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Abstract
This study examines the status of fiscal decemtitin and its
relationship with socio-economic indicators in Teyk As theoretical
literature is ambiguous on the merits of fiscal etgralization,
international evidence confirms this ambiguity ibsessing the important
role of administrative and political decentralipati in obtaining the
benefits of fiscal decentralization.

Empirical evidence in this paper regarding theti@hship between
various socio-economic indicators and fiscal deedizhtion in Turkey,
however, is mostly favorable. We observe that fisiecentralization is
positively related with both the level and the gtiowate of output, and
negatively related with personnel spending and wbkatility in both
central government spending and private investméiite positive
association between expenditure decentralizatioth @mtput volatility
points at rooms for improvements with regards tangparency and
accountability at lower levels of the governmenteamforce the benefits
of fiscal decentralization.

1. Introduction

Fiscal decentralization is defined as the devotutd policy
responsibilities from central government towardsalogovernments

| am grateful to Merih Celasun and Ferhat Emil tfegir valuable comments, which,
regrettably however, were only partially incorpexhtinto the current work due to
various data deficiencies. | also thank to two ameous referees whose comments
contributed significantly to the final quality dfe paper.



with regards to spending and revenue collectionsa®ts. According
to Inman and Rubinfield (1997) the most completscdetion of
fiscal federalism is due to Oates (1972), who st#tat: "the central
government is assigned responsibility for those lipubctivities
distinguished by significant externalities involgispatially dispersed
populations, while local governments have respalitgitfor those
public activities for which such spillovers are iied or absent".

Fiscal decentralization (FD) has recently been ew\was one of
the key components of economic reforms in Turkayiarmany other
developing economies. However, a review of reladlies reveals
that there are arguments both in favand against expenditure
decentralizatioh and mostly cautioning against revenue
decentralization In addition, there are studies that discuss the
conditions under which fiscal decentralizationikely to succeed in
improving economic efficiency (see, for examplenZig2000)).

In lines with the variety of arguments in the thetmal
literature, the evidence based on cross-sectiomélcase studies is
also rather mixed with regards to the benefits a$cdl
decentralization. The evidence nonetheless poiriteedmportant role
that the local capacity, coupled with administratiand political
decentralization, play for fiscal decentralizatitm yield efficiency
gains (see, for example, Panizza (1999) and VomumBend Grote
(2000)). In addition, empirical evidence suggesist tcountry size,
income per capita, the level of democracy, andiethactionalization
(as a measure of heterogeneous preferences) lakmee the level of
fiscal decentralization in a cross-country sett{sge, for example,
Panizza (1999) and De Mello (2000a)).

In view of the theoretical and empirical literatutlis paper
examines the various socio-economic outcomes atioal with the
extent of FD. Although a thorough fiscal decennatiion reform has
not yet taken place in Turkey, we refer to thetredaimportance of
local governments vis a vis the central governnenthe extent of
fiscal decentralization. The key data are on mpaidly expenditures
and tax collections, as municipalities are the nhawal fiscal decision
units in Turkey.

By identifying the nature of the relationships beémn FD and
the socio-economic indicators, this study shedst lan the potential

! Among those are: Samuelson (1954), Oates (197&ks (1999), de Mello (2000a)
and Wasylenko (2001).

2 See, for example, Bradhan and Mookherjee (1998)Banchard and Shleifer (2000).

® The examples are De Mello (2000b) and de Melth Barenstein (2001).



future developments that would emerge as a reduthe reforms
concerning fiscal decentralization. While theresexn-depth studies
on Turkey that examine various samples of munitipalfrom social,
financial and political viewpoints (see, for exampHeper (1987) and
Falay et al (1996)), to our knowledge, the current study is a
pioneering one in undertaking an empirical analg$ihe relationship

of fiscal decentralization with socio-economic autees in Turkey in

a cross-sectional framework.

The current study reveals mostly favourable evideregarding
fiscal decentralization in TurkeyYDur empirical analysis shows that
expenditure decentralization is positively assedatvith both the
level and the rate of growth of output and negéatiassociated with
personnel spending and with the volatility in bo#mtral expenditures
and private investment. In addition, tax decertaion is positively
associated with agricultural value added and negjgtiassociated
with volatility in transfers. By contrast, volatyiin income is higher
in areas with greater expenditure decentralizatiwwhich calls for
carefully designed policies and institutional stames to bolster the
benefits of fiscal decentralization.

The organization of the rest of the paper is ds\idd. Section 2
gives an overview of theoretical and empirical gaan the effects of
fiscal decentralization. Section 3 is about fisdacentralization in
Turkey. Section 4 describes the data and methogalsgd in the
current study. Section 5 reports the findings @f émpirical analysis
and finally, Section 6 is reserved for the condusi

2. A review of the literature on the effects ofchs
decentralization

In this section, we provide a summary of the emgsliterature
on fiscal decentralization and its relationshiphwitie social, political
and economic factors. Section 2.1 provides a rewoéwheoretical
literature and Section 2.2 provides a review ofahmpirical literature
based on various country samples.

2.1. Theoretical literature

The following arguments are made in favor of fiscal
decentralization (FD): i) decentralization of spiigd increases
economic (public sector) efficiency since local gmments would
have better information about local preferences, laence it permits
non-uniform provisions that better match with theefprences of



citizens (see, for example, Samuelson (1954), Oates, (18n#)

(1999)). ii) FD is expected to boost accountabiibyd transparency in
service delivery (de Mello, 2000a) and thus helpgeaditure

decisions and revenue collection to be more effectii) In addition,

if local accountability exists, tax-payers may alsetter cooperate
with local governments (Wasylenko, 2001), which emktax

collection more effective. This would then alsophéb improve the
effectiveness of both expenditure and revenue dedzation?

Againstthese arguments, however, Tanzi (2000) suggests tha
the effectiveness of fiscal decentralization in tioying allocative
efficiency depends on factors, such as the sizsoohtry; the extent
of privatization in the econorfiyability of local governments to raise
revenue; transparency and; local administrative amstitutional
capacity’

While decentralizing budgetary spending, granted #ibove
modifications, may be efficiency enhancing, decdiding revenue-
collectionmay not be so, however. Some of the possible reasmn
that i) local governments often face softer budmgetstraints than the
central government; ii) there may be powerful logasted interests;
iii) local governments either have limited tax-bmsavailable to them
or they fail to fully exploit the existing ones;)iwrthermore, local
debt issuance and management capacity is limited.

Limited revenue autonomy of local governments iegli
however, that their expenditure autonomy is alsutédd and hence
local governments may turn out to be mere spendmigs of the
central governments. This, in turn, limits the #pilof local
governments to perform counter macroeconomic cyatidscal levels
(De Mello, 2000b).

