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Abstract
This essay conceptualizes the capitalist state’s taxation and expenditure activities in Marx’s
circuit of capital. It also empirically shows how the net social wage has evolved in Turkey in
the period 1980–2019 and in what direction it has influenced the rate of surplus value. The
essay’s empirical findings demonstrate the utter failure of the pseudo-welfare state of Turkey to
ameliorate income distribution. Hence, the article contributes to demolishing the myth that the
Islamist party AKP, in power since 2003, is pro-poor and pro-labor, and that its fiscal policies
have been consistent with its glorified Islamic values and its self-ascribed image of an antipoverty
stance.
JEL Classification: H2, H5, I30
Keywords
empirical analysis in political economy, labor and workers, Marxist value theory, social wage,
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1. Introduction
The differences between social science and the natural sciences are a topic of frequent reflection.
An aspect that has been neglected is that academic infatuation with hype and fashion is more
common among social scientists. One of the basic concepts that we base our argument on in this
article, that of social wage, which used to denote government expenditure, in monetary form or
in kind, oriented toward the working population, was in the limelight during a certain period, but
was later shelved. In what follows, we pull the concept of social wage off the shelf where it has
been kept for quite some time and try to apply it in the form of the net social wage, to the recent
period, that between 1980 and 2019, in Turkey.
We first take up the content of the category social wage and its gradual withdrawal from circulation partially as a result of changes in academic vogue. After having assessed the relevant
literature, we redefine social wage in the form of the net social wage in the framework of the
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Figure 1. Social wage and economic crisis in English-language Books.

circuits of capital. We then explain the successive stages of the method of calculation we use and
show how the net social wage has evolved in Turkey in the period 1980–2019 and in what direction it has influenced the rate of surplus value.

2. Temporary Eclipse of a Useful Concept
There are times when a single visual is worth a thousand words. Figure 1 shows, through Google
N-Gram, the frequency at which the concept social wage was used in English-language books
between 1965 and 2008. By adding the words economic crisis to the graph, we also wished to see
whether the pair of concepts economic crisis and social wage varied in parallel fashion. Let us
immediately indicate the following tendencies: social wage, having enjoyed more frequent use
between 1975 and 1985, gradually loses its popularity over the period 1985–2017. The period
1975–1985 is one in which not only social wage but economic crisis as well is used more often.
It transpires that there is a parallel progression in the intensity of use for the two concepts.1
The period 1975–1985 was one where two controversies became prominent among Marxists:
the first was the debate on the theory of the capitalist state in which Poulantzas ([1968] 1975) and
Miliband (1969) set the tone; the other had to do with the analysis of economic crisis, becoming
more and more intense as a crisis made itself felt in advanced countries in the early 1970s
(O’Connor 1973). We see that the debate on the economic crisis had an impact on both the

1

It is also difficult to claim that the concept “social wage” has been adopted wholeheartedly and become
well-established in public finance literature in terms of academic articles and dissertations. Among doctoral
dissertations, one should note Tonak (1984), Bakker (1986), Maniatis (1992), Fazeli (2012), and Moos
(2017), all presented to the New School for Social Research. The fact that the latter two were written with
a gap of twenty and twenty-five years, respectively, from Maniatis’s dissertation shows that even this small
sample of dissertations confirms the observation we have made above. The situation is no different with
respect to academic articles: leaving aside some occasional use of the concept, after a period of rather
intense discussion from the mid-1980s to the mid-1990s (Tonak 1987; Shaikh and Tonak 1987; Miller 1989;
Freeman 1991; Sepehri and Chernomas 1992; Guerrero 1992; Tretheway 1994; Akram-Lodhi 1996), the
concept social wage is once again returning to the scene following a lull of a decade and a half (Maniatis
2012, 2014; Maniatis and Passas 2019; Moos 2019). There were two exceptions in the early 2000s: Maniatis
(2003) and Reveley (2006).
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contributions to the theory of the capitalist state in the aftermath of the Poulantzas-Miliband
debate and the context and content of the concept social wage to a great extent (let it be said in
passing that social wage was at times called citizen wage or citizen income).
In the 1970s, one of the very first works that pointed to a relationship between the analysis of
the crisis and social wage was Ian Gough’s book on the welfare state (Gough 1979: 116).
Referring to the debates on crisis in the 1970s, Gough recently restated the link explicitly by saying, “there was background agreement that rising real wages and rising welfare provision (the
‘social wage’) was reducing the share and rate of profit and thus the dynamism and growth rates
of Western capitalism” (2016: 27–47). The claim is clear: there was a general agreement on the
relationship between a gradual rise in the social wage as well as that in real wages and the crisis
of capitalism.
Sam Bowles and Herb Gintis also adopt Gough’s definition of social wage and his approach
to the question, albeit in a somewhat modified and expanded form, partially taking into consideration taxes as well. In their Politics and Society article, Bowles and Gintis (1982a) attribute the
increase in the social wage (or the citizen wage) to rising unemployment and the decline in wage
revenue.2 They also point out that the very increase in the social wage has a negative impact on
the wage rate and the asymmetrical struggle over the labor process. On the one hand, the authors
admit that the items of public expenditure that form the social wage, in other words a series of
social assistance programs, are the result, in the sphere of distribution, of the class struggle
waged for long years. On the other hand, they claim that as a result of the institutionalization of
the social wage, class struggle has become domesticated, the process of capital accumulation
altered, and capital’s room for maneuver narrowed down. The establishment of the social wage
per se and its gradual increase led to redistribution of the value added, increasing the share of the
working population and reducing the share of capital (Bowles and Gintis 1982a: 51–93). That is
why Bowles and Gintis regard the practice of the social wage as congenitally restrictive for capital or, in other words, as fiscal policy that is inimical to capital.
This brief recapitulation of the writings of Gough and those of Bowles and Gintis makes it
possible to draw the following conclusions:
The practice of the social wage:
■ transports class struggle between labor and capital to the sphere of labor vs. the state;
■ is pro-labor, that is, a high net social wage reduces profits (and the profit rate), thereby
leading to a mitigation of class income inequality;
■ slows down capital accumulation (engenders crisis) and narrows down the room for
maneuver on the part of capital; and
■ is thus overall anticapital and pro-labor.
Despite agreeing with the first conclusion, we think that the other three conclusions cannot be
reached just by monitoring the social wage (in other words, expenditures)3 and that we need to
look at the evolution of the net social wage (i.e., the net impact of expenditures and taxation).4

