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Foreword

Growing inequalities in many countries over the last few decades had led to
increasing attention at the global governance. While social and political consequences
of inequality are known for a rather long time, it is relatively recent that the direct
effect of income inequality on economy and growth is accorded more space and
attention. The Global Wage Report 2014/15.: Wages and Income Inequality’ published
by the International Labour Organization in 2015 shows that inequalities are on the
rise in all countries but more so in developing countries. In other words, the process
known as the rich getting richer while the poor getting poorer is a common trend for
both advanced and developing countries albeit some exceptions.

Deep and ever-increasing inequalities start to constitute barriers to “equal
opportunities” and constrain social mobility. In cases where inequalities are deep,
economic advantage is inherited rather than being gained or attained. This situation
inhibits individuals’ efforts, damages the conception of fairness and undermines
social cohesion. Similarly, while the relationship between inequality and economic
growth is a complex one, recent studies show that inequalities harm economic growth
as well. According to a study by the IMF, for example, inequality reduces the pace and
sustenance of growth while according to the OECD high level of social and economic
inclusiveness is directly associated with stronger and long-breathed economic growth
(Ostry, Berg and Tsangarides, 20147 ; see also OECD, 2014°). Again, inequality is
stressed as a factor increasing the risk of economic crisis and also pointed out as one
of the causes of the crisis breaking out in the US in 2008.

As rightly argued in the Global Wage Report 2014/15, income inequality is a
phenomenon starting out in the labour market and employment. In both advanced
and developing countries, wages constitute the largest share of income of households.
Indeed, wages make up for 70-80% of household income in developed countries and
50-60% in developing ones. Thus, recent trends in the distribution of wages and paid
employment come to the fore as the lead actor in increasing inequalities.

In such countries as Spain and the US where inequalities are much more
pronounced, it is known that the underlying reason is losses in employment and decline
in wages (ILO, 2015). Several ILO reports have pointed out that labour market are still
in a state of disarray in many countries, and that the global job deficit is worse than
before the onset of the global financial and economic crisis in 2008.

1 ILO (International Labour Office). 2015. Global Wage Report 2014/15: Wages and Income
Inequality (Geneva, ILO).

2 Ostry, ].D; Berg, A.; Tsangarides, C.G. 2014 cited in ILO (International Labour Office). 2015.
Global Wage Report 2014/15: Wages and Income Inequality (Geneva, ILO).

3 OECD (Organisation for Economic Co-operation and Development). 2014. All on board: Making
inclusive growth happen (Paris, OECD).
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There are many studies suggesting that the share of labour has been in decline
in advanced countries since the 80s. A large part of this decline was explained by
a shift from labour-intensive to capital-intensive sectors. However, the falling trend
observed after the 90s is related mainly to falling share of labour income in industry
and manufacturing and increasing profitability in financial services. Studies suggest
that the main reason was the combined effect of pressures for profit in financial
markets, globalization of international trade, technological changes and erosion of
labour markets’ ability to adapt to changes. In fact, the fall in labour share takes place
mostly in cases where labour productivity increases faster than wages. In other
words, working people cannot get the share they deserve from rising productivity and
economic growth. The steady fall in labour share may lead to serious macroeconomic
outcomes. The mechanism may work as follows, for instance: fall in household
income leading to lower levels of consumption; consequent fall in aggregate demand,
the private sector discouraged to invest as a result of limited demand, slow down and
stagnancy in economy (ILO, 2015:10-11).

The report also shows that in almost all countries studied in the report there are
wage gaps between men and women as well as between national and migrant workers.
One of the elements of overall level of total inequality lies in the wage gaps between
different groups of workers. The Report gives a special attention to groups which often
experience discrimination or different types of disadvantages in the labour market
such as women, migrant and informal workers. The report shows that women, migrant
and informal workers sometimes incur “wage penalties” for multiple and complex
reasons that differ from one country to another (ILO, 2015:44).

What would be the policy recommendations to reduce income inequalities?

Classically, policies for reducing income inequalities mainly focus on
redistribution of income through fiscal policies which mainly includes policies
on taxation and social transfers. It is estimated that in developed countries income
inequalities can be reduced by one-third or one-fourth by employing fiscal policies.
This is confirmed by rapidly falling rates of poverty after social transfers. In developing
countries, however, the effect of fiscal policies in reducing inequalities is not so strong
given low levels of tax revenues and social transfers. Moreover, rising inequalities in
labour markets increase the burden on taxation and social transfers to further reduce
the effect of such policies.

Hence, what we have at hand are policies that affect wage distribution directly
or indirectly as strongly argued by the ILO. Recently, many developing countries
have started to focus on the problem of low wages and wage inequalities a part of
their policies to combat poverty and inequality. Concerns about shortfall in aggregate
demand caused by insufficient household consumption also helped wage levels
to come to the fore in some developed countries as well. Three policy tools are of
particular importance in regulating wage distribution in labour market: minimum
wage, collective bargaining and job creation.
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Studies show that when correctly used minimum wage policies contribute
seriously to reducing inequalities and supporting low wage workers. Further, some
reliable studies recently conducted indicate that relationship between the level of
minimum wage and the level of employment is extremely weak. In order to reap the
most effective outcomes from any minimum wage policy, however, there is a need
to set the levels of minimum wage thoughtfully and in a way to observe the correct
balance between the needs of working people and families and economic factors. In
fact this is the principle enshrined in the ILO Minimum Wage Fixing Convention
No. 131 (1970) and the Minimum Wage Fixing Recommendation No. 135 (1970).

The other tool which is directly effective is collective bargaining. Collective
bargaining and collective bargaining agreements are considered as one of the most
important instruments in reducing inequalities in general and wage inequalities in
particular. The ILO Convention No. 98 on the Right to Organize and Collective
Bargaining (1949) has been presenting governments and workers’ and employers’
organizations an overall framework for the implementation of collective bargaining.
The fact is that wage inequalities are lower in countries where the majority of workers
is covered by collective agreements. However, whether unionization and collective
bargaining can actually affect wage distribution depends on whether the collective
bargaining system is comprehensive or narrow in scope. In countries like the US
and Turkey where the coverage is limited, smaller number of workers is covered and
the margin between the highest and lowest wage gets larger. Therefore, governments
can enlarge the coverage of collective bargaining agreements so as to include non-
unionized workers as well and thus enhance the effects of agreements that contribute
to equality.

It is also observed that scaling up minimum wage provisions and collective
bargaining agreements so as to cover low wage sections of population is quite
instrumental in reducing inequalities within women, migrants and disadvantaged
groups. It is of course true that these two policy tools alone will not be sufficient to
eliminate all inequalities and wage gaps in labour markets. For example, eliminating
gender wage gaps requires combating against discriminatory practices and gender
based prejudices on women’s employment, effective maternal and paternal leaves and
equal share of family responsibilities.

Job creation, access to or loss of paid employment can also be a key determinant
of income inequality. As underlined in the report, job losses which disproportionally
affect low-income workers contribute to increasing inequality whereas creation of paid
employment for those at the bottom contributes to reducing inequalities in emerging
and developing countries. In this regard, full employment policies through promotion
of sustainable enterprises is an important aspect of reducing in equality.

However, whatever policies are pursued to target inequalities, there is a strong
need to develop holistic and coordinated macroeconomic policies at international
level as well as a common approach to wages, employment and social protection
policies. When individual countries try to maximize their economic growth by putting



a pressure on wages and boosting exports, this may be beneficial for few countries, but
at the global level it would reduce aggregate demand and thus harm other countries
rather than improving welfare of all.

Academic debate which is constructive, critical and forward looking has a special
role in shaping the policies and programmes both at the global and national level. In
this sense, it is my hope that this book will be instrumental and meaningful for the
constitutents and policy makers in designing policies and programmes that combines
increased economic growth with decreased income inequality and advances social
justice for all. I would like to thank to the editors Ms. Berrin C. Ataman and Ms. Risa
L. Lieberwitz for their sincere and valuable efforts in bringing both international and
national academicians as well as the representatives of the constituents to discuss and
develop policy recommendations addressing wages and inequalities.

Numan Ozcan
Director

ILO Office for Turkey
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1 Introduction
A framework for employment and equity

Risa L. Lieberwitz — Berrin Ceylan-Ataman

This introductory chapter provides the theoretical framework of the employment and
equity issues and presents the analytical concepts and the methodology of analysis.

Researchers across a range of disciplines in the field of social policy present
their studies, findings, and analyses in this book. The authors present their work
from multiple perspectives, including multi-disciplinary approaches and national
and regional perspectives. The book seeks to bring these together in a holistic
approach. The book will have achieved its purpose if it contributes to the production
of scientific knowledge regarding the development of policies at the global level to
solve problems of inequality.

Framing the issues of employment and equity

There is no simple definition of employment equity. Formulating a definition raises
fundamental questions: What are the goals that should be set in defining equity in
employment? Is equity synonymous with equality? Or is equity a broader concept?
How should progress toward achieving the goals of employment equity and equality
be measured? Should such goals be concerned primarily with equal treatment of
individuals or should the goals encompass equality of results for groups who have
been subject historically to discrimination? Should equity be defined in terms of
eliminating certain types of discrimination or should equity seek a goal of more
positive rights and benefits for all employees?

The most straightforward, but narrowest, definition of employment equity focuses
on “formal equality,” or equal treatment, of groups subject to historical and current
discrimination, including women, racial and ethnic minorities, disabled persons, and
older people. Creating conditions of formal equality furthers the goal of expanding
equal opportunity for women and minorities who meet the same employment criteria
applied to majority group applicants (Fineman, 2005). As significant as such anti-
discrimination measures are, their scope is limited by following a “negative rights”
model that places only discrete restrictions on employer conduct. For example, under
this model an employer is prohibited from refusing to hire a woman because of her
gender, but is not required to take positive steps to increase its hiring of women.



Most importantly, the formal equality/negative rights model does not address
systemic inequalities in social and economic conditions based on class, gender, race,
ethnicity, and nationality. These systemic inequalities are pervasive at the local,
national, and global levels, including persistent racial and gender occupational
segregation, increasingly unequal distribution of wealth, and downward pressure on
wages due to global capital mobility (Blau et al. 2013 Selmi, 2005 Spector, 2015).
Added to these problems is the employment insecurity in the workforce, which is
made up increasingly by precarious workers who are often drawn from the same
groups needing protection from employment discrimination (Childs, 2000 Fudge,
2006). Redressing these social and economic inequalities entails more than extending
formal equality to women and minorities.

Formal equality is, thus, an essential part of achieving employment equity
by requiring equal treatment in hiring, firing, and other employment decisions and
terms and conditions of employment. To address underlying social and economic
conditions of inequality, however, a “substantive equality” model is needed to
achieve employment equity at a systemic level. A substantive equality model would
encompass positive measures to move toward greater equality of results rather than
relying only on equal opportunity in employment.

Achieving a goal of substantive equality may include a range of positive rights
and affirmative measures that move from primarily focusing on the individual to
a focus on under-represented groups. Class action litigation against employers
who engage in historical patterns of exclusionary hiring and promotions reveal
that discrimination is a systemic problem rather than simply a series of individual
discriminatory employment decisions. Further, the law can prohibit not only direct or
intentional discrimination, but also “indirect discrimination,” by requiring employers
to eliminate seemingly neutral employment practices that have a disproportionately
negative effect on women and minority groups, unless the employer can prove that
the practice is essential for the job (DeBurca, 2012 Shoben, 2004). Public policy can
also go beyond “equal pay” to adopt requirements for “pay equity.” This “comparable
worth” model seeks to eliminate gender or racial disparities resulting from the use of
job evaluation systems that place a higher value on occupations held predominately
by the majority group (Rutherglen, 1993).

Public policy supporting affirmative action also holds the potential for achieving
substantive equality, as a positive means for increasing the inclusion of women and
minorities in occupations where they are severely under-represented. Affirmative
action programs are temporary measures to reduce occupational segregation by
weighing minority group membership as a positive factor in hiring or promotions
decisions. Proponents of affirmative action emphasize the need to take positive
measures to eliminate the historical and systemic barriers to inclusion of under-
represented groups in certain types of occupations. Using race or gender as a positive
factor in employment decisions provides a means for overcoming conscious and
unconscious bias against hiring or promoting qualified applicants from minority



groups. Proponents point to the benefits of diversity. Affirmative action programs
in admissions to colleges and universities create a diverse student body, bringing
together students from different backgrounds, with diverse experiences, and multiple
perspectives (Baldwin, 2009). Affirmative action in employment has similar benefits,
with a workforce that is enhanced by the diversity of the employees. By removing
barriers to employment and bringing greater consciousness to the benefits of diversity,
affirmative action programs expand the pool of qualified applicants and employees.
Further, affirmative action contributes to progress toward a just and equitable society
with institutions that are representative of all groups (Powell, 1997).

The “human resources” model of affirmative action focuses on “managing
diversity.” While this model is concerned with underrepresentation of women and
people of color in the workforce, it defines diversity management more broadly
as an on-going process that creates an inclusive environment that maximizes the
full potential of all employees. Diversity management maximizes the ability of all
employees as instrumental to organizational goals (Human, 1996), which in the
case of businesses focuses on enhancing the profitability and competitive advantage
(Kreitz, 2007 and Thomas, 1999). This model seeks to manage conflicts that may
arise by maintaining the two dimensions of unity and diversity in balanced tension
(Rosado, 2006).

Social movements, including unionization, play an important role in promoting
employment equity and achieving substantive equality for employees. Whether
through their role in the political system or through collective bargaining, labor
unions work to gain positive employment rights, including higher wages, benefits,
and better working conditions. The labor movement can attempt to organize all kinds
of workers — whether “regular” employees, precarious workers, or unemployed — to
achieve universal rights for the working class. Further, as a social movement, unions
may be equally concerned with social justice goals of workplace democracy as with
negotiating higher wages and benefits (Turner and Hurd, 2001).

The multiple approaches for achieving formal and substantive equality provide a
widerange of policies and practices for governments, employers, and laborunions touse
to ensure employment equity. The potential for progress from adopting best practices
— and learning from bad ones — can lead to the implementation of strong employment
equity policy. This fundamental concept serves as the main axis of the book.

Methodology

This publication results from an international “workshop on employment and
equity” realized in Ankara University, in Faculty of Political Sciences on June 17-
21, 2015. The chapters in this book are the full text of most of the presentations
discussed during the workshop. Thus, this publication is comprised of reflections
of the contributors rather than a conference book. The conference presentations and
discussions provided the venue for the authors to further develop their analyses.



This book’s methodology comes from the workshop outcomes. The workshop
was composed of a series of roundtables that served as a medium for scholars to share
their latest research with a select audience of scholars and to exchange ideas with
the invited representatives of labor unions, employer associations, and the related
government agencies, including the ILO. The workshop forums facilitated detailed
discussions about participants’ work and developed the potential for future scholarly
collaboration among the participants.

One of the main driving forces behind globalization is the internationalization
of industrial relations, which contributes to the formation of a new socio-political
architecture in which power and resistance are constantly redefined at a global level.
The rapid transformation of the circumstances of the employment and labor process
requires collaboration among intellectuals familiar with the industrial dynamics
of different countries and regions. In this regard, the Workshop on Employment
and Equity provided an opportunity for prominent scholars of industrial relations
and social policy from Ankara University, Cornell University (US), Queen Mary
University (UK), and Kaunas University of Technology (Lithuania) to share their
research findings in an interdisciplinary context.

In this publication the participation of Ph.D. students and early career
researchers have contributed to the efforts of their senior colleagues and reveal
new potentials in comparative research. Thus, the innovative perspectives of the
Ph.D. students and faculty members at early career stages came together with senior
researcher’s experiences, creating a particular and dynamic synergy. The range of
theories, ideas, and experience is reflected in this publication. The book includes, as
well, the contributions from the social partners such as the Ministry of Labour and
Social Security, Confederation of Turkish Trade Unions and Turkish Confederation
of employment association. Thus, the book presents a tripartite perspective. The
ILO’s decision to publish the book reflects the value placed on this concept.

The framework of the book is based on the following themes:

* Assessment of the Situation: Industrial Relations and Social Policy in the
Making of a Global Economy

* Challenges for Social Protection: Changing Axes of Welfare Policies in the
Making of a Global Polity

*  Dynamics of Social Inclusion: A Discussion of the Role of Actors (governments,
social partners and civil societies) in the Making of a Global Society

*  Economic and Social Inequality: Growth and Social Welfare

* Labor Law and Social Policy: Collaboration and Effective Relationships of
Social Partners



The outline of the book

This book analyzes issues of employment and equity from different perspectives.!
The book comprises twelve chapters:

The introductory chapter, by Ataman and Lieberwitz, sets forth the theoretical
and thematic framework, analytical concepts, and the methodology of analysis in
the book. Within this framework, Chapter 2, co-authored by Ataman and Borluk,
presents an economic perspective on income inequality. This chapter, entitled
“Interregional Income Distribution in Turkey: Divergence Dynamics,” analyzes the
changes in inter-regional income distribution in Turkey through the 2000s and the
causes of these changes. The aim of this study is to determine the potency of inter-
regional divergence dynamics in Turkey and to state the factors which affect income
distribution. The study finds that inter-regional income distribution has deteriorated
in Turkey during the period 2004-2011. As long as the divergence dynamics do not
reverse with related region-based development policies, the divergence trend will
tend to continue, which will cause the gap between regions to become permanent.

The next two chapters present analyses from a sociological perspective on inequality
of specific groups. In this context Ausra Repeckiene and Renata Zvireliene, from the
Lithuania Kaunas University of Technology, co-authored the third chapter “Lithuanian
Youth Integration into Labour Market,” which examines the trends of youth participation
in the Lithuanian labour market and institutional measures and initiatives to promote
youth employment (e.g. entrepreneurship). Their chapter presents the findings of their
empirical research and analysis of the obstacles that make it difficult for young people to
become engaged in entrepreneurship. Brigita Stanikiiniené¢ and Nida Kvedaraité, from
Lithuania Kaunas University of Technology, assess “Lithuanian Women‘s Situation in
the Labour Market: employment, career motives and obstacles,” in the fourth chapter.
Their study reviews recent official national and international statistical data, academic
literature and the empirical findings of research studies that reveal the attitudes on the
motives and main obstacles for women’s careers in Lithuania. The statistical analysis
and empirical findings indicate that regardless of the increasing female employment rates
and the high level of educational attainment of women, Lithuania’s society continues to
prioritise the traditional gender system and maintains traditional gender-role stereotypes.
Men dominate in decision-making positions in business, educational institutions and
politics, which creates serious historical and ongoing problems for implementation of
measures to promote equal representation of women in Lithuania.

Subsequent chapters analyze inequality issues from the point of view of
social protection and collective rights. Risa L. Lieberwitz from the USA, Cornell
University, contributes to this discussion in Chapter 5, entitled “The Relationship
between Collective and Individual Rights to Achieve Equity in Employment.”
This chapter explores the interdependence of collective and individual rights for

1 The order of the chapters is defined according to the order of the discussions of the roundtables
during the workshop.



creating employment equity at the individual and group levels. Collective rights
provide the foundation for protecting individuals by spreading group gains to all
workers, including better wages, benefits and working conditions. A labor movement
that adopts a broad democratic agenda for race, gender, and class equality will also
take collective action to redress historical inequalities against women and minority
groups. These gains can be achieved through various means, but to be effective, the
means must be collective, including labor movement engagement in the political
process and in collective bargaining at specific workplaces.

In the sixth chapter, Senay Gokbayrak, from Ankara University, raises a key
issue about new social protection policies in Turkey with a questioning title, “New
Social Protection Policies in Turkey: Reductive or Reproductive of Inequality?”
This study analyzes welfare state transformation from an equalitarian perspective in
the case of social security reforms in Turkey during the 2000’s. This study examines
the way that global increases in social exclusion and inequality reveal themselves in
the context of Turkey’s social security system. In Turkey, as a consequence of social
security reforms during the 2000’s, labour market and employment patterns have
become the main determinants of coverage and level of social protection and also
the equalitarian character of the system. However, due to structural characteristics of
the labour market and the influence of a workfare concept, new social policies that
strengthen the relationship between work and social protection reproduce existing
inequalities.

In Chapter 7 Serter Oran and ilkay Savci, from Ankara University, analyse the issue
of cheap labor in the Turkish labor market. Their chapter, “Seeking Cheap Labor: New
Trends And Regulations In The Turkish Labour Market,” addresses the vital role of cheap
labour in today’s global competitive economies to create huge profit opportunities for
employers through two ways: Capital flows into undeveloped and developing countries
for employing cheap labour; conversely, cheap labour from undeveloped countries moves
to the developed and developing ones. Within this framework, Turkey is an example of
the phenomenon of employing foreign workers as cheap labour in both national and
international markets in relation to labour market restructuring and employment policies.
While the Turkish labour market is treated as a cheap labour source by international firms,
however, data from the Turkish Employment Organisation show that Turkish workers
do not prefer low skilled and low wage jobs. In this chapter, Oran and Savci examine
three current examples related to seeking cheap labour in the Turkish labour market:
migrants, especially Syrian refugees; Turkish prison labour usage by private sector firms;
and employment preferences of Turkish construction firms in the international market.

The following four chapters present a comprehensive analysis of Turkey’s wage
inequality. In Chapter 8, Ozge Kantas, from Ankara University, presents her research
study, “Portrait Values of Undergraduate Students as Prospective Employees
and their Corresponding Attitudes towards Career and Union,” which examines
careerism and attitudes toward unions and human resources practices under the
theoretical framework of values. Through value-portraits of 289 university students



from 28 universities as prospective employees the study investigated the relationships
of values with careerism, attitudes toward unions, career activities in universities and
human resources practices of organizations in general. The study analyzes how the
undergraduates’ values are associated with attitudes for and against labour unions,
towards career advancement through non-performance-based means, and towards career
seeking activities in universities. Among the key findings, the data indicate that career
seeking activities are a form of vocational self-concept exploration triggered by security
and conformity values, but are negatively associated with careerism. However, anti-
union attitudes predicted careerism. The results suggest that career seeking activities can
be considered as an adaptive social cognitive career behaviour.

In Chapter 9, Osman Tezgel, from Ankara University assesses ““The minimum wages
in Turkey from an inequality perspective during the 2000s ”. This study primarily presents
a conceptual analysis of the minimum wage by evaluating the aspects, importance and
objectives of the concept. The study evaluates minimum wage implementation in Turkey
during 2000s, including the characteristics and basic indicators of the minimum wage and
whether minimum wage implementation leads to social and economic inequalities. Ifthe
extent of the proportion of minimum wage workers to total employment is considered,
the minimum wage is vitally important in Turkey. This study also aims to underline
the problematic issues about minimum wage implementation in Turkey and to propose
possible solutions.

In Chapter 10, Utku Balaban, from Ankara University analyzes low wage work
and industrialization. His chapter, “Sector Switch and Domestic Outsourcing in the
Manufacturing Industries of Turkey: The Case of Secondary Cities during the 2000s,”
investigates the transformation of manufacturing industries in Turkey during the 2000s
with a comparative assessment of the changing relationship between major exporting
cities and the secondary cities of Turkey, i.e. the industrializing cities that minimally
benefit from the spillover effects of the traditional centers of industry. The study illustrates
two trends. First is the change from medium-high technology sectors to medium-low and
low technology sectors in the second half of the 2000s. This transformation corresponds
to an increasing share of the energy-intensive sectors in the country’s export volume.
Second is a particular type of domestic outsourcing both at the enterprise and city level.
Among the secondary cities analyzed in this chapter, the most successful one (Gaziantep)
expanded its manufacturing output due to the high performance of its low technology
and energy-dependent sectors. Analysing these two trends together, Balaban argues
that the outsourcing from North Atlantic to low- and middle-income countries such as
Turkey took a new form since the late 1990s, resulting in a second wave of post-war
globalization. In contrast to the first wave, which was marked by the outsourcing of the
labor-intensive activities from the North Atlantic region, the second wave is based on
the outsourcing of the energy- and resource-intensive activities to the to the low-income
regions of the world. This geographical shift of such activities to Turkey accelerated after
the financial crisis in 2008 and contributed to the spatial distribution of industrial sectors
among Turkey’s traditional industrial centers and its secondary cities.



The final chapters of the book are devoted to the dynamics of social inclusion.
In this context Cihan Serhat Kart, from Ankara University, in Chapter 11, traces the
main points of “The History of Social Dialogue in Turkey”. The aim of this study is
to analyze the history of social dialogue in Turkey from an economic perspective. To
achieve this aim, he presents a comprehensive analysis, beginning with the heritage
of the Ottoman Empire and followed by a review of the sequence of stages of the
Turkish Republic. In Chapter 12, the question of agency in the making of a global
society is discussed from the vantage point of three key institutions in Turkey.
This chapter contains an introduction written by Berrin C. Ataman, followed by
the principal analyses from three contributors. The first presents the point of view
of the Ministry of Labour and Social Security, as discussed and interpreted by EU
expert Melahat Giiray, who emphasizes the newest developments in social inclusion
issues in Turkey. The Turkish Confederation of Employer Association (TISK) views
regarding employment and equity are presented. Finally the concepts of social
exclusion and social inclusion are discussed from labor’s perspective by Giiven
Savul, researcher in the Confederation of Turkish Trade Unions (TURK-IS).
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2 Interregional income distribution in Turkey
Divergence dynamics

Berrin C. Ataman*and Sinan Borluk™**

Abstract

In this chapter, the changes in inter-regional income distribution in Turkey through the 2000s
and the causes of these changes have been analyzed. The aim of this study is to determine the
potency of inter-regional divergence dynamics in Turkey and to state the factors which affect
income distribution. The results of this study find that inter-regional income distribution has
deteriorated in Turkey during the period 2004-2011. As long as the divergence dynamics are
not reversed through related regional-based development policies, the divergence trend will
tend to continue, which will cause the gap between regions to become permanent.

Keywords: Income Distribution, Regional Income, Convergence, Divergence, Growth

Introduction

Inter-regional income distribution is becoming one of the most important issues in the
development process. As the economy grows and the income to be shared increases,
justice in the shares of regions and the growth balance between regions determines
both the future economic performance and the social well-being of the country.

This chapter analyzes the changes in inter-regional income distribution in
Turkey through the 2000s and the causes of these changes' . The aim of this study
is to determine the potency of inter-regional divergence dynamics in Turkey and
to identify the factors which affect income distribution. Analysis of the income
distribution between regions in Turkey will consist of two parts. First, income
distribution between regions in Turkey will be analyzed through the data set. Second,
it will be analyzed through divergence/convergence dynamics, which consist of three

1 This chapter is based on the unpublished PhD Thesis, “Income Distribution Between Regions of
Turkey and Divergence Dynamics,” by Sinan Borluk (2014), under the supervision of Prof. Dr.
Berrin Ceylan-Ataman.

Prof. Dr. University of Ankara, ataman@ankara.edu.tr
PhD, University of Ankara graduated 2014. sinanborluk@gmail.com

*k

11



subcategories: Demographic factors, which have an impact on the population and
migration of the income distribution divergence, are discussed primarily. In the next
phase, the relation between the differentiation between the income distribution and
economic factors such as growth, level of investment, trade deficit is investigated,
as well as differentiation between the region’s income distribution and sectoral
concentration. Finally, the effect of employment, such as socio-economic factors, on
the inter-regional distribution of employment is investigated.

Literature findings

Income distribution literature is mainly built on methodological works of Barro
(1996), Barro and Sala-i-Martin (1992) and Quah (1996). The common feature of
these studies is the observation of the deterioration or recovery in the distribution of
income. These works constitute the infrastructure of divergence analysis techniques
of income. According to these studies, the relationship between factors may be reason
for the divergence between the distributions of the income. The literature argues that
the factors explaining the income distribution convergence and divergence between
regions can be found in endogenous growth models. As a result of the receipt of the
initial income levels as a benchmark, the general framework of analysis reveals the
regions where factors affecting growth tend to grow faster. For instance, if a relatively
low initial income level country or region grows faster than the relatively high initial
income countries or regions, it is concluded that there exists a convergence of income
between regions. Otherwise, emergence of divergence is identified.

According to Barro et al., productivity and investment directly affect capital
growth, which also have an influence on the dynamics of convergence/divergence.
Similarly, the volume of the population affects the work which is considered as a
key factor affecting the dynamics of convergence/divergence. In other studies such
as Tamura (1991), human capital is considered as a factor directly affecting the
productivity of labor. Many similar studies have the same emphasis, for example, one
of recent studies, by Wahiba (2014: 50), tests the impact of the increase in education
spending in GDP for the period 2000-2012 in African countries.

According to the findings in general, productivity increases through investment
and positively affects growth performance. For example, in his recent work, Mendez-
Guerra (2014: 161-168) indicates that the divergence was greater all over the
world, especially between most productive countries (such as Australia, Belgium,
Netherlands, Norway and US) and least productive countries (such as Brundi,
Ethiopia, Malawi, Mozambique and Zimbabwe), but due to the rebound in economic
growth convergence was produced during the period 1980-2000 and was stabilized
in the middle of the 2000s.

In studies of inter-regional income distribution analysis for Turkey, there
exists a wide divergence of results in terms of inter-regional income distribution
dynamics framework. Differences in public finance practice (Voyvoda, 2012), the
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level of sectoral variations of regions (Ozsabuncuoglu, Direkgi, 2012), migration
(Kirdar, Saracoglu, 2012), regional structural differences (Mutlu, 2012), the effect
of general and regional growth policies (Yigidim, 2012), productivity differences
(Tuncer, Ozugurlu, 2004) and public interventions/activities of public banks (Onder,
Ozylldlrlm, 2012) have come to the fore as factors in these studies. In Tuncer,
Ozugurlu (2004) NUTS I i.e. 12 regions were analyzed in general. For NUTS II level
i.e. 26 regions, the literature is limited. Nevertheless, the literature of inter-regional
distribution of income between regions for Turkey includes, in addition to the studies
mentioned above, Karaca (2004), Altinbas et al. (2002) and Berber et al. (2000) and
is seen as more of 6-convergence analysis as used in their works. Especially Karaca
(2004) in his analysis, for a 25-year period covering the years 1975 to 2000, carried
out at the provincial level 6-convergence analysis and revealed an approximately 33
per cent divergence in the level of inter-provincial income.

Methodology

The most important constraint encountered in the divergence analysis in inter-
regional income distribution in Turkey is the data constraint for quantitative analysis.
The latest data on income per capita at the regional level, published by TurkStat, was
in 2011. So, the analysis will cover the period 2004-2011. In this regard, quantitative
analysis cannot be carried out through the current time. But this lack of data will be
solved by the qualitative analysis which will permits explanation of today’s trends,
since characteristics of the income distribution changes are of a long-term nature.’

In the literature of convergence/divergence analysis, B-convergence analysis
is the main focus, but up to a certain point. Afterwards c-convergence analysis is
widely used. Fischer and Serra’s (1996) and Slaughter’s (1997) works are pioneering
in using o-convergence technique.

Two methods for interregional income distribution analysis techniques come
to the fore. The first method is the B-convergence analysis which is based on
linear regression analysis between the initial log of income of regions and growth
of those regions. When in a low-income region revenue grows faster relative to
the high-income regions, convergence occurs. In similar types of research, as in
Ben David (1997), Johnson (1999), and many others, the basic techniques used are
mainly derived from the pioneering work of Barro and Sala-i Martin (1992) with
the equation below:

Yit

1 1— e FT
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2 TurkStat making regular “Income and Living Conditions Survey” (TurkStat, 2014) which submit
the data for the present calculations, however these surveys do not constitute an indicator for
inter-regional income distribution because analysis is done through dedicated groups according to
income of the population.
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According to this equation, there should be a negative and statistically significant 3
coefficient to conclude a B convergence, i.e. there should be a negative relation between
initial income levels and growth rates for state of convergence. The second method is
known as ¢-convergence which simply examines the variance of per capita incomes
of regions. According to this approach, as variance of per capita incomes of regions
decrease, there exists an o-convergence. Technically B-convergence is a necessary
but not sufficient condition. It means that to show that there is a convergence in the
distribution of inter-regional income, to prove P-convergence is necessary but not
sufficient; then, proving o-convergence should be the essence of the analysis. This
is why this work chooses o-convergence as the technique chosen for the analyses.
The o-convergence analysis, different from B-convergence analysis, simply analyzes
the standard deviation or variance of per capita income between regions. Since this
technique is free of certain assumptions, it is widely accepted that more robust results
are acquired by o-convergence analysis. Thus, through c-convergence analyses, the
deterioration of income distribution between regions can be analyzed in more detail.

Divergence can simply be concluded after analysis of variance of per capita income
of regions as:

VAR (B1,t; B2,t; B3.t; ...... ; Bn,t): is the variance of per capita income at time t
with regions B1, B2...Bn and equals to K ;

VAR (BL,t+1; B2,t+1; B3,t+1; ...... ; Bn,t+1): is the variance of per capita income
at time t+1 with regions B1, B2...Bn and equals to K,

If K, <K it should be concluded that there exists a convergence and in case of

t+1

K., > K it should be concluded that there exists a divergence.

Besides examining convergence, if it exists, cases of club convergence and
polarization should be tested. To perform these more detailed analyses, paired
comparisons should be performed. With this method, ratio of per capita incomes of two
regions at the beginning of the analysis period is compared to the same ratio at the end of
the period. With this analysis, “polarization” phenomena could be detected, if it exists.
Such detection will also prove a condition where there exists more than one steady state
level between regions. In the next step a variance analysis between groups of regions
should be made and in case of detection of higher variance coefficient between groups
than the variance within groups, this will be the proof of within group convergence.

Determining the effects of factors on income distribution is as important as
determining the changes in income distribution. Even though multiple regression
analysis is the widely used technique, it could not be used due to data limitations in this
study. Therefore, in this study factors affecting the income distribution will be analyzed
by using the correlation technique.® In determining a high correlation between variations

3 For general frame of the correlation technique used in this work and for detailed calculations see
Borluk 2014: 115-126.
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in parameters and variations in income distribution, a cause-and-effect relationship
will be concluded.

Income distribution between regions in Turkey: Analysis through the data set

B-convergence analysis for Turkey proves a case of B-divergence. The linear
regression model, with logarithms of 2004 per capita income levels of regions as
dependent variable and average growth rates of regions as independent variable,
shows that there exists a statistically significant and negative B coefficient for the
period 2014-2011.

According to the o analysis conducted for the 2004-2011 period in Turkey , a
deterioration of inter-regional income distribution in Turkey for the period 2004-
2011 is detected as shown in the Graph 2.1. Consequently, both B-convergence and
o-convergence analyses prove the deterioration of inter-regional income distribution
in Turkey for the period 2004-2011.

Graph 2.1. The variance of per capita income of 26 regions(TR 26) in period 2004-2011
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Source: Calculated from TurkStat data.

As the variance of per capita income increases after 2004, it is also detected
that 26 regions group under 8 “convergence clubs” in the analysis period 2004-
2011 (Borluk, 2014: 106-111). As shown in Figure 2.1 there are eight sub-groups
according to their level of income. Income distributions converge between the sub-
group members; while they diverge between subgroups.
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Figure 2.1. Formation of convergence clubs after 2004 and 8 convergence clubs in 2011
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Source: Calculated from TurkStat data

Through the 2004-2011 period, it is observed that the convergence clubs at the
top and bottom of the income scale diverge from each other, which shows a state of
polarization. Another important observation is through the “north west-south east
axis”, convergence clubs’ average incomes decrease (regions are poorer through this
axis). To have such convergence clubs and polarization through the north west-south
east axis is the evidence of fast deterioration in income distribution.

A geographical observation of income distribution is important to understand
the divergence dynamics regarding the inter-regional income distribution. Classes
of 20 per cent of per capita income scale for the period 2004-2011 for Turkey, are
mapped in Figure 2.2:

Figure 2.2. Regions in 20% per capita income classes for 2004 and 2011 (1998 constant prices)

10285 < 21079 <
8105 10284 16741 21078
5924 8104 12402 16740
3744 5923 8064 12401

> 3743 > 8063

Source: Calculated from TurkStat data
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According to maps shown in Figure 2.2, income has moved from mid-Black
sea regions to inner Aegean (inner west Anatolia) regions. Some mid-Black sea
regions which are in 3'd income class* in 2004, have fallen to 4th income class in
2011, while some inner Aegean regions which are in 4th income class in 2004 end up
in 31 income class in 2011.

It can be considered that such a movement of income could be a result of
movement of income generating factors. The movement of population should be
examined likely and the related maps occur as in the Figure 2.3:

Figure 2.3. Regions in 20% population density classes for 2004 and 2011

10.079.808 < 12.013.711 <
7.424.598 | 10.079.807 8.792.650 | 12.013.710
4.769.388 7.424.597 5.571.589 8.792.649
2.114.178 4.769.387 2.350.528 5.571.588

> 2.114.177 > 2.350.527

Source: Calculated from TurkStat data

There has also been a change in population densities of regions in the analysis
period 2004-2011. Mainly the population densities of mid-Anatolian regions seem to
diminish. From this observation it can be concluded that there has been a population
movement to the west. However, unlike income movement analyses, no regions
move to the upper class. Both movements of income and population are in east to
west direction.

Income distribution between regions in Turkey: Examination of the divergence/
convergence dynamics

There are significant and fundamental geographic and structural differences between
regions of Turkey. Geographically Turkey is surrounded by Europe in the North West,
Asia in the East, and Middle East in the South West. Even Turkey is geographically
a peninsula with long coasts in the South, West and North, historically; sea trade is
concentrated on the West coast. In the north, Turkey is close to Russia, one of the most

4 Income classes are determined by dividing income scale to 5 equal levels and distributing 26 re-
gions to consequent levels, according to their per capita income.
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powerful economies of Asia. South and South East borders of Turkey are gates to the
Middle East, which is the center of political instabilities. Structural characteristics of
regions of Turkey are shaped by the closest cross-border neighbors. In the west, on
the one hand, there are more investor, competitor and dynamic regions; on the other
hand to the south east, there are there are more agricultural regions. Characteristics
of the regions are shaped by their geographical position (Acemoglu et al, 2001).

For Turkey, as analyses state an inter-regional income divergence between
years 2004-2011, new questions about the reasons for this divergence arise. For
these questions, the literature mainly refers to some factors that can be grouped as
demographic, economic and socio-economic factors.

Demographic factors

The impact of such demographic factors as population movements on the distribution
of income appears in two ways. The first impact will obviously be on per capita
income. As population increases, ceteris paribus, income per capita decreases. So,
if the population of the region with low income increases, convergence will occur in
the distribution of income.

But according to Barro (1996), Chen and Fleisher (1996) and Sala-i-Martin
(2002), emphasizing the generative effect of income of the population, if the
income level grows faster than the population, ceteris paribus, per capita income
will increase. This will reproduce a divergence between the inter-regional income
distributions.” These findings may be tested with correlations analysis:

First, there exists a strong correlation, around 93.6 per cent, between distribution
of income and distribution of population between regions (Borluk, 2014: 117).

Second, the correlation between inter-regional distribution of income and
regional migration share is weak and is around 18.1 per cent (Borluk, 2014: 117).

5 With the acceptance of the general admission that states the migration directed by search for bet-
ter living conditions and higher income, a migration flow to the high income regions is also an
expected situation. This indicates that migration is a divergence dynamic on distribution of income.
As one of the demographic factors, in this chapter, migration is not as important as considered in
the literature. This is because the main migration flows in Turkey occurred in 1945-2000 period.
The reasons for migration may differ from time to time but the results were always the same from
the perspective of income distribution. In the years of main migration flows, per capita income of
the region first decreases as migration is received. Afterwards, per capita income rapidly increases
as the new part of the population contributes to the economy of the region. With the acceptance of
higher income regions are the targets of migration flows: migration first improves the distribution
of income between regions and then rapidly deteriorates. Since the focus of this chapter is the 2004-
2011 period, the impact of migration is relatively smaller than it was in the period 1945-2000.
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As can easily be observed in Graph 2.2., there is a very strong relation between
income distribution and regional population shares.

Graph 2.2. Relation between distribution of income and population
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Economic factors

One of main concerns of the literature is the effect of macro-economic issues on
distribution of income. According to Kuznetz (1955), distribution of income
deteriorates at the beginning of the growth process while it improves in further
phases. But it is hard to determine the “beginning point”. It can only be defined when
fundamental changes occur in the economic structure, as when ex-soviet economies
turned into liberal economies in the early 1990s.

The correlation analysis between economic growth and distribution of income
also reveals that there is no strong relation between macro-economic performance
and distribution of income. The correlation coefficient for the period 2004-2011 is
-0.14. According to this coefficient the relation between growth performance and
distribution of income is weak.

However these two parameters are not entirely unrelated. Significant
deteriorations have been observed in consecutive years of great stagnation. In Turkey,
after the biggest stagnation years 1980-1994-2009, distribution of income deteriorated
5, 15 and 15 per cent respectively. No such relationships are observed after the great
years of stagnation or even years of growth (Borluk, 2014:124 - 126).
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However, an important work of Fields et al. (2015), combines macro-economic
performance, convergence and income class polarization. In their work on three Latin
American countries, it is observed that as the economy stagnates, higher income
classes lose less than other classes. Also as the economy performs at higher growth
rates, again higher classes earn more than other classes (Fields et al. 2015: 103—128).

