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Conference Paper 

Abstract 

This study investigates whether economic growth in Turkiye has been inclusive or exclusive since the 
establishment of the Republic in 1923. And if it has been inclusive or exclusive during this period, the study 
delves into the specific periods that contributed most to the inclusivity or exclusivity of economic growth. 
To achieve this objective, a novel method defined in the paper has been employed to measure the 
dimension of inclusivity or exclusivity in different specific periods. According to the findings, overall, 
economic growth during the Republic's Years has been inclusive; however, it only began to be notably 
inclusive after 1980. Since then, economic growth has significantly favored lower- and middle-income 
groups, compared to higher income groups, indicating that it has been inclusive since 1980. 
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1. INTRODUCTION 

Despite that a constant increase in national income per capita of a country is generally considered as one of 

the most important pillars of progress and prosperity of all (Bergh, 2009), it is not a sufficient tool on its own 

to achieve this goal. If national per capita income growth primarily benefits a minority income group, leaving 

the majority of the population without the perception of prosperity, then rather than enhancing social 

welfare, it merely results in an increase in total income (See, Murphy, 2016). In this case, economic growth 

leads not to an increase in social welfare but generally to the disruption of social cohesion resulting from high 

levels of inequality, thereby giving rise to social unrests (Parvin, 1973). Therefore, it is necessary to ensure 

that the continuous increase in per capita national income flows to all societal income groups (the case of 

inclusive growth) through appropriate indirect policy interventions (Anderson et al., 2015). 

In this context, this study presents a novel methodology for examining how continuous economic growth in 

a country affects the real income levels of different income groups (See, Yalghouzaghaj & Muğan Etruğral, 

2024). This methodology, which also represents a new approach to the inclusive growth literature, reveals 

how the gains from economic growth are distributed among various income groups, thereby uncovering the 

extent to which the increase in per capita national income is inclusive or exclusive. This is established by 

simply assuming that when economic growth decreases the level of inequality, it is considered inclusive. The 

superiority of this approach lies in its simplicity and ease of understanding for scholars and policymakers, 

making it a new attempt to resolve the uncertainty surrounding the definitions and measurement methods 

of inclusive growth in the literature (See, Ali & Son, 2007; Ali & Zhuang, 2007; Anand et al., 2013; Grosse et 

al., 2008; Hay et al., 2022; Ianchovichina & Lundstrom, 2009; Kakwani & Pernia, 2000; Klasen, 2010; Rauniyar 

& Kanbur, 2010; Ravallion & Chen, 2003). Simply put, this method argues that when a continuous increase in 

national income per capita leads to a reduction in total income inequality in a specific country during a 

specific period, the economic growth in that country during that period is inclusive, and vice versa. 

Thereafter, the study sheds light on the main drivers of inclusive economic growth in the analyzed country. 

Within this methodological framework, the study investigates the long-term distributional impacts of 

economic growth in Turkiye from 1923 to 2022. It identifies which income groups have benefitted most 

significantly, and which have experienced limited gains from the overall increase in national income per 

capita during this period. By employing the novel methodology introduced, the study further evaluates the 

degree of inclusivity or exclusivity that characterized economic growth throughout this extensive timeframe. 

Subsequently, the analysis divides this long period into two distinct phases –1923 to 1980 and 1980 to 2022– 

to clarify the specific era during which Turkiye’s economy experienced the most robust inclusive growth. 

Finally, the study explores the primary drivers of inclusive growth in Turkiye during the period when economic 

growth predominantly favored lower-income groups, thereby promoting greater inclusivity. 

According to the findings of the study, in Turkiye, overall economic growth has favored the income levels of 

low- and middle-income groups more than higher-income groups, indicating that the total increase in 

national income per capita during the Republic years (1923-2022) in Turkiye has been inclusive. However, 

the inclusive nature of economic growth primarily emerged after 1980, the period when the country lifted 

most restrictions on international goods and capital. Specifically, from 1923, the year the Republic was 

established, until 1980, despite relatively high growth in per capita national income and across all income 

groups, the impact of economic growth on total inequality remained neutral. In other words, it did not lead 

to a reduction in the high levels of inequality, which were a defining characteristic of Turkiye at that time, 
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indicating a lack of inclusivity in the economic growth. In contrast, the post-1980 period has seen a phase of 

significant inclusive growth, which occurred in parallel with a slightly higher average annual increase in GDP 

per capita. This period of growth has played a key role in reducing income inequality. 