2
Bowles and Gintis (1982b) define the citizen wage (social wage) as follows: “Now let us define citizen
income as that part of the worker’s consumption bundle supplied not through the wage, but through the state
in the form of free or subsidized goods, social services, and insurance” (341–45).
3
See Tonak (1984) for a more detailed conceptual and empirical critique of the writings of Gough, Bowles
and Gintis.
4
See Maniatis and Pappas (2019) for a brief review of more recent literature on the social wage.
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Figure 2. Capitalist production—the “mixed economy.”

3. Circuits of Capital and the Net Social Wage
In what follows, we try to conceptualize the economic role of the capitalist state (conducted, for
our purposes in this study, mainly through taxation and public expenditure) with recourse to the
categories of the Marxist labor theory of value.5 In real life, capitalist economies do not exist in
pure form, that is, without the state taking part in production. Although the level of the participation of the state in production varies between countries, it has increased perceptibly after the
Second World War, leading to the coining of the term “mixed economy” for economies in which
the participation of the state in economic life has become significant. In figure 2, we broaden the
circuit of capital to include the public (state) sector alongside the private sector involved in production. M denotes the money capital invested; LP and MP respectively the labor power and the
means of production purchased with this money capital, P the production process, C′ the new
commodities (or commodity capital) produced in this production process, and M′ the money
value of these newly produced commodities.
The goal of capital in making new investment, be this in the private or state sectors, is to
obtain a greater amount of money than the initial investment once the commodities produced
have been sold.6 Marx defines this difference in the quantity of money appropriated as the money
form of surplus value (s). Expressing this quantity in terms of the symbols used above, this difference (s) is, by definition, obtained by subtracting the sum of MP and MS from the sales revenue
(M′) of these sectors. The sum of MP and MS also corresponds to the gross product of the “mixed
economy.”
The most important economic activity of the state outside of production and the sphere on
which this study focuses is the area of taxation, public spending, and transfers. The monetary
magnitudes that are targeted at this level of abstraction by these activities are shown in figure 3
as variable capital (v) and surplus value (s). The remaining part of the gross product (M′), constant capital (c), is the fund that is invested in order to replenish the means of production consumed in the previous period and remains untaxed.
It is an evident factual characteristic of modern capitalism that the economy is not made up
exclusively of the activity of production, that it also comprises unproductive activities (up) such
as trade or finance, and that the relative weight of these unproductive activities even increases as
5
In this study, we do not go into questions such as how Marx takes up the topic of the capitalist state, how
he planned to deal with it, how much of what he planned was completed, etc.—all of them interesting and
important questions in themselves. One source where these questions are taken up is Tonak (1984, 2012).
6
The state may attribute other functions to state enterprises, functions such as the provision of subsidized
inputs to private capital, the cheapening of labor power through the supply of inexpensive items of consumption, the creation of industry and/or employment in underdeveloped regions, the supply of goods or
transport to regions where this supply cannot be profitable by the nature of things, etc. These functions
would modify the general purpose attributed to capital investment. We do not take these into consideration
in this context.
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Figure 3. Capitalist production and the state—the “mixed economy.”

Figure 4. Capitalist productive and unproductive activities.

capitalism develops. This distinction between productive and unproductive activities, to which
the classical economists Smith and Ricardo also had recourse, was adopted by Marx as well, who
particularly stressed the impact it has on the dynamics of capital accumulation. According to
Marx, the very existence and the relative increase of unproductive activities is conditional on the
transfer of a part of the surplus value produced to those industries where unproductive activities
take place. Taking this as our point of departure and using the terminology we have advanced
above, we can say that a part of the total surplus value produced in the economy (s) is transferred
to unproductive sectors (sup) and the rest (s-sup) remains in those sectors where production is
carried out. In figure 4, we show both this sharing out of the surplus value and the modality of
use and forms of appearance of the surplus value transferred to unproductive activities.
As may be seen, the magnitude of surplus value at the beginning of the unproductive activities
is sup. The goal of this type of activity is no different from that of other capitalistic activities, the
objective being to minimize costs (cup + wup) in order to maximize profits (supπ). Naturally, the
state will tax the profits obtained through both unproductive and productive activities and incur
expenditures and transfers (subsidies etc.) in favor of both sections of capitalists. We show this
type of intervention on the part of the state in figure 5.
We show in the figure 5 that while the state taxes, on the one hand, the profits of productive
and unproductive sectors, it provides public expenditures and transfers to the same enterprises.
These practices of the state convert the nominal surplus value of unproductive companies (supπ)
to the effective surplus value (supπeff) of unproductive companies (in the sense of posttax and
transfer/spending activity) and the nominal surplus value of productive companies to the effective
surplus value of these same companies (speff). Such activities of the state oriented toward capital
have been excluded from the empirical domain of this article.

6
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Figure 5. State intervention in profits.

Figure 6. State intervention in labor income.