There are various arguments against expenditure
decentralization as well. First, local governmentsy suffer from lack

The public goods considered to be more efficiieptovided in a decentralised manner
are not pure public goods with wide spill-over ef& but local public goods.

Panizza (1999) provides and overview of the tbeécal literature on fiscal
decentralization. He groups the existing literatasethe studies on: i) optimal division
of powers (decentralization theorem); ii) the ra& organization costs and; iii)
competition among jurisdictions.

Privatization can be considered as substitutedcallgovernment in the provision of
local public goods and services. Tanzi argues il literature does not provide a
good analysis on the subject, some local goodsh sa& garbage collection,
transportation and more, may as well be vested thiglprivate sector.

Panizza (1999) empirically shows that the latbercountry the better the information
advantage of local government.



of economies of scale in the provision of publiods; particularly
information and coordination costs may be higher focal
governments than for the central government. Sdgorifl local
vested interests are powerful, in the absence azl laccountability,
decentralization increases corruption and socedrfrentation (see,
for example, Blanchard and Shleifer (2000) and Baad and
Mookherjee (1998)). Thirdly, decentralization magcrease the
competition and political tensions among local gaweents. Fourthly,
lack of institutional and administrative capacifylacal governments
may prevent the benefits of decentralization froging realized.
Fifthly, coordination problems across differentrgieof government
may hinder fiscal reforms and implementation of rmaconomic
adjustment.

2.2. Empirical literature

Empirical literature on the effects of fiscal detahization has
recently been growing at a rapid rate. A numbestodiies have shown
that decentralization of budgetary expenditurgmomstively associated
with various social indicators. De Mello (2000 Example, shows
that higher social capital is positively related with fiscal
decentralization. Robalinet al (2001) show that decentralization of
expenditures is negatively associated witmortality rates
Furthermore, Von Braun and Grote (2000) empiricalgmonstrate
that fiscal decentralization helps to elimingeverty, provided that
local governments are made accountable via pdliieeentralization.
Treisman (2000), however, finds evidence of a negatlationship
between decentralizatiband thequality of health and educatipms
measures of public service provision.

De Mello and Barenstein (2001) find evidence thaiody
governancas positively related with subnational spendingele and
the higher the nontax revenues, the stronger #iaionship. They
also show, however, that, unlike expenditure deeénation, the
lower is revenue decentralization, the better isregaance. In
addition, Fisman and Gatti (2000) find a strongaisg relationship
between decentralization andrruption while Treisman (2000) finds
evidence of a strong positive relationship betwdlem same two
variables.

8 Triesman (2000) employs various measures of dedation, ranging from
structural and decision decentralization to fisbetentralization, which includes both
expenditure and revenue decentralization.



Neyapti (2005) uses a large set of internationtd ttaexamine
the relationship between the various measures dfcalfi
decentralization and fiscal deficits, as a measafeallocative
efficiency. The findings of the paper indicate thexpenditure
decentralization is significantly and negativelg@sated withbudget
deficits especially when country is large. In additionyhleti (2005)
demonstrates that revenue decentralization helpkwer deficits
provided that there exists good governance.

Several studies also shed light on the individuauntry
experiences with fiscal decentralization. Barr2@00) argues that, in
Japan mere transfer of authority to local governmemtihout local
autonomy, has promoted a yet more powerful cergoalernment.
Inspecting the cases Bussia, Ukraine and Kazakhstadorriset al
(2000) point out that greater autonomy and accdilittaassigned to
local governments and transparency with regardspending and
revenue collection arrangements are all necessarpltaining the
benefits of decentralization. According to EatorOQ2), political
parties inArgentinaand Philippineshave used the reform aspect of
decentralization as a tool of manipulating the yarontrol over
revenues and expenditures. The author also arpaésnt both cases
politicians increased complexity in the intergoveental relations
that in turn led to reduced transparency and adebility, which
contrasted with what decentralization intendedctieve.

Hope (2000) suggests, on the other hand, that tedeation in
Botswanahas promoted greater local autonomy and accouityabil
Both Dethier (2000) and Lin and Liu (2000) argue that
decentralization has also contributed to economouvth in Chinavia
better monitoring and management of local entegprisbetter
utilization of local revenue sources and greatéciefcy in resource
allocation.

3. Fiscal decentralization in Turkey

Local administrations in Turkey have been organizasl
metropolitan  municipalities, municipalities, spécigprovincial
administrations, villages and unions. The main llggavernmental
units in charge of the spending and revenue cadledctivities are
municipalitiesl.0 As the Law on Municipalities dates back to 1930,
fiscal problems among the municipalities, on thes drand, and

° Based on Yilmaz, S. (2000).
10" Currently, there are 3225 municipalities in Turkey



between them and the central government, on ther,othave
persisted. The emphasis on central administrationTurkey was
inherited from the Ottoman times and has beenosiefl by social
mobilization that started and speeded up after 11880s. Rapidly
increasing urbanization and population size, on dghe hand, and
continued reliance on rural vote potential, ondtieer, led to variable
needs and wants of the local governments and coatetl their
relationship with the central government.

Falay et al (1996) note, for example, that municipalities are
neither sufficiently democratic nor powerful withegards to
ownership rights and resource creation. The goventis resistance
to decentralization has been prevalent due to ¢timeerns about the
transfer of patronage and vote potential to locatsu With a new law
that was passed 1984, metropolitan municipalitiesewestablished
and given greater responsibilit'salong with more advantageous
financing options than other municipalitigs.'l'he establishment of
metropolitan municipalities, however, has also basgued to cause
further complications with regards to the divisiohresponsibilities
across various sub-governmental units.

Local government revenues in Turkey are of threelii) own
revenues; ii) shared reventfesnd iii) transfers. Of these, since own
revenue sources are determined by law, local gavents do not
have much discretion regarding either the type her éxtent of
revenues, which have hence remained much smaderttite amount
of transfers in many provinc&sThe use of shared taxes, the main
source of transfers in Turkey, on the other hamddetermined by
local government8.Nevertheless, that municipal budgets are subject
to the approval of the Minister of Interior, wh@@alhas the capacity to
dismiss the head of the municipality; that some igipality personnel
are bureaucratic appointees; and that about 75%llomunicipal
decisions being modified before approval all shbat imunicipalities

11
12

Currently, there are 16 metropolitan municipaditie Turkey.

While their main sources of revenue is shareaggaborrowing from the central
government is observed to be highly volatile ancheswhat related to political factors
(Arikboga, 2004).

According to law, 6% of general tax revenues distributed to municipalities and
1.12% is distributed to special provincial admirdtibns on the basis of population
(Kerimoglu and Yilmaz, 2005a).

Types of local taxes are on declaration and adtnition; entertainment;
communications; electric and gas consumption; ifiseirance; environment cleaning
and real estate, the rates of which are fixed adtws provinces.