Building upon these findings, the study analyzes the primary factors contributing to inclusive growth in 

Turkiye since 1980. The results indicate that integration into the global market, along with export-oriented 

globalization and the emergence of new industrial hubs in Anatolian Cities, has significantly enhanced the 

inclusivity of economic growth in Turkiye during this period. 

 

2. METHODOLOGY AND DATA 

This paper uses annual data for Turkiye over 99 years, covering the period 1923-2022. In the paper, three 

different sets of data are used, and they are derived from two different sources: The first two sets, data for 

national income per capita and population are taken from the 2024 version of the Maddison Project Database 

(Bolt & van Zanden, 2024). National income per capita in this source of data is in constant 2011 US dollar 

(USD) prices and adjusted for Purchasing Power Parity (PPP). 

The third set of data, related to income inequality, is derived from the World Inequality Database (2024). The 

data in this section, which illustrates how pre-tax aggregate national income is distributed among different 

income groups, accounts only for the income of adult individuals. In this paper, it is assumed that the 

population under the age of 15 does not earn any income, meaning aggregate national income is allocated 

solely among individuals over the age of 15.1 Additionally, the aggregate national income considered here is 

the market income (i.e., income before direct taxes is subtracted), referred to as pre-tax income. The 

preference for pre-tax income over after-tax income in this paper lies in its superior ability to explain 

inequality within countries. According to two recent important studies, pre-tax national income accounts for 

more than two-thirds of the within-country income inequality differences observed across nations (Blanchet 

et al., 2022; Bozio et al., 2024). 

As for methodology, in this study, which employs a comparative method, initially the total population is 

divided into four different income groups as following: 

▪ Super-rich: the richest 1% of each country, 

▪ Rich: the top 10% rich group excluding super-rich, 

▪ Middle class: the 40% group in the middle of the income distribution, 

▪ Low-income group: the bottom 50% (half of the population of the country). 

Then, the average income of each group is calculated by year for all years starting from 1923 until 2022. Next, 

the average income of four different income groups and the average per capita income of the Turkiye are 

indexed to the income levels of the year 1923, as 100. Thereby, the magnitude of average income increases 

for different income groups and average income of the country over the long-run are obtained. Equation (1) 

is the mathematical expression of this process2: 

Et = 
𝑿𝒕

𝑿𝑶𝑳
 . 100                                                                         (1) 

 
1 This assumption is an acceptable approach for developed countries where child labor is fairly rare. However, for the 
sake of facility, we assume that it is also valid for Turkiye. 
2 All the equations featured in this study were taken from Yalghouzaghaj & Muğan Etruğral (2024). 
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In equation (1), Et represents the index value of the last year (2022 in this study) for each income group and 

Turkiye, Xt stands for the average income of each group and the country for the last year, and finally XOL 

represents the average income of each group and Turkiye at the beginning year, the year 1923 for this study. 

Based on this equation, by dividing the final average income level of each income group and the country by 

the beginning average income level of each income group and the country, and then multiplying those 

obtained values by 100, the magnitude of total income increases for each income group and Turkiye are 

revealed.   

Once the final index value of average income of Turkiye and each group in the long-run is calculated, a 

comparison is made between the final index value of the country's average income and the final index value 

of different income groups. Thereafter, if the findings show that the income level of an income group has 

increased more than the country's average income during the analyzed period, then this group has benefited 

more from the total increase in national income per capita (compared to other income groups). Based on 

this explanation, throughout the study it is concluded that, if the total increase over the period in the incomes 

of lower-income groups (the middle class and the low-income group) in each country is higher than the total 

increase in the average income of the country, then, income inequality has decreased over the period (this 

situation is called inclusive growth). On the contrary, if the total income increase of upper-income groups 

(the super-rich and the rich) over the period is higher than the total increase in the average income of the 

country, it is concluded that income inequality has increased (called exclusive growth).  

This method provides important information about whether economic growth in a country over a certain 

period has been inclusive or exclusive (whether total income inequality has increased or decreased). 