The state also taxes the wage and salary income of labor, alongside the profits of capital, and
carries out a variety of public expenditures and transfers oriented toward the working class. This
kind of intervention on the part of the state is shown in figure 6.
As in the case of its intervention toward capital, so in its intervention toward labor, in this case
the intervention converts the nominal wage (wup) to the effective (wupeff) wage (in the sense of
posttax and expenditure wage) and the nominal variable capital (v) to the effective variable capital (veff).
It would be in order to remind the reader that an additional goal in detailing the circuits of
capital in such a way as to include the interventions of the state in the areas both of capital and of
labor is to show clearly how taxes and expenditures or transfers have an impact on surplus value
and variable capital. For even among Marxist writers working on this topic, there is no consensus on this, and the necessity of bringing in taxes and expenditures together to assess the net
effect of the interventions is an issue that is generally neglected.7
In the empirical part of the article, we calculate the net social wage (NSW) by taking into
consideration both the expenditures/transfers benefiting the working population (B) and the taxes
paid by this same class (T) and this way answer the question whether the nominal wages and salaries thus converted are increased or not.
The last issue we would like to touch on in this section is the relationship between the net
social wage and the rate of surplus value. In empirical work, the rate of surplus value is formulated in terms of the ratio of the money form of surplus value (s) to the money form of variable
7
For instance, the comprehensive figure for the capital circuit that Harvey (2018) develops in his recent
book assumes that all taxes are paid out of surplus value and hence state expenditures are also financed
exclusively by the bourgeoisie.
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capital (v), in other words, as (s/v). This kind of calculation assumes a high level of abstraction
in which state intervention in income distribution in the form of taxation and expenditures/transfers is absent.
In this study, we can see the change effected in the rate of surplus value despite the fact that
we investigate the conversion of the nominal wages and salaries of the working population into
effective wages and salaries only and do not concern ourselves with the changing revenues of
capital as a result of state intervention. What is more, since the rate of surplus value defined at
this level of abstraction will not be affected by the distinction between productive and unproductive labor, it will vary solely in connection with the net social wage of productive labor.8 When
the net social wage is negative, the effective variable capital will be smaller than its nominal
value and the surplus value will be larger than its nominal value; hence, state intervention in the
income of productive workers through taxation and expenditures/transfers will have had the
effect of raising the rate of surplus value. One of the original contributions of this article is to
show in what direction the rate of surplus value has changed for the years we take up based on
the study by Karahanoğulları (2009).

4. Method of Calculation
In our quest to measure the net effect of the welfare state on the rate of surplus value and on labor
income, we follow the net transfer method, the conceptual framework for which was developed
by Shaikh and Tonak (1987, 1994, 2000). In their writings, Shaikh and Tonak have expressed the
impact of the welfare state on the income and living standards of labor through the concepts of
the net social wage, net transfer and net taxes. According to them, the net social wage (NSW) is
a measure and an indicator of the intervention the state makes on labor income through taxes and
public expenditure. It is measured as the difference between the net gains and benefits in kind or
in cash (B) and the amount of taxes (T) collected by the state out of wages and salaries. This
method of measurement may be summed up in the following fashion:
±NSW = B – T
In accordance with this definition, the measurement of the net social wage requires the prior
calculation of the variables on the right side of the equation. In the present article, we first calculate the public expenditure and transfers out of the expenditures of the government budget that
correspond to the share of labor. At a second stage, we determine the taxes and other payments
remitted by labor into government coffers. At a third stage, then, we place the magnitudes of the
public expenditure that falls to the share of workers, on the one hand, and taxes, on the other, in
the equation and then measure the net social wage. Before we go into the stages of the measurement in question, we would like to briefly dwell upon the class categories we have recourse to in
this article.
In Shaikh and Tonak’s writings the working class is defined simply as the “working population,” including dependent individuals within the families of the workers (Shaikh and Tonak
2000: 248). We could clarify this definition further by classifying those individuals within the
population who do not own means of production to any significant extent and who, therefore, are
compelled to sell their labor power in return for a wage or a salary in order to make a living as
the working class or the working population. Those who do not bear these characteristics will
naturally be considered to belong to other social classes. In this study, we do not investigate the
8
In other words, to see the full impact of taxation and expenditures on the rate of surplus value, the magnitude of surplus value itself should also be adjusted for state intervention relative to capital. This is an issue
that needs to be addressed in future research.
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magnitude of transfers between the state and those sections of the population that do not form a
part of the working class. The classification that we propose to use here is the one that is generally adopted in studies that measure the net social wage. It should be noted that there are some
difficulties in applying this classification to the case of Turkey. This is what we turn to next.
The first difficulty is the position of top management of corporations, who are not eligible to
be characterized as workers. Notwithstanding the fact that they receive their income in the form
of a wage or a salary, they should be seen as part of the bourgeois class (Savran 2014: 30).
However, given the methods of calculation of national income accounts at the present stage, there
are practical difficulties in sorting out the specific part to be attributed to the wages and salaries
of this section of the population. Hence, for the purposes of this study, we subsume the amount
of taxes that they pay and the benefits that they enjoy in terms of public expenditures under the
taxes and the public expenditure related to the working population on the basis of the assumption
that the overall size of this section of the population is relatively small.
The second difficulty is related to those who are self-employed, using their own labor power
to obtain an income. Small farms, small mom-and-pop enterprises in the services or commerce
industries, artisans that are self-employed, etc., in fact obtain a part of their income as what may
be considered as wage income in return for the labor expended by themselves and by members
of their family. But because in national income accounts the revenues of this section of the work
force are classified as enterprise surplus (profits), there are also difficulties in sorting out a part
of the national income that could have been treated as corresponding to wages. Thus, in what
follows, this section of the population has not been included in our calculations.
The national income account data used in the study consists of time series calculated according to two different measurement methods. The old series covers the period between 1980 and
1997, and the new series covers the period between 1998 and 2019. Aside from the disconnect
between these two series because of the change in the calculation method, the new series possibly
overestimates some of the key categories, such as GDP.9 This situation may have caused a slight
underestimation of the net social wage ratios in the period between 1998 and 2019. Despite these
shortcomings, national income accounts were used in the study because this series is the only
macroeconomic data set for the entire period on which this study focuses.10
We have made some adjustments to make government revenues and expenditures compatible
with the requirements of net social wage measurement. On the revenue side: State revenue is mostly
dispersed as tax and nontax items in a multiplicity of budgets, we aggregated the entire government
revenue within a single table. However, those revenue items within public revenues that we were
not able to relate to any of the social classes we excluded from the data set. These consist of revenue
items such as grants, aids and special revenues, interest, shares, and funds (excluding unemployment insurance fund). We also excluded from our calculations placement, rents, property, and other
income of the unemployment insurance fund, except for the premia paid by the insured.
On the expenditure side of the state budget, on the other hand, we reclassified the spending
items originally classified on the basis of administrative-economic criteria according to functional use. For the period 1980–2003, we used the reclassification procedure proposed by Öner
(1993: 250–53) and Ataç, Ataç, and Moğol (2001: 63). Moreover, we added local government
and social security spending to this reclassified consolidated expenditure to make the data set
comprehensive enough to cover all levels of state expenditures.
9