The relation which cannot be observed between macro-economic performance
and distribution of income among regions can be observed between income
generating factors such as capital and labor. Since inter-regional capital accumulation
per capita can only be increased by new investments, inter-regional distribution of
total investment within the country should be included in the analyses. Further, with
productivity enhancement effects of the investments, it could be possible to reach
multiple results with one main parameter analysis.

In the period on which this study is focused, the correlation between variance of
shares from total investments (per capita) of regions and variance of per capita incomes
accounted as 87.5 per cent, which shows a strong relation (Borluk, 2014: 117).

In Graph 2.3 the relation between distribution of income among regions and
distribution of total capital investment is shown. For income, per capita income
parameter is used. For distribution of capital investment, regions’ per capita capital
investment is used as a relative parameter.

Graph 2.3. Relation between distribution of income and capital investment
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In the process of income generation, the motive to earn income and circumstances
of the income generation process are as important as possessing income generating
factors. A region’s openness to international trade forces that region to be more
competitive and thus productive. This gives advantage to the region. From this
point of view, it would be accurate to accept the openness to international trade as
one of the dynamics of distribution of income. Baldwin et al (1998), Barro (1996)
and Slaughter (1997), in their work, underlined the importance of openness to
international trade on distribution of income in favor of related regions. Consistent
with these works and other related literature, for Turkey in the 2004-2011 period,
one of the most important factors that affect inter-regional distribution of income is
the region-based export per capita parameter. The correlation between variance of
per capita income and variance of per capita export value is calculated as 82.5 per
cent. The relation between income distribution and foreign trade is shown in Graph
2.4. To represent openness to foreign trade, regions’ per capita export parameter is
used as a relative parameter.

Graph 2.4. Relation between distribution of income and per capita export
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The sectoral share affects the level of income. The agricultural sector, which
is also referred to as a traditional sector, generates the lowest value added per unit
cost. Then follows industrial and service sectors. The difference between sectoral
concentrations of regions has a determinative effect on inter-regional distribution
of income. The same correlation analyses were made on regions’ overall industrial
and service ‘sectoral share dispersion’ with regions’ shares in total value added and
resulted with a high correlation coefficient. However, correlation between regions’
shares in total value added and agricultural sector share dispersion among regions
resulted in a negative and weak coefficient.
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Inter-regional distribution of income convergence/divergence analyses reaches
a conclusion that the primary factor that affects distribution of income is the ‘capacity
of value added generation’ of the sector which is concentrated in the region. As the
sectors which generate relatively high value added concentrate in one region, that
region’s per capita income tends to increase. With sectoral concentration, distribution
ofincome is deteriorating in favor of urban areas over rural areas. With the acceptance
that initial income levels in urban areas are higher than income levels in rural areas,
sectoral concentration is a divergence dynamics. Also analyses conclude that income
effect of agricultural sector concentration is too low.

Socio-economic factors

Employment and unemployment are the foremost important socio-economic factors
that affect inter-regional distribution of income. The correlation between variance of
per capita income and dispersion of employment shares of regions is very high, with
a coefficient of 92.9 per cent® . This correlation coefficient shows that the employment
shares of the regions have a very important role in inter-regional distribution of
income. As it can be observed from Graph 2.5 inter-regional income is strongly
affected by employment shares of regions.

Graph 2.5. Inter regional income distribution vs. dispersion of employment shares
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If such an analysis is made for unemployment, consistent results emerge.
However, these results need to be examined more carefully. Unemployment, as
opposed to other factors, has other dynamics. First of all, unemployment rates are

6 For the frame of this analysis, see Borluk 2014: 115-119.
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expected to be higher in immigration inflow regions. This is because immigration
is motived by higher income expectations. However, immigrants are at great
disadvantage as they first arrive in a new region. Since, in general, immigrants have
lower human capital; they run a higher risk of unemployment. Immigration flow
is expected towards regions with high income levels and wide employment areas.
However, in regions where value added production capacity is high, physical capital
productivity is also high. This diminishes the demand for labor with lower human
capital and increases the demand for labor with higher human capital. Such a situation
will significantly limit the migrants’ employment opportunities.

It is hard to state general rules for unemployment and distribution of income
analyses. It should be underlined that a lower unemployment rate does not lead to
higher income levels and also higher unemployment rates do not mean lower income
levels. This is same for the case of Turkey as well. The analyses of correlation
between variance of inter-regional unemployment rates and variance of per capita
income, results in a -81 per cent coefficient. This means as distribution of income
deteriorates, unemployment rates of regions become closer to each other.

The convergence of unemployment rates of regions may slow the deterioration
of distribution of income. It may also be a disadvantage for the lower income regions.
As unemployment rates in lower income regions converge to unemployment rates of
higher income regions the income divergence process goes faster.

In Graph 2.6 it is obvious that in period 2004-2011, variance of per capita
income and variance of unemployment rates of regions move opposite direction. For
most years, as per capita income diverges, unemployment rates converge.

Graph 2.6. Inter regional income distribution vs. variance of unemployment rates
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From the graph it can easily be observed that as unemployment rates converge
among regions, per capita income levels diverge. As unemployment rates converge
the effects of other factors diminish and distribution of income deteriorates in favor
of regions with higher initial income and higher population.

For example, consider a hypothetical case of two regions with similar
unemployment rates, but with a ratio of 1:10 of the population. The volume of
employment will be 10 times higher in the populous region, which will lead to
divergence in income distribution in favor of populous region.

Conclusion

In this study, convergence/divergence of inter-regional income distribution is
analyzed in Turkey for the period 2004-2011. In a manner consistent with the
literature and for the given period, first f convergence is proven and then the analysis
performed via ¢ divergence showed that the distribution of inter-regional income
in Turkey is significantly and quickly distorted. Thus, a divergence in income
distribution is detected in Turkey. Factors affecting the distribution of income
between regions in Turkey are examined by the method of the correlations. Under
every title, the correlation analysis shows a strong relation between inter-regional
income distribution and the determined dynamics.

Examination of divergence dynamics built on paired correlation analyses.
Correlation between the change of the inter-regional distribution of the population
and the change of the inter-regional income distribution is calculated as 96 per cent,
which means that the population is one of the most important determinants of inter-
regional income distribution. Similarly, correlation between the two parameters, as
inter-regional per capita investment with foreign trade volume and interregional
distribution of income is also up over 80 per cent. This correlation coefficient shows
a strong relation between inter-regional income distribution and openness to foreign
trade. The correlation between the interregional differentiation of income and
interregional differentiation of employment is detected at the level of 92 per cent,
which also means that like population, employment is one of the most important
determinants of inter-regional income distribution.

For the improvement of inter-regional income distribution, unemployment rates
should be lower in low income regions. However, the analysis performed shows that
the unemployment rates for the period 2004-2011 are approaching each other and
thus, is accelerating the divergence phenomenon.

Income distribution in agricultural regions, producing low value added, are
disadvantageous compared to income distribution in industrial and services regions
producing high value-added services. According to endogenous growth models,
income generating factors are shifting to the West with increase of the population.
Thus, income distribution is deteriorated on the West-East axis. Westward movements
of the population and the income generating factors have revealed the polarization
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phenomenon in income distribution, which creates a divergence on Northern West-
South-East axis. The divergence is due to the different level of success of regional
economic policies. For example, regions that develop with a trade port grow faster
than regions that do not have this advantage. Ceteris paribus, the higher the region’s
initial income per capita, the higher the growth performance. In this study it is found
that inter-regional income distribution in Turkey has diverged during the period
2004-2011. As long as divergence dynamics do not reverse, further deterioration of
the income distribution can be predictable.
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3 Lithuanian youth integration into labour
market

Problems and solutions

Ausra Repeckiene™ and Renata Zvireliene™

Abstract

The labour market situation in recent years showed an increasing scope of youth unemployment
that exceeds the overall unemployment level; however it varies from one region of the
world to another. In the last years, the youth unemployment rate in the European Union and
Lithuania has been unacceptably high; increasing long-term unemployment of the youth is
a particular cause for concern. In Lithuania, the problem of youth involvement in the labour
market has been analysed since the restoration of independence, as the market situation has
been deteriorating and unemployment increasing yearly. The youth unemployment problem
became especially acute in the years of recession, when in 2011 every tenth individual
aged 15-24 was unemployed. The paper examines the trends of the youth situation in the
Lithuanian labour market and measures and initiatives applied by various institutions of the
country to promote youth employment (e.g. entrepreneurship), and presents the findings of
the empirical research carried out to analyse the obstacles for the young people to become
engaged in entrepreneurship.

Keywords: youth, unemployment, integration to labour market, entrepreneurship, Lithuania.

Introduction

The issues of youth integration in the labour market have always been an object of
scientific and political debates; however they have gained special significance in the
recent decades, when the decreasing trend of the youth participation in the labour
market has been observed and it has been taking longer for the young people to
find jobs after completing training or graduation or they have been finding it more
difficult to find permanent and well paid jobs.
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The economic crisis that started as a financial crisis (in 2007-08) and the
ensuing recession affected the economies of countries globally and the productivity
and employment of the labour force. In particular the impact of the crisis was felt
among the weakest segment of the labour force — young people' , whose employment
prior to the crisis (2002—07) displayed the globally decreasing trends of youth
unemployment. In many countries of the world, youth unemployment remained
many times higher than that of other age groups. As global statistical data show,
in 2010 youth unemployment reached the level of 2005-12.7 per cent, and in 2011
it was 12.6 per cent; in the meantime, the overall and adult unemployment level
was substantially lower, i.e. 4.6 per cent and 6.1 per cent in 2010 and 4.5 per cent
and 6.0 per cent in 2011 respectively (ILO, 2012: 33). The youth unemployment
rate in 2012 was estimated at 18.1 per cent and represented the highest level in
advanced economies in the past two decades (ILO, 2013: 10). The global level of
youth unemployment does not tend to decrease and it is forecast that it would remain
high until 2018 (in 2015-17, 12.7 per cent; in 2018, 12.8 per cent) (ILO, 2015: 107).

In the European Union, youth unemployment had already reached a critical level.
In 2008-12, the highest level of unemployment over the last decade was recorded
in at least ten of the EU countries, including the Euro zone. According to the data
provided by Eurostat, the highest rate of unemployment among young people in 2011
was recorded in Spain at 46.4 per cent, followed by Greece — 44.4 per cent, Slovak
Republic — 33.5 per cent, and Lithuania — 32.9 per cent. In the neighbouring countries
of the Baltic Sea region, the youth unemployment rates were as follows: Latvia—31.1
per cent, Estonia — 22.3 per cent, and Poland — 28.8 per cent. In 2011, more than 50
per cent of the young unemployed in the Czech Republic, Spain, Slovenia, Estonia
and in other EU member states could not find jobs longer than 6 months. In the second
quarter of 2012, more than half of the economically active youth population in Greece
and Spain were unemployed (ILO, 2013: 11).

Although the EU labour market seems to be recovering, the newly created jobs
are not sufficient, while the youth unemployment rate remains high and often exceeds
the adult or overall unemployment rate. The youth unemployment rate that had been
rising since the beginning of crisis decreased to 22.2 per cent in EU-28, and to 19.3
per cent in Lithuania in 2014; however it still remained rather high compared to the
period of 2005-2007, when the youth unemployment had reached the minimal level
of 15.2 per cent (Eurostat, 2015). Thus the risk associated with youth unemployment
remains high, seeing as this group is defined as the most unsecure group that is
sensitive to labour market segmentation, may experience long-term unemployment
or belong to the most vulnerable NEET social group, that is, neither in Education,
Employment, or Training (European Commission, 2012a).

Youth unemployment has a considerable negative economic and social
impact on both the public and young people (their careers and quality of living, job

1 According to Eurostat, young people are considered to be those aged 15-24.
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satisfaction), and eventually limits economic growth opportunities of the country
and region. In order to remain competitive, Europe should increase the share of
qualified labour; therefore, its welfare largely depends on its youth.

Seeking to retain the potential of economic growth and to neutralise the
negative demographic and social changes, as well as in consideration of the
recommendations of the Council of the European Union, Lithuania must solve
problems associated with the labour market, which includes: reducing the high level
of poorly qualified employees and long-term unemployment; changing legislation
pertaining to employment law and the social benefits system that impedes the growth
of employment; enhancing the possibilities for young people to find jobs through
improvement of implementation and effectiveness of apprenticeship schemes; and
solving the constant mismatch of the demand and supply of competencies (European
Commission, 2014: 9; European Commission, 2012b).

In consideration of the fact that youth unemployment remains rather high in
Lithuania, whereas the Council of the European Union, after assessing the national
reform programmes of Lithuania for 2012-15, recommended for Lithuania to
strengthen the integration of able-bodied young people into the labour market, the
authors of this chapter analyse the trends of the youth position in the Lithuanian labour
market. This chapter examines the measures and initiatives employed by various
institutions of the country to promote youth occupation (e.g. entrepreneurship) and
present the findings of the empirical research analysing the obstacles for the young
people to engage in entrepreneurship.

Trends of the youth position in the Lithuanian labour market

Research into the problem of unemployment in Lithuania commenced only after the
country regained its independence (1990), as the number of unemployed individuals
started growing each year and the national economy faced consequences of the
transition from a planned to a market economy responding to challenges of both
internal and external environment: collapse of the Soviet economic system; Russia’s
financial crisis; requirements for integration into the common market of the EU, etc.
(Pocius, Okuneviciiité-Neverauskiené, 2005: 30; Kuodis, 2008: 97).

In the countries of Central and Eastern Europe, which have undergone changes,
the impact of the transition changed two main labour market outcomes: the level
and structure of employment, and the level and distribution of wages (Rashid, et
al., 2005: 61). During the transition period, unemployment rates were high (usually
exceeding 10 per cent and in some cases reaching 20 per cent) and persistent in
transition countries, particularly in Poland, Bulgaria, the Slovak Republic, and
Lithuania. According to statistical data, the average yearly registered unemployment
rate was 3.8 per cent in 1994, and in 2001 it increased to 12.5 per cent (Statistics
Lithuania, 2004).
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The deteriorating condition of the labour market revealed a burning issue:
growing unemployment among youth, i.e. employable people aged 15-24. In 2003,
the youth unemployment rate amounted to 24.8 per cent and was almost twice as
high as the general unemployment rate in the country (see Table 3.1) (Statistics
Lithuania, 2004). In their analysis of the development of the Lithuanian labour
causes of unemployment: lack of qualification and work experience, rapid change
in the economic infrastructure, low labour compensation, increased requirements
for product quality, company bankruptcies, imperfect legal framework, etc. This
prompted many young people to move to the Western European countries seeking
illegal employment (before Lithuania’s accession to the EU in 2004).

In 1997-2003, after more than 100,000 young people of employable age left
the country’s labour market, the activity of youth in the labour market dropped
from 49 per cent (1997) to 30 per cent (2003) (Statistics Lithuania, 2000; 2004).
Such reduction in the labour force was (and remains until now) detrimental for the
Lithuanian labour market.

Lithuania’s economy was consolidating after the country became a full-fledged
Member State of the EU and started to receive financial support from the Community:
in 2004-07 the national GDP grew on an average by 8 per cent annually, while
inflation was relatively low at 3.3 per cent (Kuodis, 2008: 103). At the stage of
the economic upturn, the rapidly growing Lithuanian economy formed favourable
conditions for boosting employment and reducing the unemployment rate of young
people (see Table 3.1). The youth employment rate was 21.1 per cent in 2005 and
increased to 26.7 per cent in 2008 (Statistics Lithuania, 2007).

In 2003-07, with the country’s economy rapidly recovering and continuing
emigration for employment and education purposes, the number of vacant jobs was
increasingly growing, while the number of unemployed individuals and the rate
of unemployment were decreasing. The unemployment rate decreased from 12.5
per cent in 2003 to 4.4 per cent in 2007 (Statistics Lithuania, 2008), although the
youth unemployment rate exceeded the general level (see Table 3.1). Since many
young people emigrated from Lithuania during the period under consideration, their
unemployment rate dropped to 8.2 per cent in 2007, while in 2009 it reached 9.8 per
cent and 24.8 per cent in 2003 (Statistics Lithuania, 2008).
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Table 3.1 Employment indicators of Lithuanian youth and people of employable age (per cent)

Indicators ’ 2000‘ 2001‘ 2002‘ 2003‘ 2004‘ 2005‘ 2006‘ 2007‘ 2008‘ 2009‘ 2010‘ 2011’2012‘2013‘2014
Aged 15-24

Activity rate 36.3] 32.6] 30.7] 30.0] 26.2] 25.0] 26.3] 27.4] 30.8] 30.3 | 29.6] 29.4 [29.3]31.5[34.2

Unemployment 26.7/21.9/ 19.3

30.0[ 31.1) 23.0] 24.8| 22.5| 15.7) 9.8] 8.2| 13.4{29.2| 35.1] 32.9
rate

Employment rate | 25.4| 22.5| 23.6| 22.6| 20.3| 21.1| 23.7| 25.2| 26.7| 21.5 | 19.2| 19.7 | 21.5|24.6|27.6

Aged 15-64

Activity rate 70.5] 69.4| 69.3] 69.7] 69.0] 68.3| 67.4] 67.9] 68.4/ 69.8 | 70.5| 72.0 | 71.8|72.4{73.7

Unemployment 13.6/12.0] 10.9
16.7) 17.6| 14.0 12.5| 11.5 8.4 5.7 44| 59 139 | 18.1] 15.6
rate

Employment rate | 58.7| 57.2| 59.6| 60.9] 61.1| 62.6] 63.6| 64.9| 64.3| 60.1 | 57.8| 60.7 |62.0]63.7| 52.6

Source : Statistics Lithuania

The national economy was exposed to new threats, including the real estate
bubble that burst in 2008, aggravation of the situation in the energy sector, budget
crisis, and the global economic crisis (Kuodis, 2008: 104). The last months of 2008
were characterised by sharp and rapid unemployment growth, causing a decrease in
the employment rate of all age groups, with the employment rate among young people
dropping below the employment rate of the older population (Lithuanian Labour
Exchange, 2008). The employment rate of people aged 15-24 decreased from 26.7
per cent (in 2008) to 21.5 per cent (in 2009), while the employment rate of people
aged 15-64 dropped by 4.2 percentage points in 2009 (Statistics Lithuania, 2009).

In 2009, every twelfth person at the age of 15-74 was unemployed. The
unemployment rate increased to 13.7 per cent in 2009 and was 2.4 times higher than that
in 2008. Finding a job became an increasingly difficult task for young people without
working experience; which in turn contributed to the increase in the unemployment rate
which reached 29.2 per cent. In 2009, every eleventh young person was unemployed,
while in 2008 the same applied to every twenty-fourth person (Statistics Lithuania, 2010).

In 2010 the employment rate of the population was dropping, the numbers of
employed people decreased. In 2010 the youth employment rate was 19.2 per cent (57.8 per
cent and 48.6 per cent among the groups of people aged 15-64 and 55-64, respectively),
and decreased by 2.3 percentage points over a year (Statistics Lithuania, 2011).

In 2011 statistics showed a high youth unemployment rate, which amounted to 32.9
per cent (compared to the general unemployment rate of 15.4 per cent for the country’s
population at the age of 15 and above). The unemployment rate among young men of this
age group reached 34.6 per cent, and for young women was 30.4 per cent. In rural areas,
the unemployment rate of people at the age of 15-24 was higher than in urban areas and
amounted to 40.9 per cent (compared to 27.6 per cent in urban areas).
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Pursuant to the data of the Statistics Lithuania, the number of people at the age
of 15-24 employed in the national economy in the first quarter of 2012 was 88,900,
which indicates that the numbers dropped by 900 compared to the fourth quarter of
2011. In the first quarter of 2012, the youth employment rate amounted to 19.8 per
cent, i.e. over a quarter it increased by 0.4 per cent. In the first quarter of 2012, every
fifth person aged 15-24 was employed. Youth unemployment rate in the country
decreased by 3.3 per cent, compared to the fourth quarter of 2011, and amounted to
28.7 per cent (see Figure 3.1).

Figure 3.1. Unemployment rate in 2011-2012 by quarters (per cent) in Lithuania
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Source: Statistics Lithuania

In the first quarter of 2012 there were 359,000 unemployed persons aged 15—
24. Compared to the fourth quarter of 2011, their number decreased by 6,300 (14.9
per cent). Therefore, each thirteenth person was unemployed. Over that quarter
324,900 (72.2 per cent) of young people were economically inactive. Out of them,
92.4 per cent were studying in a higher, professional, or general education institution
(Statistics Lithuania, 2013).

Inrecent years, youth unemployment has been decreasing, and in 2013 registered
unemployed people of this age group represented 21.9 per cent, i.e. less by 4.8 per
cent compared to 2012. In 2014, youth unemployment has been further decreasing —
19.3 per cent of employable people aged 15-24 had no jobs. In 2014, every fifteenth,
and in 2013 — every fourteenth individual aged 15-24 were unemployed (Statistics
Lithuania, 2015).
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Measures and initiatives reducing youth unemployment in Lithuania

To increase the employment of youth and reduce youth unemployment caused by
the economic crisis in Lithuania, implementation of various measures and initiatives
was started and coordinated during the crisis and afterwards by various institutions
of the country, such as the Government of the Republic of Lithuania and Lithuanian
Labour Exchange, and public enterprises (for example, Enterprise Lithuania),
organisations of business employers and non-governmental organisations.

In March 2012, the Government of the Republic of Lithuania approved
measures to promote youth employment, focusing on how to reach the balance
between the supply of the education system and the demand in the labour market;
develop working skills of young people in the education system; support young
people to start a business; effectively use active labour market measures; and more
flexibly regulate industrial relations and cooperation between public institutions and
NGOs in boosting youth employment (European Parliament, 2013).

In response to the recession gaining momentum in the country, amendments to
the Law on Support to Employment were adopted in 2009, paying much attention
to the employment policy instrument — measures of active labour market policy
(ALMP). At that time, no special ALMP measures were planned for the young people
of Lithuania as a target group as was done in some of the European countries (e.g.
UK, Malta, Iceland, Belgium, Netherlands and Austria) (European Commission,
2011: 18). Despite this, the Lithuanian Labour Exchange provides for all people
of working age, including youth, various labour market services (provision of
information and counselling, and employment mediation) and implements labour
market active policy programmes, such as: vocational training (as well re-training
or skills improvement programmes); supported employment (for example, public
works); subsidised employment; support for the acquisition of professional skills;
support for job creation; promotion of subsidised employment; and support for self-
employment (Lithuanian Labour Exchange, 2010).

The dynamics of youth employment and participation in the active measures of
the labour market are presented in Figures 3.2 and 3.3. As shown by the statistical
data of Lithuania, as of 2009, twice as many young people have been referred to the
measures of active labour market than in 2008 (11,200 and 4,900 respectively in 2009
and 2008). It is evident that the youth involvement in the programmes coordinated
by the Lithuanian Labour Exchange increases yearly.
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Figure 3.2. Employment and participation in ALMP of young people (16-24) in 2008-
2014 in Lithuania
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In2011,9,700youngpeopleunder25 werereferred tothemeasures ofactive labour
market, in 2012 — 11,900 and in 2013 — 12,600 (Lithuanian Labour Exchange, 2014).

Figure 3.3. Employment and participation in ALMP measures of young people (16-29)
in 2011-2014 in Lithuania
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Seeking to utilise the youth potential more actively and to help young people

join and establish themselves in the labour market, youth unemployment reduction
was declared to be one of the priorities of the Government of the Republic of
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Lithuania for 2014. During 2014, 21,000 young unemployed people under 29 were
referred to ALMP programmes (19,300 in 2013); 13,000 were under 25 (12,600 in
2013). Most of the young people under 29 are employed through grants and they
also take an active part in other ALMP programmes, i.e. measures for promotion
of vocational training or acquisition of working skills. From the analysis of self-
employment of youth in recent years, it can be seen that mostly young people engage
in individual activities under a business license. In 2014, 7,500 unemployed young
people under the age of 29 obtained business licenses, in 2013 — 6,500; among
them, those younger than 25 comprised 4,800 (4,200 in 2013) (Lithuanian Labour
Exchange, 2015). Although in 2014 the number of young people aged 16-29 who
were referred to the ALMP measures went up to 21,000 (14,600 in 2011), the number
of the employed young people (16-29) decreased: in 2011, 70,600 young people
found jobs, in 2014 — 60,500. Nonetheless, the share of the young people (ages
16-29) employed and referred to the ALMP measures within the total registered
population aged 1629 remained very similar and comprised 84.8 per cent in 2011
and 84.7 per cent in 2014 respectively.

Lithuania also runs EU funded projects to help young people gain necessary skills
in a workplace, provides assistance for the first job, and subsidised employment. One
of these is a project titled “Be Active in the Labour Market” that was successfully
implemented from 15 July 2010 until 31 January 2012 by the Lithuanian Labour
Exchange. Within the framework of this project, almost 3,000 people were sent
to participate in the measure supporting the acquisition of working skills and over
3,000 young people were employed under the subsidised employment measure?
(European Parliament, 2013).

Another project titled “Boosting Youth Employment” was launched on 1 August
2012. Funded by the European Social Fund, the project was aimed at strengthening
the competitiveness of young people in the labour market, as well as promoting
employment by compensating employers for a part of the costs incurred when
employing young people. The project encompasses subsidised employment and
support for working skills acquisition. Employers who employ young people for the
purpose of acquiring working skills receive a subsidy to compensate for the wages
paid to each employed person and the insurer’s compulsory state social insurance
contributions calculated from these wages (European Parliament, 2013).

The other measure, which lasted from 1 July 2010 until 31 July 2012, supported
employers hiring young people employed under a contract for the first time,
including reduction of social insurance contributions from 31 per cent to 7.7 per
cent and exemptions from pension insurance premiums. As of 1 August 2012, a new
form of support was introduced, in which compensation for a part of wages is paid.
This means that employers have to pay all social insurance contributions, including

2 Over 5,000 people or 83 per cent of project participants were employed under the first measure.
Around 6,000,000 euros of the European Social Fund was used to run the project.
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pension insurance premiums, for their employees but they receive compensation for
a fixed share of wages paid (European Parliament, 2013).

To improve young people’s access to the labour market, Lithuania also applies
high quality industrial placements and traineeships during education and enables
learning in the workplace (Seimas of the Republic of Lithuania, 2014).

It is important to note that in 2013 the National Youth Policy Development
Programme 2011-19 was implemented. This step is important for creating a
harmonious environment as well as preconditions for the development of continuing
youth policy in Lithuania. Further, the Plan Implementing the Youth Guarantee was
also approved in 2013. It aims to ensure that all young people, up to age 29, who are
capable and willing to work receive an offer of employment, continued education,
including the vocational training form of apprenticeship, traineeship or work
placement for the purposes of acquisition of professional skills in the workplace within
four months of leaving school or becoming unemployed (Ministry of Social Security
and Labour, 2014: 14). The main objectives implementing the Youth Guarantees are
to ensure that the education system prepares the necessary specialists and employees
for the labour market, to encourage young people to choose professions that are in
demand in the labour market, and to ensure that the curricula and certificates comply
with the international standards. Seeking to implement this initiative as effectively
as possible, a partner network was built; on 14 January 2014, representatives of
ministries, business, and employer, employee and youth organizations signed a
memorandum of cooperation. It is expected that the fruits of this cooperation will be
seen within a few years.

Entrepreneurship promotion as the way to reduce youth unemployment

Becoming especially acute during and after the crisis, the Lithuanian youth
unemployment problem impelled the Lithuanian employment policymakers to
jointly search for ways to solve this problem. Regardless of various measures
being implemented, from vocational guidance to tax exemptions for the creation of
new jobs, in the opinion of many experts, encouraging young people to engage in
business and thus create jobs for themselves and others is a more effective way to
ensure the creation of new jobs. Entrepreneurship training and promotion policy is
implemented through the priority action direction of the Lithuanian National Reform
Programme (NRP) to improve conditions for business, individual work, and new
job creation and to promote job creation and demand for labour (Gruzevskis and
Blaziene, 2013: 15).

More than 100 million euros have been used for the implementation of
entrepreneurship promotion projects in Lithuania over the financing period 2007—
13 with EU structural funds. The biggest share of the EU funds (70 million euros)
was used to support development of businesses started by young people. Another
14.5 million euros were allocated to the development of competencies ascribed to
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entrepreneurship; slightly more than 6 million euros were spent on tax exemptions; 6.3
million euros were used to finance the starting costs of businesses; entrepreneurship
development through theoretical trainings cost about 5 million euros and practical
trainings cost 4.8 million euros, while the consulting and assistance to start up a
company received 4.5 million euros (Verslo Zinios, 2013).

To promote entrepreneurship in Lithuania, the Entrepreneurship Promotion
Fund was established by the Ministry of Social Security and Labour, the Ministry of
Finance and the private company UAB “Investicijy ir verslo garantijos” (INVEGA).
The objective of this measure is to enable micro and small businesses and individuals
to launch their start-ups with support of a soft loan (up to 25,000 euros) for training
and consulting as well as for drafting and implementing a business plan (European
Parliament, 2013). As many 661 representatives of small businesses received loans
from the Entrepreneurship Promotion Fund during the period of 30 July 2010 —
31 December 2013; 3,699 people (1,959 men and 1,740 women) took part in
trainings and 1,423 new jobs were created through 31 December 2013 (Ministry of
Economy of the Republic of Lithuania, 2014). Retail and wholesale, public catering,
beauty services, short-term rent of machinery, leisure organisation and advertising
companies were the most active in receiving loans from the fund. Compared to other
target groups, young people use this type of assistance actively.

Since 1 September 2012, a new form of legal entity — a small partnership —
has been established which is very convenient and attractive for small and family
businesses, start-ups, and anyone who was previously hesitant to create a start-up
due to fear of high costs and complicated procedures relating to starting a venture.
According to the Centre of Registers, 1,208 small partnerships were set up in
September-December 2012 (European Parliament, 2013).

Implementation of 13 European Union structural measures (for example,
Intellect LT, Intellect LT+, Inoklaster LT+, E-Commerce LT, Invest LT+, Invest LT-2,
Assistant -3 etc.) led to creation of new jobs and keeping old ones. As of 16 January
2013 the projects implemented in this framework led to the creation of 1,641 new
jobs (European Parliament, 2013). With regard to the EU funds used for the youth
entrepreneurship promotion, structural measures of Intelektas LT+ (€46,2 million),
“Integration of job seekers in the labour market” (€20,8 million), Invest LT-2 (15.1
million euros), and Asistentas-3 (€12,2 million) were used the most frequently
(Verslo Zinios, 2013).

Another of the actively used initiatives in Lithuania includes the events
promoting entrepreneurship that are organised annually by Enterprise Lithuania,
which attract a large number of participants, especially 15-29 year olds. The aim
of these events is to develop a positive public approach to business, develop youth
entrepreneurship skills, encourage start-ups and expand corporate activities. In 2012,
64 events were held in five Lithuanian cities (Kaunas, Klaipeda, Panevezys, Alytus
and Vilnius) and were attended by almost 15,000 people with nearly 70,000 watching
live broadcasts on the Internet. Participants in the entrepreneurship promotion
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events receive first business year baskets, which include consultations and training
in marketing, strategic management, negotiating, financing and accountancy, and
office services. In 2012, 1,088 baskets were distributed and 734 companies were set
up (European Parliament, 2013; European Commission, 2013; Ministry of Economy
of the Republic of Lithuania, 2014; European Commission, 2014).

As can be seen, in recent years particular attention has been given in Lithuania
to entrepreneurship promotion, especially targeting youth. Unfortunately, in 2012
the Global Entrepreneurship Monitor revealed that people in Lithuania do not have
sufficient experience to start and run a new and rapidly growing business; they
are incapable of responding quickly and organising the necessary resources for
the business. Moreover, 6 out of 10 residents state that they do not have sufficient
knowledge, skills and experience to set up a new business (Ministry of Economy of
the Republic of Lithuania, 2014). Young people of Lithuania are among the most
proactive in the European Union in terms of dreams or willingness to start up a
business. This is also illustrated by international research data: the entrepreneurship
level in Lithuania is one of the highest in Europe, especially in the youngest (18-24)
age category. However, in reality not a lot of young people start their own business
and it is, therefore, important to analyse the obstacles to young people starting a
business.

Obstacles for the young people of Lithuania to get engaged in entrepreneurship

The roots of entrepreneurship lie within the individual as well as the social culture,
and the decision to start up a business is determined by rather diverse motives
(Stripeikis, 2008: 167). Some of them pertain to the necessity to establish a business
due to negative developments of circumstances (e.g. unemployment), while others
concern the emergence of a business opportunity. Furthermore, the motivation to
engage in business is affected by business initiatives and such factors as the wish to
become rich, striving to be independent, willingness to show one’s abilities, to create
a job for oneself and to implement one’s ideas, and the need for self-realisation
(Pruskus, 2003: 224).

When analysing the post-crisis period, the young people of Lithuania were
forced to start their own businesses by the high youth unemployment rate and were
encouraged by various entrepreneurship promotion programmes and measures.
Moreover, in recent years the possibilities to start a business in Lithuania were
assessed as better than average. Nonetheless, young people still find themselves in a
worse situation in terms of entrepreneurship than the remaining part of the society;
young residents of the country are not overly willing to engage in business, and after
starting it they constantly encounter obstacles.
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Seeking to determine the obstacles for the young people of Lithuania to engage
in entrepreneurship, in 2013, the authors of this chapter carried out research® on the
subject, “Experience of youth involvement/participation in entrepreneurship,” aimed
at discovering the categories of internal and external factors that created barriers for
young people to get engaged in entrepreneurship. The research sample consisted of
1,311 respondents. The target group of the research involved young people aged 21-
24 from 28 higher education institutions of Lithuania, who were final-year students
at the time of research. A survey questionnaire was selected as the method for the
collection of data, and an instrument was compiled — a questionnaire comprising
19 indicators encoding positive and 6 encoding negative meanings, which were
evaluated by the research participants based on their experience.

The research revealed that respondents aged 21-24 who started or developed
their own business had comprised just 6.9 per cent of all employed participants who
took part in the survey. Men tended to start their own business more frequently than
women. [t was established that the majority of the young people (72 per cent) who
participated in the survey had never tried to develop their business and as a result
never encountered obstacles, while those who intended to create or created a business
had experienced difficulties and their number comprised approximately 7 per cent.

The major obstacle when starting/creating a business is fear determined by
internal factors (fears of cultural-psychological origin, lack of entrepreneurship
and business traditions) and external factors (fear of financial risk, obstacles to
information dissemination, expensive infrastructure), which hinder young people
from attaining their objectives and form the inactive behaviour model of the young
people. The lack of self-sufficiency and the lack of the need for self-realisation of
the young people manifest as an irrational force (fear), changing their inner state and
external behaviour — they are not willing to take over the family business or start their
own business. Another important group of obstacles is associated with rationality —
fear of financial risk and information dissemination. Low possibilities and high costs
of obtaining credit for starting a business or credit not being granted were identified
as the factors hindering from starting or developing a business. Moreover, the young
people still noted the lack of information about starting a business and potential
business financing sources as significant obstacles when developing business. Thus,
the measures focused on youth entrepreneurship promotion are not used effectively,
although they are being identified as the strongest element in the entrepreneurship
support system (OECD, 2015: 8; PWC, 2012: 91).

In the media, an opinion often prevails that personal qualities, skills,
competencies and nature of the beginning entrepreneur have more impact on business
start-up than the environmental factors. It turns out that the entrepreneurship of the
Lithuanian youth is “blocked” not just by the lack of entrepreneurship skills and

3 Research was carried out under the project “Research of employment mobility of students” and
financed by the Research Council of Lithuania (Contract No. SIN-12/2012).
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knowledge, but also by the lack of business traditions in the country* . This shows that
the development of entrepreneurship culture among the young people is particularly
important when seeking to help them better understand the role of business people
and to form a positive attitude towards business and entrepreneurship.

However, as the research showed, environmental factors are often the ones that
disrupt and hinder young people from starting the business. Unstable financial and
regulatory policies of the state and lack of information about business establishment
remain the major “external brakes” impeding the business creation and development
by the young people of Lithuania. As long as these are not eliminated, other forms of
entrepreneurship promotion remain a secondary matter.

In summary, it can be stated that in Lithuania the all-encompassing approach to
the development, promotion of and support to the youth entrepreneurship is lacking.
Youth entrepreneurship falls within the scope of two areas of state intervention —
youth policy and entrepreneurship policy — and simultaneously within the field of
activities and interests of several state institutions; as a result, uncertainties and
problems of coordinated action arise. Consequently, institutions in charge of this area
should strive for effectiveness enhancement, and improvement of measurement and
monitoring, while defining and monitoring the indicators that reflect the effectiveness
of the youth entrepreneurship projects, measures and measure combinations in terms
of quality; they should also apply and combine various measures in different stages
of youth entrepreneurship development and use more advanced measures that have
proved their effectiveness in other countries.

Conclusions

Youth unemployment is an acute problem in Lithuania as well as in the European
Union as a whole. Young people, who due to the lack of knowledge, competencies,
financial and social capital, and professional experience find themselves in a worse
position in terms of inclusion in the labour market than the remaining part of the
society, constitute one of the most sensitive groups. Seeking to use the youth potential
more actively and to help young people join and establish themselves in the labour
market, many measures and initiatives for youth unemployment reduction are being
implemented in Lithuania, ranging from vocational guidance to tax exemptions and
the promotion of young people to engage in business and create a job for themselves
and others, thus directly contributing to the solution of the unemployment problem.
Youth entrepreneurship promotion remains one of the priority activity directions of
Lithuania and funds are allocated for that purpose, with the major share of them
representing EU structural aid. After assessing the effectiveness of entrepreneurship
measures being applied, coordination of actions, alignment of entrepreneurship

4 This results from forced membership of Lithuania in the Soviet Union that lasted for 50 years, inef-
fective planned economy and absence of a private sector.
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promotion measures and well-directed focus on promotion of and support for youth
entrepreneurship are required by all of the involved institutions of the country.
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4 Lithuanian women’s situation in the labour
market

Employment, career motives and obstacles
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Abstract

After gaining its independence in 1990, Lithuania made commitments to the European Union
strategies for gender equality. The authors of this paper aim to give the overview on Lithuanian
women’s situation in the labour market by depicting their employment rate in different areas
of activity-education, politics and business — areas that focus on occupational segregation
and gender pay gap. These are important indicators of gender equality in labour market.
The article reviews recent official national and international statistical data, the academic
literature and empirical findings of some research studies. The latter revealed the attitudes
about motives and the main obstacles to female careers in Lithuania. The statistical analysis
and empirical findings indicate that regardless of the increasing female employment rates
and the high level of educational attainment of women, Lithuania’s society still continues to
prioritise a traditional gender system and maintain traditional gender-role stereotypes. Men
dominate in decision-making positions in businesses, educational institutions and politics,
so there are many issues to be discussed and changes to be implemented to achieve equal
representation of women in Lithuania in the future.
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Introduction

Lithuania, as a young democratic state that restored its independence in 1990 and
transitioned to a market economy, has committed to the universal values of democracy,
including a priority on gender equality, which is an important indicator of national
culture and civilisation. Women’s situation in the labour market, specifically, their
employment, income level, career perspectives and obstacles are measured and
addressed with special emphasis on gender equality. As Reigardiené (2004) claims,
gender equality in Lithuania has been perceived as one of the main principles of
democracy based on equality in rights, responsibilities and opportunities in various
life spheres and equal treatment of both sexes. The policy of gender equity formally
aims at achieving an equal share of influence in economics, public life and decision-
making processes.

In Lithuania the development of gender equality policy was accelerated by the
active growth of public women’s organizations (Lithuanian Women Society founded
in 1990; Women’s Information Center founded in 1996) and the commitment to the
European Union (EU) strategies for equality. Lithuania was one of the first post-
Soviet countries to make significant progress in implementing legislation on equal
opportunities between women and men. In 1998 the Law on Equal Opportunities
between Women and Men came into force in Lithuania. In 1999 the Office of
the Equal Opportunities Ombudsmen was established. It has a broad mandate in
implementing gender equality principles, investigating causes and consequences of
gender discrimination, and providing recommendations for legislative improvements
to the state institutions.

The principle of equality between women and men has been reflected in
governmental actions in a variety of fields, particularly in employment and
labour, social protection, education and science, and culture. Increasingly much
attention is given to ensuring equal opportunities of women and men through
different programmes, public initiatives, projects, etc. The most significant national
programmes were approved by the Government of the Republic of Lithuania: the first
National Programme of Equal Opportunities of Women and Men was implemented
in 2003-2004, the second — in 2005-2009 and the third — 2010-2014 periods. The
latter aims to address problems of gender equality in the following areas of priority:
employment, education and science, health-care, environmental protection, national
defence, decision-making, and implementation of EU and international commitments
for gender equality. These successful actions led to the establishment of the European
Institute for Gender Equality in 2010 in Lithuania.