However, it does not reflect the dimensions of inclusiveness or exclusiveness. In order to find a solution for 

this issue, a new ''inclusivity coefficient'' is defined in the study, which allows a comparison between the 

average annual rate of increase in the incomes of upper-income groups and the average annual rate of 

increase in the incomes of lower-income groups through the period. This coefficient is mathematically 

obtained by dividing the average rate of annual income increase of upper-income groups by the average rate 

of annual increase in the incomes of lower-income groups over the period, and is calculated through the 

following Equation (2): 

I = 

𝝁𝒔 + 𝝁𝒓
𝟐

𝝁𝒎 +𝝁𝒍
𝟐

                                                                          (2) 

In equation (2), while 𝝁𝒔, 𝝁𝒓, 𝝁𝒎 and 𝝁𝒍, respectively indicate the average annual increase in income of super-

rich, rich, middle class and low-income group, I, stands for the inclusivity coefficient. With rewriting this 

equation, Equation (3) is obtained:  

I = 
𝜇𝑠 + 𝜇𝑟

𝜇𝑚 +𝜇𝑙
                                                                         (3) 

In equation (3), I, which represents the inclusivity coefficient, takes a value between 0 and infinity. When I = 

1, the total increase in national income per capita throughout the period is distributed equally among all 

income groups. If I > 1, upper-income groups benefit more from the total economic growth during the period, 

thus growth is exclusive (income inequality increases). Lastly, in case of I < 1, lower-income groups gain more 

from the total increase in national income per capita –compared to upper-income groups– throughout the 

period, thereby economic growth is inclusive (income inequality decreases). Thus, as the value of I 
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approaches 0, economic growth turns to be more inclusive, and as it rises above the value of 1, it becomes 

more exclusive. If the value of I is equal to 1, it means that economic growth has had no effect on total income 

inequality throughout the period and each group's income has increased equally. 

In summary, following a comparative method, this study analyzes the inclusivity and exclusivity of economic 

growth in Turkiye over the long run. In this context, when per capita national income increases, a greater 

increase in the income levels of lower-income groups –compared to both the per capita national income and 

upper-income groups– indicates a decrease in total inequality, resulting in inclusive economic growth. 

Conversely, if the increase in per capita national income disproportionately benefits upper-income groups 

relative to lower-income groups and the country's average income, total income inequality rises, indicating 

exclusive growth. The extent of inclusivity or exclusivity is also assessed using a newly defined inclusivity 

coefficient. 

 

3. THE INCLUSIVITY OF LONG-RUN ECONOMIC GROWTH IN REPUBLIC’S YEARS  

As shown in Table 1, Turkiye's national income per capita saw an average annual increase of 3.4% over the 

period 1923-2022, which translates to a 27.39-fold increase overall. However, the distributional outcomes of 

this substantial growth were uneven across income groups. During this period, lower income groups (the 

Low-income Group and the Middle-class) experienced stronger growth in average income than upper income 

groups (the Rich and the Super-rich). While the relatively higher total growth in average income for both the 

Low-income Group and the Middle-Class was nearly the same, respectively, 33.51 and 32.33 times, the Rich 

saw an increase of 28.42 times, slightly above the toral increase in national income per capita. The only group 

that lagged behind in terms of income growth was the richest group, the Super-rich, with only 18.52 times 

increase over the period. These outcomes clearly reflect inclusivity of economic growth for Turkiye over the 

analyzed period, Republic’s years.  

Regarding the degree of inclusivity, the table presents a calculated coefficient value of 0.90, indicating a 

relatively modest level of inclusiveness over the long-run. This value suggests that while economic growth 

was somewhat shared in favor of lower income groups, leading to a decrease in total income inequality, the 

extent to which it benefited the lower income groups was limited, pointing to only a slight degree of inclusive 

growth. 

Table 1: Total and Annual Growth Rate of Different Income Groups 1923-2022 

Extent of Increase PC Top 1% Top 9% M 40% L 50% 

Total Increase 27.39 18.52 28.42 32.33 33.51 
Annual Increase % 3.40% 2.99% 3.44% 3.57% 3.61% 

Inclusivity Coefficient 0.90 
The first part represents the total and annual average increase in income per capita of Turkiye and incomes of different 
income groups in Turkiye over the Republic’s Years (1923-2022). The second part show the degree of inclusivity, 
employing Inclusivity Coefficient. 

The degree of inclusivity over the entire period, however, was not uniform. Specifically, from 1923 to 

approximately 1980, the effect of overall economic growth on income inequality in Turkiye remained nearly 

neutral. It was only during the 1980s –identified as the beginning of the Second Wave of Globalization3– 

 
3 The era spanning from 1870 to the onset of World War I is often recognized as the first "golden age" of globalization 
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(Pamuk, 2012), that the country experienced a phase of relatively higher economic growth coupled with 

greater inclusivity of economic growth. This trend is clearly illustrated in Figure 1 below. 

Figure 1 

 
The trajectory of continuous growth in per capita income and the average income of various income groups in Turkiye: 
As clearly indicated, this figure reveals a notable shift in the pattern of overall income inequality only after the 1980s. 
Namely that, the average income of lower-income groups began to outperform that of higher-income groups only in the 
post-1980s. 