For a discussion of the problems associated with these two sets of data, see Bağımsız Sosyal Bilimciler
(2008: 78–80, box III–1).
10
As an alternative to national income account data, the Turkish Statistical Institute has Household Budget
Survey data. However, the data set in question does not cover the entire period examined in this study.
It should be noted that there are studies that use Household Budget Survey data for exploring questions
relating to poverty, income distribution, wage structure, and social classes in Turkey (Bahçe and Köse
2017). Moreover, other studies on classes investigate the relationship between public net transfers and
wages based on Social Accounting Matrices (Zanbak and Gül 2013).
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Then, for the 2004–2019 period, we reclassified those items for which we found the functional
classification inadequate. Of these reclassified spending items, the economic affairs item included
transports, fuel and energy, and general labor affairs as well. We separated out these items with
different characteristics from the economic affairs items and set each as an independent item by
itself. The other expenditure item that was reclassified is the item social security and social aid.
We separated out the benefits from the self-employed pension fund from this item. We added this
newly separated item to the item economic affairs. Finally, we added the share transferred to the
Southeast Anatolia Project and the part-time rate allowance, wage guarantee fund payments,
active workforce programs payments, and on-the-job training payments to the item economic
affairs, too.
In table 1 we treat the different items of public expenditure by breaking them down into three
groups according to the contribution they make to the income or consumption of the working
class. The first group (B1) comprises items of public expenditure that do not contribute in any
way to the income or consumption levels of the working class. Of these, general public services
(excepting interest expenses, which are included in this spending item) are expenses incurred for
the reproduction of the state apparatus. It is clear that defense spending has no effect in increasing
the living standards of the working class. Also, public order and security services are expenditures that aim at the protection of private property and class rule.
The state allocates a certain part of the revenues of the state budget to areas of immediate
interest for property owners. For instance, interest payments for government debt are a sort of
transfer payment from the budget to wealthy individuals or corporations. Alongside this, public
expenditures/transfers made under the rubric of economic affairs (in agriculture, forestry, fishing,
hunting, mining, manufacturing and construction, communications, and other industries) providing services and incentives and subsidies to firms or corporations bring direct benefits to capital
and property owners in general. Hence, we keep the item economic affairs totally outside the
domain of public expenditures that benefit the working class.
In the second group (B2), we brought together public expenditure items that benefit all. This
group comprises the items fuel and energy, transport, environmental protection, housing and community amenity, healthcare,11 recreation, culture and religious services, and education. We assume
that the working class benefits from these public services in proportion to the labor share (ls).12
The third group (B3) is made up entirely of public spending items that bring benefits or gains
to the working class. The items in this group consist of social security13 and social aid, general
labor affairs, and unemployment benefits from the Unemployment Insurance Fund.
Based on the above classification of public spending items, we can briefly formulate the calculation of public expenditures/transfers that benefit the working class in the following manner:
B = (ls × B2) + B3
The right-hand side of the equation comprises that part (ls × B2) of the socially oriented public expenditures of the state we calculate according to the labor share (ls) plus the sum total of
public expenditures/transfers we think contribute in their entirety to the reproduction of labor
power (B3).
11

From 1988 on, it included the healthcare spending of social security agencies.
We present the Labor Share (wages and salaries / personal income) coefficients we have calculated by
using the national accounts data from the Turkish Statistical Agency (2006: 708; 2020a) in the appendix.
13
According to the Shaikh and Tonak (2000: 248, 256) methodology, social security spending benefiting
war-disabled soldiers, veterans, and retired military personnel should not be included in the item social
security and social assistance. However, because of data insufficiency, we were not able to sort out said
expenditures from social security spending. It is obvious that this will result in the overstatement of public
spending that benefits the working population. However, taking into consideration the taxes (such as social
security premia and sales taxes) paid by the population section in question, we think that the general direction of the measurement we are making will not be affected.
12
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Table 1. State Taxes and Expenditures Used for Calculating the Net Social Wage in Turkey.
Public Expenditure (B)
B1

B2

B3

Labor Share

Tax Category (T)

Labor Share

General public services
Defense

0
0

Public order and security
Economic affairs

0
0

Fuel and energy
Transports
Environmental protection
Housing and community
amenity
Health
Recreation, culture, and
religious services
Education

Ls
Ls
Ls
Ls

T1
Social security premia
Unemployment insurance fund
deductions
T2
Personal income tax
Motor vehicle tax
Value added tax
Special consumption tax
Banking and insurance transaction tax
Tax on games of chance

Ls
Ls

Special communications tax
Stamp duties

Ls
Ls

Ls

Customs duties
Other taxes on international trade
Building tax

Ls
Ls
Ls

Environmental cleaning tax
Entertainment tax
Fire insurance tax
Other taxes not elsewhere
classified
Fees
Fines
Property and enterprise revenues
T3
Corporate income tax
Motor vehicle tax
Inheritance and gift taxes
Real estate tax
Land tax
Publication and advertising tax
Self-employed pension fund premia

Ls
Ls
Ls
Ls

Social security and social
assistance
General labor affairs
Unemployment benefits from
the unemployment insurance
fund  

