2007, yet it has been persistently delayed throughout 
the years (Meyersohn, 2023). 

 

4. Methodology and Results of Analysis 

This study examines public acceptance of congestion pricing in central Istanbul. Istanbul 
residents aged 18 and older are the study's main participants. Istanbul has an estimated 15.4 
million people, of whom 11.5 million are 18 or older, according to TUIK (2023) address-based 
population data for 2022. This study's sample size was determined by the table. According to 
Yazıcıoğlu and Erdoğan (2004: 50), a sample size of 384 is considered representative for a 
population of one million or more, with a 5% sampling error. The number of individuals included 
in the research sample is 422. 

According to 29.5% of respondents, transportation is the most significant issue in 
Istanbul. 59.3% of respondents recommended that the revenues generated from congestion 
pricing be allocated to public transportation services. Congestion pricing would fail, according 
to 47.5% of respondents, because individuals would not alter their transportation practices. 

The outcomes of the Chi-Square Test are provided to ascertain whether demographic 
characteristics influence the validity of the statements concerning the effectiveness of 
congestion pricing.  Based on the findings of the Chi-Square Test, the H0 hypothesis, which posits 
that there is no distinction between the independent variables and the dependent variable, is 
rejected when the p value is below 0.005. This results in the determination, with a 95% 
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confidence interval, that a statistical difference exists between the groups (Gürbüz & Şahin, 
2018: 251).  

Statistically significant differences were observed among the respondents who 
expressed the belief that congestion pricing would be effective in relation to various factors. 
These factors include education (p=0.003<0.005), income (p=0.000<0.005), distance in 
kilometers between home and work (p=00.1<0.005), time in minutes between home and work 
(p=007<0.005), car ownership status (p=0, 000<0.005), means of transportation between home 
and work (p=0.003<0.005), and allocation area of the collected revenues (p=0.002<0.005). 

Regarding the duration of travel time incurred throughout the whole journey from one's 
residence to the workplace and back, those whose travel time exceeds one hour have a higher 
inclination towards seeing congestion pricing as a potentially successful measure compared to 
those whose travel time falls within the range of 16 to 60 minutes. 

In relation to the distance covered in kilometers between their residence and workplace, 
those who commute 10 km or less each day are inclined to hold the belief that congestion pricing 
would not yield desirable outcomes. Conversely, individuals who travel 31 km or more are more 
prone to see congestion pricing as an effective measure. 

There exists a disparity in income groups regarding their perceptions of the effectiveness 
of the cost. Individuals with an income ranging from 25,001 to 50,000 liras tend to hold the belief 
that the fee will have limited efficacy. Conversely, those with an income between 50,001 to 
75,000 liras, as well as those earning over 75,001 liras, are inclined to see the fee as more 
impactful. 

Those who own a privately-owned car exhibit a favorable inclination towards the 
efficacy of congestion pricing, while those without vehicle ownership express a pessimistic 
stance on the effectiveness of congestion pricing. 

Regarding the modes of transportation used for commuting between one's home and 
workplace, those who rely on private cars exhibit a favorable inclination towards the 
effectiveness of congestion pricing. Conversely, individuals who utilize public transportation or 
shuttle services express a positive inclination towards the ineffectiveness of congestion pricing. 

 

5. Conclusion 

Congestion pricing, a policy measure that has been used in several urban centers like 
London, Singapore, and Milan, has had several positive outcomes. These include a decrease in 
traffic congestion, an improvement in air quality, a reduction in traffic accidents, and a decrease 
in travel times for public transportation. The primary impediment to the implementation of 
congestion charge measures is in the realm of social and political approval. Historically, the 
execution of the initiative has been postponed because of limited public approval in urban areas 
such as Edinburgh and Manchester. 

This study examines the perspectives of Istanbul residents regarding congestion pricing, 
a potential solution to the city's traffic woes, which are prevalent in most major metropolitan 
areas. The information gathered from a survey of 422 Istanbul residents who commute by 
private vehicle or public transit to and from work offers significant insights into the study 
questions.  Social acceptability is low, tolls are not regarded as equitable, and their ability to 
reduce traffic is questioned, according to the findings. The prevailing viewpoint among those 
who hold the view that tolling lacks effectiveness is that it will not induce a transformation in 
the way individuals navigate through traffic. Consensus regarding the efficacy of congestion 
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pricing is held by those who, in general, spend more time in traffic and make more trips, have 
higher incomes, own a car or commute to work or home by private vehicle, and are active drivers 
in traffic, according to the remaining findings. 
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Descriptive Literature Review On The Laffer Curve 
 

Hasan Hüseyin Aleçakır1  Zeynep Karal Önder2 
 

 

Abstract 

The aim of this study is to examine postgraduate theses on the Laffer curve in terms of methods 
in the local and foreign literature to create a new perspective, idea, and space for further studies 
to be carried out in Turkey. The curve, which shows the correlation between tax rates and tax 
revenue in a concave shape, is called the Laffer curve in the economics literature. The Laffer 
curve argues that each increase in the tax rate due to the positive correlation between the tax 
rate and tax revenue, up to the optimal tax rate, will increase tax revenue. It states that the 
increase in the tax rate in the area called the deterrent zone after the optimal tax rate will cause 
a decrease in tax revenues due to the negative impact it will have on the welfare level, 
unemployment, and economic growth. The difficulty of calculating the optimal tax rate has 
always made the shape and existence of the Laffer curve controversial. Along with these 
discussions, the Laffer curve explains the effects of tax policies on welfare, employment, and 
economic growth; it continues to be used as an important tool in the literature through various 
models, tests, and analyses. In this study, the objective is to obtain insight from the existing 
literature in order to perform an intertemporal or simultaneous analysis of the relationship 
between macro variables and tax policies in Laffer curve studies on tax policy in Turkey. In this 
context, document analysis, one of the qualitative data collection methods, will be used to 
achieve the aims of the study. Descriptive analysis will be performed with the collected data. In 
this direction, a total of 51 postgraduate theses were examined, including seventeen theses 
accessed from the National Thesis Centre by searching for the phrase "Laffer Curve" and 34 
theses accessed from the ProQuest database with the restriction of having full-text access in 
English and the phrase "Laffer Curve" in the abstract section, and a descriptive analysis was 
carried out. As a result, studies of the Laffer curve in Turkey and abroad show similarities in 
terms of subject and purpose. The least squares method is mostly used for Laffer-curve 
calculations in the studies conducted in Turkey, whereas the Dynamic Stochastic General 
Equilibrium Model (DGSE) and the Overlapping Generational Model (OLG) were used in the 
foreign literature. In this context, it is possible to gain new perspectives on tax policy by using 
different methods in the Laffer curve calculations for Turkey. 
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Comparison of Income Groups in Türkiye in Terms of             
Human Capital Expenditure Ratios 
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Abstract 

Inequality in income distribution is an important socio-economic problem faced by many 
countries today. Although it is accepted that a more equal income distribution will contribute to 
social peace, there are also opinions that an unequal income distribution is inevitable and 
necessary to ensure economic growth. In this context, the concept of human capital, which is 
one of the factors used to explain inequalities in income distribution, is of great importance. 
Individuals can become more educated, healthier and more capable as a result of certain 
expenses. These expenditures have a direct impact on income distribution by increasing 
individuals' incomes. The aim of this study is to compare the human capital expenditures of 
households in terms of income groups. Method In this study, 2019 data of "TUIK Household 
Budget Statistics Micro Data Set" was used. Income is based on household annual disposable 
income and these households are divided into 5% income groups. Human capital expenditures 
were determined as the sum of education, health and culture expenditures by using the 
literature. One-way ANOVA method was used to see whether the share of human capital 
expenditures in total household expenditures differs significantly between income groups. 
Findings According to the preliminary findings, the average human capital expenditure rate of 
the 1st income group was only 2.65%, while the human capital expenditure average of the 20th 
income group was 12.73%. While the averages vary between these figures, there is a serious 
break after the 16th income group. According to the one-way ANOVA results, it was observed 
that the human capital expenditure averages of the lowest income groups began to differ 
statistically significantly at the p < 0.001 level, starting from the averages of the 12th income 
group and above. Results Preliminary findings indicate that not only the level of human capital 
expenditures of low-income groups is lower than that of higher-income groups, but also the 
human capital expenditure rates are lower. Human capital expenditures increase the 
employment opportunities of individuals and enable them to be employed in higher-income 
jobs. According to the results of the research, the inability of low-income households to spend 
sufficient human capital will not reduce the existing income inequality, but will increase these 
inequalities in favor of high-income households. 
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The Impact of Natural Disasters on Debt Sustainability:         
How Can Costs Be Managed?  

 

Şebnem Tosunoğlu1 

 

 

Abstract 

Natural disasters are natural events that generally threaten people's lives and can cause serious 
loss of life and injuries, but can also have many devastating effects through different channels 
such as infrastructure losses, environmental effects, psychological effects and economic effects. 
Natural disasters can have major impacts in terms of economic costs. These costs may vary 
depending on the type of disaster, the economic structure of the affected region and the level 
of disaster preparedness. It can be said that economic costs will create a significant pressure on 
public finances and affect the sustainability of public expenditures, public revenues and public 
debt. Elimination, repair and reconstruction of the negative effects of natural disasters can be 
costly in terms of public finances. Large amounts of financing may be required, especially for the 
reconstruction of damaged areas. In addition, increased search and rescue costs, emergency aid 
supplies and financing of temporary shelter facilities will also be important cost sources. In 
combating disasters, governments' disaster-related contingent liabilities are also potential 
expenditure items that increase public expenditures. Because when a disaster occurs, 
contingent liabilities turn into actual expenses. Natural disasters also negatively affect the local 
economy with factors such as business closures, agricultural losses, and decline in tourism, 
causing losses in public revenues.  

With the increase in public expenditures and the decrease in public revenues, the additional 
financing needed for post-disaster reconstruction and repair can be provided through internal 
or external borrowing. Meeting additional financing needs through borrowing may lead to an 
increase in the government debt burden and additional difficulties in the debt repayment 
process for many developing countries. Financial difficulties caused by natural disasters will also 
affect the credit rating of the state, creating an additional difficulty in public borrowing. If 
governments have not made preliminary preparations to cover possible costs arising from 
natural disasters, this will pose great risks to public finances. For this reason, it is important to 
carefully consider the financing mechanisms of natural disasters.  

In this study, the financial burdens created by post-disaster aid, reconstruction and 
rehabilitation for developing countries will be discussed and, among the alternative financing 
sources that can be used in financing these, the issues of debt and sustainability will be 
emphasized. In the study, both short and long-term financial effects of borrowing in financing 
the negativities caused by natural disasters will be evaluated for developing countries, and the 
importance of debt sustainability will be emphasized so that governments can reduce the effects 
of natural disasters and adjust their fiscal areas efficiently. For this purpose, natural disaster 
financing strategies in selected developed countries with a large impact of natural disaster 
damages on total GDP will be compared. Thus, the benefits and risks of borrowing will be 
evaluated by revealing how different countries use borrowing in combating disasters. At the 
same time, the sustainability of debt strategies and their impact on financial stability will also 
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be evaluated. Descriptive analysis method will be used in the study. This method involves 
describing data related to the financing of natural disasters and analyzing them using basic 
statistics, graphs and tables. The analysis will help explain the distribution of key financing 
sources, damage costs, public expenditures and other relevant data. In addition, descriptive 
analyzes will be discussed comparatively for selected developing countries. Countries to be 
included in the evaluation; These are countries where the incidence of natural disasters and 
economic losses are high. Post-disaster recovery and financing strategies will be analyzed by 
evaluating the countries' financing difficulties, international aid opportunities, debt 
restructuring processes and borrowing strategies through the examples discussed. 
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Analysis of the Relationship Between Budget Deficit and 
Balance of Payments in Türkiye (1975-2020) 
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Abstract 

Today, budget and current account deficits are among the most critical problems of most developed and 
developing countries. This situation, defined as a twin deficit in the literature, is analysed within the 
framework of different views. These views are the Traditional Keynesian view that causality is from the 
budget deficit to the current account deficit, the current account targeting view where the causality is 
reversed from the current account deficit to the budget deficit, the Feldstein-Horioka Hypothesis that 
there is bidirectional causality between the budget deficit and the current account deficit, and the 
Ricardian Equivalence Hypothesis that there is no relationship between the budget deficit and the current 
account deficit. The study aims to analyse the relationship between the budget deficit and the current 
account deficit in Turkey from 1975 to 2020 within the scope of structural breaks. For this purpose, unit 
root tests with structural breaks, cointegration tests with structural breaks and causality tests were 
applied. The findings determined a long-term relationship between the budget deficit, current account 
deficit and interest in Turkey. Additionally, it was concluded that there is a one-way causality relationship 
between the current account deficit and the budget deficit and interest and a bidirectional causality 
relationship between the budget deficit and interest. Therefore, it can be stated that the view of current 
account targeting was supported in Turkey in the relevant period. 

 
Keywords: Budget deficit, Current account deficit, Co-integration, Causality, Türkiye 
JEL Codes: C32, E62, H62 

 

1. Introduction 

Due to the increasing functions of states over time, there are increases in public 
expenditures. Expenditures are basically financed through tax revenues. In addition to tax 
revenues, states also finance public expenditures through borrowing. If the expenditures are 
higher than the revenues obtained, budget deficits occur. When external borrowing is used 
mainly to finance the resulting budget deficits, this situation causes problems in terms of 
balance of payments and the budget deficit problem. Because the high amount of foreign debt 
necessitates sufficient foreign exchange inflow to the country for debt service, governments are 
expected to have a foreign trade surplus in this case. Policies must be followed to reduce imports 
and increase exports to achieve a foreign trade surplus. However, reducing the import level is 
expected to lead to economic stagnation, which means blocking the entry of raw materials and 
capital goods. At the same time, reducing imports may be impossible due to multilateral trade 
agreements. On the other hand, increasing exports in the short term is not easy in practice 
because it requires a specific production infrastructure and competitiveness. At this point, 
countries can intervene in the market through the exchange rate to create a trade surplus. 
Because the depreciation of the national currency and the increase in the value of the exchange 
rate will make imports expensive, thus reducing imports and making exports attractive. 
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However, since the rise in the exchange rate causes an increase in interest payments due to high 
external borrowing, it can pressure the budget. Based on this, the study aims to analyse the 
relationship between budget deficits and the balance of payments in Turkey from 1975 to 2020 
with the help of structural break cointegration and causality tests. 

 

2. Budget Deficit and Balance of Payments 

Budget deficits, among the most critical problems of countries today, are mainly 
financed by taxes. In cases where tax revenues are insufficient, borrowing is resorted to. Fiscal 
expansion through budget deficits causes a current deficit as domestic total demand increases 
imports of foreign goods and services. The increased demand for loanable funds to finance the 
budget deficit causes domestic interest rates to rise. International capital movements, capital 
inflows with flexible exchange rates, and the subsequent domestic currency appreciation may 
reduce net exports and cause a current account deficit (Afonso et al., 2022). The necessary 
amount of foreign currency must be provided to reduce the current account deficit. For this, the 
foreign trade account, which has a dominant share in the balance of payments, must have a 
surplus. To achieve a foreign trade surplus, imports must either be reduced or exports 
encouraged. Both of these situations are challenging in practice. Apart from this, foreign 
exchange rates that directly impact foreign trade can be intervened to create a foreign trade 
surplus. However, this will cause an increase in interest payments due to the already large 
amount of foreign debt, which will cause a budget deficit (Ataç, 2013: 234). 

In theory, experiencing the budget and current deficits simultaneously is referred to as 
a twin deficit by Feldstein (1986) (Helmy, 2018: 328). The literature examines the relationship 
between the budget deficit and the current account deficit through four different views (Afonso 
& Opoku, 2023: 1391-1392). The first of the views is the Traditional Keynesian view explained 
within the framework of the Mundell-Fleming Model. This view states that an increase in the 
budget deficit will have a negative impact on the current account deficit. In the Mundell-Fleming 
Model, a flexible exchange rate regime is valid. Therefore, in a flexible exchange rate regime, an 
increase in the budget deficit increases aggregate demand and also causes an increase in 
domestic real interest rates. The rise in interest rates attracts foreign capital, causing the 
domestic currency to appreciate and causing the current account balance to deteriorate due to 
the deterioration of the import-export balance (Salvatore, 2006: 706-707). The second view is 
the current account targeting view by Summers (1998). Accordingly, the direction of causality is 
from the current account deficit to the budget deficit. A deterioration in the current account 
balance leads to economic growth, which subsequently causes a decline in the budget balance 
(Xie & Chen, 2014: 96). The third view suggests that the causal link between the budget deficit 
and the current account deficit is somehow related to the degree of international capital 
mobility and the Feldstein and Horioka (1980) puzzle (Marinheiro, 2008: 1042). This view states 
that there is a bidirectional causality between the budget deficit and the current account deficit. 
The last view is the Ricardian Equivalence Hypothesis developed by Barro (1989). Accordingly, 
budget deficits do not affect the economy. To provide debt financing, economic units believe 
that the tax burden will increase in the future and increase their savings in line with the amount 
of debt (Tokatlıoğlu & Selen, 2019:187). Therefore, units perceive the increase in the budget 
deficit as the postponement of high taxes to the future. As a result, the Ricardian Equivalence 
Hypothesis assumes no causal relationship between the budget deficit and the current account 
deficit. 

Turkey has faced budget and current account deficit problems since the 1980s, when 
the open growth model was adopted. The budget deficits and current account deficit 
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experienced in the 1994 crisis and the 2001 crisis were seen as the causes of the crisis. Although 
fiscal discipline was tried to be achieved in the budget after the 2001 crisis, it is seen that the 
current account deficit is on an increasing trend. The global financial crisis in 2008, the trade 
wars in 2018 and the COVID-19 process effective in 2020 were the reasons for the decrease in 
the current account deficit (Bolat et al., 2011: 348; Erer, 2022: 1297).  

 

2.1. Literature Review 

Many studies in the literature examine the relationship between budget deficit and 
current account deficit. These studies mostly used analyses such as cointegration analysis, least 
squares method and causality analysis. Some of the studies support the Keynesian theory 
(Roubini (1988), Ay et al. (2004), Lau & Tang (2009), Bolat et al. (2011), Sahoo & Das (2012), 
Trachanas & Katrakilidis (2013); Xie & Chen (2014); Erer ( 2022), Afonso et al. (2022)), some 
studies present the current account targeting view (Anoruo & Ramchander (1998), Kim & Kim 
(2006), Baharumshah et al. (2006), Yay & Taştan (2007), Magazzino (2012), Helmy (2018), 
Afonso & Coelho (2021), Afonso & Opoku (2023)), some studies include the Feldstein-Horioka 
view (Utkulu (2001), Bose & Jha (2011), Shastri (2019), Banday & Aneja (2021). )) and some 
studies support the Ricardian Equivalence Hypothesis (Ahmed (1987), Feldstein (1992), Roy & 
Gupta (2013), Atılgan et al. (2022)). Some studies have obtained different results even though 
they studied the same countries and country groups. This is because of the difference in the 
method used, the variables taken as a sample, and the time interval. The study differs from other 
studies in that it uses the cointegration test that considers structural breaks in Turkey and 
considers a broader period. 

 

2.2. Analysis and Findings 

Within the scope of the study, it aims to analyse the relationship between the budget 
deficit and the current account deficit in Turkey, considering structural breaks. For this purpose, 
firstly, the stationarity of the series was tested with the ADF unit root test and then with the 
Zivot-Andrews (1992) unit root test, which is a unit root test with structural breaks. According 
to the findings, according to the ADF unit root test, the budget deficit, current account deficit 
and interest rate are first-order stationary. In the unit root test with structural breaks, the 
hypothesis that it contains a unit root in the presence of structural breaks is not rejected, and it 
is concluded that there is a unit root. 

Then, cointegration analysis with structural breaks, which takes structural breaks into 
account and was developed by Gregory and Hansen (1996), was applied. According to the 
findings, it was concluded that there is a long-term cointegrated relationship between the 
variables. 

After determining the long-term relationship between the variables, causality analysis 
was applied to determine the direction of the relationship. The Granger causality analysis 
determined a one-way causality relationship between the current account deficit and the 
budget deficit. The findings show that the view of current account targeting was supported in 
Turkey from 1975 to 2020.  

In addition, according to the applied variance decomposition analysis, while the current 
account deficit is mainly affected by the budget deficit, the budget deficit is affected more by 
the current account deficit. The interest rate is affected by both the current account deficit and 
the budget deficit. These results support the findings obtained in the causality analysis. 
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3. Conclusion 

The study aimed to analyse the relationship between the budget deficit and the current 
account deficit in Turkey in the 1975-2020 period in the presence of structural breaks. According 
to the findings obtained within the scope of the study, the hypothesis that the variables used in 
the model contain unit roots in the presence of structural breaks was rejected, and it was 
concluded that they were stationary at their level values. Then, according to the Gregory-Hansen 
structural break cointegration test, it was concluded that the variables moved together in the 
long run. According to the findings of the causality analysis applied to determine the direction 
of the relationship, there was a unidirectional causality from the current account deficit to the 
budget deficit and the interest rate. In contrast, a bidirectional causality relationship was found 
between the interest rate and the budget deficit. Finally, according to the findings of variance 
decomposition analysis, it was concluded that the budget deficit was mainly affected by the 
current account deficit and the interest rate was affected by both the budget and the current 
account deficit. These findings also support the conclusions of causality analysis. 

As a result, it can be stated that the view of current account targeting was supported in 
Turkey in the relevant period. Policies aimed at reducing the current account deficit and 
achieving a high growth rate have been followed in Turkey, especially in recent years. However, 
when we look at Turkey's foreign trade structure, it is seen that the main reason for the current 
account deficit is the foreign trade deficit. For this reason, imports in Turkey need to be reduced. 
However, considering that the dominant share in import items is the import of intermediate 
goods and raw materials, it is necessary to reduce foreign dependency by realising domestic 
production. Channelling expenditures within the scope of the budget to these areas is essential 
in the long term in combating both the budget deficit and the current account deficit. 
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Abstract 

The study's primary purpose is to explore the impact of Value Added Tax and Excise Tax on 
poverty. Panel data analysis, which allows the use of both unit and time data, was used as a method in 
the study. In this context, panel data analysis was carried out based on 24 OECD countries and the time 
between 2004-2017. Before analyzing the established model, various tests were carried out to decide 
which model was suitable. In this context, analysis was carried out with the random effects model due to 
the F test, Breusch Pagan LM test, and Hausman test. According to the analysis results as the share of 
Excise Tax in GDP increases by one unit, the poverty level decreases by 1.28%. On the other hand, there 
is no statistically significant difference between VAT and poverty rate. 
 
Key Words: Excise Tax, Value Added Tax, Poverty 
Jel Codes: H20, I32, I38, P43 

 

1. Introduction 

Poverty can define as low income and deprivation of various elements such as 
employment, housing, health, education, and social life. Tax policy is one of the main tools states 
can use to against poverty and income inequality. There is a very close connection between the 
subject of tax and tax justice. While some argue that it would be fairer to levy taxes on income 
and wealth, the leading solvency indicators, some say that expenditures are more effective than 
income.  

Taxes levied on expenditures can adversely affect income and wealth distribution 
through progressive and reflective mechanisms. Consumption taxes are not a viable means of 
income generation to improve the poverty situation. Therefore, taking measures to minimize 
the distorting effects of redistribution policies would be a more appropriate policy for 
expenditure taxes. In this context, policies such as low taxes on compulsory goods, applying 
different tax rates to various goods and services, and using high tax rates on luxury consumption 
goods with low demand elasticity, may limit the adverse effects of expenditure taxes. 

This study was conducted to examine the effect of indirect taxes on poverty. The scope 
of the study consists of OECD countries. When the studies on OECD countries in the literature 
are examined, it is seen that public expenditure items are generally taken into account in terms 
of poverty. Therefore, in this study, it is aimed to examine the effect of indirect taxes on poverty.  
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2. Concept of Poverty 

Poverty has not always been expressed or perceived as the opposite of rich. Different 
conditions, such as a person's declining position in life, being unprotected, being excluded from 
society, or being sick, were also perceived as poverty. They define poverty as monetary 
deprivation that began with the spread of the commercial economy (Başkaya & Ördek, 2008: 
1368-1369). Rowntree defines the concept of poverty as the food, clothing and shelter required 
for a person's physical survival, etc. defined as not having enough income to meet their needs 
(Rowntree, 1901: 86). Sen defined poverty as the inability to reach a certain skill level and 
emphasized that public policy is essential in preventing talent inequality (Sen, 1983: 168). The 
report published by the World Bank in 1990 dealt with poverty mostly in monetary terms and 
defined people below a certain income level as poor (World Bank, 1990: 26). The United Nations 
Development Program (UNDP) has removed poverty from being a monetary phenomenon and 
identified mandatory elements for human development. These elements consist of lifelong 
health, a creative life, an average standard of living, self-confidence, and dignity. UNDP defined 
deprivation of these elements as poverty (UNDP, 1990: 9-10). 

 

3. Effect of Indirect Taxes on Poverty 

When we look at the taxes collected on expenditures in general terms, we mostly 
encounter Value Added Tax (VAT) and Excise Tax (ET). The primary purpose of adopting and 
widely using VAT is that it is low-cost, provides high revenue, and has a strong auto-control 
mechanism. Since the ability to reflect this tax, which provides essential economic activities for 
states, is very strong, it generally remains on the consumer, thus negatively impacting lower-
income groups (Akdoğan, 2017: 292). Special consumption taxes aim to reduce inequalities in 
tax distribution by making indirect taxes progressive. These taxes, concentrated on luxury 
consumer goods, especially in underdeveloped countries, can reduce income distribution 
imbalances. However, on the other hand, high tax rates on goods not included in the expenses 
of high-income segments will not significantly reduce the income of these segments, so its 
impact on income distribution and poverty may remain limited. In this case, the tax will reduce 
the demand for luxury goods, mostly among people in the middle-income group. (Taylar, 2010: 
446-447). 

Taxes on expenditures, especially VAT, are powerful revenue-generating mechanisms 
for states. For this reason, although there is an increasing trend in countries towards taxes 
collected on expenditures, the negative impact of these taxes on redistribution and poverty can 
be relatively alleviated if the income obtained from these taxes is transferred to the segments 
in need through social transfer expenditure or social security mechanisms (Alavuotunki et al. 
2019:491) 

States are turning to indirect taxes to reduce the tax burden on income and capital and 
increase economic growth. In this context, it is thought that taxation of individual earnings 
negatively affects productivity and, thus, economic growth. However, although this 
understanding is acceptable in terms of growth, it does not eliminate the fact that in economies 
where income imbalances and poverty are high, low-income households will be the financiers 
of growth (Durkaya, 2015: 9). Therefore, expenditure taxes have a positive effect on economic 
efficiency and a negative effect on tax justice efficiency. Therefore, to ensure tax justice and 
economic efficiency together, income and expenditure taxes should be applied according to the 
countries' economic conditions (Sağbaş and Saruç, 2010: 214). 
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4. Methodology of Studies 

In this study, it is aimed to examine the effect of indirect taxes on poverty in OECD 
countries. The sample of the study consisted of 24 OECD countries with data suitable for 
analysis. The time period of the study consists of the years 2004-2017. Panel data analysis was 
used as a method in the study. The hypotheses determined within the scope of the study are as 
follows: 

H1: ET has an impact on the poverty rate. 

H2: VAT has an impact on the poverty rate. 

The variables in the model used in the study were inspired by the studies on poverty and 

the share of indirect taxes in gross domestic product was added to the factors affecting poverty. 

In this context, the models and variables used to examine the effect of indirect taxes on poverty 

as follows: 

 

PHRit = β0it + β1 GDP it + β2 Infit + β3 Giniit + β4  Ln(IPC)it + β5 URit+ β6 (ET)it + β7 (VAT)it 

 

PHR: Poverty Rate (5.50$ Head Count Rate) 

GDP: Gross Domestic Product Growth Rate  

Inf: Consumer Price Index (2015 Base Year Index) 

Gini: Gini Coefficient  

IPC: Income Per Capita 

UR: Unemployment Rate 

ET: Excise Tax (% GDP) 

VAT: Value Added Tax (% GDP) 

 

Before analyzing the impact of taxes on expenditures on poverty, F, LM, and Hausman 

tests were conducted to decide on model selection. As a result of these tests, it concluded that 

the fixed effects model (FE) is consistent with the random model (RE). 

After the model determination tests, heteroscedasticity, autocorrelation, and cross-

section dependence tests were performed. As a result of the Wald test for heteroskedasticity 

testing, it concluded that there was a heteroscedasticity problem in the model. Durbin-Watson 

and Baltagi-Wu tests were applied to test whether there was autocorrelation in the model. As a 

result of the tests, it was determined that there was also an autocorrelation problem in the 

model. Finally, Pesaran-CD, Friedman, and Frees tests were performed to test cross-sectional 

dependency in the model. As a result of these tests, it was concluded that there was cross-

sectional dependence in the model. In this context, in addition to the fixed model estimator (FE), 

the model was also estimated with the Drisccoll-Kraay (DK) method, which is one of the effective 

prediction methods against deviations since it includes cross-section, heteroscedasticity, and 

autocorrelation problems. 

 

5. Results and Conclusion 

The estimation results of the effects of indirect taxes on the poverty rate are given in 

Table 1. 
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Table 1. Effects of Indirect Taxes on Poverty 

DEPENDENT VARIABLE PHR (5,50$) 
 Unit=24 Time=14 Number of Observation=336 

Variables 1 2 3 4 5  6 (FE) 7(DK) 

C 3,639 47,597 36,540 131,325 112,372 130,146 130,146 

GDP 0.021
6*** 
(0,70) 

-0,053** 
(-2,09) 

-0,053** 
(-2,14) 

0,015 
(0,64) 

0,019 
(0,82) 

0,011 
(0,48) 

0,011 
(0,38) 

Inf 
 

 
-9,720*** 
(-13,21) 

-9,233*** 
(-12,66) 

-4,178*** 
(-4,84) 

-5,456*** 
(-5,28) 

-5,253*** 
(-5,23) 

-5,253*** 
(-6,15) 

Gini 
  

0,0279*** 
(3,94) 

0,022*** 
(3,55) 

0,019*** 
(3,08) 

0,204*** 
(3,30) 

0,204*** 
(3,48) 

Ln (IPC) 
   

-11,322*** 
(-8,93) 

-8,899*** 
(-5,33) 

-10,214*** 
(-6,29) 

-10,214*** 
(-3,66) 

UR 
   

 
 

0,091** 
(2,22) 

0,076** 
(1,88) 

0,076 
(1,58) 

ET 
     

-1,286*** 
(-4,84) 

-1,286** 
(-2,64) 

VAT 
     

-0,191 
(-1,25) 

-0,191 
(-0,78) 

R2 0,212 0,361 0,391 0,516 0,524 0,566 0,566 

Statistical Significance Levels: *0.05<p<0.10 **0.01<p<0.05 ***<0.01. The values in parentheses show 

the t statistic. 

 

Analyzes made to estimate the impact of VAT and ET on poverty are included in Table 1. 
According to the results of two different estimation methods, there is no statistical significance 
between growth and poverty rate. Poverty rate: It is statistically significant at the 5% level with 
the Gini coefficient and at the 1% level with the Ln(IPC) coefficient, and the coefficient signs of 
these significances are in line with expectations. Accordingly, a one-unit increase in the Gini 
coefficient increases the poverty level by 0.20%, while a 1-unit increase in Ln (IPC) reduces the 
poverty rate by 10.21. While there is no significance between the unemployment and poverty 
rates in the DK method, there is a significance level of 5% in the FE method. The coefficient sign 
between inflation and poverty rate is negative, and is statistically significant at the 1% level. 

ET, generally collected on goods and services demanded by high-income people, is 
expected to affect poverty positively. According to the analysis results, the coefficient sign 
between ET and the poverty rate is negative, as expected, and statistically significant at the 1% 
level. Accordingly, as the share of ET in GDP increases by one unit, the poverty level decreases 
by 1.28%. VAT is expected to have a distorting effect on the poverty rate. According to the 
analysis results, there is no statistical significance between VAT and the poverty rate. Therefore, 
while the hypothesis "H1: ET has an impact on the poverty rate" was accepted, the hypothesis 
"H2: VAT has an impact on the poverty rate" was rejected. 
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Abstract 

In this study, an index methodology has been developed to compare the tax 
performance of a country over a certain period with other macroeconomic, demographic, 
sociocultural, financial, and technological indicators. The stages of the developed index 
methodology are based on mathematical modeling. The methodology developed in the study 
was applied to the provincial level of Türkiye. The findings show that the index score provides 
appropriate results for evaluating a country's tax performance in static and dynamic terms and 
can be used as an indicator in future empirical studies. 
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1. Introduction 

Measurement of tax performance is a continuous process to determine the extent to 
which the goals and objectives of tax policy are achieved.  Establishing an appropriate 
methodology for ensuring the continuity of this process, collecting, analyzing, and interpreting 
sufficient data will play an important role in shaping fiscal policies and developing strategies and 
programs. A review of the literature reveals that different approaches are used to measure tax 
performance (Frank, 1959; Bird, 1964; Tait et al., 1979; Tanzi, 1981). Most of the studies in the 
literature are not based on the calculation of an index but on the acceptance and evaluation of 
some tax indicators as indices (Leuthold, 1991; Stotsky & WoldeMariam, 1997; Teera & Hudson, 
2004; Gupta, 2007). Therefore, the motivation of this study is to develop a methodology that 
can reveal the tax performance of a country or a region over a certain period of time in the form 
of an index score. 

 

2. Methodology 

Index methodology includes a set of rules or criteria that govern the construction, 
calculation, and maintenance of an index. With these characteristics, index measurement is a 
continuous process. Ensuring this continuity leads to the need to establish an index 
methodology. The aim of this study is to develop a methodology that can reveal a country's tax 
performance over a given period of time in the form of an index score. Some studies in the 
literature suggest that tax performance can be measured as an index (Bunescu, 2015: 45; 
Allahverdi & Alagöz, 2023: 75).  
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In index studies in the literature, sub-indexes are generally determined and measured 
for the target index (Al, 2018: 60; Machova & Kotlan, 2013: 169; Macek & Murin, 2020: 230; 
Bunn & Asen, 2021: 52). Creating sub-indexes is used as a technique to integrate large amounts 
of heterogeneous data in a compact way (Söylemez & Varol, 2020: 124). The tax performance 
indicators to be determined in the study will constitute the sub-indexes of the tax performance 
index (TPI), which is the target index. 

 

2.1. Methodology Steps 

In this study five step methodology based on a mathematical model was applied, 
consisting of a selection of variables, data organization, normalization of data, data combining 
and creation of sub-indexes, and finally revealing the main index. 

1. Step: Selection of variables 

This study uses the tax performance indicators shown in Table 1. 

 
Table 1: Variables Used in Tax Performance Index Calculation 

 
 

Data for all variables are formulated at the province level for Türkiye. All data are used 
for the period 2008-2021. 

2. Step: Data organization 

Data received from official institutions were formulated at the province level according 
to the variables. All of the data were used for the years 2008-2021.  The total number of data 
used is 4536. 

3. Step: Normalization of data 

In this study, the data of the variables were normalized according to the min-max 
method. This method converted the values to positive and 0-1 range in the presence of 
heterogeneous structures and outliers. Accordingly, the data of the variables were normalized 
with the following equations: 

a) If the effect of the values on the index is positive; 

 𝑆𝑖𝑐
𝑡 =  

𝑋𝑖𝑐
𝑡  − 𝑚𝑖𝑛𝑐𝑋𝑖

𝑡

𝑚𝑎𝑥𝑐𝑋𝑖
𝑡 − 𝑚𝑖𝑛𝑐𝑋𝑖

𝑡 
  (1) 

b) If the effect of the values on the index is negative; 

 𝑆𝑖𝑐
𝑡 =  

𝑚𝑎𝑥𝑐𝑋𝑖
𝑡 − 𝑋𝑖𝑐

𝑡   

𝑚𝑎𝑥𝑐𝑋𝑖
𝑡 − 𝑚𝑖𝑛𝑐𝑋𝑖

𝑡  (2) 

where 𝑋𝑖𝑐
𝑡  signifies the value of the i-th indicator for the c-th city at time t. Accordingly, 

the data of all variables took normalized values in the range of 0-1. Here, if the normalized value 
of a data is 0, it will represent the worst performance and if it is 1, it will represent the best 
performance. In the analysis, tax revenue share, tax collection rate and tax burden variables are 

Index Sub-Indexes Variables 

Tax Performance Index 

(TPI) 

Tax Revenue Share Index (TRSI) Tax Collection/Total Tax Collection 

Tax Collection Rate Index (TCRI) Tax Collection/Tax Base 

Tax Burden Index (TBI) Tax Collection/GDP 

Tax Gap Index (TGI) (Tax Base – Tax Collection)/GDP 
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normalized according to Equation (1) and tax gap variable is normalized according to Equation 
(2). 

4. Step: Data combining and creation of sub-indexes 

The inverse Euclidean method was be applied to combine the normalized data. This step 
aims to create two different sub-indices, one variable-based and one period-based (annual). 

 𝑉𝑐
𝑡 = 1 −  

√(1−𝑆𝑖𝑐
𝑡

1
)2+ (1−𝑆𝑖𝑐

𝑡
2

)2+⋯+ (1−𝑆𝑖𝑐
𝑡

𝑛
)2) 

√𝑛
 (3) 

where 𝑆𝑖𝑐
𝑡  signifies the normalized value of the i-th indicator for the c-th city at time t.  

5. Step: Creating of Tax Performance Index 

In the last stage, the tax performance index is calculated by averaging the annual-based 
sub-indexes calculated by Equation (3). 

 𝑇𝑃𝐼𝑐 =
𝑉𝑐

𝑡
1+ 𝑉𝑐

𝑡
2+,…,+𝑉𝑐

𝑡
𝑛

𝑛
 (4) 

where 𝑉𝑐
𝑡 signifies the annual-based sub-indexes value of the c-th city at time t.  

 

3. Findings 

According to the analysis, Türkiye's average province-level tax performance index for 
2008-2021 is as follows. 

 
Table 2: Turkey's Provincial Tax Performance Index Score (2008-2021, average) 

 
 
Table 2 shows that the province with the highest tax performance index score is Istanbul 

with 0.624, followed by Kocaeli, Izmir, Mersin and Ankara. The province with the lowest tax 
performance index score is Van with 0.16. The mean score of all provinces is 0.28. Türkiye's 34 
provinces are above and 47 provinces are below the calculated mean score. 

 
 
 
 
 

Rank 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17

Provinces İstanbul Kocaeli İzmir Mersin Ankara Hatay Bursa Tekirdağ Rize Zonguldak Samsun Edirne Trabzon Kahramanmaraş Kayseri Tunceli Eskişehir

TPI 0,624 0,519 0,468 0,375 0,373 0,367 0,341 0,335 0,326 0,311 0,310 0,309 0,308 0,308 0,304 0,298 0,298

Rank 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34

Provinces Elazığ Karabük Balıkesir Aksaray Ağrı Çanakkale Bingöl Bayburt Denizli Isparta Manisa Çankırı Çorum Konya Bitlis Gümüşhane Kastamonu

TPI 0,296 0,295 0,294 0,291 0,290 0,289 0,287 0,287 0,286 0,285 0,285 0,285 0,284 0,284 0,283 0,283 0,282

Rank 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51

Provinces Malatya Artvin Ardahan Kırıkkale Karaman Giresun Burdur Muş Siirt Bartın Gaziantep Erzincan Kütahya Erzurum Ordu Antalya Sinop

TPI 0,279 0,279 0,279 0,278 0,278 0,277 0,276 0,276 0,275 0,273 0,272 0,270 0,270 0,270 0,267 0,267 0,265

Rank 52 53 54 55 56 57 58 59 60 61 62 63 64 65 66 67 68

Provinces Tokat Afyonkarahisar Kırşehir Uşak Adıyaman Muğla Batman Niğde Diyarbakır Bolu Amasya Kars Sakarya Osmaniye Nevşehir Şanlıurfa Adana 

TPI 0,261 0,260 0,260 0,259 0,255 0,254 0,253 0,253 0,253 0,252 0,252 0,249 0,246 0,246 0,246 0,242 0,240

Rank 69 70 71 72 73 74 75 76 77 78 79 80 81

Provinces Aydın Yalova Kırklareli Bilecik Şırnak Yozgat Sivas Iğdır Mardin Hakkari Kilis Düzce Van

TPI 0,237 0,233 0,231 0,229 0,221 0,216 0,213 0,211 0,207 0,189 0,186 0,183 0,160

Above mean

Below mean
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Table 3: Descriptive Statistics of Tax Performance Index 

 
 
The developed index provides both dynamic and static results. To demonstrate the 

dynamism, the index score is calculated for the years 2008-2021. Accordingly, while the lowest 
average index score of the provinces in Turkey was in 2011, it was found that the performance 
increased towards the last years, but the performance gap between provinces widened.  

 

4. Results 

This paper develops a feasible methodology based on a mathematical model to measure 
a country's tax performance as an index score. This index provides both dynamic and static 
results. According to the findings of the study, when the tax performance index is constructed 
with the right indicators, it allows for positive analyses that include objective evaluations. 
According to these results, revealing the current performance will lead to determining the 
extent of existing deviations to improve performance, understanding the causes of these 
deviations, and making future decisions to evaluate and modify them to achieve better results.  

The results contribute to the literature by providing a generalized performance 
assessment from the specific to the general in an inductive approach. On the other hand, the 
resulting index score can be used to derive normative results that can be used in statistical 
analyses. 
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Universal Basic Income Approach and Its Applicability in 
Türkiye: An Evaluation from Fiscal Policy Perspective 

 

Mehmet Güneş1  Emine Kızıltaş Uzunali2 

 

 

Abstract 

The aim of this study is to make determinations and develop suggestions to increase certainty 
in taxpayer rights during the application for conciliation and to ensure that the tax and penalty 
revenues accrued as a result of conciliation are transferred to the treasury as soon as possible. 
In the justification for the establishment of the post-assessment reconciliation institution, which 
was included in Turkish tax law with Law No. 205 in 1963; The aim is to reduce the workload of 
the judiciary by ensuring legal security and transferring tax and penalty revenues to the treasury 
as soon as possible. This study investigates whether the provisions regarding application and 
payment periods in conciliation are sufficient to achieve the said objectives in the Tax Procedure 
Law No. 213, in the light of the principles of non-contradiction of provisions and administrative 
consistency in terms of law-making technique. In this research, a survey was conducted in 
Antalya province as the primary source and the results were analyzed.  

In addition to the general literature review on the subject, reconciliation practices in England, 
the United States, France and Germany were examined and compared with the practice in 
Turkey. As a result of the findings; In order to ensure the collection of taxes and penalties 
accrued as a result of the reconciliation, it is thought that if the payment period requirement is 
not complied with, it will be considered as a "violation of the agreement", which will affect the 
deterrence of tax penalties and the behavior of taxpayers and will contribute positively to the 
collection. If the agreed tax and/or penalty amounts are not paid on time, resetting the tax and 
penalty amounts will create payment pressure as it will increase the risk factor for the taxpayer. 
Simultaneously within thirty days from the notification of the tax and penalty notice; Applying 
for conciliation by the taxpayer or the penalty addressees, provided that the right to request a 
reduction in penalties, conciliation and filing a lawsuit is reserved, will be mandatory and the 
first way, not optional, and this will eliminate the "optional chaos".  