Figure 1 paves the way for examining the Republic's years in two distinct sub-periods to better measure and 

understand the degree of inclusivity of economic growth in Turkiye: separately from 1923 to 1980 and from 

1980 to 2022. By doing this, it not only allows us to better capture the patterns of inequality in different 

periods, but it also provides valuable information about the impact of globalization on Turkiye's overall 

economic growth performance during its integration into global markets and the distributional outcomes of 

this economic performance in this period. Therefore, the next section will depict these two different periods 

and provide a comparative analysis between them. 

 

4. INCLUSIVITY OF GROWTH PRIOR TO AND DURING THE ERA OF GLOBALIZATION 

Table 2 presents the annual average increase in GDP per capita and for different income groups in Turkiye 

during two distinct periods: 1923-1980 and 1980-2020. According to this table, although Turkiye experienced 

robust GDP per capita growth during the early years of the Republic up until 1980, this growth slightly 

exacerbated total income inequality. Specifically, while the income of the low-income group saw a relatively 

smaller increase, the income growth of other income groups closely paralleled the rise in GDP per capita. As 

reflected in the Inclusivity Coefficient of 1.02, the economic growth during this period lacked inclusivity. This 

trend is further illustrated in Figure 2, below. 

 

 
(Zinkina et al., 2019). 
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Table 2: Growth Performance of Turkiye and Different Income Groups in Two Distinct Period 

Period Ann. G. PC Ann. G. Top 1% Ann. G. Top 9% Ann. G. M 40% Ann. G. L 50% I 
1923-1980 3.22% 3.23% 3.22% 3.27% 3.04% 1.02 
1980-2022 3.65% 2.68% 3.74% 3.98% 4.39% 0.77 

The abbreviations used in the table are as follows: Ann. G. PC refers to the Annual Average Growth Rate of GDP per 
capita, Ann. G. Top 1% represents the Annual Average Growth Rate of the super-rich, Ann. G. Top 9% refers to the Annual 
Average Growth Rate of the rich, Ann. G. M 40% indicates the Annual Average Growth Rate of the middle class, Ann. G. 
L 50% refers to the Annual Average Growth Rate of the low-income group, and I stands for the Inclusivity Coefficient. 
The table illustrates the economic growth performance for different income groups across two distinct periods: 1923-
1980 and 1980-2022. While the first period exhibited strong economic growth, it not only failed to reduce income 
inequality but also slightly exacerbated it. In contrast, the second period saw a significant shift, characterized by both 
higher economic growth and a more inclusive economic growth. The Inclusivity Coefficient of 0.77 for the second period 
further supports this shift towards more inclusive growth. 

Figure 2 

 
This figure depicts the steady rise in per capita income alongside the average income of different income groups in 
Turkiye from 1923 until 1980. It reveals that, despite high economic growth during this time, income inequality 
experienced a slight increase. 

In contrast, the second period presents a markedly different scenario. The annual average per capita income 

growth significantly surpassed that of the previous period, with income distribution favoring the low-income 

groups and the middle class. This indicates that, during the era of globalization, Turkiye not only experienced 

accelerated economic growth but also achieved a more inclusive growth pattern. As shown in Table 2, the 

average annual income increase for the low-income group was 4.39%, notably higher than the GDP per capita 

increase of 3.65% for the same period. This group was followed by the middle class and the rich, both of 

which also saw income growth exceeding the GDP per capita. The only exception was the super-rich group, 

whose annual income growth, at 2.68%, lagged behind GDP per capita growth. This trend suggests that 

globalization had two significant advantages for Turkiye: First, the country’s economic growth reached 

unprecedented levels, and second, the gains from this growth were distributed in favor of lower-income 

groups. This shift reflects an improvement in social welfare driven by inclusive growth, as clearly 

demonstrated in Figure 3. 
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Figure 3 

 
The figure illustrates the continuous increase in per capita income alongside the average income of different 
income groups in Turkiye from 1980 to 2022. It reveals that, this period has had both a higher economic growth in 
term of GDP per capita and more inclusive growth. 

Figure 3 clearly demonstrates that, particularly from the late 1980s onward, the low-income group and the 

middle class began to outperform higher-income groups in terms of income growth. This trend became more 

pronounced after the 2000s and remained consistent through 2022. This pattern supports the arguments 

regarding the positive effects of globalization for developing countries (Mills, 2008; Rodrik, 2007; Tabash et 

al., 2024)  and specifically for Turkiye (Pamuk, 2021, p. 281). However, the impact of the recent surge in 

inflation is not reflected in the figure, as it only started becoming more noticeable after 2022. 