100
100
100

100
100

Ls
Ls
Ls
Ls
Ls
Ls

Ls
Ls
Ls
0
0
0
0
0
0
0

As for tax and nontax public revenues, we take these up by dividing them into three groups
according to their connection with labor income. In the first group (T1), we brought together the
taxes paid by the working population. The taxes that come under this heading comprise two
items. The first is social security premia. The second is the unemployment insurance fund deductions. Included in both tax items is the employer’s contribution that is paid out as a part of the
wage cost.
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In the second group, we classify the tax and nontax income items (T2) paid by all sections of
the population. These include personal income tax,14 motor vehicles tax,15 value added tax,16
additional tax, motor vehicles purchase tax, special consumption tax, postal services tax, precious metal goods tax, sugar excise tax, fuel consumption tax, private transactions tax, banking
and insurance transactions tax, tax on games of chance, special communications tax, stamp
duties, customs duties, other taxes on international trade, building tax, environmental cleaning
tax, entertainment tax, fire insurance tax, local administration tax revenues,17 other taxes not
elsewhere classified, fees and fines, and property and enterprise revenues.18 We assume that the
taxes paid by the working class from among the total taxes in this group are proportional to the
labor share (ls).
In the third group (T3), we gathered the taxes paid by those outside the working class. These
taxes include corporate income tax, fiscal balance tax, interest tax, economic balance tax, building construction tax, motor vehicle tax,19 inheritance and gift tax, real estate tax, land tax, transport tax, business tax, net balance-sheet tax, property purchase tax, real estate value increase tax,
production tax, publication and advertising tax, self-employed pension fund premia.
Based on the above classification, we can formulate the taxes paid by the working class in the
following manner:
T = T1 + (ls × T2)
The totality of the taxes under (T1) above are paid by workers on the basis of wage and salary
payrolls. Further, of the taxes shown by (T2), a part (ls × T2) calculated in proportion to the labor
share (ls), is also paid by the working class.
In the last phase, we calculate the net social wage by subtracting the tax burden of the working
class from the total of public expenditures from the state budget, resulting in benefits and gains
for workers. If, as a result of this operation, the public spending from which the working class
benefits exceeds the taxes collected from this class, the net social wage is positive. If, on the other
hand, the opposite is true, then a negative net social wage comes about. While a positive net
social wage indicates a net contribution by the state to the living standard of the working population, a net negative social wage shows a net tax burden for the working class.

14

It is possible to calculate the income tax share of the working class directly on the basis of the income tax
deducted from wages and salaries income rather than with reference to the labor share coefficient. We touch
on the alternative calculation results obtained by adding the income tax deducted from wages and salaries
income below.
15
We separated the motor vehicle tax into two in accordance with the coefficient that we calculated by dividing the number of private cars with the total number of motor land vehicles. This part of the motor vehicle
tax forms the tax paid by owners of private passenger cars. For motor land vehicles, see Turkish Statistical
Agency (2020b).
16
By considering the two elements of indirect taxes, i.e., value added tax and special consumption tax,
which are partially paid by labor, we depart from the empirical framework of Shaikh and Tonak (1987,
1994, 2000).
17
For the years 1980–2005, this also includes the share local administrations received from the overall collection of general budget tax revenues.
18
Property and enterprise incomes comprise consolidated budget property and enterprise incomes for the
period 1980–2003 and general administration budget property and enterprise incomes (excepting the revenues of state economic enterprises and state banks) for the period 2004–19.
19
This comprises taxes for motor vehicles other than private cars. For the method of calculation, see note 15.
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5. Empirical findings
We present the results reached in this study in table 2 and figures 7 through 11. The conclusions
reached in table 2 and figure 7 show the magnitudes of the public expenditures that the labor
benefited from, the taxes this class paid, and the net social wage, all as a ratio of gross national
product, for the period 1980–2019. In the period in question, the average ratio of the public
expenditure benefiting the working class is 9.95 percent, and the taxes it paid 11.08 percent.20
The ratio of the net social wage to gross national product is thus on the average −1.13 percent.
The average ratios obtained show that the state has taken more from the working class in terms
of taxes than the amount of resources it has transferred to it.21 However, the fluctuations that are
observed in the benefits and taxes in the period studied led to the formation of a positive net
social wage in the years 1997, 2007, 2008, 2009, and 2010. The magnitude of the net social wage
ratio in 1997 is quite small (0.002). That is why in table 2 the labor benefit and the labor tax as a
ratio of GDP almost seem equal. The size of the net social wage in ratio to the gross national
product is only positive four other years and never even larger than 2 percent of GDP—the largest figure is +1.98 percent in 2009.
In figure 8, we also present the results we have calculated with respect to the public expenditures that benefit the working class, the taxes it has paid, and the net social wage, all as a ratio of
labor income, with the purpose of showing in what direction the state exercised an effect on labor
income. It can be seen that between 1980 and 1996, the tax burden on labor income increased
more and more. Whereas the taxes the working class paid as a ratio of labor income was 22.82
percent in 1980, in 1996 this ratio reached the level of 50.44. As for the ratio of public expenditures benefiting the working class to labor income in the same period, we see that between the
years 1980–1988, this evolved almost in linear fashion, but that it gained a new upward momentum starting from 1989 and going on until 1996. The net effect of public policy on labor income
was in the negative area between 1980 and 1996. In this period, the cumulative effect of public
expenditures and taxes on labor income varied between −1.55 and −9.83; hence, the standard of
living of workers is reduced by the state’s redistributive activities.
The year 1997 saw public expenditure that benefited the working class exceed the taxes paid
by the same class, albeit very minimally. That year the state is seen to have made a net contribution to the living standard of the working class to the level of 0.01 of labor income. Between 1998
and 2000, a certain decline is observed with respect to the benefit and tax ratios of labor. The tax
ratio reaches 50.5 of labor income in 2001, falls a couple of percentage points in 2007 and 2008,
and then resumes its rise from 2009 on. Having reached 56.82 percent in 2011, the tax ratio
declines a bit to vary between 55.96 percent and 52.47 percent between the years 2012 and 2019.
The benefit ratio for labor, on the other hand, displayed a momentum for a rise between 2000 and
2009, to reach its highest level in 2009 for the period we study, that is, 60.44 percent. It then
20
Comparatively speaking, these ratios are relatively low within the OECD, which also includes Turkey. For
example, Maniatis and Pappas (2019) indicate that for 1995–2015, within a set of nine OECD countries,
the highest average labor/benefit ratio (0.387) and the highest average labor/tax ratio (0.411) belong to
Denmark, whereas the lowest corresponding ratios within that set of countries belong to Greece, at 0.203
and 0.248, respectively. For the same period, the corresponding ratios for Turkey are 0.119 and 0.129.
However, these lower ratios for Turkey are consistent with the fact that both general government expenditures and revenues (slightly more than 30 percent of GDP) are among the lowest within the OECD.
21
The net social wage calculated through a second method, i.e., by adding the income tax deducted from
wages and salaries income to the tax share of the working class, has turned out to have much more negative
values, with positive values turning up only during the period of the 2008 economic crisis (between 2008
and 2010). Whereas the four-decade average of the net social wage ratio for the period between 1980 and
2019 presented in table 2 is −1.13 percent, the average for the net social wage ratio thus calculated for the
same period turns out to be −2.14 percent.
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Table 2. Benefits Received and Taxes Paid by Workers (as a percentage of GDP), 1980–2019.
Years
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
Average