As a result, the revenues of the tax administration will increase, complexity will be prevented, 
certainty in the use of taxpayer rights will increase, and the workload of the judiciary will 
decrease. In addition, by ensuring that finalized receivables are relieved of the burden of follow-
up, the abuse of the right granted to taxpayers or penal recipients will be prevented, and the 
reconciliation institution will be given a collection-based structure. Regarding the application 
period requirement included in the Annex 1 provision of the Tax Procedure Law and the relevant 
reconciliation regulation; In our legislation where tax complexity is high, the tax and/or penalty 
notice is notified to the taxpayer or penalty addressee simultaneously, apart from the normal 
payment; There are three rights: reconciliation, reduction of penalties and the right to appeal 
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to the judiciary. In the rights process that we define as "optional chaos", it is thought that it 
would be appropriate to first regulate the way of conciliation with the administration as a 
mandatory and first way, otherwise it will be considered as an administrative authority violation, 
and if an agreement is not reached, legal action should be taken, taking into account the 
freedom to seek rights. Therefore, disputes that go to court, which is a difficult, expensive and 
troublesome method in terms of tax costs, will be reduced further and will be resolved in most 
administrative stages. The cases referred to the judiciary will be resolved within a reasonable 
time, which is the basis of the right to a fair trial. Additionally, the judicial body will examine 
other case files closely and make a fair decision within a reasonable time, taking into account 
the time value of money in tax revenues, and this will further strengthen the situation.  

Regarding the payment period requirement included in Annex 8 of the Tax Procedure Law and 
the relevant pre- and post-assessment reconciliation regulations; Considering the reason for the 
enactment of the relevant law, it is thought that there should be a disruptive time requirement 
for payment of agreed tax and penalty amounts, as in other administrative solutions in line with 
the principles of "inconsistency of provisions" and "administrative consistency" to ensure 
consistency in similar works and transactions of the administration. Since the relevant provision 
of the said law is far from the reason for its introduction and negatively affects the subsequent 
stages of the administrative process, a disruptive time requirement should be imposed in the 
payment of the agreed tax and penalty amounts, not just accrual and delay interest. In this 
context, failure to pay the tax and penalty amounts accrued as a result of the reconciliation on 
time should be considered as a "violation of agreement" and the tax and penalty amounts should 
be converted to their original state. Thus, at the point of achieving the desired financial goals 
without compromise; By preventing the abuse of taxpayer rights and ensuring payment 
pressure, the reconciliation institution will cease to be an accrual-based institution and will have 
a collection-based structure. Based on the principles of justice and legality in taxation, it is 
thought that the collection-based structure will directly increase public resources and have 
positive effects on the state budget, which is our common wallet. 

 

Keywords: Optional Chaos, Consensus Violation, Inconsistency of Provisions, Administrative 
Consistency, Taxpayer Rights. 
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Corporate Social Responsibility in Global Reporting Initiative 
Standards and Taxation 

 

Gülşen Gedik1 

 

 

Abstract 

Corporate Social Responsibility (CSR) is a strategy for corporate business which beneficial and 
ethic value for community. The aim of the CSR is enable to economic, social and environmental 
sustainability and has become an important factor in corporate decision- making after years of 
shareholder-centric thinking. According to European Commission “CSR is the responsibility of 
enterprises for their impact on society”.  But CSR is not a range of additional activities that a 
company adopt. Rather, it is a way of carrying out its core activity which recognize the company’s 
responsibility to society as forming part of the business environment. CSR must be distinguished 
from corporate philantrophy such as donations to charitable or community causes, which 
relates to the distribution of profits rather than to the manner in which they are earned.  CSR 
considered four categories as a environmental responsibility, human rights responsibility, help 
responsibility and economic responsibility.  

The application of CSR to tax issues has not received so much attention but this beginning to 
change. Whereas commercial transactions can be varied in a large number of ways to support 
CSR objectives by far the most significant variable for tax relates its amount. As a result the major 
issues that arise in attempting to apply CSR principles to taxation concern those actions that can 
reduce the liability: Tax avoidance and tax planning.  Another issue about relation between CSR 
and taxation is GRI Tax Standards. Most companies comply with the Standards and we have to 
follow developments in this context. 

 
Key Words: Corporate Social Responsibility, Tax, GRI  
Jel Code: K34, K00, M4 

 

1. Introduction 

In recent years considerations of corporate social responsibility (CSR) have come to play 
a significant part in decision making process within companies (Williams, 2007:10).Corporate 
social responsibility (CSR) is defined as a strategy that the company will implement for activities 
that add ethical value and benefit society. Its aim is to ensure economic, social and 
environmental sustainability, and it has begun to become an important factor in the decision-
making bodies of companies years after the shareholder-oriented approach. CSR is not an 
additional activity carried out by a company, but it is the company's continuing activities within 
the scope of a responsibility that is beneficial to society. However, this responsibility should be 
treated differently than donations to charities or charitable groups. Corporate social 
responsibility (CSR) has become an important factor in corporate decision- making after years 
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of shareholder-centric thinking. For example, in August 2019 the Business Roundtable, an 
organization of CEOs of leading American companies, updated its statement on the purpose of 
a corporation to shift from a shareholder focus to a stakeholder focus.  

 

2. CSR and Taxation 

According to the KPMG Survey of Sustainability Reporting 2020, 80 percent of the largest 
5,200 companies analyzed in 52 countries report on their CSR. Many companies and 
stakeholders recognize the shift toward incorporating traditional CSR topics, such as the 
environment, employee initiatives, product safety, and community partnerships, in decision-
making. It is less clear how, or even whether, tax fits into CSR. (DeMatte vd. 2021: 63). The 
argument seems to be that paying taxes is a cost that reduces corporate profits and this 
negatively impacts the value of the shares. (Avi Yonah, 2014:28). Should Corporations Pay Tax? 
The usual understanding of this question relates to the debate on whether there should be a 
corporate tax. Many observers have recently criticized the corporate tax and some have 
defended it. CSR activities are costly and that firms will counteract the resulting decline in profits 
by other adjustments in behaviour. Such responses may relate to input choices, pricing 
strategies or the extent to which reported and actual activities diverge. They may also involve 
illegal behaviour like the non-observance of labour regulations, environmental restrictions, 
liability rules or tax laws. We consider a widespread behavioural adjustment, namely tax 
avoidance. There is ample evidence that firms try to (legally) avoid taxes by appropriate transfer 
pricing policies, making suitable location choices or exploiting loopholes in tax law. (Goerke, 
2018: 2).That is an issue which has been debated intensively in the mostly empirical literature 
on tax avoidance behaviour of firms which undertake CSR activities. Specifically, we enquire 
whether socially responsible firm behaviour and tax avoidance activities are complements or 
substitutes. In the former case, more socially responsible firms will avoid taxes to a greater 
degree, resulting in a positive correlation between CSR activities and tax avoidance. In the latter 
case, the correlation is negative and CSR firms will avoid lower amounts of taxes than firms 
pursuing no CSR objectives. The policy relevance of knowledge about this relationship is obvious. 
If CSR is welfare-enhancing and CSR and tax avoidance are substitutes, fostering socially 
responsible behaviour by firms will yield a kind of double dividend because tax avoidance 
declines simultaneously. (Goerke, 2018:2).  

 

3. GRI Standards 

The GRI Standards represent global best practice for reporting publicly on a range of 
economic, environmental and social impacts. Sustainability reporting based on the Standards 
provides information about an organization’s positive or negative contributions to sustainable 
development. The GRI Standards is a modular system of interconnected standards. Three series 
of Standards support the reporting process: the GRI Universal Standards, which apply to all 
organizations; the GRI Sector Standards, applicable to specific sectors; and the GRI Topic 
Standards, each listing disclosures relevant to a particular topic. Using these Standards to 
determine what topics are material (relevant) helps organizations to achieve sustainable 
development (https://www.globalreporting.org). Discussions of taxes in corporate sustainability 
reports also provide mixed evidence on the importance of tax payments in a CSR context. 
International organizations like the GRI seek to influence CSR activities by issuing guidelines for 
sustainability reporting. The GRI gıuidelines recommend that firms provide detailed information 
on tax payments because what is “frequently desired by users of sustainability reports is the 

https://www.globalreporting.org/
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organization’s contribution to the sustainability of a larger economic system.,  How firms jointly 
choose the extent to which they engage in CSR and tax avoidance likely reflects how engaging 
in one activity affects the costs and benefits of the other. If firms view paying taxes in the same 
way they view CSR activities, then the two activities act as complements. While CSR includes a 
multitude of aspects, the payment of taxes is usually not associated with it. This is exemplified 
by the documents from which the definitions quoted above stem: They do not deal with 
taxation. However, in recent years this neglect has been criticized and suggestions have been 
formulated to incorporate the payment of taxes according to the spirit and not only the letter 
of the law into the definition of CSR. This is also reflected in the addition of information 
requirements relating to tax payments and tax strategies in the Global Reporting Initiative (GRI) 
G4 Sustainability Reporting Guidelines and the DOW Jones Sustainability Index. These 
developments suggest that the incentives to pay taxes differ for firms which pursue a CSR 
objective, in comparison to their purely profit-maximising counterparts.(Goerke, 2018:1). 

 

4. Tax at Sustainability Reports in GRI Standards  

Sustainability reporting is voluntary in the United States and in many other countries, 
and companies that elect to report on their CSR activities choose whether to adopt a set of 
standards such as the GRI disclosure standards. Compliance with a reputable framework, such 
as the GRI standards, can lend credibility to a company’s sustainability report. Although this tax 
standard, then, is not mandatory for any company, those choosing to report under the GRI 
framework will need to follow its stipulations. The development of this particular tax standard 
and its content reveal the current thinking of GRI leadership and stakeholders regarding how 
taxes fit into the world of sustainability reporting (DeMatte vd, 2021: 69). GRI guidance on 
sustainability recommends that companies that carry out more socially responsible activities 
pay more taxes (Nunez, Nunez, 2019:45).  

 

5. Conclusion 

From an immediate pandemic response to long-term challenges, citizens rely on 
governments to react to threats to society at large while maintaining other spending programs. 
Regardless of whether tax is viewed as an integral part of CSR, governments will continue to 
need tax revenue to fulfill their obligations to citizens. The trend toward including CSR in 
corporate decision-making could point to a more widespread adoption of the view that paying 
tax is socially responsible. If the traditional view of a disconnect between tax and CSR continues 
to lose relevance, companies will need to react to this challenge, for instance, in terms of tax 
risk management and reporting. We look forward to future developments in this area(DeMatte, 
Hardeck, Inger, Moore, 2021: 71). 
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and Gig Economy 
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Abstract 

“Sharing” and “GIG” economies are among the most used terms in the business world today. 
Broadly speaking, it describes a market in which workers are paid by an online company based 
on informal short-term contracts for the performance of a specific task or project. Over the past 
decade, the GIG economy has revolutionized the way people do business and brought about a 
fundamental shift in the functioning of the national and international economic system. The 
advantages of working in the gig economy are related to flexibility. More specifically, barriers to 
market entry are low, regardless of personal skill set, anyone can easily find a career in the GIG 
economy. Another advantage is that it allows individuals to adjust their work-life balance. This 
is possible due to flexible working hours, where the worker has the opportunity to work at any 
time he wants. Interestingly, if working hours are flexible enough, it will allow the employee to 
reach a better standard of living by giving the opportunity to work from anywhere in the world. 
The growth of GIG economy platforms leads to the transfer of activities, transactions and related 
payments previously carried out in the informal cash economy to digital platforms where they 
are recorded electronically, and this presents significant opportunities for tax administrations. 
In this context, tax administrations aim to develop compliance strategies to include the taxable 
income obtained by an increasing number of taxpayers through such platforms into their own 
tax revenues. On the other hand, some activities carried out through these platforms may not 
always be detected by tax administrations or may not be reported by taxpayers themselves. This 
is because, with the development of the GIG economy, there is a transition to individual service 
delivery that will not be subject to third-party reporting, unlike traditional service contracts. 
These developments carry risks of disrupting competition with traditional businesses and 
reducing declared taxable income. However, given the facilitating effect of internet platforms 
on a global scale in "sharing" and GIG economy transactions, reporting rules imposed by 
countries locally will have a limited impact. For this reason, international cooperation between 
tax administrations becomes important in terms of taxing platforms operating simultaneously 
in more than one jurisdiction. The study will examine the current status of international 
information exchange activities carried out under the leadership of the OECD in the taxation of 
GIG economies operating in more than one jurisdiction and aiming to facilitate the taxation of 
these activities. The study will generally benefit from OECD and European Union reports and 
academic sources published in this field. 

 

Keywords: International taxation, Information Exchange, Gig Economy 
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The Comparison of the Valuable Housing Tax with the Greece 
and France Practices and the Proposal of a Model 
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Abstract 

Valuable Housing Tax in Turkey is a wealth tax that became law in 2019 and started to be 

implemented in 2021. The purpose of the valuable property tax is to tax wealth in accordance 

with the principle of taxation according to financial power. 

In 2022, the share of Valuable Housing Tax in total tax revenues is very low, at 16 per hundred 

thousand. The tax in question constitutes 0.2% of the Property Tax. The low share of Valuable 

Housing Tax in tax revenues may indicate that the tax is not implemented effectively. The main 

reason for this may be that the subject and liability of the Valuable Housing Tax cannot be 

determined well. 

The low share of Valuable House Tax in total tax revenues can be explained by the fact that the 

subject of the tax is limited, house values do not reflect the real value, and houses above the 

threshold value are considered for taxation instead of total houses. 

In France, a tax like the valuable property tax applied when the total of people's properties 

exceeds a certain limit is applied. The property tax calculated from this tax is deducted. Thus, 

double taxation is eliminated by the offset method. In Greece, A base formed by summing the 

value of all properties is used and all real estate is subject to progressive tax. 

The aim of the study is to introduce a new wealth tax, the Valuable Housing Tax; The aim is to 

examine the tax in terms of its subject and taxpayer and to investigate why the income obtained 

from the tax in question remains low in total tax revenues. In the study, a new Valuable Housing 

Tax proposal for Turkey is presented based on the examples of Greece and France. 

 

Keywords: Wealth Tax, Property Tax, Valuable Housing Tax 
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Evaluation of Public-Private Partnerships (PPPs) Practices for 
Enhancing Disaster Preparedness 

 

Abdurrahman Taraktaş1 
 

 

Abstract  

The state bears the responsibility of ensuring the security of society and maintaining public order. 
Disasters that threaten the lives and properties of the public, disrupting societal order, prompt the state's 
responsibility to manage these disasters. Moreover, the state should provide necessary resources for 
disaster preparedness and to tackle the destructive consequences of disasters. This includes conducting 
risk assessments, formulating essential strategic plans, and establishing collaboration and coordination 
among stakeholders. The state must ensure effective communication and coordination among 
stakeholders such as foreign states willing to provide aid, public institutions, local governments, civil 
society organizations, volunteer groups, and the private sector. Disaster management supported by 
accurate planning and coordination involves taking effective measures in disaster preparedness, 
responding swiftly to emergencies, and managing the recovery process following a disaster. This study 
primarily investigates the rationale behind the establishment of Public-Private Partnerships (PPPs) for 
disaster preparedness. Subsequently, it analyzes successful PPPs examples in disaster management and 
attempts to identify key factors contributing to their effectiveness. The study also evaluates the main 
challenges and limitations that PPPs practices created for disaster preparedness might encounter. 
Additionally, the paper provides recommendations for decision-makers and stakeholders to establish and 
sustain successful PPPs. 

 
Keywords: Disaster Management, Public-Private Partnerships, Disaster Preparedness, Strategic Planning 
JEL Codes: L32, Q54, H12 

 

1. Introduction 

Disasters encompass a broad spectrum, ranging from earthquakes and floods to 
epidemic diseases and climate-related events. When preparing for and combating the 
consequences of disasters, states may encounter a range of challenges and limitations, such as 
limited financial resources and expertise, bureaucratic complexities, coordination difficulties, a 
focus on short-term political goals, and the integration of new technologies. This underscores 
the importance of collaborative approaches. Public-Private Partnerships (PPPs), leveraging the 
strengths of both the public and private sectors, hold significant potential to substantially 
enhance efforts in disaster preparedness. 

Public-Private Partnerships (PPPs) offer numerous advantages in disaster management. 
Firstly, they enable a more comprehensive and integrated approach by bringing together 
different expertise, resources, and networks from both sectors. Secondly, they facilitate 
interaction between the private sector's innovation and efficiency and the regulatory 
frameworks and institutional capacities of the public sector. Thirdly, PPPs allow for the sharing 
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of risks and costs, thereby reducing the financial burden on governments. Lastly, inter-sector 
collaboration promotes knowledge sharing, capacity building, and mutual learning. 

 

2. Role of Public-Private Partnerships (PPPs) for Enhancing Disaster 
Preparedness 

The inevitability of an increase in the frequency and impact of natural disasters emerges 
when factors such as climate change, ecosystem degradation, and a growing population 
combined with unplanned urbanization. Traditional approaches relying solely on government 
resources have proven insufficient to address the complex challenges arising from these events. 
Public-Private Partnerships (PPPs) have emerged as a promising solution that combines the 
strengths of both sectors to enhance disaster resilience. The increased intensity of natural 
disasters is anticipated as a consequence of climate change. Numerous scientific articles related 
to the Katrina Hurricane and other catastrophes have emphasized the need for governments to 
develop a collaborative framework that mobilizes private and public resources through a 
networked management system to address large-scale disasters. 

In the international arena, the primary United Nations document aimed at reducing 
disaster risk, the Hyogo Framework for Action (UNISDR, 2005), recommended the establishment 
of Public-Private Partnerships (PPPs) to enhance the engagement of the private sector in 
reducing key risk factors contributing to disasters. Countries worldwide are increasingly 
embracing policy frameworks highlighting the importance of partnerships for resilience against 
disasters. Following the Hyogo Framework for Action, the Sendai Framework for Disaster Risk 
Reduction (UNDRR, 2015), released during the Third UN World Conference on Disaster Risk 
Reduction in 2015, designated National Platforms as critical stakeholders. These Platforms aim 
to understand and prevent country-level hazards related to disasters and emergencies, enhance 
community awareness and resilience, ensure the continuity of risk reduction efforts, and 
integrate risk reduction into plans, policies, and programs at every level. 

Recognizing the crucial connection between public and private sector resilience, there 
emerges an opportunity to explore their interactions before, during, and after a disaster. In 
many cases, the services and products required by local communities’ post-disaster are the 
same as those routinely distributed within these areas. Understanding that local distribution 
networks might suffer post-disaster, the infrastructural support and supply chains underpinning 
local operations become vital components in bolstering national resilience.  

Given the contractual nature of these interactions, it is clear that public agencies are 
seeking to protect the public’s interest by obtaining a certain level of risk sharing, accountability 
and transparency (Bloomfield, 2006). While these agreements are effective in spelling out the 
expectations for a certain project, contracts do not guarantee performance, much less effective 
performance during disasters. For example, the execution of contracts for services like 
evacuation often calls upon contractors to quickly mobilize large numbers of vehicles. During 
the 2008 hurricane season, contracts were reported to have failed due to inability of contracted 
partner to deliver the vehicles needed by the client. Since the 2005 hurricane season, there has 
also been a tremendous amount of research on the topic of resilience (Stewart et al., 2009). 

The UNISDR's publication titled "Living with Risk: A Global Review of Disaster Reduction 
Initiatives" (2004) delineates key domains for the Disaster Risk Reduction (DRR) framework, 
comprising the following areas: 

i. Risk awareness and assessment, encompassing hazard analysis, vulnerability/ 
capacity analysis. 



37th International Public Finance Conference / TR 223 

October 12 – 15, 2023, Antalya / Türkiye 

ii. Knowledge development involving education, training, research, and information. 

iii. Public commitment and institutional frameworks, inclusive of organizational 
structures, policy development, legislative measures, and community engagement. 

iv. Application of measures such as environmental management, land-use and urban 
planning, safeguarding critical facilities, application of science and technology, 
partnership and networking, and financial instruments. 

v. Early warning systems integrating forecasting, dissemination of warnings, 
preparedness measures, and responsive capacities. 

This comprehensive framework offers a structured approach to disaster risk reduction 
by addressing multiple dimensions including risk evaluation, education, community 
involvement, application of specific measures, and establishing effective early warning systems. 
These fields of action provide a roadmap for stakeholders, policymakers, and communities to 
enhance preparedness, response, and mitigation strategies in the face of disasters. 

The United States, as illustrated on a dedicated FEMA website, frequently establishes 
county and city-based public-private partnerships primarily focused on pre-disaster planning. 
Their core objectives revolve around fortifying business and service continuity in disaster 
response and recovery. These partnerships strive to foster systematic engagement and strategic 
information exchange among public and private stakeholders. While often instigated by 
government-affiliated entities such as local authority emergency management offices, these 
collaborations typically entail the appointment of multi-sector administrative bodies and 
specialized personnel to oversee and facilitate their operations (Bajracharya et al., 2012). 

 

3. Conclusion 

Disaster management programs encompass an intricate web of institutional 
interconnections, involving national and local government bodies, businesses, private sector 
associations, non-governmental organizations, volunteer groups, academic institutions, media 
outlets, and foreign funding agencies. Consequently, the coordination among these diverse 
organizations poses a significant challenge for stakeholders involved in disaster response and 
preparedness efforts. Collaborative efforts between public and private entities have 
demonstrated effectiveness in mitigating the loss of life and property during disasters. These 
partnerships are instrumental in implementing measures for disaster risk reduction, fostering 
public awareness, and formulating strategic response plans. 

The Turkey Disaster Risk Reduction Platform was formed in alignment with the United 
Nations International Disaster Risk Reduction guidelines, encompassing the 2005-2015 Hyogo 
Framework Action Plan and later the 2015-2030 Sendai Disaster Risk Reduction Framework. To 
effectively function, the platform should adopt a multi-stakeholder approach, engage sub-
working groups, and extend financial and technical support to innovative practices centered on 
public-private collaborations. 

 
 
 
 
 



37th International Public Finance Conference / TR 224 

October 12 – 15, 2023, Antalya / Türkiye 

References 
 

Bajracharya, B., Hastings, P., Childs, I. & McNamee, P. (2012). “Public-private partnership in 
disaster management: A case study of the Gold Coast”, The Australian Journal of 
Emergency Management, 27(3), 27-33. 

Bloomfield, P. (2006). “The challenging business of long-term public-private partnerships: 
reflections on local experience”, Public Administration Review, 66(3), 400. 

Stewart, G. T., Kolluru, R., & Smith, M. (2009). “Leveraging public-private partnerships to 
improve community resilience in times of disaster”. International Journal Of Physical 
Distribution & Logistics Management, 39(5), 343-364. 

UNISDR. (2004). Living with risk: A global review of disaster reduction initiatives. United Nations 
Publications. 

UNISDR. (2005). Hyogo framework for action 2005–2015: Building the resilience of nations and 
communities to disasters. The United Nations International Strategy for Disaster 
Reduction: Geneva, Switzerland. 

UNDRR. (2015). Sendai framework for disaster risk reduction 2015–2030. United Nations Office 
for Disaster Risk Reduction: Geneva, Switzerland. 

 

 

 



37th International Public Finance Conference / TR 225 

October 12 – 15, 2023, Antalya / Türkiye 

 

Disaster Management in Local Governments: Current            
Findings and Future Research Trends  
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Abstract 

This study analyzes the trends of disaster policies by examining scientific studies on disaster 
management in local governments through bibliometric analysis. Scientific studies on disaster 
management in local governments in the last thirty years were obtained from the Web of Science 
database and examined with the help of VOSviewer and Biblioshiny software. Within the framework of 
the findings obtained in the study, disaster management, governance, vulnerability, climate change, and 
resilience appear to be the main themes underlying the studies included in the sample. To carry out 
disaster management studies effectively, local governments should determine a road map covering pre- 
and post-disaster periods by including all local stakeholders in disaster management processes in a more 
coordinated manner. In addition, more empirical research is needed on effective planning and budget 
management issues in disaster management in local governments, aimed at eliminating possible disaster 
risks and solving problems that arise in case of disaster. 

 

Keywords: Local Governments, Municipalities, Urban Management, Disaster Management, Risk 
Management, Bibliometric Analysis 

Jel Codes: C02, H7, Q54 

 

1. Introduction 

Most of the world's population (around 60%) lives in large cities, and the number of 
migrants deciding to settle in urban centers is increasing every day. In addition, cities are 
increasingly confronted with the risks posed by climate change, water-air and soil pollution, 
natural disasters, epidemics, unregulated migration, urban poverty, etc. These increasing 
problems and possible disaster risks in cities have obliged governments and local 
administrations to produce new policies for the solution of problems and disaster risk 
management. In this context, concepts such as eco-city, green city, resilient city, and sustainable 
city have started to be discussed both in academic literature and local public policies. 

The aim of this study is to reveal the conceptual development and trends of disaster 
management by examining scientific studies on disaster management in local governments 
through the bibliometric analysis. In the study, bibliometric analysis method was used to achieve 
this objective. In this context, scientific studies on disaster management in local governments in 
the last thirty years were obtained from the Web of Science database and analyzed with the 
help of VOSviewer and Biblioshiny software. In this study using the bibliometric analysis method, 
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descriptive findings were first obtained from the bibliometric data obtained and then visual 
maps were created with the scientific mapping method. 

 

2. Methodology 

In line with the aim of the study, relevant keywords related to disaster management in 
local governments were identified and searched in the Web of Science database and the studies 
obtained were examined with the help of bibliometric analysis. As a result of the search in the 
Web of Science (WOS) database for the determined keywords (local government, local 
governance, municipal government, municipality, municipalities, city government, country 
government, regional government, provincial government, local administration, state 
government; municipal budget, financial management, public finance, public budget; disaster, 
earthquake, disaster management, risk management, disaster policies, disaster planning, 
disaster risk management, disaster risk reduction, disaster assessment), a total of 807 studies 
published in English between 1991-2023 were reached. The title, keywords and abstracts of 
these studies were first analyzed and those outside the context of the study were eliminated. 
Then, descriptive findings were obtained for the remaining 420 studies. Then, the studies in the 
database were visualized with the scientific mapping method used in bibliometric analysis. 

 

3. Findings 

Studies in this field have increased over the years in the period covering the years 1991-
2023. The studies reached the highest point, especially in 2021. The annual growth rate of the 
studies carried out was obtained as 11.21%. Sustainability, Disaster Prevention and 
Management, Jamba-Journal of Disaster Risk Studies, Disasters, and Environment and 
Urbanization are the journals that produce the most publications in this field. 1035 authors 
produced publications in this field and Shaw R. was identified as the author who produced the 
most publications. Van Niekerk D. and Takeuchi Y. were the next authors. Kyoto University, 
College London University, and Northwest University are the universities that produce the most 
publications in this field. The countries where the most publications were produced were USA, 
Japan, and England. The common point of these countries is that they frequently face natural 
disasters. It was observed that the number of publications produced from Türkiye is quite low. 
Although it is seen that the most used words in the studies have increased over the years, it is 
seen that the word “management” has the highest increase. The word that followed it was 
“vulnerability”. When management-oriented studies are analyzed, it is seen that local 
governments have successful experiences in combating natural disasters among the important 
reasons for the increasing importance of the issue (Zamisa and Mutereko, 2019; Budima and 
Kusumasari, 2021). The increase in the concept of vulnerability is thought to be due to the 
growing academic interest in making cities more resilient against all kinds of internal and 
external threats. It is possible to evaluate the emphasis on resilient cities in many studies in this 
respect (Stevens et al., 2010; Malagoda et al., 2016). As a result of the keywords searched under 
the main headings of local governments, finance, and disaster management, the studies 
conducted in the field and the relationships between them were obtained using the mapping 
method as shown in Figure 1. When the word analysis map shown in Figure 1 is examined, it is 
seen that there are 7 clusters, 69 nodes, and 431 links in total. Each color represents a cluster. 
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Figure 1. Co-word Network Visualization 

The concepts that are evident in the clusters that emerged in the common word analysis 
are local governments, resilience, disaster management, disaster, vulnerability, climate change, 
disaster risk reduction, and governance. The lines between two nodes are called a link that 
shows the strength of the co-occurrence relations between different keywords. In the study, the 
keywords grouped in different colors in 7 clusters were categorized into 4 sub-categories in the 
context of the topics covered in the related articles. These are Cluster 1 (risk and disaster 
management), Cluster 2 (climate change, natural disasters, and sustainable development), 
Cluster 3 (participation and governance), and Cluster 4 (public finance). 

Another result is related to the areas in which the issues addressed in Türkiye are in the 
related studies. Within 420 studies, the number of studies by academicians in Türkiye is 5. In 
some of these articles, risk analysis of local disaster management units against urban floods and 
the measures to be taken (Koç and Işık, 2021), operational measures for possible earthquake 
risk in Istanbul, scenarios for facility (aid, shelter, etc.) capacity situations related to post-disaster 
interventions (Görmez et al., 2011), and the effects of earthquake risk in Istanbul with the slum 
problem (Gökmen et al., 2006). 

 

4. Conclusion 

The results suggest that some aspects of the issues at hand have not yet been fully 
explored and provide recommendations for future research. Disaster management, governance, 
vulnerability, climate change, and resilience appear to be the main themes underlying the 
studies included in the sample. In the study, keywords were categorized into 4 clusters. These 
are (1) risk and disaster management, (2) climate change, natural disaster, and sustainable 
development, (3) participation and governance, and (4) public finance. The findings reveal that 



37th International Public Finance Conference / TR 228 

October 12 – 15, 2023, Antalya / Türkiye 

local governments should act in a more coordinated (with central and local institutions) and 
comprehensive (plan-budget-supervision) manner, by including all local stakeholders in the 
management processes, and in a way to cover before and after disaster management to 
effectively carry out studies on disaster management. In addition, more empirical research 
should be conducted on disaster management in local governments, including effective planning 
and budget management for eliminating potential disaster risks and solving problems that arise 
in case of disaster. In this context, disaster management should be evaluated together with a 
sustainable, ecological planning and budget management approach. 
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Do Natural Disasters Provide Opportunities for Learning?              
A Study on Türkiye's Earthquake Reality 

 

Halil Serbes1 

 

 

Abstract 

The organizational learning or policy learning literature examines whether organizations learn from their 
experiences and use these lessons to improve their performance. However, it is essential to note that 
learning alone is not enough, and it is also important to determine whether the necessary lessons are 
learned to prepare the ground for superficial (temporary) or in-depth (permanent) policy changes. 
Drawing on the literature, this study aims to determine whether the fiscal adjustments made after the 
earthquakes in Türkiye are permanent, as expected from the organizational learning process. Due to their 
unpredictable timing, earthquakes are an extraordinary development for Türkiye's public sector and can 
impose a significant burden on public finances regarding the costs they create. Although this burden is 
difficult to predict in advance, it is possible to alleviate it through fiscal arrangements. Therefore, it is 
critical to take lessons from past experiences regarding earthquakes in Türkiye and examine whether 
necessary fiscal policy changes have been made. Accordingly, development plans, government programs 
and other regulations concerning the fiscal structure have been examined, with a particular focus on the 
aftermath of the 1999 earthquake in Gölcük. It has been concluded that the fiscal arrangements made in 
Türkiye after the earthquake were superficial measures instead of producing permanent solutions. 
 
Keywords: Organizational Learning, Policy Learning, Natural Disasters, Earthquake in Türkiye 
JEL Codes: H12, H84, Q54 

 

1. Introduction 

Whether natural disasters have instructive consequences for decision-makers in the 
public sector is examined within the framework of organizational learning or policy learning 
literature. Accordingly, individuals and organizations can learn lessons from the events they 
experience and use them to improve their performance. In addition, it is also evaluated whether 
the arrangements made in line with the results are temporary or permanent. In this study, we 
focus on Türkiye's earthquake reality and aim to assess whether the disasters experienced in 
Türkiye have had instructive consequences for decision-makers in the public sector. The scope 
of the study will be limited to the fiscal aspect. The fact that two-thirds of Türkiye is located in 
first and second-degree earthquake zones and that earthquakes increase the burden of public 
finances makes it essential to make this assessment. 

The paper will consist of four titles. In the second title following the introduction, the 
scope of the concept of organizational learning and its relationship with natural disasters will be 
explained. In the third section, the fiscal burden caused by earthquakes in Türkiye after the 
Gölcük earthquake is presented, and it is evaluated whether the regulations made to reduce this 
burden are permanent or not. Finally, the findings and recommendations will be presented. 
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2. Organizational Learning: An Antidote for Natural Disasters 

Learning can take place at the individual level as well as at the institutional or 
organizational level (Crow et al., 2018: 567). The issue of learning in the public sector was first 
addressed by Karl Deutsch in 1963. Deutsch argued that the state operates through feedback 
and guidance processes that continuously improve learning capacity (Moyson et al., 2017: 162). 
Subsequently, Bennett & Howlett (1992), Birkland (2004), Dunlop & Radaeli (2013), Crow et al. 
(2018) and Radaelli (2022) have examined learning in the public sector in more detail. These 
studies have focused on who the learner is, what they learn, how they learn and what the impact 
of learning is (Bennett & Howlett, 1992: 288–289). The answers to these questions have 
contributed to the diversification of the literature on learning and the identification of the stages 
of learning. 

Learning will occur at different intensities depending on the scope of this accumulation. 
In this direction, two different classifications explaining the stages of learning can be mentioned 
in the literature. According to the first of these classifications, it is argued that learning takes 
place in two stages: surface (single-loop) and in-depth (double-loop) (Crow et al., 2018: 569). 
According to the other classification, learning is a three-stage process: instrumental, 
institutional and social. Public sector decision-makers are expected to generate solutions to the 
problems they face that fall within the scope of double-loop, institutional or social learning. This 
is because these three types of learning, unlike others, focus on reviewing and restructuring the 
institutional (organizational) structure (institutional learning), identifying the causes of 
problems, renewing institutional goals and making long-term plans (social learning). In contrast, 
single-loop, instrumental, or lesson learning involves more superficial adjustments. They involve 
only changing the policy instruments used or adapting the instruments used in different 
countries without focusing on the causes of problems and long-term solutions (Albright & Crow, 
2021: 94–95). 

Disasters such as earthquakes, floods, landslides or avalanches are natural disasters 
because they are formed based on natural events. These disasters cause significant loss of life 
and property and interrupt the development process of countries and damage fiscal discipline. 
However, natural disasters offer opportunities for measures to be taken against possible risks 
or vulnerabilities and the destruction they cause (Arapis & Chatterjee, 2022: 4). Therefore, it is 
necessary to learn lessons from past disasters in order to prevent recurring natural disasters 
from causing new devastation. 

In contrast to increased expenditures for search and rescue, shelter and other basic 
needs due to natural disasters, budget revenues decrease due to foregone or postponed public 
revenues. Thus, the increasing budget deficit and the need for borrowing deteriorate the budget 
discipline and the discipline of public finance in general. Therefore, the negative consequences 
of a disaster in a particular region may affect the whole society. Thus, organizational learning is 
essential in preventing instabilities that may occur or deepen in public finance. In this respect, it 
is expected that a resilient fiscal structure that will meet the urgent needs arising from natural 
disasters and prevent the deepening of problems will be established. 

 



37th International Public Finance Conference / TR 231 

October 12 – 15, 2023, Antalya / Türkiye 

3. Looking at Türkiye's Earthquake Reality from the Window of 
Organizational Learning: Staging and Evaluation of Fiscal                    
Measures Taken After Gölcük and Düzce Earthquakes 

In Türkiye, 269 earthquakes caused loss of life and property between 1900 and 2023. 
Erzincan (1939), Gölcük and Düzce (1999), and Kahramanmaraş (2023) earthquakes are among 
the top three in terms of the destruction they caused. For example, the report published by the 
Strategy and Budget Directorate (2023: 17, 130) estimated that the total cost to the Turkish 
economy of the Kahramanmaraş and Hatay earthquakes in 2023 would reach approximately 2 
trillion Turkish Liras (USD 103 billion). This is approximately 9% of the gross domestic product 
(GDP). Such a large amount is expected to burden public finances in Türkiye, distort resource 
allocation in the budget, and exacerbate problems such as inflation and income inequality that 
emerged before the pandemic and deepened afterwards. 

Gölcük and Düzce Earthquakes changed the approach to natural disasters in Türkiye. 
Following these earthquakes, several regulations were introduced to strengthen disaster 
management. One dimension of the regulations covering many areas is the fiscal regulations. 

The introduction of additional taxes, paid military service, savings in expenditures and 
the provision of foreign loans (Erkan, 2010: 124-127) are arrangements related to instrumental 
learning as they continue known practices and do not include a comprehensive regulation. The 
establishment of the Turkish Catastrophe Insurance Pool (TCIP) to cover the material damages 
caused by earthquakes in the buildings where citizens live (https://dask.gov.tr/tr/dask-
hakkinda), the establishment of the Disaster and Emergency Management Presidency (DASK) by 
closing different administrations responsible for disaster management (Ministry of 
Development, 2014: 9), and the allocation of funds for combating natural disasters are 
considered within the scope of institutional learning. After the 1999 earthquakes in Türkiye, the 
establishment of separate chapters and specialized commissions on disaster management in 
development plans (Erkan, 2010: 115), the enactment of Compulsory Earthquake Insurance (CEI) 
(Yavuz, 2015: 317), the preparation of the National Earthquake Strategy and Action Plan and 
proposals to increase fiscal resilience (Disaster and Emergency Management Presidency, 2013: 
60), and finally, the regulations focusing on strengthening public fiscal discipline until the global 
crisis are examples of social learning where a long-term approach is adopted to be prepared for 
problems, and comprehensive solutions are produced. 

 

4. Conclusion 
In the scope of the study, it was concluded that decision-makers in Türkiye made 

arrangements related to all three stages of organizational learning (instrumental, institutional, 
and social). Additional taxes, paid military service, expenditure savings and access to external 
loans fall under the instrumental learning type since they do not include comprehensive 
regulations. The establishment of TCIP and DASK can be listed as examples of institutional 
learning. Finally, the inclusion of disaster management in development plans, the enactment of 
the CEI, the preparation of the National Earthquake Strategy and Action Plan, and regulations to 
strengthen public fiscal discipline are examples of social learning. However, the existence of 
these regulations is not enough. It is also essential to fulfil the objectives attributed to these 
regulations. Therefore, it is also necessary to periodically evaluate whether these regulations 
are successful or not. 
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Abstract  

The concept of the white elephant, which is called "public white elephant" in the public economy, is 
defined as investments with high status and grandiose, but not productive, maintenance and repair 
require high costs, and it is not possible to give up. Considering that the resources are limited in the world, 
and the requirements are unlimited, starting from the classical definition of economics, it is an important 
issue that the public sector is effective in the use of resources. Although it is so important, it is open to 
debate why the public sector still carries out projects and investments that can be described as white 
elephants and does not give up on them. Although it is evaluated in detail in the study, it can be said that 
the most important reason for the existence of public white elephants is political. In other words, the fact 
that the political authority does not compromise on its high status and magnificence is the most important 
reason for the existence of public white elephants. In this context, firstly, the conceptual framework of 
white elephant and public white elephant terms will be discussed. Afterwards, it will be examined why 
public white elephants exist. In the last part, which adds originality to the study, some projects and 
investments realized in selected countries and Turkey within the framework of the document analysis 
method, one of the qualitative research methods, were evaluated within the scope of the public white 
elephant syndrome. 
 
Keywords: Public White Elephant, White Elephant, Public Investments 
JEL Codes: H43, H54. 

 

1. Introduction 

The concept of the white elephant, which has its origins in a story, is referred to as the 
public white elephant in the public economy and is used for investments that are considered 
unproductive, costly, difficult to maintain, and a sign of high status. Such investments are usually 
realized for reasons such as vote anxiety, personal superiority and prestige enhancement rather 
than public needs. It is a matter that needs to be discussed why countries are still implementing 
public white elephant projects despite the change in climate conditions and the depletion of 
natural resources, especially with globalization. While many negative events such as disease, 
famine and war continue to occur in the world, it is a great mistake both economically and 
morally to direct the available resources to such areas. In this study, the concepts of white 
elephant and public white elephant are first mentioned. Afterwards, it will be examined why 
public white elephants exist. In the last part of the study, some projects and investments realized 
in selected countries and Turkey are evaluated within the scope of public white elephant 
syndrome within the framework of document analysis method, one of the qualitative research 
methods. 
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2. Conceptual Framework Of The Public White Elephant Syndrome 

The concept of the public white elephant has its origins in a story from the Ancient 
Siamese Empire. Albino elephants were considered sacred in the Ancient Siamese Empire due 
to their rarity and majestic appearance, and were considered a sign of the Empire's power and 
demi-godlike qualities. One day, the Emperor devised an ingenious plan to punish a courtier who 
had angered him by gifting him one of the sacred elephants. At the time, the gift was not to be 
refused or given to another person. The emperor knew that taking care of the sacred elephant 
- properly - was a task that even the rich and noble could not afford. Based on this story, white 
elephants are characterized as "public white elephants" in the public economy. High status and 
majestic, public white elephants represent investments that are not productive, require high 
costs to maintain and protect, and cannot be given up (Evans, 2008: 51). The public white 
elephant has been defined by various authors: Robinson and Torvik define public white 
elephants as negative value projects (Robinson & Torvik, 2005: 198). Engel, Fischer and Galetovic 
defined them as projects whose social costs exceed their social benefits (Engel et al., 1997: 12) 
and Bradburne - using the example of science centers - defined them as projects and 
investments that burden governments with irrecoverable debts (Bradburne, 1998: 237).  

White elephant projects have various characteristics with original designs (Andre, 2008: 
14). It is very difficult to characterize a project/investment as a public white elephant. This is 
because white elephant projects are quite comprehensive and have different characteristics and 
are not easy to identify. On the other hand, it is often problematic to classify and characterize 
these projects and investments, which have become a matter of prestige and are highly valued 
by some groups, as inefficient (Berksoy et al., 2012: 113). From this point of view, it is possible 
to evaluate public white elephant projects as projects that are not in use, without adequate 
cost-benefit analysis, built for prestige purposes or for the sake of votes, and bring more burden 
than benefit to the society (Hayrullahoğlu, 2016: 231). 

 

3. Public White Elephants: Why Do They Exist? 

Inefficiency and ineffectiveness are the most important characteristics of public white 
elephant investments. Despite these characteristics, it is important to first understand the basic 
logic of public investment projects in order to understand why these projects emerge (Jevcák & 
Keereman, 2008: 37-38). Decisions in the public investment process are often unplanned and 
piecemeal, with little standardization. This is because the focus in the public sector is more on 
how to secure financing. The public sector is not very concerned with the quality of projects and 
therefore projects are often inefficient. Reputational projects - the white elephant - that require 
significant resource use and have limited social benefits may be preferred to high-benefit 
projects (Tandberg, 2008: 61). 

According to the theory developed by Robinson and Torvik, white elephants are a 
redistributive mechanism aimed at influencing the outcome of elections. Essentially all 
politicians tend to create efficient public investments. However, when politicians start to derive 
welfare from white elephants, they prioritize and support these projects. Politicians, especially 
with the desire to stay in power, may turn to inefficient projects - for fear of votes (Robinson & 
Torvik, 2005: 197). Bohn, on the other hand, focused on the problem of government decision-
making on efficient public investment and redistribution in the absence of political stability. 
According to him, the possibility of another government coming to power in the future and 
making undesirable decisions creates a negative externality on the current government. The 
main reason for this situation is myopic - short-sighted - government behavior. If myopia is 
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caused by political instability, the most appropriate behavior of the current government is not 
to make public investment expenditures (Bohn, 2004: 12-13).  