 

5. DRIVERS OF INCLUSIVE GROWTH IN TURKIYE AFTER 1980 

It is both rational and theoretically consistent to argue that factors such as economic liberalization and 

structural reforms, public investments in education and health, labor market reforms, minimum wage 

increases, and advancements in technology and digitalization may have contributed to inclusive growth in 

Turkiye since 1980. However, empirical evidence regarding the impact of these factors remains inconclusive. 

For example, the frequently debated role of economic liberalization and structural reforms has been found 

to have a negative effect on income distribution (Oyvat, 2011). Additionally, data on public investments in 

education and health reflect inconsistencies in the level of public expenditures in these sectors (World Bank, 

2024). Furthermore, the impact of technological advancements on income inequality has yielded inconclusive 

results (See, Cetin et al., 2021; Gravina & Lanzafame, 2021). 

Thus, in this paper it is argued that among the various factors contributing to inclusive growth during the era 

of globalization in Turkiye, integration into the global economy, export-oriented industrialization, and the 

emergence of new industrial centers in Anatolian Cities appear to be the most significant (Pamuk, 2021, pp. 

265–282). The shift towards export-oriented industrialization, which emphasizes producing goods for export 

as a primary growth strategy, began in the 1970s and accelerated in 1980 after Turkiye opened its economy 

to global markets, reducing trade barriers and encouraging foreign direct investment (FDI). As a result, 
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Turkiye moved away from its previous model of import substitution industrialization and embraced a more 

outward-looking growth model. This strategy helped Turkiye expand its industrial base, with key sectors such 

as textiles, electronics, and automotive manufacturing driving export growth. The 1996 Customs Union 

agreement with the European Union further deepened Turkiye’s integration into global trade networks by 

enhancing market access, fostering competition, and improving the quality and diversity of Turkish exports 

(Larch et al., 2021). 

A significant outcome of these developments has been the diversification of Turkiye’s export base. While the 

economy had previously relied heavily on agricultural exports, the shift towards industrialization enabled 

Turkiye to become a leading exporter of industrial goods, including textiles, electronics, machinery, and 

automobiles. This diversification reduced Turkiye’s vulnerability to global agricultural price fluctuations and 

allowed it to compete in higher-value global markets. Increased participation in global value chains also 

enabled Turkish firms to adopt advanced technologies and improve productivity, further strengthening their 

position in international trade. 

The rise of Anatolian Cities as new semi-industrial hubs has been a key feature of this transformation. Cities 

such as Gaziantep, Kayseri, Konya, and Denizli, often referred to as "Anatolian Tigers," have experienced rapid 

industrialization, largely driven by small- and medium-sized enterprises (SMEs) that have embraced export-

oriented strategies. These cities have contributed to Turkiye's industrial growth by expanding production in 

sectors such as textiles, machinery, and food processing. The emergence of these new industrial centers has 

not only diversified Turkiye’s industrial landscape but has also contributed to regional economic 

development, reducing the concentration of industrial activity in traditional urban centers like Istanbul, 

Bursa, and Izmir. 

The integration of these Anatolian cities into global markets has had profound social and economic effects. 

The industrialization of these regions has generated employment, raised income levels, and contributed to 

the development of local infrastructure. Many of these cities have also benefited from the inflow of FDI, 

which has supported the modernization of production facilities and the adoption of new technologies. This 

rise in regional industrialization has helped narrow the economic gap between more developed urban 

centers in western Turkiye and previously underdeveloped regions in the interior. 
 

6. CONCLUSION 

This study examines the nature of economic growth in Turkiye from the establishment of the Republic in 

1923 to 2022, focusing on whether this growth has been inclusive or exclusive over this timeframe. To achieve 

this, the study employs a novel methodology that assesses the inclusivity or exclusivity of economic growth 

based on the premise that growth is considered inclusive when it contributes to a reduction in overall income 

inequality. Additionally, the analysis divides this long period into two distinct phases—1923-1980 and 1980-

2022—to illuminate the specific medium-period that had the most significant impact on the inclusivity of 

economic growth. 

The findings suggest that, overall, economic growth in Turkiye during the years of the Republic has been 

inclusive; however, it has shown significant inclusivity primarily since 1980. From 1923 to 1980, the pattern 

of economic growth was not characterized by inclusivity. In contrast, after 1980, economic growth 

increasingly favored lower- and middle-income groups compared to higher-income groups, indicating a 

notable transition toward a more inclusive economic landscape.  
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