Labor Benefit Ratio

Labor Tax Ratio

Net Social Wage Ratio

5.77
5.19
5.00
4.93
4.51
3.97
4.13
5.03
4.25
5.33
6.63
8.11
8.03
9.00
7.66
7.66
10.13
10.77
8.45
10.00
8.69
9.41
10.17
11.08
10.56
11.76
11.93
12.97
13.15
16.27
15.85
13.78
14.20
14.51
14.31
14.67
16.54
14.28
14.30
14.84
9.95

6.19
5.85
5.35
6.17
5.12
5.42
5.62
6.63
6.36
7.65
8.78
10.62
10.44
10.14
9.86
9.24
12.07
10.77
9.70
11.17
11.53
12.54
12.48
12.65
12.29
12.65
12.43
12.46
12.20
14.29
14.94
14.73
15.38
15.78
15.71
16.38
17.47
14.79
14.35
14.99
11.08

−0.42
−0.66
−0.34
−1.24
−0.61
−1.45
−1.49
−1.60
−2.12
−2.32
−2.14
−2.51
−2.42
−1.14
−2.20
−1.58
−1.94
0.00
−1.25
−1.17
−2.63
−3.13
−2.30
−1.57
−1.72
−0.89
−0.50
0.51
0.94
1.98
0.91
−0.95
−1.18
−1.26
−1.40
−1.72
−0.92
−0.51
−0.05
−0.15
−1.13

Source: Based on the calculation results presented in the appendix.

followed a falling trend between 2010 and 2019, coming down from 55.17 percent all the way to
46.91 percent in this period. Here, it must be emphasized that during the entire period 1980–
2019, fiscal policy has two different effects on labor income. The first is the net contribution the
state has made to labor income, varying between 0.01 percent and 7.36 percent of labor income.
The other is the income-reducing effect of the state for labor in a range between 0.18 percent and
12.48 percent of labor income.
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Figure 7. Benefit ratio, tax ratio, and net social wage ratio (as a percentage of GDP), 1980–2019.

Figure 8. Benefit ratio, tax ratio, and net social wage ratio (as percentage of labor income), 1980–2019.

Figure 9. The relationship between the net social wage and the growth rate in Turkey, 1980–2019.
Source: Rates of growth from the Turkish Statistical Agency (2014: 638; 2020c) data.
Note: The net social wage ratio was calculated as NSW / GDP.

In figure 9, we examine the relationship between the growth performance of the economy and
the fluctuations in the net social wage ratio (NSW as a percentage of GDP). It may be observed
that during crisis periods, the 1991 Gulf crisis, the 1994 economic crisis, the 1999 earthquake
crisis, and the 2001 economic crisis, the net social wage declines further in the negative zone. It
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Figure 10. The net social wage and the rate of unemployment, 2002–2019.

Source: Unemployment rates for 2002–2019 from the Turkish Statistical Agency (2020d) data.

Figure 11. The impact of the net social wage on the rate of surplus value in Turkey, 1988–2006.

Source: The data for variable capital (v) and surplus value (s) have been taken from Karahanoğulları (2009: 174, table
11).
Note: Rate of surplus value = surplus value (s) / variable capital (v); post-NSW rate of surplus value = surplus value
(s) / [variable capital (v) + net social wage (NSW)].

