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TURKEY

BACKGROUND: Turkey is a constitutionally secular republic, but President Recep Tayyip Erdogan’s Justice 
and Development Party is pushing an Islamist agenda and eroding Turkey’s Euro–Atlantic relations by 
cracking down on freedom of speech and the media. Elections held in June 2015 resulted in a hung par-
liament, but snap elections in November 2015 gave Erdogan’s party a slim majority. An attempted military 
coup in July 2016 proved to be unsuccessful. During the subsequent state of emergency, Erdogan consol-
idated power by dismissing or arresting tens of thousands of public officials. Turkey has been a member 
of NATO since 1952. The European Union granted the country candidate status in 1999, but there is strong 
opposition from France, Germany, and Austria.

Turkey’s economy has maintained overall macroeconomic 
stability despite ongoing political turmoil. Fiscal policy has 

been fairly prudent and has kept budget deficits and public debt 
under control, but inflationary pressures have increased. The 
financial sector remains stable and competitive.

However, prospects for economic growth in Turkey have been 
notably affected by political developments since the second 
half of 2016. Critical challenges include lack of transparency in 
government and erosion of the rule of law. The judicial system 
has become more susceptible to political influence.

NOTABLE SUCCESSES:
Trade Freedom, Investment 

Freedom, and Financial Freedom

CONCERNS:
Rule of Law, Business Freedom, and 

Labor Freedom

OVERALL SCORE CHANGE 
SINCE 2013:

+2.3

POPULATION: 
77.7 million

GDP (PPP): 
$1.6 trillion
3.8% growth in 2015
5-year compound 
annual growth 4.4%
$20,438 per capita

UNEMPLOYMENT: 
10.3%

INFLATION (CPI): 
7.7%

FDI INFLOW: 
$16.5 billion

PUBLIC DEBT: 
32.6% of GDP



291The Heritage Foundation  |  heritage.org/Index

 
WORLD AVERAGEKEY:

RULE OF LAW GOVERNMENT SIZE
Rank

REGULATORY EFFICIENCY OPEN MARKETS
Rank

Property 
Rights

Judicial 
E�ectiveness

Government 
Integrity

Tax
Burden

Government 
Spending

Fiscal
Health

Business 
Freedom

Labor 
Freedom

Monetary 
Freedom

Trade 
Freedom

Investment 
Freedom

Financial 
Freedom

80

60

70

100

50

0

80

60

70

100

50

0

80

60

70

100

50

0

80

60

70

100

50

0

39th37th88th137th147th100th

33rd117th111th76th65th57th

60.075.079.472.248.564.3

95.757.775.540.752.561.3

Property rights are generally enforced, although 
the courts are slow. The judiciary is independent but 
has shown that it can be swayed by the executive 
through appointments, promotions, and financing. 
That influence intensified after President Erdogan’s 
purges of the military, judiciary, and police in the 
wake of the failed July 2016 military coup. Corruption, 
cronyism, and nepotism in government and in daily life 
are growing concerns.

The top personal income tax rate is 35 percent, and 
the top corporate tax rate is 20 percent. Other taxes 
include a value-added tax and an environment tax. The 
overall tax burden equals 28.7 percent of total domes-
tic income. Government spending has amounted to 
37.6 percent of total output (GDP) over the past three 
years, and budget deficits have averaged 1.2 percent of 
GDP. Public debt is equivalent to 32.6 percent of GDP.

Bureaucratic red tape and ineffective enforcement 
of regulations continue to be substantial drags on 
entrepreneurship. The rigidity of the labor market 
limits the emergence of a more dynamic economy. 
The statutory minimum wage was raised by approxi-
mately 30 percent in January 2016. The government 
sets prices for products provided by state-owned 
enterprises and controls prices for some agricultural 
products and electricity.

Trade is important to Turkey’s economy; the value 
of exports and imports taken together equals 59 
percent of GDP. The average applied tariff rate is 2.8 
percent. There is no general screening of or discrimina-
tion against foreign investment, and many state-owned 
enterprises have been privatized. The banking sector, 
which dominates the financial system, remains well 
capitalized and resilient. The presence of foreign banks 
is relatively small.
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