In recent years positive trends in female employment have been observed: the
number of employed women has increased, the enrolment of Lithuanian women in
higher education is higher than the average in the EU, and the number of women
entrepreneurs has been increasing. However, statistical data and surveys (Dromantaité
— Stancikiené¢ and Gineitien¢, 2010:70) indicate that Lithuanian women are not
sufficiently represented in decision-making processes, especially at the municipal
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level, and their skills and leadership (managerial) competences are underestimated
for their potential to make an impact on the country’s finances, business and politics.
Moreover, the patriarchal stereotypes that housework and raising children are better
done by women are still strong in Lithuanian society. Occupational segregation in
labour market and the gender pay gap indicate the inconsistencies between formal
and substantive gender equality in Lithuania.

This paper aims to highlight Lithuanian women’s situation in the labour market
by analysing statistical data on their employment rates in different areas of activity:
education and science, decision — making in political management and business. The
analysis of possible female career obstacles and motives is based on a number of
recent empirical findings.

Lithuanian women’s participation in the labour market

In the following section we provide an overview of the current situation of female
employment in Lithuania in comparison to male employment and the overall EU
situation in 2014, more specifically the EU-28 average. It should be noted that at the
beginning of 2015 the estimated number of women in Lithuania was 1,575 million,
that of men — 1,463 million. The number of women exceeded that of men by 228.7
thousand. Women made up 54 per cent of the total population.

According to data from the Lithuanian Department of Statistics (2014),
women and men are almost equally represented in the labour market. 64.9 per cent
of women and 66.5 per cent of men are employed in 2014. Women’s employment
rate in Lithuania is higher, if compared with many EU member states: in 2014 the
average EU-28 rate was 59.5 per cent. Over a five year period there has been a
positive increase in female employment since the economic recovery after the global
financial and economic crisis in 2008. The employment rate of women in 2010 stood
at 58.7 per cent, in 2011 — 60.2, in 2012 — 61.8, in 2013 — 62.8 per cent.

The activity rate of women aged 15 — 64 stood at 71.6, with that of men at
76.0 per cent. The number of women working part-time made up 10.6 per cent of
all employed women and that of men at 6.5 per cent of all employed men in 2014.
The rate of female employees working part-time is substantially below the EU-28
average, which is 32.2 per cent.

But if we go back to the 2008-2010 period of economic crisis, the situation
was quite different: the GDP of Lithuania shrank by 14.7 per cent and the
unemployment rate was one of the highest in the EU. According to the statistics, in
2008-2010 women’s unemployment rose from 5.6 to 14.4 per cent, whereas men’s
unemployment rate increased from 6.1 to 21.2 per cent. On one hand, as Jankauskaité
(2013) notices, the gender employment gap was narrowed since men’s participation
in the labour market was severely affected in male-dominated export sectors, such as
transportation and manufacturing; on the other hand, women’s conditions in labour
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market were highly affected by reduced funding for social programs, insecurity at
their jobs and psychological stress. The research presented by Sidlauskiené (2010)
proved that employers still consider women as primary caregivers responsible for
family issues; therefore, they often prefer to recruit men.

Currently, the female unemployment rate stands at 9.2 per cent, while that of
men is 12.2 per cent. In a one year period female unemployment decreased by 1.3
percentage points (pp) and that of men — 0.9 pp. The general unemployment rate of
women in Lithuania is below the EU-28 average, which is 10.3 per cent. Long term
unemployment for Lithuanian women in 2014 stood at 4.2 per cent, as compared
with 5.1 per cent of the EU-28 average.

Overall, 71.6 per cent of all Lithuanian women participate (employment and
unemployment rate) in the labour market, higher than the average participation rate
of women in the EU-28, which ranges at 66.5 per cent in 2014.

Women’s participation in education and science

After gaining its independence, Lithuania has been involved in a number of reforms
in the fields of education and science. One of the major achievements is a significant
increase in the number of students in higher education institutions. About 70 per cent
of high school graduates decide to study at college or university and this is one of the
highest indicators globally.

The positive development is that upper secondary education and college/
university attainment of Lithuanian women has improved (Lithuanian Department
of Statistics, 2014). According to the data of Lithuanian Department of Statistics,
the rate of women having completed at least upper secondary education stood at
92.8 per cent. The value also remained above the EU-28 average of 84.7 per cent
and exceeded it by 8.1 pp in 2014. In comparison to men who completed upper
secondary education (90.0 per cent in 2014), women exceeded their share with a
difference of 2.8 pp.

Among all Lithuanian students enrolled in tertiary education in 2014 women
amounted to 68.6 per cent and 47.6 per cent of men. The most active women (aged
at 30-34) in the labour market have completed a degree in tertiary education: they
make up 62.7 per cent, respectively the EU-28 average is 42.0 per cent. Additionally,
the most popular study fields women choose in higher education institutions are
as follows: education, healthcare and welfare, humanities and social sciences. This
engagement in typically female fields of study creates preconditions for professional
segregation in labour market. The researchers (Mikéné, 2012; Purvaneckiené, 2008)
believe that the main reason for this is embedded in gender stereotypes maintained
by the teachers at general education schools. The survey data (Purvaneckiené, 2008)
revealed that pupils internalize the stereotypes held by teachers that individuals with
female traits usually are more suitable for services and subordinate positions, while
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individuals with male traits are better leaders, managers and top level professionals.
The survey of other Lithuanian scholars (Novelskaité and Purvaneckiené, 2011) on
women’s career in natural and technological sciences show that secondary school
female graduates are less motivated to choose technical and natural sciences as their
career path. This is because they usually devalue their own abilities and consider
themselves incapable of studying technical and natural sciences.

Nevertheless, it is worth noting that in 2014 among Lithuanian university
graduates 62.9 per cent of women received Bachelor degrees, 67 per cent earned
Master’s degrees and 59.4 per cent women were awarded PhD degrees. The majority
(87.3 per cent) of teaching staff at general schools in 2014 were women. Women as
teaching staff at universities stood at 52.4 per cent, in colleges — 68.6 per cent. In
research fields women made up 55.1 per cent in 2014. Lithuanian women in research
with a scientific degree amounted to 49.5 per cent. Male researchers with a scientific
degree accounted for a larger proportion in technical (69.8 per cent) and physical
(66.4 per cent) sciences, while female researchers with a scientific degree — in social
sciences and humanities (61 and 59.1 per cent, respectively) and other biomedical
(natural) sciences (55.9 per cent).

However, according to world report “She Figures 2012,” among those engaged
in research activities only 2 per cent of women hold Grade A' in 2010. The biggest
disproportions are observed in the fields of natural sciences, engineering and
technologies where women as researchers with grade A made up only 5 — 11 per cent.

According to the rates of women and men involved in science and research,
Lithuania is one of leading EU countries; however, the number of female scientists
in top managerial and academic positions in Lithuania is disproportionately small.
The survey commissioned by The Office for the Equal Opportunities Ombudsmen in
2013 (Zaléniené et al., 2013) revealed that at Lithuanian universities men dominate
among rectors, vice-rectors, senate members, faculty deans. They have occupied
the positions of heads of departments, institute directors, faculty Council chairmen.
Women, unfortunately, are mostly involved in administrative support staff positions.
Respectively, among academic and research staff women mostly occupy the lowest
positions: lecturers and assistants. Only in line-management positions — vice-deans,
institute directors — the share of women are similar to that of men.

Overall, the presented data demonstrate essential differences of status between
women and men in the Lithuanian academic community which have to be taken into
account when shaping the national education and science policy.

1 In Lithuania a researcher with grade A is doctor habilis with the title of professor; doctor with the
title of professor, or professor without scientific degree (She Figures 2012).
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Women’s participation in politics and decision-making

Women’s participation in political decision-making is one of the priority areas
of Lithuania’s commitment to gender equality. In a democratic country all its
citizens must take part in decision-making and interests of both genders must be
equally represented. It is believed that balanced participation of women and men
in policymaking and in political decision-making is an important indicator of the
level of achievement of the principle of equality between women and men and non-
discrimination on the grounds of sex.

The National Programme of Equal Opportunities of Women and Men 2010-
2014 paid considerable attention to improving, supporting and making possible
Lithuanian women’s representation in political decision-making bodies. The
Programme revealed that women’s participation in political and economic decision-
making was inadequate and that rural women, especially, are not engaged actively
enough in the process of making decisions relevant to the local community.

Despite the Programme’s awareness-raising campaigns and a number of projects
aimed at promotion of women in politics and decision-making supported by European
Social Fund, the engagement of women in political, economic, societal and public
life has increased very slowly and in some areas has even decreased. For example,
the representation of women members of the European Parliament for Lithuania is
insufficient: in 2014 only one woman was elected among 11 representatives in the
European Parliament of Lithuania.

Fortunately, a steady improvement of Lithuanian women’s position in the
national government has been observed. According to the data of Lithuanian
Statistics Department, only 10.6 per cent of women were elected to the national
Parliament (Seimas) in 2000; in 2004 their number increased to 20.6 per cent, in
2008, to 18.4 per cent, and in the last parliamentary elections (2012) 33 women (24
per cent) and 107 men (76 per cent) were elected to the Parliament of the Republic
of Lithuania. Accordingly, the EU-28 average of women in the national parliament
is slightly higher and stands at 29 per cent.

In 2009, Dalia Grybauskaité was the country’s first female elected President
and the first woman re-elected in 2014 for a second term. The Speaker of the
Parliament of Lithuania is also a woman. Currently, there are four women ministers
in the 16th Government of the Republic of Lithuania. Four out of 15 parliamentary
committee and two out of 11 parliamentary commissions are chaired by women. In
the Government of Lithuania women comprise 30 per cent of all ministers, vice-
ministers and advisors to ministers.

At the municipal level of management the situation of women looks less
promising. In 2015 only five women (out of a total of 60 Mayors) became the
Mayors of Lithuania’s municipalities, 13 women were appointed in the position of
Deputy Mayor, with 12 women appointed as municipal administration directors. In
municipal elections in 2015, 365 women (22 per cent) and 1134 men were elected
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to municipal councils. The latest data (in 2015) of the European Commission’s
database on women and men in decision-making indicates that this is below the
EU-28 average: 36 per cent of women participate in local/municipal councils. The
neighbouring Baltic countries Estonia and Latvia also have more favourable statistics
on women in local and municipal councils.

When considering the problems of women’s participation in politics, the
important empirical findings by Lithuanian researchers (Motery Informacijos
Centras, 2009; Socialiniy Inovacijy Fondas, 2014) have to be taken into account.
They carried out several national studies in the period 1994 -2014 with the aim of
identifying changes in the gender situation and attitudes in different life spheres. The
research revealed that the significance of politics among Lithuanians (representative
sample was 1000) is decreasing: in 1990, 13 per cent of women and 12 per cent of
men declared politics as significant area of their lives; in 2014, only 2 per cent of
women and 5 per cent of men indicated politics as a significant area of their lives.
However, the same survey revealed a positive development. There is an increase
in both men and women who believe women should participate more actively in
political decision-making. Thus, the negative attitude towards women involved into
political decision-making decreased in the male sample.

Women in business and entrepreneurship

Women’s involvement in business and entrepreneurship has been globally recognised
as an important potential for economic growth and societal welfare. Women
entrepreneurs create new jobs for themselves and others. Women who occupy key
positions in large financial institutions or on companies’ management boards also
make valuable input into economic decision-making. However, there is a lack of
reliable and consistent statistical and research data on Lithuanian women who are self-
employed with or without employees, own a small/medium business or take executive
management positions in large companies and small and medium enterprises.

According to the European Commission database (2014) on women and men
in key positions in financial institutions at European and national level and in large
companies, Lithuanian women still do not reach the EU-28 average. In Lithuania
women presidents of companies stood at 4 per cent as compared to 7 per cent of the
EU-28 average. Lithuanian female members of the highest decision-making body in
the company (i.e. chairperson, non-executive directors, senior executives, etc.) make
up 17 per cent, while the EU-28 average is 20 per cent.

The official statistics (Lithuanian Department of Statistics) indicates a small
increase in a number of self-employed women. In 2013 they made up 39.3 per cent and
in2014 —41.7 per cent. The data of the statistical office of the European Union Eurostat
confirmedthatthepercentage ofself-employed womenoftotalemploymentisincreasing
in Lithuania: in 2012 it stood at 8.9 per cent, in 2013 and 2014 they were 9.7 and 10.3 per
cent, respectively. However, this is below the EU-28 average (11.7 per cent in 2014).
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A more detailed examination of women’s entrepreneurship in Lithuania is
possible from the statistical overview in the document by the European Commission
“Statistical Data on Women Entrepreneurs in Europe” (2014). This study (2014:7)
defines entrepreneurs “as persons aged 15 years and older who work in their
own business, farm or professional practice to make a profit, and spend time on
the operation of a business, or are in the process of setting up a business. These
entrepreneurs consider the running of their enterprises to be their main activity”.

According to the data of the European Commission, the percentage of
entrepreneurs who are women in Lithuania stands at 40 per cent, and men make up
60 per cent of total entrepreneurs. This ratio is among the highest as compared to
other EU countries. Lithuania takes third place after Liechtenstein and Latvia.

However, the entrepreneurship rate, which expresses the percentage of
entrepreneurs in the total active labour force, indicates that Lithuania is below the
EU-28 average. In these European countries the average is 10 per cent for women
and 19 per cent for men, while in Lithuania this rate is 7 per cent for women and 13
per cent for men. The positive tendency is that in Lithuania the entrepreneurship rate
of women increased slightly in the period 2008-2014.

The analysis of statistical data presented in “Statistical Data on Women
Entrepreneurs in Europe” (2014) revealed some peculiarities of female
entrepreneurship in Lithuania. In 2012 the percentage of part-time female
entrepreneurs in Lithuania stood at 24 per cent, while that of men was only 13 per
cent. The percentage of part-time female entrepreneurs in Lithuania is below the EU-
28 average, but Lithuanian women work more hours per week: the average number
of hours worked per week is 24.1 in Lithuania and 18.1 hour in EU-28. Lithuanian
men more often than women (respectively 18.1 and 11 per cent) choose to run an
enterprise as a second activity and maintain the main job as an employee. This is
quite different from the EU-28 average, with 9 per cent of women and 6.9 per cent
of men.

The differences are also observed in gender segregation in sectors and the level of
earnings (gender pay gap). The sectors of “Wholesale and Retail Trade”, “Real Estate
Activities”, and “Industry” are quite equally represented in the categories of gender.
However, in some sectors there is a strong horizontal occupational segregation. The
“Health and Social Work™ sector, where women made up 85.5 per cent of all persons
employed, remained the most feminine field of activity; in “Accommodation and
Food Service” activities, women made up 80.9, in “Education” — 79.3 per cent in
2014. The most masculine fields of activity — “Construction” (where men made up
90.8 per cent of all persons employed) and “Transportation and Storage” (76.1 per
cent) sectors.

According to annual earnings statistics, in 2014, the average gross monthly
earnings of women in Lithuania were at the level of 85 per cent of those of men. The
gender pay gap in the private sector was bigger than in the public one and stood at
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16.4 per cent (in the public sector — 15.6 per cent). The largest gender pay gap was
recorded in financial and insurance activities (39.9 per cent) and information and
communication (28.8 per cent). Nevertheless, the data of Eurostat on the gender
pay gap in unadjusted form indicate the positive changes in Lithuania since 2007. In
2007 the gender pay gap in Lithuania amounted to 22.6 per cent, and in 2013 it stood
at 13.3 per cent.

The analysis of statistical data demonstrates that, despite Lithuania’s rapid and
progressive advances in entering the EU sphere, with regard to democracy-based
commitments for gender equality and women’s advancement at the legislative and
institutional levels, and the national programs and strategies on equal opportunities
for men and women, still many challenges have to be addressed. The empirical
research findings help to better understand the roots and reasons of the female
situation in the labour market and enrich the statistical overview with knowledge of
societal attitudes and behaviour patterns related to gender equality.

Some research insights on Lithuanian women’s career motives and obstacles

In this section we will give an overview of the recent studies and main empirical
findings about Lithuanian women’s career aspirations in modelling their career path
and the obstacles they meet while entering/re-entering labour market or starting a
business venture. Overall, the inconsistencies between men’s and women’s situations
in the labour market and the reasons for unequal representation in different areas
of activity are mainly related to the gender stereotypes and values that prevail in
Lithuanian society, inefficient measures for reconciliation of work and private life,
the attitudes women maintain towards their own capabilities to be effective in the
labour market.

First, researchers (Urboniené, StaniSauskiené, 2006) argue that women’s
involvement in the labour market and the modelling of their career path greatly
depend on their career motives and expectations. The scientific inquiry, however,
into female career motives in Lithuania is quite scarce and inconsistent. A number
of studies (Cinikiené, 2011; Geciené, 2008) indicates that the most important career
motives for women are the increase of financial capabilities both for them personally
and for their family; second, self-realization and attainment of ambitious professional
goals; and third, gaining independence and the sense of self-satisfaction. Research
on women’s entrepreneurship (Aidis et al, 2007; Andriuta and KartaSova, 2013)
revealed a similar tendency: women in Lithuania decide to start their own business
venture because of low income at the moment, the desire to gain independence from
recent employers and the opportunities to better employ their competencies than just
being an employee.

Since Lithuanian women are underrepresented in politics and decision-making,
researchers focus more on their career barriers and not their motives. However,
Stankevi¢ius (2012) in her Phd thesis “Lithuanian women in the Parliament: Access
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and participation in post-socialist politics " raises the question of why Lithuanian
women decide to run for political office. Her findings from in-depth interviews
with current and former women parliamentarians in 2011 highlight that one of the
essential motives to actively participate in politics was “Lithuania’s independence
and desire to rebuild Lithuania and make it a better place for people to live and be
proud” (Stankevicius, 2012:44). This patriotism was influenced by enthusiasm and
solidarity among Lithuanian citizens and a sense of trust these women experienced:
“People trusted my colleagues and me. This trust made me more passionate about
what I was doing and I always tried to do the best job and do not disappoint people”
(Stankevicius, 2012:45).

The most recent research findings on the changes in men’s and women’s
situations in different activity areas are presented in the report of a researchers’ team
supported by the Social Innovation Fund? (Socialiniy inovacijy fondas, 2014). Their
survey results, obtained in 2014, were compared with the analogical research data
in 1997, 2001 and 2009 carried out by the Women’s Issue Center® . This comparison
of the data disclosed the changes in women’s work-related values: good salary for
women remained the priority and, compared with the earlier periods, its importance
has increased by 17 per cent. The number of women who consider the possibility
of having a career at work to be important value also has increased. Moreover, as
Sidlauskiené et al. (Socialiniy inovacijy fondas, 2014) claim, this value held by
women gained more importance than the value placed on communicating with people
and assisting them. Fortunately, it is observed that both women and men more often
emphasize the possibility of spending more time and attention to their families (29
per cent of women and 15 per cent of men in 1994; 57 per cent of women and 51 per
cent of men in 2014). It implies that traditional gender stereotypes in Lithuania little
by little have given way to a more modern, symmetrical family model where both
partners work and share the workload at home. This positive tendency is observed by
Cinikiené (2011) in a survey with women entrepreneurs who assert that the spouse’s
support, assistance with children and collaboration is the basis of their relationship
in the family. Similarly, the study by AliSauskiené and Purvaneckiené (2009) claim
that the belief about woman’s primary role and responsibility to give birth and raise
children has decreased in both male and female samples.

Still, other traditional gender stereotypes remain strongly embedded in
Lithuanian society and researchers (Bucaité-Vilke, 2012; Tereskinas 2010) identify
the inconsistencies in the distribution of the roles within the family and sharing the
workload at home. The surveys (Stankiiniené et al., 2013) on women’s disadvantaged

2 The Social Innovation Fund is a non-governmental organization, established in Lithuania in 1994
as a charity and support foundation. Website: http://www.Ipf.1t/

3 The Women’s Issue Centre is a Lithuanian non — governmental organization working towards pro-
motion of gender equality, fighting gender-based violence and creating innovative social awareness
raising campaigns. Website: http://www.womensissuescentre.com/
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position in labour market indicate that the Lithuanian population still highly values
women‘s involvement in care work and strongly believes that mothers should devote
themselves to child care during a child’s first years.

Female employability has been increasing, but women still are responsible for
the majority of work at home (Socialiniy inovacijy fondas, 2014; Bucaité-Vilke,
2012). This current situation is similar to the one identified by Geéiené in 2006*
and Purvaneckiené in 2009. Geciené presented the following empirical findings:
the greatest share of homemaking is done by a woman; two-thirds of respondents
claimed that men can find a job position more easily than women. 74.4 per cent
of women respondents agreed that men could find job position easily. More than
a half of respondents (both men and women) believed that women have to work
harder to prove her talents/skills and gain the recognition or awards at workplace.
Correspondingly, Purvaneckiené (2009) observed that 52 per cent of men believed
that men should have priority over women to get job and women should better take
care of the family. Women (61 per cent) disagree that men should be privileged over
women in getting jobs. However, when asked about choosing between work or family,
39 per cent of women gave priority to family. Similarly, men expressed attitudes that
they would prefer a family where women would not work (Purvaneckiené, 2009).

Researchers also support the idea that some obstacles for women career are
internal, i.e. embedded in women’s beliefs and behaviour patterns. They tend to
underestimate themselves once they encounter difficulties in making a career, they
lack tolerance for risk as well as self-confidence and specific, business-related
knowledge and skills. Sidlauskiené (2009) asserts that in the political field Lithuanian
women lack personal interest in active involvement, lack educational background in
political sciences and the solidarity and consensus among women.

Pilinkaite-Sotirovic (2014: 8) comments that Lithuanian society imposes
pressure on individuals through the construction of expectations about what is
“feminine” and “masculine”. Many studies have shown that people, in general view,
entrepreneurship as masculine and perceive entrepreneurship to be a male domain
(Dromantait¢ —Stancikiené and Gineitiené, 2010). Similar perceptions prevail
regarding women’s involvement in “masculine” fields as such politics (Mikéng¢, 2012;
Stankevicius, 2012) or their choices for working in the natural and technological
sciences (Novelskaité, Purvaneckiené, 2011; Zaléniené et al., 2013).

Along with the imbalance between female and male “domains” of activity, surveys
(Dromantaité —Stanéikiené and Gineitiené, 2010; Gegien¢, 2008; Sidlauskiené, 2009)
on gender equality issues in Lithuania identify a number of other external obstacles
for women’s careers. Women experience a lack of support and encouragement
from the family environment. Even at workplaces they encounter an unfriendly
atmosphere: men who take managerial positions tend not to trust women’s abilities

4 The survey results were published in 2008 (see references).
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to lead; women receive fewer hours of on-the-job training than do men. Women
experience discrimination in political party organizations: they are usually at the
end of candidates’ list on elections. However, the greatest challenge for women is
reconciliation of work and family.

As Geciené (2008) states, men more often than women indicate that women
encounter difficulties in finding the right balance between family and work.
Women agree that these difficulties exist, but claim that they are quite successful in
matching these different spheres. In 2013, only 11.3 per cent of men took parental
leave in comparison to 88.7 per cent of women. Women still continue in the role
of primary care givers in the family. As Pilinkaité-Sotirovic (2014:5) observes that
the “demographic decline in Lithuania strengthened paternalistic attitudes towards
care work that strove to protect motherhood by developing favourable child leave
schemes and encouraging mothers to devote themselves to childcare”. Research
(Tereskinas 2011; Sumskaité, 2014) shows that there is a strong correlation of
fatherhood and masculine identity. The role of breadwinner is highly internalised in
Lithuanian men’s perception of fatherhood.

Conclusions and future issues

The indicators of Lithuanian women’s participation in the labour market reveal
positive tendencies, but still there are a number of inconsistencies on gender equality
in different spheres of activity — education and science, politics, businesses — to
be addressed by means of active policies at the legislative and institutional levels,
projects and special measures.

In general, the Lithuanian labour market could be characterized by the high
level of women’s participation and educational attainment. There is a slow positive
development in the numbers of women in tertiary education; however, science and
technology fields remain being male-dominated. Additionally, the share of women is
the smallest at the top of the academic hierarchy and seniority level.

Despite the Lithuanian society’s positive attitude towards women participating
in politics, Lithuanian women are underrepresented in political decision-making.
The most unfavourable situation is at the municipal level. Similarly, the rate of self-
employed women and women in management positions indicate the necessity to take
proactive means for encouraging parental leave, solving reconciliation of work and
family life issues and facilitating women’s return to the labour market after maternity
leave.

The analysis of women’s career motives and obstacles suggests that the
implementationofdifferentformsoftrainingandconsultationisnecessary fordeveloping
women’s entrepreneurship skills, self-confidence and convictions about paternalistic
gender stereotypes. Further, women’s competence and motivation to participate in the
politics and top management positions in different organizations should be prioritised.
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Abstract

This chapter addresses the potential for law to promote employment equity, with a focus
on US legislation and judicial and administrative agency interpretations of those laws.
In the context of the US, labor rights legislation is essential to limit the broad power of
employers under common law. Further, given the weak welfare state in the US, statutes
that provide rights to unionize are essential to enable employees to improve their wages
and working conditions through collective bargaining agreements. The chapter explores the
interdependence of collective and individual rights for creating employment equity at the
individual and group levels. Collective rights protect individuals by spreading group gains in
wages and benefits to all workers, and can help redress historical inequalities against women
and minority groups. Legislative actions and judicial interpretations of US law, however,
reveal contradictory values and attitudes about collective action. While recognizing that
labor law provides fundamental rights to unionize that benefit employees as a class and as
individuals, courts have also interpreted the law in a way that restricts collective rights and
views them, in some cases, as being in opposition to individual interests.

Keywords: labor law; unionization, employment discrimination; collective rights;
individual rights.

Professor of Labor and Employment Law, School of Industrial and Labor Relations, Cornell
University., rll5@cornell.edu

61



Introduction

This chapter addresses the potential for law to promote employment equity, with
a focus on US legislation and judicial and administrative agency interpretations of
those laws. In the context of the US, labor rights legislation is essential to limit the
broad power of employers under common law. Further, given the weak welfare state
in the US, statutes that provide rights to unionize are essential to enable employees
to improve their wages and working conditions through collective bargaining
agreements.

In examining the law, the chapter explores the interdependence of collective and
individual rights for creating employment equity at the individual and group levels.
Collective rights provide the foundation for protecting individuals by spreading
group gains to all workers, including better wages, benefits and working conditions.
A labor movement that adopts a broad democratic agenda for race, gender, and class
equality will also take collective action to redress historical inequalities against
women and minority groups. Legislative actions and judicial interpretations of
US law, however, reveal contradictory values and attitudes about collective action.
While the courts recognize that labor law provides fundamental rights to unionize
that benefit employees as a class and as individuals, they have also interpreted
the law in a way that views collective rights in opposition to individual interests.
Further, employment discrimination law, which should strengthen collective action
to promote employment equity, is often treated as a means of individual career
advancement. Such contradictions, which stem from ideological positions, must be
overcome to make progress toward structural substantive equality.

Social and economic inequality in United States

Widening gap between rich and poor

The widening economic and political inequalities in the US have resulted in an elite
holding the vast majority of wealth and power. In 2010, the top 10 percent in the U.S.
controlled 77 percent of all wealth, leaving the bottom 90 percent with only 23 percent
(Mishel et al., 2012: 376). Even with a start toward economic recovery that same year,
93 percent of the income gains went to the top 1 percent of Americans (Porter, 2012).
Nor did wages improve, as typical employees earned roughly the same wage per hour in
2010 as in 2000 (173). Despite the 69 percent growth in productivity from 1979 to 2011,
median hourly compensation (wages and benefits) grew only 7 percent (Mishel et al.,
2012: 7). The growing inequality in wealth is exacerbated by the weak public welfare
policy in the US, which has been described as a system of “private welfare” due to its
dependence on the employment relationship rather than the state to provide for basic needs
(Munger, 2004: 550-551). This amounts to a public policy that substitutes employment-
related benefits for a governmental obligation to ensure that all individuals have a minimal
level of food, housing, health care, paid sick leave, child care, and paid vacations.
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The widening gulf between rich and poor is, of course, a global phenomenon
with global causal factors. Increased capital mobility in the search for low-wage
workers has shifted manufacturing facilities from high-wage industrialized countries
to low-wage developing countries (Silver, 2003: 137-138, 154-155). In the US,
the loss of these higher paid union jobs and the shift to a largely non-union service
economy also means the loss of social protection through contractual benefits won
in collective bargaining. Further, with the loss of the unionized industrial base,
workers experience greater job insecurity, as employers restructure the employment
relationship to expand the contingent or precarious workforce, including part-
time employees, temporary employees “leased” through employment agencies,
and independent contractors. (Lieberwitz, 2005: 328). The rate of contingent
employment increased dramatically in the 1990s, with estimates that contingent
employees now make up at least 25 to 30 percent of the workforce (de Haas, 1998;
Rodgers, Horowitz, & Wuolo, 2014: 704).

As unemployment rates have grown along with the low-wage, non-union
service economy, poverty rates have increased (Tavernise, 2011). Under the federal
official poverty threshold, 15 percent of the US population is in poverty, comprising
more than 46 million people (Mishel et al., 2012: 420). This rate increased from
12.5 percent in 2007, with a disproportionately negative impact on women and
people of color. African Americans have the highest poverty rate of 27.4 percent,
with Hispanics at 26.6 percent and whites at 9.9 percent (420). Further, many low-
wage workers are poor but do not meet the government’s definition of poverty.
Calculating the numbers in terms of inadequate income to meet basic needs, in 2011,
28 percent of workers earned poverty-level wages of $11.06 or less an hour (432;
Cauthen, 2007, 1). Women, Blacks, and Hispanics significantly more likely to earn
low-wages, including poverty-level wages, than white men ' (Bernstein, Allegretto,
and Mishel, 2006/2007, 9, 329).

The weakened labor movement

Central to explaining the steadily worsening employment conditions in the US is the
loss of unionization, currently at under 7 percent in the private sector. After World
War 11, the 35% private sector unionization rate meant that the government could rely
on the employment system to provide for good wages and benefits through collective
bargaining (Kochan & Shulman, 2007 2). For example, unionized employees “are
18.3% more likely to have health insurance, 22.5% more likely to have pension
coverage, and 3.2% more likely to have paid leave” than non-union workers (Mishel
etal, 2012: 272-273). Further, a high level of union density placed pressure on non-
union employers to provide these levels of wages and benefits to their employees

1 In2011, nearly 25 percent male workers, nearly one-third of women workers, 23.4 percent of white
workers, 36 percent of Black workers and 43.3 percent of Hispanic workers earned poverty-level
wages. (Mishel et al., 2012: 193-194).
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(Charny, 1996: 1607). The steady decline in union density since the 1980s tracks the
decline in wages and benefits to the working class. As the rate of unionization has
fallen, inequality in the distribution of income has increased (Kimball & Mishel, 2015).

Economic inequality increased even in the financially flush period of first
part of the 2000s (Cauthern, 2007: 7). Currently, 25% to 30% of the work force
holds low-wage jobs that keep them in poverty level conditions, with almost half of
minimum-wage jobs in the retail and hospitality industries (1, 9). Further, employers
in the service economy, including retail stores, hospitals, nursing homes, hotels,
and restaurants, have actively resisted employees’ efforts to unionize. The growth
in the contingent work force of part-time and temporary employees makes it even
more difficult to unionize, as employers have created “second-class of subordinate
workers” (Sukert, 2000: 448) in low-wage positions with the greatest level of job
insecurity (Raday, 1999: 418-420).

The labor movement’s role in reducing inequality in wealth and power

High union density is essential to reducing class-based inequalities of power and
wealth. Collective bargaining agreements (CBAs) redistribute wealth and power
through wage increases, benefits, improved working conditions and grievance
procedures. At the same time, greater union density makes the labor movement a
more powerful political force for legislation providing higher wages and benefits
universally. The US labor movement has played an important role in the political
process of enacting legislation that increases the floor of economic rights for all
workers, such as minimum wage increases, health and safety protections, anti-
discrimination laws, universal health care, and more recently, for immigrant rights
(Garden & Leong, 2013: 1205-1207).

A strong labor movement enhances employees’ collective and individual rights
to equity in employment. Unionization creates collective power to improve wages
and employment conditions for the working class through collective bargaining and
legislation that spreads group gains to individual employees. A labor movement
that adopts a broad democratic agenda for race, gender, and class equality will also
take collective action to redress historical inequalities against women and minority
groups. Additionally, unions’ collective power protects individual employees from
discriminatory or unfair treatment. Protections in CBAs such as seniority as a
key criterion for job promotions and just cause for discharge and other discipline
substitute objective standards for subjective power of the employer. Collective
bargaining agreements often include anti-discrimination provisions that build on and
extend beyond statutory protections against employment discrimination.

Just as a strong labor movement expands collective and individual rights of
employees, a weak labor movement will lead to restrictions of those rights. As
discussed above, the decline of union density since the 1980s in the US has been
a central factor in the decline of the collective well-being of the working class and
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individual employees. Reversing these trends will depend on strengthening the labor
movement through multiple means, including grassroots organizing, political activity,
and other forms of collective action. The law can also be a factor in supporting
collective and individual rights that promote equity in employment. The remainder
of this chapter will explore the potential of law in the US to achieve these goals. As
the discussion will show, US law has a mixed and often contradictory history that
simultaneously supports and restricts labor rights.

Legal tools and employment equity

The public/private distinction in US law

Although the Bill of Rights to the US Constitution may be well-known for protecting
individual rights and liberties, the US Supreme Court has interpreted these provisions
to exclude almost all rights of employees. This judicial interpretation flows from the
contradictory treatment in liberal democracies of the public political and the private
economic spheres. Political rights, including free speech, equal protection, privacy,
and due process, restrict the power of government. By contrast, such constitutional
provisions do not restrict the conduct of private parties, including employers in the
private economic sphere (Lieberwitz, 1986: 620-38). Even public employees are not
well protected in their constitutional rights due to the Supreme Court’s deference to
governmental employers’ managerial authority over their employees.

The distinction between the public and private spheres also underlies the
different treatment of political and economic rights. The U.S. Constitution obligates
the government to respect fundamental political rights such as freedom of speech and
due process, but not fundamental economic rights such as a living wage and health
care (DeShaney v. Winnebago County, 1989). Thus, government is not obligated by
the Constitution to provide for individuals’ basic economic needs. Creation of such
economic rights is left to the political will of the legislature or to private contracts.

The courts’ use of the public/private distinction is driven by ideology rather
than any inherent meaning of the Bill of Rights. Shielding private actors, including
private employers, from constitutional obligations expresses an ideological view
that private markets should be self-regulating, unencumbered by governmental
requirements. This same logic is expressed through the common law doctrine of
“employment-at-will,” which has influenced US legislatures and courts since the at
least the 19th century. Under an unlimited employment-at-will doctrine, an employer
may make employment decisions such as hiring or discharge an individual for any
reason at all. In other words, the employer is not required to make fair, equitable, or
rational employment decisions (Player, 2013).
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Excluded from constitutional protection and facing unilateral employer power
under the common law doctrine of employment-at-will, employees must look to
statutes and contracts as the primary legal sources for labor rights and employment
benefits. While individual contracts could include provisions limiting employer
unilateral power, most employees do not have individual employment contracts. As
aresult, statutes are especially important for creating employee rights that restrict the
common law doctrine of employment-at-will. The National Labor Relations Act of
1935 (NLRA) has the greatest potential for expanding the collective power of labor as
a countervailing force to employer control. The NLRA is the federal law that provides
rights to unionize and collectively bargain to private sector employees. State public
employees must rely on state laws to provide similar rights, with approximately 30
states having enacted public sector collective bargaining laws since 1960 (Herbert,
2013, 435-36). Federal and state anti-discrimination laws, which cover public and
private employees, have added further restrictions on employer unilateral power.
Federal anti-discrimination laws include Title VII of the Civil Rights Act of 1964,
which prohibits employment discrimination on the basis of race, color, sex, religion
and national origin; the Age Discrimination in Employment Act of 1967 (ADEA);
and the Americans with Disabilities Act of 1990 (ADA).

The U.S. Supreme Court’s contradictory interpretations of the NLRA

TheNLRA, enacted in 1935, remains the fundamental law for private sector employees
to unionize and collectively bargain over wages, hours and terms and conditions of
employment. Several early Supreme Court decisions reveal the promise of the NLRA
to provide employees with meaningful rights to act collectively in ways that would
benefit all employees. In its decision upholding the constitutionality of the newly
enacted NLRA, the Court stated that “the right of employees to self-organization
and to select representatives of their own choosing for collective bargaining or other
mutual protection without restraint or coercion by their employer... is a fundamental
right” (National Labor Relations Board v. Jones & Laughlin Steel Corp., 1937). The
Supreme Court recognized that collective bargaining carries with it a concept of
equality among employees sharing in the benefits from union negotiations with the
employer. InJ.I. Case (1944), the Court stated that “[t]he practice and philosophy of
collective bargaining looks with suspicion on...individual advantages” gained at the
expense of mutual benefits through unionization (338). Thus, the Court found that
the NLRA explicitly favored the collective good that spread negotiated wages and
benefits among many individual employees, rather than having employees compete
to gain advantages over each other.

Many examples can demonstrate the group and individual benefits from collective
bargaining consistent with the Supreme Court’s description in J.I. Case. The CBA
agreement may contain a wide range of provisions, including economic matters such
as wages, raises, paid sick leave and vacation, employer-paid insurance, pensions,
and other benefits. Health and safety provisions and anti-discrimination provisions
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may be negotiated as conditions of employment that build on the floor of statutory
regulations. Due process protections take various forms in CBAs, incorporating
criteria for transparency and objective criteria in decision-making, such as the use of
seniority in determining the order of layoffs and recalls. Promotions clauses usually
provide for open bidding processes that use the objective measure of seniority along
with more subjective measures in judging qualifications. Also essential for protecting
individual employee rights is the typical CBA provision requiring employers to use
“just cause” in decisions about discipline or discharge of bargaining unit employees
(Garden, C., & Leong, 2013: 1187-1188). If disputes over just cause or other CBA
provisions are not settled informally, a grievance can go to an arbitration hearing
before a third-party arbitrator or arbitration panel mutually selected by the union and
employer. In arbitration, the employer bears the burden of proving “just cause” in
discipline or discharge cases, which requires the employer to prove both procedural
and substantive due process in carrying out the discipline or discharged.

CBA provisions can help to promote racial and gender equity, given the
positive effects of unionization on wages and benefits. Further, unions can negotiate
for affirmative action plans to increase employment and promotions of under-
represented groups in jobs where there is occupational segregation. Collective
bargaining can gain protections and benefits that re-structure the workplace to enable
women to work and have families, such as flexible work schedules, paid family
leave, child care subsidies, and safety issues (Grundy & Firestein, 1997; Drago &
Fazioli, 2003). Given women’s continued primary caretaker role in the family, union
contractual provisions can require employers to implement accommodations needed
for substantive gender equality. Collective bargaining anti-discrimination clauses
can go beyond categories of statutory protection to include sexual orientation and
marital status.

In another early case, Republic Aviation Corp. v. National Labor Relations
Board (1945), the Supreme Court recognized the importance of employees’ rights
to communicate at the workplace concerning their collective interests. The Court
held that an employer must yield some property rights in favor of employees’
rights to engage in communication about working conditions and the possibilities
of unionizing. This early decision laid the foundation for current National Labor
Relations Board (NLRB) decisions protecting employee rights under the NLRA
to communicate through social media, including expressing opinions critical of
employer labor policies or working conditions. For example, the NLRB held that
an employer violated employees’ rights under the NLRA by adopting a “Courtesy”
policy that prohibited employees from being “disrespectful” or using “profanity
or any other language which injures the image or reputation” of the employer.
This policy, which the employer used to discipline an employee for his Facebook
post, unlawfully limited employees’ rights to discuss their terms and conditions
of employment (Karl Knauz Motors, 2012). Whether talking face to face at the
workplace, handing out leaflets to each other, or communicating on social media
websites, the relationship between the collective and individual remains the same.
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Individual employee rights to communicate with each other are essential to their
ability to find common interests and decide whether they wish to engage in collective
labor action.

Despite these decisions emphasizing the importance of collective rights, one
of the Supreme Court’s earliest decisions undermined the right to strike under the
NLRA. In National Labor Relations Board v. Mackay Radio (1938), the Court
held that employers could lawfully permanently replace economic strikers. With
this decision, the Supreme Court provided assurance to employers that they would
not face the full power of the economic weapon of workers to withhold their labor.
The Court read into the NLRA an employer right to hire strikebreakers to take the
place permanently of employees who engage in strikes to increase their power in
collective bargaining. Thus, only three years after the enactment of the NLRA, the
Court revealed its ideological commitment to values in contradiction with the most
basic collective right of labor. As legal scholar Karl Klare (1978) observed, judicial
imposition of capitalist ideology “de-radicalized” the radical potential of the Wagner
Act. In a later case, the Court went so far as to favor the interests of strikebreakers
suing employers for discharging them after the strike ended. In Belknap, Inc. v. Hale
(1983), the Court held that the NLRA did not pre-empt permanent economic strike
replacements from bringing breach of contract and misrepresentation claims in state
court against an employer who discharged them to reinstate returning strikers. The
Court described the strike replacements as injured “innocent third parties” rather
than seeing them as actors making choices in a collective labor struggle.