As local governments plan their budget beforeattecations, some projects remain to
be unimplemented.
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do not possess financial and administrative indépece from the
center. Moreover, though constitute a smaller sharansfers other
than shared revenues are often discretionary amdnfluenced by
political decisions.

Both Heper (1987) and Falat al (1996) argue that there has
been little or no improvement with regards to imjng efficiency
and transparency in administrative and budgetamycstres of the
local governments, beyond strengthening the positad metropolitan
municipalities’  Insufficient  administrative  and  political
accountability of municipalities also constrainseith revenue
collection capacity and spending decisions. Giile84), for example,
point out that while own revenues of municipalitkesre in the range
of 40 to 60 percent between the years 1925 to 18W§€,ratio has
fallen to about 20 percent after the 1970s.

On the spending side, based on a thorough anabfsisix
representative municipalities, Falagt al (1996) discuss that
personnel and transfer spending constitute a laegsure of the total
municipal spending, limiting capacity for produ&ispending’

Hence, one can conclude that fiscal spending anénte
collection activities in Turkey have mainly remaineentral till the
end of the 1990s. This can easily be observedandtta as there is
almost no case where local spending or revenuedctimh exceeds
central government spending or revenue collectidn. fact, as of
1998, while the share of both tax collection andnsjing made by
municipalities across Turkey were less than 10%,average, this
share was well above 30 % for expenditures and amive 20% for
taxes in the industrialized countries during th®Q® (see Neyapti,
2003).

The following empirical analysis has been motivatad the
observation that extent of local fiscal activityhish we refer to as
fiscal decentralization, in Turkey largely variesass provinces. This
enables the analysis of the relationship betweendtgree of fiscal

' 1n 1998, the share of grants in total municiyaliévenues was only 1% (Kerirgla

and Yilmaz, 2005b).

Heper (1987) notes that the three metropolitdies;i namely Istanbul, Ankara and
Izmir, markedly improved their revenue collecticapeacity in the two years after the
introduction of a two-tier municipal system in 1984

According to Kerimg@lu and Yilmaz (2005b), the average share of owrnaes to
total is indicated to about 40% as of 2000.

¥ Falayet al (1996) note that, though personnel spendingniitdd to 30% of the
budgetary allocations, this limit is often exceeded

The exception is the tax collection in Kilis iear 1998.
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decentralization and the various socio-economicauges of interest.
In doing this analysis, however, we do not holamsdy priors with
respect to the benefits of greater fiscal decaméiidn. Indeed, as by
Falay et al (1996) discuss in the context of political papation,
decentralization would not necessarily be an impnoent unless
fiscal and political structures become conducive aitcountable,
transparent and efficient local administrations.

The relevant literature and observations point that local
government and central government relations in @yrtkave lacked
transparency and efficiency, reflected in incregsiunicipal share in
the central government’s accumulated domestic dakhich
discretionarily shows in local government financd$iough this
situation certainly necessitates a local governmeform in Turkey,
the ability of the recent reform attempts to ovemeothe existing
problems is rather uncertain as they appear to mentyally addressing
the problem issues. The newly drafted law of 20@dnhg emphasizes
the expenditure aspect of fiscal decentralizateond not the revenue
aspect, which certainly renders the attempts adrnefincomplete.
Yilmaz (2005) indicates that the drafted law of meipalities and
special provincial administration does not addréiss financial
competence and autonomy of local governments that reot
authorized to determine much of the revenue souitdealso appears
that the large number of small size local admiatgins signals the
scale problem that add to the inefficiencies ireraie collection.

This study has been undertaken in the midst ofmefattempts
that aims to lend greater spending responsibilities local
administrative units. By studying the current ssabdi the relationship
between spending and revenue structures and the-esmanomic
performance, this study therefore aims to pointtbatpossible gains
and losses from assigning greater spending anchueveollection
responsibilities to local governments in Turkey. i&h the
implications of the empirical analysis do not claiausal
relationships due to various limitations, the dil@t of associations
between the variables of interest and the degree fisgal
decentralization observed in the 1990s are neveghenformative.

2 Kerimoglu and Yilmaz (2005a; 2005b) discuss the statusresknue collection
capacities in Turkey.



4. Data and some observations

Following the empirical literature, we measure disc
decentralization (FD) by spending and tax reveraf@aunicipalities
as ratios to those of the central government. Tlaga don
municipalities, which are the main agents of loftatal activity in
Turkey, are based on the aggregation of the 322%apalities across
the 81 cities. Due to lack of information on sonfetlte variables
estimated, however, some regressions are perfowitedess than 81
cities.

We were able to obtain the FD data only for theryd®95 and
1998 (from the records of the State Institute ditiStics: SIS). To
analyze the relationship between FD and the vasabf interest, we
calculate the latter as the average of the 199@® D variables do
not vary much across tirfievhile the other variables generally do.
The variables used in this analysis cover variowreconomic
performance indicators, such as output and invedtman per capita
terms; volatility in those macroeconomic performamedicators and;
income distribution. Our main sources of data i s$tudy are SIS,
General Directorate of Public Accounts (GDPA) andt& Planning
Organization (SPO). Appendix 1 summarizes all tAmdised in this
study along with their sources.

Appendix 2 shows the rankings of the two FD measutiee
ratio of municipal expenditures to central expem@is and the ratio of
municipal tax revenues to central government taxemaes, each
calculated on a provincial basis for both 1995 4888. A casual
observation reveals that the state of emergencyAlOh Turkish
acronyms) regions rank among the top of the lighwespect to
revenue decentralization, and among the bottom wétpect to
expenditure decentralization. This observation oiat both the
difficulties the destabilizing factors have genedatagainst the
effectiveness of the central government administnaiand hence the
increased autonomy and responsibilities of localegoments in the
OHAL regions.

With respect to expenditure decentralizatidamit, Bursa,
Istanbul, Mersin and Izmir rank at the top in 19@&restingly, cities

2 The "sign test" (see, for example, Daniel andrdlerl995) reveals no significant
difference between 1995 and 1998 for the measuregher expenditure or revenue
decentralization.