Another factor contributing to the formation of white elephants is weak strategic 
planning. Especially in developing countries, strategic planning of infrastructure investments is 
very weak or even non-existent. In these countries, social projects are produced in the short 
term in line with political objectives. Moreover, when it is decided to identify inefficient projects 
in the public sector, costs are underestimated and demand is overestimated (Engel et al., 1997: 
11). Another factor that plays a role in the creation of white elephants is the ambitions of 
managers. Especially in countries where accountability and transparency are not developed, 
administrators prioritize projects that promote their own prestige rather than the demands and 
requirements of the public (Berksoy et al., 2012: 115). 

 

4. Public White Elephants on Country Examples 

The weak institutional structure of countries is important in terms of inefficient use of 
existing resources and wastefulness. In addition, factors such as the psychological state of 
government administrators, the weakness of the culture of democracy, the failure to establish 
transparency and accountability in governance, political behavior instead of cost-benefit 
analysis, and the weakness of public memory play a role in the formation of public white 
elephants (Berksoy et al., 2012: 88). 

 

Table 1. Public White Elephants In Various Countries 

Year Country Project Cost Status 

1982 Tanzania Morogoro Shoe Factory $40 Million  Not in use 

1984 Fhilippines 
Bataan NPP Nuclear Power 

Plant 
$2 Billion  Never opened 

1984 Romania Bucharest Parliament Palace €4 Billion  Some parts are in use 
1987 North Korea Ryugyong Hotel $748 Million  Not in use 

2004 Greece Athens Summer Olympics €15 Billion  
Many facilities are not 

in use 

2005 China South China Shopping Center $~ 1,5 Billion  Not in use 

2008 China Beijing Summer Olympics $40 Billion  Not in use 
2011 Indonesia Hambalang Sport Complex $256 Million  Never opened 

2012 Russia Russky Köprüsü $1 Billion In use 

2013 Sri Lanka Mattala Rajapaksa Airport $1,5 Billion  Used as a parking lot 

2019 Türkiye 
Ankapark Entertainment 

Center 
$801 Million  Not in use 

Source: Compiled by the authors. 

 

5. Conclusion 

The white elephant is a concept integrated into the public economy as the public white 
elephant. The public white elephant is a concept that refers to grandiose, unproductive and 
costly to maintain and protect investments that are indicative of high status. Despite these 
negative aspects of these investments, they continue to be approved and realized especially by 
managers as a sign of vote anxiety, personal superiority and prestige. In this study, public white 
elephants are analyzed through the examples of various countries. In this context, investments 
that can be characterized as public white elephants are shown in many countries such as 
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Tanzania, Philippines, Romania, North Korea, China, Russia, Indonesia and Turkey. The first point 
to be inferred from the study is that public white elephants are still being produced. If 
evaluations are made over the examples in the study, it is seen that various investments were 
realized in the period 1984-2019. Another result obtained within the scope of the study is that 
such investments are realized in almost every region of the world. In other words, public white 
elephants do not belong to a specific region, nation and understanding of governance. They are 
projects that can be seen in almost every region and country in the world. This supports that the 
existence of white elephants is political and that managers act in line with their personal 
interests. Another result obtained from the study is that such projects usually occur in large-
scale investment areas such as the Olympics, airports and sports complexes.  
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Abstract 

The health system is a system that constantly renews and improves itself from past to present. 

Controlling the diseases in the world and enabling people to live a longer life with a better quality 

depend on treatments. Thanks to preventive health services, individuals' health is protected 

and, in case of a diagnosed disease, risks such as disability or death are eliminated through 

treatments. These processes also reduce the health costs of individuals. The impact of fiscal 

policies implemented by countries on preventive health services will be examined. As a result of 

the analysis to be made, the impact of the countries' costs will also be examined.  

The importance of intervening in the economy with fiscal policy tools is examined on health 

services. Public goods are also mentioned in detail in order to better understand health services. 

Findings and conclusions to be obtained: The situation of preventive health care in Turkey and 

the practices of preventive health care in European Union countries will be examined. Analyzes 

will be made together with the numerical data obtained from the examinations. Purpose of the 

study: To evaluate the preventive health services implemented in many countries in terms of 

health policies and other fiscal policies. The provision and service of health, which is a semi-

public good, is important not only for our country but also worldwide. As the world population 

increases, diseases have become an important problem of our age. It has an important place in 

the early diagnosis and treatment of many diseases affecting humanity through preventive 

health services.  

Our study is to investigate the impact of fiscal policies implemented by Turkey and European 

Union countries on preventive health services. Approximately 930 million people around the 

world allocate approximately 10% of their budget for health expenditure. This increases the risk 

of poverty. Preventive health services enable individuals to be examined for low or free of 

charge. Preventive health services include the opportunity to directly relieve the health system. 

There are three types of health services in total. What is important for our work is the type we 

will talk about in general; preventive health services. Curative and rehabilitative health service 

types would also be mentioned. Method and Data to be Used: European Union Eurostat and 

IMF World Economic Outlook data constitute an important source for this study. Internet 

research is also an important data source for our study in order to collect current health data of 

countries.  
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As a result of the results, it is seen that preventive health services are effective in our country 

and fiscal policies are also effective. It is seen that preventive health services have a large share 

in health expenditures in European Union countries. Supervisory and regulatory practices 

regarding health expenditures can be seen in the fiscal policies of countries. A definitive 

conclusion will be drawn by interpreting the results of the research subject according to the 

results of the dynamic panel data analysis, which is an econometric analysis method, of the 

research to be conducted and the data to be obtained. 

 

Keywords: Preventive Health Services, Fiscal Policy, Health Services 
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Abstract  

Universal Basic Income (UBI) is a policy proposal that calls for regular payments to all members of society, 
at regular intervals, at a level sufficient for individuals to maintain a minimum level of living without any 
conditions. The proposal of an unconditional payment to each individual has sparked intense debates. 
Some authors have argued that UBI is the only solution to the unemployment problem that may arise 
from technological developments, mechanization, and artificial intelligence systems. Covid-19 pandemic-
induced economic depression and uncertainty about the future compounded existing concerns about 
unemployment, leading to a thorough debate on the adequacy of existing social welfare programs. Some 
saw UBI as utopian, disconnected from reality, and an unfeasible fantasy. In this context, we conducted a 
survey in Türkiye involving 504 respondents to evaluate people's perspectives on Universal Basic Income 
(UBI) within the framework of their socio-demographic attributes, employing Pearson's test for bicausality 
and the chi-square test. The results derived from both tests reveal that, in Türkiye, women tend to hold a 
more favorable opinion about UBI in comparison to men. Additionally, the evaluations concur that UBI 
will be particularly favorable in terms of correcting income inequality and fostering economic growth. 

 
Keywords: Universal basic income; fiscal policy; social welfare programs 
JEL Codes: H53, E62 

 

1. Introduction 

While the idea of Universal Basic Income (UBI) has gained increasing prominence in 
recent years due to technological advancements, artificial intelligence, and automation systems, 
the concept of providing everyone with an income to support their basic needs can be traced 
back to historical roots. Throughout history, UBI was a concept that didn't receive substantial 
attention, both in academic and societal contexts. However, its resurgence in recent times can 
be attributed to mounting concerns related to mass unemployment, income inequality, and 
economic instability. This modern interest primarily revolves around the idea of providing every 
member of society with a guaranteed and unconditional income at regular intervals to fulfill 
their basic needs. It is proposed that this payment can be funded through taxes and could 
potentially replace various social assistance programs. Notably, individuals' income levels and 
employment status would not hinder their eligibility for UBI, distinguishing it from social support 
programs like negative income tax and unemployment pensions, where eligibility is determined 
by income status. In essence, the primary goal of UBI is to promote widespread welfare across 
society. Such a radical proposal has received a wide range of reactions from various quarters. 
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This study aims to empirically assess attitudes toward UBI within a sample group in 
Türkiye and subsequently provide policy recommendations regarding the revenue and 
expenditure components of fiscal policy based on the research findings. 

 

2. Universal Basic Income from A Fiscal Policy Perspective 

UBI is a radical policy proposal that advocates providing all members of society with 
regular, unconditional cash payments at a level sufficient to sustain a minimum standard of 
living. According to Van Parjis (2000: 2), UBI is defined as “an income paid by a government, at 
a uniform level and at regular intervals, to each adult member of society. The grant is paid, and 
its level is fixed, irrespective of whether the person is rich or poor, lives alone or with others, is 
willing to work or not. In most versions - certainly in mine - it is granted not only to citizens but 
to all permanent residents.” With the influence of recent technological advancements, UBI has 
evolved from a utopian concept into a policy of increasing importance. UBI can be summarized 
as follows: 

 UBI is provided in the form of cash. 

 UBI is distributed directly to individuals. 

 UBI is given unconditionally. 

 UBI is available to everyone. 

 UBI is provided at regular intervals. 

Examining UBI, characterized by these fundamental features, from the perspective of 
fiscal policy is valuable. Modern fiscal policy typically pursues three objectives: ensuring equity 
in income distribution, fostering economic growth, and maintaining economic stability 
(including price stability and full employment) (Ataç, 2016: 33). Various interpretations exist 
regarding the impact of UBI on achieving these fiscal policy objectives. 

In terms of fairness in income distribution, an UBI paid above the poverty line can reduce 
income inequality by enabling individuals in the lowest income group of society to participate 
more fairly in economic opportunities. This can contribute to creating a more just and balanced 
society (Angelov, 2023). IMF research in 2018 suggests that a UBI set at 25% of median income 
can reduce income inequality by about 5%, while in developing economies, UBI can reduce 
poverty by more (Francese & Prady, 2018). 

In terms of economic growth, proponents of UBI argue that providing this payment to 
every individual in society can result in sustained economic growth (Ortiz et al., 2018). For 
instance, a study conducted by the Levy Institute found that a UBI offering $1,000 per month 
could potentially grow the US economy by 12.56% over eight years (Nikiforos et al., 2017). 
However, the outcomes may vary depending on the method of financing. While a UBI funded 
through taxes may not significantly affect the economy, it could yield positive effects if financed 
through borrowing. The IMF contends that UBI has a limited impact on GDP (IMF, 2017). 

In terms of economic stability, there is concern that UBI may lead to inflation. However, 
there are differing views on whether UBI causes inflation. While there have been some instances 
of increased inflation, it is noted that this is exceptional and that cash transfers generally have 
a positive impact on local economies (ILO, 2018). There is also concern that UBI can discourage 
people from seeking paid work, although it has been argued that UBI can prevent workers from 
being forced to work under poor conditions and increase their incomes (Wright, 2002; Bastagli, 
2019). 
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Overall, the effects of UBI on income distribution, economic growth and stability are 
controversial and may vary depending on factors such as the method of financing and local 
conditions. 

In the context of this study, in the subsequent section of the research, we statistically 
analyzed whether attitude to UBI differed significantly according to main socio-demographic 
characteristics. 

 

3. An Empırıcal Applıcatıon of the UBI Attıtude in Türkiye 

3.1. Data and Methods 

This study4 is designed to encompass a diverse range of stakeholders representing 
various dynamics and characteristics within the population. In line with this objective, we aimed 
to survey participants from 12 NUTS regions corresponding to level-1, as defined by Türkiye's 
Classification of Territorial Units for Statistics. Our study includes a total of 504 participants. The 
distribution of participants across regions is as follows: Istanbul region-TR1 (52 - 10.3%), West 
Marmara region-TR2 (8 - 1.6%), Aegean region-TR3 (34 - 6.7%), East Marmara region-TR4 (9 - 
1.8%), West Anatolia region-TR5 (105 - 20.8%), Mediterranean region-TR6 (76 - 15.1%), Central 
Anatolia region-TR7 (59 - 11.7%), Western Black Sea Region-TR8 (11 - 2.2%), Eastern Black Sea 
Region-TR9 (111 - 22%), Northeastern Anatolia Region-TRA (12 - 2.4%), Central Eastern Anatolia 
Region-TRB (13 - 2.6%), and Southeastern Anatolia Region-TRB (13 - 2.6%), Anatolia Region-TRC 
(14 - 2.8%).  

The questionnaire comprises three sections. The first section is dedicated to confirming 
voluntary participation in the survey. The second section focuses on gathering socio-
demographic information about the participants. In the third section, participants' attitudes 
towards UBI were explored. 

The data obtained in the study were evaluated using the Statistical Package for Social 
Sciences (IBM SPSS Statistics 25) software package. Data analysis included normality tests, 
Pearson correlation coefficient calculations, pairwise correlations, followed by chi-square tests 
and cross-tabulations. Additionally, a 95% confidence interval was applied to all data, with a 
statistical significance level set at p<0.05. 

To measure attitudes towards UBI in Türkiye, respondents were asked the question: “Do 
you find the idea of a fixed, unconditional payment by the state, provided at regular intervals 
(monthly), to every individual over the age of 18 in society reasonable or not?” In this context, 
a statistical analysis was conducted to examine whether attitudes towards UBI varied based on 
fundamental socio-demographic characteristics, including age, gender, city of residence, marital 
status, education level, employment status, the number of people working in the household, 
and monthly household income. 

 

3.2. Findings 

In our study, we placed a particular emphasis on the influence of socio-demographic 
factors on participants' attitudes toward UBI to begin with, we conducted an examination of 
whether the data followed a normal distribution. This was necessary because the statistical tests 
to be employed in our study, including the Pearson test, pairwise causality, and chi-square tests, 
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are parametric analyses that assume normal distribution of variables (Mertler & Vannatta, 
2005). Deviations from normality can diminish the statistical power of the analysis and 
compromise the validity of the results (Wells & Hintze, 2007). 

Upon conducting the normality distribution analysis, we found that the data met the 
requirements for parametric analysis. Subsequently, we investigated the simple binary causality 
between perceptions of UBI and the socio-demographic variables of the participants. Pearson 
coefficients were employed for this analysis, and the results are presented in Table 1. 

 
Table 1: Binary Causality Analysis between UBI Perception and Socio-Demographic Factors 

 Pearson Correlation Sig. (2-tailed) 

Age 0.035 0.436 

Gender 0.108* 0.015 

Region of Residence -0.007 0.868 

Marital Status -0.053 0.273 

Level of Education (Completed Degree) 0.080 0.074 

Employment Status 0.050 0.259 

Number of people working in the household (including yourself) 0.008 0.861 

Monthly household income 0.085 0.057 

Note: * correlation is significant at the 0.05 level. 

In Table 1, we analyzed whether there is a significant relationship between perceptions 
of UBI assessed by the question “Do you find the idea of a fixed, unconditional payment by the 
state, provided at regular intervals (monthly), to every individual over the age of 18 in society 
reasonable” and socio-demographic characteristics. Upon reviewing the results, it became 
evident that among the socio-demographic factors, only the relationship between gender and 
the perception of UBI was statistically significant. 

Consequently, in the subsequent step of the application, we utilized chi-square analysis 
to investigate whether the perception of UBI varies solely based on gender, essentially 
determining if there is a significant difference between men and women regarding UBI 
perceptions. In other words, we posed the question, '”Is there a statistically significant 
difference in participants' perceptions of UBI based on gender?” This inquiry was assessed using 
the chi-square test, which facilitates the analysis of categorical variables at the level of 
classificatory measurement. The chi-square test is employed to ascertain whether the difference 
between observed frequencies and expected frequencies is statistically significant (Güngör, 
2008). 

The results of this analysis are initially presented in Table 2 in the form of a cross-
tabulation, and Table 3 displays the outcomes of the chi-square test. 

Table 2 provides an overview of responses to the question: “Do you find the idea of a 
fixed (monthly) payment of a fixed amount to each person over the age of 18 by the state at 
regular intervals reasonable?” Participants could respond with 'yes,' 'no,' or 'undecided.' Upon 
examining the table and considering the actual response counts, it is evident that out of 278 
female participants, 304 find the UBI application reasonable, while 141 find it negative, and 59 
remain undecided. Among the male participants, 226 find it reasonable, 120 find it negative, 
and 77 are undecided. Specifically, 184 women and 120 men answered 'yes,' 64 women and 77 
men answered 'no,' and 30 women and 29 men were undecided. 
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Table 2. Crosstabulation for Perception of UBI by Gender 

   Women Men Total 

 
Do you find the idea of a fixed 
(monthly) payment of a fixed 
amount to each person over the 
age of 18 by the state at regular 
intervals reasonable? 

yes Count 184 120 304 

Expected Count 167,7 136,3 304,0 

% In Gender 66,2% 53,1% 60,3% 

no Count 64 77 141 

Expected Count 77,8 63,2 141,0 

% With Gender 23,0% 34,1% 28,0% 

undecided Count 30 29 59 

Expected Count 32,5 26,5 59,0 

% With Gender 10,8% 12,8% 11,7% 

Total Count 278 226 504 

Expected Count 278,0 226,0 504,0 

% With Gender 100,0% 100,0% 100,0% 

Note: Count indicates observed values and expected count indicates expected values. 
 

Table 3. Chi-square Test 

 Value df Asymptotic Significance 
(2-sided) 

Pearson Chi-Square 9,424a 2 ,009 

Likelihood Ratio 9,418 2 ,009 

Linear-by-Linear Association 5,885 1 ,015 

N of Valid Cases 504   

Note: 0 cells (0.0%) have an expected count of less than 5. The minimum expected value (expected count) 
is 26.46. 

Notably, the observed discrepancies in actual values, coupled with differences between 
expected values, indicate that perceptions of UBI vary by gender. The results of the chi-square 
test, as presented in Table 3, confirm this differentiation in UBI perceptions based on gender. In 
fact, the probability value being less than 5% underscores that there is indeed a significant 
difference in perceptions based on gender. 

 

4. Conclusion 

In this study, we initially assess UBI as a policy proposal in alignment with fiscal policy 
objectives, focusing on income distribution fairness, economic growth, and economic stability, 
which includes full employment and price stability. Our evaluation reveals that the outcomes of 
UBI can vary depending on the extent of coverage, the financing approach, and the current 
economic conditions of the country. To ensure successful UBI implementations, especially in 
addressing structural issues like income inequality and inflation, policymakers should adopt a 
multidimensional approach that considers both financing and expenditure structures, 
supported by appropriate policies. 

The second part of the study empirically examines the social attitudes toward UBI in a 
sample group in Türkiye. To measure these attitudes, we asked 504 respondents in Türkiye the 
question: 'Do you find the idea of a fixed (monthly) payment of a fixed amount to each person 
over the age of 18 by the state at regular intervals reasonable?' We conducted simple binary 
causality analysis using Pearson's coefficient and chi-square tests to determine which socio-
demographic variables, such as age, gender, region of residence, marital status, education level, 
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employment status, number of people working in the household, and monthly household 
income, influence responses to this question. 

The findings of both tests indicate that gender is the primary factor affecting attitudes 
toward UBI in our sample. Specifically, women in Türkiye have a more favorable view of UBI than 
men. The main challenge to implementing a basic income guarantee in Türkiye is the issue of 
financing. To enhance the feasibility and sustainability of such a social program, it may be 
beneficial to prioritize specific groups within society. Given that women in Türkiye have a more 
favorable view of UBI compared to men, these policies are of critical importance, particularly for 
socially disadvantaged groups. Therefore, more effective policies should be developed based on 
gender and social disadvantage considerations in the design and implementation of social 
assistance policies. 
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of Accounts and the Council of State 
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Abstract 

The status and position of Turkish Court of Accounts’ (TCA) trial of account in the Turkish judicial system 
is an extremely important issue that has not been sufficiently discussed in the administrative and financial 
law literature. Thoughts put forward regarding the nature of TCA  generally only emphasize the sui generis 
nature of the trial of account of TCA, and the discussions in this area seem far from clarifying the specific 
position of TCA’s judicial function in the context of administrative and financial law. Through its decisions 
in 2013 and 2014, the Constitutional Court emphasized that TCA is a court, thus confirming that TCA’s 
decisions are final in judicial terms, that is, they have a judicial identity. In this study, it is specifically 
pointed out that the disputes of judgment that may arise between TCA’s decisions and the Council of 
State's decisions should be resolved before the Court of Jurisdictional Disputes, specifically only for 
matters “other than taxes, similar financial obligations and duties”, that is roughly to the matters related 
to the institution of public loss and in this context it has been also emphasized that there is no legal 
obstacle to the resolution of the said disputes by the Court of Jurisdictional Disputes without the need for 
any legal amendments. In our opinion, the Court of Jurisdictional Disputes can resolve the disputes of 
judgment between the decisions of the Council of State and TCA, by considering TCA as a judicial authority 
operating within the administrative judicial regime in a broad sense. As a matter of fact, the provision in 
Article 160 of the Constitution that no applications for judicial review of the finalized decisions of TCA 
shall be filed in administrative courts is a clear indication that the Constitution-maker broadly understands 
TCA as a part of the administrative judicial regime. 

 
Keywords: Judicial Power of Turkish Court of Accounts, Court of Jurisdictional Disputes, Council of State, 

Public Loss. 
JEL Codes: H 83, K 30, M 42. 

 

1. Introduction  

The status and position of Turkish Court of Accounts’ (TCA) trial of account in the Turkish 
judicial system is an extremely important issue that has not been sufficiently discussed in the 
administrative and financial law literature. Thoughts put forward regarding the nature of TCA 
generally only emphasize the sui generis nature of the trial of account of TCA, and the 
discussions in this area seem far from clarifying the specific position of TCA’s judicial function in 
the context of administrative and financial law.  

Judicial reports prepared as a result of the audits carried out by TCA basically aim to 
determine the financial responsibilities of public officials who are responsible for carrying out 
financial affairs and transactions and to provide indemnification for public loss inflicted by wilful 
acts, misconduct or negligence of those responsible. Public loss claims put forward in the reports 
based on the trial are decided by TCA chambers as a court, and these decisions are finalized 
within TCA as the first and last instance judicial authority. On the other hand, in the decisions 
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given in 2013 and 2014, the Constitutional Court emphasized that TCA is a court, thus confirming 
that the decisions of TCA are final in the judicial sense, that is, they have a judicial identity. 

The purpose of this study is to bring to discussion the possibility of resolving possible 
disputes of judgment that may arise between the decisions of the Council of State and TCA, 
before the Court of Jurisdictional Disputes, exclusively on "matters other than taxes, similar 
financial obligations and duties", that is, roughly, issues related to the public loss institution. The 
topic will be subjected to a comprehensive evaluation by following an argumentative method in 
the context of administrative law and financial law. 

  

2. Constitutional Status of TCA 

TCA is a constitutional institution responsible for auditing all revenues, expenditures, 
and assets of the public administrations financed by central government budget and social 
security institutions on behalf of the Grand National Assembly, taking final decisions on the 
accounts and acts of the responsible officials, and exercising the functions prescribed in laws in 
matters of inquiry, auditing and judgment. In accordance with the provision of Article 160 of the 
Constitution, no applications for judicial review of such decisions shall be filed in administrative 
courts. 

In the decision of the Constitutional Court dated 27.12.2012 and numbered E. 2012/102, 
K. 2012/207, it has been stated that "The Court of Accounts carries out a judicial activity in terms 
of its duty to finalize the accounts and transactions of those responsible, and the decisions given 
within this framework are in the nature of a judicial decision that constitutes a final judgment in 
material terms, so it is concluded that due to its final judgment, it cannot be filed with any 
administrative or judicial authorities in a manner that would render it inconclusive or 
ineffective." 

Again, after the same evaluations are included in the decision of the Constitutional Court 
dated 28.02.2013 and numbered E. 2011/21, K. 2013/36, TCA is defined as "a court of accounts 
that makes decisions with judicial consequences". The same issue is mentioned in the decision 
of the Constitutional Court dated 10.01.2015 and numbered E. 2014/172, K. 2014/170, and it is 
emphasized that TCA’s judicial chambers should be considered within the scope of "the court 
hearing a case" in the context of concrete control of norms. 

  

3. Practices of TCA for Determination of Public Loss 

“Public loss institution” is a very comprehensive mechanism that covers the processes 
of collecting and/or indemnifying public losses from the relevant parties, determined both by 
the control, audit and examination activities of public administrations and by court decisions 
(including TCA’s judicial decisions) (Aksoy et al., 2018: 97-118; Taytak, 2022:46-53). The primary 
regulations regarding the mechanism in question are regulated in the Public Financial 
Management and Control Law No. 5018 and its secondary legislation. 

The determination of public loss in TCA trial involves a judicial process that begins with 
the inquiries by the auditors and ends with the final judgment made by TCA’s judicial courts 
(chambers and Board of Appeals). Judicial reports prepared as a result of the audits carried out 
by TCA basically aim to determine the financial responsibilities of public officials who are 
responsible for carrying out financial affairs and transactions and to provide indemnification for 
public loss inflicted by wilful acts, misconduct or negligence of those responsible. In other words, 
in order for indemnification to be decided against a person as responsible in TCA’s trial, the 
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person in question must have a duty and responsibility in the realization of the financial process 
and transaction, or his/her signature must be on the official document (payment order, 
accounting transaction voucher, etc.) that causes public loss, or the transaction that involves 
public loss must be associated with him/her within the framework of his/her public service 
status. As a rule, a decision is not made to indemnify public loss as "responsible" for a person 
who is not a public official or who does not have the duty and authority to make an expenditure 
(Aksoy et al. 2018:107-108; Geçgel, 2015:33-36). In some cases, responsible public officials may, 
based on their own discretion and by using public power, collect the public loss that have been 
inquired by the auditors but have not yet been judged, from the persons concerned (persons to 
whom unlawful payments have been made). One of the most important reasons why they resort 
to this method, even though they do not have such an obligation, is their concern or fear that 
the ultimate responsibility for the indemnification of public loss remains on them. 

Essentially, in the context of TCA’s trial, those responsible for whom a judgment has 
been passed must personally pay the market price for the public loss incurred. As a matter of 
fact, in the article 13 of the Civil Servants Law it is stated that, "If the administration has suffered 
public loss as a result of the civil servant's wilful acts, misconduct, negligence or imprudence, it 
is essential that this damage be paid by the relevant civil servant at market value." Accordingly, 
the responsible public official who made the payment must normally have recourse to the 
receivers later (by applying to the general courts and based on the provisions of unjust 
enrichment). However, in practice, the process does not work this way; public officials resort to 
using public power and ex officio collecting from the payers in matters that have not yet been 
adjudicated (for example, matters that have been inquired by the auditor). Another issue that 
causes confusion on this matter is that collections made upon inquiries are thought to be a 
mandatory provision of the legislation. As a matter of fact, the Regulation on Procedures and 
Principles for the Collection of Public Losses stipulates that inquiries issued by TCA should be 
accepted as notification by the relevant public administration. However, it is clearly stated in 
the said regulation that the final decision regarding the occurrence of public loss is a process 
that ultimately depends on the evaluation of the relevant public administration. Therefore, the 
notification nature of the inquiries issued by TCA is not a matter that eliminates the discretion 
and assessment powers of public officials regarding public loss. Nonetheless, it should also be 
acknowledged that collections made by public officials upon inquiries are a practice that 
demonstrates the effectiveness of TCA proceedings in most cases.  

 

4. Disputes of Judgment Between the Decisions of the Council of State 
and TCA 

The long-standing debates on the constitutional status of TCA and whether it is a judicial 
body have reached a final solution in line with the latest jurisprudence changes made by the 
Constitutional Court, so it has been demonstrated without any hesitation that TCA is "a court of 
account that makes decisions with judicial consequences" and that TCA’s judicial chambers "hear 
a case" in the context of concrete control of norms. As a matter of fact, it is emphasized in the 
Constitution that the judicial decisions of TCA are final judgments, and in Article 78 of TCA Law 
No. 6085, it is clearly regulated that the judgments given by civil, administrative and military 
courts shall not preclude the audit and decision of TCA2. 

The emergence of various disputes of judgment between TCA and other judicial 
authorities is an extremely unfavorable situation that threatens the principles of legal certainty 
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and legal security (Koçberber, 2015:74). In our opinion, there is no need to make changes in the 
Constitution and the Law No. 2247 on the Establishment and Functioning of the Court of 
Jurisdictional Disputes in order to resolve decision disputes between TCA and other judicial 
authorities before the Court of Jurisdictional Disputes. Accordingly, in the face of the latest 
jurisprudence changes made by the Constitutional Court regarding TCA jurisdiction, there is no 
legal obstacle for the Court of Jurisdictional Disputes to resolve such disputes of judgment on 
the merits. 

Pursuant to Article 24 of the Law on the Establishment and Functioning of the Court of 
Jurisdictional Disputes, the existence of a dispute of judgment is accepted where a case with the 
same subject, cause and at least one of the parties is filed in both civil or administrative 
jurisdictions and they give contradictory decisions on the merits of the same case and these 
decisions are also finalized (Tercan, 2015, 789-790). It is obvious that TCA is not listed by name 
among the judicial authorities that will be a party to the dispute of judgment in the Constitution 
and the said law. However, in our opinion, considering that TCA judiciary is an element of the 
administrative judicial regime in a broad sense in terms of legal systematics, it should be taken 
into consideration that a dispute of judgment may arise between TCA judiciary and 
administrative or judicial authorities. 

An important point that should be noted in the dispute processes regarding public loss 
detection and indemnification is the situation of the beneficiaries who were made undue 
payments before TCA trial. If the persons who are the receivers before TCA judiciary are also 
“responsible persons” or the receivers are also public officials, annulment cases may be filed by 
the receivers in the administrative courts, and as a result of such cases, disputes of judgment 
may arise between the decisions of TCA and the Council of State (Aksoy et al. 2018:213). On the 
other hand, if the receivers are private law persons who are not public officials or who do not 
have the title of responsibility, some other disputes may arise in the indemnification of public 
losses. In such cases, those responsible can use their public power and authority to collect public 
losses from private law persons who have been paid inappropriately or excessively, or from 
whom less has been collected than required. Under normal circumstances, after the public loss 
is collected, public officials are required to file a recourse lawsuit against the persons in the 
position of receiver, based on the provisions of unjust enrichment, and the recourse process is 
finalized in the judicial courts. Thus, a litigation process based on a private law relationship takes 
place between the receivers and the public officials who have to indemnify the public loss, and 
as a result, various disputes of judgment may arise between TCA and the judicial courts. Such 
disputes of judgment are also encountered in unjust enrichment cases filed by the legal 
departments of public administrations against the receivers in the judicial courts. However, this 
study specifically focuses only on the resolution of disputes of judgment that may arise between 
the decisions of TCA and the Council of State before the Court of Jurisdictional Disputes. 

In Article 160 of the Constitution it is stated that “In case of conflict between the 
decisions of the Council of State and the Court of Accounts, regarding taxes, similar financial 
obligations and duties, the decision of Council of State shall prevail.”  As can be understood from 
this provision, the fact that the Constitution-maker felt the need to make a comparison between 
the decisions of TCA and the Council of State is a result of considering both of them as judicial 
bodies. Again, following argumentum a contrario of the provision it is clear that in case of a 
dispute between the decisions of two judicial authorities regarding matters "other than taxes, 
similar financial obligations and duties", the decisions of TCA shall prevail. In our opinion, many 
issues decided in TCA proceedings regarding public loss are within the scope of "matters other 
than taxes, similar financial obligations and duties”, and the Court of Jurisdictional Disputes 
should be considered incumbent and authorized in resolving possible "disputes of judgment" 
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between the decisions of TCA and the Council of State on such matters. As it is known, the Court 
of Jurisdictional Disputes is essentially an independent high court authorized to finally resolve 
jurisdictional and judgment disputes between civil and administrative judicial authorities (Anıl, 
1992: 45). However, TCA, which is clearly accepted as a judicial authority in Article 160 of the 
Constitution, should also be considered as a judicial authority as a part of the administrative 
justice regime in disputes of judgment resolved by the Court of Jurisdictional Disputes. To date, 
no dispute cases have been heard before the Court of Jurisdictional Disputes regarding the 
decision of TCA.3 In accordance with the definitions and explanations in the Law on the 
Establishment and Functioning of the Court of Jurisdictional Disputes, there is no possibility of a 
positive or negative jurisdictional dispute between the decisions of the Council of State and TCA. 
In order for a positive or negative jurisdictional dsipute to occur, there must be a dispute whose 
parties, subject and cause are the same. In the likely jurisdictional disputes between the 
decisions of the Council of State and TCA, it is not possible for the parties, subjects and causes 
of the cases to be the same, due to the nature of the matter, because TCA judiciary essentially 
makes judgments about "responsible public officials". On the other hand, it is possible for 
disputes of judgment to arise between the decisions of the Council of State and TCA, because in 
accordance with the relevant law and legislation, the existence of a dispute of judgment is 
accepted in cases where the subject, cause and at least one of the parties are the same. 

 

5. Conclusion  

As the court of first and last instance in the judicial process regarding the determination 
and indemnification of public losses, TCA undertakes an extremely important and central 
function. However, due to the nature of our legal system, various disputes of judgment may 
arise between the decisions of TCA and other judicial authorities on matters related to public 
losses. In our country, the authorized body for final resolution of various jurisdictional and 
judgment disputes between civil and administrative courts is the Court of Jurisdictional Disputes. 
In the Constitution and the Law on the Establishment and Functioning of the Court of 
Jurisdictional Disputes, TCA is not listed among the judicial authorities that will be a party to the 
disputes of judgment. However, considering that TCA judiciary is an element of the 
administrative judicial regime in a broad sense in terms of legal systematics, it should be taken 
into consideration that a dispute of judgment may arise between TCA judiciary and civil or 
administrative courts. 

In this study, it is specifically pointed out that the disputes that may arise between the 
decisions of TCA and the Council of State should be resolved before the Court of Jurisdictional 
Disputes, exclusively on matters "other than taxes, similar financial obligations and duties", that 
is, roughly, on matters related to the public loss institution and in this context, it is emphasized 
that there is no legal obstacle to the resolution of the disputes of judgment in question by the 
Court of Jurisdictional Disputes, without the need for any amendments to the Constitution and 
relevant legislation. In our opinion, the Court of Jurisdictional Disputes can resolve the disputes 
of judgment between the decisions of the Council of State and TCA, by considering TCA as a 
judicial authority operating within the administrative judicial regime in a broad sense. As a 
matter of fact, the provision in Article 160 of the Constitution that no applications for judicial 
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and other judicial bodies. As a matter of fact, in the decision dated 15.11.1993 and numbered E:1993/46, K:43 given 
by the Court of Jurisdictional Disputes, it has been stated that the examination of the disputes of judgment between 
the decisions of TCA and judicial courts is outside the jurisdiction of the Court of Jurisdictional Disputes (Koçberber, 
2015:73) on the grounds that TCA is not included in the scope of the jurisdictions listed in Article 158 of the 
Constitution and Article 1 of Law No. 2247. 
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review of the finalized decisions of TCA shall be filed in administrative courts is a clear indication 
that the Constitution-maker broadly understands TCA as a part of the administrative judicial 
regime. 
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Abstract  

The application of additional taxes to compensate for the damages caused by earthquakes is a frequently 
used method as a law practice in our country. In order to minimize the economic, sociological, and 
psychological damages which occur after earthquakes, the state may impose additional taxes based upon 
its taxation power. In 1999, additional and new taxes were brought by Law No. 4481. Similarly, after the 
earthquakes on February 6, 2023, additional tax was brought for some corporate tax payers by Article 10 
(27) of Law No. 7440. 

In this study, the additional corporate tax  brought by Article 10(27) of Law  No. 7440, was evaluated in 
terms of the principle of equality in taxation.  In this context, it is discussed whether the additional tax 
meets the requirements of the comparability test, justification test and proportionality test. The 
mentioned test standards are applied by the European Court of Justice in case-law on discriminatory tax 
regulations. As a result, it has been concluded that the additional corporate tax does not meet the 
requirements of the mentioned test standards. Compensation for the economic losses caused by 
earthquakes can be achieved through funds created for extraordinary periods as part of the state's 
responsibility, rather than through taxes imposed on taxpayers unproportionality to  the ability to pay of 
the taxpayers. 
 
Keywords: Additional tax, principle of equality, right of property. 

JEL Codes: K10, K34. 

 

1. Introduction 

The state, based on its taxation power, can impose various obligations in order to meet 
public expenditures. The continuity of some taxes imposed under extraordinary circumstances 
requires the state's taxation authority to be re-questioned.  In our country, at certain times, 
additional and new taxes have been introduced.  In order to eliminate the economic losses 
arising from the earthquakes that occurred on February 6, 2023 and to provide the necessary 
source of income, additional corporate tax by Law No. 7440 and additional motor vehicles tax 
was introduced by Law No. 7456. 

In this study, additional and new tax regulations applied in extraordinary periods such 
as economic crisis or natural disasters in Turkiye are briefly mentioned and then it is examined 
whether the additional corporate tax meets the equality analysis test standards. The purpose of 
the study is to determine the compliance of the additional tax with the principle of equality. 
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2. Brief Inventory of Additional Tax Regulations 

The revenues used to fulfil the public services undertaken by the state are primarily 
consist of taxes, rather than revenues based on the state's ownership relationship (Karakoç, 
2019: 62). In addition to the taxes collected in ordinary periods to financing public expenditures, 
budget deficits arising from economic crises or natural disasters are tried to be covered with 
additional liabilities. 

In past practices, various additional and new taxes were introduced for similar reasons. 
In 1994, in order to ensure economic stability, economic balance tax, net wealth tax, additional 
real estate and additional motor vehicle taxes were introduced by Law No. 3986. The Law No. 
4481, known as the earthquake taxes, introduced some additional and new obligations. In 2003, 
in order to ensure economic stability, additional real estate tax and additional motor vehicle tax 
were introduced by Law No. 4837. The regulations containing additional and new taxes in the 
aforementioned laws were taken to the Constitutional Court with the claim of 
unconstitutionality and request for annulment, and the annulment requests were accepted as 
well as rejected (Ateş, 2023: 14). The Constitutional Court did not find most of these regulations 
unconstitutional, based on the multifunctional concept of "public interest" (Akıllıoğlu, 1988:11) 
and also on law’s preambles. 

Following the earthquakes of February 6, 2023, which were described as the disaster of 
the era, an additional tax was introduced for some corporate taxpayers with Article 10 (27) of 
Law No. 7440. Additional motor vehicle tax was introduced by Law No. 7456. In the application 
to the Constitutional Court for the annulment of the additional motor vehicle tax, the Court 
rejected the request for annulment.  There was no annulment application for the additional 
corporate income tax, but in lawsuits brought against taxes paid with reservations by a 
significant portion of the additional taxpayers, allegations of unconstitutionality were raised. 

 

3. Measurement of the Equality Analysis of the Additional Corporate Tax: 
Test Standards 

One of the constitutional principles of taxation is the principle of equality, which dictates 
that individuals with the same financial capacity should be taxed the same unless there is a 
justified reason, and those with different financial capacities should be taxed proportionally to 
their differences (Yaltı & Özgenç, 2006: 64). Article 73/1 of the Constitution states that everyone 
is obligated to pay taxes according to their financial capacity to meet public expenses. This 
provision does not provide a specific explanation regarding equality in taxation, but sets the rule 
for paying taxes according to ability to pay (Saban, 2021:47). The criterion for equality or 
differentiation in taxation is ability to pay. Classifying those in similar situations differently 
violates the principle of equality unless there is a justified reason. A three-stage test is applied 
to check whether a tax regulation complies with the principle of tax equality. These tests are the 
standards used by the European Court of Justice in analyzing whether a national regulation has 
a discriminatory nature. These tests are the comparability test, justification test and 
proportionality test. In the following sections, the compliance of the additional corporate tax 
with these test standards has been discussed. 

 

3.1. Comparability Test 

In the comparability test, it is examined whether the taxpayers subject to the relevant 
regulation are in the same situation. In the "comparability test", which is the first stage of the 
audit, it should be revealed whether the taxpayers are in similar or different situations. 
Undoubtedly, criterion for comparison in taxation is "ability to pay". Financial capacity 
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represents the ability to pay (Kaneti, 1989: 33) and is a principle related to tax justice in a welfare 
state (Öncel et al., 2020: 58).  The ability to pay is measured according to various facts such as 
wealth and expenditures (Kaneti et al., 2019: 51). 

The subject of additional corporate tax is corporate taxpayers who have benefited from 
some deductions and exemptions. According to the 2022 annual report of the Revenue 
Administration, as of the end of 2022, there are approximately 1,070,000 active corporate  
taxpayers. However, the additional tax liability is only envisaged for approximately 17 thousand 
corporate taxpayers who benefit from certain deductions and exemptions. (Yılmaz&Başdelioğlu, 
2023: 93). The fact that the additional tax is limited to corporate taxpayers who have specifically 
enjoyed tax privileges and does not encompass taxpayers with similar or the same financial 
capacity, causes the relevant regulation to fail this test. Because the criterion of sameness or 
difference in the field of taxation is ability to pay. Moreover, the fact that the additional 
corporate tax targets some taxpayers who benefit from exemptions and deductions also 
contradicts the purpose of social and economic tax incentives. 

 

3.2. Justification Test 

In the equality analysis, the next stage after the comparability test is the justification 
test. Treating individuals in a different manner who are in a similar situation, or in a similar 
manner those who are in a different situation, is only possible if there is a justified reason. 
Therefore, if the first test is not passed, the additional tax needs to be examined in terms of the 
"justification test" in the next stage (Aşcı Akıncı, 2013: 410). In this test, the existence of a 
legitimate reason that necessitates the imposition of the additional tax on only a portion of 
taxpayers in a similar situation is considered. Interference with property rights through taxation 
must have a legitimate basis (Yaltı, 2006: 51). Is regulation of the additional tax for financing 
increased public expenditures due to earthquakes a justified reason? As mentioned in one of 
the decisions of the Constitutional Court, additional tax regulation is not a justified reason 
necessitated by extraordinary circumstances. Even if this argument were considered a justified 
reason for a moment from the perspective of the public interest, the regulation should also be 
subjected to the proportionality test. 

 

3.3. Proportionality Test 

The third determinant criterion in deciding whether a regulation complies with the 
principle of tax equality is the proportionality test. Proportionality, which is a requirement of 
the rule of law; It includes three sub-principles: "suitability" "necessity" and "proportionality".  
In tax law, the principle of proportionality determines the limit of the restriction on property 
rights through taxation (Yaltı & Özgenç, 2006: 83). With Article 10/(27) of Law No. 7440, the 
imposition of an additional tax of 10% and 5% on some corporate taxpayers retroactively limits 
the property rights of the taxpayer and increases the tax burden (Özgenç, 2023: 54). Because 
the maximum tax burden that a taxpayer can bear has already been determined by the legislator 
with the corporate tax rate applied for the previous year (Yaltı & Özgenç, 2006:85). In this case, 
the additional tax at the specified rates results in exceeding the "ability to pay". Taking the 
additional tax only once also eliminates the necessity element in terms of closing public finance 
deficits (Yaltı & Özgenç, 2006: 85). As a result, the additional corporate tax does not meet the 
three sub-requirements of the proportionality test. 