Congressional amendments to the NLRA through the Taft-Hartley Act (Labor
Management Relations Act, 1947) and the Landrum-Griffin Act (Labor Management
Reporting and Disclosure Act, 1959), added provisions that weakened the fundamental
nature of collective rights. Reflecting Congress’s political hostility to unions and
other forms of collective action seeking to redistribute wealth and power to labor,
these legislative amendments prohibited certain types of strikes, such as secondary
strikes and strikes to demand employer recognition of the union. The Taft-Hartley
Act excluded supervisors from the definition of “employees” with rights under the
NLRA. This change legislatively expands the employer’s ranks and undermines the
potential for labor solidarity between supervisors and employees who often share
common interests. The exclusion of supervisors from the definition of “employee”
provides an example, as well, of Congress denying individual rights to supervisors to
choose whether to organize to further their collective interests through unionization.
With the current shift to a service economy, the supervisory exclusion has a
particularly strong impact on professional employees, such as nurses, where front
line supervisors are denied the right to join with their colleagues to advance their
collective professional interests. The Supreme Court has exacerbated this problem by
defining “supervisors” in an overly broad manner that is inconsistent with the reality
of class interests among professional employees (National Labor Relations Board
v. Health Care & Retirement Corp. of America, 1994; Brudney, 1996, 1572-88).

68



Other Supreme Court decisions have limited the scope of collective
bargaining by emphasizing employer control over managerial decisions. In First
National Maintenance Corp. v. National Labor Relations Board (1981), the Court
recognized that unions and employees have a significant interest in bargaining over
the employer’s decision to partially close a business. Yet the Court held that the
employer had no duty to bargain about the decision. The Court concluded that the
employer had unilateral managerial prerogative over a decision that was part of the
“core of entrepreneurial control.”

Recent National Labor Relations Board decisions favoring collective rights

Although the US Supreme Court is the ultimate arbiter of the meaning of federal
statutes, Congress gave the five-member NLRB authority to make national policy
by interpreting the NLRA. The NLRB’s decisions reflect the political nature of
its appointments, which are carried out through nominations by the US president
with confirmation by the US Senate. Under Democratic administrations, such as the
current Obama presidency, the NLRB’s decisions will reflect a more liberal character.
At the same time, though, the NLRB’s independence and authority is constrained
by the federal appellate courts, which may refuse to enforce the NLRB’s decisions
based on judicial disagreement with the Board’s interpretation of the NLRA. In
general, the circuit courts tend to be more politically conservative than the NLRB.
When two or more circuit courts of appeals disagree over the NLRB’s interpretation
of a particular issue, it becomes more likely that the US Supreme Court will grant
review of a case raising that legal issue.

Some recent NLRB decisions demonstrate the continued potential for reviving
collective rights and expanding individual rights that are integral to concerted
activity.

These decisions also reflect the NLRB’s recognition of the importance of
interpreting the NLRA in relation to the social and economic context. In Browning-
Ferris Industries of California (2015), the NLRB revised its standard for determining
joint-employer status to more accurately reflect the economic circumstances of
current employment relationships, including the growing percentage of workers
employed through temporary agencies. The NLRB will find that two or more entities
are joint employers “if they are both employers within the meaning of the common
law, and if they share or codetermine those matters governing the essential terms and
conditions of employment.” Joint employer status may be found where an employer
exercises sufficient direct or indirect control over employees or where an employer
reserves the authority to do so. The NLRB relied on both types of control to find
that Browning-Ferris was a joint employer with the temporary agency that supplied
employees to the company. Although the NLRB did not address the application of its
standard to the franchisor/franchisee relationship, this question has been the subject
of considerable speculation (Scheiber and Strom, 2015). Even prior to the Board’s
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decision in Browning-Ferris, the General Counsel of the NLRB began litigating
multiple unfair labor practice complaints against McDonald’s as joint employer with
many of its franchisees (Scheiber and Strom, 2015).

The NLRB’s re-interpretation of its standard for defining joint employers
is appropriate in the global context of transnational corporations that engage
extensively in franchising and subcontracting and that have multiple subsidiaries.
The Board’s decision determines joint employer status based on the actual or
potential authority to control employment conditions. Application of the NLRB’s
new standard holds the potential for assigning legal responsibility at the highest
corporate level where decisions are actually made. The NLRB’s new standard also
opens possibilities for broader union organizing campaigns in industries such as
fast-food, retail, and apparel manufacturing, where collective bargaining can make
significant improvements in living standards and fair workplace practices. Given the
disproportionate representation of women and minority groups in these low wage
industries, unionization would promote gender, racial, and class-based equity.

In Purple Communications, Inc. (2014), the NLRB strengthened individual
employee rights to communicate with each other at workplace by expanding those
rights to encompass modern forms of communication. The Board held that employees
who are given access to the employer’s email system have the right to use the
system, on nonworking time, to discuss their terms and conditions of employment.
An employer may place specific restrictions on employees’ use of email only if there
are special circumstances necessary to maintaining production or discipline.

Another NLRB decision interpreted the NLRA implications of employer-
imposed mandatory arbitration agreements, which condition employment on the
employee’s waiver of the right to file legal claims against the employer through the
courts. The US Supreme Court has held that such mandatory agreements to arbitrate
employment-related disputes are enforceable in non-union workplaces (Circuit City
Stores, Inc. v. Adams, 2001). In D.R. Horton (2012), the NLRB held that employers
violate the NLRA by requiring employees to waive their right to file collective
or class-based claims in all judicial or arbitration forums. This case provides an
example of the interdependence of individual and collective rights. While recognizing
that mandatory arbitration agreements are generally permissible in non-union
workplaces, the NLRB concluded that barring employees from pursuing joint claims
in any forum violates their rights under the NLRAs to engage in concerted activity.

Attacks on public sector collective bargaining

Since the 1960s, about two-thirds of US states have enacted public sector collective
bargaining statutes (about 33 of the 50 states). As union density in the private sector
has been steadily dropping, public sector unionization rates have risen to reach their
current rate of 35.7% (Bureau of Labor Statistics, 2015). This higher level of public
sector unionization has maintained overall union density in the U.S. at about 11%
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(Bureau of Labor Statistics, Jan. 23, 2015). Having succeeded in weakening the
power of unions in the private sector, corporations and right-wing politicians have
turned their attention to undermining unions in the public sector through multiple
tactics: privatization of public services; blaming public sector unions for financial
crises in state government; attempts to divide the interests of union and non-union
employees; and legal tactics. Particularly since 2010, supported and lobbied by
right-wing organizations like the American Legislative Exchange Council (ALEC),
Republican governors and legislatures have amended statutes and enacted new laws
that seek to weaken public sector unions through restrictions of the scope of public
sector collective bargaining (Dannin, 2012).

A recent legislative tactic of enacting new state “right to work” laws is designed
to weaken unions as organizations. The symbolic value of such legislation is
particularly important as highly unionized states such as Michigan and Wisconsin are
added to existing “right to work™ laws southern anti-union states. Currently, twenty-
four states have right to work laws, including additions of Wisconsin, Michigan, and
Indiana during the past two years (Fink, 2012; Slater, 2012). The impact of right
to work laws on unions is both financial and symbolic. These laws prohibit unions
and employers from negotiating union security clauses, including “agency shop”
clauses, which require bargaining unit employees to pay to the union the amount of
union dues, whether or not the employees are union members. Employees who are
not members of the union who object to paying the full amount will be obligated
to pay only the portion of the dues that covers union expenses related to collective
bargaining. Thus, union security clauses avoid the “free rider” problem. Employees
who are not union members, but who are represented by the union, are obligated to
pay a fair share of the costs of collective bargaining for the benefits they receive in
the CBA.

A case currently pending before the US Supreme Court seeks to overturn the
Court’s precedent (Abood v. Detroit Board of Education, 1977) upholding the use of
agency fee clauses in state public sector CBAs. Plaintiffs in Friedrichs v. California
Teachers Association (2015) argue that agency fee requirements violate their
constitutional rights to free speech and association by forcing them give financial
support to collective bargaining.

This legal challenge seeks to paint collective action as being in opposition to
individual rights. Those seeking to uphold the 1977 precedent argue that the Supreme
Court has recognized that unions are legally obligated to represent the interests of
all individuals in a bargaining unit, whether or not they are members of the union.
Further, employees who are in the bargaining unit, but are not union members,
receive all the benefits negotiated by the union. Those who are not union members
and object to paying the full amount of union dues are required to pay only the
costs associated with such negotiations. Therefore, the Court’s precedent balances
the collective and individual interests in an equitable manner.
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The relationship between labor law and anti-discrimination legislation

Where does employment discrimination law fit into this analysis of collective and
individual rights? Understanding the relationships between the NLRA, Title VII
of the Civil Rights Act, and other employment discrimination statutes provides the
greatest potential for legal interpretations that expand the scope of collective and
individual rights of employees. As legal scholar Michael Fischl (2007: 178) has
observed, a cohesive understanding of the law is required to appreciate the integrated
and overlapping nature of individual and collective actions in “oppositional activity
[that] may escalate quite seamlessly” from individual to group actions through
various means, including union organizing and multiple types of legal claims in which
unions may assist employees in bringing litigation. For example, union organizing
campaigns may focus on the need to remedy gender and racial inequalities through
collective action. Issues of gender and racial equity may be central to campaign
communications about ways that the union can help improve working conditions.
Collective protests during the union campaign or in collective bargaining may
address these same issues. Thus, collective and individual rights under the NLRA are
intertwined with collective and individual rightsunderemploymentdiscrimination law.

A now well-established approach to the law, however, places NLRA in a
category of “labor law” in contrast to employment discrimination law. These separate
categories have taken hold in the way that workplace law is taught and in the way it
is practiced. Attorneys specializing in employment discrimination law may have no
interest in and little knowledge about the NLRA. Setting employment discrimination
law apart from labor law has negative consequences, though, encouraging a view
of these laws as protecting different types of rights. Labor law may be viewed
as concerned only with the collective interest in unionizing, while employment
discrimination law may be viewed as primarily concerned with individual employee
rights to a non-discriminatory workplace. This risks ignoring the way that collective
and individual rights intertwine in both areas of the law and the way that race, gender,
and class are inter-related in the workplace and society, more generally.

Separating concepts of labor law and employment discrimination law is likely
driven by the same ideological forces that reveal themselves in judicial decisions that
envision collective and individual rights as separate or even in opposition. As legal
scholars Michael Fischl and Cynthia Estlund have each observed, the central concept
of the NLRA is collective self-governance toward workplace democracy (Fischl,
2007: 169; Estlund, 2002: 799). In contrast, employment discrimination law has
been associated with protecting the individual; however, the individual is not viewed
as an actor in gaining these rights that are mutually beneficial for the collective
(Fischl, 2007: 169; Estlund, 2002: 799). With unionization a diminishing reality,
this perspective can envision individual rights under employment discrimination
laws as an alternative to collective action (Fischl, 2007: 201). Equal treatment of
individuals under employment discrimination laws, however, largely excludes class-
based equality. Instead, the focus on the individual serves narrower goals of equal
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opportunity in hiring and individual upward mobility in the established hierarchy of
the workplace.

Eliminating unequal treatment of individuals on the basis of gender and
minority status is certainly an essential part of achieving employment equity.
Focusing primarily on the individual, however, understates the importance of
employment discrimination law as a means to eliminate group-based discrimination
that impedes progress toward substantive equality and systemic change. Group-
based litigation under laws such as Title VII of the Civil Rights Act include disparate
impact claims employers to eliminate seemingly neutral employment practices that
have a disproportionately negative effect on women and minority groups, unless the
employer can prove that the practice is essential for the job (DeBurca 2012, Shoben
2004). The potential of disparate impact theory to achieve greater substantive
equality has been best realized in cases of clearly defined objective requirements,
such as height and weight requirements that have a negative impact on women.
Women plaintiffs have faced an uphill battle, though, in challenging physical ability
tests for jobs such as firefighter or police officer (e.g. Berkman v. City of New
York, 1982). Further, the courts have not interpreted disparate impact doctrine to
apply to such accepted practices as inflexible work schedules, long work days, or
extensive travel, which disadvantage women due to their gender role as primary
caretakers in the family (Frug, 1979; Lieberwitz, 2008). Class action claims alleging
historical patterns of exclusionary hiring and promotions are another form of group-
based litigation to addresses systemic discrimination. Like disparate impact claims,
however, they are difficult to prove (Selmi, 2006: 735-39; Reinsch & Goltz, 2014).

Affirmative action also holds the potential for achieving substantive equality, as
a positive means for increasing the inclusion of women and minorities across a range
of occupations. The effectiveness of such programs, however, is limited by their
use only as a voluntary, temporary measure by employers to address severe under-
represented in particular occupations (e.g. Johnson v. Transportation Agency, 1987).

An artificial conceptual divide between labor law and employment
discrimination also ignores the important role of unions for achieving positive rights
for employment equity. One result of the weak welfare state in the US is the lack
of legislation creating positive rights such as: paid maternity leave for childbirth;
paid parental leave; paid or unpaid annual leave; paid sick leave; maximum lengths
of the work week or caps on mandatory overtime; a required day off per week;
publicly funded early childcare; and national health insurance (Heymann et al.,
2004).? Unions have historically played a key role pressuring legislatures to enact
such statutory protections. Given the difficulty of achieving these political ends,
unionization and collective bargaining can gain such benefits, which will have a

2 The recent health care reform provides avenues for individuals to gain insurance coverage but
does not alter the private system of health insurance. Affordable Care Act: Summary of Provisions
Affecting Employer-Sponsored Insurance, UC Berkeley Labor Center (July 2011), available at,
http://laborcenter.berkeley.edu/healthpolicy/ppacal0.pdf
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particularly strong impact in low-wage workplaces where employers are the least
likely to provide them voluntarily.

Conclusion

Achieving equity in employment will succeed only through a social justice movement
that defines its goals in terms of race, gender, and class equality. These goals, in turn,
should describe a re-distribution of wealth and power from employers to employees —
including gender and racial equality as central to this re-distribution. The law can be
a tool that helps unions and their allies build this social justice movement. However,
the law may also create obstacles to progress. In the US, the law is both a tool and
an obstacle, expressing contradictory values about equality and equity. Although
state laws have supported the growth of public employee unionization, public
sector unions now face political attacks in state legislatures placing restrictions on
the scope and content of collective bargaining. The NLRA, which creates rights to
unionize and collectively bargain in the private sector, remains the fundamental law
establishing collective rights that mutually benefit all employees. While recognizing
that the law favors collective action to spread wage increases and benefits evenly, the
Supreme Court has also interpreted the NLRA to limit the extent of its redistributive
potential. Under more liberal political administrations, however, the NLRB has used
its authority to interpret the law in a more expansive way, including more recent
interpretations that seek to make the NLRA more effective in current social and
economic conditions.

Developing the potential of law to promote a broad democratic agenda for labor
requires an integrative understanding of the various employment rights statutes.
Rather than seeing employment discrimination law as independent from labor law
or even a substitute for it, the NLRA and Title VII of the Civil Rights Act should
both be understood as promoting collective and individual rights. This holds the
potential for creative use of the law in ways that benefit groups and individuals in
the workplace. This understanding of the way the law should be interpreted can also
help the labor movement and feminist and civil rights organizations to work together
toward common goals.
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6 New social protection policies in Turkey
Reductive or reproductive of inequality?

Senay Gokbayrak™

Abstract

This study aims to analyze welfare state transformation from an equalitarian perspective
in the case of social security reforms in Turkey during the 2000’s. During the 1990’s,
especially, mature welfare states in the developed world encountered serious challenges
under the changing conditions of work and global society. These new challenges led to
welfare state reforms aimed at welfare state transformation from a new perspective. In
spite of changing patterns according to different welfare regimes, there are also common
characteristics of welfare state reforms. After the reforms, work and employment patterns
are the main determinants to access social protection and provide security. However, there
are serious problems concerning employment due to the vulnerable relationship between
work and social protection. As a result, social exclusion and inequality are increasing all
over the world. In Turkey, as a consequence of social security reforms during the 2000’s,
labour market and employment patterns have become the main determinants of coverage
and level of social protection and also the equalitarian character of the system. However,
under the structural characteristics of the labour market, new social policies strengthening
the relationship between work and social protection reproduce existing inequalities. From the
workfare perspective, new social policies being implemented all around the world, including
Turkey, are not reductive of inequality; on the contrary, they are reproductive of inequality.
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Introduction

As is well known, changing socio-economic conditions and emerging new challenges
in welfare states endanger sustainability of social protection systems and create new
social problems globally, but especially in the mature welfare states. Nowadays,
income and social inequalities have been rising as aresult of expanding unemployment
and precarious work patterns. According to International Labour Organization (ILO)
data (2015:12), the number of workers in vulnerable employment has increased
by 27 million since 2012, and currently stands at 1.44 billion worldwide. Income
inequalities have also widened all over the world. According to ILO data (2015),
the richest 10 percent earn 30—40 per cent of total income in the world. By contrast,
the poorest 10 per cent earn around 2 per cent of total income in the world. It is
interesting that in several advanced economies, income inequalities have worsened
rapidly after the global crisis in 2008.

These new socio-economic conditions and challenges have led to searches for
reform measures in the welfare states. Within this context, the main characteristic
of welfare state reforms is the expanding relationship between work and social
protection. This emergent situation is a reflection of the changing regulation mode
of the state. The role of the public as representative of collectivism is decreasing,
in contrast with the role of the market as representative of individualism, which
is increasing in the welfare system. Within the framework of changing notions of
citizenship, the responsibilities of individuals have been rising to ensure their well-
being. Participation in the labour market and employment patterns are becoming
the main determinants of access and level of the social protection. In other words,
social protection whose aim is supposed to minimize social inequalities increasingly
depends on work and employment patterns.

From this point of the view, this study aims to analyze welfare state transformation
— causes, characteristics and results— from an equalitarian perspective in the case
of social security reforms in Turkey during the 2000’s. In this respect, in the first
part of the study, new welfare challenges under changing conditions of work and
global society are analyzed. The second part discusses the main characteristics of
welfare state transformation introduced under the new challenges. In the third part
of study, the relationship between work and social protection is analyzed within
the framework of the main characteristics of social security reforms during the
2000’s. In this part, the new social protection policies are analyzed in the framework
of structural characteristics of labour market and employment in Turkey from an
equalitarian perspective. This analysis inquires whether new social protection
policies are reductive or reproductive for inequality. Finally in the last part of the
study, a new political point of view and suggestions for improving the relationship
between employment and social protection are recommended.
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Welfare challenges during globalizing area

During the 1990°s, mature welfare states, in particular, encountered serious
challenges under changing conditions of work and global society. These challenges
can be defined according to two dimensions as internal and external. In general,
internal challenges, that is, domestic challenges, originate from changing conditions
of economic and socio-cultural structures in western countries. External challenges
to the welfare state are derived from globalization and trans-national organizations.

Internal challenges

One of most important internal challenges addressed in academic and political debates
is population ageing. In developed societies, while life expectancy has been rising for
a long time, fertility rates have been decreasing (World Bank, 1994; Bonoli, 2004;
ILO, 2005; Esping-Anderson, 2006; Seeleib-Kaiser, 2008; O’Rand, et.al, 2009).
According to Eurostat 2013 population data, estimated average life expectancy was
67.7 years old globally, 79.2 years old for EU-27 and USA, and 71.8 years old for
Turkey in 2007. For the welfare state, the main problem is the old age dependency
ratio, measured in terms of the relative size of older populations compared with the
working age population. The old-age dependency ratio for the EU-28 was 27.5 per
cent in 2013; as such, there were around four persons of working age for every person
aged 65 or over. This ratio is realized as 11.1 per cent for Turkey. It is estimated that
the old age dependency ratio will be 51.0 per cent for the EU-28; 28.7 per cent for
Turkey by 2080. At the same time, low levels of fertility rates have been maintained
across most of the EU. Although slight recovery was observed in most EU Member
States during the last decade, in 2012 the EU-28’s total fertility rate was 1.58. As a
consequence of these trends, the share of the working age population is expected to
decline, while older persons will likely account for an increasing share of the total
population. Those who are aged 65 years or over will account for 28.7 per cent of the
EU-28’s population by 2080, compared with 18.2 per cent in 2013 (Eurostat, 2014).
These trends mean that welfare state expenditures (for example health, pension) and
the need for long-term care will increase in the near future, but will not be affordable
under the current conditions of welfare states.

The remaining challenges related to demographic transformations are changing
family/household structures and diversifying welfare expectations. Although there
are differences across countries, decreasing levels of traditional family structures,
increasing rates of female labour participation and emergent care gap, and increasing
rates of single-parent family are common characteristics of developed societies.
These developments have led to increased needs and expectations from the welfare
state under the new conditions. As a result, existing welfare state institutions cannot
provide adequate solutions for the new problems (Kleinman, 2006; Seeleib-Kaiser,
2008; O’Rand, et.al, 2009; Turkish Industry and Business Association, 2012).
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Labour migration-related changes in the makeup of the population are also
another challenge for the welfare state. Labour migration led to growing ethnic
heterogeneity of Western societies and new concerns for the welfare states.
According to Obinger and Starke (2014:8), although there is contestation about the
effects of labour migration on the welfare state in the literature, labour migration and
growing ethnic heterogeneity will reduce solidarity in contemporary societies and
drive Europe a more Anglo-Saxon style social policy.

Changing conditions of labour process and work patterns create additional
fundamental challenges to the welfare state model, which grew out of the “Golden
Age” of capitalism whose main characteristics were full and secure employment
policies. However, the crisis of capitalism during the end of 1970’s led to important
changes in employment policies. Retreating from the full employment policies
created huge unemployment and changed perceptions about the level of protection
for the unemployed. Although these changes are different across countries, there are
also common trends related to labour markets. The increasing rate of employment
in the service sector; decreasing full-time employment; increasing part-time, flexible
employment patterns and increasing unemployment are common characteristics of
current labour markets in the important parts of the world (Esping-Anderson, 2006;
Kleinman, 2006; ILO, 2012; Turkish Industry and Business Association, 2012).
According to ILO data (2015:11), over 201 million people were unemployed in 2014
around the world. The global employment gap, which consists of the number of jobs
lost since the beginning of crisis, currently stands at 61 million; an additional 280
million jobs need to be created by 2019 to close the global employment gap caused by
the crisis. Youth, especially less educated and less skilled, and women continue to be
affected by unemployment as the most vulnerable groups. Long-term unemployment
comes into prominence as emergent economic and social implications.

Another important development related to labour markets is increasing atypical
and precarious employment patterns with corresponding increased needs for
social protection by those who were, at the same time, being excluded from social
protection. Under the changing patterns of the labour process, part-time work and
fix-term employment contracts have been functional mechanisms for providing a
flexible and cheap labour force. According to Eurostat data (2014), the proportion of
the EU-28 workforce in the age group 15-64 years who reported that their main job
was part-time increased steadily from 16.0 per cent in 2003 to 19.5 per cent by 2013.
The highest proportion of part-time workers in 2013 was found in the Netherlands
(50.0 per cent), followed by Germany, Austria, the United Kingdom, Denmark,
Sweden, Belgium and Ireland, where part-time work accounted in each country for
around a quarter of those in employment. One third (32.1 per cent) of women aged
15-64 who were employed in the EU-28 worked on a part-time basis in 2013, a much
higher proportion than the corresponding share for men (8.8 per cent). In 2013, the
proportion of employees in the EU-28 with a contract of limited duration (fixed-term
employment) was 13.8 per cent. 26.8 per cent employees in Poland had a temporary
contract, a proportion than in Spain (23.2 per cent), Portugal (21.5 per cent) and the
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Netherlands (20.3 per cent). In 2014, the part-time employment rate as a percentage
of total employment was 11.1 per cent (22 per cent for women; 6.4 per cent for men)
and temporary employees as a percentage of the total number of employees was 12.9
per cent (11.2 per cent for women; 13.6 per cent for men) in Turkey.

As a result of increasing precarious and vulnerable work around the world
(Standing, 2014), mature welfare states, in particular, have encountered serious
challenges, as precarious employees can not contribute to systems at adequate levels
for access to welfare benefits. For this reason, the number of people who depend on
social assistance has increased, leading to significant financial burdens on budgets of
welfare states (Gokbayrak, 2010).

External challenges

Today, there is a new political consensus that the welfare state is an obstacle to
integration into global markets under the competitive pressure conditions. It is
accepted that welfare state benefits, just as tariffs and trade regulations, create
barriers to global capital mobility. In this regard, globalization is the most powerful
factor for welfare state retrenchment (Esping-Anderson, 2006; Bonoli, 2004;
Kleinman, 2006; Orenstein, 2008; Pierson, 2006; Turkish Industry and Business
Association, 2012). Foreign direct investments have favoured countries where cheap
labour is abundant. This situation constrains level of governmental appropriations
to welfare state administration. The pressure of decreasing labour costs has been
causing welfare state retrenchment under the process of integration into global
markets (Bonoli, 2004; Seeleib-Kaiser, 2008; Sykes, 2008). However, there is also
different theoretical approach, known as the “compensation thesis”. According to
this thesis, the losers of globalization need the compensation provided by welfare
state (Burgoon, 2001; Sykes, 2008). For this reason instead of a race to bottom, we
should find sustainability at least in some area of welfare state (Obinger and Starke,
2014). However, in any case we must recognize that globalization has been affecting
the welfare state over a long period of time.

As discussed by Obinger and Starke (2014), the economic integration based on
the EU model can be seen as a particular form of globalization at the regional level.
The process of European integration has created reform pressure on the national
welfare states. In spite of social reform pressure under the changing conditions
discussed above, the impact of EU legislation on the national social policies has
been limited. Because of the existence of different welfare regimes in the member
countries, the EU has merely tried to establish soft governance mechanisms such
as the open method of coordination and has tried to provide convergence (not
harmonisation) at the social policy level among the member states (Hunt, 2005;
Daly, 2006; Sareceno, 2013).

Both internal and external challenges have increased questions about financial
sustainability of social protection systems and the role of the state in welfare
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provision. Under the increasing influence of international/regional organizations,
reforms have created new perspectives on welfare state transformation.

Welfare state transformation

In the related literature, there have been intensive and ongoing debates on welfare
state transformation and the future of the welfare state (Esping-Anderson, 1990;
Esping-Anderson, 2006; Taylor-Gooby, 2001; Taylor-Gobby, 2002; Kleinman, 2006;
Obinger and Starke, 2014). Although welfare states, especially mature welfare states,
have not disappeared as a consequence of reform waves under changing conditions,
it is accepted that welfare states have gained new characteristics that can be called
welfare state transformation. In spite of diverse patterns in different welfare regimes
(Esping-Anderson, 1990), there are also common characteristics emerging in this
transformation process. These common characteristics are related to actors, contexts
and notions of citizenship in the social protection systems.

The first common characteristic is related to the changing role of welfare
actors (public, market and family). Welfare reform processes have led to a
decreasing role of the public, along with an increasing role of market, family and
voluntary organizations in welfare provision, which generally can be categorized
as a welfare mix (Dixon and Kouzmin, 2001; Bonoli, 2004; Clark and Whiteside,
2005; Queisse and Whitehouse, 2006; Queisser, vd, 2007; Seeleib-Kaiser, 2008).
The regulation mode of the state has been changing based on the arguments of the
“New Public Management” perspective. Based on this perspective, a public and
private sector partnership has been created for welfare provision and administration.
This partnership, on the one hand, has been providing private sector management
strategies for welfare provision, and on the other hand, has been increasing the role
of profit and non-profit organizations in welfare regimes (Gokbayrak, 2008; Seeleib-
Kaiser, 2008).

However, as Cohen (2015: 34) observes, the changing regulation mode of the
state does not mean that regulation itself is now insignificant. Rather, regulation can
be used with very different outcomes depending on the goals of the state and the
impact on international regulatory institutions. Within this context, state activities
have been focusing more on controlling welfare provision than in expanding access
as part of social protection. In this emergent context, citizens have been providing
increasing self-protection against social risks through the market, depending on their
ability to pay. In contrast, low income groups have been providing self-protection
increasingly from their families and/or charities, depending on their level of social
capital (Gokbayrak, 2010; Adema and Whiteford, 2010).

The second common characteristic of the reform process is related to reform
contexts. Although there have been differences according to welfare regime types, as
a result of the degradation of the role of the public in welfare provision, welfare state
reforms have limited access to welfare benefits (as an instance tighten eligibility
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conditions to benefits). Further, reforms have reduced the level of welfare state
generosity, for example, through cutbacks of welfare benefits by decreasing the
duration and amount of unemployment payments and pensions etc. As a result of
new challenges discussed above, with welfare state expenditures rising, especially
in mature welfare states, some scholars (Murray, 2006; Mead, 2006) and mainstream
politicians argue that there is a culture of dependency on an expanding welfare
state. From the liberal perspective on the welfare state, welfare dependency is
accepted as the most important problem in the current debates. In order to reduce
welfare dependency, reforms have been aimed at cutting off welfare expenditures
and social protection has been increasingly dependent on active individual capacity
(Gokbayrak, 2010).

The other common characteristic of reform process is related to the changing
notion of citizenship, including the increasing role of the individual to ensure his/
her well-being. The concept of “active citizenship”, which encourages working
and labour market participation for access to social protection, has been the most
prominent characteristic of the new welfare state understanding (Kildal, 2001; Jensen
ve Pfau-Effinger, 2005). In this context, new social protection policies have placed
emphasis more on punishments than incentives; more on obligations than rights;
more on selectivity than universality (Kildal, 2001; Lincbek, 2008). In this way, there
has been an emerging transformation process that shifts from de-commodification,
which is main function of traditional welfare state, to re-commodification. Therefore,
to a large extent, well-being depends on inclusion associated with working. At this
point, the new role of the welfare state becomes encouraging participation in labour
markets and making (paid) work attractive (Sareceno, 2013). In this process, the new
workfare state closely links welfare and work; increases the role of active labour
market policies versus passive ones; and focuses more on supply-side employment
policies to try to increase employability, rather than demand- side ones (Gokbayrak,
2010; Obinger and Starke, 2014).

In sum, at the point where we stand now, work and employment patterns are
the main determinants of access to social protection and security against social risks.
However, this creates serious problems due to the vulnerable relationship between
work and social protection (Midgley, 2011; Devereuz and McGregor, 2014; Standing,
2014; ILO, 2015; ILO, 2014/2015). Therefore, social exclusion and inequality are
increasing all over the world.

The new social policies in Turkey: reductive or reproductive of inequality?

As we look into current situation of the welfare system of Turkey from the new
workfare perspective, we may observe all the common characteristics of welfare
state transformation process. Before analysing the welfare state transformation from
equalitarian perspective in Turkey, it will be beneficial to give some brief information
about welfare and social security system in Turkey as mentioned below.
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General structure of the welfare system in Turkey

The social security system in Turkey basically provides social protection only to
those who engage in regular/formal employment. Therefore, the welfare regime in
Turkey can be defined as the Conservative/corporatist welfare regime, or in other
words, the Bismarckian Social Insurance Model. However, as discussed below,
the high levels of informal employment causes a vast majority of the population to
benefit from the social security system only through a family member (generally
father/husband) who has regular/formal employment. (Gokbayrak, 2010; Tezgel and
Gokbayrak, 2013 ). This dual structure brings the Turkish welfare regime closer to
the Southern European welfare regime (Ferrera, 1996).

The social security system is composed of contributory (social insurance) and
non-contributory (social assistance) programmes. Social risks covered by the social
security system are: sickness (via General Health Insurance); occupational accidents
and diseases; maternity; old-age; disability; survivor benefits and unemployment
(since 1999). Social groups covered by the social security system are generally
employees who work under labour contracts, self-employed people and civil servants
(Alper, 2014).

Prior to the 2006 Social Security Reform, the social security system was
carried out by three main social security institutions: Social Insurance Institution (for
employees working under labour contracts); Republic of Turkey Pension Fund (for
civil servants); and Self-employed Fund (for self-employed people). After the 2006
reform, these three main social security institutions were merged into one institution
called the Social Security Institution.

When we look at the financial structure of the social security system in
Turkey, first of all, we can see social insurance programmes based on premiums
paid by the employees and employers. There is also state contribution to health
and unemployment insurance. Social assistance programmes for the poor (old-age,
children, disabled persons) are financed by general taxes or special taxes allocated
for social assistance.
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Table 6.1. Social security coverage in Turkey (2003-2015 march) —million

Year Active Pensioner Dependents Social Security Coverage  Active/Passive
insured (Total)

2003 12.289.808 6.848.022 28.661.079 48.094.450 1,99
2004 12.553.265 7.174.632 30.109.280 50.138.617 1,93
2005 13.156.439 7.504.453 31.423.261 52.391.314 1,92
2006 14.124.935 7.913.724 32.330.398 54.667.326 1,95
2007 14.763.075 8.279.444 33.070.537 56.423.907 1,95
2008 15.041.268 8.746.703 33.227.265 57.338.454 1,87
2009 15.096.728 9.173.750 33.989.891 58.591.574 1,78
2010 16.196.304 9.518.648 35.470.436 61.506.194 1,84
2011 17.374.631 10.014.982 36.348.316 64.088.819 1,87
2012 18.352.859 10.382.419 33.807.725 62.899.043 1,90
2013 18.886.989 10.607.263 32.944.917 62.806.374 1,90
2014 19.821.822 10.920.901 33.940.086 65.060.609 1,94
PIURRVYERE  19.997.653 11.063.197 33.742.051 65.183.202 1,93

Source: Social Security Institution, Insurance Statistics March 2015, http://www.sgk.gov.tr

According to Social Security Institution data, social security coverage rate as
a percentage of total population was 83.7 per cent in 2014. However this ratio is a
reflection of virtual well-being in the social security system because of the high rate
of passive insured. As we can see in Table 6.1, there were 19.8 million active insured
contributing into the system, while 44.8 million were passive insured (pensioners
and dependents) benefiting from the system in 2014. These ratios imply that financial
sustainability of the social security system is in danger and actuarial equilibrium of
system cannot be maintained (Alper, et al, 2015) in spite of the reform waves during
the 2000’s, discussed below.

Reform waves during the 2000°’s

The social security system in Turkey faced a financial crisis during the end of
1990’s. The main reasons behind the financial crisis were decreasing premium
incomes because of lower real wages as a result of structural adjustment policies
implemented since the beginning of 1980°s, structural problems of the labour market
such as unemployment and informal employment, the high rate of dependents who
do not contribute to the system but benefit from it, and populist interventions- such
as the decreasing retirement age, premium amnesties, and benefits that are free of
charge- into the system (Ozsuca, 2003).

As a result of this situation, parametric and paradigmatic reforms were
introduced at the end of the 1990°s. The first reform (1999) had a parametric character
aimed at increasing premium incomes and decreasing expenditures of the social
security system through changes such as tightened eligibility conditions, increased
retirement age, increased duration and amount of contribution to system, decreased
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amount of pension etc (Ozsuca, 2003; Gokbayrak, 2010; Alper et all, 2015). The
second reform (2001) had a paradigmatic character that introduced supplementary
individual pension plans supported by tax advantages. Since 2013, there is important
state contribution to individual pension plans for supporting private pension system
(Gokbayrak, 2010). However, due to the effects of 2001 economical crisis, reforms
failed to satisfy expectations.

The last reform (2006) principally had parametric characteristics, strengthening
the relationship between contributions and benefits in the system. Tightened
eligibility conditions, increased retirement age, increased duration and amount
of contribution to system, and decreased amount of pension were the main
implementations of reform. The reform had also paradigmatic characteristics. As a
result of the parametric regulations, social protection increasingly depends on work
and employability (workfare). In addition, the role of private provision was increased,
especially for health care and retirement (Welfare mix). On the other side, the role of
social assistance targeted the poorest increases to compensate rising poverty from a
liberal welfare perspective (Gokbayrak, 2010).

After the social security reforms, participation of labour market and
employment patterns have become the main determinants of coverage and level of
social protection.. At the same time, these factors have also a potential affect on the
equalitarian character of social protection system.

The structure of the labour market and employment in Turkey

The main characteristic of the labour market in Turkey is its dual structure, with
labour market indicators differing between urban and rural, men and women, formal
and informal sectors, skilled and unskilled labour (Tezgel and Gokbayrak, 2013).
This dual structure produces stratified and segmented access to social security and
generates inequality among different social groups.

One of the main characteristics of the labour market in Turkey is informal and
undeclared work. Although there has been decreasing rate of undeclared work in
recent years, informal employment and undeclared work are still serious problems
in the labour market. As a result of informal and undeclared work, a large proportion
of the workforce is excluded fully or partly from social security. The main groups
affected by informal and undeclared work patterns are women, employees working
in small or micro scale enterprises at urban areas, rural workers and migrant workers
(Gokbayrak, 2010).
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Table 6.2. Labour force participation rates 2003-2013* (%)

2003 26.6 70.4 48.3 18.5 68.9 43.8 39 72.9 55.5
2004 233 70.3 46.3 17.7 69.1 43 36.7 73.3 54.4
2005 233 70.6 46.4 18.7 70 44.1 33.9 72 52.1
2006 23.6 69.9 46.3 19.5 69.3 442 33.1 71.3 51.2
2007 23.6 69.8 46.2 19.8 69.3 443 32.5 71 50.8
2008 24.5 70.1 46.9 20.8 69.5 45 329 71.6 51.4
2009 26 70.5 47.9 22.3 69.9 45.8 34.6 72 52.7
2010 27.6 70.8 48.8 23.7 70.4 46.8 36.3 71.6 53.5
2011 28.8 71.7 49.9 24.8 71 47.6 37.5 73.3 54.9
2012 29.5 71 50 26.1 71 48.3 36.9 71.2 53.6
2013 30,8 71,5 50,8 28 71,6 49,6 36.7 71.2 53.6

Source: TurkStat, Household Labor Force Survey Results 2013.

* Due to the changes in administrative structure of municipalities in 2014, Turkish Statistical
Institution has to published labour statistics only country based. In this regard, we only could
involve the data due on 2013 in the analysis.

Another important characteristic of the labour market in Turkey is the extent
of agriculture in the sectorial distribution of employment. While decreasing over
the years, according to Turkish Statistical Institution data in March 2015, a large
proportion (20 per cent) of the work force is still employed in agriculture sector.
In addition there has been a transformation process in the agriculture sector, which
has been creating a labour surplus in this sector and difficulties expanding coverage
of social security for the rural workforce. Additionally, this process contributes to
migration from rural to urban areas and expansion of informal activities in urban
areas as result of limited work opportunities in urban settings. As a result of these
circumstances, a majority of the agriculture workforce is excluded from social
protection in an unequal manner (Tezgel and Gokbayrak, 2013).

As illustrated in Table 6.2, another main characteristic of the labour market is
the gender gap in employment and the lower labour force participation rate for wom-
en. According to Turkish Statistical Institution data in March 2015, the labour force
participation rate for men was 70.6 per cent, whereas the labour participation rate
for women was 29.8 per cent. In the rural areas the labour force participation rate for
women is higher than the urban areas. However, the emergent transformation process
in the agriculture sector, discussed above, causes exclusion of women from the la-
bour market. As result of rural to urban migration, the majority of women cannot find
jobs in urban areas due to their inadequate skills and conservative values affecting
labour force participation of women. In general, the main reasons of the low labour
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participation rates for women are the economic and socio-cultural factors that affect
the labour supply and household demands on women. The gender-based division of
labour forces women to carry out the domestic work - housework, child and elder
care. Therefore, women are excluded from the formal labour market (The Ministry of
Family and Social Policies, 2014). Also, as discussed above, part-time and fix-term
employment patterns are more widespread among women based on gender-based
division of labour. As a result of full or partial exclusion from the labour market,
the majority of women — especially those who are unskilled, carrying out informal
work — cannot fulfill the requirements of the social security system and are also ex-
cluded from social protection in an unequal manner (Tezgel and Gokbayrak: 2013).

As we can see in Table 6.3, the other main characteristics of the labour market
are high unemployment rate and difficulties in creating new jobs. According to Turk-
ish Statistical Institution data in March 2015, the unemployment rate was 10.6 per
cent in Turkey. The unemployment rate is higher in urban areas than in rural areas.
The unemployment rate was 12.6 per cent in nonagricultural sectors. As illustrated in
Table 3, women are more affected by unemployment than men based on gender-based
division of labour. Especially in the urban areas unemployment rates for women are
quite high as compared with rural areas. In particular, long-term unemployment
creates obstacles for social protection. Long-term unemployment restrains access to
social security for a large amount of workforce. Due to long-term unemployment, a
large proportion women, unskilled workers, and skilled young workers are excluded
from social protection in an unequal manner (Turkish Statistical Institution, 2015).