2 Hence, using macro variables only for the ye@85land 1998 could bias the results
due to possible idiosyncrasies in the data.



that have the greatest expenditure decentralizagenerally rank
among the bottom of the ranks of revenue decentitadn? In light
of the arguments emerging in the literature, susterdence may
indicate that the effectiveness of FD may not betwad to the full
extent. Comparing the years 1995 and 1998, whderdnds of FD in
Turkey has been rather mixed across the boardegatg figures
(based on the cross-sectional aggregate of thereif€es in the FD
indicators) reveal a tendency towards higher regetecentralization
and lower expenditure decentralization (see, #&a (2001))*

We next group the Turkish cities with respect te tbllowing
three criteria: (i) state of emergency (OHAL) reggdand others; (ii)
priority region& and others and, (iii) metropolitan municipalitieend
others (see Appendix 3). The following tables répbe average
values of the data used in this study across tipeseings:

Table 1 shows that while the ratio of local goveemtnspending
to central government spending is larger (relagiveinore
decentralized with regards to expenditures) in apetis than the rest
of the cities, metropols are less decentralizech wéspect to tax
revenues. One possible explanations for this observ is that
metropolitan municipalities are generally more ina@e of their
spending decisions than other regions although thkeenues mostly
consist of their share of central government reestiuPriority
regions and emergency state regions show fp®site result: their

2 Especially for 1998, the sign test shows thatettie a significant negative correlation

between tax and expenditure decentralization. Regale correlation test statistics
also indicate a negative significant relationshigtween the measures of tax and
expenditure decentralization (results are avail&iole the author upon request).

The most notable differences with respect to rveenue decentralization measure
between years 1998 and 1995 is observed in Bitligudm andSirnak with the
differences of 0.5, 0.3 and -0.4, respectively. WVitespect to expenditure
decentralization, highest differences betweenweeytears are observed in Bursa with
0,2 and in Ankara, Zonguldak and Aksaray with i@.2ach case.

“OHAL” is an extraordinary categorization due toghly destabilizing political
developments in certain regions. Diyarbakir, Hakkannceli, Siirt, Sirnak and Van
are listed as OHAL regions.

“Priority regions” constitute a third categorymvinces that are not in the categories
of “developed” and “normal”, and are subject to dpkedevelopment assistance. The
number of cities in this category was 39 as of 200 list, however, can be changed
by the Higher Planning Council. The “normal” catdgation encompasses the non-
priority and non-developed cities, and consistaotities.

There are 14 big-city municipalities, of whichare in the “developed” category:
Adana, Ankara, Antalya, Bursa, Istanbul, Izmir arat&eli.

On the other hand, since the accounting methodseé enabled debt to be counted as
deductions from the share of central governmergrregs, big cities that often finance
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Table 1
Measures of Decentralization (in Averages); Finanicidependenée
and; Budgetary BurdénrAcross Various Groupings of Municipalities

Decentralization measures:

ExpenditureExpenditure Tax Tax Financial Budgetary
(1995) (1998) (1995) (1998) Independence burden

1.

Metropolitan

municipalities 0.34 0.36 0.19 0.24 0.52 1.87
Other 0.23 0.21 0.31 0.34 0.51 3.6
2.

Priority

Regions 0.18 0.17 0.40 0.43 0.57 3.91
Others 0.31 0.30 0.19 0.21 0.50 1.49
3.

OHAL Regions  0.10 0.08 0.53 0.47 0.50 10.94
Others 0.27 0.25 0.29 0.31 0.51 2.68

expenditures are less decentralized but tax regemppear more

decentralized as compared to the rest of the cpuBtraph 1 (at the

end of the document) also shows the decentralizatieasures across
various regions of Turkey.

While none of the groupings show a marked diffeeemgth
respect to “financial independence” (the ratio ofunmipal
expenditures to own revenues), there are largerafiaocies with
regards to the "budgetary burden” (the ratio oftreérgovernment
spending to central government tax revenues irvengmunicipality).
As the average budgetary burden is markedly lowemnfetropolitan
municipalities than for the other municipalitiesy abservation also
made in Heper (1987), priority and OHAL regionswhouch larger
reliance on central expenditures than the. résr emergency state

their spending via treasury borrowing may indeedehtower appeared revenue
decentralization than what appears to be the case.

We define financial independence as the ratimonicipal spending to own revenues;
the higher the ratio, the lower is financial indegence. The data does not show much
variation across provinces regarding this variable.

We define "budgetary burden" as the ratio of @rgovernment spending to central
government tax revenues in a given municipalitg Higher the ratio the greater is
budgetary burden.
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Graph 1
Measures of Decentralization in Turkey: Compariragivus Regions
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regions the reasons for this mainly comes fromdadggrees of
political instability, whereas for priority regiorte main reason for
relatively greater budgetary burden is the gred¢eelopmental needs
than the rest of the country. We also observe Biag6l, Hakkari,
Siirt and Tunceli have the largest budgetary burderong all, with
central expenditures being more than ten-fold oftre¢ government
revenues obtained in the respective municipalitiestact, only 10
cities provide more revenues to the centre thay theeive from the
centre in the form of expenditures. The rankinghafse cities (from
the least to the highest burden) fizmit, istanbul, Zonguldakizmir,
Bursa, Mersin, Tekirdg Yalova, Hatay and Ankara.

Table 2 reports the vyearly averages of some of the
macroeconomic indicators of interest (in const@871prices) across
the various groupings. The table shows that, ext@pagricultural
value added, metropols have, not surprisingly, tgreaverage values
of all the indicators reported above. Priority meg have larger
central expenditures, public investment expendstumad personnel
spending than the rest, while they show smallewesivith respect to
all the other indicators. In emergency state regioonly central
expenditures and personnel spending are, on aveyeggger than the
rest of the country, whereas the values of all othdicators are, on
average, smaller than the rest.

Table 3 reports the average volatifityin some of the
macroeconomic indicators across the various mualitypgroupings.
According to the table, revenues are more volatilenetropols, but
less volatile in priority and emergency regions nthathers;
expenditures (of total, investment and personn&dgmaies), on the
other hand, are more volatile in priority and enegigy regions than
the rest of the regions.

Finally, Table 4 shows that there are no majordéhces across
the various regions with respect to the socio-ecoaoindicators
except for health and education indicators: heattticators are
markedly worse in both OHAL and priority regionsdaaducation
indicator is worse the OHAL regions than the réghe country. This
picture is certainly consistent with the conjectiin@t precipitates
security spending in those regions.

5. Empirical evidence

*2 Volatility (standard deviation) for each municiixals calculated and later averaged for
a given grouping.



In this section, we use econometric modeling toestigate the
relationship between FD and the variables of irstetleat range from
macroeconomic performance indicators andir thvolatilities to



Table 4
Socio-Economic Indicators Across Various Groupiofjs
Municipalities®:

Per capita  Per capita Ratio of
income income share incomes of People Student
share of top of bottom 20% the top 20% per per
20% of the of the to bottom doctor teacher
population  population 20%
1.
Big-city
municipalities 5.48 0.74 7.28 1022.984.42
Other 5.78 0.97 7.03 1759.522.69
2.
Priority
Regions 5.00 1.08 6.88 2046.283.84
Others 5.69 0.71 7.32 1217.322.25
3.
OHAL
Regions 3.40 0.82 6.00 2651.180.04
Others 5.66 0.79 7.30 1537.982.44

income distribution. Data used in this study is serosectional,
consisting of 67 to 79 observations based on dadadility.** Since
the FD indicators are only available for 1995 a®@8, we perform
the estimation separately for those two years,tans perform a kind
of robustness test of the findings.