 

4. Conclusion 

Law No. 7440 is a restructuring law that covers many public receivables. With this law, 
opportunities such as the restructuring and ease of payment of taxes, penalties, and other debts, 
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privileges for taxpayers who increase their declared income and taxes, bringing business records 
into line with the actual situation, and restructuring and resolution of disputed receivables 
through reconciliation have been introduced. Taking all these into consideration, the state is not 
only aiming for the quicker collection of public receivables, but also forgiving many of them. On 
the other hand, Law No. 7440 introduces an additional tax liability. In this respect, the legislator 
contradicts itself. The additional corporate tax is a regulation that does not pass the 
comparability, justification, and proportionality tests. Compensating for the economic losses 
caused by the earthquake should be achieved through funds created for extraordinary periods 
as part of the state's responsibility and as a requirement of being a social welfare state, rather 
than through additional taxes that do not meet the specified test standards. As a result, the 
additional corporate tax is contrary to the principle of equality and is also a discriminatory tax. 
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Abstract 

Although the right to a fair trial and one of its elements, the trial within a reasonable time, are concepts 
discussed in civil law and criminal law, this discussion has not been included sufficiently in the Turkish 
Court of Accounts (TCA) proceedings. In the trials of TCA, the uncertainty of the start and end times of the 
trial period may undermine the principle of fair trial and prevent those responsible from exercising their 
freedom to seek justice. The purpose of this paper is to reveal possible problems that may be encountered 
in terms of reasonable time in the TCA proceedings and to discuss possible solution methods to these 
problems. In this context, it has been emphasized that in order to conduct a trial within a reasonable time, 
it is necessary to make regulations that will ensure that the judicial reports are tried as a single item within 
the fiscal year, rather than at the end of the fiscal year. Apart from this, it is mentioned that it would be 
beneficial to provide a period for legal remedies such as request for appeal and correction of decision in 
terms of reasonable time. 
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1. Introduction  

In the sixth article of the European Convention on Human Rights (ECHR), which defines 
the Right to a Fair Trial, it is stated that everyone is entitled to a fair and public hearing within a 
reasonable time by an independent and impartial tribunal established by law. As can be 
understood from this definition, trials that do not comply with these rules may be considered as 
a violation of the right to a fair trial. In case of non-compliance with these rules, those 
responsible can apply to both the Constitutional Court and the European Court of Human Rights 
(ECtHR). Although there are generally regulatory deadlines for cases to be heard in TCA, which 
is a court established by law, sometimes these deadlines cannot be complied with by the 
auditors who prepare the judicial reports, and sometimes the trial exceeds the estimated time 
due to the disruptions experienced by the chambers of TCA. In such a situation, it may be 
possible for those on trial to object to the process because a reasonable period of time has been 
exceeded, and subsequently it may be determined that there has been a violation of rights. This 
study aims to guide those who are judging and judged by revealing the possible scenarios and 
solutions that may be encountered in terms of reasonable time in the trial of TCA. 
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2. Right to a Fair Trial and Reasonable Time in the Trials of TCA 

The right to a fair trial, one of the fundamental principles of the ECHR, became a part of 
our domestic law with the constitutional amendment made in 2001 (Yurtcan, 2019: 101). Article 
36 of the 1982 Constitution, titled "Freedom to Claim Rights", includes the provision that 
everyone has the right of litigation either as plaintiff or defendant and the right to a fair trial 
before the courts through legitimate means and procedures (1982 Constitution, Article 36). The 
purpose of a fair trial is to conduct the criminal trial within the framework of the principles 
previously stipulated by law, in accordance with the principle of the rule of law, without 
hindering the freedom of will and without restricting the right of defense. What a fair trial means 
in the rule of law is basically expressed in Article 6 of the ECHR (Öztürk et al., 2015:119). 

In this article, sufficiently clear explanations have been made regarding the Right to a 
Fair Trial. These issues are summarized as follows; 

1. Everyone is entitled to a fair and public hearing within a reasonable time by an 
independent and impartial tribunal established by law, 

2. Judgment shall be pronounced publicly however, in exceptional cases, the press and 
public may be excluded from all or part of the trial in the interests of morals, public 
order or national security, 

3. Everyone charged with a criminal offence shall be presumed innocent until proved 
guilty according to law,  

4. Every defendant shall be informed promptly, in a language which he understands and 
in detail, of the nature and cause of the accusation against him, 

5. Every defendant shall have adequate time and facilities for the preparation of his 
defence, 

6. Every defendant shall have the right to defend himself in person or through legal 
assistance of his own choosing or, if he has not sufficient means to pay for legal 
assistance, to be given it free when the interests of justice so require, 

7. Every defendant shall have the right to examine or have examined witnesses against 
him and to obtain the attendance and examination of witnesses on his behalf under 
the same conditions as witnesses against him, and 

8. Every defendant shall have the free assistance of an interpreter if he cannot 
understand or speak the language used in court (ECHR, Article 6). 

 

When the above mentioned issues are evaluated, it can be said that there are six 
elements of a fair trial. These are; 

1.Independence and impartiality, 

2. Court established by law, 

3. Trial within a reasonable time, 

4.Publicity, 

5.Audit, and 

6. The equality of arms (Öztürk et al, 2021: 124-125). 
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3. Reasonable Time in the Trial of TCA 

It can be seen that there are two different views regarding the beginning of the judicial 
process in the trial of TCA. The first is the view that the judicial process begins with the TCA 
auditor writing an inquiry, and the second is the view that the judicial process starts with the 
TCA auditor sending of the judicial report to the presidency. When the second view is accepted, 
a more advantageous situation arises in terms of trial within a reasonable time. However, even 
if it is evaluated that the accounts and transactions are in compliance with the legal regulations 
after the inquiry is written, considering that the judicial report shall be written in any case, it 
seems that the first view, which states that in practice the beginning of the trial is the writing of 
the inquiry and that this date should be taken as basis at the beginning of the judicial process, 
stands out as a more accurate approach. 

Where a matter resulting in public loss is detected by auditors in the course of audits of 
the accounts and transactions of public administrations within the scope of the general 
government, defence statements of those responsible shall be taken, and judicial reports shall 
be prepared as of the end of the fiscal year in accordance with Article 48 of TCA Law (Article 48 
of TCA Law No. 6085). The only exception to this is the judicial reports to be prepared based on 
the public losses detected in the audits carried out irrespective of activity period or on the basis 
of sector, program, project and topic, in accordance with the authority given in the sixth article 
of TCA Law. As can be understood from this definition, the inquiry regarding the public loss 
detected by the auditors, for example, in January 2020, should be written on the date of 
occurrence2 and the defence statements of those responsible should be taken, but the judicial 
report should be prepared in 2021. In this case, except for subsequent processes, those 
responsible will have to wait an additional year just because of the framework drawn by the law. 
This issue alone has the potential to be a justification for violation of the right to trial within a 
reasonable time as stated in the ECHR. 

Although it is not included in TCA Law, in accordance with Article 42 of TCA Audit 
Regulation, the judicial reports shall be submitted to the presidency of TCA by the end of 
November of the year following the relevant fiscal year at the latest. If we continue with the 
same example, the judicial report regarding the public loss detected in January 2020 shall be 
submitted to presidency of TCA at the latest at the end of November 2021, that is, approximately 
two years after the initial determination.3 

After the judicial report is submitted to the presidency, the presidency is required to 
send this report to the chamber where the trial of account shall be held within fifteen days at 
the latest (TCA Law No. 6085, Article 48). After the report reaches the chamber, the duty of the 
chairman of chamber is to ensure that the relevant report is decided on and that the minutes 
and writs thereof are prepared within at latest six months not including the recess period 
(Working Procedures and Principles of TCA Chambers, Article 5). A period of twenty days 
reserved for each of the office of the chief prosecutor and the member to comment on the 
report is also included within this duration. The part of the six-month period other than the 
periods (40 days) determined for the notification of the opinions of the prosecutors and the 
members is considered as the period for the rapporteurs to examine the reports and prepare 

                                                           
2 In practice, inquiries are written after the fiscal year ends. However, according to Law No. 6085, an inquiry shall be 

written when public loss is detected. Writing the inquiry as soon as it is detected may also reveal new problems. 
For example, will an inquiry be written for the following months in the ongoing tender, or will the relevant inquiry 
item be included in the report when collection is made based on the inquiry? In fact, legislative arrangements 
should be made to answer these questions. 

3 Generally, auditors submit judicial reports in November. While there are those who submitted the report before 
this date, there may also be those who cannot even write the inquiries until this date due to workload. 
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them for trial, to have them tried, to write the minutes and writs after the trial, and to sign and 
transfer. If we carry our example above here, those responsible for the public loss detected in 
January 2020 will be tried by the end of May 2022 at the latest, and the writ regarding this trial 
will probably be notified in June 2022. 

However, according to TCA Law, in the course of an account trial, in cases where 
information and documents are found insufficient based on the facts that transactions under 
trial lack their supporting documents for the reason that they had been submitted to a court or 
a relevant administrative authority for an ongoing investigation, and it is deemed necessary to 
wait until the end of the investigation or the prosecution; the trial of these accounts and 
transactions may be suspended and excluded from judgment. After remedying the shortcomings 
concerning the matters excluded from the judgment, the trial of these accounts and transactions 
shall proceed (Article 50 of TCA Law No. 6085). As can be understood from this provision, in 
some cases, TCA chambers may suspend the proceedings and leave the matter out of judgment 
until the decision of the court or administrative authority is received. Such a practice may lead 
to the problem of the trial being extended to an indefinite date for the person on trial, and 
therefore may be considered a violation of the right to a fair trial. 

Another problem regarding reasonable time is the preparation of a single judicial report 
regarding the account of the same institution. Therefore, in the event that the parties take legal 
action against the issues regarding indemnification or the issues where the accounts and 
transactions are judged to be in compliance with legal regulations, the finalization of all items in 
the report is prevented. For example, a public official who is responsible for only one item of the 
report will not be able to be sure whether he/she is fully acquitted until other items that are 
unrelated to him/her are finalized, or he/she will not be able to process the plan to have 
recourse to the receivers without exercising his right to object against the indemnification 
decision. This issue is a factor that prevents the expected benefit from the trial of TCA. Another 
issue that will harm the right to trial within a reasonable time in TCA jurisdiction is the 
uncertainty of the trial period for request for appeal and correction of decision. Neither in Law 
No. 6085 nor in the procedures and principles is there a time limit for the completion of legal 
remedies against the decisions made by the chambers. 

It is known that in today's administrative structure, there are frequent dismissals of 
personnel or there are public officials who retire or resign when the management changes. The 
documents that will serve as a basis for the signature signed while on duty cannot be easily 
accessed after leaving office. It is also a fact that after a certain period of time, a person may 
have difficulty in remembering past issues. Therefore, preparing and prosecuting the judicial 
report written based on the public loss detected by TCA auditors as soon as possible will both 
reduce the concerns of those responsible for the future and contribute to the establishment of 
a fair trial. In this context, making arrangements to ensure that a judicial report is written for 
each public loss without waiting for the end of the year, will ensure that the issue is tried as soon 
as possible, and since the report includes a single item, those responsible will not have to wait 
for the other items in the report to be finalized. However, in order to achieve this, there is a 
need to make changes to TCA Law. By removing the phrase "the end of the fiscal year" in the 
relevant law article from the text of the law, it will be possible to write an inquiry when public 
loss is detected, and a judicial report will be prepared immediately after taking the defence 
statements of those responsible. Of course, in order to carry out this process, it is necessary to 
make an arrangement to ensure that each inquiry item is a single judicial report. 

Like every application, this application may have advantages as well as disadvantages. 
The most common ones are the issue of creating uncertainty as to whether the same kind of 
payments will continue in the months after the public loss is detected, since the trial has not yet 
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been held (within the period of preparation of the judicial report by receiving the defence 
statements of those responsible), or if collections have been made based on the inquiries before 
the end of the year, whether this issue will be included in the writs. If excessive payments of the 
same type continue, the need to write inquiries for all of them at once may create an additional 
workload for auditors. However, it is clear that the advantages of this proposal outweigh the 
disadvantages. As a matter of fact, in the current situation, there is no obstacle to writing an 
inquiry when a public loss is detected, but since “November of the following year” is defined as 
the date of preparation of the judicial report, auditors write their inquiries all at once after the 
end of the fiscal year. This time, both the auditors and those responsible will have difficulty in 
remembering the relevant issue, and since the year has passed and perhaps the contractor's 
tender has ended, those responsible will face problems in collecting the public losses which have 
been subjected to inquiries. Writing inquiries within the year and thus finalizing public loss 
claims as soon as possible will have an extremely positive effect on public officials in terms of 
providing correct guidance to public financial management. Undoubtedly, the most favourable 
effect will be to ensure the right to trial within a reasonable time by concluding the trial in a 
short time. 

 

4. Conclusion  

In order to ensure compliance with the reasonable time period in the trial of TCA, the 
expression "the end of the fiscal year" in Article 48 of TCA Law No. 6085 must be changed. This 
change will be the most important achievement in solving the problems that have been 
experienced and will probably occur regarding the reasonable time in the trial of TCA. 

Another proposal for change in the law regarding trial within a reasonable time is to 
stipulate a period of time in the law regarding the legal remedies such as request for appeal and 
correction of decision. As a matter of fact, TCA Law only assigns the duty to the chairmen of 
chambers in chamber negotiations to ensure that judicial reports passed to their chambers are 
decided on and that the minutes and writs thereof are prepared within at latest six months, not 
including the recess period. No such time limit is imposed on the chairman of the Board of 
Appeals. Providing such a period in the law for both of the legal remedies such as request for 
appeal and correction of decision will guarantee a trial within a reasonable time. 

By allowing the judicial report to be prepared as a single item, it will also pave the way 
for attorney fees to be paid for each report item. As a matter of fact, even if we accept that 
attorney fees can be paid according to the current legislation, this fee can only be accrued once 
for each judicial report. If each inquiry is tried as a single report item, separate attorney fees 
may be awarded. 

Again, by preparing a single judicial report for each inquiry, the situation of preventing 
the finalization of the verdict regarding the persons responsible for the items for which legal 
action is not taken will be eliminated. 
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Abstract 

The Ministry of Treasury and Finance announced 44 actions that it plans to implement between 2023 and 
2025 in order to combat the informal economy. Among these, Action 36 is related to the execution of 
rental agreements through the e-government portal. The published guidance contains little detail about 
this action. However, the planned implementation may be a measure that limits the freedom of contract. 
At this point, it is of legal importance to review the plan's compliance with constitutional principles and 
rules. 

The aim of this study is to evaluate the action plan in question in terms of tax law. In this study, the 
constitutional rules regarding the plan in question will be explained. In this context, the constitutional 
areas that are the main subject of discussion in terms of tax law are; the content of the freedom of 
contract and the conditions for limiting this freedom. 

 
Keywords: Freedom of contract, E-goverment portal, Public order, Regulatory impact assessment. 
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1. Introduction 

In the guide published by the Ministry of Treasury and Finance, the actions planned to 
be implemented between 2023 and 2025 to reduce informality in the economy are explained. 
(HMB, 2022: 4-19).  In this context, 5 different objectives such as "measuring the informal 
economy" and "taking legal, administrative and technical measures" have been determined as 
sub-components of the aim of preventing the informal economy. In addition, a schedule for the 
implementation of 44 actions planned to achieve these goals, in cooperation with other public 
institutions, is included. 

“The 36th action, which is included under the target of "taking legal, administrative and 
technical measures", is the issuance of rental agreements through the e-government portal. 
(HMB, 2022: 17). The coordinator institution for this action was determined as the General 
Directorate of Land Registry and Cadastre, and the relevant institutions were the Ministry of 
Treasury and Finance, Revenue Administration and ministries. In this context, it is planned to 
make rental agreements through the e-government portal, with the regulation to be made until 
the end of 2024. 

In this study, this plan is evaluated in terms of tax law. 
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2. Purpose of the Plan: Protection of Public Order 

In the guide, it is explained that the plan to issue rental agreements via the e-
government portal was designed for the purposes of "supporting decision-making processes" 
and "carrying out risk analysis studies" (HMB, 2022: 17). It can be seen that in this plan prioritizes 
the purpose of collecting data for auditing. 

It is not a new situation for taxpayers to abuse their freedom of contract against the 
fiscal order. Illegal transactions carried out by taxpayers using private law forms in order to pay 
less tax or no tax at all cause tax loss for the state treasury. Similarly, it is possible for rental 
agreements to be misused in a way that erodes the tax base. 

According to Turkish Constitutional Court decision, preventing tax loss and accurately 
determining the tax base coincide with the aim of preserving fiscal order. In this decision, fiscal 
order is defined as an element of public order (AYM, E. 2016/124, K. 2016/155, para. 19). In this 
respect, not only this plan, but other measures to prevent the informal economy can be justified 
"legally" in order to protect the fiscal order. 

Public order is generally defined as an environment that will enable society to develop 
and survive in peace and security (Orer, 2015: 366). Additionally, public order is also used as a 
general justification behind state intervention in the economy. The term "economic public 
order" is also preferred in the doctrine to explain this situation. 

It is an obligation for everyone who is a taxpayer to pay taxes that constitute income for 
the state treasury (AY, art. 73/1). From this perspective, measures taken to collect taxes fully 
and completely are closely related to public order, as they concern the state treasury. In this 
context, the application that makes it possible to make a rental agreement via e-government 
can be based on protect public order, as it will contribute to risk analysis systems and therefore 
have a positive impact on the state treasury. 

 

3. The Relationship Between Freedom of Contract and Tax Law 

3.1. Freedom of Contract 

Freedom of will, a philosophical view, is a doctrine that advocates the liberation of 
people in all areas (Erçoşkun Şenol, 2016: 710). The way freedom of will is reflected in private 
law relations is freedom of contract (Erçoşkun Şenol, 2016: 711). 

Constitutional rules stating that everyone has the right to protect and develop their 
material and spiritual existence (AY, Art 17) and personal freedom and security (AY, Art 19) can 
be considered as an indication that freedom of contract is accepted. 

According to the Turkish Constitutional Court, freedom of contract means that the state 
enables people to achieve the legal results they want, and in this context, recognizes people's 
wills leading to certain legal results as valid, and embraces and protects the legal consequences 
that their will directs…Freedom of contract, includes the freedom to make contracts as well as 
the prohibition of external intervention in the contracts made. (AYM, E.2017/154, K.2019/18, 
para. 11) 

In terms of Turkish Law, it is a rule that contracts are determined by the parties to the 
contract. However, exceptionally, there are cases where the freedom of contract is limited in 
terms of contract elements such as content, type or form. 
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3.2. The Condition of Compliance with the Constitution in Limiting the 
Freedom of Contract 

When evaluating a regulation to be made in the field of tax law from a legal perspective, 
it should first be discussed whether this change is in compliance with the constitution. Because 
the constitution is the primary source of tax law. 

Freedom of contract is protected at the constitutional level in Turkish Law. Interferences 
with this freedom must comply with AY, Art 13. According to this article; Any change that limits 
freedom of contract must first be based on a law. In addition, the amendment to be made must 
not violate the prohibition of touching the essence, must be in accordance with the essence and 
spirit of the Constitution, must not be contrary to the principle of proportionality. 

 

4. Legal Assessment 

4.1. Option 1 

If the regulation to be made is voluntary, then there will be no intervention restricting 
the freedom of contract. Because, in this case, the parties to the contract have the opportunity 
to determine an optional contract form and location. However, it is doubtful how much 
contribution making contracts through the e-government portal will contribute to risk analysis 
studies. Because contracts made optionally through the e-government portal will not act as a 
deterrent for property owners who want to set the rental price below the actual amount. In this 
case, individuals will be able to freely determine the content of the contract or continue to abuse 
this freedom. For this reason, the "reality" of the data collected by the tax administration with 
this option is questionable. While there are still doubts about whether the contract price is the 
"real" price or not, the tax administration's decision to reach a conclusion by processing this 
data will be a practice contrary to the principle of economic approach (VUK, Art 3). 

 

4.2. Option 2 

If the regulation to be made imposes a form requirement on rental agreements in terms 
of validity or proof, In this case, the regulation must be evaluated in terms of AY, Art 13. As there 
are currently audit tools regulated in the Tax Procedure Law, I think that such a measure far 
from producing factual data would not be necessary and proportionate. 

On the other hand, we explained that the justification for interference with the freedom 
of contract by making it mandatory for rental contracts to be made via e-government can be 
based on the concept of public order. But, public order is a more comprehensive concept than 
fiscal order. In this context, another issue that should be emphasized in the connection between 
public order and limiting the freedom of contract is the protection of the contract parties. As it 
is known, in terms of residential and workplace rents, the weak party of the contract is the 
tenant. If the form requirement is not complied with and the contract becomes invalid or 
unprovable, tenants may have to evacuate the place they rent. This will cause the already weak 
side to be dragged into an even weaker position. However, it is argued that the link between 
public order and the formal requirement will be established primarily in the context of the 
principle of protection of the weak side (Atasoy, 2020: 167-168). This situation will be create a 
contradiction regarding the explanation of just cause as public order. 
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5. Conclusion 

In this study, it was discussed whether a tax rule is legal or not while it is still at the draft. 
Even if the aim is to protect public order, some regulations may not comply with constitutional 
rules. To prevent this, regulatory impact assessment studies can be conducted as done in this 
study. 
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Abstract 

In recent years, the Olivera-Tanzi effect has gained popularity, especially in developing country economies 
where there are high inflationary pressures. The Olivera-Tanzi hypothesis suggests that there is a negative 
relationship between real tax revenues and the inflation rate. The aim of this study is to test whether the 
Olivera-Tanzi hypothesis is valid in Turkiye by using quarterly data sets for the period 2003:1-2019:4. In 
the study, predictions were made with 8 different models using the ARDL method. According to the results 
obtained, the Olivera-Tanzi effect is not valid in Turkiye for the period in question. According to the study, 
inflation affects taxes positively in Turkiye. 
 
Keywords: Olivera-Tanzi Effect, Inflation, Bound Test. 

JEL Codes: C22, E31, E62. 

 

1. Introduction  

Inflation, which is one of the economic parameters, is generally known as the increase 
in the general level of prices. Taxes, one of the components of public revenues, are an important 
resource in terms of meeting public (social) needs. From a macro point of view, it is considered 
that inflation disrupts financial stability (erosion of tax revenues, etc.) and interacts with taxes 
and macroeconomic parameters. 

In the study, the Olivera-Tanzi effect was examined in terms of the Turkish economy for 
the period 2003-2019. Various empirical analyzes were used to examine the relationships 
between the variables discussed in the study. In this context, first of all, theoretical information 
and related literature about the Olivera-Tanzi effect are presented in the study. Then, the data 
set used in the study was introduced, the method used was explained and the findings were 
summarized. In the conclusion part, the findings were interpreted and policy recommendations 
were made. 

 

2. Data Set, Econometric Method and Findings 

In this study, quarterly data for the period 2003-2019 are used, including CPI (LP), total 
tax revenues (TV), indirect tax revenues (DLV), income tax (GV), corporate tax (KV); T.R. It was 
obtained from the Central Bank, TUIK data distribution system and the official website of the 
Ministry of Treasury and Finance. 

Pesaran et al. (2001) although it is a more effective method compared to other 
traditional cointegration (Engle-Granger and Johansen cointegration) analyzes, this approach 
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allows very strong empirical results in terms of examining the long- and short-term relationship. 
In the bounds test method, it is possible to test the cointegration relationship between the 
variables regardless of whether the variables are I(0), I(1) or mutually cointegrated. In other 
words, “with the bounds test approach, it can be investigated whether there is a cointegrated 
relationship between two variables, regardless of what level the series is stationary”. The 
boundary test consists of two stages, first of all, it is checked whether there is a cointegration 
relationship between the variables. Then, if there is a cointegration relationship between the 
variables, short and long-term relationships are estimated using ARDL (Autoregressive 
Distributed Lag) model. 

According to ADF and PP unit root test results; Among the related variables, the CPI (LP) 
variable was stationary at the first difference, and all other variables were found to be stationary 
at the I(0) level. Then, it was observed that the limit test result calculated at the 1% significance 
level exceeded the upper limit critical value, and it was found that there was a long-term 
relationship between the variables. The short-term coefficients were found to be statistically 
significant at the 1% significance level in all 8 models. According to the estimation results; It has 
been observed that inflation has a positive effect on all tax types in question. 

 
3. Conclusion 

Inflation is an economic issue that frequently occupies the agenda in Turkiye, as in other 
developing countries. On the other hand, taxes, which are one of the policy tools of the state, 
can be affected from time to time by the mentioned economic problem. In this context, the 
study focuses on inflation, tax types and their relations with each other in the post-2003 period 
in Turkiye. For this purpose, models has been created and econometric estimation has been 
made by means of the boundary test. 

In this study, it has been tried to determine the mutual influence level of "inflation", 
"total tax revenues", "indirect tax revenues", "income tax, and "corporate tax" in Turkiye in the 
period of 2003-2019. In the study, ARDL bounds test methodology was used and evidence was 
obtained that inflation had an increasing effect on “tax revenues” in the Turkish economy in the 
said period. This finding is evaluated as the Olivera-Tanzi effect is not valid when considering the 
Turkish economy in particular. 
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Abstract  

Determining the determinants of external debt is critical for both external debt sustainability and external 
debt management policies. In this context, it is clear that the majority of studies on the determinants of 
external debt concentrate on economic factors. The effects of political and economic factors on external 
debt were examined in this study. Current account deficit, inflation, money supply, exchange rate, 
defense expenditures, domestic savings, and foreign direct investments are all explanatory variables in 
the macroeconomic factors model of external debt. The political factors model incorporates the political 
regime, political stability, government systems, corruption control, economic growth, foreign trade 
openness, and budget deficits. According to the findings of the analysis, lower-middle income countries 
external debt is increased by money supply, exchange rate, budget deficits, and political stability, while 
corruption control decreases external debt. In upper-middle-income countries, on the other hand, it has 
been determined that the current account deficit increases external debt, whereas the presidential 
system, which is one of the economic growth and government systems, decreases external debt. 
According to the findings, the impact aspects and degrees of economic and political factors differ across 
country groups. These distinctions have significant policy implications for decision makers concerned with 
the sustainability of external debt and the effective application of external debt management policies.  

 
Keywords: External debt, Upper middle income countries, Lower middle income countries, Panel data 

analysis. 
JEL Codes: H63, C10  

 

1. Introduction  

Most of the studies on the determinants of external debt have focused on economic 
factors. Although the implications of empirical studies on external debt and economic factors 
have always attracted attention, it can be stated that there have not been many studies that 
directly address the issue of external debt and political factors to date. This study analyzes the 
effects of political factors as well as economic factors on external debt.  

The study consists of three sections. The first section is the introduction. The second 
section presents the conceptual and theoretical framework of the economic and political 
determinants of external debt. The third section explains the data set, model and methodology 
of the study. In the conclusion and suggestions section of the study, the findings obtained from 
the study are evaluated and in the light of the findings, suggestions are made regarding the 
policies and institutional arrangements to be implemented in order to sustain and manage 
external debt in lower-middle and upper-middle income countries. 
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2. External Debt 

Government debt is a two-way exchange transaction in which individuals or institutions 
transfer their funds to the state and the state takes over the rights over the main sources of 
income in the post-borrowing period (Buchanan, 1987: 1044). In other words, it is a financial 
instrument used to provide public services that does not reduce the real incomes of individuals 
or institutions after states collect funds from individuals or institutions (Batırel, 1990: 183). 

Government debt is a combination of domestic and external debt. In this context, 
different criteria are used in evaluating debt as domestic or external debt. Among these, "the 
currency" in which the borrowing is made, "the residence of the creditor" and "the place of 
issuance and the legislation governing the debt contract" are most commonly taken into account 
(Panizza, 2008: 4). External debt is the amount of interest-bearing/non-interest-bearing 
principal repayments or principal/non-interest-bearing interest payments contractually 
obligated by residents of a country to non-residents (Klein, 1994: 56). External debt 
sustainability is generally defined as the ability of the debtor country to fulfill its current and 
future obligations (Krugman, 1988: 253).  

This section of the study lays the groundwork for the research with conceptual and 
theoretical evaluations on the factors affecting external debt. In this framework, economic and 
political factors affecting external debt are discussed under separate headings. This distinction 
is important for analyzing the determinants of external debt in the following section of the study. 

 

2.1. Economic Determinants 

In many studies on the economic determinants of external debt, variables include 
economic growth, trade openness, inflation, money supply, budget deficit, current account 
deficit, exchange rate, domestic savings, defense spending and capital flight. 

 

2.2. Political Determinants 

The political-economy literature's justifications for a specific area such as external debt 
have been developed mainly in the context of political regime, political ideology, political 
stability and government systems. In this section of the paper, the main political characteristics 
mentioned above will be analyzed one by one and their interactions with external debt will be 
analyzed. 

 

3. Research Methodology 

In this study, which deals with the determinants of external debt in the context of 
economic and political factors, the main objective of the study is to reveal the political 
determinants of external debt and their importance levels. The secondary objective of the study 
is to make a comparative analysis of the determinants of external debt in lower middle and 
upper middle income countries and to identify the similarities or differences between them. In 
line with these objectives, firstly, empirical studies in the literature on the political and economic 
determinants of external debt are reviewed, then the data set, model and methodology of the 
study are explained and finally the empirical findings are presented. 

In this study, the economic and political determinants of external debt are investigated 
on country clusters classified according to income groups. While making this classification, the 
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World Bank Atlas method is taken into account. The World Bank classifies high-income, upper-
middle-income, lower-middle-income and low-income countries according to their gross 
national income per capita expressed in US dollars. 

In this study, the economic and political determinants of external debt are investigated 
separately for lower-middle-income countries and upper-middle-income countries. In this 
framework, the economic factors model is based on Wahed (2017) and Akduğan (2017), while 
the political factors model is based on the specifications of Chiminya et al. (2018) and Nguedie 
(2018). 

In the application part of the study, four different panel data models, including 
economic and political factors, were estimated for lower middle and upper middle income 
countries using annual data for the period 2000-2020. In this context, panel regression methods 
were utilized. Thus, the determinants of external debt of countries with different income levels 
were tried to be determined. 

 

4. Conclusion 

In this study, the economic and political determinants of external debt are investigated 
on country clusters classified according to income groups. While making this classification, the 
World Bank Atlas method was taken into account. According to the World Bank's income 
classification, it is aimed to include countries in all income groups within the scope of the 
analysis. However, since debt in developed countries is based on periodic and temporary 
problems rather than structural problems, countries in the high-income group were not included 
in the analysis. Low-income countries were excluded from the analysis due to the lack of reliable 
data. This situation necessitated the sampling of countries as lower-middle and upper-middle 
income countries. In this sense, the study provides empirical results based on lower-middle- and 
upper-middle-income countries, which is a perfect laboratory due to countries with different 
income and development levels. 

When the results of the panel data analysis are analyzed at the level of income groups, 
it is determined that money supply and exchange rate are the determinants of external debt in 
the economic factors model of lower-middle-income countries, while political stability, 
corruption control and budget deficit are the determinants of external debt in the political 
factors model. For upper middle-income countries, current account deficit in the economic 
factors model and presidential system and economic growth in the political factors model are 
the determinants of external debt. When the models' findings are evaluated as a whole, it is 
found that the macroeconomic determinants of external debt are growth rate, real exchange 
rate, money supply, current account deficit and budget deficit. The political determinants of 
external debt are political stability, government systems and corruption control. Among these, 
budget deficit, current account deficit, real exchange rate, money supply and political stability 
are found to affect external debt stock in a way to increase it. On the other hand, it is concluded 
that increasing growth rate, presidential system and corruption control affect external debt 
stock in a way to decrease it. As a result of the analysis, political factors have a significant effect 
on external debt stock and it is proven that there is a relationship between political factors and 
external debt. 
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The Socio-Economic Factors and Legal Regulations Effecting Private 
School Preferences in Provinces: An Investigation From the            
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Abstract 

Education is a very important universal reality in terms of providing both individual and social 

benefit. It has an important place in economic growth, development and the formation of 

human capital. Although education first started in public schools, social and economic changes 

have led to the existence of private schools. Private schools; These are educational institutions 

opened by local and foreign real and legal entities whose expenses are not covered by the state 

(Law No. 5580).  

Purpose of the study; It is an examination of the effects of socio-economic factors and legal 

regulations on the increasing demand in private schools over the years. Private schools, which 

have an important place in the world with globalization, have increased over the years in Turkey. 

In the study; The independent variables are per capita income in the provinces, female schooling 

rate, female labor force participation, household size, agricultural size, metropolitan 

municipalities, Education-Training Support provided by the Ministry of National Education and 

the closure of private teaching institutions with the article added to Law No. 5580 within the 

scope of Law No. 6528; In order to measure the effect of the dependent variable on the private 

school student ratio, panel data analysis was analyzed with fixed effects model and Driscoll-

Kraay standard error regression models between 2010 and 2020. According to the findings; The 

effects of income, female schooling rate and household size on private school preference are 

statistically significant and the coefficient is positive. Agriculture and women's participation in 

the workforce; It is not statistically significant.  

Used as dummy variable in the analysis; Educational support, closure of private teaching 

institutions and metropolitan cities are statistically significant and the coefficient is positive. For 

this study conducted at the provincial level, students and schools (general and vocational high 

schools) studying in secondary education were taken into account. In this study, the analysis 

made at the provincial level showed that private school preference was higher in metropolitan 

cities. The reason for this may be that metropolitan cities are more convenient both in terms of 

the number of schools and opportunities. In the study, in order to determine the impact of legal 

regulations on private school choice, the years in which education support and the decision to 

close private teaching institutions were included in the analysis as dummy variables.  

According to the results of the analysis, it was concluded that the closure of private teaching 

institutions and education support increased the choice of private schools. The increase in 

income has a positive effect on families' choice of private schools because the increase in income 
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can make a positive contribution to the amount that families allocate from their income for 

education expenses for the education of their children. Increase in private schools; By ensuring 

competition both among private schools and between public schools and private schools; It may 

increase efficiency and productivity in education, but the fact that families with better socio-

economic status have a higher advantage in entering education in private schools may cause 

inequality of opportunity in education. In order to ensure equality in education, the 

opportunities provided to students in the process of achieving success must be the same. 

 

Keywords: Education, Private School, Legal Regulations, Income 

 

 



37th International Public Finance Conference / TR 275 

October 12 – 15, 2023, Antalya / Türkiye 

 

The Relationship Between Human Development and Public 
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and Developing Countries  
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Abstract  

This study aims to investigate the effects of public expenditures in developed and developing countries 
on the human development index. For this purpose, 15 developed and 14 developing countries were 
included in the analysis. Annual data set was used in the study, and the data set covers the period 1990-
2021. The analyses are investigated with Fourier time series techniques. Accordingly, the unit roots of the 
series are analyzed with the Fourier ADF unit root test developed by Enders and Lee (2012). The 
cointegration relationship between the series is analyzed with the Fourier Shin cointegration test 
developed by Tsong et al. (2016). FMOLS estimator with Fourier functions was used to estimate the 
coefficients in countries with long-run cointegration relationship. According to the findings, there is a 
long-run cointegration relationship between the two variables in Japan, Italy, USA, Sweden and Denmark 
in developed countries and in India, China, Mexico, Turkiye, Colombia, Chile, Pakistan and Peru in 
developing countries. According to FMOLS estimation results in developing countries, public expenditures 
positively affect the human development index in all countries. In developed countries, the coefficients 
are positive in Japan, negative in Italy and Denmark, and statistically insignificant in the USA and Sweden. 

 

Keywords: Human Development Index, Public Expenditures, Time Series Analysis 

JEL Codes: C22, H50, O15  

 

1. Introduction 

Public expenditures, which have an important place among fiscal policy instruments, are 
actively used by the state to meet economic, social, cultural and other public needs. Public 
expenditures in many areas such as investment expenditures, education and health 
expenditures, consumption expenditures and social transfer expenditures are directly related 
to social welfare. The positive externalities that will emerge in the field of education and health 
through public expenditures are expected to affect human development in the long run. In this 
respect, when human development is accepted as a measure of welfare, the impact of public 
expenditures on human development gains importance. As the weight of the state in the 
economy increases, the economic and social phenomena that emerge bring the welfare-
enhancing role of the state in the economy back to the agenda. 
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This study aims to investigate the effects of public expenditures in developed and 
developing countries on the human development index. Data on the human development index 
were compiled from the United Nations Development Program database, and data on public 
expenditures were compiled from the IMF database. The most important advantage of Fourier-
based studies is that the structural break is independent of the break number and break dates. 
Thus, in addition to significant structural changes, soft transitional structural changes are also 
taken into account throughout the period under consideration. The fact that each country is 
analyzed separately in the study is ensuring the consideration of country-specific situations. An 
important contribution is made to the literature by using Fourier-based time series analysis 
techniques in examining the effect of public expenditures on the human development index. 

 

2. Theoretical Framework 

As development and growth increase over time, public investments shift more towards 
human capital investments such as education, health and welfare services. This model is the 
model in which Wagner and Musgrave use the growth in public expenditures (Durmuş, 2006: 
259). Wagner stated that the social development that emerges in the structures of societies, in 
other words, the demand for better quality public services will necessitate an increase in public 
expenditures and the state will have to make more public expenditures to meet this demand 
(Işık and Alagöz, 2005: 66). According to Musgrave, the needs arising from urbanization, 
population and economic development are effective in the increase in public expenditures 
(Yayla and Şaşmaz, 2020: 182).  However, according to Musgrave, excluding public expenditures 
in extraordinary periods such as war, the ratio of public expenditures to national income is 
stable. This suggests that over time, as countries complete their development process, the 
composition of public expenditures will be in favor of education, health and social expenditures. 
Unlike Wagner and Musgrave, Keynes argued that economic growth depends on the increase in 
public expenditure. Therefore, he argued that public expenditures should increase. Unlike 
classical thought, Keynes emphasized that the demand side of the economy is more important. 
Likewise, he stated that economic growth would be realized by increasing demand through 
public expenditures (Gül and Yavuz, 2011: 75). 

 

3. Findings 

This study aims to investigate the effects of public expenditures in developed and 
developing countries on the human development index. For the purpose, 15 developed and 14 
developing countries were included in the analysis. An annual data set was used in the study 
and the data set covers the period 1990-2021. Data on the human development index was 
compiled from the United Nations Development Program database, and data on public 
expenditures was compiled from the IMF database. Empirical analyzes were carried out using 
Fourier-based time series analysis techniques. The most important advantage of Fourier-based 
studies is that structural breaks are independent of the number of breaks and break dates. Thus, 
in addition to obvious structural changes, smooth transitional structural changes are also taken 
into account throughout the period under consideration. Analyzing each country separately in 
the study also ensures that country-specific situations are taken into account. A significant 
contribution to the literature is made by using Fourier-based time series analysis techniques in 
examining the impact of public expenditures on the human development index. The analyses 
are investigated with Fourier time series techniques. Accordingly, the unit roots of the series are 
analyzed with the Fourier ADF unit root test developed by Enders and Lee (2012). The 
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cointegration relationship between the series is analyzed with the Fourier Shin cointegration 
test developed by Tsong et al. (2016). FMOLS estimator, which includes Fourier functions, was 
used to estimate the coefficients in countries where long-term cointegration relationships were 
detected. According to the findings, in developed countries such as Japan, Italy, USA, Sweden 
and Denmark; In developing countries, there is a long-term cointegration relationship between 
the two variables in India, China, Mexico, Turkiye, Colombia, Chile, Pakistan and Peru. Looking 
at the FMOLS estimation results in developing countries where the relationship is detected, 
public expenditures positively affect the human development index in all countries. In 
developed countries where the relationship was detected, it had a positive effect in Japan and 
a negative effect in Italy and Denmark, while the coefficients were statistically insignificant in 
the USA and Sweden. 

 

4. Conclusion 

The findings reveal a different picture in developed and developing countries. While 
there is a relationship between the two variables in developing countries, this relationship is 
more limited in developed countries. This can be explained by the fact that developed countries 
provide social welfare to a greater extent than developing countries. In other words, since the 
welfare of the developing country group considered in this study is relatively low, public 
expenditure policy is considered to be more important.  

Since developing economies often lack the necessary infrastructure and public services, 
they benefit more from increases in government spending than developed countries (Davies, 
2009). However, we can state that it is not valid to make a common interpretation for all 
countries. Each of the selected countries certainly has different economic structures and 
problems. Therefore, it should be taken into account that there may be different preferences 
and objectives for policymakers in each country. 
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The Importance of Financial Incentives for Blue Bonds                 
in Fighting Against Disasters  
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Abstract 

Food security, drought, disasters related to climate change, energy needs, and the protection of natural 
resources are among the main challenges that the world will face in the next 30 years. Rising sea levels 
due to climate change, acidification and eutrophication in the oceans, marine pollution, and the beginning 
of biodiversity decline pose a major threat to the earth. As a result of the transfer of these developments 
on a global scale to the inland seas, policies, and practices aimed to combat these problems are also 
important at the national level for the countries that are on the seashore. Blue bonds are one of the blue 
financing instruments issued to support investments and projects to ensure healthier seas and oceans. 
The purpose of this statement is to raise awareness about the importance of blue bonds for financing the 
sustainability of the seas and oceans, to examine applications for blue bonds, and to draw conclusions 
from the point of view of Türkiye. For the future and sustainable prosperity of Türkiye, which is 
surrounded by the sea on three sides, it is necessary to reduce the environmental footprint in marine 
tourism activities, protect the seas in port activities, accelerate the transition to low carbon, and regulate 
the fishing sector. From the point of view of Türkiye, blue bonds are an important financing tool for the 
protection of its seas and the riches of aquatic life. The incentives provided to the issuers and investors of 
green bonds in the world have contributed to the spread and success of green bonds. It is expected that 
the incentives for blue bonds will also be successful. It would be beneficial for Türkiye to use this tool 
widely and provide tax incentives for both the bond issuers and its investors. 

 

Keywords: Blue Bond, Blue Economy, Climate Change, Disasters, Tax Incentive, Sustainable Development 
Goals.  

JEL Codes: E62, Q54, Q01 

 

1. Introduction  

Oceans are the critical resource that keeps the global economy in terms of food supply 
and employment. Oceans, which absorb more than a quarter of the greenhouse gases released 
into the atmosphere, are faced with the problem of acidification due to increased carbon dioxide 
consumption. Additionally, eutrophication, rising water levels as a result of climate change, 
pollution, overfishing, and the disappearance of aquatic habitats pose a great threat to the 
Earth. The policies aiming to combat these issues are of national importance for coastal 
countries since these issues are experienced on a global scale and also have a negative impact 
on inland seas.  

The recent awareness of the sustainability of the oceans has attracted attention to the 
“ocean-based economy” or in other words “blue economy”. Today, “blue economy” refers to 
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international interest in growing ocean-based economic development in a way that is both 
environmentally sustainable and socially equitable. 

The subject of this study is financial incentives for blue bonds, which are one of the 
financing options for the preservation of aquatic life, one of the sustainable development goals 
in the fight against disasters caused by climate change. 

The aim of this study is to raise awareness about the importance of blue bonds for 
financing the sustainability of seas and oceans, to examine the financial incentive practices of 
for blue bonds, and to draw conclusions for Türkiye. In the study, the concept of blue economy 
and blue bonds, their development, and the relationship between blue bonds and green bonds 
will be explained. The results of academic studies on the tax incentives provided for blue bonds 
will be mentioned and their importance will be emphasized. 