Table 6.3. Unemployment rates in the period of 2004-2013* (%)

Years | Turkey | Urban | Rural |

Women  Men  Total Women Men Women Men
11.0 108 103 17.9 12.5 3.0 6.8
11.2 105 103 17.0 11.6 3.6 7.7
11.1 9.9 9,9 16.4 11.0 3.9 7.4
11.0 10.0 103 16.1 10.8 3.8 8.3
11.6 107 110 16.6 11.6 43 8.7
143 139 140 20.4 15.3 5.3 10.7
13.0 114 119 18.7 12.6 4.6 8.7
113 9.2 9.8 16.5 10.2 3.6 7.0
10.8 8.5 9.2 15.5 9.4 3.5 6.5
11.9 8.7 9.7 16.4 9.5 45 7.0

Source: Turkstat, Household Labor Force Survey Resultsand the Ministry of Family and Social Policies (2014).

*

Due to the changes in administrative structure of municipalities in 2014, Turkish Statistical
Institution has to published labour statistics only country based. In this regard, we only could
involve the data due on 2013 in the analysis.

90



As a result of this brief description of labour market characteristics in Turkey,
we can see that the main determinants of social protection level are the employment
patterns in the labour market based on the Bismarckian social insurance model. In
Turkey, deep social inequalities for different social groups result from: undeclared,
informal and precarious employment patterns; the difficulties of creating employment
in the formal sector from a decent work perspective; stratification between formal and
informal employment, rural and urban employment, women and men, unskilled and
skilled workers; and the increasing unemployment rate for all social groups. Under
these conditions, new workfare policies strengthening the relationship between work
and social protection cannot reduce inequalities due to structural problems of the
labour market. On the contrary, these policies reproduce existing inequalities.

Conclusion

As aresult of new social policies which link social protection to work, it is impossible
to extend social security coverage and decrease inequality without solving the
structural problems of labour markets and employment patterns. Under the conditions
of huge unemployment and precarious employment patterns, new social policies that
strengthen the relationship between work and social protection reproduce existing
inequalities. From the workfare perspective, new social policies implemented all
around the world, including Turkey, are not reductive of inequality. On the contrary,
they are reproductive of inequality.

In this regard, a holistic approach for social security and labour market reforms
is essential to sustainability and equality of the social protection system in Turkey.
First of all, in the field of the labour market, employment-friendly macro-economic
policies; education and employment policies ensuring labour productivity; regulation
policies creating decent work in the labour market; demand-side employment
policies in addition to supply-side policies; and the anti-discrimination perspective
in employment policies are essential to cope with employment and inequality
problems. In context of social security, social policies aiming at income equality;
policies empowering the redistributive function of social security, and policies
making the public social security system more extensive and efficient are essential to
cope with social protection and inequality problems.

In conclusion, a holistic approach with the goal of strengthening the
redistributive function of social security and regulative employment policies from
an equalitarian perspective is required under the circumstances of the new social
policies. Otherwise, income and social inequality will be created and reproduced by
current unequal and precarious forms of employment patterns.
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7 Seeking cheap labour
New trends and regulations in the Turkish
labour market
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Abstract

Cheap labour plays a vital role in today’s global competitive economies by creating huge
profit opportunities for employers through two ways: Capital flows into undeveloped and
developing countries for employing the cheap labour; and cheap labour from undeveloped
countries moves to the developed and developing ones. On the basis of this framework,
Turkey can be argued as an example country for employing foreign workers as cheap
labour in both national and international markets related to labour market restructuring and
employment policies. While the Turkish labour market is evaluated as a cheap labour source
by international firms, ironically Turkish workers do not prefer low skilled and low wage
jobs, according to the data given by Turkish Employment Organisation. Although there
are very limited official statistical data concerning the issue, the new trends and the new
regulations need to be studied. Most information is based on written and visual media articles
cited by employers and reports from governmental and non-governmental organisations. In
this article, these new trends and regulations related to seeking cheap labour are examined
through three examples: ‘Migrants, especially Syrian refugees who are in Turkish labour
market’, ‘Turkish prison labour usage by private sector firms as a new governmental
implementation’ and ‘employment preferences of Turkish construction firms which are
engaged in international market’.
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Introduction

Recently, there has been a debate about new labour mobilisation in the migration
and forced labour literatures. [LO and human rights organisations (ILO, 2001;
2014; Human Rights Watch, 2015) particularly emphasize the necessity to fight
against undesirable results of this type of mobilisation. Despite all risk factors,
labour mobilisation should be accepted as a phenomenon which has changed due
to historical and economic circumstances. Various theoretical approaches have
been put forward to explain distinctive features of labour mobilisation throughout
history. According to Marx (1997), in a capitalist economy, in order to decrease the
wages and to discipline the labour force, a ‘reserve army of labour’ is created. The
reserve army of labour is always present and recently has gained a new character: the
potential of being disposable. Bales (2000), claims that “being disposable” means
new slavery. When the contemporary status of the reserve army is examined, we
can see that the theoretical position put by Marx is valid today. In ‘development
theory’, Lewis (1966) posits the labour movement from lower paid jobs in traditional
sectors to the higher paid jobs as a key factor in the economic development process.
The neo-classical approach, in contrast, focuses on the geographical factor which
pushes the labour mobilisation to welfare regions while putting more emphasis on
individual, rational choices of immigrants (Bauder, 2006).

One of the most popular theories is “segmented labour market theory”, which
distinguishes between primary and secondary sectors within the economy. This theory
explains that in the labour market all high-skilled and high-paid jobs are gathered
in the primary sector while the rest remains in the secondary sector. In this regard,
people who are in the lowest layer of the social hierarchy accept the low-paid jobs and
they are accumulated in the secondary sector. After a while, as a result of the relative
increase in earnings, the secondary sector workers do not prefer to work at those
“poor graded jobs”. Thus, these jobs become open to immigrant labour (Piore, 1979).
Among other theories, Wallerstein’s ‘migration network theory’, which focuses on
unequal distribution of economic and politic power in the world economy for sharing
immigrant labour, is worth mentioning, particularly because this approach deals with
the regional labour mobilisation and it points to the continuity and reproduction of
migration (Wallerstein, 1974; Massey, et al., 1993; Toks6z, 2006: 18-22). Finally, the
regulatory role of the state, emphasised by Bourdieu (1986), should be mentioned in
the theoretical debate. Lusis and Bauder (2011: 214) suggest that “governments in
both migrant source and destination countries create, revise and abolish migration
policies to meet particular objectives.”

On the basis of these theoretical debates, it is argued that Turkey has gained
more importance both as transition and destination country in terms of human
trafficking and immigration. In Turkey, recently, there has been a proliferation of
the news in the written and visual media about ‘importing’ foreign workers and
using other cheap labour forms. In this chapter, some examples from the media
are discussed in order to shed light on the underlying factors of this trend. In this
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regard, the chapter begins by presenting outlines of Turkish labour market and its
new developing trends. After that migrant and refugee waves would be examined
on the basis of Syrian refugees who are seen as an unexpected resource of cheap
labour. Then, new government regulations, which aim to spread prison labour usage
by the private sector are summarised. Finally, employment strategies of Turkish
construction firms in the international market are discussed in relation to decreasing
numbers of Turkish workers employed by those firms. It is shown that these firms
have recorded increasing profits while they hire foreign labour instead of the Turkish
workers in order to decrease the labour costs. Thus, the cheap labour process in the
context of the particularities of contemporary trends in labour movements on the
basis of the Turkish example will be analysed in three sections.

Characteristics of the Turkish labour market and new trends

The Turkish labour market is characterised by its young population; low labour
force participation rate in general and amongst women in particular; and the dual
structure of the labour market, which consists of informal employment along with
the formal employment. In more detail, Turkish Statistical Institute! (TurkStat, 2015)
reports that the average age of youth population is 28. At the same time, the labour
force participation rate is relatively low in general (50 per cent) and extremely low
amongst females (29.9 per cent). As of April 2015, 33.3 per cent of total employment
consists of informal employment. Moreover, there is a gap between supply and
demand in the Turkish labour market. Accordingly, employers claim that they
cannot satisfy their labour demand. Indeed it can be revealed that only 46 per cent of
open positions were filled in 2014 and 53 per cent in 2015, through data by Turkish
Employment Organisation (ISKUR)? (Sakal, 2015:62). Now the question is how the
gap between supply and demand can be explained. According to some approaches,
public aid, including social assistance systems such as green card, aid in kind and
financial aids, i.e. conditional cash transfers, can prevent persons from participating
in registered employment. In other words, people who are registered in the social
assistance system are claimed to prefer undeclared and unregistered employment in
the informal sector (Ministry of Family and Social Policies, 2014), because, if they
participate in registered employment, social aids are cut.

As a result of the special position in the Turkish labour market, employers
who prefer registered employment seek another labour resource. Nowadays hiring
workers from abroad is debated amongst market actors. Despite the high rates of
unemployment and youth unemployment, the “high rate of unregistered economy
in Turkey makes it easier for immigrants to catch a job in the market” (Lordoglu,
2015:40).

1 Tiirkiye Istatistik Kurumu
5 ISKUR: Tiirkiye Is Kurumu
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Moreover, the most important feature of the Turkish labour market is the low
labour costs. In effect, Turkey has been transformed into a ‘cheap labour heaven’
as a result of a range of structural adjustment programmes implemented since the
beginning of the 1990s (Miiftiioglu, 2011:8). In a nutshell, Turkey implemented
the ‘Structural Adjustment Programmes’ (SAPs) which were based on neo-liberal
policies in order to generate the flexibility of the production process. The main goal
of the SAPs was to achieve Turkey’s integration into the global production network.
Thus, Turkey’s function in the global production network has become to produce
sub-industry and contract manufacturing which heavily depend on cheap labour. At
the same time, there has been a continuous migration process from relatively poor
districts of Eastern and South-eastern Anatolia to metropolitan areas due to poverty
and political reasons. In addition to this domestic labour mobilisation during the
1990s, foreign labour in the form of so-called ‘shuttle trade’ has entered the country
as a part of international trade network. Thus, illegal immigrants have participated
in the labour market in a way which supported the development of the cheap labour
haven (ipek, 2014).

Turkey’s geo-politic position as a bridge between Asia and Europe has enabled
the country to be both a transit and a host country for migrants and human traffickers.
As a resource of cheap labour, these groups are vulnerable and they can be exposed
to abuse, exploitation and inhuman working conditions. Moreover, according to
Walk Free Foundation (WFF)’s Slavery Index Report (2014), Turkey is 105th among
167 countries in terms of prevalence of modern slavery® (see Table 7.1).

According to the Slavery Index Report, Turkey has ‘CCC’ rating, which
indicates that government has a limited response to the modern slavery. With regard to
vulnerability to modern slavery, European countries consistently rank high on indices
of peace, democracy, anti-corruption, human rights and access to social services. The
top five countries on the report’s list are the most vulnerable countries in the region
due in part to high discrimination measures, poor state stability and weaker human
rights safeguards. Turkey has been recorded as having high vulnerability ratings for
modern slavery.

3 “Modern slavery” is different from chattel slavery and means disposable temporary labour. For
more information see Bales 2000.
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Table 7.1. Rank of selected countries by prevalence of population in modern slavery
(1=most severe problem, 167= least severe problem

Rank Country % of population Estimated Population

in modern population in

slavery modern slavery
1 Mauritania 4.000 155 600 3 889 880
2 Uzbekistan 3.973 1201 400 30 241 100
9 Syria 1.130 258200 22 845 550
59 Bangladesh 0.435 680 900 156 594 962
105 Turkey 0.248 185500 74 932 641
145 The USA 0.019 60 100 316 128 839
167 Iceland 0.007 <100 323002

Source: Adapted from Global Slavery Index, 2014:19

The data on modern slavery signifies the vulnerability of foreign labour fleeing to
Turkey. Furthermore, the attitudes of employers about employing foreign labour on
the basis of recent interviews available through the written and visual media can be
shown. The samples presented below show that employers have complaints about
inadequacy ofthe labour supply and expectations from employment of foreign workers.

Oneoftheseniormanagerswhoisincharge ofminingcompany claims (Evrensel,2013):

“We cannot employ Turkish labourers due to their demand for desk jobs. We are
having troubles to find labour force and there is a manpower deficit in the last 3
years that’s why we have to cut the capacity in half. We cannot meet the demands
of international clients. If the government allows, we may employ the refugees
who escaped from civil war in Syria thereby we can save the sector and offer an
employment opportunity to the refugees.”

A senior manager of Istanbul Garment & Outfit Exporters Association declares
(HaberTurk, 2014):

“The Syrian refugees can cause employment problems concerning the East of
Turkey. However, the refugees are an important labour source for our sector in
Marmara Region and they are rescuing the sector in the region.”

Hecontinuesby confirmingtherole oflargenumbers of Syrian workers withinthesector:

“Our sector has problems in the west of Turkey. Syrian workers solve the deficit in
employment and cost problems. Before the migration wave began, there has been
a plan for employing Bangladeshi workers labour due to lack of unskilled labour.
Fortunately, Syrians will solve the problem for a significant period, but, sooner or
later, we will demand Bangladeshi labour. Despite high rates of unemployment,
we have difficulties in recruiting unskilled labour. Although we pay minimum
wage, employees prefer to work on desk-job instead of a factory production line.”
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Anexplanationiscited below aboutseeking cheap labourinanewspaper (Sabah,2010);

“Turkish construction firms which rank number two after China in the
international construction sector have taken action in order to decrease labour
costs. Employers are seeking skilled labour as a way to get a larger share in
international markets. Employers wish to employ Vietnamese labour which is
highly skilled in handicraft rvather than Turkish labour. Turkish labour is paid
US$1100 averagely except the insurance which costs nearly US$300-400, making
a total of US$1500 per month. Therefore, with the purpose of cutting the costs, the
employers concentrate on Vietnamese labour whose monthly expenses do not cost
more than US3750. Employers give three reasons why they prefer Vietnamese
labour: They have high skills in handicraft, they are inclined to teamwork and
they are well disciplined’™

As a response to these demands for foreign labour, the Law on Foreigners
and International Protection No. 6458, 2013°, which prescribes the adjustment of
migrants and refugees to the society, came into force in 2013. After that, Prime
Ministry (2015) proposed legislation on “Employment of Foreigners” that suggests
establishing the ‘General Directorate of Foreign Labour Employment’. Accordingly,
it aims to control and register the foreign labour inflow. The fact that “illegal
foreign labour constitutes an important subcategory of unregistered and unrecorded
economic activities” (Y1ldiz, 2007:72) should be taken into account in the legislative
regulation attempt. This legislative proposal was made to the Parliament on April
2015 and the negotiations are still in process. After presenting the general features of
the Turkish labour market, three cases, mentioned above, which represent new trends
and regulations will be discussed.

4 The amounts regarding the wage levels in the newspaper article are valid for international market
as these wage levels are considerably higher than domestic market wages.

5 This law created the “Directorate General of Migration and Management”, which endeavours
to settle the acts and actions of all foreigners who apply for international protection, who are
the victims of human trafficking and who are trying to harmonize with Turkey in particular, by
developing people-oriented policies. Before this law there have already been many laws that serve
at cross-purposes in national legislation, including;

The Law on Residence and Travel of Foreigners in Turkey No.5683, 2003.
The Passport Law No.5682, 1950

The Settlement Law No.5543, 2006

The Law on Work Permit for Foreigners No.4817, 2003

The Duties Law No.5901, 1964

The Foreign Direct Investment Law No.4875, 2003

The Turkish Citizenship Law No.5901, 2009

6 In Turkey, Prime Ministry is a legislative institution that constitutes many sub-departments. So
the proposal was not made directly by the Prime Minister. Rather, it was made by the ‘General
Directorate of Laws and Decisions’.
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Turkey at the crossroads for migrants and refugees

Before the collapse of the Eastern Bloc, Turkey was an emigrant country and then it turned
out to be an estate and transit country for migrants and refugees from nearby countries
(Toksoz, 2006). There are three forms of external migration that give the Turkish labour
market a new view. The first form of migration began after the collapse of the Soviet
Union in 1989. The second form of migration has emerged in 2011 after the outbreak of
the Syrian civil war. As a result of the war, hundreds of thousands of Syrian refugees have
been settled in the camps in the South-eastern region of Turkey from which they spread
countrywide after a while. The third form of migration is associated with the human
trafficking. Traffickers according to their preferences may stay in Turkey permanently or
temporarily. The first two forms of migration constitute the main focus of this section.

The collapse of the Eastern Bloc has created two realities: The first one is the
‘shuttle trade’ as a new form of international trade network and the second is the foreign
labour flow from former Bloc countries. This migration has supplied a relatively skilful
labour force.

However, despite the fact that workers from former Bloc countries were skilled
and well educated (mostly professional), they have been employed in unskilled jobs
in the informal sector with low-wages. This flow still continues. In 2003, the Turkish
Parliament introduced the Law on Work Permits for Foreigners No.4817, 2003. There
were also two important re-regulations, in 2011 and 2012, which aim to stem foreign
labour inflow (Erdogdu and Toksoz, 2013).

Figure7.1. Number of work permits given to foreigners by economic activity per year in Turkey
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Source: The Figure adapted from statistics of work permits of foreigners published by Ministry of
Labour and Social Security in 2014.
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Most immigrants who work within the scope of this law are employed as
craftsman, technician, low-skilled worker, and manager in institutions with a foreign
partner. However, their quantitative rate is at a negligible level in terms of affecting the
labour market (Lordoglu, 2015:38). Following these policies, there has been a sharp
increase in number of work permits given to foreign labour in general and female
foreign labour in particular. Female foreign workers are mostly employed at the
household services (Ministry of Labour and Social Security, 2014) (see Figure 7.1).

In 2011, the Syrian civil war caused another migrant flow into Turkey. At the
beginning of the immigration process from Syria, between 50,000 and 100,000
refugees were expected to escape from the civil war but there have been many more
refugees in Turkey, much beyond the initial expectation. Turkey hosts currently more
than 1.7 million Syrian refugees and this number is expected to multiply unless the
conflictends in Syria (HUGO’,2014). Since the beginning of the Syrian crisis, Turkey
has provided an emergency response and declared a temporary protection regime for
Syrian refugees, such as housing and assistance (UNDP, 2015). According to the
UNHCR report (2015), Turkey hosted approximately 1.8 million Syrian refugees by
March 2015, with 1,718,147 of this number officially registered.

This situation has considerable influence on the local labour market (Lordoglu,
2015), which can be examined from various aspects such as cheap labour in labour
relations, capital flows from Syria, business activities and positive and negative
attitudes of the local people. When it is examined from the perspective of labour
relations, a couple of points are observed: On the one hand, this crisis and uncertainty
is favourable from the point of view of employers who see it as an opportunity to
employ cheap labour. Akdeniz (2014:151) claims that there were two options for the
Syrian refugees: they would have lived as needy indigent persons by panhandling
or they would have clutched onto life by working even at slavery conditions.*On
the other hand, employment of Syrian refugees as ‘cheap labour’ results in the
possibility of decreasing job opportunities for local people. In other words, do
the Syrian refugees indeed cause unemployment? The HUGO report (2014)
demonstrates that local residents are filled with fear of losing their jobs, which leads
to attitudes of xenophobia. As Figure 7.2 shows, more than half of the sample group
in the region take a rejectionist position to Syrian refugee inflow. Furthermore, they
believe that refugees decrease the job opportunities for local population. Although
Syrian refugees want to participate to the labour force instead of being dependent on
social aid, their demands for work are met with a negative perception by the local
community.

7 University of Hacettepe, Migration and Politics Research Center

Most of them have chosen the second one; however, there are substantial numbers of Syrian
refugees who engage in a significant amount of panhandling. Although the society does not accept
this panhandling activity, there isn’t any other choice for most of the Syrians to earn their livelihood
except panhandling.
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Figure 7.2. Do the Syrian Refugees decrease the employment opportunities for local population?
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In 2013, according to TurkStat (2013), Kilis, Gaziantep and Adiyaman have
become the first three cities across Turkey where the unemployment rate has decreased
while the production capacity has increased. This means that the number of workers
employed has increased as much as it has caused a decrease in unemployment rate.
In another words, the Syrian refugees have expanded the economic activity in this
region (HUGO, 2014).

Economic activity in the region concerns an additional aspect of the influence
of Syrian migration: Capital flow from Syria to Turkey. Indeed, some of the Syrians
who have brought capital have become employers. Syrian capital creates new
entrepreneurship relations not only in the region but also in Turkey. According to
statistics of Tiirkiye Odalar ve Borsalar Birligi (TOBB) (Union of Chambers and
Commodity Exchanges of Turkey) (2015:3), in the first four months of 2015, 1,557
companies with foreign partner capital have been established; 491 of them have
Syrian partners, whereas 113 of them have German and 97 of them have Iranian
partners. Moreover, Syrians have set up an ‘Employment Agency’ in Urfa, where 200
refugees on average apply for a job per day. 11,500 refugees have applied, thus far,
for a vacant job (GAP Haberleri, 2015). While Syrian refugees play a vital role for
employers as cheap labour, they also have created unexpected income opportunities
for the local people, such as rent increases (MIPEX®, 2015). Landlords prefer the
refugees as tenants because they let out their houses at higher than optimal price. The

9 Migrant Integration Policy Index
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Syrian population in Turkey can be accepted as a cost element for the country but
they also can cause economic vitality and create value in various ways.

To sum up, a part of the Syrian refugees will return to Syria after the civil war
but the rest of them may choose to stay permanently in Turkey and to seek better
living conditions. There are two crucial subjects that deserve attention: protection
of Syrian refugees’ rights without harming local labour in domestic market; and
policy measures that should be taken immediately to manage refugee’s continuing
migration process.

Prison labour as a new resource for cheap labour

There is a new practice concerning prison labour usage for piecework by private firms
in Turkey. In prison workshops, although private sector work is currently performed
on a small scale, both in terms of labour and profit, it is expected that firms will
have a greater share of prison workshop production in the near future. Therefore, the
following discussion presents a detailed investigation of the implementation of this
growing business practice.

ILO Convention No. 29 and Convention No. 105 forbid all types of forced-
labour except ‘prison labour’. This exception is based on rational and reasonable
arguments: to help the rehabilitation of convicts; to prevent idleness; to train and
create new skills for jobs; and to protect current skills of prisoners which they would
need after their release. Generally prison labour works on ‘government account’.
In some countries, private sector firms enter contracts with governments to run
prisons and/or workshops. This is conceptualised as the ‘privatisation of prisons’
and the ‘prison industry’ (Coyle, et al., 2003). How does the prison industry work? It
works in three ways: Firstly, the private sector operates some correctional facilities
instead of public administration. All managers and guards are employed by the firms.
Secondly, prisons are clients of private sector firms. They sell telephone tokens,
electronic bracelets, cameras, automatic doors, and even prefabricated jail cabins.
Lastly, convicts are hired by the private sector firms (Savci, 2004). In Turkey, the
first official data about the implementation of private sector activities in the prison
workshops was released in 2011 by the Turkish Ministry of Justice. However, there
has been a strong debate on prison privatisation amongst academics and authorities
of the justice system in Turkey since the 2000s (Bigak, 2001). Governmental
authorities claim that there is a need for new regulation regarding the prison labour
in order to restructure the performance of workshops including lowering costs and
improving inefficient usage of labour originating from low skills and reluctance of
convicts to work (Savcei, 2004). As a result, in 2005 and in 2012 two new regulations
in the “Legislation on Administration, Accounting and Bidding of Corrections
and Department of Workshops” were introduced successively by the Ministry of
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Justice!'®. Thus, the new regulation organised piecework and prison labour usage for
private sector firms more effectively. Basically, while the Turkish labour market can
provide cheap labour force for employers outside, prisons offer lower wages than
labour market level and more disciplined workers.

Figure 7.3. Convicts employed by private sector firms in prison workshops
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Source: www.iydb.adalet.gov.tr/dokumanlar/faaliyet_raporlari/FaaliyetRaporu2012.pdf
www.iydb.adalet.gov.tr/dokumanlar/faaliyet_raporlari/FaaliyetRaporu2014.pdf

Turkish employers have discovered convicts behind bars as a cheap labour
source. As seen from Figure 7.3, between 2010 and 2014, number of convicts
who are employed by private sector firms has increased approximately nine times.
According to Ministry of Justice (2014), 91 private sector firms have employed
1,665 convicts in workshops. When it is compared with the world scale, number
of convicts employed in Turkey seems minor, but its potential of increasing should
be considered and not be underestimated. Indeed, as the prison population has risen
three times in the last decade, prisons provide the opportunity for employers to reach
a special form of reserved labour (Ministry of Justice, 2015a).

How does the system work? The production always takes place in the workshop,
which is located inside the prison. During the production process convicts are

10 Law on Establishment and Administration of Workshops Institution in Prisons No0.4301 came into
force in 1997. Legislative changes in regulations have been made according to various needs of
the workshops in several times.

105



employed in many kinds of branches such as food, spare parts for automotive sector,
LED lighting various mounting parts, textiles, tricot knitwear, shoes, etc. Under the
control of technical staff, new technology that has been brought in by employers
and well-disciplined labour create the most productive milieu in the workshops. As
a result, in the recent period, the profit from workshops gained by the private sector
firms has increased as expected. It is clear from the Figure 7.4 that in only five years,
total revenue from these workshops has increased by 12 times. Considering the low
level of wages and the high increase in revenue at the Turkish prison workshops, it
is obvious why employers prefer prison labour.

Figure 7.4. Revenue according to collaboration with private sector firms and
administration of workshop per year
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According to data from the Ministry of Justice (2015b), the daily wage for
a craftsman is 10 Turkish Liras (TRY) (US$1=TRY2,66)"" whereas apprentices
earn lower than this amount. Moreover, overtime work on weekends points out the
profitable capacity of workshops. An interview'? with Head of Isyurtlart Kurumu
Dairesi (Department of Workshop Institution) (DWI) reveals that while employers
pay prison administration TRY25 for the daily wage per convict, the prison
administration pays only TRY 10 to convicts. The rest of the revenue is transferred
to the DWI’s “job improvement fund.” The Head of DWI adds that cheap labour can
be an advantage for employers because they do not pay any amount for renting the

11 According to the exchange rate on 26th June 2015.

12 Interview was held with the Head of DWI, Ministry of Justice in Ankara, on 25 June 2015 by Prof.
Dr. ilkay SAVCI.
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workshop, food or transportation expenses of workers, including all kinds of utility
bills. As a result, prison does not only provide cheap labour, but also presents a
profitable environment within the package. The Head of DWI continues:

“There is a high number of applications by private sector firms but we are
selective in contracting with the firms. As prison administration our aim is mostly
to provide competency for convicts on industrial jobs. Accordingly, we prefer
employers from industry-intensive regions of the country. Thus, in those regions,
prison-private sector collaboration comes through. With workshop experience,
our expectancy is to provide employment of convicts in industry sector in the
same region after release. Besides, we train convicts by cooperating with experts
of Ministry of Education, Life Long Learning Department, universities and
ISKUR. Employers undertake the role of transmitting their experience to convicts
and training them about the practical ways of the job. After release, we certify job

”

experiences of the convicts.

Two new legislative regulations in 2005 and in 2012 by DWI also arrange
prison labour usage by private sector firms more effectively according to new
needs that have appeared. The first legislation regulated the regime of contract
manufacturing related to piecework but it has not adequately addressed the needs.
Therefore, the second legislation has added new regulations to some articles of the
previous legislation. They provide insight about demands of employers. The training
programme, which is called the “compulsory apprenticeship” and held for six
months, covers all convicts without distinguishing between closed and open prison.
If convicts are newly incarcerated it is assumed that they don’t have any job skills.
Moreover, new status positions are created, such as “workshop chief”, “supervisor”,
“craftsman”, “technician for controlling job and labour process”. Other measures
worth mentioning are cutting wages in the case of undesirable workplace conduct;
determining the daily production quota; and employing the convict in the workplace
of employer and/or his/her partners.

Employers demand skilled labour and they also propose a well-organised
production process. In order to serve these purposes, legislative regulations have
been prepared and implemented. With the new regulations, the workshop system
gradually may turn into semi-privatised structure and create “a cheap labour haven”.
On the contrary Head of DWI claims;

“Our aim does not convert prisons into cheap labour havens; we are targeting
to increase employability by combining system and probation. There are convicts
who earn TL650 per month and they have “maternity insurance” and “insurance
of occupational accidents and professional diseases.” This implementation has
to definitely be accepted as distinct from similar samples in Western countries.
Experts from EU countries have observed the workshops and distinguished the
properties of the new implementations as an example.’

1l

Under these circumstances it can be said that prison labour will expand in the
near future and offer incubation opportunities, especially for small and medium
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enterprises (SMEs) in sub-industry. The new system — if it is well managed — may
confer advantages both in terms of convicts’ future after release and growth of
companies in the sector.

Seeking cheap labour of Turkish construction firms in the international market

The Turkish construction sector recently has experienced employment problems
in national and international markets. Generally, the Turkish construction sector
tends to employ local labour in the national market. However, according to a recent
newspaper article (Hiirriyet, 2015), one of the biggest Turkish construction firms,
which has engaged in both national and international markets, demands ‘foreign
labour (especially Vietnamese workers) import’ due to lack of local labour supply.
As an example, one of the managers from a construction firm said that they had
employed Vietnamese workers in Libya and they were quite satisfied with their
work performance. As he describes the workers: “Vietnamese labour tends to fit in
teamwork and they are extremely disciplined” (Hiirriyet, 2015). Recent legislative
regulations which make possible importing foreign labour try to solve this problem
of a lack of local labour supply. The decreasing rate of Turkish labour employed by
construction firms in the international market in last decade is cited an additional
problem (INTES!3, 2014). This news article calls attention to the reasons for this
situation. Therefore three senior managers of construction firms were interviewed
and the findings are cited in various parts of the following discussion.'*

Turkish construction firms entered the international construction market for
the first time in Libya in 1972. After that, international destinations have expanded
notably to former Eastern Bloc countries, Middle East-North Africa (MENA) and
Turkic countries. From 1972 to 2013, 2,348,435 Turkish workers were employed
while 7,771 projects - total amount is US$277.7 billion - were undertaken by Turkish
firms between 1972 and 2014 (Ministry of Development, 2014:18; INTES, 2014:
29). An Engineering News Record (ENR) report (2014) shows that 36 Turkish firms
are listed among the top 250 international construction companies. In the success
of these firms, their competitive strategies, focusing environmental opportunities,
managerial approaches, timing, and of course, cost management draw attention (Oz,
2000; Korkmaz and Messner, 2008). Cost management of the firms, especially labour
costs, should be examined in detail to explore the conditions of foreign labour usage.

A short review in the related literature claims that Turkish firms usually prefer to
employ Turkish subcontractors and workers in international market (Ulubeyli, 2010;
0z, 2010). Moreover, low wages are mentioned as one of the reasons for employment

13 The Turkish Employers’ Association of Construction Industry

14 Three interviews were held with the Turkish firms amongst top 250 international companies on
21 - 26 June 2015 in Ankara by Prof. Dr. ilkay SAVCI. Those firms are mainly engaged in con-
struction sector; energy, military industry and trade can be identified as their secondary sectors.
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of Turkish workers in the first place (Giritli, et al., 1990:416). Subsequently, increase
in wages and inflow of foreign immigrants into the international construction market
have altered the preference of firms about Turkish workers. Additionally, INTES
(2014) and Ministry of Development (2014) declare in their reports that legal
regulations between host and home countries'® have changed significantly according
the economic and market conditions. Hence, firms have started to prefer taking the
advantage of using foreign unskilled workers as cheap labour in international market
in general, and for routine jobs in particular (Ministry of Development, 2013:19; Oz,
2010:138-139).

Recent legislation on the social security premiums of Turkish workers employed
in foreign countries sheds more light on the underlying reasons for the new trend.
The social security premiums of Turkish nationals employed to work abroad are
paid on the basis of articles of agreement signed with the host country. However, if
the host country does not sign any social security agreement with home country, the
Social Security and General Health Insurance Law No. 5510, 2006 is implemented.
According to this law, firms pay premiums for general health insurance'® and the
short term insurance branches. Therefore, employers are responsible to pay 14.5
per cent of the monthly wage of the worker as the total premium (12.5 per cent for
general health insurance and 2 per cent for short term insurance branches). If workers
accept work abroad, they have to pay long term insurance branches as “voluntary
insurance”. The premium for long term insurance branches (disablement, elderliness,
death) is 20 per cent. Before this regulation, premiums of workers used to be paid
as “group insurance” in accordance with the Law of Social Insurance No. 506,
1945, article 86.!7 Thus, the labour cost was lower for employers under the previous
social security legislation. To sum up, because of compulsory insurance premiums,
employers hesitate to ‘export’ Turkish nationals abroad while due to voluntary
insurance premiums workers do not prefer to work outside the country. Turkish
workers generally avoid paying their voluntary premiums and want the employers to
pay instead of them. This point is emphasised by employers during the interviews.
Relevant governmental institutions and non-governmental organisations also
emphasize that the legal framework of social security plays arestricting role for Turkish
workers’ employment abroad (Ministry of Development, 2014:22; INTES, 2014:34).

Table 7.2 gives a remarkable picture of labour and cost management in foreign
countries in which construction firms engaged. Between 2003 and 2013, numbers of
employed fluctuate; however, since 2006, the number of employees has decreased
from 81,000 to 57,953 (the rate of decrease is 39.4 per cent). In contrast with the
reducing number of employees, the revenue gained from construction activities has
increased. Considering Table 7.2, increasing productivity, high level competency of

15 Host country refers to ‘Destination Country’; home country refers to ‘Origin Country’.
16 Those workers are accepted as “insured” in accordance with the Law No.5510: articles 4/a -5.

17 For more information, see. The Law No.506.
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Table 7.2. Turkish workers employed in international construction market

Years Numbers of workers employed abroad Numbers of workers employed per US$
million
2003 34 151 8,13
2004 40198 3,58
2005 60 335 5,24
2006 81379 3,89
2007 70 024 2,84
2008 58 602 2,47
2009 59479 2,67
2010 54 847 2,70
2011 52491 2,80
2012 57593 2,20
2013 55369 1,76

Source: INTES, 2014:31

personnel, labour saving high technologies and wide experience of the management
might explain those rates. However, measures of employers for decreasing labour
cost should be kept in mind. Indeed, interviews held with senior managers show that
effective labour cost management lies behind these figures.

Connected with the labour migration process, when the international labour
market is examined, generally three kinds of workforce can be classified: First of all,
foreign firms bring their own national workers to the host country (primarily technical
and managerial crew) (Ulubeyli, 2010; Oz, 2010). Secondly, local workers are
employed by the foreign firm as a requirement of the host country. Lastly, immigrants
coming by legal or illegal means into the host countries consist of cheap labour.
This group generally comes from developing countries, especially south-eastern
Asia. Therefore, the combined employment of individuals from these three kinds
of workforce is characterised by labour market conditions and features of the host
country (Malit and Youha, 2013; ILO, 2013:105). This information is consistent with
managers’ statements during the interviews. In many host countries, requirements to
employ local workers are created by legislation. Oil-producing countries, especially,
impose quotas for local workers’ employment (Jeddah Consulate General of Turkish
Republic, 2014; Malit and Youha, 2013). ILO (2014) emphasizes that the third kind
of workforce mentioned above, i.e. legal or illegal immigrants, can be exposed to
forced or bonded labour. In particular, the report explains that in the international
construction market migrant workers from poor countries are employed to work on
construction sites of richer countries. In some cases, those “workers are posted with
contracts tendered out to companies based in third countries” (ILO, 2014:19).
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Despite the struggle of government authorities against unfavourable conditions
of migrant workers, the dependence of the country on foreign labour in the region
causes failure. For instance in the Gulf region, governments “failed to reimburse
recruiting fees; confiscated worker pass-ports and housed workers in substandard
accommodation. Despite significant and laudable labour law and policies implemented
by the development companies involved in the project, the lack of rigorous
investigation, enforcement and sanction resulted in on-going abuses of workers”
(Human Rights Watch, 2015: 579). Unfortunately, foreign migrant workers cannot
earn money they deserve according to “high numbers of working hours imposed on
them through the various means of coercion” (ILO, 2014: 20-21). An ILO report
gives an example from Eastern Europe of exploitation of foreign migrant workers:

“Migrant workers are brought illegally to work on a construction site, without
knowing the working conditions or terms of payment. There, they discover that
they are forced to live together in a remote place provided by the employer
(to avoid police controls) and told that they will be paid only at the end of the
construction. A few days before the end, when the work is done and wages are
due, the owner may call a law enforcement officer to inform him of the presence
of irregular migrants. The workers are then deported and the employer does not

’

need to pay them”.

Finally, explanations taken from interviews show how cheap labour is used
in the international construction market. According to the senior manager of a
construction firm:

“As an actor at the international market, which depends on high competition,
you have to play according to the rules. There are two important points: your
work has to be economic and qualified. So, we only employ skilled workers. This
is valid for all dimensions of construction. We would like to work with Turkish
sub-constructors and workers and we are already working. Today s biggest firms
in the market were once sub-constructors. There is a bottleneck due to the tough
status of Social Security Institution law, pressure from host countries forces us
to use local labour, in addition to the reluctance of Turkish workers who do not
want to work under host countries’ conditions. As an example, “a country” in
the Middle East obliges us to employ one domestic worker for every nine Turkish
workers. We compulsorily employ, however, we pay his money, and then we tell
him not to come to construction site; because he neither knows the work nor
wishes to work.”

“We try to move our high skilled workers (engineers, managers, technicians) to
the destinations. If there is an obligation like employing local workers under a
quota, we find sub-constructors. These sub-constructors vary according to the
host country’s labour market conditions. For example in the Russian market,
in addition to Turkish workers as core group, we employ Uzbeks and Russian
workers as local labour. There are many advantages of preferring those foreign
workers; because there are no costs such as daily transportation, housing, visa,
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and take-leaves due to homesickness. They have only lunch rather than having
meal three times a day, and waive off flight ticket costs. Moreover, they work for
one third of Turkish worker’s wage. Additionally in Russia after 18 months, all
Turkish workers have to be registered as taxpayers, hence we turnover Turkish
workers in periods of 18 months.”

“Living standards have been increasing in Turkey, which influences Turkish
worker s attitudes for working. That is, workers accept to work abroad only if
they are offered high wages and warm working conditions. Those have become
prominent among reasons of employers preferring foreign workers instead of
Turkish ones. Moreover, social security system has introduced tough rules for
both employers and employees. Turkish labour force who works abroad mostly
says ‘give me my net salary which I demand, and I do not mind the rest of your
business’. However, we have to pay all insurance premiums. Besides, the host
country asks us, in case of a sickness whether we’d take our labour force to Turkey
or not. Therefore, we have to pay health insurance abroad as well.”

Two managers emphasise that generally their labour force was comprised of
30 per cent Turkish workers and 20-25 per cent Nepalese-Indian workers, where the
rest of them were local workers. To note specifically, Nepalese and Indian workers
are employed only for kitchen, cleaning and laundry positions, not for construction
itself. This combination might change according to seasonal migration and legal
obligations. As a consequence, these explanations not only support the reality of
cheap labour usage in the international construction market, but also, they expose
economic and rational needs of the firms besides legal obligations. When recent
developments related to employment in the construction sector is taken into account,
it seems that there is an urgent need for governmental regulations protecting the
rights of national and foreign workers both in national and international markets.

Conclusion

In recent years, Turkey has transformed into a host country for migrants,
refugees and human traffickers. Further, employers who engage in manufacturing,
construction and trade sectors in international markets have gained competitive
advantage by employing foreign cheap labour. This situation has influenced the
domestic labour market by creating new trends and regulations. Based upon the
samples discussed in the present study, the rationality of seeking cheap labour has
been explained. Secondly, the legal framework, which is necessary to provide the
efficient management of current situation, has been emphasised.

Cheap labour examples (i.e., immigrants and refugees, prison labour, and foreign
labour in international market), considered together, suggest some insights for future
developments. For instance, it seems that some part of the Syrian refugees will return
to their countries; however, the rest of them will tend to stay in Turkey permanently.
Moreover, they will search for better employment conditions in the labour market.
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Ifthey prefer to stay, anew ‘reserve army of labour’, as Marx identified, would emerge
in the community. In this new labour market, as Marx observed (1997: 969), “even
convicts would have better working and living conditions in prison than reserved
labour has and moreover employees have outside”. It can be argued that the deficit
in the labour supply, which is claimed to be the underlying reason for demand for
foreign labour, can be met by this labour force. In the long run, however, this situation
would deteriorate the wage levels and living conditions for local labour. Prison labour
usage by private sector firms and employment of foreign cheap labour by Turkish
construction firms in the international market are the examples which we discussed
in this chapter and implications for the future were noted in relevant sections above.