Our empirical analysis is based on the Ordinaryst.&quares
technique with robust errors. In estimating thealales of interest, in
addition to the FD indicators, we also control thee level of GDP per
capita (except for the case this variable itselfthe dependent
variable) as well as the dummy variables for emaryestate regions
(D1), priority regions (D2) and metropolitan citié33)*. In addition,

% Since public spending on health and educatiorbatl central in Turkey, the rest of

our empirical analysis does not involve these \dem

Data used in this study has been originally céedpby Zafer Akin, who was then a
Masters Student at Bilkent University, Ankara.

Falay et al (1996) indicate the various ways big-city munidifies’ budgetary
practices differ from the others.
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in all estimations we control for the degree to ebhimunicipal
spending is met by own revenues, which we call atitial
independence”. By doing this, we try to single ol effect of
decentralization, that is how large are total mipaic expenditures
(and revenues) in a city as compared to those ef déntral
government, given the level of its financial indegence. The
following equation is the general representatiorthef model that we
estimate:

Yi=ad +[3 FD,t+61 D1+62D2+63 D3 +VGDP|+(|)F|| + &

where Y stands for each of the variables of intaremntioned above; i
stands for province or city i (i = 1....79); FD ighar the expenditure
or tax decentralization, measured as the shareotaf municipal
spending in total government spending or tax regsnwhich are
available for the years 1995 and 1998 only. D'stlaeedummies that
take the value of 1 if a province falls into théegpries of emergency
or priority regions or a metropolitan, respectiveind zero otherwise.
GDP is per capita income in a given proviicand Fl stands for
financial independence.is the error term for each i and accounts for
the part of Y that is not explained by the varigbile the model. All
data are in averages of the period 1990-1997,aihgelst, depending
on data availability.

We next discuss the main results of the estimadiohe above
model that are reported in Appendix 4. In doing tiwe only focus on
those results that are robust across both years whieh the FD
indicators are available. The results have neviedkdo be taken with
the caution that they do not indicate any directdrcausality, but
rather inform about the nature of associations betwthe variables
under consideration. All the numbers reported inpé&mix 4 are
partial coefficients of the respective measure&Df and because of
the large number of regressions, goodness of fithefregression is
not reported for each ca%e.

The OLS estimation yields the following findingsathindicate
greater fiscal decentralization are associated Ww#tter outcomes:
controlling for dummies D1, D2, D3, the level o€Eame and financial
independence, both per capita output level andrdwith rate appear
to be higher the greater is expenditure decenatiz. Personnel

% Gross Domestic Product by Statistical Regions, ou€entral Bank of the Turkish
Republic.

% 60 regressions, to be exact, for 15 dependernablas for 2 types of FD over 2
different years: 15*2*2.



expenditures (per capita), on the other hand, agatively related
with expenditure decentralization. Moreover, thdatibty in both

central expenditures and private investment spefidappear to be
lower the greater is expenditure decentralizatidhese are all
indicative of greater efficiency being associatedhwexpenditure
decentralization. Interestingly, however, findingisow that neither
public nor private investment does not appear torddated with
expenditure decentralization, possibly indicatigatt FD has not
contributed to the realization of an investmentbding environment
in Turkey during the 1990s.

Furthermore, while tax decentralization is sigrfidy and
positively associated with agricultural value addiéds significantly
and negatively associated with the volatility @frtsfers by the centre.
That income distribution and fiscal decentralizatao not exhibit a
significant relationship is an evidence against Hypothesis that
increasing the authority of local governments cowelxclusively
benefit those that are either closer to the loahiaistration or
powerful interest groups.

In contrast to these findings, we also observe viditility in
per capita income (measured by the standard deniatrer the 1990-
97 period, where available) is higher, the gredter expenditure
decentralization. The interpretation of this firglilnowever, is rather
straightforward since municipal spending constguge part of local
income generation and hence the volatility in thenfer would affect
the volatility in the latter. Why government sperglis more volatile
when decentralized, on the other hand, alludebdovérious possible
disadvantages of local governments vis a vis timérakegovernment,
such as lack of economies of scale, limited revesoerces and
problems with local administrative capacity. Thesetvation of
higher income volatility thus calls for institutiahand administrative
reforms geared to increase the efficiency of lgmlernmental units.
Notwithstanding this observation, fiscal decengation generally
appears to be associated with favorable macroedenmmcomes for
the Turkish economy.

Though, for the purposes clarity, we do not repo\ppendix
4, in what follows we discuss the association & trariables of
interest with the various control variables that melude in our
model, namely, the dummies for three types of megjiger capita

% One should note, however, that the level of r’eifublic nor private investment is
significantly related with the degree of fiscal detralization.



output and the level of financial independence sraunicipalities’
To do so, we statistically test whether each ofdbefficients:3's, &
andgare significant in estimating the model.

Regardless of the degree of decentralization, ipricegions and
the size of the city, the following variables amgngicantly® larger in
OHAL regionsthan in the rest: per capita expenditures madébéy
central government; volatility of central governrhesxpenditures;
volatility of tax revenues and; per capita persoespenditures by the
central government. In contrast, the following oalors are
significantly lower in OHAL regions than in othensal per capita
income; the income share of the bottom 20% of patmn, indicating
higher income inequality; and private investmenpenditures per
capita*

Our regression analysis indicate that, for a gidegree of fiscal
decentralization and regardless of whether a mpality falls into
OHAL region or not, the following variables gendyalare
significantly highef in priority regions than in others: public
investment expenditures; central expenditures awaasters; and
volatility in investment. By contrast, the follovgnindicators are
significantly lower in priority regions than in @ts: real per capita
agricultural value added and real per capita income

Econometric analysis reveals that, regardless efdigree of
decentralization, OHAL and priority regions, thdldwing variables
are significantly larger imetropolsthan in the rest: public investment
expenditures per capita; per capita expenditurestax revenues (of
both the central government and the municipaliteasdl; per capita
income growth in real terms. Against these favaratibservations,
however, investment volatility and personnel extemds are
significantly higher in metropolitan municipaliti@s compared to the
others.

In addition, empirical analysis reveals that, givee level of
fiscal decentralization, financial independence atidof the three
identified regions, the following variables arersfgantly positively
related with thdevel of per capita incomm municipalities: income
inequality and private investment expenditures; mapita tax

3 These regression results are available formukieoa upon request.

40" More specifically, we mean statistical significarat conventional levels -- in majority
of the 4 separate regressions: using two fiscatmtealization indicators for both 1995
and 1998.