 

2. Blue Bond 

The 14th article of the United Nations' sustainable development goals, titled Life Below 
Water; is expressed as "conserve oceans, seas and marine resources and use them sustainably 
for sustainable development". Blue economy, which was first brought to the agenda at the 
United Nations Sustainable Development Conference (Rio+20) in 2012, seems to be a fairly new 
concept. At the United Nations Rio +20 Conference, the blue economy was designed which 
reflects the conditions and needs of countries whose future livelihood depends on maritime in 
a developing world context (United Nations, 2012:3). The concept of “blue economy” aims to 
promote economic growth, social inclusion and the protection or improvement of livelihoods, 
while also ensuring environmental sustainability (World Bank & United Nations, 2017:1). 

Several methods such as taxes, subsidies, fees, standards, and pollution permits can be 
applied in the public economy to combat activities that cause pollution in the oceans and seas 
and spread negative externalities that harm the environment (Brears, 2021: 288). 

Blue bond is a debt instrument issued to facilitate the transition to the blue economy 
and provide financing for projects that provide positive environmental, economic, and climate 
benefits in aquatic habitats such as seas and oceans (Sermaye Piyasası Kurulu, 2022:7). Blue 
bond is one of the sustainable financing instruments, just like a green bond. Green bond 
standards and principles also apply to this bond. In international markets, ICMA (International 
Capital Market Association) accepts blue bonds as green bonds as long as they comply with the 
four elements of the Green Bond Principles (International Capital Market Association, 2021:8). 

Blue bonds are securities that are a new form of sustainability-themed bonds, issued to 
support investments and projects aiming to make oceans and seas healthier, protect 
biodiversity, and support sustainable fishing. Blue bond revenues are allocated only to the areas 
mentioned above in a narrower scope than green bonds. 

Investors lend money to a bond issuer, who agrees to pay interest and make principal 
payments at a specified period each year until the due date of the bond. The bond issuer aims 
to borrow money from investors for their projects, and the investor aims to earn interest 
income. The maturity of the bond can generally be five, ten, or fifteen years and it will earn a 
certain rate of interest (coupon) throughout the period. Issuing blue bonds also helps investors 
fulfill their corporate social responsibilities (Brears: 2021:301). 

Blue bonds can be issued by governments, municipalities, multilateral development 
banks and development finance institutions, banks and other financial institutions, and large 
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and medium scaled enterprises (Asian Development Bank & International Finance Corporation, 
2023:4). 

 

3. Development and Taxation of Blue Bonds in Türkiye 

Seychelles, Asian Development Bank, Nordic Investment Bank, World Bank, and Bank of 
China are some of the countries and institutions that issue blue bonds. Even though there is no 
blue bond in Türkiye, Akbank offers loans under the name of the "Blue Financing Product 
Package". 

The quarterly public finance report published by the Ministry of Treasury and Finance in 
May 2021, which is among the goals of the Green Deal Action Plan in Türkiye, aims to carry out 
a borrowing transaction through bond issuance in the international Environmental, Social, and 
Governance (ESG) bond market regarding the issuance of sustainable bonds. Within this scope, 
it is stated that a bond framework document has been prepared. The Green Deal Action Plan 
includes promoting sustainable loans and creating a suitable environment for banks to have easy 
access to international funds for sustainability purposes. Capital Markets Board (SPK) published 
the "Green Debt Instrument, Sustainable Debt Instrument, Green Lease Certificate Guide" in 
2022 in order to encourage the financing of investments that will have a positive contribution 
to environmental sustainability. The Guide states that the issuance of blue debt instruments in 
the domestic market, the same as blue debt instruments issued within the framework of ICMA's 
Green Bond Principles in international markets, should be carried out in accordance with the 
four basic elements specified in this Guide (Sermaye Piyasası Kurulu, 2022:2).  

Lease certificates issued for blue projects can be evaluated within the scope of green 
lease certificates in line with ICMA and CMB's acceptance of blue debt instruments within the 
scope of green debt instruments. In this case, in order to facilitate the originators in Türkiye to 
obtain financing through the issuance of lease certificates, significant tax incentives are provided 
for asset leasing companies and originators’ lease certificate applications in Article 17-4 (g)  and 
17-4(u) of Value Added Tax Law, in paragraph 14 of Table (2) annexed to Article 9 of the Stamp 
Tax Law and in Article 123 of Act of Fees. However, there are no incentives in Türkiye regarding 
the taxation of periodic returns and trading profits that investors obtain from their lease 
certificate investments (Ulusan, 2015:46-47). 

In Türkiye, there is no special provision or tax incentive in our tax legislation regarding 
the revenue obtained from blue bonds. Revenue obtained from government bonds and private 
bonds is subject to withholding tax in accordance with provisional article 67 of the Income Tax 
Law. The revenue obtained from blue bonds is also subject to tax. 

 

4. The Importance of Financial Incentives For Blue Bonds 

Financial incentives are provided to both the issuer and the investor in green bond 
issuances around the world. As with green bonds, it is important for sustainable development 
to provide financial incentives to both investors and issuers to promote the spread of blue bonds 
issued to finance blue projects.  

Many countries have implemented different policies to promote green bonds. Although 
there are not enough empirical studies on the effectiveness of these policies, the first empirical 
study on this subject is the study of Azhgaliyeva and Kapsalyamova (2021). The study shows that 
some green bond policies, such as green bond grants and tax incentives, as well as cooperation 
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and political signals, are effective in promoting green bond issuance (Azhgaliyeva and 
Kapsalyamova, 2021). 

Lin & Hong (2022) stated in their study that the Chinese Government should direct more 
financial concessions and subsidies to green projects undertaken by private enterprises, and also 
provide exemptions to attract investors to make investments in green bonds and serve as a 
channel to resolve disputes that may arise between issuers and investors. 

The Plan Bleu Report (2020) suggests expanding the use of prices, taxes, and subsidies 
to develop the blue economy in the Mediterranean (Plan Bleu, 2020: 5). 

 

5. Conclusion  

It is necessary to reduce the environmental footprint in marine tourism activities, 
protect the seas in port activities, accelerate the transition to low carbon, and regulate the 
fishing sector for the food security and sustainable prosperity of Türkiye, which is surrounded 
by the sea on three sides. Blue bonds are an important financing tool for Türkiye in protecting 
the richness of its seas and aquatic life. Incentives for green bond issuers and investors around 
the world have contributed to the spread and success of green bonds. It is predicted that 
incentives for blue bonds will also be successful. It would be beneficial for Türkiye to use this 
tool widely and provide tax incentives for both bond issuers and investors. 
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Evaluation on the Use of Discounted Corporate Tax as a 
Financial Tool During Disaster Periods  
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Abstract  

Reduced corporate tax is an incentive given to taxpayers through corporate tax. This practice is essentially 
embodied in data such as the Decision of the Council of Ministers, the Corporate Tax Law, the Corporate 
Tax General Communiqué No. 1, Rulings, and Judicial Decisions. The lack of sufficient data in the legislative 
provisions has led to disputes between taxpayers and the tax administration in practice. In this study, 
evaluations will be made focused on some issues that may be characteristic of the reduced corporate tax 
application, and will focus on suggestions on how the reduced corporate tax can be used as an effective 
tax incentive during disaster periods, such as extraordinary periods. 
 
Keywords: investment incentive, incentive certificate, reduced corporate tax 
JEL Codes: H25, K34  

 

1. Introduction  

With globalization, foreign direct investments in the mobility of production factors have 
become the most important target variable in the tax competition environment. Income and 
corporate tax reductions aimed at tax competition create taxation injustices(Çiçek & Uğur, 
2019).  

Reduced corporate tax application is a concept that emerged after the concept of 
'investment discount' in tax legislation and has taken its place among the diversity of concepts 
in investment incentives.  

Article 19 of the Income Tax Law titled 'Investment Deduction Exemption for 
Commercial and Agricultural Earnings' has been abolished, effective as of 1/1/2006. Article 
32/A, added to the Corporate Tax Law (CTL) No. 5520, has started to make sense for investment 
incentives given since 2009. 

 

2. Reduced Corporate Tax as an Investment Incentive Practice    

2.1. Concept of Incentive Certificate  

An incentive certificate is a document that allows you to benefit from the support 
elements registered on it, if it is carried out in accordance with the conditions determined by 
the value containing the characteristics of the investment(Türk & Fatihoğlu, 2015).  

Investment incentive certificates falling within the scope of CTL Article 32/A are a source 
of tax deduction for income taxpayers as well as corporate taxpayers.  
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2.2. Decisions of the Council of Ministers 

The infrastructure of the reduced corporate tax, other than CTL, is the provisions of the 
Decision of the Council of Ministers (DCM) No. 2009/15199. After DCM No. 2009/15199, the 
provisions of DCM No. 2012/3305 enabled the development of the practice.  

Within the framework of the provision added as "Provisional Article 8" to the Decision 
No. 2012/3305 by DCM No. 2017/9917, limited to the investment expenditures made between 
2017-2022; In addition to adding 15% to the investment contribution rate, a 100% tax deduction 
was also provided for investment income and other operating earnings.  

Within the framework of the provisions of the temporary article added to DCM 
numbered 2012/3305 after the earthquake disaster dated 06/02/2023; In accordance with the 
provision of temporary article 16, investment periods were extended for three years without 
request, and some flexibility was provided in loan repayments in accordance with the provision 
of temporary article 17.  

 

2.3. Investment Incentive Certificate Statistics 

The table below includes the number of investment incentive certificates issued 
between 2018 and 2022. 

 

Table 1. Investment Incentive Certificates Issued Between 2018-2022 

 2018 2019 2020  2021 2022 

Region 1 2.197 2.323 4.363 5.442 5.451 

Region 2 905 898 1.885 1.960 2.575 

Region 3 750 687 1.345 1.615 1.855 

Region 4 552 520 816 782 1.177 

Region 5 356 324 658 622 969 

Region 6 742 659 1.103 2.088 1.516 

Miscellaneous Region 15 8 11 5 27 

Grand total 5.517 5.419 10.181 12.514 13.570 

Source: Ministry of Industry and Technology, 2018-2022.(Created using data.) 

 

2.4. Tax-Specific Applications 

The main goal of applying reduced corporate tax to taxpayers' earnings from other 
activities during the investment period; The aim is to increase the attractiveness of investing 
domestically by charging less tax at the investment stage(Oruç, 2016). 

The investment period is not defined in the law, but in the draft circular it is defined as 
the period until the completion of the investment, even if it is partially operational(Türk & 
Fatihoğlu, 2015).  

Investment types are stated in Article 9 of the Communiqué on the Implementation of 
the Decision on State Aids in Investments No. 2012/1; Although it is divided into 5 types: 
complete new investment, expansion, modernization, product diversification and integration, 
complete new investments and expansion investments are listed in CTL article 32/A. It is thought 
that expansion investments include other investments written in the Communiqué other than 
complete investments(Dökmen, 2013).  
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Article 32/A of CTL entered into force on 28/02/2009; The definition of integration, 
modernization, product diversification investments, complete new investments and expansion 
investments was determined in the Communiqué dated 28/07/2009. It is understood that the 
new definitions of income, which are not included in the CTL after approximately 5 months, are 
due to the fact that other investment types were not defined in the incentive legislation at the 
time the Law was published in the official gazette(Kurdoğlu,2012). 

 

3. Procedures to be Followed in Reduced Tax Application 

If you want to list special issues regarding tax deduction; Issues such as determining 
investment and operation periods, monitoring and controlling actual expenditures within the 
scope of investments, complying with the calculation rules in investment earnings and 
determining their accuracy, having more than one incentive certificate used in the same period, 
determining and calculating the base to which a discount will be applied, come to the fore. 

If the actual expenditure amount is higher than the expenditure amount envisaged in 
the incentive certificate, the requirement for revision of the incentive certificate is met by 
replacing the phrase "can" with the phrase "have to". If it is not fulfilled, the amount before the 
revision will be taken as basis(Coşgun,2018 Şubat). 

The practice in case expansion investments cannot be tracked in separate accounts in 
the reduced corporate tax application has been clarified. However, no separate regulation has 
been made on this issue for completely new investments.  

In the ruling of Izmir Tax Office dated 09/12/2011; It has been reported that the total 
fixed assets registered in assets refers to the gross amounts of all depreciable assets, whether 
used in production or not, before deducting their accumulated depreciation. 

Expansion investments are only possible for investments within the scope of regional 
incentive practices. In the calculations regarding expansion investments in the Uniform Chart of 
Accounts; Accounts numbered 251, 252, 253, 254, 255, 256, 258 and 260 will be taken into 
consideration(Akyol,2013).  

Economic assets purchased through financial leasing within the scope of the investment 
incentive certificate must be monitored in the "260 Rights Account" within the framework of 
the provisions of Article 290 Bis of the Tax Procedure Law(İndirimli Kurumlar Vergisi 
Rehberi,2021).  

In the decision of the Ninth Chamber of the Council of State dated 09.12.2021; Since the 
financial leasing agreements on which the investment incentive certificate was issued were 
terminated, it was undisputed that the integrity of the investment and the terms and conditions 
specified in the investment certificate could not be protected, it was decided that there was no 
unlawfulness in the assessment. 

While the profit amount before applying taxpayers' deductions, exemptions, previous 
year losses and legally unacceptable expenses to their earnings amounts is commercial profit, 
the profit after the application of these elements can be called financial profit. 

Investments within the scope of the investment incentive certificate, in which the entire 
investment contribution amount is consumed, are converted into income from other activities, 
not into investment income, according to the incentive legislation. In evaluating whether 
commercial profit or financial profit will be taken as basis for reduced corporate tax; If we look 



37th International Public Finance Conference / TR 286 

October 12 – 15, 2023, Antalya / Türkiye 

at the rule of calculating the ratio of each profit to the total tax base in the Corporate Tax General 
Communiqué No. 10, it can be thought that financial profit is emphasized. 

Once the investment is put into operation, discount can only be applied to investment 
earnings. There is no explanation in the Communiqué explaining the application in case 
institutions have previous year loss amounts, and the issue is not clarified in the draft 
circular(Türk & Fatihoğlu, 2015).  

In the letter of Ankara Tax Office dated 20/02/2012; It has been stated that a reduced 
corporate tax may be applied if legally unacceptable expenses are added to the commercial 
balance sheet profit related to the expansion investment and a profit is obtained after deducting 
all discounts, exceptions and previous year losses. In addition, it is stated that it is not possible 
to transfer the unused discount right to subsequent periods. 

 

4. Conclusion 

Insufficient understanding of the legislation and different views of the administration 
and the judiciary create problems in the application of reduced corporate tax. Due to the need 
for faster structuring and development in disaster areas, it may be desirable for the state to 
accelerate the process with supportive practices. DCMs in the incentive legislation aim to 
"eliminate regional development differences". These statements can be seen as the justification 
for special regulations for disaster areas. As a matter of fact, provisional articles 16 and 
provisional 17 added to DCM numbered 2012/3305 are compatible with this.  

Providing sub-regional incentive supports for investments in disaster areas, combining 
investment gains and gains from other activities during the investment period in disaster areas 
and using the total amount in temporary tax bases, provision of temporary article 8 being 
inclusive in disaster areas even though it does not cover the expenditures made in 2023 and 
after, providing taxpayers who invest in disaster areas Measures can be developed that can be 
increased in number, such as providing tax exemptions to taxpayers who sell services within the 
scope of these sales. 
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Abstract  

Natural disasters are natural events that cause great losses and cannot be prevented by humanity. While 
economic losses are experienced after natural disasters, many problems arise in the fields of zoning, 
health, culture and social life. In order to solve all these problems, large economic resources are needed. 

Public expenditures made by states in ordinary and extraordinary periods are financed by public revenues. 
The important type of income through which these public expenditures are financed consists of tax 
revenues. Tax revenues planned within a calendar year are collected in a way that can finance ordinary 
public expenditures. However, public expenditures may not always be realized as planned. After 
extraordinary natural disasters, great economic needs arise. The majority of this needed economic 
resource is provided from the general budget, which is formed by tax revenues. These unexpected public 
expenditures bring along many economic problems such as budget deficit and postponement of planned 
public expenditures. 

While the economic needs of the region increase after natural disasters such as earthquakes, there is a 
great decrease in the public revenues that the state will collect from the region. For this reason, meeting 
the economic needs in extraordinary periods such as earthquakes is much more difficult than ordinary 
public expenditures. The effects of the Kahramanmaraş-centered earthquake that took place on 
06.02.2023 were felt in a large geography covering 11 provinces. After the earthquake, great economic 
needs emerged. For this reason, in areas declared as disaster areas effective for general life due to natural 
disasters; The Afet Yeniden İmar Fonu was established in order to provide, manage and transfer the 
necessary resources for zoning, infrastructure and superstructure works to the relevant public 
institutions. The Fund was enacted by the Law on the Establishment of the Afet Yeniden İmar Fonu, dated 
15.03.2023 and numbered 7441. 

The taxes that the states give up collecting in order to realize their economic, financial and social goals 
are called tax expenditures. Within the Afet Yeniden İmar Fonu, some exemptions and exceptions have 
been applied as tax expenditures in order to create sufficient resources in the financing of natural 
disasters. It is stated that the donation amounts of those who donate in cash to the fund can be shown in 
their income and corporate tax bases and can be deducted from their income and corporate income. 
In the study, incentives for the Disaster Reconstruction Fund through tax expenditures will be evaluated 
and the advantages and disadvantages of these expenditures will be mentioned.Keywords: Afet Yeniden 
İmar Fonu, Tax Expenditure, Exemption, Exception, Earthquake 
 
Keywords: Afet Yeniden İmar Fonu, Tax Expenditure, Exemption, Exception, Earthquake 
JEL Codes: H2, H3 

 

1. Introduction 

The majority of public expenditures made by states while fulfilling their duties and 
responsibilities are financed by taxes. For this reason, tax revenues are indispensable for states. 
However, in some economic, financial or social situations, states waive their tax receivables. Tax 
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expenditures, defined as the waiver of tax receivables, are made to protect, support or 
encourage some taxpayer groups or tax subjects.  

All public resources were mobilized to eliminate the damage caused by the major 
earthquake disaster that took place on 06.02.2023, centered in Kahramanmaraş and affected 
11 provinces, and to carry out infrastructure and superstructure works. However, after such 
major natural disasters, economic needs also experience extraordinary increases. For this 
reason, a disaster reconstruction fund was established on 15.03.2023 in order to provide the 
economic resources needed after natural disasters.  

In the study, after explaining the scope of tax expenditure, its implementation methods 
and reasons, incentives for deducting cash donations and aid made to the disaster 
reconstruction fund from income and corporate earnings will be evaluated as tax expenditure. 

 

2. Tax Expenditure 

States have many economic, financial, and social duties and responsibilities. The most 
important financial source of public expenditures while fulfilling these duties and responsibilities 
consists of tax revenues. For this reason, states that do not want to lose revenue are working to 
collect all their tax receivables. However, in some cases, states give up some of their tax 
receivables in order to achieve certain purposes, as required by the conditions of the period. 
The government's waiver of tax receivables is called tax expenditure. Tax expenditure, which 
has many definitions, is generally defined as; It is expressed as a loss of tax revenue resulting 
from a legal provision that is not compatible with the basic taxpayer obligations stipulated by 
the law in order to achieve certain economic and social objectives (Saraç, 2010: 264). Tax 
expenditure definitions are made by some states and international organizations as follows 
(Ministry of Treasury and Finance, 2018: 5); 

• World Bank, a discount outside the norm 
• IMF, tax revenue forgone due to some provisions 
• OECD, tax provisions that deviate from the standard rate 
• USA defines it as deviations from detailed normal structure. 
• Australia defines what is outside the accepted benchmark system as tax expenditure. 
• Canada also accepts the benchmark system and considers deviations from it as tax 

expenditure. 

When we look at the practices of tax expenditures around the world, it appears as a 
method of economic intervention frequently used by states. When looking at the purpose of 
application, differences can be seen. These differences arise due to the economic conditions of 
the period and the management approaches of the states. Tax expenditures are applied by 
governments to achieve some economic, social and political goals. These generally consist of 
providing state support to certain social groups such as the poor, retired, and orphans, and 
practices that encourage investment, savings, production and exports (Giray, 2002: 28). 
Although states' definitions and applications for tax expenditures differ due to differences in 
their economic structures, it is generally seen that the same methods are used. Tax expenditures 
generally occur in the form of exemptions, exceptions and deductions. 

 

2.1. Exemption, Exception and Discount 

Exemption and exception; These are practices aimed at excluding certain taxable 
persons and tax subjects (Akdoğan, 2019: 158). Exemption means excluding individuals from 
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tax, and exception means excluding tax subjects from tax. Exemptions and exceptions vary 
depending on the purpose of application and the economic conditions of the period. It can be 
applied to protect individuals or tax subjects from negative effects or to encourage and support 
certain sectors. 

The discount is; It is the reduction of tax rates specified in the tax tariff for the benefit 
of a specific person or activity (Giray, 2002: 29). Tax deductions, like exemptions and exceptions, 
are applied to protect or encourage certain areas of activity. For example; The Ministry of 
Finance offers a 5% tax discount to tax-compliant taxpayers. With this practice, taxpayers are 
encouraged to fulfill their tax-related duties and responsibilities in a timely and complete 
manner. 

 

2.2. Reasons for Tax Expenditure 

Tax expenditure, as a concept, was first used in the USA in the 1960s and became a 
frequently used public policy tool around the world after being included in official documents 
(Yoruldu, 2021: 142). When we look at the reasons for the implementation of tax expenditures, 
which are generally expressed as public revenues that states give up on collecting, they differ 
according to the economic conditions of the period, tax understanding and development levels 
of the states. The reasons for applying tax expenditures, which mostly occur in the form of 
exemptions, exceptions and reductions in tax rates, are generally expressed as follows 
(Armağan, 2007: 236); 

 Reducing the tax burden on taxpayers 

 Achieving global competition 

 Preventing the informal economy 

 Increasing taxpayer compliance with taxes 

 Increasing tax revenues 

 

3. Disaster Reconstruction Fund Afet Yeniden İmar Fonu 

While economic losses occur after extraordinary natural events such as large-scale 
earthquakes, economic needs also increase. After the Marmara earthquake on 17.08.1999, 
economic needs increased unusually. In order to finance these economic needs, the law dated 
26.11.1999 and numbered 4481 "on the creation of certain obligations and amendments to 
some tax laws in order to compensate for the economic losses caused by the earthquake that 
occurred in the Marmara region and its surroundings on 17.8.1999 and 12.11.1999" came into 
force. Additional income tax, additional corporate tax, additional property tax and additional 
motor vehicle tax were collected by the relevant law. In addition to additional taxes, a new tax, 
the special communication tax, has also come into force. 

A major earthquake occurred in Turkiye on 06.02.2023, affecting 11 provinces centered 
in Kahramanmaraş. After the earthquake, which made its impact felt in a wide geography, many 
lives and property were lost. Especially when looking at the region's contribution to the 
country's economy, it can be seen that the economic loss is even greater. According to the 
earthquake report of the Presidency of Strategy Development, it is seen that 11 provinces 
affected by the earthquake constitute approximately 10% of the national income (Presidency of 
Strategy and Budget, 2023: 13). This means a huge economic loss for the state. When we look 
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at the share of the provinces affected by the earthquake in the country's exports, it is seen that 
they constitute 8.6% of the total exports (Strategy and Budget Presidency, 2023: 13). 

It is not possible to finance the entire economic need in the region after major natural 
disasters such as earthquakes, floods and fires, from the general budget prepared by calculating 
ordinary public expenditures, without creating a budget deficit. For this reason, when both the 
economic size of the damage and the contribution of the earthquake zone to the country's 
economy are deducted, a large loss of tax revenue will occur, so it has become necessary to 
create economic resources through additional practices. 

For this reason, the Disaster Reconstruction Fund was established in order to meet the 
economic needs arising during disaster periods. The fund came into force with the "Law on the 
Establishment of the Disaster Reconstruction Fund" dated 15.03.2023 and numbered 7441. The 
purpose of the fund established under the Ministry of Treasury and Finance is stated in Article 
1 of the law as follows; 

“In areas declared as disaster areas affecting general life due to natural disasters; "To 
establish a Disaster Reconstruction Fund (Fund) in order to provide, manage and transfer the 
necessary resources for reconstruction, infrastructure and superstructure works to relevant 
public institutions and organizations, and to regulate the procedures and principles regarding 
the management and activities of the Fund." 

 

3.1. Disaster Reconstruction Fund’s Source and Use 

The majority of economic needs arising from natural disasters to date have been 
financed from the general budget. The burden of the public budget, which is created by 
calculating public expenditures in ordinary periods, increases after extraordinary disasters. This 
burden caused by disasters on the general budget is planned to decrease with the entry into 
force of the disaster reconstruction fund. The sources and financing of the fund are stated in 
Article 4 of the Law on the Establishment of the Disaster Reconstruction Fund as follows; All 
kinds of cash donations, aid, grants and loans from domestic and foreign sources, appropriations 
to be included in the budget for this purpose and other income. 

The use of the resources created within the fund is subject to the decision of the fund's 
board of directors. The fund's board of directors; It consists of the Minister of Treasury and 
Finance, the Minister of Environment, Urbanization and Climate Change, the Minister of Energy 
and Natural Resources, the Minister of Agriculture and Forestry, the Minister of Internal Affairs, 
the Minister of Transport and Infrastructure and the President of Strategy and Budget. In 
addition, article 6 of the relevant law states that the use of the fund's resources will be audited 
in accordance with independent audit standards and financial data will be shared with the public 
on a quarterly basis. 

 

3.2. Disaster Reconstruction Fund’s Exemptions and Exceptions 

Some exemptions and exceptions have been introduced to provide economic resources 
in the Disaster Reconstruction Fund, which was created to provide the resources required for 
reconstruction, infrastructure and superstructure works in the disaster area after natural 
disasters. Exemptions and exceptions related to the disaster reconstruction fund are regulated 
in Article 7 of the Law on the Establishment of the Disaster Reconstruction Fund. Accordingly, 
the fund is exempt from corporate tax, stamp duty and fees. What stands out here as tax 
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expenditure is the exemptions and exceptions that those who donate to the fund will benefit 
from. This situation is explained in Article 7(3) of the relevant law as follows; 

“All cash donations and aid made to the fund can be deducted from the declared income 
or corporate income in determining the income or corporate tax base within the framework of 
the provisions of Law No. 193 and Law No. 5520, provided that they are shown separately on 
the income or corporate tax return.” 

It is aimed that the economic resources generated in the fund through donations and 
aid will be at a level that will finance public expenditures after natural disasters. The fact that 
donations made to the fund can be deducted from the declared income or corporate earnings 
brings with it some negativities, but it is an encouraging element in terms of increasing 
donations and reaching the desired levels. 

 

4. Conclusion 

Taxes, which are the most important source of income for states, are extremely 
important in financing public expenditures. For this reason, while states are looking for new tax 
sources, they are also struggling with tax loss and evasion. However, states do not always take 
actions aimed at tax collection. In some cases, tax receivables are waived for various purposes 
such as protection, support and encouragement according to the economic conditions of the 
period.  

A fund was created to be used after natural disasters to meet the great economic needs 
arising from the earthquake centered in Kahramanmaraş. The purpose of creating the disaster 
reconstruction fund is to provide the necessary resources for reconstruction, infrastructure and 
superstructure works that occur after natural disasters. A number of policies have been 
implemented to encourage the fund. In this context, it is stated that donations and aids can be 
deducted from income or corporate earnings during the declaration in order to ensure sufficient 
income within the fund. In other words, the state has taken into account a certain tax 
expenditure to support the fund. However, the necessity of this tax expenditure is open to 
debate. While it is aimed to establish a disaster reconstruction fund to provide a cash 
mechanism in times of natural disasters, on the other hand, the fact that the aid and donations 
to be made here can be deducted from the corporate income in income and corporate taxes is 
an indication that the fund is indirectly subject to state support. At this point; 

 In general, after being included in the inefficient tax expenditure category of the 
Ministry of Treasury and Finance, donations and aid made to the fund are not shown as 
expenses and ultimately no tax expenditure is made, 

 Supporting the fund by the state with the wealth fund, so that the state will provide a 
direct support element without spending taxes, 

 2% of monthly electricity consumption is deducted as TRT share. Transferring 1% of this 
directly to the Disaster Reconstruction Fund, 

 It may also be suggested to allocate resources to the fund by allocating space in the 
general budget. 
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Abstract 

When any natural disaster occurs, damages must first be compensated based on the resources 
of the insurance company. The responsibility of the state here consists of whether the insurance 
system is operated professionally and whether the premiums are evaluated taking into account 
risk return measures. If these are done properly, the damages will be covered through the 
insurance system and there will be no liability reflected in the public budget. Due to this 
responsibility, it may be possible for the state to transfer mass resources from the budget in the 
said period, as well as the damage that cannot be compensated. States bear a significant part of 
the costs of disasters. This is true for developing economies and even OECD economies where 
private insurance markets are underdeveloped. Human and economic losses caused by natural 
disasters and public measures taken within this framework put pressure on the public budget 
balance and cause a budget deficit. Identifying contingent liabilities is extremely important as it 
provides a basis for the sources of financial commitments that may arise for a state when a 
major natural disaster occurs. This step not only clarifies the sources of the government's explicit 
commitments to bear disaster-related costs, but also clarifies potential implied commitments, 
that is, implied obligations. Governments should disclose their disaster-related contingent 
liabilities and their approach to managing them. Such disclosures can create confidence that 
these obligations are well managed. Japan is one of the leading countries that impose 
conditional obligations to provide post-disaster financial assistance.  

Japan makes clear commitments to finance the improvement and rehabilitation of nationally 
and regionally owned public infrastructure. It also provides explicit assistance to affected 
households for housing rehabilitation and temporary tax relief. Loan guarantees are provided 
to small and medium-sized enterprises (SMEs), complemented by safety net loans to overcome 
temporary cash flow problems. The government also retains part of the liability for Japan 
Earthquake Reinsurance. In the study, countries that have implemented a clear commitment to 
provide post-disaster financial assistance and the commitments they have implemented will be 
detailed, and inferences and suggestions will be made for Turkey. Emphasis will be placed on 
the importance of defining the central government's legal responsibility for financing post-
disaster response and recovery, including cost-sharing arrangements between central and local 
governments. 
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Abstract 

The taxation of wage earners in Turkiye undermines fairness in taxation in several aspects. One of these 
is bracket drift. Especially in a high inflation economy, wage earners are taxed at the second tax bracket 
more rapidly due to bracket drift. In order to solve this problem and restore fairness in taxation, the 
increases in tax brackets are evaluated with the help of some indices in the literature. In the study, a 10-
year period between 2014 and 2023 is examined. After the calculations and comparisons, it was found 
that if the reappraisal rate is calculated in detail, there is a cumulative deviation of -8.32% in the 10-year 
period. Various calculations were also made with the help of two different indices in the literature. In this 
perspective, it will be possible to restore fairness in taxation when income tax increases are made carefully 
and with the help of the right variables. 
 
Keywords: Income Tax, Bracket Creep, Inflation, Tax Justice 
Jel Codes: H24, E64, P44 

 

1. Introduction 

Wage earners have problems when they are taxed because their income tax bracket 
drifts due to inflation. This is a problem that undermines fairness in taxation. Especially in high 
inflation economies, tax bracket drift is more severe. For this reason, this study aims to find a 
solution to the problem of taxation fairness that occurs due to tax bracket drift during 
inflationary periods. In this context, the first bracket of income tax is recalculated according to 
two different indices that aim to improve the income tax tariff. Through these calculations 
covering the last 10 years, the first brackets of the current income tax are compared. The study 
provides new methods and some suggestions for tax increases that should be applied during 
periods of high inflation. 

This study consists of 4 parts. The first part of the study describes the definition, scope 
and taxation of wages. In the second part, the current tax tariff is evaluated from the perspective 
of fairness in taxation. The third section discusses the income bracket drift due to inflation. In 
the last section, the first bracket of income tax is recalculated with the help of some proposed 
indices and various evaluations are made. 

 

2. Wage - Inflation Relationship and its Analysis in terms of Fairness in 
Taxation 

Wage is "an element of income obtained as a result of the participation of labor, a factor 
of production, in production" (Şenyüz, Yüce, Gerçek, 2023: 81). The most common way of taxing 
wage income is through deductions at source (Bilici, 2013:54).  In order to provide justice in 
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taxation, the tax paid must be proportional to the financial power (Edizdoğan, Çetinkaya, 
Gümüş, 2019: 241-242). The principle of fiscal power also serves to implement the principles of 
fairness and equality in taxation (Susam, 2020: 273). One of the instruments to provide fairness 
in taxation is the progressive income tax tariff. In a high inflation economy, the burden of the 
tax, the collection of which is later, decreases even more. According to Tanzi, changes in inflation 
will also affect tax revenues depending on the income elasticity of the tax and indexation 
(Cardoso, 1998:621). 

Bracket creep refers to the automatic increase in average tax rates due to rising real 
wages or inflation. Bracket creep can be explained by the fact that a wage earner's salary 
increases at the rate of inflation, causing him/her to pay more tax. (Carling&Potter, 2015:3-4In 
the narrow definition, bracket creep arises from the fact that the increase or decrease in income 
tax tariff brackets lags behind the increase or decrease in the general price level (Nacar, vd., 
2021:1004). 

In countries with high inflation rates, bracket drift is more severe. As such, the bracket 
drift that occurs during inflationary periods is used by governments as a hidden tax increase 
(Carling&Potter, 2015:22-23). In the Turkish tax system, " reappraisal" is one of the most 
important measures against the negative effects of inflation. 

 

3. Recalculation of Tax Brackets 

The study analyzed the increases in the first bracket of the tax tariff over the last 10 
years and observed deviations between the amount calculated according to the revaluation rate 
and the applied amount. Although the downward adjustments or deviations within the year 
appear to be small, when cumulatively totaled and calculated, only the deviation for the last 10 
years exceeded 8.3%. This amounts to a hidden nominal tax increase. 

There are two different index proposals in the literature that aim to improve the income 
tax tariff. According to the first of the indices proposed in the literature to calculate income tax 
increases (Eğilmez, 2016), it is proposed to increase the income tax tariff by the inflation rate 
every year. According to the calculation based on this index, the index suggests a higher increase 
in years with low inflation compared to the current income tax tariff increase. 

When another index in the literature (Akalın, 1987) is analyzed, it is suggested to include 
the rate of increase in national income per capita in addition to the inflation rate in the relevant 
equation when calculating the increases in tax brackets.  According to the calculation based on 
the addition of the rate of increase in per capita income in addition to the inflation rate, it was 
found that the tax bracket increases calculated in the other 9 years analyzed, except for the year 
2023, were larger than the increases in the applied tax brackets. In other words, the incomes of 
individuals are moved to the upper bracket faster. 

 

4. Conclusions and Recommendations 

While wage earners are taxed according to the income tax, they face problems due to 
the drift of the income tax bracket due to inflation. Especially in high inflation environments, 
this drift is more pronounced. In this study, the first bracket of income tax is analyzed. First, a 
comparison is made between the tax brackets calculated with the reappraisal rate for the last 
10 years and the applied tax brackets. According to the result, the applied tax bracket contains 
negative deviations. Then, new calculations and comparisons were made using two indices in 
the literature that include tax bracket revisions. According to the first index, which recommends 
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the inclusion of inflation rates in tax bracket increase calculations, bracket drift increases in 
periods of high inflation. According to the second index, which proposes to include the GDP per 
capita growth rate in addition to inflation rates in the calculation of tax bracket increases, 
bracket drift is eliminated. 

In this context, some suggestions will be presented for the establishment of tax justice 
for wage earners: 

 In order to ensure fairness in taxation, wage earners who pay their taxes subject to 
withholding at source should be given the opportunity to be taxed at a lower rate within 
the scope of the principle of separation, 

 Reappraisal rates should be applied to tax brackets with care and fractions should not 
be rounded downwards, 

 In a high inflation economy, reappraisal rates should be calculated using a method that 
also takes into account the increase in per capita income, 

 The President has the authority to increase the reappraisal rate by up to 50%, and 
positive intervention in tax bracket increases is possible within the limits of this 
authority when needed, 

 Salaries and wages that are lower than the poverty line should be fixed in the first tax 
bracket and should not move to the next tax bracket until they exceed the poverty line, 

 Reducing the first bracket of income tax from 15% to 10% and increasing the number of 
brackets is important to ensure fairness in taxation. 
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Evoluation of the Legality of the Effective Repentance 
Provisions of the Tax Procedure Law in light of relevant 
decisions from the Constitutional Court and the ECtHR  
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Abstract  

Provisional Article 34, which has been added to Tax Procedure Law m. 6 of Law No. 7394 to 359, comprises 
the provisions for effective repentance in tax criminal law. One of the requirements set forth by the law 
to take use of the applicable provisions, "not to file a lawsuit, if one is filed, to waive it and not to resort 
to legal remedies," has drawn criticism in the legal community. In particular, it's crucial to analyze the 
constitutional circumstances in which rights can be curtailed, including the freedom to seek justice, the 
right to access the legal system, the right to a fair trial, and the ability to file an appeal against the 
administration's decisions. Evaluations will be made on the legality of the relevant provision, taking into 
account the recent decisions of the Constitutional Court and the violation decisions of the European Court 
of Human Rights regarding the limitation of the right to apply to the court. 

 
Keywords: Effective Repentance, Constitutional Court, European Court of Human Rights, Freedom to Seek 

Rights, Right to own Property  
Jel Codes: K11, K34, K38 
 

1. Introduction 

The institution of effective repentence is mainly regulated in criminal law. In the Turkish 
Criminal Code, it is foreseen that effective remorse can be utilized for certain crimes. The legal 
nature of this institution is the partial or complete elimination of the damage as a result of the 
perpetrator regretting after the crime and making efforts to eliminate and compensate for the 
damages arising from the crime committed. In tax criminal law, the institution of effective 
remorse is included in the provisional article 34 added to Article 359 of the Tax Procedure Law 
by Law No. 7394.  

The main subject of the study is the provision of "not filing a lawsuit or waiving the right 
to file a lawsuit and not applying for legal remedies", which is a condition stipulated by the law 
in order to benefit from the institution in the application of effective remorse in both laws. As a 
result of this provision, individuals choosing to waive the right to file a lawsuit by benefiting from 
effective remorse may lead to the limitation of rights such as the freedom to seek rights, the 
right of access to court, the right to a fair trial, and the right to apply for judicial remedy against 
the actions and transactions of the administration. 

 

2. The Legal Nature Of Effective Repentance 

The complete or partial elimination of the penalty as a result of the perpetrator's 
remorse after the completed crime he committed and his efforts to eliminate the damages of 
the crime he committed is referred to as effective remorse. 

                                                           
1  Res. Assist., Çanakkale Onsekiz Mart University, ORCID: 0000-0001-5583-0085, aysemiray.cengiz@comu.edu.tr 
2  Prof. Ph.D., Çanakkale Onsekiz Mart University, ORCID: 0000-0002-5113-1006, erhang@comu.edu.tr 
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Although the main regulation area of effective remorse is criminal law, this practice is 
also included in tax criminal law.  

 

3. Effective Repentance Regulation in Article 359 of TPL 

The first effective regret regulation in the Tax Procedure Law is made in Article 359, 
which regulates the offenses and penalties of smuggling. According to this provision, if the 
specified conditions are fulfilled, the penalty will be reduced. In order to benefit from this 
reduction, the conditions sought are as follows: 

- Completion of the Smuggling Crime 

- Payment of the full amount of the tax, late payment interest and late payment penalty, 
half of the penalties and the corresponding late payment penalty within the legal period 

- Realization of Repentance within the Legal Period 

- Failure to File a Lawsuit, Waiver if filed and Failure to Apply for Legal Remedies 

 

3. Effective Repentance Regulation in Provisional Article 34 Introduced 
by Law No. 7394 

Provisional Article 34 introduced by Law No. 7394 was added to the Tax Procedure Law. 

The provisional article is actually a continuation of the effective remorse institution regulated in 

Article 359. According to this article, the files in the execution phase will be able to benefit from 

the effective remorse provisions applied in the investigation phase of Article 359. In fact, in order 

to benefit from the penalty reduction, the condition of not filing a lawsuit before the tax court, 

waiving if filed, not applying for legal remedies or waiving if applied is still sought. 

 

4. Examination of the Legality of the Failure to File a Lawsuit Condition in 
the Context of the Constitutional Court and ECtHR Decisions 

The legality of the effective repentance institution under Art. 359 and Provisional Art. 34 

of the TPL is criticized in the doctrine. Because in order to exercise a recognized legal right, the 

right to file a lawsuit must be waived. However, the exercise of the right to file a lawsuit by 

making such a choice may raise important question marks for some Constitutional rights. 

 

4.1. Freedom of Right and Right of Access to Court 

The right of access to courts is also regulated as a constitutional right in our country. The 
limitation of fundamental rights and freedoms regulated in our Constitution is subject to certain 
conditions in Article 13 of the Constitution. Restriction of rights without complying with these 
conditions means that the Constitutional right is violated. The Constitutional Court has 
recognized that this right is not an absolute right and stated that the restriction will be lawful 
provided that 1. the essence of the right is not touched, 2. there is a legitimate purpose, 3. it is 
clear and proportionate and 4. it does not create a heavy burden on the person (AYM, B. No: 
2022/120, 1/6/2023). 
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The right of access to a court is not directly mentioned in the European Convention on 
Human Rights. However, since it is an inherent element of the right to a fair trial (Art.6), the 
Court stated that the right to a fair trial should be interpreted broadly to include the right of 
access to a court (ECtHR, Golder, 1975). The Court stated that the right of access to a court is 
inherently restricted by the State, but in order to avoid a violation of Article 6/1, the following 
conditions are required 1. the limitations must not be restricted in such a way as to impair the 
essence of the right, 2. the aim must be legitimate, 3. there must be a reasonable proportionality 
between the aim to be achieved by the limitation and the limitation (ECtHR, Hanževačkı, 2023). 

 

4.2. Right of Property 

According to the Constitutional Court, 

- The possibility that the perpetrator of the crime and the perpetrator of the tax may be 
different persons,  

- The criminal court's decision of acquittal on whether the criminal act of tax evasion, 
which caused the tax loss, was committed by the defendant on the grounds that "it is fixed that 
the crime was not committed by the defendant",  

- Erroneous determinations of taxes and penalties by the administration, 

- Except for the cases of the tax evasion crime, which is characterized as a consequence 
crime, the fact that the criminal court will not make the determination regarding the commission 
of additional acts that will lead to tax loss, in such possibilities, the fact that the tax debt was 
paid when it should not have been paid brings up the protection of economic values within the 
scope of the right to property (AYM, B. No: 2022/59, 28/09/2022, p.33). 

The right to property is one of the rights protected by the Constitution. As stated before, 
the regulation in Article 13 is taken into consideration in order to limit the rights protected under 
the Constitution. Article 35, which regulates the right to property, stipulates that this right can 
only be restricted for the purpose of public interest. It is clear that there is a public interest in 
the collection of tax, which is a public receivable. On the other hand, it is also clear that there is 
a regulation to reduce the workload of the courts. Therefore, the conditions of public interest 
and limitation by law are met. 