The government measures and practices, on the one hand, should protect foreign
labour rights and living conditions. On the other hand, government should implement
a regulation which guarantees the accrued rights of local labour. Otherwise, local
labour can be exposed to the risk of losing their employment rights. In this regard,
there have not been any proper measures taken in labour markets yet. Turkey has
been experiencing a special and exceptional period, creating conditions that must be
taken under control with new regulations immediately.

Finally, problems regarding cheap labour, which are discussed in this chapter
in the case of Turkey, should not be considered to be specific to a single country
since these are common difficulties shared by many countries. Measures taken
by local governments might not be efficient and sufficient to cope with these
problems. Therefore, international organisations, such as the UN, and relevant
non-governmental organisations should act more effectively to undertake more
responsibility to influence policymaking processes of governments. Moreover,
public opinion on cheap labour usage can be created through various means such as
printed and visual media, internet, social and political platforms.
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8 Portrait values of undergraduate students
as prospective employees and their
corresponding attitudes towards career
and union

Ozge Kantas*

Abstract

This study investigated the value-portraits of 289 university students from 28 universities as
prospective employees, and relationships of values with careerism, attitudes toward unions,
career activities in universities and human resources practices of organizations in general.
Quantitative methods of correlation analysis, multiple regression analysis, and structural
equation modelling were employed for data analysis. Accordingly, how the undergraduates’
values are associated with their anti and pro attitudes towards labour unions, towards career
advancement through non-performance-based means, and towards career seeking activities
in universities were analyzed. The results indicated that career seeking activities are a form
of vocational self-concept exploration triggered by security and conformity value, but low
benevolence and tradition values, in addition to anti-union attitudes predicted careerism. Also,
career seeking activities were negatively associated with careerism. The results suggest that
career seeking activities can be considered as an adaptive social cognitive career behaviour,
and the implications are discussed. Although careerism and other attitudes regarding labour
relations have been studied in different contexts with some attitude measures (e.g., job
satisfaction, union apathy), to my knowledge, this study is the first time that careerism and
attitudes toward unions and human resources practices were investigated under the theoretical
framework of values.

Keywords: Schwartz’s values, careerism, career management, unions, human resource
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Portrait values of undergraduate students as prospective employees and their
corresponding attitudes towards career and union

The primary life role of many adolescents is being a student, with developmental
exploration fortheirupcoming adultlife. According to Bandura (2001), role behaviours
involve the intentional actions of individual agents that influence the social context
in order to meet personal needs. In a similar vein, “a correspondence between the
meaning of the role and the meaning of the self develops as a consequence of using
the role to define the self” (Collier & Callero, 2005: 48). This emerging adulthood
period requires some critical decisions that have implications for the individual’s
future well-being as well (Zenisek, 2014), including career behaviours.

Based on social cognitive career behaviour (Lent & Brown, 2013), adaptive
career behaviours are those that help direct students’ own career and educational
development. This may be both under ordinary circumstances and stressful
conditions as career and educational development encompasses periods of work
preparation, entry, adjustment, and change. However, my personal observation and
previous semi-structured open-ended interviews reveal that sometimes students
hesitate to attend to career activities, and some students are even strictly oppose to
these activities, such as vocational counselling services, career management support,
alumni meeting, career fairs, etc. In those interviews, many students indicated that
they do not attend to such activities for the sake of not being pejoratively labelled
as «careerist» or with the justification that these activities promote «careerism». On
the other hand, some students indicated that they oppose to such activities because
they find it contradictory to social and common welfare, and that such equity based
benefits may be acquired via labour unions. However, there were also many students
who are strictly opposed to unions based on beliefs that they are almost corrupted
and useless and that they seek privileges for those employees who share the same
political ideology as the union. Although there seems to be controversy, so far to my
knowledge no study had explored where careerism stands inbetween seeking career
activities and belief in unionism.

This study is an attempt to explore whether career seeking activities' go
along with a careerist orientation to work; to determine which individual values
are associated with career seeking activities and which values are associated with
careerism; and to investigate where the attitudes toward unions fit in relation to them.
In other words, this final research question addresses whether there is a controversy
of career activity versus union dichotomy or careerism versus unionism.

1 Although I called it “career seeking activities”, I assumed that not all of such activities are to “seek”
a career. Rather they are maybe to “know” a career, for instance. What I try to mean by “career seek-
ing activities” is seeking any form of career activities, such as alumni meetings, fairs, vocational
information brochures from career planning centers, etc.
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Careerism

Careerist orientation is defined as “the propensity to pursue career advancement
through non-performance-based means” and careerism is associated with consistently
more negative job attitudes, a greater desire to advance and to change jobs, and more
frequent promotions (Feldman &Weitz, 1991: 237). According to the belief system of
careerists, it is at best difficult and at worst impossible to attain career advancement
and progression in organizations with hard work, competence and high performance
alone. Instead, as essential strategies for individual career progression and advancement
in the contemporary employment relationship, careerists believe in using impression
management, politicking, deceit and the promotion of personal interests over those of
others. Careerists are known to share some common beliefs about career advancement
(Feldman & Weitz, 1991). That is, they think it is difficult to advance in organizations
through merit alone; therefore it is often necessary to use social relationships with
superiors, co-workers, and friends to get ahead. Appearance of being successful is as
instrumental as competence for advancement; thus, they sometimes find it necessary to
engage in deceptive behaviour to get the promotions to which they feel entitled. As they
assume that the individual’s career goals will be inconsistent with the interests of the
organization in the long run, they believe it is important to recognize that, ultimately,
each person is for himself/herself.

Nevertheless some argue that careers are now boundaryless and problematic,
involving many more radical moves, improvisation and expression of personal values
than before and thus more difficult to manage (Arnold, 2001, emphasis added). Therefore,
there is a major risk that many people who lack key resources will find themselves more
constrained than ever before, as opportunism and flexibility implies that careers should
be planned ahead. Work psychologists and vocational counsellors use social cognitive
psychological theories to predict and explain how individuals handle the tasks of career
management and how best to construe careers. Inevitably, this may well require quite
high levels of self~awareness and advanced thought patterns (Arnold, 2001, emphasis
added). This is because the career choices people make are more complex and varied
than simply depicting the type of work they wish to do. Additionally, yardsticks of career
success are increasingly self-defined rather than being defined by socially accepted
norms (Arnold, 2001).

Based on these premises, this study operationalized the above-noted personal
values referring to Schwartz’s Portrait of Value Systems; self-defined yardsticks of
career choices and success management are conceptualized within social cognition
framework as attitudes toward unions, human resources practices of organizations
and work orientation (i.e., whether careerist or not) that require advanced patterns of
thought; and key resources are regarded as including career management facilities in
universities. Careerist orientation toward work is already explained above, and the
following sections explain the value systems and attitudes toward unions.
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Values and attitudes

Values are cognitive representations of human needs (Rokeach, 1973). Schwartz’s
Value Theory also adopts the traditional notion of values literature. These universal
human needs capture biological, social-interactional and social-intuitional needs,
which serve individual survival, interpersonal coordination and group welfare
respectively (Schwartz, 1996). Human behaviour can be explained, coordinated
and rationalized by these individual values (Schwartz, 1996; Demirutku and Siimer,
2010). According to Schwartz’s Value Theory, ten empirically modified value domains
are specified; their definitions along with sample items are presented in Table 8.1.

Table 8.1. Definitions of individual-level value types and sample items

Basic
Dimension Value Type  Definition Sample SVS Items
Self- Power Social status and prestige, control or social power,
Enhancement dominance over people and resources authority, wealth
Achievement Personal success through demonstrating successful, capable,
competence according to social standards ambitious
Hedonism Pleasure or sensuous gratification for oneself pleasure, enjoying life
Openness to Stimulation  Excitement, novelty, and challenge in life daring, a varied life,
Change an exciting life
Self-direction Independent thought and action-choosing,  creativity, curious,
creating, exploring independent
Self- Universalism Understanding, appreciation, tolerance, and ~ wisdom, social justice,
Transcendence protection for the welfare of all people and  equality
nature
Benevolence Preservation and enhancement of the welfare helpful, honest,
of people with whom one is in frequent forgiving
personal contact
Conservation  Tradition Respect, commitment and acceptance of the respect for tradition,

customs and ideas that traditional culture or humble, moderate
religion provide the self

Conformity  Restraint of actions, inclinations, and obedient, honoring
impulses likely to upset or harm others and  parents and elders
violate social expectations or norms

Security Safety, harmony and stability of society, of  family security,
relationships, and of self national security

Note. Hedonism value type expresses both Self-Enhancement and Openness to Change dimensions.

Source: Demirutku, 2007: 16

Regarding the association between values, attitudes and behaviours, the
literature suggests that attitudes have cognitive, affective (i.e. emotional) and
motivational (i.e. intentional) functions; and serving for value-expression is one of
these functions (Katz, 1960). This is especially the case for attitudes which correlate
with relevant values, instead of irrelevant ones (Demirutku, 2007: 19). As long as
attitudes are value-expressive in nature, these attitudes are expected to be predicted
by individual values. To give the classical social cognitive definition, an attitude is
a state of readiness to respond (i.e. any response, from negative to positive) to an
external stimuli (i.e., an attitude object) that exerts a powerful and dynamic influence
on cognition and behaviour (Allport, 1935). In this study, the attitude objects that the
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influences of values are tested upon are “career activities in universities”, “human
resources practices in organizations” and “unions”.

As conscious orientation toward personal strivings can lead to value-expressive
attitudes (Demirutku, 2007) and values can assert influence via attitudes (Rokeach,
1973), this study proposes that, and addresses to what extent, searching for and
choosing career behaviours that are value-expressive might be engaged in by
university students as emerging adults. Therefore, the study aims to reveal the value-
attitude-behaviour link in the case of career behaviours (i.e., seeking career activities
and careerist orientation toward work in this study), and their value and attitude
predictors.

Method

Participants

A sample of 289 university students (141 women, 143 men, 5 unspecified) was recruited
from 28 different universities in Turkey. The mean age was 22.3. The majority of students,
who participated in this study, were from Ankara University (N= 201). The rest of the
participants were from Gazi University (N= 38), Hacettepe University (N= 11), Kirikkale
University (N=6), and so forth. The majority of the sample consisted of students in the
Faculty of Political Sciences (N= 168), and the Faculty of Economics and Administrative
Sciences (N= 45); these faculties mainly cover departments such as International Rela-
tions, Public Administration, Business Administration, Labour Economics, Finance, etc.
However, there were also other, though fewer, students from other faculties and depart-
ments such as Engineering, Law, Communication, Health Sciences, and Humanities. The
combination of students according to their year in university was as following: 155 of
them were 4" year, 47 were 3" year, 38 were 2" year, and 21 were 1% year students. This
shows that the majority was very close to striving for an employment status.

Procedure and measures

The study utilized convenience-sampling method. Participants completed a paper
and pencil questionnaire packet. The following section explains the scales that were
used for this study.

Portrait of values questionnaire (PVQ):

Schwartz, Melech, Lehmann, Burgess, Harris, and Owens (2001) developed PVQ to
measure 10 value domains, containing 40 phrases, each of which is comprised of two
sentences that describe a hypothetical person. The respondent is expected to indicate
to what extent that person described in the phrase resembles the respondent himself
or herself, using a six-point checkbox. Given that the readability levels of the items

123



were adjusted to 11 years of age, it enables the measurement of values in not only
highly educated samples, but gives psychometrically sound results in samples with
differing demographic backgrounds, and relates systematically with several outcome
variables (Schwartz et al., 2001). The scale was adapted to Turkish by Demirutku
(2007) and gave sufficient reliability coefficients. As proposed originally, the value
scores for each domain were calculated for each participant.

Careerist orientation toward work scale (COWS):

Developed by Feldman and Weitz (1991), COWS requires the participants to state
to what extent they agree to given statements, using a five-point Likert-type scale
ranging from “1= Never” to “5= Always”. Higher scores indicate more careerism.
The sample statements are: “It is hard to get ahead in an organization on sheer merit
alone” and “To get promoted, you need to do your job very well (reversed; i.e. 1 is
coded as 5, so that, when the responses to all items are added, still higher score indi-
cates more careerism)”. As a part of the present study, this scale was adapted to Turk-
ish. In the adaptation study, one social psychologist (the author of this article) and
one clinical psychologist (who was also experienced in research methods in psychol-
ogy but presumably blind to literature of work psychology) have translated the Eng-
lish version into Turkish. Two Turkish forms have been presented to one Turkish uni-
versity student with an advanced English degree, both for elaboration ease, language
convenience, and back-translation. Afterwards, one optimally-worded Turkish form
extracted from these two translations. Six university students from the Labour Eco-
nomics and Industrial Relations department of Ankara University, then, were given
this optimal Turkish form and asked to respond to assess face validity. Additionally,
these six students and one social psychologist together discussed and evaluated the
scale for the final version. The data was also collected by these six students as a
part of their research methods course requirement The internal consistency of this
scale was found to be sufficient among the 289 participants of this study (o = .82).

Anti-union and pro-union attitudes

One-sentence-paragraphs that assess anti and pro-union attitudes were derived from
LaHuis and Mellor’s (2001) union image survey in which they investigated antiun-
ion (-) and pro-union (+) attitudes as predictors of college students’ willingness to
join a union. Their sample items were as following: “Unions are obstacles to making
companies competitive (-)”, “I believe that unions are responsible for raising costs
to consumers (-)”, “Unions work to get legislation that helps all working people,
whether they are union members or not. (+)”, “I believe that unions improve recogni-
tion for work done. (+)”. These items were integrated in the form of a general para-
graph and the participants asked to indicate how strongly they agree to given state-
ments, using a five-point Likert-type scale ranging from “1= Never” to “5= Always”.
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Attitudes toward human resources practices of companies and career activities in
universities

One-item seeking career activity and one-item HR practices question asked the par-
ticipants to assess whether they are strictly an opponent of (=-2), or strictly a propo-
nent of (=2) given attitude object.

Data analysis strategy

The aim of the analysis was to discover the associations of different values with the
above-noted attitude objects and careerism. Due to the exploratory nature of this
study, correlations among them were initially investigated. Then, multiple regres-
sions were conducted in order to determine the set of predictors for each. Finally,
path analysis with structural equation modelling was employed to explore the asso-
ciations identified within a defined network parsimoniously? to describe the directed
dependencies among a set of variables.

Results
Correlations

When two sets of data are strongly linked together, they are said to have a high cor-
relation. Correlation is positive when the values increase together, and correlation
is negative when one value decreases as the other increases (Trochim, 2006). Those
variables that are correlated with each other were depicted in Table 8.2. Those cor-
relations which fail to be statistically significant were omitted from the table for the
casy following. As shown in the table below, beyond the associations of values with
each other, some key values are correlated with the outcome measures of this study
along with the inter-correlations between some attitude measures and careerism.

Specifically, the more power and achievement value one had, the more careerist
orientation (r=.158 and .178 respectively) that student emphasized. As benevolence
and tradition value increased, careerism decreased (r=-.176 and -.137 respectively).
Further, career seeking activity was positively associated with conformity (r=.184),

2 Inresearch, parsimony refers to the simplest explanation about the greatest number of observations,
instead of more complex explanations that may be present. It serves to help scientists to develop
more of theoretical models in research than published models. It is based on the assumption that
the simplest explanation is usually the correct one. I used this term to indicate that least possible
number of variables were used to figure/explain as much as possible for a given associations at the
same time. Because if a researcher includes everything, then everything may become significant;
the point is to make significant interpretation of the selected topic with minimum number of vari-
ables that explain the most of the subject altogether. In this vein, path analysis gives a full-picture
that covers all associations without multiplications beyond necessity, therefore without the statisti-
cal problems of simpler methods.
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security (r=.241), positive attitudes towards human resources practices of organiza-
tions (r=.333) and pro-union attitudes (r=.162); whereas negatively associated with
careerism (1= -.199). In addition, positive attitudes towards human resources prac-
tices of organizations increased with higher conformity (r=.225), tradition (r=.147)
and security (r=.263) values, along with pro-union attitudes (r=.150). Pro-union at-
titudes were positively associated with tradition (r= .153) value; whereas anti-union
attitudes were positively associated with power (r=.158) and achievement (r=.127).
In addition, as expected, pro and anti-union attitudes had an inverse relationship (r=
-.150). Finally, as pro-union attitudes decreased (r= -.196) and anti-union attitudes
(r=.270) increased, careerist orientation to work augmented.

Table 8.2. The Inter-correlations Between Variables

1 2 3 4 5 6 7 8 9 10 11

1. Power 1

2. Achievement 6227 1

3. Benevolence 1

4. Conformity 1807 2217 3837 1

5. Tradition 208" 5217 1

6. Security 3107 2747 208" 5247 3807 1

7. Career activity 184" 2417 1

8. HR practices 2257 147 2637 3337 1

9. Prounion attitudes 153 1627 1500 1

10. Antiunion attitudes 158" 127 132 -150° 1
11. Careerism 158" 1787 - 176" -137 -199" -196" 2707 1

**_Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).

Multiple regressions

Regression analysis is a statistical tool that is widely used for prediction and
forecasting a dependent variable among the independent variables. It is also used
to explore the forms of how these independent variables are together related to a
single dependent variable (Higgings, 2006). In accordance with this logic, once the
ways these multiple variables relate to the dependent variable have been identified,
the information about all of the independent variables can be used together to reveal
a multiple regression equation and, thus, make much more powerful and accurate
predictions about why things are the way they are, instead of depicting them one by
one. This is called “multiple regression”. Therefore, the correlations given above in
this study were considered as informative to conduct multiple regressions.
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Accordingly, careerism, as a dependent variable, was found to be significantly
predicted positively by achievement value and anti-union attitudes, but negatively
predicted by benevolence and tradition values as well as career seeking activities.
Although power value and pro-union attitudes were significant correlates of
careerism, they failed to be significant predictors when entered into the equation
together. This may be a result of the shared variance they have with other significant
predictors of careerist orientation. That is, when those associations’ credit was
statistically taken by independent variables with greater correlations (i.e., their shared
variance was given to independent variables with greater correlations), there might
be no unique variance left to those variables with lower correlations. Therefore their
small correlations had nothing left when the shared variance were taken by those
other independent variables with greater correlations. When career seeking activities
was set as the dependent variable, the following set of independent variables was
found to be statistically significant positive predictors: security value and attitudes
toward HR practices. Likewise, conformity value and pro-union attitudes failed to
be significant predictors of career seeking activity, although they were significantly
correlated, though at a low level. Finally, among the variables which have significant
correlations with anti-union and pro-union attitudes, none of the values remained
significant when entered to the regression equation simultaneously.

Path analysis (Structural Equation Modeling)

Structural Equation Modeling (SEM) is a confirmatory technique rather than
exploratory. Instead of testing a set of independent variables separately for each
dependent variable, SEM allows for testing prior hypotheses altogether that are
formulated considering the prior knowledge about them. That is, path analysis
gives a more parsimonious explanation without the statistical problems of simpler
methods. This difference between SEM and other techniques is said to be its
greatest strength (Tabachnick and Fidell, 2007). Basically, the SEM is a parameter
estimation technique which addresses whether the proposed model is good enough
that population and sample are close to each other in terms of their parameters for
proposed associations (Tabachnick and Fidell, 2007:680).

Therefore, when the set of multiple regressions was hypothesized and specified
as a model, the path analysis was given as below in Figure 8.1. The positive paths
were depicted by a blue line whereas negative paths were depicted by a red line.
According to SEM results, the goodness of fit summary for maximum likelihood
method was observed and it was found that the model fit the data well, though
not perfectly; ¥2 = 35.93, p = .01, CFI (Comparative Fit Index) = .89, RMSEA
(Root Mean-Square Error of Approximation) = .07. When the structural model
was considered, all regression path coefficients were found to significant (given
in parentheses). Security predicted career seeking activities (.18), which was also
predicted by a positive attitude towards human resources practices of organizations
in general (.29). In addition, career seeking activities negatively predicted careerism
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(-.19), as expected. Further, the careerist orientation toward work was positively
predicted by achievement value (.17) and anti-union attitudes (.26). On the other hand,
it was negatively predicted by benevolence value (-.13) and tradition value (-.12).

Figure 8.1. The proposed structural equation model based on the multiple regressions

HR Practices
Securit Career
Y Activities
Achieve- .
ment Careerism
ment
Benevo-
lence
Anti-union
Tradition Attitudes

Discussion, implications, limitations, strengths and future suggestions

University students as individual agents and emerging adults try to influence the social
context in order to meet their personal needs. Preparing and adjusting themselves for
their prospective careers are among the adaptive career behaviours that they mostly
engage in. However, their preferences for career behaviours might be different and
it might be their values that exert their influence via value-expressive attitudes and,
thus, behaviours. For instance, their values might be expressed through their positive
attitudes toward career activities in universities or through their aim to sustain
privilege via non-merit based social connections (i.e., careerism). However, as noted
in the introduction, there seems to be a shared belief among university students that
seeking career management facilities is the same as careerism or a hesitation to seek
such activities. This study investigated several questions: whether career seeking
activities go along with a careerist orientation to work; which individual values are
associated with career seeking activities and which are associated with careerism;
and where the attitudes toward unions and human resources of organizations fall
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in between careerism and unionism. Therefore, the results address a probable
misconception that seeking career activities is a careerist orientation indicator.
Besides, although careerism and other attitudes regarding labour relations have been
studied in different contexts with some attitude measures (e.g., job satisfaction, job
commitment, union apathy, willingness to join a union), to my knowledge, this study
was the first time that careerism, and attitudes toward unions and human resources
practices were investigated under the theoretical framework of values, which is
another contribution of this study.

Analysis of the data revealed the results that career seeking activities are not
a careerist orientation indicator. Indeed, there is even negative relationship. That is,
the more a student seeks career activities, the less s/he portrays a careerist orientation
toward work; thus, the less likely s/he pursues career advancement through non-
performance-based means. In this study, it is found that career seeking activity is a
function of security seeking and positive attitudes toward HR practices. In contrast,
careerism is a function of high achievement, low benevolence and low tradition
value. However, when we recall the inter-correlation between security, achievement
and benevolence values, the results may reveal a double edged sword concerning
antiunion attitudes. To say, although achievement, security and benevolence is
inter-correlated, when achievement is not supported by benevolence, it may be
an indicator of careerism. However, in the absence of anti-union attitudes, the
association between benevolence and security may lead one to seek career activities
without a careerist orientation. As Schwartz’s values are depicted as a “portrait”,
therefore, the full picture of an individual should be considered, instead of labelling
one as careerist by just referring to his/her achievement value, for instance. That is,
a student might be thinking of pursuing a career in a union as a collective bargaining
specialist, a position which likely requires a power and achievement value, but along
with benevolence value for considering the welfare of all employees (of course, in
addition to the absence of anti-union attitudes).

Taken together, these results suggest that it is not an issue of career seeking
activity versus union dichotomy; instead what seems to contradict each other are
careerism versus unionism. Therefore, this study helped to elaborate a misconception
about attending career activities and being careerist. Career management services of
universities and vocational counsellors might find this information valuable when
working with university students as future employees. Beyond this contribution to
the literature in terms of social cognitive career theory, vocational counselling, labour
relations of young peoples’ employment, this study also includes a scale translation
to Turkish with adequate psychometric properties. Still, the present sample was
limited to university students, not the Turkish labour force in general. Therefore, the
further studies can assess whether this adaptation works with other samples as well.

This study put a little check for values-attitudes-behaviour link proposed by
the literature. In a similar vein, the variables at hand were examined with different
statistical techniques, one of which is path analysis to give a full picture simultaneously
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for those variables. Yet, although 289 persons is enough for exploration, the
confirmatory structural equation modelling reveals results for only this sample.
Hence, the model specified with SEM needs further validation with other samples
(e.g. other faculties, non-student samples) as well. Beyond this, researchers might be
interested in whether students with different academic backgrounds differ in terms
of outcome measures of this study, to give tailored portraits for different samples.
Still, this study gave an overall depiction of university students from very diverse
universities and departments. In addition, the probable determinants of anti-union
and pro-union attitudes, as well as attitudes toward human resources practices might
be another consideration for future researchers.

All in all, as a result, this study suggested that career seeking activities are
a form of vocational self-concept exploration triggered by security value and (to
some extent associated with conformity) but obviously do not exclude pro-union
attitudes, whereas low benevolence and tradition values in addition to anti-union
attitudes seem to lead a careerist work orientation. Last but not least, the result that
career seeking activities were negatively associated with careerism suggests that
career seeking activities are, indeed, an adaptive social cognitive career behaviour.
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9 Anassessmentonminimumwagesin Turkey

From an inequality perspective during the
2000s

Osman Tezgel”

Abstract

This study primarily presents a conceptual analysis of the minimum wage by evaluating the
aspects, importance and objectives of the concept. The main aim of this study is to evaluate
the minimum wage implementations in Turkey during 2000s. The study also includes the
characteristics and basic indicators of minimum wage and analyzes whether the minimum
wage implementations lead to social and economic inequalities in this respect. If the extent
of the proportion of minimum wage workers to total employment is considered, it is clear
that the minimum wage is vitally important in Turkey. This study also aims to underline
the problematical issues about the minimum wage implementations in Turkey and possible
solutions concerning the issue are proposed.

Keywords: wage, minimum wage, inequality, income distribution, poverty

Introduction

The majority of the population in industrial societies consists of waged workers.
Therefore, the concept of wage becomes significant in economic and social life.
Wages are the only income sources to sustain the worker’s life and represent the
price of labor. Wages are also a “cost factor” for employers and firms. The minimum
wage is the lowest level of income. When left to the market mechanism, wages can
be determined far below the level needed for the survival of the workers. In this
case, the state intervenes in the labor market and fixes the lowest level of income to
prevent exploitation of workers.
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Dr. University of Ankara, Faculty of Political Science. Department of Labor Economics and
Industrial Relations. osmantez@yahoo.com
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This study aims to resolve the relation between the inequalities in the Turkish
labor market and minimum wage implementations in Turkey during 2000s. The
minimum wage concept and its implementations are broadly discussed by all agents
of industrial relations in Turkey. Since the proportion of minimum wage workers to
total employment is significantly high in Turkey, minimum wage implementations
are quite important economically and socially. The minimum wage implementations
in Turkey trigger inequality, social injustice and poverty. Besides, the minimum
wage implementation has deteriorating effects on income distribution.

In the first part of this study the minimum wage concept, its importance and
objectives are introduced. Apart from the conceptual definition of the minimum
wage, its economic and social aspects are also evaluated. In the second part, the
main characteristics and basic indicators of the minimum wage implementations
are defined. Turkey’s minimum wage level is compared with the European Union
countries and Turkey’s real minimum wage levels in 2000s are also introduced. In
the third part, the problematic issues about the minimum wage implementations in
Turkey are analyzed from an inequality perspective. Hence, the taxes and deductions
on the minimum wage in Turkey are presented in detail, including minimum wage and
labor cost calculations. Moreover, the effects of regional socio—cultural development
differences on the minimum wage and the debates about the regional minimum wage
are also evaluated.

Minimum wage concept, its importance and objectives

As one of the factors of production, wages are evaluated as the price of labor and have
deep effects on economic and social life. In this context, wages carry importance for
defining a worker’s income and standard of living. Besides, wages are one of the
important of cost factors that affect the development in industry. Lastly wages are
significant determinants of social justice through their role in distributing the national
income between specific income groups (Zaim 1997: 195). Employees working
under an uncontrolled market mechanism can be forced to work for very low wages
under the threat of unemployment. This situation contrasts with the “social wage”
perception, which anticipates that wages should be sufficient to support the survival
of workers and their families. Therefore, international sources of social policy
recognize the necessity of fixing and securing the lowest levels of wage by the law.
In this context, “minimum wage” is expressed as the lowest level of income fixed by
the public authority nation-wide (Altan 2009: 175).

According to the International Labor Organization (ILO), minimum wage is
defined as “the minimum sum payable to a worker for work performed or services
rendered, within a given period, [...] which may not be reduced either by individual
or collective agreement, which is guaranteed by law and which may be fixed in such
a way as to cover the minimum needs of the worker and his or her family, in the light
of national economic and social conditions” (ILO 2014:19). This statement reveals
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that the minimum wage implementation has economic, social and legal aspects.
Minimum wage is defined as the lowest level of income that enables workers and
their families to maintain their lives in dignity. Accordingly, the minimum wage
level should not only meet the basic needs of workers, it also needs to meet their
families’ economic and socio-cultural requirements (Topalhan 2014: 72). Therefore,
minimum wage is an income implementation which ensures a minimum standard of
living as a human right.

Minimum wage is a compulsory wage implementation that prevents employers
from paying excessively low wages. Thus, paying less than the minimum wage
cannot be an issue of labor negotiations between the agents of industrial relations.
The International Labor Organization (ILO) resolved this matter in “Minimum Wage
Fixing Convention No.131,” which defines the minimum wage as “the lowest level
of remuneration permitted which in each country has the force of law and which
is enforceable under threat of penal or other appropriate sanctions” (ILO, 1992).
Minimum wage implementations do not differ between workers based on differences
in age, sex or marital status or the sectors in which the worker is employed, such
as industry, agriculture or service sector. Accordingly, the minimum wage is fixed
independently from working conditions or worker’s qualifications. In other words,
while fixing the minimum wage, workers’ qualifications, such as education, seniority,
experience and working conditions, such as working environment, operating
conditions of work or form of physical/mental work required by the job are not taken
into consideration (Altan, 2009: 176).

The importance of the minimum wage is related to its economic and social
aspects. Minimum wage is associated with the number of economic factors.
Minimum wage workers are in the majority in industrial society. Since the minimum
wage level directly affects the purchasing power of minimum wage workers, it is
closely related to the general price level and inflation rates. Furthermore, a change
in minimum wage level causes a linear impact on labor costs, so the change in these
levels emerges in debates in the context of minimum wage - employment, minimum
wage-unemployment, and minimum wage-inflation (Korkmaz and Coban: 2006:
17). Besides, the taxes and deductions on the minimum wage trigger debates about
the minimum wage, informal economy and income distribution. At this point, the
economic aspect of the minimum wage intersects with the social aspects of the
context. As mentioned above, minimum wage has important social aspects as well.
Minimum wage which normatively hinders labor exploitation also has a function in
reducing income inequalities in the economic and social arena. The close relations
between minimum wage levels and poverty, social injustice and social deprivation
are significant indicators that demonstrate the importance of minimum wage and its
social aspects.

Related to its importance, there are several objectives of minimum wage. First
of all, minimum wage implementations generally are aimed at eliminating low wage
conditions in employment. In this context, the main objective of minimum wage
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is providing a socially suitable minimum level of subsistence to a worker (Kutal
1969: 32). Additionally, minimum wage aims to upgrade the living standards of
workers and enable workers to maintain their lives in dignity. In this context, the
fight against poverty is another main objective of minimum wage implementations.
Consequently, these implementations aim to decrease the differences between
various wage levels and cope with economic and social inequalities. Therefore,
minimum wage implementations are important economic and social policy tools,
which also aim to provide protection against sudden wage changes and guarantee
the lowest income needed to realize the equal pay for equal work principle, prevent
unfair competition between employers and decrease the burden of the social
protection implementations, while also fighting against poverty, income equalities
and inequitable income distribution.

The characteristics and basic indicators of minimum wage implementations in
Turkey

The percentage of minimum wage workers is an important fact regarding income
inequality. Before addressing the facts about the minimum wage implementations
which increase inequalities in Turkey, the basic facts, characteristics and indicators
of minimum wage should be stated. The minimum wage in Turkey is regulated
under Article 39 of the Turkish Labor Law No. 4857, 2003 and fixed at least every
two years by the Secretarial Services of the “Minimum Wage Fixing Board” of the
Ministry of Labor and Social Security. Article 39 also regulates the structure of the
Minimum Wage Fixing Board.

“...The Minimum Wage Fixing Board, presided over by one of its members to be
designated by the Ministry of Labor and Social Security, shall be composed of the
General Director of Labor or his deputy, the General Director of Occupational
Health and Safety or his deputy, the chairman of the Economic Statistics
Institute of the State Institute for Statistics or his deputy, representative of the
Under-Secretariat of Treasury, the head of the relevant department of the State
Planning Organization or his representative, five employees’representatives from
different branches of activity selected by the highest-ranking labor organization
representing the majority of employees and five employers’ representatives
selected by the employer organization representing the majority of employers.
The Minimum Wage Fixing Board meets with at least ten members present. The
Board takes its decisions by majority vote. In the event of a tie, the chairman has
a casting vote...”"

The different approaches to minimum wage implementation in Turkey since
1951 have been criticized extensively. The unskilled labor force is the focus of the

1 http://turkishlaborlaw.com/turkish-labor-law-no-4857/19-4857-labor-law-english-by-article
(12.09.2015).
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minimum wage because the skilled labor force generally works for high wages due
to their qualifications. However, in Turkey even skilled workers work in return for
the fixed minimum wage due to the unemployment that has emerged following
numerous economic crises. Therefore, the number of minimum wage workers is
excessively high in Turkey (Eser and Terzi 2008: 133). According to the Ministry of
Labor and Social Security 2014 data, the ratio of minimum wage workers is 43 per
cent of total paid employment (Ministry of Labor and Social Security 2015a). The
proportion of minimum wage workers in Turkey is extremely high when compared
with European Union countries. Figure 9.1, illustrates the proportion of minimum
wage workers across European Union Countries.

Figure 9.1. The proportion of minimum wage workers across European Union Countries —2010*
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As can be seen from Figure 9.1, in Turkey the proportion of minimum wage
workers is approximately 43 per cent and is much higher than the average in EU
countries. The highest proportion of minimum wage workers amongst EU countries
can be observed in Slovenia with the ratio of approximately 19 per cent. Because
of the extent of minimum wage workers, issues about the minimum wage carry
significant importance. Although the proportion of minimum wage workers is so
high, the minimum wage levels are relatively low. These levels directly create poverty
in Turkey. The majority of minimum wage workers concentrates on precarious jobs.
It is quite unclear whether these minimum wage workers are going to maintain their
income in the future (Kilig, 2014). One of the main reasons why there is a huge
difference between Turkey and European Union countries in terms of the proportion
of minimum wage workers as shown in Figure 9.1 is the extensive unionization and
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collective bargaining system in European Union countries. Determining wages in
Europe in accordance with the collective bargaining system leads to the decline of
the proportion of minimum wage workers in the total employment rate (Schulten
2014). The taxes and deductions on minimum wage is quite high in Turkey. Besides,
even though the workers earn more than the minimum wage, they are reported to
social security institutions by their employers as if they were getting minimum
wages to avoid taxes, deductions and to reduce the labor costs.

When compared to the EU, minimum wage levels fall far below the average
of European Union countries. Figure 9.2 represents the minimum wage levels in the
selected European Union countries.

Figure 9.2. 2015 - Minimum wage levels in selected countries (€ /per month)
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An examination of Figure 9.2 shows that the minimum wage levels are divided
into three main groups, with Turkey in Group 1, which has the lowest minimum
wage levels among the selected European Countries. In 2015 Turkey’s minimum
wage level is slightly under € 500 per month.? If compared with Central European
countries, which stand in Group 3, such as Luxemburg, Belgium, Netherlands,
Germany and France, Turkey’s minimum wage level is considerably lower. Turkey
is considered in the Southern European welfare regime (Tezgel and Gokbayrak
2013: 43) and when compared with countries in the same welfare regime in Group
2, such as Greece, it can be seen that Turkey’s minimum wage levels are still lower.

2 The rapid change in exchange rates and the sharp downfall in Turkish Lira against Euro and US
Dollar, especially since the summer of 2015, make the number indicated in the graph even lower,
when based on comparison to the Euro.
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The Turkish economy has expanded in 2000s. The growth rate in 2010 was 9.2
per cent and 8.8 per cent in 2011, which were considered the highest levels during
2000s (IMF 2015). However, the growth in the economy did not reach all parts
of the society, especially not to the lower income groups, creating an inequitable
distribution. This situation is simply an indicator that shows that the economic value
added is distributed inequitably. The example of the minimum wage is remarkably
important in this regard. In the decisions of the Minimum Wage Fixing Board, not
economic development but the inflation targets are taken into consideration and the
subsistence level of workers is omitted (ILO, 2014:186). Hence, minimum wage,
which is one of the important tools in terms of income and wealth distribution, is put
under pressure. Moreover, neither productivity nor economic growth has an effect on
minimum wage workers. Between 2005 and 2010 productivity per capita increased
14 per cent, whereas the minimum wage made almost no progress in real terms. In
2011, the increase in the determined minimum wage was only 4 per cent in real terms,
whereas the economic growth was 8.8 per cent (DISK 2011). As a result, minimum
wage workers’ share in GDP is decreased and labor exploitation is increased.

Although the minimum wage levels have increased in 2000s, the real minimum
wage levels have tended to stay stable. Figure 9.3 indicates the GDP levels and the
real minimum wage levels between 1978 and 2010.

Figure 9.3. Comparison between real minimum wage and economic growth
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As can be seen from the Figure 9.3, the gap between GDP levels and the real
minimum wages increased over the years. Although there is a narrow increase in
real minimum wage levels after 2000s, this increase was only able to compensate for
the losses in the real minimum wage between 1978 and 2004. At the same period,
the real minimum wage increase that was behind the increase in per capita national
income was not continuous. The real minimum wage was also suppressed after the
1980s with neo-liberal economic policies during the economic crisis and with the
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restriction of democratic rights and freedoms. After 2002 Turkey has performed
at higher economic growth rates and the Turkish economy has experienced higher
increase in productivity rates. In 2004, with the increase in minimum wage levels,
real minimum wages were able to reach the real minimum wage levels of 1978.
From 2004 - 2013 even with the partial increase in real wages and the relative
decrease in taxes, the minimum wage level was not able to ensure a subsistence wage
level. The ratio of the net minimum wage was 80.2 per cent in 2004 and decreased
to 70.2 per cent in 2013 (Erdogdu 2014: 21 - 25). To carry on with this form of
economic development, which worsens the income distribution, generates persistent
unemployment levels, increases inequalities and worsens employment conditions in
Turkey creates extremely negative consequences in terms of economic and social
development.

Furthermore, the problematic issues regarding the minimum wage
implementations in Turkey and increased inequalities have adverse effects on the
real minimum wages and cause an increase in labor costs. Besides, these problematic
issues impair the industry and leads to an increase in the informal sector through the
negative effects on registered employment.

The problematic issues about the minimum wage implementations in Turkey
after the 2000s

Although the minimum wage in Turkey has a long history, the implementations
regarding the minimum wage has not been compliance with the standards set by
the ILO. Guaranteeing a living wage has never taken into consideration. According
to the ILO Minimum Wage Convention, No. 131, 1970, and the associated ILO
Minimum Wage Fixing Recommendation, No. 135, 1970, “The fundamental
purpose of minimum wage fixing should be to give wage earners necessary social
protection as regards minimum permissible levels of wages.” Accordingly, while
determining the minimum wage the needs of workers and their families, the general
level of wages in the country, the cost of living, social security benefits, and the
relative living standards of other social groups shall be taken into consideration.
Turkey has not ratified the ILO Minimum Wage Convention, No. 131, 1970 and
has not implemented policies compliance with the ILO Minimum Wage Fixing
Recommendation, No. 135, 1970.

According to ILO 2014/2015 Wage Report, “to have the most positive effects,
minimum wages must be well designed and set in a way that balances the needs of
workers and their families with economic factors” (ILO, 2015: 59). Unfortunately,
in Turkey the policies and issues regarding the minimum wage have relevance with
income inequalities. There are various problems associated with the minimum wage
regime that cause inequality in Turkey. These problems are high taxes and deductions
on the minimum wage, focusing only on workers’ needs in setting the minimum
wage and excluding workers’ families, socio—economic differences between regions

140



and inadequacy of the minimum wage to meet the basic needs of workers and their
families. To have the most positive effects, minimum wages must be well designed
and set in a way that balances the needs of workers and their families with economic
factors

High taxes and deductions on minimum wage

One of the main problematic issues regarding the minimum wage implementation
in Turkey is the high taxes and deductions on the minimum wage. The taxes and
deductions on the minimum wage complicate the social aspects of minimum wage
implementations to ensure that workers live in dignity. The determined minimum
wage is generally expressed as gross minimum wage; whereas the net wages that
workers receive are much lower due to the taxes and deductions. The gross minimum
wages, the employer costs and the net minimum wages between 2000 and 2014 are
illustrated in Figure 9. 4.

Figure 9.4. Employer costs and the gross and net minimum wages 2000 - 2014
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As can be seen from the Figure 9.4, the gap between the net minimum wage
and the gross minimum wage increases over the years. The taxes and deductions
means less income for workers and an increase in labor costs. Figure 9.4 shows
that the employer costs increased substantially between 2000 and 2014. The other
main problem related to the high taxes and deductions on the minimum wage is the
increase in the informal sector. Hence, a raise in the labor costs triggers an increase
in the extent of the informal sector. Workers accept employment in the informal
sector because of the unemployment threat and employers hire unregistered workers
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to avoid such taxes and deductions and thereby minimize their labor costs. The
deductions from minimum wages besides the taxes are also a serious problem in this
respect (Ekin 2000: 271).