1 Many of these points can also be observed in Fabte 4.

“2 statistically significant at conventional levelsconfidence.



revenues and per capita expenditures both by th&ecand by the
municipalities. In contrast, volatility of outpuih@ expenditures is
negatively related with the average level of pepiteaincome in
municipalities. Controlling for all the other vabias, we also observe
that financial independencdthe higher the FI, the lower is the
capacity to finance local expenditures by local nsg¢as consistentt
and positively related with real agricultural valadded per capita.
One possible interpretation of this is that runadvinces provide less
means for local revenue generation and thereferéeas self-financed
than industrial regions.

Finally, we added another control variable to theve model:
the logarithm of the population (logpop) of eadly,dio control for the
possible size effects on each of the variableshastid in Appendix 4.
While the findings with regards to the effects @ Bnd RD remain
virtually the same in this revised model, logpogeit also appears
robustly (consistently across the two years) sigaift in explaining
two variables: agricultural value added and incodistribution.
Keeping all other effects constant, logpop appewmrshave a
significant negative relationship with agricultursdlue added; and,
interestingly, a significant positive relationshifith income equality,
indicating that more populated areas have more lequ@ome
distribution than others.

In conclusion, the empirical analysis in this papareals rather
robust evidence regarding the association of deaedtion in
Turkey with favorable socio-economic circumstanassytrolling for
other variables that may also affect these outcoMese specifically,
on the positive side, we mainly observe that bbéhlével and growth
of income is positively related with expenditurecesetralization,
while central government expenditures and per aapitivate
investment volatility are negatively related withindeed, indications
of observations that support decentralization abseoved mainly
regarding the expenditure aspect of FD.

6. Conclusions

This study looks at the provincial data across @&wrko
investigate the relationship between the extergxpienditure and tax
decentralization and various socio-economic indisat namely
investment and output; agricultural value addegell@nd volatility in
output and investment and income distribution. Tihdings in the

4 That is, across all definitions of fiscal deceliagion.



paper suggest that while observations in favoragfdecentralization
is relatively scant, evidence on associations ofpeeriture
decentralization with favorable outcomes is ratiodust in Turkey.

More specifically, the evidence indicate that exgirme
decentralization is favorably associated with b level and rate of
growth of output; personnel spending and; the utain both central
expenditures and private investment. That outplatiity is higher
the higher is expenditure decentralization, howewtludes to the
important role of local institutional and admingive reforms to
reinforce the benefits of fiscal decentralization. that sense, the
emerging policy implication for Turkey parallels ethexisting
literature: mechanisms to ensure improved admatise structures,
transparency and accountability help bolster theebts of fiscal
decentralization in the form of improved social aerdonomic
outcomes.The observation that tax decentralization is negéti
associated with the volatility of transfers alsdigate the importance
of revenue decentralization, even though this pbias$ lacked the
emphasis in Turkey in its recent reform attempt wespect to fiscal
decentralization.

This paper indeed aims to stir debate on the palctispects of
the various empirical findings reported above byraating the
comments of the experts in the field and thus totrdoute to the
discussion on the merits as well as the appropdategn of fiscal
decentralization in Turkey. Availability of furthelata is expected to
expand the findings of the current paper in varidusensions. To
mention a few, current efforts to provide measuwesnunicipality
performance; and the observation on the directibohange in the
variables studied here after the recent publicosaefform initiatives
will certainly constitute valuable information tacorporate into the
extension of this study.
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Appendix 1
Variables and Their Sources.

Variable: _Source:

Gross Domestic Product SIS
Central Government Tax Revenue GDPA
Consolidated Budget Revenue of Central Government PAD
Consolidated Budget Expenditure of Central Government GDPA
Consolidated Budget Expenditure of Central Governrfar®ersonnel GDPA
Consolidated Budget Expenditure of Central Governrf@minvestment GDPA
Consolidated Budget Expenditure of Central Governrfa@niransfer GDPA
Municipal Tax Revenue SIS
Consolidated Budget Expenditure of Municipalities SIS
Public Investment Expenditure SPO
Private Sector Investment Incentives SPO
Total Agricultural Production SPO
Number of Taxpayers SPO
Total Number of Households SIS
Total Income of the Top % 20 Households SIS
Total Income of the Bottom % 20 Households SIS
Ratio of the Number of Students to the Number oichess SPO
Number of People Per Doctor SPO

Notes 1. Data is compiled by Zafer Akin (see Akin, 2001
2. SIS stands for the State Institute of StatistBIBPA is General Directorate of
Public Accounts and; SPO is State Planning Orgtiniza















Appendix 3
State of Emergency Regions (OHAL), Priority Regi@k®Y) and
Metropolitan Municipalities (MM)

OHAL KOY M

Adana
Adiyaman
Afyon

Agr
Amasya
Ankara
Antalya
Artvin
Aydin
Balikesir
Bilecik
Bingdl
Bitlis

Bolu
Burdur
Bursa
Canakkale
Cankir
Corum
Denizli
Diyarbakir
Edirne
Elazg
Erzincan
Erzurum
Eskisehir
Gaziantep
Giresun
Gumishane
Hakkari
Hatay
Isparta
icel
Istanbul
Izmir

Kars
Kastamonu
Kayseri
Kirklareli
Kirsehir
Kocaeli
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Appendix 3 (continued) OHAL KOY

<

Konya 0
Kitahya
Malatya
Manisa
K.Maras
Mardin
Mugla
Mus
Newehir
Nigde
Ordu
Rize
Sakarya
Samsun
Siirt
Sinop
Sivas
Tekirdas
Tokat
Trabzon
Tunceli
Urfa
Usak
Van
Yozgat
Zonguldak
Aksaray
Bayburt
Karaman
Kirikkale
Batman
Sirnak
Bartin
Ardahan
lgdir
Yalova
Karabiik
Kilis
Osmaniye
Dlzce
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Note The information is both for 1995 and 1998.



Appendix 4

Results of the OLS Estimation (with Robust Errard & Logs)

Dependent Variables
Macroeoconomic Variables

Explanatory Variablé$
Expenditure
Decentralization Tax Decentralization

(1995)  (1998)  (1995)  (1998)

Growth in GDP
per capita

GDP per capita

Public investment
per capita

Private investment
per capita

Agricultural value
added per capita

Personnel expenditures

Per capita

Income distribution:

Income share of bottom
20% of the population

0.05*  0.06**  -0.002  -0.06***
(255)  (2.73) (-0.07) (-2.46)

0.08%*  0.12%*  -0.09%* -0.04
(2.88)  (3.74) (-3.36) (-1.50)

-0.46 -0.05 0.02 -0.05
(-0.82)  (-0.83) (0.29) (-1.13)
0.01 0.05 0.004 -0.07*
(0.2) (0.62) (0.09) (-1.80)

0.11%*  -0.08  0.06%*  0.41*
(-2.26)  (-1.43) (2.67) (2.38)

-0.12%-0.12%*  -0.02 -0.02
(-5.70)  (-3.50)  (-1.17) (-1.61)

-0.54*  -0.36 -1.58* 0.32
(-1.79)  (-1.45)  (-2.02) (0.38

“ The explanatory variables in each regression iaidade D1, D2, D3, GDP per capita
(except for the regression that takes GDP per &agstthe dependent variable) and
financial independence. However, while we discuss tesults of these control
variables in Section 5, for purposes of claritydeenot report them in this table.