The Constitutional Court has particularly evaluated the restriction of the right to 
property in terms of proportionality. Proportionality is the balance between the public interest 
to be achieved and the restricted right of the person. The person who does not actually have to 
make a payment but is forced to make a payment faces a heavy burden. In addition, since the 
person does not actually owe money to the state in this case, the necessity to transfer the tax 
and other payments to the treasury quickly, which is expressed as a public interest, disappears, 
and therefore, the only public interest in this situation will be the easing of the workload of the 
judiciary, but it cannot be said that this is in a fair proportion to the excessive burden imposed 
on the person (AYM, B. No: 2022/59, 28/09/2022, p.47). 

 

4.3. Redress Mechanisms and the Right to Effective Remedies 

The possibility of effective exercise of the right to property is among the positive 
obligations of the state. This means that the state must provide mechanisms to protect and 
remedy the right to property. The person should be given the right to apply to a competent 
authority for his/her violated right, his/her right to property should be protected and the 
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damage should be compensated. The Constitutional Court refers to these mechanisms as 
redress mechanisms. 

The Court states that the "right to effective remedy", a right regulated under Article 40 
of the Constitution, has also been violated. The right to effective remedy includes the possibility 
for anyone who claims that a constitutional right has been violated to apply to administrative 
and judicial remedies that are reasonable, accessible and favorable to the elimination of the 
violation and its consequences (Constitutional Court, B. No: 2022/59, 28/09/2022, p.50). 

 

5. Conclusion 

In Article 359 and Provisional Article 34 of the TPL, the provision of "not filing a lawsuit, 
waiving if filed, and not applying for legal remedies", which is one of the conditions required to 
benefit from the effective remorse, causes the limitation of some Constitutional rights.  

The first of these is the right of access to the court, which is a manifestation of the 
freedom to seek justice. The right of access to the court is a constitutional right (Art. 36) and 
Constitutional rights can be restricted only if the conditions in Art. 13 of the Constitution are 
complied with.  

The Constitutional Court, on the other hand, has not considered the right of access to 
the court as an absolute right, but has expressed the conditions for its limitation.  

The ECHR, on the other hand, did not directly regulate the right of access to a court and 
stated that it falls within the scope of the right to a fair trial. Similar to the Constitutional Court, 
the Court explained in the Golder judgment that this right is not absolute, but that certain 
conditions are sought for limitations, otherwise it will rule a violation  

The Constitutional Court, on the other hand, specifically mentioned the right to 
property. The Constitutional Court stated that the inability to file a lawsuit due to the utilization 
of the effective remorse provision in the case of payment of the amount not required to be paid 
in the four cases mentioned violates the right to property.  
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Abstract 

The aim of this study, which examines the tax liability of legal representatives, limited to joint stock and 
limited companies, is to determine the basic principles in determining the period in which the legal 
representative will be responsible. In this context, first of all, it has been determined that the 
determination of the legal representative should be made according to the private law relationship. 
Subsequently, the periodicity principle that dominates tax law is explained and, by making use of the 
doctrine, it is concluded that periodicity in terms of liability for public receivables should be different from 
the periodicity principle dominant in fiscal law. In determining the time period for which the legal 
representative is responsible, the effect of the trade registry was evaluated together with specific cases 
and it was concluded that the tax administration cannot be a bona fide third party in terms of trust in the 
registry. In the last part of the study, which concludes that the legal representative should be liable only 
for his/her fault, specific situations regarding the allocation of fault are mentioned. In accordance with 
the principles of liability determined in the study, which benefited from judicial decisions and literature; 
It has been concluded that the legal representative's tax liability should be limited only to the tax duties 
that he/she has failed to fulfill during his/her term of office. 
 
Keywords: Tax Responsible, Legal Representative, Periodicity Principle, Faulty liability 
JEL Codes: K34, K29. 

 

1. Introduction 

The study, which aims to determine the basic principles in determining the period in 
which the legal representative will be liable, is limited to the legal representatives of joint stock 
and limited companies. 

Within the scope of the study, the term tax will be used in a broad sense, including other 
financial obligations. The reason for this is to provide a fluent expression along with the fact that 
the term tax is used in a broad sense such as “tax liable” and “tax responsible” in the Tax 
Procedure Law, which includes general provisions regarding other financial obligations such as 
duties and fees. 

The tax liability of legal representatives are regulated in Article 10 of the TPL in terms of 
taxes and receivables directly related to taxes, and in repeated Article 35 of the Law on 
Procedures for Collection of Public Receivables (“LPCPR”) in terms of other public receivables. 
With respect to both regulations, the liability of the legal representatives is limited to the period 
of term of office. On the other hand, in accordance with the opinion we agree with (whether 
arising from Article 10 of the TPL or repeated Article 35 of the LPCPR), both liabilities should be 
considered as faulty liability2. 

                                                           
1  Res. Asst., Istanbul University, Faculty of Law, Department of Fiscal Law, ORCID: 0000-0002-2716-9493, 

yetkinkaan@gmail.com 
2   There is a prevailing opinion that the liability under Article 10 of the TPL is a fault liability (Constitutional Court PS, 

E. 2014/144 K. 2015/29 T. 19.3.2015; Council of State Board of the Unification of Case Law, E. 2013/1 K. 2018/1 T. 
11.12.2018; Kaneti vd., p. 134; Karakoç, p. 224). The subject of debate is whether the liability under repeated Article 
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2. Periodicity as a Precondition for the Liability of the Legal 
Representative 

2.1. Legal Representative 

The determination of the legal representative should be made according to the private 
law relationship. Although it is regulated as a tax liability institution, the text of Article 10 of TPL 
requires this. The determination of who is the legal representative of a joint stock or limited 
company depends on knowing who has the authority to represent and bind the relevant 
company in the context of a private law relationship. Therefore, it should be stated that legal 
representation follows a private law relationship.  

 

2.2. Periodicity 

2.2.1. The Principle of Periodicity Dominating Fiscal Law 

The notion of periodicity is defined in the case-law unification decision of the Council of 
State as “the division of the life span of enterprises, which is considered to be unlimited, into 
certain periods of limited duration and the calculation of the operating results of each period 
separately from the other periods”3. 

The origin of the periodicity principle that dominates fiscal law should be sought in 
accounting. In fact, accounting, which has developed in order to dominate the business, enables 
the activities and transactions to be measured in time. The result of the reflection of the 
periodicity of accounting reflected in tax law is the principle of periodicity (Oktar, 6).  

The principle of periodicity is directly effective in determining the tax liability. Indeed, 
the values to be added to or subtracted from the tax assessment are determined according to 
the relevant period. 

 

2.2.2. Periodicity Regarding Liability for Public Receivables 

We believe that the period and liability of the legal representative should be understood 
differently from the periodicity of the tax. 

The main reason for our opinion is that the liability of legal representatives is regulated 
in a narrow and reconsidered manner in Article 553/III4 of TCC No. 6102, as compared to Article 
309/III of TCC No. 6762 (abrogated). This amendment is expressed as follows: “The third 
paragraph acknowledges the supervisory obligations of the members of the governing body, 
whether the functions of such body are transferred in accordance with the law or remain with 
the body itself, but stipulates that this obligation does not extend to facts and matters beyond 
its control. In the absence of an established causal link or fault on the part of the members of 
the board of directors, this provision is intended to prevent the persons in charge of 
management from being held liable on the basis of an abstract understanding of supervision. 

                                                           
35 of the LPCPR is strict liability or not; and we agree with the view that the faulty liability should be applied in this 
regard as well (Barlass, p. 62-65). On the contrary, regarding repeated Article 35 of the LPCPR that the prevailing 
jurisprudence is strict liability, see 4th Chamber of Council of State, E. 2019/5697 K. 2020/1987 T. 11.6.2020 
(http://www.lexpera.com.tr, access date: 27.09.2023). 

3  Council of State Board of the Unification of Case Law, E. 2004/1 K. 2004/1 T. 22.12.2004 
(http://www.lexpera.com.tr, access date: 27.09.2023). 

4  It is regulated as follow: “No person shall be held liable for any violation of the law or the articles of association, or 
for any irregularities beyond his/her control, and such non-liability shall not be invalidated on the grounds of the 
duty of supervision and diligence.” (TCC, 553/3). 
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Because, in practice, it has been observed that the members of the board of directors are held 
liable for any violation of the law or the articles of association in the company, with an 
understanding of supervision beyond human capacity.” For this reason, it is considered that in 
case the legal representatives who do not hold office at the same time serve consecutively, even 
if they are in the same taxation period, one should not be liable for the failure of the other to 
fulfill his/her tax duties with fault, and the period and liability of the legal representative should 
be understood differently from the periodicity of the tax. 

In summary, the period of term of office of the legal representative can be defined as 
the time between the legal transactions and actions that start and end his/her duty. This time 
period indicates the period of liability. On the other hand, it is seen that the approach of the 
judiciary to the issue is to determine the period for which the legal representative is liable to 
coincide with the taxation period5. 

 
2.2.2.1. The Effect of Trade Registry on Determination of the Term of Office of the Legal 

Representative 

The only problem that may arise in the determination of the term of office of the legal 
representative, whether in relation to the commencement or termination of the office, is the 
case where the registry records and the actual situation do not coincide. In this regard, we agree 
with the view that the effect of the registration and announcement is declarative (Barlass, 119). 
Indeed, registration and announcement, which are declarative in principle, will exceptionally be 
constitutive, and the transaction involving a change in the duties of the legal representative is 
not one of these exceptional cases (Arkan, 274). 

As a result of the declarative nature of the registration and announcement, the period 
of responsibility may extend to the period before and after the registry records of the 
commencement and termination of the duty. If this is not recorded in the registry, the actual 
situation will be determined within the framework of the rules of the law of evidence. Although 
the registration and announcement are declarative in nature, there are also decisions of the 
judiciary to the contrary6. 

At this point, in the context of the principle of trust in the registry, it should be noted 
that the tax administration (which does not have direct control over the internal functioning of 
the company and relies on the relevant registration records outside the company) is not a bona 
fide third party. In addition, if the relationship with the company is based on an involuntary 
reason, the actual situation should be considered, not the principle of trust in the registry (Yanlı, 
756; Barlass, 144). Indeed, Article 36 of the TCC envisages the protection of bona fide third 
parties who will enter into a legal relationship with the company by relying on the registry 
record; while in cases where there is no legal transaction, “it is not possible to rely on Article 36 
of the TCC, for example, in matters related to tax law” (Karayalçın, 40; Arkan, 275 and contra. 
Şener, 488). On the other hand, there are judicial decisions stipulating that the principle of trust 
in the registry shall also apply to the tax administration7. 

                                                           
5  See 3rd Chamber of the Council of State, E. 2011/808 K. 2013/754 T. 14.3.2013; 4th Chamber of the Council of 

State, E. 2016/4234 K. 2018/2846 T. 20.3.2018 and contra. 3rd Chamber of the Council of State, E. 2012/210 K. 
2016/1670 T. 22.2.2016 in which the period of liability is interpreted as the period of time actually held office 2016 
(http://www.lexpera.com.tr, access date: 27.09.2023). 

6  For the decision and the grounds for dissenting vote, see 3rd Chamber of Council of State, E. 2011/5061 K. 2015/512 
T. 5.2.2015 (http://www.lexpera.com.tr, access date: 27.09.2023). 

7  See 3rd Chamber of the Council of State, E. 2012/210 K. 2016/1670 T. 22.2.2016; 3rd Chamber of the Council of 
State, E. 2011/5061 K. 2015/512 T. 5.2.2015 (http://www.lexpera.com.tr, access date: 27.09.2023). 
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With a paragraph added to Article 373 of the TCC in 2021, the status of public institutions 
and organizations has been differentiated from that of other third parties8. Despite this, we 
believe that tax offices cannot be accepted as a bona fide third party. In fact, trust in the registry 
should be considered limited to the condition of establishing a voluntary relationship (Yasaman 
& Poroy, 212). For this reason, the existence of an exception for tax administrations should be 
accepted even though there is no mention of it in the article. Otherwise, the right of evidence, 
which is a constitutional right, will be restricted. Nevertheless, it is possible to discuss the 
unconstitutionality of the regulation due to its lack of certainty to prevent the practice that may 
cause violation of rights9. 

In this context, as a result of the interpretation of Article 373/3 of the TCC and Article 
36/4 of the TCC together, it may be stated that;  

- It is possible to prove that the tax administration, which is a third party, knows the 
contrary of the situation that has not been registered or announced10, 

- Public institutions, which are in a different position than other third parties since they 
have direct sanction power against the companies registered in the registry, are 
limited in terms of the documents they may request regarding the representation 
authority of the company. 

As a result, since Article 373/3 of the TCC is a provision that protects the company11, a 
determination should first be made based on private law rules about who has the authority to 
represent the company, and then, in the context of tax law, it should be determined who the 
legal representative is and for which time period he/she is liable. 

 

2.2.2.2. The Effect of a Legal Transaction Performed at an Inappropriate Time or 
Leaving the Partnership without a Legal Representative on the                 
Determination of Liability 

In the event that the authorized signatory of the company resigns from his/her position, 
the legal representation should automatically terminate.  The discussion to be made at this point 
is whether the period for which the legal representative is liable will extend beyond the 
resignation, and if so, for how long. The period during which the legal representative, who 
resigns untimely, will be liable for the tax debts should not be extended beyond the resignation, 
since with the resignation, the representation authority of the person has ended and passed 
back to the board of directors. As an exceptional case, if the legal representative resigns 
untimely in order to put the company in a difficult situation (to the extent that it cannot fulfill 
its tax duties), then the legal order should not protect this behavior on the grounds of abuse of 
right. 

 

                                                           
8  It is regulated as follows: “The trade registry records shall be taken as basis by public institutions and organizations 

regarding the persons authorized to represent registered in the trade registry and their representation forms and 
no document other than the documents issued by the trade registry regarding these records and the 
announcement published in the Turkish Trade Registry Gazette may be requested from the company.” (TCC, 373/3) 

9  On the unfair consequences of the amendment, see 11th Chamber of the Court of Cassation, E. 2021/3154 K. 
2022/7039 T. 17.10.2022 (http://www.lexpera.com.tr, access date: 27.09.2023). 

10 The administration is a whole with its formation and functions (Constitution, 125). 
11 Although it is not binding, our opinion is strengthened by the fact that the reasoning of the article is in this direction. 

For the reasoning of the article, see: Commission on Industry, Trade, Energy, Natural Resources, Information and 
Technology's 27th Term 4th Legislative Year Main Commission Report No. 229 (https://www.tbmm.gov.tr, access 
date: 25.09.2023) 
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3. Special Cases Regarding the Liability of the Legal Representative in the 
Context of the Periodicity Principle 

It should be accepted that the tax liability of the legal representative arises only if he/she 
fails to fulfill his/her tax duties with fault.  

In terms of tax duties that fall within the period of the legal representative, it is not 
sufficient that the obligation to fulfill the duty arises, but it should also be accepted that the due 
date falls within the same period. Otherwise, it will lead to unfair consequences such as not 
being able to benefit from the sufficient time and opportunity provided by the legal order, in 
other words, facing sanctions despite being flawless.  

On the other hand, the due date of a duty arising and continuing during the period of 
the previous legal representative may also fall within the term of the subsequent legal 
representative. In this case, it should be stated that the second legal representative will be liable 
to the tax administration (except in cases where it is not possible to fulfill the duty12).  

In the event that different legal representatives hold office successively in the same 
taxation period, the tax liability arising from the duties that each of them did not fulfill during 
their own term/period of office should be limited to their own term/period of office. For this 
reason, the subject of the payment order to be notified should be limited to the tax debts arising 
from the time limited to the term of office, excluding the term of office of the other legal 
representative serving in the same taxation period. As a matter of fact, joint liability of legal 
representatives is only possible if they hold office (together) in the same period. Here, legal 
representatives did not serve at the same time, but they served in different times within the 
same taxation period. 

For example, in a situation where the former legal representative in the same taxation 
period does not fulfill his/her duties in a way that prevents the full accrual of the tax without 
committing a tax evasion crime, and the subsequent legal representative causes tax loss by not 
submitting the declaration to the tax administration on time, and an ex officio assessment is 
made; both legal representatives will be responsible for the delay interest, the amount lost and 
the one-fold penalty at certain rates. In other words, even if the main responsible for the tax 
loss is the legal representative who failed to fulfill the duty to submit the declaration, if the 
declaration had been submitted on time, tax loss would still occur due to the former legal 
representative’s breach of the duty to comply with the order of books and documents. For this 
reason, the former legal representative should be responsible for the amount of the tax loss that 
would have been incurred if the declaration had been made based on the book records kept 
during the former legal representative’s period and the one-fold tax loss penalty amount 
calculated over that amount; and the new legal representative should be responsible for the 
rest of the tax loss penalty assessment.  

 

4. Conclusion 

Making a determination on the tax liability of legal representatives based on certain 
faults and period assumptions drawn with strict boundaries may produce inaccurate results. In 
fact, within the scope of commercial law, the liability of legal representatives is narrowed 
pursuant to Article 553/III of the TCC. The consequence of this approach in terms of tax law is 

                                                           
12 It is not possible for the new legal representative to fulfill this duty in a situation where the books and documents 

order was not respected in the previous period. As a matter of fact, pursuant to Article 553/3 of the TCC, the 
subsequent legal representative is not liable in this respect. 
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that the tax liability of the legal representative is interpreted as being responsible for his/her 
own period (indicating the term of office of the legal representative). 

For each specific case, it is necessary to determine the fault of the legal representative 
in terms of the tax duties that he/she did not fulfill in his/her own period. In particular, it should 
be taken into consideration that the period for which the tax administration will issue a payment 
order regarding the liability of the legal representative may be different from the principle of 
periodicity in taxation. Therefore, legal representatives who serve consecutively at different 
times in the same taxation period should not be jointly liable. However, when it is examined 
based on the administrative practice and jurisprudence to the contrary, it is considered that the 
joint liability of the legal representative is misunderstood in practice. 
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An Evaluation on Value Increment Share (VIS) in Disaster        
Risk Reduction  
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Abstract 

The word risk, as a concept, refers to an abstract situation with the possibility of harm. According 
to TDK, risk is the possibility of harm from a business or initiative. Disaster risk is defined as a 
function of the vulnerability of a society or system to a dangerous event that may occur in a 
certain place and within a certain period of time, which may cause potential loss of life and 
damage, and its capacity to cope with the event. The content of the concept of risk has expanded 
over time, causing the scope of the disaster phenomenon to be re-evaluated. As a result of the 
realization that many factors that are not perceived as a risk source for disasters can lead to 
damaging events that can turn into disasters over time, the scope of the concept of disaster has 
expanded accordingly. In order to reduce disaster risks, financing the work to be carried out in 
the pre-disaster and post-disaster period has become an important problem. In this context, it 
first came into force with the "Law on Transformation of Areas Under Disaster Risk" dated 
16.05.2012 and numbered 6306.  

With this law, some of the revenues obtained from certain taxes and penalties are recorded as 
income in the special revenue accounts in the "B" table of the General Budget to reduce disaster 
risks. Value Increase Share (DAP) is an application that aims to bring the increase in value that 
will occur in the real estate as a result of the zoning plan change to the public as a value increase 
share; It entered into force with the Law No. 7221 dated 14.02.2020, and the regulation 
regarding its implementation was published in the Official Gazette No. 31245 dated 15.09.2020. 
The value increase share takes into account the increases in the value of the land as a result of 
changes in the zoning plan for any reason. The base of the value increase share is the difference 
between the value of the real estate in question in the current zoning plan and the new value 
that will arise as a result of the plan change. Revenues arising from this difference are deposited 
into the relevant accounts of the relevant ministry, the Ministry of Environment, Urbanization 
and Climate Change; These deposited revenues are transferred to the relevant municipalities, 
ministry and general budget in line with certain criteria.  

The revenues transferred to the Ministry are transferred to the "Transformation Projects Special 
Account" and are used to carry out the activities to be carried out within the scope of Law No. 
6306 on the Transformation of Areas Under Disaster Risk. In this study, the relationship between 
the Value Addition Share (DAP) and disasters will be discussed and how the revenues obtained 
since its entry into force have been used will be examined. In the light of the findings, 
suggestions will be made to expand the DAP application and make it more efficient. 

 

Keywords: Disaster, Disaster Risk, Tax, Value Increase Share 
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The Effect of Force Majeure on Tıme-Related Regulatıons          
in Fıscal Law 
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Abstract 

Force majeure is any kind of extraordinary event that prevents the exercise of a right, the fulfillment of a 
debt or a duty, cannot be known, prevented and eliminated in advance, and is not based on the will of 
the exposed person.  Every force majeure has the effect of preventing the running of time. In this respect, 
there is no distinction such as some legal periods are running and some of them not, in the presence of 
force majeure, and there is no separation of force majeure that prevents and does not prevent the running 
of time. In this sense, force majeure prevents every period from running. This feature/function is accepted 
as a general principle of law. It is not possible to think otherwise. 

In case of force majeure, it is absolute. However, there is uncertainty as to what is the equivalent of 
preventing the running of time as a concept of technical law. In this regard, it would be beneficial to make 
a description of stopping the legal period, and grant an extension of time or cessation. In some cases, 
additional time must be given, or periods must be suspended or ceased. In this framework, the periods 
running in favor of individuals are suspended; on the other hand, the periods running against individuals 
are also be ceased or additional time must be given. In any case, it is appropriate and necessary to 
determine and regulate them by law. In this respect, when the force majeure ends/disappears, an 
additional period of not less than fifteen days should be given for the fulfillment of the delayed debt or 
duty, or it should be accepted that the time has been interrupted and the period should be started again. 
This issue must be clearly regulated by law in accordance with the principles of legal security and certainty. 

 
Keywords: Force Majeure, Fiscal Law, Suspensions of Terms, Interruption of Terms, Giving Additional 

Term 
JEL Codes: K20, K34, K39  
 

1. Introduction 

Fiscal Law is a branch of law that examines with rules related to financial obligations, 
the collection of public revenues, the implementation of public expenditures, the budget, public 
assets, and public debts, as well as the disputes arising from them. Tax Law is the most significant 
part of financial law deals with relationships that directly involve individuals. 

Tax Law is the desired legal framework aimed at achieving a sense of justice and fairness 
through substantive or procedural legal rules concerning the nature of the tax obligation, the 
emergence and termination of tax liabilities, penalties for non-compliance with tax obligations, 
resolution of disputes arising from the fulfillment of tax duties, and taxpayer rights. 

Time limitations are specific or predetermined time intervals. In law, time limits are 
significant in terms of acquiring, exercising, and losing rights and powers. In Fiscal Law, there are 
various provisions related to time limits concerning the powers of public creditors, as well as the 
rights and obligations of public debtors. 

Force majeure is an extraordinary event or circumstance that is unforeseeable, 
unavoidable, and beyond the control of the affected party. The primary impact of force majeure 
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events is on the fulfillment of obligations and duties, particularly in relation to the timeframes 
for their performance, across various branches of law. 

Force majeure not only and solely prevents the provisions of deadlines. Furthermore, it 
is also possible for it to affect liability situations, such as non-imposition of penalties, deferment 
and installment arrangements, and the remission of public debts. However, in this study, only 
the impact of Force Majeure on Time Limits will be examined. 

 

2. Legal Regulation 

When Customs Law is excluded for now, it is known that the only regulation in Financial 
Law regarding force majeure and its effects is included in the Tax Procedure Law. Article 13 of 
the Tax Procedure Law regulates cases of force majeure, while Article 15 reguletes the impact 
of force majeure on time limits. Accordingly, 

"Force majeure: 

1.Severe accidents, serious illnesses, and detention to an extent that will prevent the 
fulfillment of any tax duties; 

2.Disasters such as fires, earthquakes, and floods that prevent the fulfillment of tax 
duties; 

3.Mandatory absences occurring outside the person’s will; 

4.The loss of books and documents due to reasons beyond the owner's control; 

are considered such cases." (Tax Procedure Law, Article 13). 

"If any of the force majeure events listed in Article 13 are present, the deadlines do not 
run until this reason ceases. In this case, they are extended by the same period during which the 
statute of limitations does not run." (Tax Procedure Law, Article 15) 

 

3. The Scope of the Impact of Force Majeure on Time Limits 

3.1. General Explanation 

Due to being an extraordinary and exceptional situation, the force majeure is impossible 
to predict in advance, prevent its occurrence, eliminate its effect when it occurs, avoid its 
impact, and make it the subject of regulation. It occurs without warning, cannot be prevented, 
and is unavoidable. 

Throughout human history, it is known that force majeure has been recognized as a 
circumstance preventing adverse consequences for individuals everywhere and in every era. 
Force majeure is a common concept in various branches of law. Preventing the passage of 
deadlines due to force majeure allows for the timely fulfillment of obligations and duties that 
cannot be performed within the specified period later; the utilization of unused rights; and, in 
some cases, the exemption of individuals from material or financial liability is one of the general 
principle of law. 

In Fiscal Law, the fundamental regulation concerning force majeure is included in the 
Tax Procedure Law. Since it is not possible to limit the cases considered as force majeure 
restrictively, the legislator provides examples of situations considered as force majeure and uses 
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the word 'such as' to indicate that force majeure cases are not limited to those expressly 
mentioned in the article. 

When a force majeure event occurs, it's essential to specify which times are suspended. 
In accordance with the clear provision of the Tax Procedure Law, it is indisputable that 
timeframes associated with tax obligations and the statute of limitations do not elapse when a 
force majeure event takes place (Tax Procedure Law, Article 15/I). Moreover, it is evident that, 
following the cessation of this event, the statute of limitations is extended by the same duration 
for which it was suspended. Any doubts concerning the impact of force majeure on deadlines in 
Tax Criminal Law, Public Enforcement Law, and Tax Judiciary Law are unnecessary and 
inconsequential. 

 

3.2. Effects of Force Majeure on Time Limits 

In accordance with the explicit provision of Article 15 of the Tax Procedure Law, it should 
be clear that the timeframes related to tax obligations and the statute of limitations do not run 
when a force majeure event occurs, and after the cessation of this event, a new period 
commences for taxpayers or an additional period should be granted. As for the statute of 
limitations, it continues from where it left off (Tax Procedure Law, Article 15/1), and there should 
be no doubt about this. In this context, as long as the force majeure persists, a taxpayer is not 
considered to have failed to fulfill their obligation due to the non-running of deadlines. 

However, it's important to note that a force majeure event that hinders the completion 
of a particular tax obligation only leads to the postponement of the associated deadline. 
Deadlines for the taxpayer's other responsibilities remain unaffected. For instance, in the event 
of the involuntary loss of a taxpayer's records and documents, the payment deadline for 
previously incurred tax debts remains unaffected. 

Time limits related to Public Enforcement Law also do not run in the presence of force 
majeure. To think otherwise would mean not understanding the nature of force majeure’s 
hindrance to the operation of time limits. It cannot be claimed that the provisions in the Tax 
Procedure Law only result in consequences related to time limits mentioned in in this Law. The 
Law on Procedures for the Collection of Public Claims includes all provisions related to time, 
including the references made to the the Tax Procedure Law in Article 8. Moreever, the 
hindrance of time limits by force majeure is one of the General Principles of Law. Therefore, 
there is no need for any additional regulation. 

The time limits for filing lawsuits, resorting to legal remedies, and other procedural steps 
related to Tax Litigation Law are also within the scope of the effect of force majeure on time 
limits due to the nature of the matter. 

There is no provision in the Administrative Procedure Law, which also regulates Tax 
Litigation Law, regarding the impact of force majeure on the time limits for filing lawsuits and 
resorting to legal remedies. The Code of Civil Procedure, among the referenced provisions in tax 
litigation law, does not include provisions for restitution to the previous status. However, it 
should be acknowledged that the effect of force majeure in preventing the operation of time 
limits, as regulated in the Tax Procedure Law, is applicable in the judicial process related to tax 
litigation law. Additionally, by utilizing the general principles of law, it is possible and necessary 
to extend the effect of force majeure on time limits to the judicial process. However, the reason 
for debates and convoluted searches for solutions is the lack of necessary and appropriate 
regulations. Yet, it is possible to put an end to such doubts and debates by explicitly including 
the institution of restitution to the previous status, as found in the Code of Civil Procedure 
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(Articles 95-101 in Turkish Code of Civil Procedure) or the German Tax Litigation Law (§ 56 FGO; 
§ 110 AO), in the Administrative Procedure Law. 

 

4. Consequences of the Impact of Force Majeure on Time Limits 

Force majeure gives rise to its legal consequences upon its existence and occurrence. 
While the impact of force majeure on times is acknowledged, there are different approaches 
regarding the nature of this impact. Force majeure, in essence, prevents the running of any 
deadline. However, it should be understood that the effect of force majeure is not equally 
applicable to all times. In other words, it must be accepted that force majeure does not have 
the same effect on every time-related provisions. 

When times do not run, the issue of under what principles individuals affected by force 
majeure should be granted additional time to fulfill their obligations and exercise their rights 
remains uncertain, leading to debates. The non-running of times can be described in two ways, 
which are expressed as 'suspension' and 'interruption. 

Suspension is that the period that had run until the reason for stopping occurred 
continues to run from where it left off after the reason for stopping is eliminated. In such a 
situation, the remaining time may be too short to fulfill an obligation or exercise a right. 

Interruption means that the period that has elapsed until the cause of interruption 
arises is erased, and after the cause ceases, the period starts anew. In this case, when the cause 
occurs, the past time is disregarded, and an equivalent period begins anew for the fulfillment of 
obligations or the exercise of rights. This method automatically puts an end to the debate about 
when the period began and stopped, whether the remaining time is short or long. In this way, 
individuals can more easily fulfill their obligations and exercise their rights. However, the 
periods, which serve as a vital mechanism for upholding legal order, should not become 
excessively prolonged or permanently non-functional. 

 

5. General Evaluation and Conclusion  

In Fiscal Law, the time limits are determined by the legislative, executive, or judicial 
authorities. In the case of force majeure, the time limites specified in law or determined by the 
administration regarding tax obligations do not run. This non-running can be understood as a 
suspension in terms of the statute of limitations and as an interruption or the granting of 
additional time for taxpayers. 

It is beneficial to acknowledge that, in case force majuere prevention of the running of 
times should be applied as the form of suspension in time limits like statutes of limitations. Also 
in the case of individual force majeure events, it may be applied as a fifteen-day extension or 
the completion of the remaining time within fifteen days; in other cases and time limits, it may 
also considered as interruption. This distinction is important because if every period/ time-
related regulation were to be suspended, it would inevitably lead to delayed matters and 
grievances. 

In the case of granting additional time, it might be thought that the non-running of 
deadlines loses its significance. However, it should not be overlooked that the commencement 
and expiration of the additional time should be initiated based on the cessation of the non-
running of deadlines. 
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The impact of force majeure events in preventing the running of deadlines results in a 
temporary consequence. Undoubtedly, it is important for individuals to be exempted from the 
legal consequences of being deemed non-compliant with deadlines, thereby avoiding certain 
civil or criminal sanctions. 
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Taxational Truth: Shadow Metaphor1 

 

Müslüm Gümüş2  Mustafa Erkan Üyümez3 

 

 

Abstract 

In the allegory of the cave, Plato uses the metaphor of the shadow to point out that the phenomenal and 
the perceptual are different. With the shadow metaphor, Plato tries to explain that in order to reach the 
truth, one should not be satisfied with what is visible, but should grasp its essence. Shadow is used as a 
metaphor in this study to discuss tax truth theoretically. Taxes, the existence of which is parallel to the 
emergence of the concept of the state, are nowadays realized as a purely economic value. While the 
accounting science focuses on the calculation aspect and the legal science focuses on the regulation of 
taxes, politics, psychology and sociology are also considered in tax regulations, due to the taxpayer-
oriented understanding of taxation. This is also a necessity to ensure equitable taxation, which is a 
prerequisite for taxational truth. As such, tax truth can only be possible if the true nature of the tax-
generating event is revealed in its economic, legal and financial aspects, with tax legislation prepared in 
accordance with the changing economic and social conditions by giving wide coverage to sociological and 
economic contents and in accordance with the conditions of the day and social needs and employing a 
regulation to spread the tax burden to the base. 

 

Keywords: Fair Tax Order, Truth, Perception of Truth. 
Jel Code: K34, H21. 

 

1. Introduction 

Used as a metaphor in many senses, the “shadow” is depicted in Plato's allegory of the 
cave as the truth of the captives in the cave: “In a cave with an entrance that opens into the 
light, there are people who have been imprisoned since childhood. At the entrance to the cave 
there are people holding various tools and equipment. The shadows of these tools and 
equipment are projected into the cave by the light at the entrance of the cave and the captives 
in the cave see the shadows of these tools and equipment and hear the voices of the people 
outside the cave. In such a situation, the people in the cave associate the tools and equipment 
they see with the voices they hear and attribute different meanings to these shadows. They think 
that the shadows they see are truth and that these shadows are talking to them.” (Plato, 2017: 
231-232). For those in Plato's cave, the shadows and their speech are truth. The fact that the 
voices do not belong to the images can only be understood when one leaves the cave. 

Discussions on truth and justice have been debated since the beginning of society. The 
search for truth has always continued and what is fair has always been considered to be in 
accordance with the truth. In the presentation of tax truth, conformity with justice is the most 
important argument that will lead us to tax truth.  
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2. The Legal Dimension of Taxational Truth 

Law (Işıktaç & Metin, 2016: 49), which characterizes human behaviors that produce 
results in the field of truth, “refers to the whole set of rules that regulate the relations between 
individuals in society and whose compliance is sanctioned by state power” (Yılmaz, 2005: 274). 
However, in positivist legal philosophy, which disregards the relationship between law and social 
conditions and ethical values, which can be referred to as the soul of law, law is viewed as a set 
of norms established by the legislator (Aral, 2012: 146). Phenomena that change over time and 
space necessitate the review and renewal of legal norms at regular intervals. As a result, the 
reaction to a legal regulation made or to be made in the eyes of society is directly proportional 
to the extent to which it provides justice. Therefore, legal regulations should contribute to social 
order, daily life requirements, and the realization of justice inherent in social reality (Türközer, 
2006: 100). The law was born out of the need to apply the measure of justice to social events 
and relations and to evaluate them according to this measure (Aral, 2012: 44). However, the fact 
that the essence of law is not the future, that is, that it sets rules for the future based on the 
past, poses a problem in terms of the law's ability to always reveal truth. For this reason, the 
rule of law must make use of concepts such as reason, logic, morality, justice, modernity, 
legitimacy, human rights and general principles of law while determining “what should be” 
rather than “what is” (Can, 2002: 140). Only in such a case can equity be achieved. 

It is unavoidable that the rules of law, which govern all aspects of life, govern economic 
relations as well. The state, which intervenes in all aspects of life and does so within a specific 
legal framework, uses its taxation authority to tax based on its sovereignty over its territory 
(Öncel et al., 2018: 35), which has a direct impact on the economy. The state interferes with the 
fundamental rights and freedoms of individuals through its taxation power. The limitations of 
this intervention are also determined by legal regulations. According to Article 73 of the 
Constitution, “Everyone is required to pay taxes in proportion to their financial capacity to meet 
public expenditures. The fair and balanced distribution of the tax burden is the social objective 
of fiscal policy.” As such, the state intervenes in the economy within certain constraints and by 
considering certain factors. To achieve a healthy outcome, the event that gave rise to the tax 
must be evaluated and determined in light of its economic nature and content. 

 

3. An Economic Approach to Ensuring Taxational Truth 

Legal regulations shall be effective in their wording. However, in some cases, in order to 
understand what a legal regulation means, interpretation methods are applied by taking into 
account the sociological, economic and psychological factors, the purpose of the regulation, the 
norm to be applied to the concrete material event and the conditions at the time of regulation 
(Gözler, 2016: 259). In law, there are four basic interpretation methods: literal interpretation, 
systematic interpretation, historical interpretation, and teleological interpretation. In tax law, 
interpretation based on the purpose of the law results in the application of the economic 
approach. The economic approach, which rejects the formalist legal approach in the context of 
tax law's sui generis nature, has two main elements: economic analysis and economic 
interpretation (Öncel et al., 2018: 27). Economic analysis refers to the determination of the 
taxable event based on economic truth (Sarıcaoğlu, 2017: 67). This aspect of the economic 
approach is also part of the proof and constitutes an important principle of proof (Sarıcaoğlu, 
2017: 69). The legal basis for economic scrutiny is Article 3/B of the Tax Procedure Law (TPL), 
which stipulates that “the taxable event and the true nature of the transactions related to this 
event are essential” and Article 9/2 of the TPL, which stipulates that “the fact that the taxable 
event is prohibited by law will not remove the tax liability and tax responsibility”. (Akkaya, 2002: 
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81). The economic scrutiny element is addressed in the doctrine in relation to collusive 
transactions and tax-veiling activities before the administration and the judiciary. Collusion is 
defined as the deliberate inconsistency between the declared and actual intentions of the 
transaction's parties. In collusive transactions, the parties agree that they will not be bound by 
the outward appearance and that it will have no effect between the parties, and they either 
pretend to have a relationship that does not exist or reflect the relationship they actually want 
to have in a different way (Akkaya, 2002: 91). Tax-veiling is the practice of using private legal 
structures and institutions for purposes other than their intended purpose to evade taxes (Öncel 
et al., 2018: 28). In tax-veiling, the contracting parties appear to comply with the wording of the 
legal regulation but in fact violate the essence of the regulation and defeat the purpose of the 
regulation (Öncel et al., 2018: 30).  

What is important for tax law is that the economic content of facts and transactions 
takes precedence over formal patterns when evaluating facts and transactions according to their 
economic consequences (Kaneti, 1989: 48). The tax law relationship is based on economic 
content and economic events, from which it follows that taxation should be based on substance, 
not form (Birsenoğul, 2019: 96). After the economic analysis is made during the determination 
of the nature of the taxable event, economic interpretation is also applied at the decision stage 
(Karakoç, 2014: 179). Economic interpretation is a special application of teleological 
interpretation, which also includes systematic interpretation, as a means of realizing the 
constitutional and legal objectives of taxation (Akkaya, 2002: 66-67).  Economic interpretation 
means that the rule to be applied in determining the taxable event is based on economic realities 
(Öncel et al., 2018: 27). The economic approach, which in Turkish tax law is limited to eradicating 
opaque and collusive transactions and ensuring the guarantee of public revenues, by itself 
cannot reveal the true nature of taxes. To ensure tax truth, in addition to determining the true 
nature of taxation, the true economic qualities and contents should be revealed in the 
determination of the concrete material event and in the application of tax regulations, and 
taxation should be based on financial power. 

 

4. Conclusion  

The concepts of justice and truth have been discussed since the formation of early 
societies. The search for truth has always continued, and what is fair has always been thought 
to be in accordance with the truth. Sometimes the situation in harmony was considered more 
just than the just one. However, article 73 of the Constitution indicates that “fair and balanced 
distribution of the tax burden is the social objective of fiscal policy”. However, it is impossible to 
claim that taxes, which should be levied on everyone based on their financial capacity, are 
distributed fairly and evenly. The principle of justice in taxation is overshadowed by the fact that 
taxation is focused on indirect taxes that are easy to collect, the protection of capital 
accumulation, the inability to expand the tax base, and the simplicity of taxation techniques. 
The legal regulations can be likened to the Sun, and tax truth remains in the shadows made by 
the Sun. In other words, in light of the existing legal regulations, taxation is thought to reflect 
the tax truth. 

The conclusion we reach in our search for tax truth is that a fair tax system must be 
established. In making the legal arrangements necessary for a fair tax system, the legislator must 
consider the actual inequalities that arise with regard to tax liabilities and tax subjects. However, 
it is often impossible to factor in the actual inequalities due to social, political, extraordinary 
circumstances and economic reasons, and justice in the distribution of tax burden is ignored and 
this situation overshadows the taxational truth. The perception that the law applies to everyone, 
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that everyone is subject to the law, and that everyone bears the tax burden creates a perception 
of tax justice, and this perception overshadows the factual taxational truth.  
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TPL 359 Dilemma in the Oil Market 
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Abstract 

With the subparagraph (g) added to the second paragraph of Article 20 of the Petroleum Market 
Law No. 5015 with the Law No. 7318, in case of committing a number of crimes listed in Article 
359 of the Tax Procedure Law No. 213 regarding the activities subject to license in the petroleum 
market, the activity will be temporarily suspended and in case the court decision is finalized, the 
license It was stated that it would be canceled and this situation caused the grievances of 
thousands of companies in the fuel sector and dragged the sector into a serious legal dilemma. 
In this study, the reflections of this situation on the fuel sector and the resulting "immeasurable" 
scene, in case of committing the actions in Article 359 of the Tax Procedure Law No. 213, were 
tried to be explained with their legal basis. 2. Amendment to Law No. 5015 In order to prevent 
informality in the fuel sector, which is estimated to have an annual tax loss of 7.6 billion TL, 
subparagraph (g) has been added to the second paragraph of Article 20 of the Law No. 5015 by 
Law No. 7318. With this amendment, preparing or using misleading documents in terms of their 
content within the scope of paragraphs (a) and (b) of Article 359 of the Tax Procedure Law No. 
213 regarding the activities subject to license, arranging the originals or copies of the documents 
as forged in whole or in part, or using these documents. All activities subject to license in any 
facility (except refinery) will be temporarily suspended until the decision not to prosecute or the 
court decision is finalized. According to the finalized court decision, the license of the licensees 
will be canceled, unless the administrative fines for the aforementioned acts are paid, no license 
will be issued for the facility subject to the license, and no license will be granted to any other 
natural or legal person for the said facility until the tax investigation regarding these crimes is 
concluded. 3. Legal Dilemma The legal amendment has caused an “immeasurable” penalty 
system and the penalty has turned into a “cash” penalty for the company. For example; When 
the matter is submitted to the Office of the Chief Public Prosecutor, along with the Tax Crime 
Report and Commission Opinion, on the grounds that a taxpayer operating in the fuel sector has 
issued or used a false invoice, the situation is reported to the Energy Market Regulatory 
Authority and the gas station belonging to the taxpayer is sealed. In this case, even if the 
taxpayer sues in the tax court against the penalty assessment suggested by the Tax Inspector 
and the possible "special principles" transaction, this result will not ensure that the gas station 
is reopened. Because, Article 20/2-g of Law No. 5015 requires either a decision not to prosecute 
(non-prosecution) or a "final" court decision (acquittal). This process is likely to take years. The 
fact that the taxpayer's workplace will be closed for years turns the administrative measure into 
a cash penalty. Moreover, the "specialized" court to evaluate whether the invoices are fake or 
not is the tax courts. The law has ignored this possibility. On the other hand, the authorized and 
responsible court against the sealing process is the Ankara administrative courts. This situation 
limits the freedom of claim for companies operating outside Ankara. For example, although a 
company operating in İzmir files a lawsuit in a tax court against the penalty tax assessment and 
special principles transaction, and the company's official is tried in İzmir Criminal Court of First 
Instance, the proceedings regarding the sealing process will be held in Ankara and an 
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administrative court that is not specialized in taxation. It is clear that this result does not meet 
the firm's justified expectation for a legal resolution of the issue. In this respect, the legal 
amendment is "inconsistent" and imposes an "excessive burden" on taxpayers. 4. Conclusion 
The amendment made in the Law No. 5015 has caused an "immeasurable" penalty system, and 
the addressee of the penalty turns into an "advance" penalty for the company and does not 
meet the rightful expectation of the taxpayers for the legal solution of the issue. The 
aforementioned legal amendment is "inconsistent" in this respect and imposes "excessive 
burden" on taxpayers.  