is observed that during the years in question, as a result of austerity policies, the state cuts public
spending oriented toward the working population, but because the taxes collected from labor
income is sustained as before, the working class foots the bill in economic crises. However, in the
period of slowdown in 2017–2019, while the state turned down public expenditures benefiting
the working population, spending in general also declined as a result of the rise in unemployment
and the decline in revenues so that the taxes paid by the working population also came down. As
a result, the scissors between the public expenditures benefiting the working class and the taxes
that the latter pays displayed a tendency to close and the net social wage ended up varying
between −0.05 and −0.51. On the other hand, as opposed to the crisis episodes taken up above, it
is to be noted that in the years 2008–2009, while the rate of growth declines, the net social wage
increases in the positive zone. The impact of the expansionary fiscal policy pursued in 2008–
2009 and the unemployment benefit payments were instrumental in the emergence of this result.
In figure 10, we examine the relationship between unemployment and the net social wage. It
is to be expected that the net social wage increase as unemployment rises. In advanced capitalist
countries, automatic stabilizers such as unemployment benefit payments provided by the welfare
state as well as deliberate policy choices of social assistance, cash or in kind, increase the transfers to the working class. On the other hand, a reduction in taxes collected from labor income is
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regarded as normal as a result of the decline in employment. However, 2002 on there is an
observable connection between increase in net social wage and rising unemployment. This shows
that in Turkey, the state, rather than increasing public expenditure or transfers benefiting the
working class, behaves in such fashion as to increase the tax burden on this class even in times
of economic crisis when unemployment is on the rise, with the net result of laying the cost of the
crisis on the shoulders of the working class.
In figure 11, using the surplus value (s) and variable capital (v) data calculated by
Karahanoğulları (2009) for the period 1988–2006, we examine the effects of the net social wage
on the rate of surplus value. As we have already mentioned, positive values for the net social
wage would imply a drop in the rate of surplus value while negative values for it would mean a
rise in the said rate. In other words, since a positive net social wage would change the partition
of the value added (s + v) in favor of the working class, the fall in the rate of surplus value that
would come about as a result would reflect this change. However, because a negative net social
wage (net taxes) would decrease the monetary amount of the variable capital by the magnitude
of the “net taxes,” the division of the product will be to the disadvantage of the working class and
the rate of surplus value will rise. Since the positive value attained by the net social wage in 1997
is quite a low sum, there was no sizeable drop in the rate of surplus value. In figure 11, it may be
seen that the rate of surplus value is lower for the years 1988–1996 because of the magnitude of
the net social wage and displays a more variegated evolution for the years 1998–2006. Hence, it
transpires that for the period under discussion in Turkey, the intervention that the state has made
with respect to the partition of the value added between the capitalists and productive workers is
in favor of the capitalists and the state itself.
Reviewing the individual expenditure and tax items reveals the choices the state has made
vis-à-vis various social classes. During the period investigated, the state allocated approximately
30 percent of total revenues to the working people. The rest of the revenues are either directly/
indirectly allocated to capitalists or absorbed by the state itself. However, notable changes are
observed in the shares social classes receive out of public expenditures throughout the period
under review. For example, while 23 percent of state expenditures consisted of items that benefit
the working population in 1980, this rate increased to 44 percent in 2019. On the other hand,
while 77 percent of the expenditures were allocated to the capitalists (or absorbed by the state) in
1980, that share decreased to 56 percent in 2019. Based on these figures, it can be said that while
the share of public expenditures that are of benefit to the working population in Turkey has
increased, the share of the rest (including that of the state) has accordingly decreased. However,
two issues need to be considered before reaching a definite conclusion.
The first issue is that of population growth in Turkey during the period under review. The fact
that population growth is higher than the increase in public expenditures reduces the share of
public expenditure per capita. So, the extent of the rise in public expenditures is somewhat exaggerated. Put differently, the increase in the share of public expenditures benefiting the working
population lags behind population growth. This in itself shows that the amount of public expenditure per worker has not increased; on the contrary, it has decreased.
The second issue is related to the classification of public expenditure items. In Turkey, the
government has given guarantees such as rental revenue, number of patients, number of vehicles,
number of passengers for facilities such as hospitals, highways, bridges, tunnels, and airports,
which private companies have built and thereafter operate for a certain period, within the scope
of public-private partnership (PPP). During the year, payments are made to the relevant companies from the budget if the revenue realized is lower than the guaranteed amount. These payments
are typically items of transfer expense. However, in the state budget system, some of these payments are classified as public expenditures of health services and others such as transportation
services. Although no segments of labor benefit from such payments, this misleading accounting
technique artificially increases the amount of public expenditure that the working population
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benefits from. So much so that, in 2019, when the initial budget appropriations related to guarantee payments are deducted from the public expenditures of benefit to the working population, the
amount of public expenditures truly benefiting the working population decreases by 0.66 percent.
As a result, the magnitude of the negative net social wage in 2019 increases by 66.26 percent,
from −6.4 to −10.6 million Turkish Lira! Thus, the accounting classification regarding guarantee
payments, as well as exchange rate increases, generally exaggerate the actual amounts paid by
the government for services benefiting labor, which in turn would make our estimates of the
negative net social wage somewhat conservative.
Another aspect of the state’s redistributive activities that reveal the state’s position regarding
the working population in Turkey is the class bias of the composition of tax revenues. Reviewing
the breakdown of taxes among the social classes shows that the working population paid an average of 44 percent of the tax revenues. However, this is an average for the entire period. In effect,
the share of taxes paid by the working population in total taxes increased from 35 percent in 1980
to 55 percent in 2019.
Taxation policies aiming to reduce the tax burden on businesses in Turkey in the post-1980
period have effectively created such an antilabor tax system. An important factor contributing to
the overtaxation of labor income is that progressive income taxation has been changed to reduce
the tax burden of high-income groups. Numerous revisions have been made in income and corporate taxes that benefit businesses and high-income brackets. In addition, between 1980 and
2019, thirty-one tax amnesty laws were enacted and implemented, which has substantially
reduced the tax burden of businesses.
Moreover, in the post-1980 period, the emphasis within the tax system was shifted from direct
taxes to indirect taxes. Value-added tax was introduced in 1985, and targeted consumption taxes
on selected goods were added to the system. The implementation of indirect taxes increased the
labor tax burden in two ways. First, the working class has to spend their wages and salaries
almost entirely to meet basic needs. Therefore, the saving propensity of this class is low. Since
the rates of indirect taxes, such as the value-added and the special consumption taxes, applied to
basic necessities are kept high, the tax burden of labor increases. Secondly, especially in the
period of intense financialization, the expansion of individual borrowing opportunities caused
workers, who could not make ends meet because of low wages, to borrow excessively from
financial institutions. This development also caused more indirect tax payments by spending
more on goods and services than the labor income could afford otherwise.

6. Conclusion
In this study, the effects of the redistributive activities of the state on the living standard of the
working population in Turkey between 1980 and 2019 were investigated. To that end, first, the
amount of public expenditures (both in kind and in cash) received by labor and the amount of
taxes paid by labor were calculated. Second, by estimating the difference between the former and
the latter, the net social wage, we attempted to identify the direction of the state’s redistributive
effect on the standard of living of labor. Our measurements indicate that the net social wage generally took negative values in Turkey, except for a few years. In the four decades for which the
estimations were made, these results clearly demonstrate that the net impact of the state’s taxation and expenditure policies on the working population’s standard of living was, on the whole,
negative.
In order to contextualize the trend of the net social wage, a brief discussion of changes in the
structure of public finance and tax and transfer systems may be needed. From 1980 on, Turkey
entered a process of integration in the global economy based on an export-oriented industrialization model. With its own ups and downs, this process covers a forty-year period in which the
opposition, especially the workers’ movement, was suppressed in various ways. The so-called