Appendix 4 (continued)

Explanatory Variables
Expenditure

Decentralization Tax Decentralization

Dependent Variables (1995) (1998) (1995) (1998)
Volatility Indicatorg®
(standard deviations of
GDP shares of)
GDP per capita 0.06** 0.06* -0.04 -0.04
(2.16) (1.93) (-1.25) (-1.45)
Central expenditures -0.03***  -0.04*** -0.001 -@0
per capita (-5.18) (-3.18) (-0.19) (-0.02)
Transfers per capita -0.001 -0.002 -0.004*** -0.603
(-0.89) (-1.17) (-2.67) (-2.68)
Central govt. tax 0.04 0.08 -0.01 -0.01**
revenues per capita (1.16) (1.37) (-1.12) (-2.13)
Central govt. 0.04 0.08 -0.01 -0.01**
revenues per capita (1.18) (1.36) (-1.13) (-R.19
Investment -0.03***  -0.04*** -0.01 -0.00
expenditure per capita (-5.09) (-5.11) (-0.96) .99)
Public investment 0.002 0.01 0.02 -0.004
per capita (0.14) (0.67) (0.99) (-0.33)
Private investment -0.17 0.01 -0.08 -0.14**
incentives per capita (-0.78) (0.112) (-0.78) (-2.00

Note: The values reported are the estimated coefficiehthe corresponding variables.
The numbers reported in parentheses are the s$titati* indicates that the coefficient
value is significant at 10% level; ** indicates thithe coefficient value is significant at
10% level; and *** indicates that the coefficierdtlue is significant at 10% level.

45 Volatility is measured as standard deviation aber data available mostly for 1990 -
1997. All variables are initially in percentagesGiDP.



Ozet

Turkiye'de mali yerellgme ve sosyo-ekonomik olgular: Ampirik bir
argtirma

Bu calsma Turkiye’de mali yerellgnenin durumunu ve sosyo-ekonomik olgularla
iliskisini incelemektedir. Kuramsal literatir mali ykesmenin faydalari konusunda bir
kesinlik ortaya koyamazken, uluslararasi bulguar bu belirsizigi, mali yerellgmenin
faydalarini elde etmekte yonetsel ve siyasal ymreknin 6nemini ©6ne c¢ikararak
deteklemektedir.

Bu makaledeki ampirik bulgularsa, Tirkiye'de makrellemenin genillikle sosyo-
ekonomik olgularla musbet bir gkisi olduzunu desteklemektedir. Mali yerejhaenin,
Uretimin duzeyi ve buylume orani ile pozitif yonlii #i ski, ve personel harcamalari ve merkezi
hukimet ve 06zel yatinmlarin gigkenligi ile de negatif yonlu ikkiler sergiledgi
gorulmektedir. Dger taraftan, harcamalardaki yerefteenin tretimdeki déskenlik ile pozitif
yonlu bir iliski icinde olmasi ise, yerel yonetimlerdeffaflik ve hesap verebilige dair
gelismelerin, mali yerellgmenin faydalarini ortaya c¢ikarmak icin gerekli gidna karet
etmektedir.






Table 2

Macroeconomic Indicators (in Per Capita Terms, am&ant 1987 Prices): Averages Across
Various Groupings of Municipalities

Real re\-/rgri(ues Tax Central Municipal Public . Private Agricultural Personel
GDP c(:):; rFlrt]gr rrneuvneigilé)easlit())/f expenditures expenditures investment '{;]\é%sr;[{ir\‘/%gt value added spending
1. Big-city municipalities 1774139123166 11443 91481 23037 13141 82556 167642 53828
Other 1166729 26156 5338 61838 10616 11361 51291 236396 43107
2. Priority Regions 904347 17842 5067 69241 9659 12524 28492 203698 46817
Others 1638535 69555 7780 65641 15958 11069 81824 241547 43772
3.0HAL Regions 567835 11899 5110 123319 10289 10872 8922 162144 962883
Others 1306687 42643 5743 53021 11632 12544 61673 226506 38350
Table 3
Volatility (Standard Deviation) in Various Macroewmic Indicators Across Various
Groupings of Municipalities
Central Public
Growth rate Tax Central Personnel Investment Transfers .
of GDP per Revenues as "SYGAYSS Expenditures spending as as % of  as % of m;gso}m(%nt
capita % of GDP o as % of GDP % of GDP GDP GDP o
GDP GDP
1.Big-city municipalities 0.07 2.09 2.15 2.07 1.02 1.13 0.29 0.63
Other 0.08 0.73 0.75 2.39 1.61 0.76 0.35 1.74
2. Priority Regions 0.09 0.65 0.67 3.13 2.05 1.07 0.43 2.23
Others 0.07 1.30 1.34 1.58 0.99 0.60 0.25 0.88
3. OHAL Regions 0.10 0.55 0.58 5.42 3.67 1.50 0.70 2.12
Others 0.08 1.02 1.05 2.07 1.32 0.77 0.31 1.48




Appendix 2
Rankings of Municipalities with Respect to FourdalkDecentralization Measures

Tax Tax Expenditure Expenditure
decentralization decentralization decentralization decentralization

(1995) (1998) (1995) (1998)
Gumishane 0.98 Kilis 1.23 Kocaeli 0.67 Kocaeli 0.81
Tunceli 0.77 Gumghane 0.95 Zonguldak 0.60 Bursa 0.55
Mardin 0.76 Bitlis 0.94 Istanbul 0.58 Istanbul 0.55
Erzincan 0.71 Erzincan 0.76 Icel 0.52 Icel 0.44
Mus 0.63 Diyarbakir 0.68 Neehir 0.47 Izmir 0.42
Urfa 0.58 Bayburt 0.64 Aksaray 0.46 Adana 0.42
Diyarbakir 0.56 Ml 0.63 Gaziantep 0.43 Afyon 0.41
Sirnak 0.56 Siirt 0.62 Ordu 0.40 Nehir 0.40
Siirt 0.50 Tunceli 0.61 Karaman 0.38 Antalya 4.
Aksaray 0.48 Erzurum 0.54 Corum 0.37 Konya 0.40
Hakkari 0.48 Mardin 0.53 Tokat 0.36 Gaziantep .360
Bitlis 0.47 Bingdl 0.52 [zmir 0.36 Zonguldak 0.35
Tokat 0.46 Tokat 0.50 Afyon 0.36 Ordu 0.35
Cankirl 0.45 Adiyaman 0.48 Aydin 0.36 Yalova 340.
lgdir 0.42 Cankiri 0.45 Mila 0.36 Karaman 0.34
Bayburt 0.42 Afyon 0.41 Sakarya 0.36 A 0.32
Yozgat 0.40 Ordu 0.39 Kitahya 0.36 Manisa 0.32
Ardahan 0.39 Konya 0.39 Manisa 0.35 Tokat 0.32