 
Keywords: Oil market, Tax evasion, Spurious bill, Tax audit, Affixing seal 
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Tax Amnesties in Turkey: As a Means of Primitive               
Accumulation and Wealth Transfer 
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Abstract 

Tax amnesties, which have become the primitive accumulation tool of capital in Turkey, not only 
disrupt tax justice and damage faith in the rule of law, but also openly encourage taxpayers to 
commit all kinds of tax crimes, including using false documents, and lead public finances to 
bankruptcy. Tax amnesty, which was issued approximately every three years as of the 100th 
anniversary of the Republic, has become a continuity and regularity in the last twenty years and 
has come to the point of driving the financial system into bankruptcy. Companies and their 
partners that receive public tenders are not included in the corporate and income tax record 
holders lists. The issue of why the "tender champions", who are at the top of international lists 
in public tenders, are not included in the tax record holder lists is not discussed sufficiently in 
the public and academic circles. The main reason why the lists of "champions" and "record 
holders" do not overlap is the continuous and regular tax amnesties. Tax amnesties, which have 
become commonplace before every general/local election held in the country, lead taxpayers 
to erode the tax base by using all kinds of accounting and tax fraud, especially using fake 
documents. The fact that tax inspections generally stay away from taxpayers close to the 
government, that they almost never touch the "big five" and especially the large taxpayers, and 
that they are carried out only in the presence of opposition taxpayers and capital groups, clearly 
encourages taxpayers close to the government to commit all kinds of tax crimes. While the 
situation arising from tax amnesties is a great opportunity/blessing for some taxpayers, it turns 
into a much greater cost/burden for society. Laws regulating tax amnesty numbered 4811, 5811, 
6111, 6486, 6552, 6736, 7143 and 7440, issued since 2003, have been a great "blessing" for a 
limited number of companies and their partners, and a great "disaster" for the welfare of the 
majority of society and public finances. " became like that. In order to see the extent of the 
transformation of tax amnesty into a tool of primitive accumulation of capital, the main question 
regarding the financial system is "Why are the Tender Champions not on the Tax Record Winners 
List in Turkey?", and the answer is the economic/financial changes made in the provisions of the 
Public Procurement Law and the Public Financial Management and Control Law. is included in 
the legal provisions regulating tax amnesty, which has become a major "disaster" for the social 
and political system. In short, financial instruments or regulations can become disasters for 
society and the financial system. 

 

Keywords: Public Finance, Tax Amnesty, Financial Disaster, Public Procurement 
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Abstract 

Decentralization is commonly defined as "the transfer of authority, decision-making power, and 
responsibility from a central governing body to lower levels of government or non-governmental 
entities, often at the regional or local level. It aims to distribute power, resources, and decision-
making closer to the people, allowing for greater participation, autonomy, and responsiveness in 
governance" (World Bank, 2000, p. 1). Consequently, decentralization is widely advocated as a 
means to promote democracy, enhance citizen satisfaction, and facilitate the efficient utilization of 
resources. Universities exemplify administrative decentralization in terms of function. They are 
established to provide a range of higher education services, including but not limited to offering 
courses across various academic programs, conducting research and development activities, and 
fostering the development of human capital necessary for the social, cultural, and economic 
development of the country. In order to properly fulfill these responsibilities, universities require 
adequate administrative and fiscal autonomy. The fiscal autonomy of universities has a positive 
impact on performance, as it provides them with the flexibility to allocate resources more efficiently 
(Altbach & Balán, 2007; Johnstone, 2004). This autonomy allows universities to adopt to changing 
demands from the environment and empowers them to make strategic decisions that align with their 
goals (Maassen & Olsen, 2007; Yudkevich et al., 2016). Despite the findings in the scientific literature, 
the financial, as well as the administrative autonomy has been a topic of debate in Turkiye. Turkish 
public universities have been facing challenges due to budgetary constraints and limited financial 
resources, which have negatively impacted their performance. As a result, policymakers, academics, 
and university administrators have engaged in a debate focusing on granting greater financial 
autonomy to universities through legal and administrative reforms. The objective of this research is 
to investigate the relationship between the fiscal autonomy of Turkish higher education institutions 
and their performance. This study will utilize budgetary data from the years 2010 to 2023, obtained 
from the website of the Presidency of Strategy and Budget, encompassing over a hundred public 
universities in Türkiye. The analysis will be conducted at the level of individual university, with the 
variables of interest measured accordingly. The fiscal autonomy variable will be quantified as the 
percentage of own-source revenues in relation to the total revenues of each university. Also, the 
university performance will be measured in terms of the multiple academic and research outcomes 
generated by universities on an annual basis. The findings of this research will have practical 
implications on the ongoing policy discussion on the administrative and fiscal autonomy of 
universities. 
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Abstract  

Many scholars have begun to investigate the effect of the socio-economic threats induced by the 
pandemic on citizens’ support for democracies, finding controversial results. This paper delves into this 
debate by investigating, on the one hand, whether the effect of perceived economic hardship during the 
pandemic worsened levels of (dis)satisfaction with democracy. On the other hand, it also analyses the 
role of institutions in influencing satisfaction with democracy, especially during the pandemic, by taking 
into consideration both individual perceptions of the quality of institutions and government performance 
as well as macro-indicators of the quality of institutions and the socio-economic development of 
countries. To this aim, two-level mixed-effects ordered-probit (MEOP) models are estimated on the 
citizens’ satisfaction with democracy measured over time. In particular, we adopt a longitudinal 
perspective by integrating the data obtained from the 4th wave (2016) of the European Quality of Life 
Survey and the 2nd, 3rd and 5th rounds (Summer 2020, Spring 2021 and Spring 2022, respectively) of the 
Living, Working and COVID-19 Survey. Our results show that economic difficulties worsen citizens' 
satisfaction with democracy and that this effect is particularly strong during the pandemic, especially 
between spring 2021 and 2022. Despite this effect, we also highlight the critical role of institutions in 
times of crisis, particularly in terms of both the subjective perceptions of citizens and objective indicators 
of the quality of institutions at the macro level.  
 
Keywords: Satisfaction with Democracy, Covid-19 Pandemic, Economic Distress, Multi-level Mixed 

Effects. 
JEL Codes: C81, D72, J18, Z13 
 
 

1. Introduction 

Satisfaction with Democracy is a widely adopted measure in various surveys to gauge 
citizens’ political support and their evaluations of the good functioning of democracies (Easton, 
1975; Bol et al., 2021).  Therefore, this dimension can be an important indicator to measure the 
success of democratic systems (Chang, 2018; De Simone et al., 2022) and their stability (Kölln & 
Aarts, 2021). There has been increased attention toward this measure, following the spread of 
the COVID-19, whose effects has affected multiple aspects of individuals’ lives, including a 
general worsening of economic and financial conditions and uncertainty about the future (Fetzer 
et al., 2020; Mann, Krueger & Vohs, 2020). Consquently, many scholars have begun to 
investigate the effect of the socio-economic threats induced by the pandemic on citizens’ 
support for democracies, finding controversial results. 
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This paper mainly aims to investigate whether the effect of perceived economic 
hardship during the pandemic worsened levels of (dis)satisfaction with democracy and aims also 
to analyse the role of institutions in influencing satisfaction with democracy, especially during 
the pandemic, by taking into consideration both individual perceptions of the quality of 
institutions and government performance as well as macro-indicators of the quality of 
institutions and the socio-economic development of countries. For this purpose, two-level 
mixed-effects ordered-probit (MEOP) models are estimated on the citizens’ satisfaction with 
democracy measured over time. 

 

2. Estimation Results 

Our estimations are based on the combination of the comparable data obtained from 
the 4th wave (2016) of the European Quality of Life Survey and the 2nd, 3rd and 5th rounds 
(Summer 2020, Spring 2021 and Spring 2022, respectively) of the Living, Working and COVID-19 
Survey. The study mainly questions how individuals’ financial distresses during the Covid-19 
pandemic affected citizens’ satisfaction with the democracy.  

Perceptions on how democracy works in a country may depend on country-specific 
administrative characteristics. Therefore, several country-level democracy indices are employed 
interchangeably in the regression analyses to control for the influences due to cross-country 
variations in the institutional quality of democracy. Additionally, our regressions include dummy 
variables for differentiating the Covid-19 pandemic period from the pre-pandemic one. In 
general, our estimations are carried out by two groups of regressors. One is based on the 
individual-level survey responses that reflect various socio-demographic differences among 
individuals, while the other consists of country-level variables that represent the cross-country 
differences in the levels of economic and social development.  

An individual’s satisfaction with democracy involves in subjective perceptions 
influenced by various factors both at the individual- and country-level. As a preliminary step to 
our analysis, we start with an emphasis put on the institutional quality of the democracy at the 
country-level, and then continue with the attempt of identifying the influence of the Covid-19 
pandemic on individuals’ satisfaction with democracy. In this context, alternative two-level 
mixed-effects ordered-probit (MEOP) models are employed for our regression estimations. In 
the benchmark model, Democracy-FIW variable stands for controlling the effect of the country-
level quality of democracy on the individual’s satisfaction with the way democracy works in 
his/her country. Hence, the statistically significant coefficient estimate reported for Democracy-
FIW variable implies that the quality of democracy in a country increases the probability of 
having higher levels of satisfaction with democracy at the individual-level. This effect is re-
considered in interaction with the adverse conditions of the Covid-19 pandemic, in order to see 
if the negative effect of the pandemic on individuals’ satisfaction with democracy depends also 
on the quality of democracy at the country-level. In this regard, the pandemic period is treated 
separately for years 2021 and 2022, by the help of the dummy variables named as Pandemic-
2021 and Pandemic-2022, respectively, where the reference year information is based on the 
4th wave of the European Quality of Life Survey held in 2016. Separating the pandemic period 
on annual basis for the years 2021 and 2022 helps accounting for changes in the severity levels 
of the pandemic influences over consecutive years.  

Within the context of the setting defined above, the dummy variable representation 
used in the estimation lends statistically significant support for the inference that the probability 
of having high satisfaction with democracy is lower during the pandemic years than that in the 
reference year 2016, depicted by the statistically significant and negative regression coefficients 
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on the dummy variables Pandemic-2021 and Pandemic-2022. Hence, according to the relative 
magnitudes of the regression coefficients on the two dummy variables, the adverse effects of 
the pandemic on satisfaction with democracy seem to be significantly stronger in 2021 than that 
in 2022. Additionally, when the negative regression coefficients on Pandemic-2021 and 
Pandemic-2022 dummy variables are evaluated together with the significantly positive 

regression coefficients on the interaction variables Pandemic-2021Democracy-FIW and 

Pandemic-2022Democracy-FIW, the likelihood of the adverse effect of the pandemic on 
satisfaction with democracy appears to be lower in countries with better quality of democracy. 

Similar inferences can be drawn when Pandemic-2020 and Pandemic-2020Democracy-FIW 
variables are added to the regression. The size of the estimated coefficient on Pandemic-2020, 
compared to those on Pandemic-2021 and Pandemic-2022, implies that the highest likelihood 
of the adverse effect of the pandemic on satisfaction with democracy is observed during the 
first and most chaotic stage of the pandemic, that is, in 2020. 

However, the slightness of the difference between the coefficients of Pandemic-2020 
and Pandemic-2021 seems to be reflecting the persistence of the adverse effects of the 
pandemic on satisfaction with democracy in 2021. The estimated coefficient on Pandemic-2022, 
which is substantially lower than those on Pandemic-2020 and Pandemic-2021, implies that the 
adverse effect of the pandemic on satisfaction with democracy weakens significantly as the 
pandemic becomes less severe in the third year.   

The robustness of these findings is checked through estimations that interchangeably 
exploit three other cross-country democracy indicators as alternatives to Democracy-FIW 
variable. In this context, the democracy index of the Economist Intelligence Unit (Democracy-
EIU), the scores of the Varieties of Democracy Institute (Democracy-VDEM) and the Global State 
of Democracy index of the International Institute for Democracy and Electoral Assistance 
(Democracy-GSoD) are appropriated in the estimations. All of the three cross-country 
democracy indicators unanimously result in findings that are similar to those obtained for 
Democracy-FIW. That is, the pandemic conditions significantly reduce the probability of having 
higher satisfaction with democracy, especially in the first two years of the pandemic. This effect 
declines in 2022, or even disappears according to the coefficient estimates. Moreover, 
consistent with the previous findings obtained for Democracy-FIW, the extent of the adverse 
effects of pandemic on individual’s satisfaction with democracy is found to be highly dependent 
on the quality of democracy at the country-level. More specifically, the good-quality of national 
democracy appears to have a compensatory impact through lessening the adverse effects of the 
pandemic on satisfaction with democracy.  

Satisfaction with democracy is analyzed further with respect to the effect of the financial 
distress. This effect is represented by the coefficient estimates obtained through exploiting 
three individual-level indicators of financial distress, in a setting where all other individual- and 
country-level effects are controlled. These indicators, i.e., Make ends meet, Being in arrears and 
Affordability risk in accommodation, represent households’ declarations about their ability to 
finance basic needs. We presume that the affordability concerns increase the financial distress 
of a representative individual. When individuals deem policy makers responsible for the financial 
problems they face, their faith in the procedural fairness of the political system is expected to 
erode. The estimation results provide strong evidence in favor of this hypothesis, according to 
all of the three alternative indicators of the financial distress. Thus, the statistically significant 
coefficient estimates on Make ends meet variable show that the difficulty in households’ making 
ends meet with their monthly income reduces the likelihood of the satisfaction with democracy. 
Similarly, according to the estimated coefficients on Being in arrears variable, satisfaction with 
democracy is more likely to increase as households are less in arrears with their loan payments 
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and bills. Evidence is confirmed also by the statistically significant coefficient estimates obtained 
on Affordability risk in accommodation variable. Individuals with low likelihoods of leaving their 
accommodation due to an affordability problem are more likely to be satisfied with the way 
democracy works in their countries. Overall, there is strong statistical evidence justifying the 
negative effects of financial distress on the satisfaction with democracy.  

The focus of our second step analysis is on how satisfaction with democracy is affected 
by the interaction of the pandemic conditions and the financial distress. Our previous findings 
provide significant evidence on the separate adverse effects of both the pandemic and the 
financial distress on individual’s satisfaction with democracy. However, depending on the cross-
country differences in the effectiveness of the social and economic policies conducted to 
circumvent the turmoil of the pandemic, it is a matter of concern how the financial distress faced 
by individuals influences the perceptions on democracy during the pandemic, compared to that 
in the pre-pandemic period. In this regard, the benchmark model is re-specified and estimated 
so that the effect of the financial distress on satisfaction with democracy can be disaggregated 
with respect to the three consecutive periods of the pandemic.  

When the focus is moved on the coefficient estimates of the interaction variables, they 
point out that the financial distress faced by individuals is likely to reduce their satisfaction with 
democracy more during the pandemic, with reference to the pre-pandemic period. This is 
because all interaction terms with the sub-period dummy variables appear with statistically 
significant coefficient estimates, except for the interactions including the variable Being in 
arrears. Although the regression specification obtained does not provide any empirical evidence 
for differentiating the pandemic adverse effects on satisfaction with democracy for ‘households 
being in arrears’, the specification given in the third column does, especially, for the second and 
third years of the pandemic. Nevertheless, in general, our estimations help to conclude that the 
adverse effects of the financial distress on satisfaction with democracy are more pronounced in 
years 2021 and 2022, stemming from the prolonged economic and social uncertainties fed by 
the unexpected features of the pandemic regulations. Accordingly, the insignificant or the 
relatively low but significant regression coefficients reported for interactions with the 
Pandemic-2020 dummy variable seem to imply the delay in the arrival of the adverse effects in 
the outbreak year of the pandemic. 

 

4. Conclusion 

Our estimations, which account for the several sources of financial distress faced by 
individuals, strongly justify that individuals’ satisfaction with democracy is affected negatively 
by the degradation of the individual’s financial situation. Households’ difficulties in the ability to 
make ends meet with their monthly total income, their incapability to pay their basic living 
expenses and their failures in affording their accommodation costs are found likely to feed their 
unpleasant feelings about the way democracy works in the country. Moreover, this adverse 
feeling is found to be propagated significantly during the Covid-19 pandemic, by getting stronger 
especially after the initial year of the turmoil, between spring 2021 and 2022. Our estimations 
further put forth that the institutional quality of democracy at the country-level is likely to 
dampen the adverse effect of the pandemic on individual’s satisfaction with democracy. We 
highlight the critical role of institutions in times of crisis, particularly in terms of both the 
subjective perceptions of citizens and objective indicators of the quality of institutions at the 
macro level. 
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The Nexus Between Information Asymmetry, Risk and 
Governance in Public and Private Sector Projects 
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Abstract 

The projects have been evolving and making their mark in the different industries such as 
construction, manufacturing, and real estate development. According to the Haq, Liang, Gu, Du 
& Zhao (2018), projects as strategic tool has the potential to help the organization reach their 
desired goals. Over the years, researchers and practitioners have been puzzled over the low 
efficiency and poor performance of the projects. Previous literature has tried to uncover the 
variety of critical factor, including project governance, project risk management, governance 
and trust, which can trigger the performance of the project. Information asymmetry concept 
has been widely used in different areas and subfield of management research and its existence 
is the main assumption of many leading theories on organizations such as agency theory. 
However, the area remains underdeveloped. The main objective of the study is to examine the 
impact of project governance on project performance in the presence of information asymmetry 
and project risk as mediator and trust as moderator in the public and private sector 
organizations of Pakistan. The study has used 374 responses from various project-based firms in 
the public and private sector organizations and Hayes Process has been used to infer the 
research model. The study finds that project governance has significant positive impact on the 
level of information asymmetry directly. Moreover, the current study also observed the 
influence of project governance on project performance through information asymmetry and 
project risk mediation. The study also found significant relationship between level of 
information asymmetry and project risk, whereas serial mediation and moderation was found 
to be insignificant. The findings of the study have managerial and theoretical contribution for 
this unique area of research. It will also help the public and private sector firms of developing 
countries who want to improve their performance through the use of project governance.  

 

Keywords: Project risk, Project governance, Trust, Information asymmetry, Agile, Public and private 
organizations  

 

                                                           
1 Assoc. Prof. Ph.D., University of the Punjab, ORCID: 0000-0003-1857-4531, sajid.ias@pu.edu.pk 

https://orcid.org/0000-0003-1857-4531


37th International Public Finance Conference / TR 330 

October 12 – 15, 2023, Antalya / Türkiye 

Budget Planning at Local Level in a Period of Crisis: 
The Case of Bulgaria 
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Abstract 

Over the recent years, public finances have been affected as multiple crises, including health crisis - 
regarding the COVID-19 pandemic, energy crisis, inflation crisis as well as political crisis. Local authorities 
which provide the essential public services and goods to the citizens face significant challenges. The 
purpose of the report is to present the planning of municipal budgets in Bulgaria in times of crisis. The 
research provides suggestions for refining budget planning in the context of the targeted crisis. The results 
of the implementation of the municipal budgets for the period 2015-2020 are presented, with an 
overview of the degree of implementation of the revenue and expenditure part. The main problems faced 
by the municipalities in Bulgaria in terms of planning in the absence of an adopted state budget for 2022 
and 2023 are outlined. In order to review and evaluate the three-year budget forecast of the 
municipalities, the forecasts of two municipalities - medium and large - were analyzed. The main task is 
to present and summarize recommendations, on the basis of which the municipalities will plan the 
budgets more precisely, create a sustainable capital program and to be able to build the budget buffers 
to fight the coming crises. 

 
Keywords: Local finance, Crisis, Bulgaria, Budgeting, Local level 
JEL Code: H12, H72, 021, R58 

 

1. Introduction 

Over the recent years, public finances have been affected as multiple crises, including 
health crisis - regarding the COVID-19 pandemic, energy crisis, inflation crisis as well as political 
crisis. Local authorities which provide the essential public services and goods to the citizens face 
significant challenges. The purpose of the report is to present the planning of municipal budgets 
in Bulgaria in times of crisis. Among the tasks of the report are: presentation of the methodology 
and legal requirements for budget planning of local authorities, financial analysis of the 
implementation of municipal budgets for the period 2015-2020, present of examples of the 
actual implementation of the three-year budget forecast of two selected Bulgarian 
municipalities. The main hypothesis in the research is that the municipalities implement their 
budget planning, despite the political crisis led to the late adoption of the state budget last two 
years,  

The research provides recommendations for refining budget planning in the context of 
the current crisis. The main problems faced by the municipalities in Bulgaria in terms of planning 
in the absence of an adopted state budget for 2022 and 2023 are outlined. In order to review 
and evaluate the three-year budget forecast of the municipalities, the forecasts of two 
municipalities а medium and а large one is analyzed. The main task is to present and summarize 
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recommendations, on the basis of which the municipalities will plan the budgets more precisely 
and create a sustainable capital program. 

This report is structured in three parts - in the first part a brief description of the 
Bulgarian municipalities is made, as well as data on the implementation of the municipal budgets 
for the period 2015-2022 are presented; in the second part the legal regulations and the 
meaning of the three-year local budget forecasts are presented, as well as an analysis of the 
implementation of the forecasts of medium and large municipalities (according to the number 
of local residents). The municipalities are also selected based on the available financial 
information published on their websites. The third part presents recommendations for 
improving budget planning and main gaps that were found among the municipalities' forecasts. 

 

2. Characteristics of Bulgarian municipalities. Planning and 
implementation of municipal budgets for 2015-2022. 

According to the Constitution of the Republic of Bulgaria: The municipality is the main 
administrative-territorial unit in which local self-government is carried out. The body of local 
self-government in the municipality is the municipal council, which is elected by the population 
of the respective municipality for a period of four years in accordance with the procedure 
established by law. The executive authority in the municipality is the mayor. The municipality 
has the right to its property and has an independent budget. 

Municipalities have the power to determine the amount of local taxes within the limits 
set by law and do not have the power to determine the tax base. Local authorities can 
independently determine the amount of local fees and introduce new fees. 

There are currently 265 municipalities in Bulgaria. The average population in a 
municipality in Bulgaria is 24,603, the municipality with the smallest population is Treklyano 
(470), and the municipality with the largest population after Sofia is Plovdiv (321 824). 

According to Art. 45 of the Public Finance Act, the municipal budget includes revenues 
from: local taxes; fees; services and rights provided by the municipality; disposal of municipal 

property; fines and financial penalties; interest and penalties; other receipts; financial aid and 
donations. Municipal budgets also receive revenues from state transfers, including revenues 
from a general equalization subsidy, from a subsidy for the financing of activities delegated by 
the state, from a subsidy for the financing of capital expenditures and other transfers. 

The local expenditures are separated in three groups: local expenditures, expenditures 
for financing of state delegated activities, and expenditures for financing of state delegated 
activities with own local revenue. 

According Public Finance Act the draft budget of the municipality is considered 
according to the procedure determined by the municipal council. The municipal council adopts 
a decision on the municipal budget within 15 working days of its submission by the mayor. The 
size of the budgetary relationship with the state budget must correspond to the state budget 
law for the relevant year, as well as other relevant indicators and provisions for the municipality. 
With the decision, the municipal council also approves: the maximum amount of new 

expenditure obligations; the maximum amount of expenditure commitments; the amount of 
arrears from the previous year, which will be paid from the budget for the current year; the 
amount of overdue receivables expected to be collected during the budget year; the limit for 
taking on new municipal debt, the maximum amount of municipal debt and municipal 
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guarantees at the end of the budget year; the estimates for the financing of capital expenditures, 
including the distribution of the target subsidy for capital expenditures, determined by the law 
on the state budget for the relevant year, by objects for construction and major renovations, for 
the acquisition of tangible and intangible fixed assets and for research and design works, 

including for co-financing and for payments on loans for capital expenditure; other indicators; 
indicative annual budget for accounts for funds from the European Union; updated 3-years 
budget forecast. 

In case that by the beginning of the budget year, the state budget is not adopted by the 
National Assembly, the budget is collected in accordance with the laws in force, and the 
expenditure and the provision of transfers are in an amount that is not greater than their 
amount for the same period of the previous year, up to the amount of received income, aid and 
donations, taking into account acts of the National Assembly and the Council of Ministers that 
have entered into force, which provide for a reduction or additional budget funds, and in 
compliance with the fiscal rules under this law and those approved by The Council of Ministers 
with the medium-term budget forecast fiscal goals. In cases where the state budget is not 
adopted within the period, The National Assembly, on the proposal of the Council of Ministers, 
determines by decision an additional period for collecting revenues, for making expenses and 
for providing transfers. 

It should be noted, that the state budget for 2022 and 2023 was not adopted on time. 
The 2022 State Budget Act was adopted in July 2022. The 2023 State Budget Act was adopted in 
July 2023. The local governments have been operating for more than half a year, in rising 

inflation environment, without information and payment of updated amount of government 
transfers. We should take into account that the revenues from government transfers form about 
70% of the revenues of most small and medium-sized municipalities in Bulgaria (Kalcheva, D., 
2022, p.105). This led to significant difficulties in the implementation of the policy of the local 
authorities, including limited funds to carry out important municipal expenses 

Figure 1. presents data on the percentage implementation of planned municipal 
revenues, expenditures and transfers for the period 2015-2020. 

 

Figure 1. Implementation of local own revenue, local expenditures and state        
budget transfers for the period 2015-2020 (%) 

 

Source of information: MoF, own calculation 
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The data shows that there has been an overachievement of planned revenues and 

expenditures over the years. A failure in the plan in the revenue part is observed only in 2020, 

when the revenue is fulfilled at 93%. The main reason for this is the negative economic 

consequences of the COVID-19 pandemic and the measures that municipalities are taking to 

relieve the local population and local businesses (Nenkova P., Kalcheva D., 2021, p. 218). It 

should be emphasized that during the studied period the revenues from state transfers marked 

an overperformance. In the course of the budget year, the state approves additional transfer 

revenues that are not planned in the law on the state budget. This complicates planning at the 

local level and creates a risk to the sustainability of municipal capital programs. The OECD (2021) 

confirms the finding and conclude in their report „course of budget execution further 

undermines medium-term planning“ (OECD, 2021, p. 4). 

 

3. Analysis of the implementation of the three-year budgets’ forecasts of 

medium and large municipalities. 

Based on the Public Finances Act, municipalities are obliged to prepare three-year 

budget forecasts. The forecast should contain information on planned own revenues, revenues 

from state transfers, municipal expenditures, indicators for commitments and expenditure 

obligations and a plan for using debt financing for the next three years. The forecast is prepared 

in accordance with the strict financial rules defined in the law (Art. 66, PFA). 

Municipalities have access to the input data for the formation of own revenue 

assumptions. However, when determining the plan for state transfers, municipalities must use 

data from the Mid-term budget forecast of the MoF. 

Given the turbulent economic situation of recent years and the lack of a state budget 

adopted on time, the main problem in the preparation of budget forecasts is the lack of 

information on estimated revenues from state transfers. 

For the purposes of the report, we examine the implementation of the three-year 

budget forecast of two municipalities. Among the main obstacles to the research is the lack of 

information on the three-year budget forecasts of the sites of the small municipalities, with less 

than 6,000 inhabitants. For this reason, no example of a three-year budget forecast of a small 

municipality is included. The first municipality, according to the number of its inhabitants, is 

defined as large – Veliko Tarnovo (over 30,000 people), and the second municipality is defined 

as medium - Pomorie (up to 30,000 people). The results are presented in the figures belove. 

In both research examples, we observe a slight non-fulfillment of the assumed revenues 

and expenses in the first year of the budget forecast. Over the next two years, the forecast was 

significantly overachieved. 

One of the main reasons for the over-implementation is related to increased tax 

revenues. As a result of the boom in the real estate market, revenue from immovable property 

tax and from tax on acquisition of property for consideration are increasing. Over-

implementation is also observed in the revenues from municipal fees. 
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Figure 2. Implementation of the three-year budget forecast of municipality                   
of Veliko Tarnovo  

 

Source: Municipality`s site, own calculation 

 

 

Figure 3. Implementation of the three-year budget forecast of municipality                          
of Pomorie  

 

Source: Municipality`s site, own calculation 

 

In terms of planned expenditure, an overrun was observed in subsistence expenditure 

and in remuneration expenditure. Maintance expenditures are increasing as a result of higher 

electricity prices and inflation. Remuneration costs are increasing as a result of an increase in 

the minimum wage in the public sector in Bulgaria. 
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4. Conclusion 

We can summarize that the main reasons for the over-implementation of the planned 
revenues and expenses are beyond the competences of the municipalities. However, we 
recommend incorporating the underlying macroeconomic assumptions into the municipalities' 
three-year forecasts. An example of such forecasts are the macroeconomic forecasts of the IMF, 
the European Commission and the World Bank as well as forecasts of Bulgarian National Bank. 

We must emphasize that a conservative manner is observed in the preparation of the 
budget forecast. Revenues are rather underestimated. Possibilities to increase revenue 
collection have not been assessed and realized, precise planning is not taken into account in 
relation to the revenues from the sale of municipal property. 

There are also inaccuracies in the planning of government transfer revenues. It should 
be taken into account that values are staked in the forecasts equal to the revenues received in 
the last budget year. The actual amount received is several times higher than the wagered 
amount. The central government should prepare more precise forecasts regarding the relations 
with the local authorities. This will also lead to greater accuracy in planning. Last, but no least, 
the lack of real capital budget is observed. It is recommended to create prerequisites for capital 
and program budgeting of local authorities. 
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Abstract  

The earthquakes occurred in Türkiye on 6 February 2023 have spread over a wide geography, especially 
Adana, Adıyaman, Diyarbakır, Elazığ, Gaziantep, Hatay, Kahramanmaraş, Kilis, Malatya, Osmaniye and 
Şanlıurfa and caused the collapse of many buildings. Apart from the primary effects of earthquakes, which 
are loss of life and property, they have many effects on social life, psychology and economy. The impact 
of earthquakes on the economy can be seen as a change in the inflation rate, an increase in public 
expenditures, a change in unemployment and employment rates, as well as a decrease in public revenues 
and, in particular, tax revenues. In this context, the effect of the 6 February earthquakes on public 
revenues is the starting point of the research. Due to its approximately 80% share in public revenues in 
Türkiye, the research has been  limited to tax revenues. In this direction, the effect of the earthquakes in 
Kahramanmaraş on 6 February 2023 on tax revenues has been calculated on the basis of eleven provinces, 
taking into account the total tax revenues of Türkiye. Data on tax revenues obtained from the Ministry of 
Treasury and Finance and have been analyzed on a monthly basis. With the monthly data, the difference 
between january and february, which in february earthquakes occured, and the other following months 
has been evaluated. When the findings of the research evaluated in general, it was seen that tax revenues 
decreased by 29% in february compared to the previous month after the earthquakes in Türkiye. It was 
observed that the share of eleven provinces in total, tax revenues were around 5% in the month before 
the earthquake, and this rate decreased to 2.5% after the earthquake. 

Keywords: Earthquake, Tax Revenues, Türkiye. 
JEL Codes: H20, H71, Q54. 

 

1. Introduction  

The public sector has to generate revenue in order to carry out the services it plans and 
spend. Tax revenues constitute a significant part of the public revenues obtained. The fact that 
there is evidence that the tax dates back to 3000 BC shows the importance of this type of income 
not only for today's states but also for ancient states (Şen & Sağbaş, 2017: 7). For this reason, 
modern countries can not be considered tax-free today. 

Türkiye has frequently encountered natural disasters in the past centuries due to its 
geography. Türkiye is one of the most vulnerable countries, especially against earthquakes. The 
earthquakes that occurred on February 6, 2023 spread over a wide geography, especially Adana, 
Adıyaman, Diyarbakır, Elazığ, Gaziantep, Hatay, Kahramanmaraş, Kilis, Malatya, Osmaniye and 
Şanlıurfa, and caused the collapse of many buildings. Apart from the loss of life caused by the 
collapsed buildings in the earthquake, the earthquake also had social, psychological and 
economic effects.  

In this context, the limitation of the research is to consider the impact of the 
earthquakes that took place in Türkiye on February 6, 2023, on tax revenues. It is important to 

                                                           
1 Res. Assist., Zonguldak Bülent Ecevit University, ORCID: 0000-0003-0611-276X, adem.demirbozan@beun.edu.tr 
2 Res. Assist. Ph.D., Zonguldak Bülent Ecevit University, ORCID: 0000-0002-4936-1339, arincboz@hotmail.com 



37th International Public Finance Conference / TR 337 

October 12 – 15, 2023, Antalya / Türkiye 

know the factors affecting tax revenues due to its share of approximately 80% in public revenues 
in Türkiye. In this regard, the impact of the Kahramanmaraş-centered earthquakes on February 
6, 2023, on tax revenues was calculated on the basis of eleven provinces, taking into account 
total tax revenues of Türkiye.  

 

2. Natural Disasters and Their Effects 

As a result of natural disasters, effects such as loss of life, social imbalances, food 
shortage due to lack of resources and psychological traumas may occur in a society. Apart from 
these, disasters may also have effects on macroeconomic indicators such as growth, inflation 
and employment. 

 

Table 1. Effects of Natural Disasters 

Direct Effects Indirect Effects Secondary Effects 

Building and Real Estate 
Damages 

Decrease in Product Demand 
Quantity 

Epidemic Diseases 
 

Individuals' Wage Loss 
 

Decrease in the Chances of 
Finding a Job for Individuals 
Who Lost Their Jobs 

Inflation 
 

Damages to Bridges, 
Highways, Railways and 
Communication Networks 

Decrease in Tax Revenues 
 

Opportunity Losses 
 

Production Losses  Changes in Nature 

Emergency and Restructuring 
Expenses 

 Budget Deficits 

  Export/Import Losses 

Source: Şahin & Kılınç, 2016: 35 

 

The effects of natural disasters on countries are showed in table 1.  The effects of natural 
disasters are divided into three groups: direct, indirect and secondary effects. The decrease in 
tax revenues is also an indirect effect of natural disasters. Natural disasters cause many 
imbalances in daily life. Loss of life as a result of natural disasters causes a decrease in human 
capital. In addition, natural disasters negatively affect capital by destroying buildings, vehicles 
and technical infrastructure. The necessity arises for individuals affected by natural disasters to 
relocate to a new area. These and similar reasons cause the economic balance in a society to 
change and the demand for money to increase. 

 

3. Literature 

Different researches were conducted after the February 6 Kahramanmaraş earthquakes. 
Tetik & Akbulut (2023) examined the effect of Kahramanmaraş earthquakes on exports; Say & 
Doğan (2023) examined the effect on stock returns. Marangoz & İzci (2023) discussed the 
economic, social and environmental effects of Kahramanmaraş earthquakes; Şen (2023) 
discussed the economic dimensions of the earthquake, and Bardakçı & Demirtaş (2023) 
discussed the impact of Kahramanmaraş earthquakes on foreign trade. In another study, 
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Özüdoğru (2023) examined the 1999 Marmara earthquake, the 2011 Van earthquake and, in 
more detail, the Kahramanmaraş earthquakes that occurred in Türkiye, and made policy 
recommendations by analyzing the effects of earthquakes on macroeconomic variables. 

 

4. Research Methodology And Evaluation Of Findings 

In this research, using the cumulative data published by the Ministry of Treasury and 
Finance, tax revenues of Türkiye in general and eleven provinces affected by the February 6 
earthquakes were calculated monthly between 2013 and 2023. Using the available data, the 
share of eleven provinces in total tax revenues was calculated for a ten-year period. By 
examining the period before and after the earthquake, the change in both tax revenues of 
Türkiye and the share of eleven provinces affected by the earthquake in total tax revenues is 
discussed. Then, changes in tax revenues were evaluated in terms of tax types.  

 

Table 2. Tax Revenues of Türkiye (Million Turkish Lira) 

 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 

1 28,446 32,707 34,877 39,685 48,420 51,995 55,675 67,416 79,227 147,418 252,826 

2 27,582 29,523 34,613 38,361 39,994 52,558 57,499 71,729 98,437 180,329 179,620 

3 21,323 22,865 26,797 30,497 33,201 41,249 41,088 36,954 77,433 127,410 198,590 

4 24,122 25,858 31,913 32,446 37,082 45,049 48,771 49,125 76,322 136,281 232,703 

5 30,177 32,385 36,222 42,368 50,949 61,218 59,833 55,281 92,283 289,718 507,413 

6 26,705 24,758 30,249 33,195 36,442 42,749 44,877 55,443 73,238 152,635 231,158 

7 29,601 30,736 35,994 36,112 46,062 54,360 58,322 76,014 84,747 168,848  

8 28,089 33,582 38,063 45,425 51,377 60,934 66,620 98,456 131,121 271,858  

9 24,216 26,238 29,542 30,884 41,838 49,235 52,607 68,311 95,619 173,468  

10 26,022 27,925 35,068 30,061 45,559 48,504 54,586 76,615 96,117 181,806  

11 33,094 35,085 39,408 54,060 58,372 67,930 73,363 99,248 148,864 312,001  

12 26,791 30,854 35,073 39,907 47,336 45,751 60,618 78,658 111,579 211,514  

Source: Ministry of Treasury and Finance, General Directorate of Accounting 

 

Tax revenues of Türkiye between 2013 and 2023 are showed in table 2.  Considering the 
last five years, it can be said that an increase in tax revenues was expected in the first months 
of 2023. There was a 29% decrease in tax revenues from January to February 2023. This decrease 
is remarkable compared to previous periods. Assuming that no earthquake disaster occurred, it 
was predicted that there would be an increase in tax revenues in the January-February period 
of 2023. In this case, in addition to a 29% decrease, a possible tax increase that did not occur 
should also be taken into account when calculating the tax loss in February. 

When the change in tax revenues is evaluated specifically for the eleven provinces 
affected by the earthquake, it can be said that there is a decrease in tax revenues in all eleven 
provinces, but the decrease varies from province to province. It is seen that the province whose 
tax revenues decreased the most in the post-earthquake period was Kahramanmaraş with 92%, 
and the province whose tax revenues decreased the least was Hatay with a rate of 48%. 
Considering the other nine provinces affected by the earthquake, post-earthquake, It is seen 
that tax revenues decreased by 60% in Adana, 69% in Adıyaman, 61% in Diyarbakır, 92% in Elazığ, 
60% in Gaziantep, 52% in Kilis, %78 in Malatya, 81% in Osmaniye and 62% in Şanlıurfa. 
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5. Conclusion 

A tax loss of 29% was calculated in February, when the earthquake occurred, compared 
to the previous month. Assuming that no earthquake disaster occurred, it was estimated that 
there would be an increase in tax revenues in the January-February period of 2023. In this case, 
when calculating the tax loss in February, in addition to a 29% decrease, it is necessary to take 
into account a possible tax increase that did not occur. 

When the eleven provinces whose tax revenues were affected by the earthquake within 
a ten-year period are examined, it is seen that there was a decrease in tax revenues in all 
provinces in February 2023. While this decrease in tax revenues was low in some provinces, it 
was high in some provinces. When considered on a provincial basis, the province whose tax 
revenues decreased the most in the period after the earthquake was Kahramanmaraş with a 
decrease of 92%, and the province whose tax revenues decreased the least was Hatay with 48%. 
While the contribution of eleven provinces to tax revenues was 5% before the earthquake, it 
decreased by half to 2.5% after the earthquake. When the decrease in tax revenues throughout 
Türkiye and in the eleven provinces affected by the earthquake is considered by tax types, it is 
observed that the effect of the earthquake on taxes on income and earnings is remarkable 
compared to other tax types. 
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Public Policies in The Struggle Against Natural Disasters: 
Comparison of 1999 Gölcük Earthquake and 2023 

Kahramanmaraş Centered Earthquakes 

 

Zümre Ercan1 

 

 

Abstract 

The policies developed by the public authority before and after natural disasters are extremely 
important, especially in minimizing the negative situations that occur after the disaster. In this 
context, it is of great importance to effectively implement coordination and organization for all 
affected sectors and the region where the natural disaster occurred. Especially for a country like 
ours, which is in a first-degree earthquake zone, the importance of these plans maintains its 
importance from past to present. In this context, the study aims to compare public policies 
regarding the major earthquakes in Gölcük in 1999 and in Kahramanmaraş in 2023. In this 
regard, the earthquake disasters that occurred in Gölcük in 1999 and in February 2023, the 
central city of which is Kahramanmaraş and affected 11 provinces, will be examined in detail. 
The public policies implemented in these two earthquakes will be evaluated in terms of the 
differences in the period in which they took place, political authority and the current 
conjuncture structure. The fact that the region affected by the Gölcük earthquake in 1999 
occurred in the Marmara region, which is the locomotive of the economy, and the 
Kahramanmaraş-centered earthquakes in 2023 spread over a very wide area, makes these two 
earthquakes comparable. The reflections of these two earthquake disasters on public finance 
form the basis of this study. It will be discussed how effective the path followed and the policies 
implemented are in the process of taking precautions against natural disasters and healing the 
wounds afterwards. In addition, within the scope of the precautions and precautions taken, 
public policies implemented to minimize the victimization of citizens will also be examined 
specifically for these two earthquakes. Within the scope of comparing the economic outlook for 
the years 1999 and 2023, the extent to which policies were affected by the earthquake disaster 
will also be the subject of examination. In the first part of the study, natural disasters will be 
mentioned and Turkey's geographical susceptibility to natural disasters will be explained, and in 
the second part, information about the two earthquake disasters will be given. While explaining 
macroeconomic quantities, their impact on policies will be evaluated as the main theme in this 
study. In the last part, the problems that occurred after these two earthquake disasters and the 
policies implemented for the public authority's approach to these problems will be evaluated 
within the scope of macroeconomic variables (inflation, foreign trade, employment, growth). 

 

Keywords: Natural disasters, Public policies, Earthquake, Macroeconomic indicators 
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Relationship Between Environmental Tax and Ecological 
Footprint: An Empirical Investigation on Turkiye                       

and Selected EU Member Countries 

 

Ebru Bilgin1  Zerife Yıldırım2 

 

 

Abstract 

Climate change and environmental concerns intertwine with some of today’s most intricate social, 
political, and economic issues. Concerns about environmental problems often debated and highlighted 
on both national and global scales. The degradation of nature and the quality of the environment are now 
widely recognized as global issues, rather than merely local ones. Environmental problems, perceived as 
posing a threat to humanity, are measured through various variables. Concepts such as biocapacity, 
ecological footprint, resource recovery, preservation of ecosystem functions, and sustainability address 
these variables. One of the individual measures taken by countries to confront these challenges is the 
introduction of environmental taxes. 

In this study, the relationship between environmental tax and the ecological footprint is analyzed for 
selected EU countries (Germany, Austria, Belgium, France, Italy, Spain, Switzerland) and Turkiye for the 
period of 1994-2022 using a panel data set. The Autoregressive Distributed Lag Bound Test (ARDL) method 
is employed for the analysis. Findings from the analyses indicate that environmental taxes, implemented 
with the aim of reducing environmental pollution, are not identified as an effective tool to decrease the 
current levels of environmental degradation. The coefficients related to per capita GDP and long-term 
capital investments have been found to be positive in direction, and their impacts on the ecological 
footprint are statistically significant. 
 