18

Review of Radical Political Economics 00(0)

neoliberal model limits the welfare state in favor of the market. On the one hand, fiscal policies
were based on reducing collective consumption expenditures in line with the notorious austerity
policies. On the other hand, subsidies and tax breaks aim to ease the tax burden on capital and to
transfer this burden to wage earners. Fiscal policies have been accompanied by limited social
protection programs, which are arbitrary and far from being universally inclusive. In addition,
during the period examined, regulations governing social protection programs were somewhat
restrictive with respect to the rights of employees. The number of days and the age limit required
to retire from the social insurance system were increased in 1992, 1999, and 2008. In this context,
the state structure that arose in Turkey may legitimately be called a pseudo-welfare state.
The empirical findings of this study support the idea of the emergence of a pseudo-welfare
state in Turkey. The share of cash or in-kind contributions to the standard of living of the working
population out of the state budget to GDP (benefit ratio) was measured as 9.95 percent on average. The share of taxes transferred to the state budget out of wage and salary incomes was calculated as 11.08 percent on average. Hence, most significantly, the net social wage, measured as the
difference between transfers to workers and taxes paid by workers, was generally negative—
except for a few years. The average net social wage ratio was −1.13 over the four decades studied
(Table 2). These figures for the net social wage in the negative zone are the results of the socalled neoliberal austerity policies and are very consistent with such policies’ ultimate goals.
To achieve such a goal, the state must constrain the working class’s organizational capacity.
As a matter of fact, blows against workers’ organizations did play a significant role in limiting
the net social wage in Turkey. The military coup of September 12, 1980, and the totally revamped
legal/institutional structure it put in place, made unionization very difficult and legally challenging the decisions of administrative authorities a hopeless endeavor. Although some modifications
to this legal/institutional order were implemented between 1991 and 2002, these have mostly
been of a cosmetic nature, and many laws and regulations that positively impede class struggle
are still in force. Moreover, although the Justice and Development Party (AKP), which came to
power with the general elections of November 3, 2002, promised to establish a more democratic
administration early on, it rapidly shifted to a diametrically opposite orientation and has, over the
years, established a new regime that can best be described as despotic. It is now almost impossible to unionize new workplaces in the private sector, since the workers acting as the vanguard
are immediately laid off by the employers, comfortable in the knowledge that law enforcement
and the courts are on their side. All major strikes, without exception, have been banned by the
government for close to a decade now, whatever the industrial sector. All of these seem to have
prevented working people from fighting effectively to increase their wages and ameliorate their
conditions of work, let alone achieve results in what is a much more intricate and tortuous political process when it is a question of struggle over net social wages.
To fully bring to light all the dimensions of the redistribution practices of the capitalist state
through fiscal policies, in addition to net social wage, net social profit should be measured as
well. What is needed is, in fact, to go even beyond the redistributive activities of the state and to
consider other forms of state economic functions, including production activities via state economic enterprises. These potential areas of research would benefit the overall conceptualization
of the capitalist state’s economic activities based on general circuits of capital.
In conclusion, based on the category net social wage, this article has demonstrated the utter
failure of the pseudo-welfare state of Turkey to ameliorate income distribution with recourse to
fiscal policy measures during the period 1980–2019, a period of considerable length by any standards. Contrary to the allegations of its own partisans and of certain liberal circles, the AKP has
also failed in the same manner. This Islamist party, in power in uninterrupted fashion since late
2002, has resolutely refrained from raising the standard of living of the working masses by using
the familiar mechanisms of the welfare state, in other words, by delivering more to them than the
amount it appropriated from them in the form of taxation. Hence, we claim that this article
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contributes to demolishing the myth that the AKP is pro-poor and pro-labor and that its fiscal
policies have been consistent with its glorified Islamic values and its self-ascribed image of an
antipoverty stance.

Appendix
Data Sources:
The data set that we use in this study to measure the net social wage has been built on the basis
of the budgets of various administrative entities, including the central and local organs of government and social security agencies. Since Law number 5018 promulgated in 2003 has revised the
government budgetary system significantly, the data in this study for the 1980–2003 period rely
on the sources of the Consolidated Budget (General and Annexed Budget), Local Governments
(Municipalities, Provincial Special Administrations and Village Administrations), Social Security
Institutions (The Pension Fund, The Social Insurances Agency and the Self-Employed Pension
Fund), and for the period after 2000 on the sources provided by the Unemployment Insurance
Fund. Hence the data for the consolidated budget income and expenditure are based on Ministry
of Finance (Maliye Bakanlığı) (2006: 30–41, 140–70) data. The income and expenditure data
of local administrations were obtained from the Turkish Statistical Agency (Türkiye İstatistik
Kurumu) (1985: 425–28; 1987: 414–16; 1990: 487–90; 1994: 679–82; 1997: 637–39; 2000:
643–45; 2003: 321–22; 2005: 346–47). The income and expenditure of social security agencies
can be found in Turkish Statistical Agency (2006: 115, 122–24); the income and expenditure of
the Unemployment Insurance Fund, put in effect since the year 2000 in Turkish Employment
Agency (Türkiye İş Kurumu) (2020: 1–6) data. As for the data between the years 2004 and
2019, these consist of the General Government Budget (Central Government, Local Governments, Social Security Institutions and Employment Agency of Turkey) income and expenditure.
The income and expenditure of the general administration budget are taken from the Ministry of
the Treasury and Finance (2020a, 2020b, 2020c, 2020d) and the Social Security Agency (Sosyal
Güvenlik Kurumu) (2020).
We also obtained data on national income accounts from Turkish Statistical Agency (2006:
708; 2020a). Growth rates between 1980 and 1997 are data from Turkish Statistical Agency
(2014: 638). Growth rates between 1998 and 2019 are based on Turkish Statistical Agency
(2020c). Data on unemployment rates in the period 2002–2019 are from Turkish Statistical
Agency (2020d). Finally, motor vehicle data are from Turkish Statistical Agency (2020b).
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