Table 9.1. The deductions and taxes on minimum wage

From worker From Employer

(% gross minimum wage) (% gross minimum wage)

Social security premium 14 Social security premium 15.5 *

Unemployment insurance 1 Unemployment insurance 2

Income tax 15  * There is a 5 % discount applied to employers who fulfill the
conditions declared in (i) section of the 81. principle of the

Stamp duty 7.59 Law No. 5510. For the employers who do not fulfill the

conditions set forth by the Law, the Social Security Premium
payment is 20.5 %.

Source: Ministry of Labour and Social Security, 2015¢

The taxes and deductions on the minimum wage are stated on Table 9.1. The
total amount of taxes and deductions imposed on the worker: 14 per cent of the
gross minimum wage for the social security premium, 15 per cent income tax for
the wage earners, 1 per cent unemployment insurance and lastly 7.59 per cent for
the stamp duty. The taxes and deductions imposed on the employer are the social
security premium at 15.5 per cent and the unemployment insurance at 2 per cent of
the gross minimum wage.

In Turkey the gross minimum wage fixed by Asgari Ucret Tespit Komisyonu
(The Minimum Wage Fixing Board) is 1273.5 Turkish Liras (TRY) in 2015 between
the dates of 1 July 2015 and 31 December 2015 (Ministry of Labour and Social
Security 2015c¢). Table 9.2 shows the calculation of net minimum wage and Table 3
indicates the cost of minimum wages for employers.

Table 9.2. The calculation of net minimum wage (TRY/Month)

The Calculation Of Net Minimum Wage (TRY)

01.07.2015 —31.12.2015

Gross minimum wage 1273,5
Social security premium worker’s share (14 %) 178,29
Unemployment insurance (1 %) 12,74
Income tax (15 %) * 72,26
Stamp duty (7,59 %) 9,67
Minimum subsistence allowance (AGI)(Unmarried and without children)** (+) 90,11
Net Minimum Wage 1 000,54

Source: Ministry of Labour and Social Security, 2015¢

* In accordance with the 32. Principle of the Income Tax Law No. 193, it is assumed that the worker is single
and has no children and the minimum subsistence allowance is applied accordingly.

** Minimum subsistence allowance is added to the net minimum wage.
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Table 9.3: The Cost of Minimum Wage to the Employer (TRY/ Month)

The Cost of Minimum Wage To The Employer (TRY/ Month)

01.07.2015 - 31.12.2015

Gross minimum wage 1273.5
Social security premium employer’s share (15.5 %) 197,39
Unemployment insurance (%2) 25,47
Total 1 496,36

Source: Ministry of Labour and Social Security, 2015¢

Table 9.2 and Table 9.3 show that the gap between gross minimum wages, net
minimum wages and employer costs are quite large and the compulsory deductions
and taxes create a structural obstacle to the social objectives of minimum wage. A
minimum wage worker’s fiscal burden is the total of income tax payments (15 per
cent), social security deductions (14 per cent), unemployment insurance deductions
(1 per cent) and stamp duty cut (7.59 per cent), which is about 28 per cent of the
gross minimum wage. Hence, if the minimum wage worker does not benefit from
the minimum subsistence allowance, the total fiscal amount of taxes and deductions
is about 28 per cent. However, since 2008 the minimum subsistence allowance
implementation (AGI) is executed by the Turkish Tax System. When the AGI
implementation is applied to an unmarried worker’s minimum wage, the income
tax burden decreases from 15 per cent to nearly 6 per cent. In other words, the total
fiscal burden of the worker decreases from 28 per cent to nearly 21 per cent (Gok
and Yalc¢in 2015: 251). The AGI implementation brings about a slight decrease in the
level of taxes; however, the tax burden on minimum wage is still quite remarkable
even after the AGI.

The differences in socio — cultural development levels between regions

Another problem of the minimum wage implementations that leads to inequality in
Turkey are the regional differences. The studies on wage inequality also point out
that the wage inequality between the west and the east part of Turkey has increased
in the 2000s (Tastan and Akar: 2013; Elveren et al. 2012; Elveren, 2010).

Map 9.1 indicates the regional socio-economic development levels in Turkey. A
huge socio-economic gap can be seen between the east and west parts and rural and
urban areas of Turkey. The map illustrates the most developed regions as “level 17
and the least developed regions as “level 4”. The populated and industrialized cities
like Istanbul, Ankara, [zmir, Bursa and Antalya belong to level 1. The 3rd and 4th
level regions mostly group in the eastern and southeastern parts of Turkey.
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Map 9.1. The regional socio — economic development levels in Turkey, 2013
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Source: The Ministry of Development, 2013: 78

The Minimum Wage Fixing Board determines the minimum wage at the country
level for all workers older than 16 by ignoring the regional differences. The regional
minimum wage discussions have two main positions in Turkey.

From one perspective, it is argued that the regional minimum wage is necessary
to eliminate the differences in regional development levels. Since the subsistence
levels are different among regions, then fixing a basic minimum wage level will
be a disadvantage for the workers who live and work in more developed areas.
This opinion suggests lower minimum wages for undeveloped regions (level 3
and 4) to attract employers’ investment in these parts of the country. Hence after
lowering the minimum wage levels for undeveloped regions, investments and
industrial movements will be concentrated in those areas and it is predicted that
the unemployment rates will fall as socio-economic development levels increase
(ASO 2005). This opinion is usually expressed by employer organizations such as
TUSIAD? (Turkish Industry & Business Association), ASO* (Ankara Chamber of
Industry), and ISO? (Istanbul Chamber of Industry).

The other opinion criticizes the regional minimum wage implementations.
According to this opinion, fixing the minimum wage based on regional socio-economic
development levels will have negative effects on the labor market and poverty. The
regional minimum wage implementations are based on leaving wages to the market
mechanism. Accordingly, the regional minimum wage implementation is contrary
to the nature of the minimum wage concept (Bugra 2005). The labor confederations

3 TUSIAD: Tiirk Sanayicileri ve Isadamlar1 Dernegi
4 ASO: Ankara Sanayi Odast
5 1SO: istanbul Sanayi Odast
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like TURK-IS° (Confederation of Turkish Trade Unions), DISK” (Confederation of
Progressive Trade Unions of Turkey) and HAK-IS® (Confederation of Turkish Real
Trade Unions) are strongly opposed to the regional minimum wage proposal.

The regional differences are the reason for inequality and it can also be stated
that there are significant income inequalities among regions in Turkey. However,
implementing regional minimum wage and fixing a lower minimum wage level for
undeveloped regions will deepen the existing inequalities and broaden the extent
of poverty. As mentioned above, the real minimum wages are quite low despite
the recent increases in Turkey (see Figure 3). It should be stated that expecting an
increase in employment while implementing regional minimum wage and fixing
lower minimum wage levels for undeveloped regions is not a realistic. Besides,
it is obvious that lower income levels are going to trigger poverty. On the other
hand, it would be wiser for a worker earning a lower minimum wage in undeveloped
regions to migrate to developed regions where the minimum wage level is higher.
Thus, another problematic issue about the regional minimum wage implementation
is the increase in the internal migration rate. Furthermore, the minimum wage is a
reference point for the lowest wage groups and unregistered employment. Therefore,
lowering the current inadequate minimum wage level will create serious inequalities
in income distribution and income poverty while sustaining the transition to the
informal economy (Candas et al., 2010: 71). As the minimum wage level is quite
low and the deductions and taxes on the minimum wage are relatively high in
Turkey, when focusing on the regional differences more efficient macro-economic
and social policies should be implemented rather than regional minimum wage
implementations.

Inadequacy of the minimum wage to meet the basic needs of workers and their
families

Unfortunately the minimum wage level in Turkey is quite far from meeting the basic
needs of workers and their families. Workers and their families are not able to fulfill
the essential needs such as food, housing, clothing, health, transportation and cultural
activities with the determined minimum wage level in contrast to its definition. In
determining the minimum wage only physical needs are taken into consideration; a
holistic socio-cultural minimum wage policy that considers social and cultural needs
of workers and their families is not taken into account.

Although the minimum wages have tended to increase in Turkey after 2000s,
the minimum wage levels are significantly below the poverty and hunger thresholds.
Table 5 states the hunger and poverty thresholds of a 4-person family and net

6 TURK-IS: Tiirkiye Isci Sendikalar1 Konfederasyonu
7 DISK: Devrimci Isci Sendikalar1 Konfederasyonu
8 HAK-IS: Hak Isci Sendikalar1 Konfederasyonu
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minimum wage amounts. As can be seen from the table, the minimum wage levels
are far from meeting the subsistence level of workers and their families.

Table 9.4. The hunger and poverty thresholds of a 4-person family in Turkey (TRY/Month)

Oct Dec Sep Oct
2013 2013 2014 2014
Adult male food expenditure 293,90 299,01 331,39 335,12
Adult female food expenditure 24422 247,18 271,67 274,78
Child (aged 15 - 19) food expenditure 312,58 318,62 352,35 358,28
Child (aged 4 - 6) food expenditure 213,56 216,77 234,63 237,25

Net minimum wages 803,68 803,68 891,03 891,03

Source: TURK IS, 2014:1; Ministry of Labour and Social Security, 2015b

In the second term of 2014 the net minimum wage amount was TRY 891,03
monthly. As mentioned above, the proportion of minimum wage earners is nearly 50
per cent of total workers. Therefore, nearly the half of the population is obliged to
survive on less than TRY30 per day (TURK IS, 2014: 2). Thus a considerable part
of the population is faced with the threat of poverty. Even if both parents earn the
minimum wage, the household is still under the poverty threshold.

Figure 9.5. Net minimum wage, poverty and hunger thresholds 2005 — 2012 (TRY)
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The Figure 9.5 demonstrates the inadequacy of the net minimum wage levels
between 2005 and 2012. As can be seen from the figure, the net minimum wage levels
are significantly below the poverty threshold and slightly below the hunger thresholds.

Conclusions and Recommendations

The minimum wage is defined as the lowest level of income fixed by the public
authority to enable workers and their families to maintain their lives in dignity.
Although minimum wage seems to be an economic concept, it has also important
social aspects. The minimum wage is an important social policy tool that conceptually
aims to prevent labor exploitation, reduce income inequalities and fight with poverty.

In Turkey, the minimum wage implementations cause several problematical
issues. The extent of minimum wage workers increases the significance of minimum
wage implementations. Although the minimum wages have been increasing in
Turkey in the 2000s, the real minimum wage rates tend to have slight increases or
stay stable. Combined with the stable real minimum wage levels, some structural
problems concerned with minimum wages lead to inequality and poverty in Turkey.
In order to prevent poverty and reduce income inequalities, the social aspects of
minimum wage should be given greater importance.

The taxes and deductions on the minimum wage are quite high in Turkey. There
is a huge gap between the gross minimum wages and net minimum wages. Because
of the high income tax rates and deductions, the income of the worker decreases. The
taxes and deductions also affect labor costs. Consequently, unregistered employment
is more attractive for employers and thus the informal economy expands. Therefore,
the taxes and deductions on minimum wages should be limited.

As the minimum wage workers generally form the poorest part of the society,
implementing a decent income level should be addressed with some urgency.
Focusing only on the worker’s necessities and excluding the essential needs of the
worker’s family are other problematical aspects of minimum wage. The minimum
wage level in Turkey is under the hunger and poverty thresholds. Therefore, the
minimum wage should be raised to a level sufficient to meet the basic needs of
workers and their families to enable them to live in dignity.

In Turkey there is also a serious socio-economic gap between regions and
between urban and rural areas. Regional socio-economic differences must be omitted
when fixing the minimum wage. Additionally, more efficient macro-economic and
social policies should be implemented to eliminate the regional socio-economic
differences in development levels. All workers should get the same and sufficient
minimum wage without assigning any relevance to their differences such as age,
gender or sector.

Indexing minimum wage increases to inflation reveals certain problems. In
fixing minimum wages, economic growth rates should be taken into consideration. It
is also crucial to make some alterations in the structure of the Minimum Wage Fixing
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Board. The percentage of workers on the Board should be increased, the negotiations
should be open to the public and the inclusion of labor organizations to the Board
should be provided. Thus, the structure of the Board will be more democratic and
workers will be represented effectively.
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10 Sector switch and domestic outsourcing in
the manufacturing industries of Turkey

The case of secondary cities during the 2000s

Utku Balaban®

Abstract

This article investigates the transformation of the manufacturing industries in Turkey during the
2000s with a comparative assessment about the changing relationship between major exporting
cities and the secondary cities of Turkey; i.e. the industrializing cities that minimally benefit from
the spillover effects of the traditional centers of industry.

The exercise illustrates two trends. The first one is the switch from medium-high technology
sectors to medium-low and low technology sectors in the second half of the 2000s. This
transformation corresponds to an increasing share of the energy-intensive sectors in the country’s
export volume. The second one is a particular type of domestic outsourcing both at the enterprise
and city level. In particular among those assessed in this article, the most successful secondary
city (Gaziantep) expanded its manufacturing output thanks to the high performance of its low
technology and energy-dependent sectors.

Embarking on these two trends together, the article argues that the outsourcing from North
Atlanticto the low-and middle-income countries such as Turkey took anew form since the late 1990s.
In fact, Turkey is now in a second wave of post-war globalization. The first wave between the early
1970s and the 2008 crisis was marked by the outsourcing of the labor-intensive activities from the
North Atlantic region. The second wave that began in the late 1990s is now based on the outsourcing
of the energy- and resource-intensive activities to the rest of the world. This geographical shift of
such activities to Turkey accelerated after the financial crisis in 2008 and contributed to the spatial
distributionofindustrial sectorsamong Turkey s traditional industrial centers and its secondary cities.
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The role of manufacturing industries in Turkey’s economic growth during the
2000s

This chapter investigates the changing characteristics of industrial production in
Turkey during the 2000s with a focus on the manufacturing industries in two groups
of cities. Traditional centers of industry comprise the first group. They lost some
of their share in manufacturing output, even though the lost capacity was mostly
in low-technology sectors. In fact, the data supports the argument that domestic
outsourcing took place during the 2000s between the largest industrial centers and
the industrializing cities in Turkey. The second group consists of the industrializing
cities. The chapter investigates three cases (Denizli, Gaziantep, and Kayseri) in this
regard in order to specify the related developments for the industrializing regions
of the country. These cities are called here secondary cities; regions that develop
their industrial capacity without benefiting from the spillover effects of the major
industrial centers.

The surprising outcome of this exercise is that the most successful city
among these three cases (Gaziantep) expanded its export volume as a result of
the high performance of the low-technology sectors. Denizli’s exports switched
from (relatively low technology) ready-made garments to other (relatively high
technology) sectors such as basic metals, while this switch did not help this city
to increase its share in the country’s total manufacturing output. Similarly, Kayseri
outperformed the first two in terms of the technology level of its manufacturing
products and fared as well as Turkey’s average on the manufacturing exports during
the 2000s. In other words, the industrial transformation of the secondary cities in
Turkey tells an interesting story about how to encounter the challenges of the global
economy in the current decade.

Even though recent studies on the political economy of Turkey began to reveal
some of such related trends (Alpkaya and Duru 2012; Balkan, Balkan, and Oncii
2015; Bugra and Savaskan 2014), industrial growth is a generally neglected subject
in the debates about Turkey’s political transformation during the 2000s. Thus,
this section presents the data about the switch in Turkey to medium-low and low
technology industrial sectors in this decade.

Economic growth

One of the common misconceptions about the Turkish economy concerns its economic
performance during the 2000s. There is a widespread belief that the Turkish economy
grew at a phenomenal rate during the 2000s (Macovei 2009; The Economist 2005,
Euronews 2013). As the graph below illustrates, Turkey’s share in the global economy
has grown at a similar pace since the early 1980s. In fact, the 2000s witnessed two
major collapses in 2001 and 2008 and the relatively high growth rates in the following
years acted as a remedy to put Turkey back on track in terms of its long-term
growth patterns since the early 1980s. Accordingly, volatility and dependence of the
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Turkish economy on external finance increased during the 2000s (Akat and Yazgan
2013). Furthermore, the growth of the national income was not significant in terms
of US Dollars between 2003 and 2010 (Batirel 2011). In other words, the growth
of the Turkish economy during the 2000s was not faster than in the previous two
decades. It was not only more erratic but also as crisis-prone as the previous decades.

Chart 10.1. Share of Turkey in global GDP, 1960-2014
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Turkey’s GDP growth was susceptible to the changes in the industrial output
of the country within the last four decades. The axis on the right hand of the graph
below illustrates the growth of Turkey’s GDP. Industrial sectors including mining,
manufacturing, and utilities have had the closest relationship with the GDP growth
since the early 1970s. The data suggests that Kaldor’s laws obtained in the Turkish
context between 1988 and 2013 (Mercan and Kizilkaya 2014). In other words, we
see a close relationship between the growth of the industrial value added and the
GDP growth in the Turkish context. Thus, any assessment of the performance of the
Turkish economy during the 2000s requires a closer look at the growth patterns of
its industrial sectors.
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Chart 10.2: Share of Turkey in world’s population, manufacturing value added, GDP,
and exports, 1970-2013
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It is possible to contextualize Turkey’s position in the global economy by
putting this synchrony between the growth of Turkey’s GDP and the growth of its
industrial output into perspective. Turkey’s GDP caught up with its share in the world
population, which is roughly one percent, once again in 2006. The convergence took
place approximately 15 years after Turkish manufacturing caught up with Turkey’s
share in the world population in 1992. In other words, Turkey reached a share in the
global economy comparable to its size in the world population, after it managed to
grow its industrial output beyond its share in the world population.
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Chart 10.3. Manufacturing value added and manufacturing exports of Turkey, 2002-2013
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In a similar manner, the value added produced by manufacturing industries
was surpassed by Turkey’s manufacturing exports in 2007. In other words, Turkey
became not only a prominent industrial producer but also a major player in the global
supply chains.

Sector Composition

The growth in the magnitude of manufacturing output during the 2000s was
accompanied by turbulent changes with regard to the sector composition in the
manufacturing industries. In fact, we see a rupture concerning some of the major
trends since the late 1990s particularly after the 2008 crisis. In order to detail this
rupture, I will focus on the largest manufacturing sectors with an export volume
greater than 10 billion US$ in 2014. As the table below illustrates, three of the top
six exporters entail assembly-related processes (motor vehicles and trailer, wearing
apparel, and machinery and equipment) and have a more labor-intensive labor
process than the other three (basic metals, textiles, and food products and beverages).
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Table 10.1. Manufacturing Exports in 2014

Manufacturing Exports by Sectors in 2014 Current Million US$ | Share (%)
Motor vehicles and trailers 19,218 13.07
Basic metals 16,636 11.31
Textiles 15,417 10.48
Wearing apparel 13,777 9.37
Machinery and equipment 13,592 9.24
Food products and beverages 11,098 7.55
Total 89,737 61.01
Chemicals and chemical products 7,962 5.41
Furniture 7,610 5.17
Rubber and plastics products 7,541 5.13
Fabricated metal products (exc. machinery) 7,431 5.05
Electrical machinery and apparatus 6,365 4.33
Coke, refined petroleum products and nuclear fuel 5,729 3.90
Other non-metallic mineral products 4,330 2.94
Other transport equipment 2,398 1.63
Communication and apparatus 2,234 1.52
Paper and paper products 1,985 1.35
Total 53,586 36.43
Luggage, saddlery and footwear 1,153 0.78
Products of wood and cork 854 0.58
Medical, precision and optical instruments, watches and clocks | 834 0.57
Tobacco products 555 0.38
Office, accounting and computing machinery 189 0.13
Printing and publishing 168 0.11
Grand Total 147,075 100.00

Source: http://tuik.gov.tr/PrelstatistikTablo.do?istab_id=630

Among these six largest manufacturing sectors, the only medium-high
technology sector that increased its share during the 2000s without any interruption
is machinery and equipment manufacturing. Motor vehicles and trailers exports
stagnated during the second half of the 2000s, while the basic metals and food products
and beverages increased their share in Turkey’s manufacturing exports within the
same time period. The former is a medium-low technology sector according to the
European Commission’s classification and a low technology sector according to the
classification by United Nations Industrial Development Organization (UNIDO). It
is an energy-intensive sector according to the OECD classification. As of 2014, these

sectors’ export volume converged within the range between 8 and 13 percent.
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Chart 10.4. Share of the largest manufacturing exporter sectors in 2014 in Turkey’s
export volume, 1996-2014
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The related trends can be simplified by taking 1996 as the base year for the index
illustrated in the graph below. The index helps to frame a chronology for the

individual sectors within the last two decades:

1. Machinery and equipment output has grown its share since the second half
of the 1990s without any interruption. In this regard, this sector is the only
major manufacturing industry that was not susceptible to the economic

crises within the last two decades.

2. Motor vehicles and trailers production increased its share at a phenomenal
pace between 1996 and 2007, while its share has been dropping for the last

eight years.

3. The growth of basic metals output in terms of its share in total
manufacturing output began in 2003, right after the 2001 financial crisis.
Its share dropped after the second crisis in 2008 and dropped back to the
pre-2000 level by 2014. The recent decrease can be attributed to the drop
in commodity prices. The share of basic metals in total exports grew by

roughly 65 percent between 2007 and 2012.

4. Textiles, wearing apparel, and food products and beverages are the
three low technology sectors that have a significant share in Turkey’s
manufacturing exports. Each of these sectors lost roughly fifty percent
of their share in total manufacturing output since 1996. Food products
and beverages reached rock bottom in the early 2000s, while the decline
of the shares of textiles and wearing apparel (two very closely connected
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sectors) in total exports continued until 2008. Since 2008, these three
sectors succeeded in keeping their share in total manufacturing exports
and food products and beverages slightly increased its share.

Chart 10.5. Share of the largest manufacturing exporter sectors in 2014 in
Turkey’s export volume, 1996: 100, 1996-2014
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The 2001 crisis positively affected the growth of two major manufacturing
exporters: basic metals and food products and beverages. While the former swiftly
grew its share in total manufacturing output after the crisis, the latter’s decline in the
1990s stopped after 2001. Following the 2008 crisis, however, the share of motor
vehicles and trailers dropped, as did basic metals, in total manufacturing exports.
Since the output of basic metals is very much dependent on ore prices, global ups
and downs in commodity prices certainly have a major impact on the value of the
output by this sector.

However, commodity prices have a lesser impact on the share of motor vehicles
and trailers in total manufacturing output and resource-based inputs account for a
smaller portion of the total value added produced. The trend concerning this sector
overlaps with the slowdown of the drop in the share of the wearing apparel and textile
sectors and the continuing growth of the machinery and equipment production. In
fact, the most noteworthy new trend after the 2008 crisis is the switch between a
major medium-technology sector (i.e. motor vehicles and trailers) and two low-
technology sectors (i.e. wearing apparel and textiles) in terms of their share of total
manufacturing exports.
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Technology level, resource dependency, and energy intensiveness

According to the sector classification by the European Commission, the medium-
low technology sectors increased their share within the manufacturing workforce
and the workplace population, while both low and medium-high sectors lost their
share per these two parameters. The figures illustrated in the graphs below reveal that
a switch between medium-low and medium-high technology sectors took place after
2007 in favor of the medium-low technology sectors.!

Another noteworthy trend is the increase in the share of the manufacturing
workplaces in high-technology sectors after 2007, even though the share of the
workers employed by these sectors within the total workers kept declining throughout
the entire decade. Employment in low technology sectors proportionally decreased
roughly by ten percent between 2001 and 2007, while the decline stopped after 2007.
In the same vein, the share of the manufacturing workplaces in low-technology
sectors increased their share in the manufacturing workplace population after 2008.

Chart 10.6. Employment of the manufacturing sectors by energy-intensiveness and
technology level, 2001: 100, 2001-2012
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1 Tables for classification and the figures for share of the manufacturing exports by sector are avail-
able in the appendix.

159



Chart 10.7. Number of workplaces of the manufacturing sectors by energy-
intensiveness and technology level, 2001: 100, 2001-2012
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Finally, in conjunction with the low and medium-low technology sectors, the
number of workplaces and workers in energy-intensive sectors dramatically increased
their share in their respective populations between 2007 and 2010. This transformation
potentially leads to new vulnerabilities for the Turkish economy: the volatility in
crude oil prices was positively correlated with GDP growth in Turkey between 1987
and 2007 and this relationship was stronger between 1997 and 2007 (Ozsagir et al.
2011). Furthermore, crude oil prices had a significant impact on the money supply,
the inflation, and the price levels between 1986 and 2010 (Yaylali and Lebe 2012).

Approximatelyninety percentof Turkey’sexportsare composed of manufacturing
items. Thus, the shifts among the manufacturing sectors in terms of their export
volume represent the general trends concerning manufacturing output. The Turkstat
data reveal a switch between the export volumes of the medium-high and medium-
low technology sectors similar to the trends reflected by manufacturing workers and
workplaces, albeit milder. In this regard, another switch took place between low
technology sectors’ output and medium-low and medium-high technology sectors’
in favor of the former between 1996 and 2008. After the figures for these three sector
groups converged in 2008, their relative weights remained unchanged until 2014.
Another point to emphasize is that the already meager share of high technology
exports further dropped from 5 percent in 2005 to 2 percent in 2014. The 2008 crisis
had a negative impact on Turkey’s high technology manufacturing exports.
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Chart 10.8. Share of the manufacturing exports by technology level, 1996-2014

Manufacturing Exports by Technology Level, EC, 1996-2014
0,60

0’50 ——\\
e \\
0,30 >~ P s AT XX B .

0,20 g A o

0,10

e e e ——————e

© D O O &N 4 D K o S O O
PO P LTELTLPLPLPS, DS
DR R AT DA DA S

-0,10 N

0,00

N DD N
SN R I\ 4
DT DT AT D

—— @High

Low Medium-High  eeeee Medium-Low

Source: Turkstat and OECD

Traditional industrial centers

Embarking on the data provided in the first section, now we can move to the overview
of the relationship between the large industrial centers and the industrializing
cities in Turkey. Recent studies on the regional disparities in Turkey emphasize
the following points: regional business cycles began to converge at the Level 2
of the Nomenclature of Territorial Units for Statistical Units (NUTS 2) between
1975 and 2000 and between 2004 and 2008, yet the pace of convergence was not
high enough to turn the asymmetries into a negligible phenomenon (Engin Duran
2013). Similarly, inflation rates were regionally converged across Turkey between
1987 and 2001 (Yesilyurt and Elhorst 2013) and regional disparities in the industrial
employment and value added were ameliorated between 1986 and 2001 (Akkemik
and Goksal 2014). However, proximity to the core areas is still a major factor that
accounts for the regional productivity differences in Turkey’s manufacturing industry
(Falcioglu 2011). Furthermore, the neighborhood manufacturing firms enjoy positive
productivity spillovers in Turkey, even though domestic firms do not significantly
benefit from the foreign manufacturing firms in the same or neighboring industries
(Catik and Karacuka 2012).

Between 1996 and 2001, the scale of firms and resource intensity significantly
accounted for industrial disparities across provinces, while export performance and
regional disparities had a weak relationship. Distance to the major industrial centers
had no significant impact on regional disparities and agglomeration (Akkemik and
Goksal 2014).
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At the NUTS 2 level, the share of the regions in Turkey’s foreign trade was
negatively correlated with the unemployment rate between 2004 and 2009 (Gozgor
and Piskin 2011). Regional wage inequality in the private sector increased between
1980 and 2001 at the NUTS 1 and NUTS 2 levels (Elveren 2010). In fact, despite the
tendency toward regional convergence, location plays an important role in the access
to the labor force and the wage level for the manufacturing industries in Turkey.
Thus, some of the location-related disadvantages pertinent to the non-metropolitan
areas of the country are offset by the lower wages and easier access to the labor force.

Nevertheless, industrial activities in Turkey are geographically concentrated in
a small number of cities and Istanbul, in particular, is the most important industrial
center. As the table below illustrates, the first five cities in terms of export volume
accounted for 72 percent of total exports, employed 55 percent of manufacturing
workers, and hosted 58 percent of manufacturing workplaces in 2014, while 36
percent of Turkey’s total population resided in these cities in 2013. This section
focuses on the first five largest industrial producers illustrated in the table below.
The next section presents the data about the three followers that will be called “the
secondary cities” here: Denizli, Gaziantep, and Kayseri.

Table 10.2. Share of the top exporting cities in Turkey’s exports, manufacturing
workforce, manufacturing workplaces, and population, 2013 and 2014

Exports, | Manufacturing Manufacturing Population,

Top Exporting Cities in 2014 | 2014 Workforce, 2013 | Workplaces, 2013 | 2013
Istanbul 45 29 36 18
Bursa 8 8 6 4
Kocaeli 8 5 2 2
Izmir 6 7 7 5
Ankara 5 6 7 7
Total 72 55 58 36
Gaziantep 4 3 3 2
Manisa 3 2 2 2
Denizli 2 2 2 1
Sakarya 2 2 1 1
Adana 1 2 2 3
Hatay 1 1 | 2
Kayseri 1 2 2 2
Total 14 14 12 13
Grand Total 86 69 70 49

Source: Turkish Exporters Assembly, Social Security Agency, and Turkstat

As the graphs below illustrate, the traditional centers of industry lost some of
their share within the workforce to the smaller cities during the 2000s. Nevertheless,
these cities still employ more manufacturing workers and host more manufacturing
workplaces than the rest of the country.
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Chart 10.9. Share of the top manufacturing employer cities by 2013 in Turkey’s

manufacturing workforce, 2001-2013

Manufacturing Workers in Cities That Have More Than 5% of the Total Manufacturing
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Top exporters (Istanbul, Bursa, Izmir, Ankara, and Kocaeli) did not lose their
share in medium-high technology sectors within the last decade. Rather, they lost
some of their share in low-technology, resource-based, and energy-intensive sectors.
In fact, the decreasing share of these cities in manufacturing exports signifies a
particular form of domestic outsourcing of energy-intensive, resource-based, and

low technology industrial activities to the smaller cities during the 2000s.
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Chart 10.10. Share of the top five exporter cities by 2014 in Turkey’s exports by
technology level, 2004:100, 2004-2014
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Chart 10.11: Share of the top five exporter cities by 2014 in Turkey’s exports by
resource-intensiveness and energy-intensiveness, 2004: 100, 2004-2014
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The domestic outsourcing thesis is to some extent supported by the fact that the
tendency for the geographical disparities in manufacturing activities to decline was
not accompanied by a synchronic trend for the large manufacturing enterprises to be
more homogenously dispersed across the country during the 2000s.
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With regard to large manufacturing enterprises, a relatively reliable data set
is generated by the Istanbul Chamber of Industry (Istanbul Sanayi Odasi-ISO).
The Chamber annually publishes on its website some basic business data about
the first 1000 largest industrial enterprises in Turkey since 1997.2 This population
of manufacturing enterprises (the ISO1000) accounted for roughly half of the
manufacturing exports and the manufacturing value added of Turkey in 2013.
Except for the number of enterprises and exports, manufacturing enterprises in
Ankara, Bursa, Istanbul, Izmir, and Kocaeli increased their share within the ISO1000
population practically per every meaningful economic parameter, including the
number of employees, net sales, and direct sales. The most dramatic change during
the 2000s took place with regard to the value added.

Chart 10.12. Share of the largest industrial enterprises located in the top five exporting
cities by 2014 within the total net sales, value added, exports, and employment of the
first 1000 industrial enterprises of Turkey, 1997-2014
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2 http://www.iso.org.tr/projeler/arastirmalar/turkiyenin-500-buyuk-sanayi-kurulusu/
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Chart 10.13. Share of the largest industrial enterprises located in the top five exporting
cities by 2014 within the total net sales, value added, exports, and employment of the
first 1000 industrial enterprises of Turkey, 1997: 100, 1997-2014
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The two graphs above let us suggest the following: smaller cities increased their
share in the ISO1000 list during the 2000s in terms of the number of enterprises. In
fact, the share of such enterprises within the ISO1000 list in 2014 was higher by
45 percent than in 1997. However, the emerging large manufacturing enterprises
in smaller cities fail to catch up with their predecessors, which used to be located
in the traditional centers of industry, in terms of their shares in sales, the number
of employees, and particularly the gross value added. In other words, the ISO1000
companies in the emerging cities proportionally employ a smaller number of
workers, generate a smaller volume of revenue, and produce a far smaller amount
of gross value added than their predecessors in the traditional centers of industry
in Turkey. These dynamics specifically pertain to the 2000s; i.e. the period after
the 2001 crisis. Intuitively speaking, the crisis in 2001 led to the monopolization in
traditional industrial centers and created some room for the manufacturing enterprises
of smaller cities in the list.

The secondary cities of Turkey: Denizli, Gaziantep and Kayseri

The third section of the chapter relates the data presented above to the three
industrializing cities of Turkey: Denizli, Gaziantep, and Kayseri. These three cities
are selected for two reasons. First, they find themselves placed among the top
exporters list of Turkey. Second, they are not located in the vicinity of the traditional
industrial centers of Turkey. Thus, they minimally benefit from the spillover effects.
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Accordingly, the assessment of their performance within the last decade potentially
informs about ongoing regional disparities with regard to industrial production in
Turkey. For descriptive purposes, these cities will be called secondary cities, that is,
the emerging industrial centers in the non-metropolitan areas of the country.

Even though Manisa, Sakarya, Adana, and Hatay are among the other top
manufacturing exporters, they are not included in the assessment for the following
reasons. Manisa and Sakarya are the neighbors of one of the largest manufacturing
exporters (Izmir and Kocaeli respectively). Thus, they benefit from the spillover
effects from these industrial centers and it becomes difficult to distinguish between
the exogenous and endogenous factors that helped these cities to increase their share
in the country’s manufacturing output. Adana is a traditional industrial center that
lost a significant portion of its manufacturing base within the last three decades. In
other words, it is a deindustrializing city. That is why the assessment of the industrial
dynamics of this city requires different data sets and a different conceptual toolbox
than the ones used in this chapter. Last, approximately 45 percent of Hatay’s exports
were accounted for by the largest iron and steel plant of the country located in this
city (Isdemir) and the cluster of smaller establishments in the related metal industries
in 2014. In fact, Isdemir’s presence was the sole factor that helped Hatay to grow
its manufacturing output within the last decade. Because of the lack of diversity in
terms of its industrial output, the assessment of the industrial dynamics of Hatay
requires a different methodology.

Chart 10.14: Share of Denizli, Gaziantep, and Kayseri in Turkey’s export volume, 2004-2014
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Denizli and Kayseri’s share in total exports remained mostly unchanged
between 2004 and 2014. Among the three secondary cities studied, only Gaziantep
managed to increase its share in total exports at a significant pace during the 2000s.

Chart 10.15. Share of the largest manufacturing exporter sectors in 2013 Denizli’s
export volume, 2004-2013
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Denizli neither lost nor increased its share in Turkey’s total export volume,
yet its manufacturing output diversified more than the other two secondary
cities. Ready-made garment production accounted for roughly 70 percent of its
total exports in 2004, while the respective figure was below 40 percent in 2013.
All other major exporting sectors increased their share in the total exports of
the city. Denizli is a globally-known towel producer and its major market in the
1990s was the EU countries. As other players, including the East Asian countries,
brought the profit margins down, the export volume stagnated during the 2000s and
Denizli’s industrialists looked for other options. One response was to shift from
the final product (i.e. towels and other similarly less labor-intensive ready-made
garment items) to intermediary products, such as fabric, thread, and textile fibers,
by enlarging the textile facilities. Thus, the share of textile products in Denizli’s
exports slightly increased between 2004 and 2013. The most significant growth rates
were enjoyed by ferrous and non-ferrous metals, electrical-electronic equipment,
and steel and iron products. The growth of the first two sectors is closely related to
the fact that Denizli has the second largest copper wire plant in Turkey (Erbakir).
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This facility provides input particularly for the cable producers. Accordingly, there
is a complex and large cluster around Erbakir. Similarly, Denizli traditionally
hosted a large number of rolling mills such as Kocaer and Kar-Demir. The high
performance of this sector led to the increase in its share in Denizli’s exports.

The hike in global commodity prices was as important as the increase in output
in these sectors in manipulating copper, iron, and steel. Thus, the ongoing drop in
commodity prices as well as the sharpening global competition will potentially
decrease sales volume. Interviews conducted with the company representatives in
2014 and 2015 revealed that particularly copper cable producers and rolling mills
suffered from decreasing profit rates within the last decade. As a result, a number of
important players such as Kar-Demir moved their rolling mills to Izmir in order to
decrease the logistics costs. Since the copper cable producers depend on the supply
of Erbakir, this is not a viable option for them. Accordingly, a crisis in this sector
may ensue in the next decade.

To recapitulate, Denizli successfully adapted to the new global environment that
favors energy-intensive sectors and disfavors low technology and labor-intensive
sectors. However, the new decade seems to bring about intensified competition in
energy-intensive sectors.

Chart 10.16. Share of the largest manufacturing exporter sectors in 2013 Gaziantep’s
export volume, 2004-2013
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According to the classification of the Turkish Exporters Assembly, the two
major exporters in Gaziantep are carpet and cereals, legumes, oilseeds and related
products sectors. These two sectors together accounted for roughly half of all
exports of Gaziantep and 2.2 percent of Turkey’s total exports. As noted above,
cereals, legumes, oilseeds and related products consist of unprocessed agricultural
commodities, semi-processed products such as semolina and bulgur, and processed
products such as pasta. For instance, the second largest pasta facility in world is
located in Gaziantep; Oba Makarna. The carpet sector is composed of numerous
producers, most of which are small workshops operating a small number of carpet
looms as well as top players in the global market such as Merinos. Out of 3,160
manufacturing companies registered at Gaziantep Chamber of Commerce, 247 of
them are carpet producers in 2015.°

The field research conducted in 2014 and 2015 revealed a close relationship
among the carpet, chemicals, and textile sectors. The major input for carpet production
is the polypropylene-based fibers. Textile factories produce these fibers. The basic
input of the propylene-based fibers is the propylene polyps produced by the chemical
companies in this city, which also produce other polymer-based products such as
plastic bottles and packaging materials.

One of'the possible reasons why the share oftextile and related materials dropped
in Gaziantep’s export statistics is that many carpet producers established their fiber
and thread facilities and their fiber and thread sales of some of these companies were
accounted as carpet sales. In a similar manner, some of the fiber and thread facilities
bought carpet looms within the last few years. Thus, chemicals, textile and related
raw materials, and carpet sectors formed an increasingly interlocking cluster during
the 2000s and accounted for 51 percent of Gaziantep’s total exports.

These three sectors practically process petroleum and turn it into either
intermediary or final products. Firm representatives in these sectors interviewed in
2014 and 2015 emphasized the drastic squeeze in profit margins. In a similar manner,
the production of pasta, bulgur, and related products add a relatively low new value
to the final products. The two rising sectors of Gaziantep during the 2000s (steel and
iron products and wood products) are as resource-intensive as the aforementioned
sectors. Accordingly, if there is to be a shift to new sectors in the coming years, the
candidate sectors do not seem to change the level of resource-, energy-, and capital-
dependency of the industrial production in Gaziantep.

3 https://e.gto.org.tr/Members
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Chart 10.17. Share of the largest manufacturing exporter sectors in 2013 Kayseri’s
export volume, 2004-2013
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Kayseri’s share in Turkey’s exports increased slightly during the 2000s, while
the sector composition of the city remained more stable than Denizli’s. Furniture
production constitutes Kayseri’s largest industrial cluster. Thus, wood products as
well as textile and related raw materials (such as synthetic sponges) accounted for
approximately 28 percent of Kayseri’s exports. Other significant textile products are
synthetic thread and fibers and denim fabric.

Steel and iron products increased their share in Kayseri’s exports for two reasons.
First, furniture production yielded a large cluster during this decade that produces
metal inputs for this sector. The related enterprises began to export their products
directly to the foreign markets. The second reason is the independent growth of
steel door enterprises, most of which are small- and medium-sized enterprises. Out
of 830 manufacturing companies in the Organized Industrial Zone Kayseri, there
were 49 steel door producers in 2014.* In the furniture sector, the largest cluster
developed around the Boydak Group that has independent companies operating in
furniture, related textile, and steel and iron products as well as the largest copper
cable company and the aluminum wire company (HES Hacilar Elektrik and Has
Celik). This group accounted for roughly 33 percent of Kayseri’s all exports in 2013.

Other sectors having a large share in Kayseri’s exports are dominated by a small
number of enterprises: three electrical and electronic equipment producers (Femas,

4 http://www.kayseriosb.org/firmalar
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Sersim and Kumtel) account for roughly 50 percent of Kayseri’s exports in this sector.
Small- and medium-sized machinery producers account for the rest of the exports
in this sector. HES Hacilar Elektrik and Has Celik have an overwhelming share in
the ferrous and non-ferrous metals as well as in the minerals and metals: these two
companies accounted for 70 percent of Kayseri’s exports in these two sectors in 2013.