Appendix 2 (continued)

Tax Tax Expenditure Expenditure
decentralization decentralization decentralization decentralization
(1995) (1998) (1995) (1998)
Ordu 0.37 Neyehir 0.38 Hatay 0.34 Kirikkale 0.31
Bingol 0.36 Batman 0.38 Guntiane 0.33 Denizli 0.30
Afyon 0.36 Hakkari 0.38 Antalya 0.32 Tekigda 0.30
Newehir 0.34 Karaman 0.37 Ankara 0.32 Aksaray 0.29
Sinop 0.33 Urfa 0.37 Rize 0.32 kehir 0.29
Karaman 0.33 Kars 0.36 Yozgat 0.32 sakl 0.29
Van 0.31 Yozgat 0.35 Bursa 0.32 Kayseri 0.29
Kars 0.31 Kigehir 0.35 Ngde 0.31 Sakarya 0.28
Konya 0.31 Corum 0.33 Adana 0.31 Kitahya 0.28
Kirsehir 0.31 Amasya 0.33 Kirikkale 0.31 Glynéine 0.27
Adiyaman 0.31 Nide 0.33 Konya 0.28 Karabik 0.27
Corum 0.30 Sinop 0.32 Denizli 0.28 Corum 0.26
Erzurum 0.28 Karabik 0.32 Kehir 0.28 Erzincan 0.26
Batman 0.28 Malatya 0.31 shk 0.28 Yozgat 0.26
Agri 0.28 Van 0.31 Erzincan 0.25 ade 0.26
Gaziantep 0.27 Gaziantep 0.29 K.Mara 0.25 Cankirn 0.25
Nigde 0.26 Giresun 0.29 Cankir 0.25 Hatay 0.25
Sivas 0.26 K.Mara 0.29 Bolu 0.24 Kirklareli 0.25
Elazg 0.26 Isparta 0.29 Amasya 0.24 Isparta 0.24
Malatya 0.25 Sivas 0.27 Mardin 0.23 Rize 0.23
K.Maras 0.25 Aksaray 0.27 Isparta 0.23 Aydin 0.23




Appendix 2 (continued)

Tax Tax Expenditure Expenditure
decentralization decentralization decentralization decentralization

(1995) (1998) (1995) (1998)
Burdur 0.24 Trabzon 0.26 Giresun 0.23 Burdur 230.
Kirikkale 0.24 Sakarya 0.25 Burdur 0.23 Bayburt 0.22
Bartin 0.22 Ardahan 0.24 Sinop 0.22 Amasya 0.22
Giresun 0.22 Kayseri 0.24 Bilecik 0.22 Bolu D.2
Amasya 0.21 Burdur 0.24 Adiyaman 0.22 K.Mara 0.21
Isparta 0.21 Elag 0.23 Urfa 0.20 Kilis 0.20
Sakarya 0.20 Kirikkale 0.22 Bartin 0.19 Urfa 2.
Aydin 0.19 icel 0.22 Diyarbakir 0.19 Giresun 0.20
Adana 0.19 Al 0.22 Tekirdg 0.18 Bilecik 0.19
Usak 0.18 gdir 0.21 Kirklareli 0.18 Sinop 0.19
Antalya 0.18 Samsun 0.21 Canakkale 0.18 Camakka 0.19
Trabzon 0.18 Antalya 0.20 Bayburt 0.17 Adiyaman 0.19
Manisa 0.18 Sirnak 0.20 Samsun 0.17 Balikesir 0.19
Samsun 0.17 Adana 0.19 Balikesir 0.17 Mardin 180.
Canakkale 0.17 Aydin 0.19 Artvin 0.16 Malatya A0
Artvin 0.17 Kastamonu 0.19 Eskhir 0.15 Diyarbakir 0.17
Mugla 0.16 Uak 0.19 Sivas 0.15 Samsun 0.16
Kastamonu 0.16 Kitahya 0.18 Batman 0.15 Bitlis 0.15
Hatay 0.15 Denizli 0.18 Malatya 0.14 Sivas 0.15
Bilecik 0.14 Manisa 0.18 Mu 0.14 Eskjehir 0.14
Denizli 0.14 Mgla 0.17 Trabzon 0.13 Edirne 0.14




Appendix 2 (continued)

Tax Tax Expenditure Expenditure
decentralization decentralization decentralization decentralization
(1995) (1998) (1995) (1998)
Bolu 0.14 Bartin 0.17 Edirne 0.12 Trabzon 0.14
Rize 0.14 Bolu 0.17 gtir 0.12 Ankara 0.14
Eskisehir 0.13 Hatay 0.17 Tunceli 0.11 Erzurum 0.14
Icel 0.12 Canakkale 0.17 Erzurum 0.11 Bartin 0.13
Zonguldak 0.12 Yalova 0.16 Bitlis 0.10 Mu 0.13
Kitahya 0.11 Eskehir 0.16 Siirt 0.09 Batman 0.12
Balikesir 0.10 Bilecik 0.16 Elaz 0.09 Artvin 0.11
Kirklareli 0.10 Balikesir 0.14 Ardahan 0.09 Arhn 0.09
Bursa 0.10 Artvin 0.14 Kastamonu 0.08 Kastamonu .090
Ankara 0.09 Rize 0.13 ah 0.08 A 0.09
Istanbul 0.09 Bursa 0.13 Kars 0.08 Elaz 0.09
Izmir 0.09 [zmir 0.12 Van 0.07 Siirt 0.08
Tekirdas 0.08 Zonguldak 0.12 Bingdl 0.07 Kars 0.08
Edirne 0.07 Kirklareli 0.11 Hakkari 0.05 Turicel 0.08
Kocaeli 0.03 Edirne 0.11 Sirnak 0.05 Bingol 0.07
Tekirdgs 0.10 Van 0.07
Istanbul 0.09 gdir 0.06
Ankara 0.08 Hakkari 0.05
Kocaeli 0.03 Sirnak 0.05
Average 0.29 0.32 0.25 0.24