Keywords: Environmental Pollution, Environmental Tax, Ecological Footprint, Panel ARDL Analysis 

JEL Codes: H23, Q51, Q56 

 

1. Introduction 

Global environmental issues have taken the spotlight in scientific research in recent 
years. At the forefront of these concerns are the environmental impacts caused by economic 
activities, industry, and transportation. Notably, effects like pollution, erosion, and 
deforestation are counted among the key problems these activities lead to (Özer, 2020: 48). 
Climate change reflects humanity's adverse impact on the ecosystem. While the EU is making 
progress toward achieving sustainable development goals (EC, 2019), member countries are still 
grappling with environmental challenges like urban air quality and waste management. The 
ecological footprint emerges as a pivotal concept among sustainability metrics. Nations resort 
to economic measures like taxation to address these environmental issues. This study aims to 
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explore the impacts of environmental tax implementations on the ecological footprint and will 
present a period analysis for selected EU countries and Turkiye. 

 

2. Method and Analysis Results 

In this section, the theoretical information of the chosen econometric method and its 
justification will be presented, followed by sample analyses and findings. 

 

2.1. Econometric Method 

The study employs the Autoregressive Distributed Lag Bound Test (ARDL) for 
econometric analysis. Developed by Pesaran and Shin in 2001, this test investigates the long-
term and short-term causality relationships between variables. ARDL provides more reliable 
results by utilizing the unrestricted error correction model, distinguishing it from other causality 
tests. Pesaran et al. (1999) have introduced two estimators for ARDL: Mean Group Estimator 
(MG) and Pooled Mean Group Estimator (PMG). While MG imposes no constraints on 
parameters, PMG requires long-term parameters to be homogeneous but allows for variations 
in short-term parameters. Pesaran et al. (1999) recommend conducting the long-term 
homogeneity test using the Hausman (1978) test. Under the assumption of long-term 
homogeneity, both PMG and MG are consistent estimators, but only PMG is an efficient 
estimator (Güler & Özyurt, 2011: 14-15; Erdem et al., 2010: 375-376). 

 

2.2. Econometric Analysis  

In the econometric analysis of the study, the Autoregressive Distributed Lag (ARDL) 
boundary test, colloquially referred to as "Delay Distributed Autoregressive" in Turkish, has been 
the preferred method for the panel dataset. For investigating the stationarity of the variables, 
the Levin, Lin & Chu-t test, Augmented Dickey-Fuller (ADF) test, and Phillips Perron unit root 
tests have been employed. Diagnostic tests for method assumptions have been conducted, and 
the model satisfies the relevant assumptions. 

 

2.2.1. Data Set  

The objective of this study is to investigate whether taxes levied on the environment 
have an impact on the ecological footprint. Therefore, while exploring the reasons for the 
occurrences related to the ecological footprint variable, other potential influencing variables are 
also incorporated into the models. In this context, the relationships between the ecological 
footprint (EFP), taxes levied on the environment as a percentage value of the gross domestic 
product per capita (TAX), the annual percentage change in the gross domestic product per capita 
(GDP), and the annual percentage change in foreign direct investments (FDI) are estimated using 
the Panel ARDL method, utilizing annual data from 1994-2022 for seven accessible EU countries 
(Germany, Austria, Belgium, France, Spain, Switzerland, Italy) and Turkiye.  

 

2.2.2. Econometric Analyses and Findings  

Initially, the series are prepared for analyses by investigating whether they contain unit 
roots. For this purpose, Levin, Lin & Chu-t, Augmented Dickey-Fuller (ADF), and Philips Perron 
tests have been used. The findings from the unit root tests are presented in Table 1. Based on 
the results of the unit root tests, the EFP variable has been found to be stationary at the level 



37th International Public Finance Conference / TR 343 

October 12 – 15, 2023, Antalya / Türkiye 

according to both Levin, Lin & Chu-t test and Phillips Perron test. Since the TAX variable was not 
found to be stationary at the level, it was examined in the first differences and has been 
identified as stationary in the first differences based on the Levin, Lin & Chu-t test, Augmented 
Dickey Fuller (ADF), and Phillips Perron tests. The GDP variable has been identified as stationary 
at the level according to both Levin, Lin & Chu-t test and Phillips Perron test. 

 
Table 1. Unit Root Test Results 

                             Variable            Levin, Lin & Chu-t                   ADF                                PP 

                               EFP                                 -2,1808***                        20.9678                        25.8213** 
                               ΔTAX                            -11.8209***                      148.4290***                   171.2700*** 
                               GDP                                -1.7549**                         19.1223                         42.7343*** 
                               FDI                                -11.8699***                      142.9840***                   190.2860*** 

Note: "" denotes 1% significance, "" is 5%, and "" is 10%. Δ signifies the first difference. 
 

To investigate the relationship between the ecological footprint (EFP) variable and 
other variables included in the study; DTAX, GDP, and FDI, a panel ARDL model has been 
established, considering these variables as functions of EFP. The results of the model are 
presented in Table 2. 
 

Table 2. PMG and MG Estimation Results 
         PMG                MG      Hausman Test 

Long-term coefficient 
DTAX                                              
GDP                                
FDI 

  
      0.0201 
      0.1604*** 
      0.0003*    

 
          -2.1993 
          -0.1112 
          -0.0017 

 
     X2  [prob.] 
  2.51 [0.4730] 

Error correction coefficient 

Φ 

 
      -0.2549** 

           
          -0.3818***            

 

Short-term coeeficient 
DTAX 
GDP 
FDI 

 
      0.0223 
      0.0003 
     -0.0004 

          
          -0.2108 
           0.0021 
          -0.0001 

 

 

Note: "" denotes 1% significance, "" is 5%, and "" is 10%. Δ signifies the first difference. 

 
The error correction coefficient (ϕ) derived from the estimated models points to the 

existence of a long-term relationship between the Ecological Footprint and the other variables 
in the model. It also serves as an indicator that this relationship ensures long-term equilibrium 
and converges the variables. In the results of the PMG estimator, the long-term coefficients for 
the GDP and FDI variables were found to be statistically significant. On the other hand, the 
coefficients pertaining to the DTAX variable, which represents taxes collected from the 
environment, were statistically insignificant both in the short and long term. In short, there is no 
direct relationship between the taxes collected from the environment and the Ecological 
Footprint. According to the PMG estimator's long-term coefficient results, the GDP growth rates 
have a positive effect on the EFP. The coefficient has been found statistically significant at the 1% 
level. An increase in per capita income level, perceived as an enhancement in welfare and living 
conditions, can lead to increased consumption as a consumer society, subsequently leading to 
increased production, thereby potentially escalating adverse environmental impacts. Another 
variable, the FDI growth rates, was also found to have a positive effect on the EFP. The FDI 
variable, representing direct capital investments, can reflect the negative impacts of long-term 
substantial investments, especially industrial ones, on the natural environment. The coefficient 
was found to be positively influential and statistically significant. While the long-term coefficients 
have an effect on the ecological footprint, the error correction coefficient indicates the system's 
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continuation around this influence or balance. According to the test result, the existence of long-
term homogeneity was concluded, and the PMG estimator, which is efficient and consistent 
under the null hypothesis, was found suitable for model estimation. 
 

3. Conclusion 

This study, which meticulously examines the relationship between environmental tax 
and ecological footprint among Turkiye and some EU member countries for the period 1994-
2022, has arrived at noteworthy results using the ARDL approach. The analyses indicate that 
there is a significant positive effect of increased economic activities and direct foreign 
investments on the ecological footprint. Similarly, the expected causality relationship of 
environmental taxes on the ecological footprint hasn’t been directly established; in fact, it is 
understood that there is no positive influence. It has been identified that the scope of Turkiye's 
environmental tax policies is limited and these taxes are not effective in response to 
environmental issues. Considering the rising interest in renewable energy, the role of the 
environmental tax hasn't been sufficiently highlighted in the literature. This study aims to fill that 
gap. A revision of tax policies is imperative to address current environmental pollution issues. 
Enhancing incentives for renewable energy is of critical importance both in terms of energy 
independence and environmental sustainability. In conclusion, it has been stressed that there is 
a need to develop policies and strategies for society to transition more swiftly and supportively 
from fossil fuels to sustainable energy sources. 
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Regulation on Income and Corporate Tax Base Deduction          
of Donations and Aids Made After Disasters 
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Abstract 

The financial impact of disasters on a state's budget can be quite large depending on the size of 
the disaster. Depending on the level of impact of the disaster, it can pose a significant risk to 
government finances. Major disasters or a series of small events occurring in a short period of 
time will cause significant increases in public expenditures and will require revenue sources to 
finance these expenditures. This situation causes deviations from predictable fiscal events and 
leads to significant increases in public debt. States bear a significant part of the costs of disasters. 
This is true for developing economies and even OECD economies where private insurance 
markets are underdeveloped. Human and economic losses caused by natural disasters and 
public measures taken within this framework put pressure on the public budget balance and 
cause a budget deficit. Disasters affect the budget balance; On the spending side, it causes direct 
effects such as post-disaster aid payments or reconstruction of infrastructure damage, or 
indirect effects such as the decrease in production causing a loss of welfare, reducing tax 
revenues and leading to higher expenditures on unemployment payments or other social 
assistance. GVK art. in Turkey. 89 and KVK art.  

According to Article 10, the deduction of all or part of the donations and aid made from the 
income tax or corporate tax base is subject to certain principles, depending on the nature of the 
institution or donation to which the donation is made. Accordingly, while the deduction for 
some donations and aids is limited to 5% of the declared income, the entirety of some donations 
and aids can be deducted from the taxable base. While donations and aids made to public 
institutions for education, health and social purposes, and donations and aids for cultural and 
artistic purposes are included in this category, donations and aids made to food and aid banks, 
cash donations and aids made to the Red Crescent and Green Crescent associations, and 
donations and aids made to aid campaigns are included in this category. All of it can be deducted 
from the tax base. Among these donations and aids, the deduction of all in-kind and cash 
donations made in return for receipts to the aid campaigns initiated by the Presidency, especially 
after major natural disasters, from the taxable income is a matter of debate. In this context, 
after the earthquakes with the epicenter in Kahramanmaraş in Turkey, all cash donations and 
aid made to the accounts declared by the Disaster and Emergency Management (AFAD) 
Presidency and the Turkish Red Crescent for the victims affected by the earthquakes can be 
deducted by income and corporate taxpayers. After this major natural disaster, approximately 
115 Billion TL donations were collected.  

The donations in question can be deducted from the relevant period earnings of commercial, 
agricultural and self-employment income etc. taxpayers and corporate taxpayers who file 
annual returns. However, a large segment of the population, such as wage earners, cannot 
benefit from these discounts. It is extremely important for the state to be able to deduct all 

                                                           
1  Lecturer, Giresun University, ORCID: 0000-0003-3736-1021, ozge.omur@giresun.edu.tr 



37th International Public Finance Conference / TR 346 

October 12 – 15, 2023, Antalya / Türkiye 

donations made in income and corporate taxes, to heal the wounds of natural disasters with 
many other aids such as reconstruction of infrastructure damage in the post-disaster period, 
construction of new ones of destroyed houses, investments and social services to increase the 
decrease in production and loss of welfare. causes deprivation of tax revenue. While the 
reduction in question is either limited to 5% of the income, as in other discounts, or is completely 
abolished, it will contribute significantly to the state's tax revenues, it would be a real example 
of philanthropy if real and legal persons who donate do not receive a portion of their donations 
back in the form of a tax refund.  

We believe that taxpayers will not object to the removal of this discount in such a situation 
where society needs to be united. If the tax deduction will be limited to 5% of the income, as in 
other donations, it would be an appropriate practice to ensure that a large segment of the 
population, such as wage earners, also benefit from this deduction, in accordance with the 
principles of justice and equality in taxation. 

 

Keywords: Donations and aid, Income tax, Corporate tax, Tax base deduction 
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Tax and Similar Financial Obligations in the Framework of 
Financial Problems of Women’s Entrepreneurship in Türkiye 
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Abstract  

The labor force participation and employment rate of women, who make up half of the population in 
Türkiye, are at very low levels. In fact, the rate of women not participating in the labor force is 65%. The 
women unemployment rate is 14.7%. 65% of women employed in the agricultural sector are unpaid family 
workers. Establishing income-generating businesses by women who are not participating in the labor 
force, unemployed and unpaid family workers, has the potential to increase the level of social welfare by 
reducing female poverty and related child poverty. Increasing the rate of woman entrepreneurs, which is 
10.8% in 2022, is important in terms of both increasing the national income and employment level and 
empowering women by making them earn income, accumulate capital and accumulate wealth instead of 
sharing men's income. In this study, in order to shed light on policies that will improve women's 
entrepreneurship, findings based on the results of an online survey conducted with 1535 women 
entrepreneurs from 80 provinces regarding the financial difficulties faced by women entrepreneurs in 
Türkiye and their situation against taxes and similar financial obligations are presented. The study also 
evaluates women entrepreneurs' attitudes towards taxes and similar financial obligations and the types 
of taxes they have the most difficulty in paying. Finally, based on the findings, the study makes tax 
incentive suggestions to guide public policies that will increase social welfare by ensuring that women 
who do not participate in the labor force and employment take part in economic activities as 
entrepreneurs. 
 
Keywords: Woman labor force participation, Women’s entrepreneurship, Tax attitude, Coercive taxes, 

Tax exemption  
JEL Codes: H24, H25, L26, E62  

 

1. Introduction 

The participation of women in production as entrepreneurs who are not in the labor 
force, unemployed and unpaid family workers, creates an opportunity for the Turkish economy 
to increase growth and development by improving employment opportunities with the existing 
production capacity. It creates the potential to become a more stable economy with a more 
equitable income distribution and less poverty. It will be effective in establishing a healthy social 
structure based on the principles of equality and justice. It will contribute to a healthier balance 
in the public sector as it will increase tax revenue by improving the tax capacity based on income 
increase. Developing women's entrepreneurship is important for an economy to become 
stronger in international competition and to receive a higher share of the world's income. 

In Türkiye, the rate of woman entrepreneurs in total employment is quite low. They are 
surrounded by macroeconomic conditions and issues related to business management, as well 
as the duties that society imposes on women (gender roles) and the obstacles imposed by 
prejudices against women. Barriers to women becoming employers include the duties that 
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society imposes on women, its perspective on female employers, and difficulties in obtaining 
capital. Obstacles in obtaining capital stem from the fact that the inheritance institution has 
traditionally operated against women, the invisible obstacles (glass ceilings) that prevent girls 
from receiving education, participating in working life, and becoming managers in the workplace 
where they can earn higher wages, and the prejudiced approaches of institutions. It is important 
to remove barriers to women in order to raise their economic and social status, strengthen 
them, and ensure gender equality. 

This study includes findings based on the information obtained regarding the financial 
problems of women entrepreneurs, taxes and similar financial obligations, as a result of an 
online survey consisting of 40 questions conducted with 1535 women entrepreneurs from 80 
provinces in 2022, mostly through KOSGEB (Small and Medium Scaled Industry Development 
and Support Directorate), some of them through TOBB (The Union of Chambers and Commodity 
Exchanges of Türkiye) Women Entrepreneurs Board and some other non-governmental 
organizations.  

 

2. Development in the Status of Employers, Self-employed and Women 
Entrepreneurs in Türkiye  

The labor force participation rate (LFPR) of the women in Türkiye in 2022 is 35.1%. 
Accordingly, 64.9% of our country's female population remains as idle labor and does not 
participate in income-generating economic activities. However, the average woman LFPR in 
OECD member countries is 53.2%. Türkiye ranks last among OECD countries. The reason for 
47.8% of our country's women who do not participate in the labor force is because they are busy 
with housework, and 10.22% are due to family and personal reasons. In short, approximately 
60% of women who do not participate in the labor force do not/cannot participate due to 
“gender roles". The woman employment rate in Türkiye in 2022 is 30.4%. This rate is 50.5% on 
average in OECD countries, and Türkiye ranks last among OECD. In 2022, 70.88% of employed 
women are wage earners or casual workers, and 18.31% are unpaid family workers. While the 
rate of self-employed is 9.15%, the rate of those who are employers is 1.65%. In the agricultural 
sector, the rate of unpaid family workers reaches a very high rate of 76.99%, and there are 
almost no female employers (0.097%). In the non-agricultural sector, on the contrary, the 
wage/salaried/daily employee ratio increases to 86.31%, while the employer ratio is 2.04%. 
While the self-employed rate is 11.6% in agriculture, it is 8.52% in non-agricultural sectors 
(TURKSTAT, 2022; OECD, 2022). In short, women in employment participate in production as 
wage earners, instead of taking risks and engaging in economic activities that provide 
employment opportunities. Sociocultural and socioeconomic conditions are effective in the 
emergence of this situation, which being an employer is seen as a man’s job in society, and that 
business life is male-dominated when the data revealed by TURKSTAT surveys are examined 
(TURKSTAT, 2021). 

According to TURKSTAT data, while the number of female employers in Turkiye was 
94,000 in 2014, it increased continuously and reached 164,000 in 2022. While the number of 
self-employed women was 701,000 in 2014, it increased to 875,000 in 2018, and decreased due 
to the contraction in economic activities in 2019. This trend continued during the COVID-19 
pandemic period, and the number decreased by 758,000 in 2020 because 117,000 women 
ended their businesses. This situation reveals that female employers are stronger than self-
employed in terms of continuing their jobs under extraordinary conditions. At the same time, 
while the female LFPR decreased by 10% and employment rate by 8% during the pandemic, the 
continuous increase in the employer rate has shown that being employer provides a stronger 
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and more sustainable working environment for women. When the data for the years 2014-2022 
were examined, it shows that there is a transition between the rate of female employers and 
the rate of self-employed. While the male entrepreneur rate in Turkiye is 25.58%, the female 
entrepreneur rate is 10.80% in 2022 (TURKSTAT, 2022). 

 

3. Financial Problems of Women Entrepreneurs 

The study investigated the needs of women entrepreneurs for three phases of 
businesses: the initial phase, continuation phase and development phase. When they were 
asked about the difficulties encountered in starting the business, they had nine options and 
could tick more than one, 74% ticked the option "I did not have enough capital" and 16% ticked 
the option "The cost of bureaucratic procedures was high." Those who stated lack of information 
and problems with gender roles were at relatively low rates. When the source of the initial 
capital was analyzed and asked to mark the relevant options among eight options, 50.75% of 
the participants said "my own savings", 45.3% of the participants said "borrowed from family", 
26.7% said "government support", 24% said "bank loan", 21.63% "women entrepreneur loan", 
3.72% “partner capital”, 2.02% “micro loan” and, 1.6% "other". The fact that the most important 
source of capital is their own capital is because 69% of the participants have been employees 
before (Akgül Yılmaz&Nalbant Efe, 2022: 90-96). A small portion of the participants (17%) 
benefited from the young entrepreneur exemption and gained tax advantages. The rate of 
benefiting from the exemption is slightly higher among self-employed (18.6%) than employers 
(16.4%). When the financial difficulties they encountered while running the business analyzed 
and asked to mark the appropriate ones out of eight options, the most frequently marked option 
was "insurance premium payments" with 65.44%, followed by "tax payments" with 63.2%, 
followed by "business general expenses" with 53.81%, "rental payments" with 47.10%, followed 
by “other mandatory payments” with 33.70%, and “wage payments” with 22.8%. Only 6.12% of 
the participants stated that they did not experience any difficulties (Akgül Yılmaz&Nalbant Efe, 
2022: 103). When the needs to strengthen and develop their businesses analyzed and asked to 
mark three out of twelve options, participants stated that, they mostly needed "capital" 
(80.13%) and "Tax discounts/employees’ insurance premium discounts" (57.85%). The other 
important selected options were "advertising promotion" (40.59%), "finding sales channels" 
(33.88%), "finding qualified personnel" (31.14%), "being able to export" (21.82%) (Akgül 
Yılmaz&Nalbant Efe, 2022: 127). When the distribution of those who received support from any 
institution related to their business is analyzed, 68.7% of the participants stated that they 
received support in the initial phase, 19.15% in the continuation phase, and 12.05% in the 
development phase of the business. It can be said that the capital need is more important in the 
beginning phase (Akgül Yılmaz&Nalbant Efe, 2022: 107).  

 

4. Women Entrepreneurs' Attitudes toward Taxes and Similar Financial 
Obligations and Their Situation against Them  

When the statement "tax should be paid in full and on time" was asked to determine 
the participants' attitudes towards taxes and similar financial obligations; 68% marked "agree", 
22.3% marked "partially agree", and 6.8% marked "disagree". This showed that a significant 
portion of them had positive tax attitudes. The rate of those who stated that they agreed, 
especially among employers, was higher. Participants were asked to mark the taxes they paid, 
and the most common ones were income tax (85.21%), value added tax (80.91%), stamp duty 
(66.84%), corporate tax (47.69%), environment tax (% 45.28), motor vehicles tax (36.42%) and 
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announcement and advertising tax (34.59%). When the three tax and similar obligations that 
they have the most difficulty in paying were asked, “employees’ insurance premium” (30.2%), 
“rent withholding tax” (15.2%) and “value added tax” (13.4%) were the most chosen ones. The 
rate of those who stated that they do not have difficulty paying taxes is only 6.7%. When the 
taxes and similar obligations that the participants have the most difficulty to pay are examined 
depending on the age of their businesses, most marked answers were "employees’ insurance 
premium" in businesses with 0-10 years of age, "value added tax" (23.5%) in businesses with 11-
20 years of age, "corporate tax" in businesses with more than 21 years of age (21.1%). According 
to the number of employees; "Rent withholding tax" (23.6%) for those who have no employees, 
"employees’ insurance premium" for those with 1-49 employees, and "corporate tax" for those 
with 50 or more employees are the most difficult tax and similar obligations to pay. When 
examined from a sectoral perspective, “employees’ insurance premium” is the most difficult 
obligation for all four main sectors (agriculture, industry, construction and services) (Akgül 
Yılmaz&Nalbant Efe, 2022: 128-141). Although the order may vary across sectors, “employees' 
insurance premiums”, “value added tax” and “rent withholding taxes” are obligations that are 
paid every month and therefore are difficult to pay. From a regional perspective, “employees’ 
insurance premium” is the most difficult obligation in all regions. Southeastern Anatolia Region 
comes first (45.8%), followed by Middle Eastern Anatolia, Western Black Sea, Northeastern 
Anatolia and Eastern Black Sea. 36.3% of the participants declared that they benefited from 
tax/insurance premium structuring. This rate is 40.4% for employers and 25.9% for self-
employed. As the number of employee and the age of the business increases, the rate of 
benefiting from tax/insurance premium structuring increases. 91.5% of the participants stated 
that they agreed with the statement "Income tax exemption should be applied to newly 
established businesses", 5.1% partially agreed, 2.1% disagreed, and 1.3% had no opinion. At the 
end of the survey participants were asked, "What do you think should be done to develop 
women's entrepreneurship?" and the suggestions were categorized. The most mentioned 
statement was "capital support should be given" and the second was "tax exemption, tax 
deduction should be given". 

 

5. Conclusion 

The survey results showed that the most important difficulty faced by women 
entrepreneurs in Turkiye is finding “capital”. It has been determined that especially “employees' 
insurance premiums”, “value added tax” and “rent withholding tax”, which are financial 
obligations that must be paid regularly every month, create financial difficulties. In this regard, 
in order to increase women's entrepreneurship, tax incentive measures can be applied until the 
baby businesses get up and start walking, which takes a period of 3-5 years. These incentive 
suggestions can be listed as follows:  

1. Women entrepreneurs can be exempt from fees and similar financial obligations to 
be paid for bureaucratic procedures in starting a business,  

2. The insurance premiums of the people they employ can be covered by the state,  

3. The obligation to withhold income tax on workplace rent can be abolished. During 
this period, workplace property owners can pay their taxes directly.  

4. Provisional tax payments may not be received during this period. Tax can be assessed 
on an annual basis and collected in installments.  

5. A 50% discount can be applied to professional chamber dues,  

6. Insurance premium payments can be made easier for self-employed women. 
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Abstract 

This study used experimental methods to create intervention and control groups in order to examine the 
impact of tax education on tax awareness, based on the hypothesis that tax awareness can be learned at 
a young age. The Ministry of National Education and the Provincial Directorates of National Education 
gave their assent for the research, which was conducted at four pilot schools chosen in Diyarbakır. Prior 
to and following the 2-month tax awareness training, a survey was administered in a few chosen schools, 
and the findings were analysed using the SPSS programme. It is determined from the results that tax 
awareness education significantly raises children’s tax awareness levels. After receiving tax awareness 
training, it was determined that children’s views on taxes had changed, and they were more aware of the 
reason behind tax collection. Within the context of the study’s findings, policy recommendations were 
made. 
 
Key Words: Tax Awareness, Tax Education, Primary School Students, SPSS Analysis 

JEL Codes: H20, H29, H26 

 

1. Introduction 

The problem of tax collection is fundamentally related to tax awareness. Like all other 
fundamental standards, raising tax awareness is a value that should be learned early in life. 
Supporting it throughout the education and training process, starting with the family, will enable 
one to fully acquire this awareness. In Turkey, the issue of tax awareness is remembered only 
with some events during tax week, and tax information programs are held for students only on 
these days. This circumstance is insufficient to raise tax awareness, particularly among students. 
The aim of this study is to increase tax awareness, considering that primary school students are 
potential taxpayers. In this context, the tax awareness of the students who will be included in 
the project was measured. Then, it was aimed to increase the tax awareness levels of the 
students with 2-month periodic tax training. After the tax training, various activities were held 
with the students and the survey form applied before the training was re-applied. According to 
the survey findings, it was observed that there was an increase in the tax awareness levels of 
students. 

The study consists of three parts. In the first chapter, the concept of tax awareness was 
examined and tax awareness in children was specifically discussed. In the second part of the 
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study, the results of the survey conducted to measure and increase tax awareness in children 
are shared and the research method and findings are included. Policy recommendations and 
other findings regarding all outcomes of the study are discussed in the conclusion section. 

 

2. Tax Awareness 

Tax awareness means having understanding and knowledge about the tax system and 
tax laws in a country (Faizal, Zaini & Somasundaram, 2021: 66). It also includes being aware of 
the rules, regulations and procedures when fulfilling tax obligations. Tax awareness, in a sense, 
is a cognitive process about why taxes are paid and why tax regulations should be followed 
(Sanusi et al, 2021: 91). Buehler (1940:237) stated that tax awareness can also be defined as tax 
education or tax knowledge. Accordingly, tax awareness means increasing knowledge about the 
tax burden and its connection with public expenditures and obtaining more taxpayers. This 
definition actually stems from the belief that some segments of the society are not aware of the 
burden imposed by taxes or are partially aware of this burden (Buehler, 1940: 238). 

 
2.1. Children and Tax Awareness 

Education; It is a lifelong process that prepares society as an aspect of socialization in 
order to learn appropriate attitudes, values and behaviors. These norms and values may also 
include compliance with tax laws. "Understanding tax", which is made a part of this process, is 
very important in order to improve the awareness of the new generation about tax. This should 
be seen as a duty of states and the tax issue should be clarified in the minds of the new 
generation (Koster, 2012: 1-2). Lack of tax education is one of the main causes of noncompliance 
with tax responsibilities. Tax education initiatives that cover subjects like the economic 
consequences of tax evasion and the advancement of accountability and transparency have a 
big influence on taxpayers' voluntary compliance. Early provision of this training will influence 
the prospective taxpayer's perception and way of thinking in addition to increasing voluntary 
compliance with regard to tax payment and reporting obligations (Albert ve Fadjarenie,  
2022:1913) 

Countries around the world reach taxpayers through various channels to increase tax 
awareness. In this context, relevant institutions and organizations, especially tax 
administrations, are implementing programs to inform taxpayers about some tax issues and 
deadlines. Apart from this, initiatives such as TV programs, digital platforms, and various other 
mass media are also being implemented (OECD, 2021). Tax weeks (the last week of February), 
held every year in Turkey since 1990, are supported by tax awareness campaigns not only for 
children but also for all members of society. In these events, various posters are prepared for 
children's tax awareness and activities such as games/competitions are organized (OECD, 2021; 
Vergialgı, 2021; GİB, 2023d: 93-94). 

 

3. Findings 

This study was implemented in 4 public schools affiliated with the Ministry of National 
Education in Diyarbakır province. The group that created the scale was selected from 6th, 7th 
and 8th grades. A total of 427 students attended the tax training (188 female and 239 male 
students). Students are between the ages of 11-14. The unique and meaningful part of the study 
is that the survey was applied to the same 427 selected students before and after the tax 
awareness training. Firstly, a tax awareness survey was applied to 427 students selected in 
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schools, and after the survey, tax awareness training was given for 2 months. After the tax 
awareness training, the survey applied to the same students at the beginning of the research 
was repeated and the results of the experimental research were as follows. 

Students were asked whether they had heard the word tax before. It was observed that 
there was a normal familiarity with the word tax before and after the survey. It is seen that there 
is an increase in the number of students who answered the question "Where did they hear the 
word tax" from their family before the training, and the number of students who answered the 
same question from their teacher after the survey. When the answers given before the survey 
to the question "What do you think taxes are?" were examined, it was determined that there 
was a significant increase in the answer "It is the money collected by the state to take care of 
us", while there was also an expected decrease in the answer "I don't know". It can be stated 
that there is an increase in tax awareness after tax training. When the answers to the question 
of who pays taxes are examined, it is concluded that children have the awareness that everyone 
who earns money must pay taxes. In addition, the decrease in the response of "I don't know" is 
considered as a result showing the importance of tax awareness education. When the answers 
to the question "why is paying taxes important" are examined, it can be stated that there is a 
decrease in the answers "it is not important" and "I don't know".In addition, it is observed that 
children who participate in tax awareness training have an awareness that taxes are important 
for the presentation of public goods. These results reveal that tax education is important for tax 
awareness. The answers given to the question "What comes to your mind when you think of 
taxes" before and after the tax awareness training were examined. It is observed that there has 
been a slight decrease in the perception of taxes only as money, as well as an increase in the 
perception of the concepts of schools, hospitals, parks, and security and protection when taxes 
are mentioned. This shows that after tax awareness training, there is an increase in tax 
awareness and awareness of what the main purposes of taxes are. When the answers to the 
question of why people pay taxes were examined, it was determined that after the tax 
awareness training, there was a decrease in the perception that they pay because it is 
compulsory, and in addition, an awareness emerged that it is a civic duty to contribute to the 
state. 

 

4. Conclusion 

Lack of sufficient tax awareness negatively affects tax payment and taxation processes. 
In connection with this, it causes tax losses and evasion to increase. This research was based on 
the idea that tax awareness is important in terms of tax revenues. In this context, the importance 
of tax awareness education is emphasized. According to the findings obtained as a result of the 
experimental research applied to 427 selected students in 4 schools in Diyarbakır, tax awareness 
education caused a significant increase in the tax awareness levels of children. It was concluded 
that after the tax awareness training, children's perspective on taxes changed and they became 
aware of the purpose for which taxes are collected. In addition, their perception of people who 
do not pay taxes is negative, which can be considered a positive development in terms of tax 
awareness. In line with the findings obtained from the study, it is recommended to add a tax 
awareness education course to the National Education curriculum. In addition, the Revenue 
Administration needs to update and diversify the content it has prepared for children. 
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Political Preferences in Tax and Benefit Morale: Do Right-wing 
and Left-wing Voters Have Different Costs to Public Finances? 
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Abstract 

With the spread of the welfare state model, the size of public expenditures made by states has 
increased and their items have expanded. In this process, welfare states began to make social 
expenditures through transfers for disadvantaged groups in terms of various factors within 
society. In Europe, the size of these social expenditures varies between 35-45% of total public 
expenditures (Eurostat, 2023) and attracts attention as the largest public expenditure item. The 
financing of public expenditures is carried out through capital, sales and tax revenues. 
Considering that the share of employees and employers and the share of taxes in total public 
revenues is close to 90% (Eurostat, 2023), it can be argued that tax revenues form the backbone 
of financing public expenditures. On the other hand, certain individuals in society receive social 
aid that they are not entitled to through illegal means and create a free-riding problem through 
tax evasion. Depending on this situation, they cause unintended consequences in terms of both 
public expenditures and public revenues. For example, due to tax evasion and avoidance, tax 
revenues worth €1 Trillion in Europe and €823.5 Billion in the EU cannot be collected, creating 
a burden on public finances.  

In this context, understanding individuals' tax and aid morality stands out as an important topic 
in terms of reducing this burden on public finances. It is necessary to know the basic factors that 
determine individuals' willingness (not) to pay taxes and receive (not) illegal social assistance. 
Studies in the literature investigating the factors that determine both tax and aid morality have 
included many factors such as income, tax rates, financial satisfaction, age, gender, religiosity 
and education level in their analyses. However, individuals' political preferences and wishes 
were not included in the analysis. Considering the political nature of tax revenues and public 
expenditures, it is necessary to investigate the role of ideological preferences among the 
determining factors of tax and aid ethics. In this context, this study used European Values Survey 
(EVS) data to investigate whether ideological preferences have any importance in tax and aid 
morality between 1981 and 2017, and if so, what the differences are between left and right 
voters. Due to the structure of EVS questions and answers, the ordered probit method was used. 
According to the findings, right-wing voters have lower tax morale compared to left-wing voters.  

On the other hand, right voters have a higher helping morale compared to left voters. These 
basic findings are parallel to the economic preferences of the right and left ideological segments. 
As a matter of fact, the attitudes of the right wing in favor of economically narrower and lower 
taxes, and the left wing in favor of expanded welfare programs and increased public 
expenditures coincide with the findings. Taken together, first, policymakers need to consider 
ideological differences as a factor. Secondly, the right wing imposes a cost on the public in terms 
of public revenues and prevents public revenues from rising to the desired levels. Thirdly, the 
left wing becomes a financial burden on the public in terms of public expenditures and causes 
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an increase in public expenditures. Finally, although through different channels, both the right 
and the left cause a free-rider problem in terms of public finance in a way that coincides with 
their own political preferences. 

 

Keywords: Tax morale, Aid morality, Political preferences 
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Abstract 

The basis of taxpayer psychology is the taxpayer's view and perception of tax in taxation process. Among 
the most important factors or determining variables affecting taxpayers' attitudes and behaviors towards 
taxes are factors such as voluntary tax compliance, tax ethics, tax awareness, and tax culture level. The 
topic of the study is to examine academic research on the psychology of taxpayers in cities that suffered 
earthquakes in Turkey. The purpose of the study is to handle the studies about taxpayer psychology 
domain on cities where earthquakes occurred. The importance of the study is to bring a new perspective 
to the subject and to make future predictions by drawing attention to the attitudes and behaviors of 
taxpayers towards taxes in earthquake regions. In this context, the cities where the last three major 
earthquakes occurred in Turkey were selected as samples. Literature review was conducted as a method. 
Based on the findings, the tax burden is heavy, tax rates are high, the tax system is unfair, tax audits and 
penalties are insufficient, public expenditures are inefficient, public services are ineffective, and tax 
amnesties discourage paying taxes. Surprisingly, increasing number of immigrants in Turkey has a negative 
impact on taxpayer psychology. Taken together, efforts are needed for participatory structural reforms in 
which taxpayers are also included in the taxation process. 
 
Keywords: Taxpayer Psychology, Tax Perception, Tax Compliance, Earthquake Cities 
JEL Code: H30, H31, E70, E71, Z13 

 

1. Introduction 

Taxpayer psychology refers to all taxpayers' perceptions, attitudes and behaviors 
regarding taxes and taxation. Internal/personal/demographic (such as age, gender, education, 
profession, marital status, belief structure, income level) and external/environmental (such as 
high tax rates, tax burden level, frequency of tax amnesties, deterrence of tax penalties and 
audits) factors that determine tax perception, attitudes and behaviors. These are also factors 
that affect tax compliance and tax awareness. 

In this study, research in the literature on the psychology of taxpayers in cities, which 
have experienced the last three major earthquake disasters in Turkey and were heavily damaged 
by these earthquakes, will be discussed. Thanks to the findings obtained from the studies in the 
literature specifically for selected earthquake cities, similar and different aspects between the 
general taxpayer psychology and the psychology of taxpayers living in the region can be 
determined. The effect of the current tax system and tax practices to taxpayers will offer a future 
perspective for tax management. In this context, first of all, a short theoretical framework will 
be presented in the study and then a general evaluation of the literature review and research 
findings will be discussed. 
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2. Theoretical Framework 

Tax psychology, as a discipline that addresses all dimensions of taxpayer psychology, 
basically focuses on "tax mentality" and "tax morality". Tax mentality is used for expressing all 
attitudes and behaviors adopted towards taxation. According to research, issues such as citizens' 
financial knowledge which enables them to establish a connection between the taxes they pay 
and the services provided, the approach of the tax administration to taxpayers, the excess of 
administrative formalities, the frequency of audits and the high level of tax penalties affect the 
attitudes and behaviors adopted towards taxation. Tax morale, which constitutes another 
dimension of tax psychology and taxpayer psychology, is used for directly expressing attitudes 
towards tax evasion. Therefore, tax morale basically focuses on tax losses and evasion (User, 
1992: 184-187). Research conducted demonstrates that factors such as tax administration, tax 
system and perceived tax burden (subjective tax burden), tax awareness, perceptions of 
compliance, perception of public expenditures, trust in authorities, the state and bureaucrats, 
institutional quality such as perception of corruption, formal and informal education, gender 
and belief, willingness to obey and religiosity have a relatively strong effect on tax morale 
(Torgler vd., 2008: 313; Demir, 2008). 

 

3. Literature Review 

Due to its geographical location, Turkey is a country crossed by active fault lines, which 
have high risk of producing massive earthquakes. Historically, there have been many massive 
and destructive earthquakes. The 17 August 1999 Gölcük/Kocaeli earthquake and the 6 February 
2023 Elbistan and Pazarcık centered Kahramanmaraş earthquakes are the prominent ones. 
Therefore, the scope of the literature review is based on research on the cities (Kocaeli, Hatay, 
Gaziantep, Malatya, Adıyaman, Diyarbakır, Şanlıurfa, Adana), where the impact of these 
earthquakes was great. As a result of detailed research conducted within the scope of the 
literature review, the findings of selected studies on taxpayers/citizens in cities of the last three 
major earthquake disasters are given below chronologically (from recent to past) by drawing 
attention to the findings obtained. 

The findings from Ekici's survey conducted with taxpayers in Adana in 2022 are as 
follows: Increasing tax rates, low income levels, continuity of tax amnesties reduces voluntary 
compliance with taxes. 

The findings from Doğan's survey conducted with taxpayers in Hatay province in 2021 
are as follows: Paying taxes is a civic duty. Tax awareness is at a high level. The most important 
reason for tax evasion is high tax rates. The taxes paid do not return as services to society. Weak 
enforcement power of tax penalties increases tax crimes. The most important elements that can 
increase tax awareness are eliminating injustice in the tax system and utilizing public 
expenditures in order to increase social welfare. 

The findings from the survey conducted by Çelik with taxpayers in Kocaeli province in 
2019 are as follows: Financial advisors have a higher perception of tax ethics than tradesmen, 
women have a higher perception of tax ethics than men and those with a higher education level 
have a higher perception of tax ethics than those with lower education. Increasing tax ethics, 
awareness and compliance depend on the fair distribution of taxes and public expenditures. 

The findings from the survey conducted by Küçükgöz in Gaziantep, Hatay, Şanlıurfa and 
Kilis provinces in 2019 are as follows: The opinion that Syria origined citizens do not pay taxes is 
extremely high. The biggest problem is that Syrian origined citizens work for low wages without 
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insurance. There is a strong desire to access the financial aid provided to Syrian origined citizens 
(especially among tradesmen). 

The finding obtained from the survey conducted by Mutlu and Taşçı for taxpayers in 
Malatya in 2013 is as follows: The state's customer-oriented approach to the taxpayer has a 
positive effect on the taxpayer's voluntary compliance with the tax. 

The findings of the comprehensive research conducted by Zenginobuz et. al. across 
Turkey in 2010 are as follows: Paying taxes means having a say in the governance of the country. 
Tax is a mandatory payment and civic duty for the development of the country. Problems of the 
tax system in Turkey in accordance with importance are; high taxes on consumption, not high 
enough taxes on those who earn more and inability to collect taxes due to the informal 
economy. The most important reasons why taxes cannot be collected regularly are; the 
unfairness of the tax system, the informal economy and the fact that taxes do not return as 
services to the society. Tax audits are ineffective. 

The results obtained from the comprehensive research conducted by Çiçek et. al. in the 
Southeastern Anatolia Region (Adıyaman, Diyarbakır, Gaziantep, Mardin, Şanlıurfa) in 2008 are 
as follows: The tax burden is high and the taxes applied are unfair. The taxes paid are not 
returned as services and are not used effectively by the government. The most important reason 
why taxes cannot be paid in full is the high tax rates. This situation pushes taxpayers to evade 
taxes. Tax evaders are not welcomed. The multitude of formalities regarding tax payments and 
the incomprehensibility of the legislation reduce tax compliance. The approaches of the tax 
administration are not liked, but the approaches of the tax inspectors are liked. Honest 
taxpayers are punished through tax amnesties and this situation also disrupts tax justice. Public 
expenditures are used wastefully. 

 

4. A General Evaluation of Research Findings 

When the research findings are evaluated, the findings can be summarized as follows: 
Since there was no study conducted specifically for Kahramanmaraş on taxpayer psychology, it 
could not be included in the review. Other cities; Kocaeli, Hatay, Gaziantep, Malatya, Adıyaman, 
Diyarbakır, Şanlıurfa, Adana, where three major earthquake disasters occurred in the history of 
Turkey; were included in the analysis. The research conducted by Zenginobuz et. al., is the most 
comprehensive study throughout Turkey, makes possible to reveal the general trend and make 
comparisons. 

Based on the findings obtained from this study on a large group of citizens across Turkey, 
it has been observed that there are similar views regarding tax structure and implementation 
(such as paying taxes is a civic duty, tax rates and tax burdens are very high, the tax system is 
not fair, frequent tax amnesties reward those who do not pay, taxes are not adequately 
reflected in public services, public expenditures are presented ineffectively and used wastefully) 
among citizens living in cities that experienced earthquakes. Compared to metropolitan cities 
such as Istanbul and Kocaeli (located in the Marmara Region), in cities where the February 6 
earthquakes occurred (mainly located in the Eastern and Southeastern Anatolia Region), tax 
outlook and tax compliance were found to be lower, and the cost of tax compliance 
(psychological cost of taxation) was higher. In the findings of the research conducted specifically 
for the cities where the February 6 earthquakes occurred, unlike the research conducted for 
other cities, the taxpayers' view towards tax inspection staff was found to be positive. The same 
taxpayers expressed a negative opinion that offering privileges to Syrian refugees/immigrants 
disrupts the fair competition. 
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5. Conclusion 

In this study, which examines the previous studies in the literature investigating 
taxpayer psychology in the cities that experienced the last three major earthquakes in Turkey's 
history, it is concluded that there are taxpayer structures that are common and different in 
comparison to Turkey in general and similar and different psychologies even among the cities 
that experienced three major earthquake disasters. While a similar view prevails among 
taxpayers regarding the structural features (tax practices) of the Turkish tax system, it has been 
observed that different views prevail depending on the regional and local structures. Turkish 
society has a common opinion on issues such as high individual tax burden and tax rates, low 
tax justice, careful approach to tax audits, penalties and tax amnesties, and proper management 
of the tax revenues-public expenditures relationship. Another striking result is the impact and 
consequences of the migration wave on the taxpayers. Considering all these results, the study 
reveals that there is a need for more participatory structural reforms that include taxpayers to 
the process. 
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