To recapitulate, Kayseri’s sector composition was not exposed to drastic changes
and its export volume grew at a similar pace as Turkey’s. The sectors increasing their
share in the city’s export volume grew out of the existing local supply chains with
the exception of steel door producers. The relative stability is at least partially the
outcome of the strength of a small number of large industrial groups that managed
to establish local supply chains of a large number of producers in the city during the
2000s. Accordingly, new investment decisions are usually made with a top-to-bottom
approach by the large enterprises at the top of these hierarchical supply chains.

Chart 10.18. Share of Denizli, Gaziantep, and Kayseri in Turkey’s manufacturing
workplace population, 2001-2013
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Chart 10.19. Share of Denizli, Gaziantep, and Kayseri in Turkey’s manufacturing
workforce, 2001-2013
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Chart 10.20. Employment per manufacturing workplace in Denizli, Gaziantep, Kayseri,
and Turkey, 2001-2013
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In terms of the share of these cities in the registered manufacturing workforce and in
the manufacturing workplace population, the following trends are noteworthy:

L.

Gaziantep increased its share in Turkey’s manufacturing workplace population
by 42 percent and in Turkey’s manufacturing workforce by 63 percent between
2007 and 2013. In fact, the growth in the city’s manufacturing output was in
close synchrony with the number of new enterprises and new employment in
the city.

A quite opposite tendency pertains to Denizli. The stagnation of the ready-
made garment sector led to a significant decrease in the share of this city in
the manufacturing workforce and workplace population of Turkey. Insofar as
Denizli’s energy- and labor-intensive sectors gradually replaced the ready-
made garment sector in the city’s exports, the manufacturing sectors’ capacity
of employment decreased during the 2000s. In a similar manner, since small-
sized enterprises can produce the ready-made garments, the stagnation of this
sector led to some proportional decline in the number of enterprises in this
sector as well. The increase in the number of ready-made garment workplaces
by 18 percent between 2004 and 2014 according to the data by the Social
Security Agency apparently failed to offset this proportional decline.

The average employment volume per manufacturing workplace decreased in
Denizli and Kayseri between 2001 and 2008 and slightly increased after 2008.
Gaziantep had the same figure as Turkey’s average in this respect during the
2000s, while the average employment per manufacturing workplace increased
after 2009. The related figures for these cities converged as of 2013.

Chart 10.21. Denizli’s manufacturing exports by technology level, 2004-2014
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Chart 10.22. Gaziantep’s manufacturing exports by technology level, 2004-2014
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Chart 10.23. Kayseri’s manufacturing exports by technology level, 2004-2014
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Per the shifts among the sectors’ shares in the export volumes of these cities, the technology
level of the industrial output was also exposed to a number of changes between 2004 and
2014:

1. Because the ready-made garment sector in Denizli lost its share in the city’s
export volume at a significant level, the share of the low technology exports
dropped in this period.

2. To put it simply, Gaziantep is a carpet and pasta producer and these two sub-
sectors did not lose their share in this city’s total exports. Accordingly, low
technology products dominated the city’s exports within the last ten years.

3. Since Kayseri’s sectors composition in terms of its industrial output did not
change much between 2004 and 2014, the technology level of its output also
remained to a great extent the same.

4.  Inaccordance with the trends pertinent to Turkey, the drop of the low technology
sectors’ share in the exports of these cities stopped declining after 2008.

Chart 10.24. Share of the energy-intensive sectors in the total exports of Denizli,
Gaziantep, Kayseri, and Turkey, 2004-2014
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Chart 10.25. share of the resource-based sectors in the total exports of Denizli,
Gaziantep, Kayseri, and Turkey, 2004-2014
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In a similar manner, Denizli’s energy-intensive sectors increased their share
in the city’s exports because of the stagnation of the ready-made garment sector.
We do not see any drastic changes in Gaziantep and Kayseri in terms of the weight
of their energy-intensive sectors in the city’s manufacturing output. All these three
cities’ resource-based sectors have a larger share in their exports than Turkey’s. Even
though the gap shrank to some extent until 2008, there is no sign of convergence
between Turkey and these cities between 2008 and 2014.
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Chart 10.26. Share of largest industrial enterprises of Denizli, Gaziantep, Kayseri, and
Turkey in their total exports, 2004-2013
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As noted in the first part of this chapter, the number of ISO1000 enterprises in
the industrializing cities grew at the expense of the large manufacturing enterprises
in the traditional centers of industry throughout the 2000s. Thus, the ISO1000
enterprises now have a larger impact on manufacturing performance in the secondary
cities than in the previous decades.

Gaziantep outperformed Turkey as well as Denizli and Kayseri during the 2000s
in terms of its export performance: the share of large manufacturing enterprises
in the city’s export volume was consistently lower in Gaziantep than in Turkey,
Denizli, and Kayseri within this period. The related ratio is highest in Kayseri. In
2007, Kayseri-based large manufacturing enterprises actually exported more than
the entire city, since the facilities of these enterprises in other cities apparently
contributed to their export volume at a significant level. However, after 2007, the
ratio for Kayseri secularly converged with the figures for Turkey. In other words,
SMEs outperformed large manufacturing enterprises in terms of the export capacity
in Kayseri. Despite the major shift in the sector-orientation of its exports, the large
manufacturing enterprises were able to keep their share in Denizli and the related
figures were almost identical to the ones for Turkey throughout the 2000s.
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Chart 10.27. Share of Denizli’s large industrial enterprises within the net sales, gross
value added, exports, and number of employees by Turkey’s largest 1000 industrial
enterprises, 1997-2014
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Chart 10.28. Share of Gaziantep’s large industrial enterprises within the net sales, gross
value added, exports, and number of employees by Turkey’s largest 1000 industrial
enterprises, 1997-2014
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Chart 10.29. Share of Kayseri’s large industrial enterprises within the net sales, gross
value added, exports, and number of employees by Turkey’s largest 1000 industrial
enterprises, 1997-2014
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With regard to the performance of the large manufacturing enterprises within
Turkey’s large manufacturing enterprise population, one common fact for Denizli,
Gaziantep, and Kayseri in the 2000s is that the share of the value added produced by
these enterprises with respect to the value added produced by the rest of the first 1000
industrial enterprises in Turkey remained lower than their share within the enterprise
population and within the total employment. In other words, the large manufacturing
companies in Denizli, Gaziantep, and Kayseri produce less value added with more
workers than the rest of the ISO1000 enterprises across the country.

The gap is most dramatic in Kayseri and Gaziantep. For Kayseri, the predominant
sector dominated by the large enterprises is furniture. The labor intensiveness of
this sector may have contributed to the gross value added during the 2000s, yet the
growth of the value added produced by these companies in Kayseri did not catch up
with the growth of the number of the companies and the employment.

Gaziantep’s key sectors (grain-based food products and polypropylene-based
products) are not labor-intensive. The reason why the share of the value added of
the large manufacturing enterprises in Gaziantep within the total value added by the
first 1000 industrial enterprises stagnated between 1997 and 2013 is that all these
three sectors were incapable of producing as much value added as in medium-high
and high technology sectors. The city seems to have been stuck in this technology
trend for the last two decades, even though the export and sales figures tell a story
of great success.

Denizli’s large manufacturing enterprises differ from Gaziantep and Kayseri
in terms of the difference between the exports and the net sales by these companies.
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In Gaziantep and Kayseri, exports and net sales synchronically grew and declined
between 1997 and 2013, while Denizli had a larger share in the top 1000 industrial
enterprises’ export volume than the share in this population’s net sales within this
period. Accordingly, Denizli’s large manufacturing enterprises are arguably more
export-oriented than the respective companies in Gaziantep and Kayseri. However, as
for Gaziantep and Kayseri, the ISO1000 companies in Denizli chronically produced
less value added than the rest of ISO1000 population throughout the last two decades.

Conclusion: Equity and asymmetry among the regions of Turkey
Primary cities

Geographical disparities continued characterizing Turkey’s industrial topography
during the 2000s. The five largest manufacturing exporters produced 72 percent of
the total manufacturing exports in 2014. Over half of the manufacturing workers and
workplaces were located in these cities the same year, even though roughly one-third
of Turkey’s total population reside in these cities. Even though these cities lost some
8 percent of their share in manufacturing exports between 2004 and 2014, their share
in medium-high technology exports virtually remained unchanged in this period. In
fact, medium-low and low technology activities were domestically outsourced to the
industrializing cities of the country.

Despite their sizeable share in the country’s exports, manufacturing workforce,
and manufacturing workplace population, the traditional centers of industry lost
some of their share within the workforce and workplace population to the smaller
cities during the 2000s. Nevertheless, these cities still employ more manufacturing
workers and host more manufacturing workplaces than the rest of the country.

Industrializing cities now have a much larger number of industrial enterprises
that make the ISO1000 list than in the early 2000s. However, the share of these
companies in the net sales and export volume and in the value added had significant
ups and downs within the last two decades. Between 1997 and 2003, no significant
change took place per these three parameters. It was the golden years for the ISO1000
enterprises in the traditional industrial centers between 2004 and 2008 in terms of
net sales, value added, and export volume: even though the number of the ISO1000
companies in these cities kept dropping in this period, their share per these parameters
grew substantially. However, their shares began to drop between 2008 and 2013 and
the related figures retreated back to their 2004 or 2005 values with the exception of the
gross value added. Despite the ups and downs since 2006, the ISO1000 companies in
the major exporting cities accounted for 81 percent of the total value added produced
by all ISO1000 companies in 2013. The figures were 48 percent and 75 percent
for 1997 and 2005 respectively. In other words, the rise of large manufacturing
enterprises in industrializing cities was not accompanied by a subsequent
allocation of high value added activities across different regions of the country.
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Secondary cities

The data about the industrial centers was complemented with the assessment of
three industrializing cities in Turkey; Denizli, Gaziantep, and Kayseri. These cities
minimally benefitted from the spillover effects of the major industrial centers and
have a relatively diverse sector composition. Thanks to these factors, they are the
current subject of ongoing field research by the author with the support by the
European Commission. The available data as well as the findings of the fieldwork
reveal that each city took a different path of industrial development in the 2000s.

Denizli was exposed to a major transformation during the 2000s as a result of
the decline of the share of its ready-made garment sector in its exports. In fact, the
US dollar value of the ready-made garment exports grew by 33 percent between
2004 and 2014, yet this growth pace was not enough to keep up with the growth
of the city’s export volume, which was 2.7 times larger in 2014 than the respective
value for 2004. The growth was accounted for by the low and medium-low
technology sectors, the production processes of which are resource-dependent and
energy-intensive. In other words, changes in the sector composition of Denizli had
significant parallelisms with the transformation of Turkey’s industrial topography.

Gaziantep and Kayseri represent antithetical cases that signify two divergent
strategies of industrial growth. On the one hand, Kayseri fared better on the
technology level of its output. The sector composition is more diversified than the
rest of the country and the two other cities. Large manufacturing enterprises have
a stronger presence in the city. In particular, there is a complex supply network in
the furniture sector that is by and large controlled by a few globally recognized
producers. On the other hand, Gaziantep’s industrial scene is dominated by the low
value added and highly resource dependent sectors; carpet, fibers, and grain-based
products. Since they are relatively easy-entry sectors, there is a large number of
producers in each sector that have weak supply relations with each other. Enterprises
in these sectors tend to invest in backward and forward linkages (such as in carpet
looms or thread facilities) in order to keep their competitiveness. The weight of
the large manufacturing enterprises in the city’s output is lower than in Denizli and
Kayseri. That is, clusters in these sectors take the form of mere spatial aggregation
of similar industrial activities rather than integrated supply chains.

In other words, Kayseri seems to have played the game right, while Gaziantep
seems to have done almost everything wrong by the book for the last decade.
However, Kayseri’s share in Turkey’s exports remained virtually unchanged within
the last decade, while Gaziantep increased its share by the factor of two.
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Transformation of the industrial dynamics in Turkey during the 2000s: a lost
decade?

The illusion about the magnitude and content of the growth of the Turkish economy
during the 2000s makes itself more visible in the assessment of the transformation
of its industrial dynamics within this decade. Two dynamics characterize the
transformation:

1) Switch from high value added products to low value added products after
2008: The changes in the technology level, resource dependency, and energy
intensiveness of the manufacturing sectors in Turkey favored relatively lower
technology sectors that rely more on energy and resource-based inputs in
comparison to the period between the second half of the 1990s and the crisis
in 2008. The export volume has continued to grow since 2008, yet the growth
has been accounted for by the sectors that produced comparatively lower value
added than the value added produced by the sectors dominant before the crisis
in 2008. More alarmingly, the high technology exports proportionally declined
within the last decade.

2) Domestic outsourcing oflow technology and low value added manufacturing
activities throughout the 2000s: There are two aspects related to this
phenomenon. The first one is about the spatial repercussions. The top five
exporter cities lost roughly eight percent of their share in the country’s exports,
yet they were able to keep their share in the medium-high technology exports.
In other words, industrializing centers of the country increased their share in the
nation’s exports by adopting low technology activities characterized by high
energy intensiveness and resource dependency. The second aspect is related
to the concentration of industrial capital at the enterprise level. As for the
traditional industrial centers, large manufacturing enterprises lost their share in
exports during the 2000s, yet the decline was not enough to offset the gains by
the largest manufacturing enterprises after the 2001 crisis. In other words, the
manufacturing SMEs significantly increased their share in the total exports vis-a-
vis the large manufacturing enterprises during the 2000s. However, this relative
success is reflected in the figures concerning the value added at a mediocre
level. In a similar manner, the share of the large manufacturing enterprises in
medium-high technology and non-energy-intensive sectors declined at a slower
pace than the decline of the share of these enterprises in total exports. These
figures altogether give the impression that the large manufacturing enterprises
gradually withdrew from the low technology and energy-intensive sectors and
adopted the role of suppliers for the SMEs in such sectors.

The first of these two trends is compatible with the global dynamics illustrated
by the literature on the outsourcing of energy-intensive industrial activities from
the North Atlantic countries to the rest of the world (Ackerman 2014; Yan Yunfeng,
Yang Laike, and Priewe 2011). The literature generally focuses on CO2 emissions
as a reliable proxy for the energy intensiveness of the manufacturing process and
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studies in this vein attempt to understand the characteristics of “the carbon leakage”
or “the increase in emissions outside a country that are directly attributable to the
introduction of climate regulations introduced in that country” (Eckersley 2010,
p- 370). Even though the growth of the GDP per capita of the low- and middle-
income countries is faster than the growth of their CO2 emissions (Bedirhanoglu
2014), the data reveals that the net emission transfers via international trade from the
high-income to the low- and middle-income countries exceeded the limits set by the
Kyoto Protocol (Peters et al. 2011). The data presented in this chapter illustrates that
the sector composition in Turkey’s manufacturing industries may have been affected
by the global carbon outsourcing during the 2000s.

The second trend about the domestic outsourcing was assessed by a smaller
number of studies in the context of the geographical relocation of energy-intensive
activities to the industrializing regions of the individual countries. Furthermore, the
geographical focus is exclusively China (Clarke-Sather et al. 2011; Liang, Fan, and
Wei 2007; Lan-Cui Liu et al. 2010). Nevertheless, the existing literature underlines
that the domestic outsourcing of the energy-intensive sectors does not exclusively
pertain to Turkey. The trend possibly has a global character.

Accordingly, the data provided in this chapter present a number of clues about
the possible parallelisms between the changes in global industrial relations and the
transformation of manufacturing industries in Turkey within the last decade. First,
the growth of manufacturing industries in the developing world since the early 2000s
marks a second wave in globalization. The first wave that began in the 1970s was
mostly characterized by the outsourcing of labor-intensive manufacturing activities.
The current phase, however, seems to be characterized by the offshoring of the
energy- and resource-intensive activities. Second, the current wave of outsourcing
brings about a related trend of domestic outsourcing within the nation states both
at the enterprise and city level. Third, domestic outsourcing has a visible and
positive impact on the manufacturing output of the industrializing cities of the
developing countries. However, domestic outsourcing itself indirectly prevents those
industrializing cities from developing a high technology manufacturing base that is
less resource- and energy-dependent.

In this regard, industrial transformation of Turkey during the 2000s brought
about growth as well as the technological degradation of its manufacturing export
basis. In fact, Turkey conformed to the global trends of industrial growth in this
decade. Its experience was by no means outstanding but simply ordinary.
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Appendix

Parameter

Reference Source

Base Classification
System

URL

Technology, EC

Eurostat indicators on High-tech industry
and Knowledge-intensive services; Annex
3 — High-tech aggregation by NACE Rev.
2: Aggregations of manufacturing based on
NACE Rev. 2

NACE Rev2

http://ec.europa.eu/eurostat/cache/
metadata/Annexes/htec_esms_an3.
pdf

Technology, OECD

ISIC Rev3 Technology Intensity Definition

ISIC Rev3

http://www.oecd.org/sti/
ind/48350231.pdf

Energy, OECD

OECD Science, Technology and Industry
Scoreboard 2013

NACE Rev2

http://www.oecd-ilibrary.org/
docserver/download/9213051e.pd
fexpires=1441030423&id=id&a
cename=guest&checksum=CC1F
866304AES03BED125BA1CTA
EE3DA

Energy, EC

Competitiveness of  energy-intensive
industries under the European Emission
Trading Scheme (ETS): Orientation study for
the SILC Initiative

NACE Revl

www.teknologisk.dk/_root/
media/48205

Technology, UNIDO

Competitive Industrial Performance Report
2012/2013-The Industrial Competitiveness of
Nations: Looking back, forging ahead

ISIC Rev3

https://www.unido.org/
fileadmin/user_media/Services/
PSD/Competitive_Industrial _
Performance Report
UNIDO 2012 2013.PDF
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Turkish Exporters Assembly

Base List: ISIC Rev3/NACE

Revi Technology Technology Energy Resource
Basic metals EC UNIDO OECD UNIDO
Acclimatization Medium-High | Medium-High Technology | Non-Energy-Intensive Non-Resource-Based
Animal Products and Sea Food | Low Resource-Based Non-Energy-Intensive Resource-Based
Carpet Low Resource-Based Non-Energy-Intensive Resource-Based
Cement and Earth Products Medium-Low Low-Technology Energy-Intensive Non-Resource-Based
Cereals, Legumes, Oilseeds
and Related Products NA NA NA NA
Chemicals Medium-High Medium-High Technology Energy-Intensive Non-Resource-Based
Defense and Aerospace . . . .
Industry High Medium-High Technology | Non-Energy-Intensive Non-Resource-Based
Dried Fruits Low Resource-Based Non-Energy-Intensive Resource-Based
Electrical-Electronic . . . . .

. Medium-High | Medium-High Technology | Non-Energy-Intensive Non-Resource-Based
Equipment
FMeg;)ll; s and Non-Ferrous Medium-Low Low-Technology Energy-Intensive Non-Resource-Based
Floral Products NA NA NA NA
Fresh Fruits and Vegetables NA NA NA NA
Fruit and Vegetable Products Low Resource-Based Non-Energy-Intensive Resource-Based
Hazelnut and Hazelnut NA NA NA NA
Products
Leather and Leather Products Low Resource-Based Non-Energy-Intensive Resource-Based
Machinery and Equipment Medium-High | Medium-High Technology | Non-Energy-Intensive Non-Resource-Based
Minerals and Metals Medium-Low Low-Technology Energy-Intensive Non-Resource-Based
Motor Vehicles Medium-High Medium-High Technology Non-Energy-Intensive Non-Resource-Based
Olive and Olive Oil NA NA NA NA
Other Industrial Products NA NA NA NA
Precious Metals and Jewelry Medium-Low Low-Technology Non-Energy-Intensive Non-Resource-Based
Ready-Made Garment Low Resource-Based Non-Energy-Intensive Resource-Based
Ship and Yacht Medium-High Medium-High Technology | Non-Energy-Intensive Non-Resource-Based
Steel and Iron Products Medium-Low Low-Technology Energy-Intensive Non-Resource-Based
Texulg and Related Raw Low Resource-Based Non-Energy-Intensive Resource-Based
Materials
Tobacco Low Resource-Based Non-Energy-Intensive Resource-Based
Wood Products Low Resource-Based Non-Energy-Intensive Resource-Based
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NACE Rev2

Technology Technology Energy Resource
Code | Title EC UNIDO OECD UNIDO
10 Food products Low Resource Based Non-Energy-Intensive | Resource Based
11 Beverages Low Resource Based Non-Energy-Intensive | Resource Based
12 Tobacco products Low Resource Based Non-Energy-Intensive | Resource Based
13 Textiles Low Resource Based Non-Energy-Intensive | Resource Based
14 Wearing apparel Low Resource Based Non-Energy-Intensive | Resource Based
15 Leather and related products Low Resource Based Non-Energy-Intensive | Resource Based
Wood and of products of wood and cork,
16 except furniture; articles of straw and | Low Resource Based Non-Energy-Intensive | Resource Based
plaiting materials
17 Paper and paper products Low Resource Based Energy-Intensive Resource Based
18 ﬂfggg and. reproduction of recorded Low Resource Based Non-Energy-Intensive | Resource Based
19 Coke and refined petroleum products Medium-Low Low-Technology Energy-Intensive Non-Resource Based
20 Chemicals and chemical products Medium-High Medium- and High-Technology | Energy-Intensive Non-Resource Based
21 E}?:ifmcﬁ{ai:;a;:;ﬁogmudg and High Medium- and High-Technology | Non-Energy-Intensive | Non-Resource Based
22 Rubber and plastic products Medium-Low Low-Technology Non-Energy-Intensive | Non-Resource Based
23 Other non-metallic mineral products Medium-Low Low-Technology Energy-Intensive Non-Resource Based
24 Basic metals Medium-Low Low-Technology Energy-Intensive Non-Resource Based
25 iazkﬁg ang‘:;gpmz;(:dws’ except Medium-Low Low-Technology Non-Energy-Intensive | Non-Resource Based
26 Computer, electronic and optical products | High Medium- and High-Technology ~ | Non-Energy-Intensive | Non-Resource Based
21 Electrical equipment Medium-High Medium- and High-Technology | Non-Energy-Intensive | Non-Resource Based
28 Machinery and equipment n.e.c. Medium-High Medium- and High-Technology ~ | Non-Energy-Intensive | Non-Resource Based
29 Motor vehicles, trailers and semi-trailers | Medium-High Medium- and High-Technology | Non-Energy-Intensive | Non-Resource Based
30 Other transport equipment Medium-High Medium- and High-Technology | Non-Energy-Intensive | Non-Resource Based
31 Furniture Low Resource Based Non-Energy-Intensive | Resource Based
32 Other manufacturing Low NA Non-Energy-Intensive | NA
33 Repair and installation of machinery and Medium-Low Medium- and High-Technology | Non-Energy-Intensive | Non-Resource Based

equipment

Notes:

Basic pharmaceutical products and
pharmaceutical preparations (Categorized
after "chemicals and chemical products”
on ISIC Rev3)

Medium- and High-Technology

Non-Resource Based

Computer, electronic and optical products
(Categorized after "Medical, precision and
optical instruments, watches and clocks")

Medium- and High-Technology

Non-Resource Based

Repair and installation of machinery and
equipment (Categorized after "Machinery
and equipment n.e.c.")

Medium- and High-Technology

Non-Resource Based
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Social Security Agency

Technology

Technology

Energy

Resource

Base List: ISIC Rev3/NACE Revl

EC

UNIDO

OECD

UNIDO

Basic metals

Medium-Low

Low-Technology

Energy-Intensive

Non-Resource Based

Beverage

Low

Resource-Based

Non-Energy-Intensive

Resource-Based

Electrical

Medium-High

Medium-High Technology

Non-Energy-Intensive

Non-Resource Based

Fabricated metal products, except machinery and equipment

Medium-Low

Low-Technology

Non-Energy-Intensive

Non-Resource Based

Food Low Resource-Based Non-Energy-Intensive | Resource-Based
Furniture Low Resource-Based Non-Energy-Intensive | Resource-Based
Leather and leather products Low Resource-Based Non-Energy-Intensive ~ | Resource-Based
Machinery and equipment n.e.c. Medium-High Medium-High Technology |Non-Energy-Intensive |Non-Resource Based
Motor vehicles, trailers and semi-trailers Medium-High Medium-High Technology |Non-Energy-Intensive |Non-Resource Based
Other non-metallic mineral products Medium-Low Low-Technology Energy-Intensive Non-Resource Based

Other products and rubber and plastic products

Medium-Low

Low-Technology

Non-Energy-Intensive

Non-Resource Based

Paper and paper products

Low

Resource-Based

Energy-Intensive

Resource-Based

Petroleum and coal

Medium-Low

Low-Technology

Energy-Intensive

Non-Resource Based

Pharmacy and chemicals High Medium-High Technology |Energy-Intensive Non-Resource Based
Printing and publishing Low Resource-Based Non-Energy-Intensive ~ | Resource-Based
Ready-made garment Low Resource-Based Non-Energy-Intensive | Resource-Based
Textile Low Resource-Based Non-Energy-Intensive  |Resource-Based
Tobacco Low Resource-Based Non-Energy-Intensive ~ |Resource-Based
Wood and cork products Low Resource-Based Non-Energy-Intensive ~ |Resource-Based
ISIC Rev2
Technology |Technology Energy Resource
Code |Title EC UNIDO OECD UNIDO
210 Coal Mining Medium-Low Low-Technology Energy Intensive Non-Resource-Based
311 Food manufacturing Low Resource-Based Non-Energy Intensive | Resource-Based
312 Food manufacturing Low Resource-Based Non-Energy Intensive | Resource-Based
313 Beverage industries Low Resource-Based Non-Energy Intensive | Resource-Based
314 Tobacco manufactures Low Resource-Based Non-Energy Intensive | Resource-Based
321 Textiles Low Resource-Based Non-Energy Intensive | Resource-Based
n Wearing apparel, except footwear Low Resource-Based Non-Energy Intensive | Resource-Based
m Leather and produc.ts of leather, leather substitutes and fur, except o Resource-Based Non-Energy Infensive | Resource-Based
footwear and wearing apparel
324 Footwear, except vulcanized or moulded rubber or plastic footwear |Low Resource-Based Non-Energy Intensive | Resource-Based
331 Wood and wood and cork products, except furniture Low Resource-Based Non-Energy Intensive | Resource-Based
33 Furniture and fixtures, except primarily of metal Low Resource-Based Non-Energy Intensive | Resource-Based
341 Paper and paper products Low Resource-Based Energy Intensive Resource-Based
34 Printing, publishing and allied industries Low Resource-Based Non-Energy Intensive | Resource-Based
351 Industrial chemicals Medium-High Medium-High Technology | Energy Intensive Non-Resource-Based
352 Other chemical products Medium-High Medium-High Technology | Energy Intensive Non-Resource-Based
353 Petroleum refineries Medium-Low Low-Technology Energy Intensive Non-Resource-Based
354 Miscell products of petroleum and coal Medium-Low Low-Technology Energy Intensive Non-Resource-Based
355 Rubber products Medium-Low Low-Technology Non-Energy Intensive | Non-Resource-Based
356 Plastic products not elsewhere classified Medium-Low Low-Technology Energy Intensive Non-Resource-Based
361 Pottery, china and earthenware Medium-Low Low-Technology Non-Energy Intensive | Non-Resource-Based
362 Glass and glass products Medium-Low Low-Technology Energy Intensive Non-Resource-Based
369 Other non-metallic mineral products Medium-Low Low-Technology Energy Intensive Non-Resource-Based
371 Iron and steel basic industries Medium-Low Low-Technology Energy Intensive Non-Resource-Based
372 Non-ferrous metal basic industries Medium-Low Low-Technology Energy Intensive Non-Resource-Based
381 Fabricated metal products, except machinery and equipment Medium-Low Low-Technology Non-Energy Intensive | Non-Resource-Based
382 Machinery except electrical Medium-High Medium-High Technology | Non-Energy Intensive | Non-Resource-Based
383 Electrical machinery app appliances and supplies Medium-High Medium-High Technology | Non-Energy Intensive | Non-Resource-Based
384 Transport equipment Medium-High Medium-High Technology | Non-Energy Intensive | Non-Resource-Based
Professional and scientific, and measuring and controlling
385 equipment not elsewhere classified, and of photographic and High Medium-High Technology | Non-Energy Intensive | Non-Resource-Based
optical goods
390 Other Manufacturing Industries Low NA Non-Energy Intensive | NA
400 Electricity, Gas and Water Medium-Low NA Non-Energy Intensive | NA

1) Categories numbered 210, 220, 230 and 400 are assigned values on personal judgment.
2) ISIC Rev4 is used to categorize the sectors according to their energy intensiveness.
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Data Sources:

World Bank:
1. http://data.worldbank.org/indicator/BX.KLT.DINV.CD.WD

2. http://data.worldbank.org/indicator/NE.EXP.GNFS.ZS

3. http://data.worldbank.org/indicator/NE.GDIL.TOTL.ZS

4.  http://data.worldbank.org/indicator/NY.GDP.MKTP.CD

5. http://data.worldbank.org/indicator/NY.GDP.MKTP.KD

6. http://data.worldbank.org/indicator/NY.GDP.PCAP.CD

7. http://data.worldbank.org/indicator/SP.POP.TOTL
Eurostat:

http://ec.europa.eu/eurostat/cache/metadata/Annexes/htec_esms_an3.pdf

Turkstat:

1. http://tuik.gov.tr/Prelstatistik Tablo.do?istab_id=630
. http://www.tuik.gov.tr/PreTablo.do?alt id=1047
3. http://tuik.gov.tr/Prelstatistik Tablo.do?istab_id=1185

Unstat:

1.  http://unstats.un.org/unsd/snaama/resQuery.asp
2. http://unstats.un.org/unsd/snaama/selbasicFast.asp

3. https://www.unido.org/fileadmin/user media/Services/PSD/Competitive
Industrial Performance Report UNIDO 2012 2013.PDF

Istanbul Chamber of Industry:

http://www.iso.org.tr/projeler/arastirmalar/turkiyenin-500-buyuk-sanayi-kurulusu/

OECD:

http://www.oecd-ilibrary.org/docserver/download/9213051e.pdf?expires=14410304
23&id=id&accname=guest&checksum=CC1F866304AESO3BED125BA1C7AEE3
DA

Social Security Agency:

http://www.Social ~ Security Agency.gov.tr/wps/portal/tr/kurumsal/istatistikler/Social
SecurityAgency istatistik yilliklari/!ut/p/b1/hZLLdqJAFEW _ JR9AKIqnQ6B4q
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SAFFAgTFraKvBSCgtTXt530NMmd3bX2GZx9L5uxeza7FINVFvfqdi3af3sm5
RZnWSuNU4ESAgAcDgoxCDFnleEFpN8DjgB-yyfsPvizrNDolKaBLjFvXtYel
TBzvWXOUKNSBMCUZ70iHq9KzJTC7QI6RiwuGor9ro2Zwcx1xccyT81yGW-
60Caw98quXPoDT7QA4yfN7Zohxhg3-txiBi6cmpxGO1_7hgIHDgpHuC0iOuwCER
TouAF50LiTeA9ErEIvGanMIHE7a4nz1 Rd8M-qvfddsVh269 [P9w7eeR40gBMky
EMgQIlkS2bhOJfklYzbUIL-csoOwTP2g6XpdFU2VPcvF7aaG57X1IuKqLTYULsSCE
SW_dTzepOqs7Y6sTcEdIR01pdhO5UQ3xGUxIID6SFvOI5exSZ Mht0ZMdL4Ur-hg
PlpnVrv66vmPOQS5Rywy9ZtZqfvDzY04-ds2eSEaBJCpZqXP2GtLvy26HPcFuZ2-
73sHuHI9Z1oeMcYrPj6i UzrZirays-2xfHt7HTn7901A-78XC-
sacGyBCwQIoCLJX8BPf QJ CA-fQHy9-pFNmL3QMjDeukd2tCgppiGxryE
KOQ5g9uE8h57kQHclea5jULBBS1dmez3ZqYhItT1IvSYBORTUXRAOGQ9-
9ad2L4j01acQocpmL_HNQXH/d14/d5/L2dBISEvZOFBIS9nQSEh/

Turkish Central Bank:

http://www.tcmb.gov.tr/wps/wcm/connect/ TCMB+EN/TCMB+EN/
Main+Menu/STATISTICS/Balancetof+Payments+and+Related+Statistics/
Balance+of+Payments+Statisticss/Data

Turkish Exporters Assembly:

http://www.tim.org.tr/tr/ihracat-ihracat-rakamlari-tablolar.html

Sector Classifications:

1. http://ec.europa.eu/eurostat/cache/metadata/Annexes/htec_esms_an3.pdf

2. http://ec.europa.eu/eurostat/cache/metadata/en/sbs_esms.htm#unit
measure1433515136262

3. http://tuik.gov.tr/PrelstatistikTablo.do?istab_id=630
http://www.oecd.org/sti/ind/48350231.pdf

5. http://www.oecd-ilibrary.org/docserver/download/9213051e.pdf?expires=
1441030423 &id=id&accname=guest&checksum=CC1F866304AE503B
ED125BA1C7AEE3DA

6. https://www.unido.org/fileadmin/user media/Services/PSD/Competitive
Industrial Performance Report UNIDO 2012 2013.PDF
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11 The history of social dialogue in Turkey

Cihan Serhat Kart*

Abstract

The aim of this study is to analyze the history of social dialogue in Turkey from an economic
perspective. To achieve this aim, first it will touch on the heritage of the Ottoman Empire, which
created a foundation for the level of economic and social development of Turkey. Next, the first
years of the Turkish Republic with its well-known one-party regime and “national economy
policy” will be examined. Then, the period between 1946, the year the transition to multi-party
system started, and 1960, the year of the first military coup in the history of Republic will be
analyzed. This period is well-known for the effort to make a transition from a statist economy
to a more liberal economy, though not in the sense that the term “liberal” was used in developed
countries at that time. The period between 1960 and 1980 is known for its import substitution
industrialization (ISI) strategy, which resulted in the dominance of monopolies and oligopolies
in the Turkish economy and a large foreign debt. The year 1980 is important for two reasons.
First, Turkey started to become deeply integrated into the world economy. Secondly, there was a
military coup that irrevocably changed social and political life.

Keywords: Social dialogue, Turkey, paternalism, statism, labor movement

Introduction

Social Dialogue is an important mechanism for the capitalist system to resolve social
problems. It canbe defined in different ways. Inthe strict sense, itis akind of negotiation
between employers and employees; it includes state sometimes, on wages, working
conditions and so on. In a broad sense it includes all kinds of bipartite, tripartite, or
multipartite mechanisms. It may also involve non-governmental organizations in
seeking to solve social problems. In a broad sense it defines negotiation during the
legislative process to address social problems. It is a kind of social glue which holds
different social partners together.
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In the history of Turkish society there is no trace of strong social dialogue.
There are many reasons for this, but the main reasons are lateness of industrialization
due to inadequacy of capital accumulation, with a corresponding late emergence of
social classes prominently. Until the 2000s Turkey had been an agrarian society and
the literacy rate had been low. Table 11.1 shows that the rural population remained
above 70 per cent of the population until the 1960s and more than half of the
population until 1985. One other important demographic problem was the low rate
of literacy. It made actualization of the industrial revolution harder because of the
lack of skills needed in the labour force. Currently the schooling rate is low while the
literacy rate is relatively high. This situation increases pressure on industry because
of the lack of innovation of firms trying to compete in international markets. The
only way to compete is to suppress labour costs. Under these conditions, it is hard to
establish a social dialogue.

Another reason for the inadequacy of social dialogue is the value attributed to
the “state”, which is seen as the final authority that all parts of society must obey.
Also, the state has been the main economic actor through the end of the 1990s. It has
been the biggest employer. It has used wages as a way of controlling social pressure.
It has granted some rights to the labour class, so there had been no need to establish
a powerful social dialogue; also there had been no chance for it.

The aim of this study is to clarify the reasons put in a nutshell above, to shed
light on the Turkish labour market while keeping inadequacy of capital accumulation
and role of state in mind in the background.

The effects of the economic liberalization process began after the military
coup of 1980, with the elimination of trade unions and consequently prohibitions
of strikes. All these developments weakened the labour movement. The 1990s were
years of privatization which lessened the role of state in the economy both as an
employer and as a protector of labour.
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Table 11.1. Urban and rural population

Year Urban population Rural population
(% of Total) (% of Total)

1927 24,22 75,78
1935 23,53 76,47
1940 24,39 75,61
1945 24,94 75,06
1950 28,79 71,21
1960 31,92 68,08
1965 34,42 65,58
1970 38,45 61,55
1975 41,81 58,19
1980 43,91 54,09
1985 53,03 46,97
1990 59,01 40,99
2000 64,9 35,10

Source: TurkStat, General Census, www. tuik.gov.tr

Period before 1946: The early Turkish Republic and heritage of the Ottoman
Empire

Within the paradigm of the Ottoman Empire, the greatness of an empire (or state)
is evaluated based on the area it holds or at least it controls. This paradigm defined
economic activity as a means to conserve and extend the area the empire holds.
This paradigm resulted in two important developments: First, after reaching its
natural borders the Empire started to lose territory, with a corresponding loss of new
resources to appropriate. Further, the Empire could not shift its paradigm to survive.
Secondly, the industrial revolution did not penetrate into the Empire because of the
absence of feudal primitive accumulation due to laws about real property giving
most land to the dynasty.!

Some governors were given the right to cultivate land, but they were required
to train soldiers for the Empire’s military force and keep them ready for war. This
left the governors without the opportunity to accumulate capital. Further, there was a
large rural population under both the Ottoman Empire and the Early Turkish republic.
Such a population structure also made the class struggle between labour and capital
invisible, with a corresponding depressing influence on unionization.

1 For further information see Makal 1997.
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The absence of an industrial revolution because of the capital accumulation
problem produced some complex outcomes, but one clear one was the absence of
both capitalist and proletariat classes. This resulted in a parens patriae mentality both
for the people and administrators of the Turkish Republic, leading to state control and
a manufacturer state. On the one hand, to accelerate capital accumulation the state
supplied cheaper intermediate goods for the private sector, took economic incentive
measures, and established banks to enhance the credit mechanism. On the other hand,
the state made an effort to suppress class conflict between capital and the proletariat,
which threatened capital accumulation by applying a “classless society” maxim.

Such an approach, which can be defined as paternalistic, would view dialogue
between the working class and capitalists unnecessary, or at least non-functional,
even dangerous. As Oztiirk (2007:2) states, “The Turkish state looks with suspicion
on every autonomous organization, and imposes the obligation on them to act within
limits which the state designated as a political necessity”. This paradigm continued
until capital accumulation reached a relatively adequate level and Turkey became
more integrated into the world economy both as a market and production area. After
that the role of state evolved into cost reducing and eliminating elements of systems,
such as social security, which make capital accumulation difficult for capitalists.

Since the first years of the Republic, the absence of instruments like the
strike, which increase organized labour’s bargaining power, has weakened labour’s
ability to become skilful in the practices of class struggle, including dialogue and
negotiation processes. Further, labour’s weakness in carrying out the practices of
class struggle made capitalists feel secure. As a result, capitalists stayed focused
on capital accumulation and took no action against the working class. Under such
conditions it seemed that the labour class and capitalist class were equal, and the
state was equidistant to both sides.

For the administrators of the state, the first eight years of the Republic
were devoted to efforts to creating a free market economy driven by a national
bourgeoisie’. After 1931 statism emerged as an official policy. The literature review
shows that there are many different approaches to explain the emergence of such a
policy. Some authors underline factors such as non-formation of a national capitalist
class and a national industrial structure, as well as inadequate foreign investment
(Saglam,1981:75). Other authors underline the negative effects of the Great
Depression on powerless domestic producers and merchants®. All these factors,
without question, affected the emergence of statism. But we must keep in mind that,
after 1930 and the implementation of this official policy, the private sector was not
ignored, nor did the state seek its weakening or disappearance. In fact, the state took
actions that support the private sector through statism. For example, during the period

2 It should be noted that the term “Turkish” was defined by the founders of the state and is not
based on ethnicity. It was defined as a national identity to establish a unitary state.

3 For a similar analysis see Yesilay, 2005:121.
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1930-1939, the state imposed taxes that were especially applied to wage-earners.
Also, customs duties were applied strictly, which benefited the state bureaucracy and
domestic industrialists and merchants (Saragoglu, 2009:135).

The first important attempt at social dialogue took place between 1923-1946
with the Turkish Economic Congress, which was held at izmir, before the official
declaration of the state’s foundation.

First Turkish economic congress

The representatives of employees, merchants, industrialists and farmers attended the
Congress which was held in Izmir at 1923. Some of the requests of the attendees,
responding to their constituents’ goals, were finalized. There were no official
representatives of military forces even though they were the ruling elite. But Kazim
Karabekir Pasha, a member of the elite, attended the Congress as a representative
of industrialists. This matter is significant for understanding the position in which
the ruling elite placed itself. The elite campaigned to develop a bourgeois class and
to achieve its aim it suppressed other social groups. According to some researchers
the elite bureaucracy sought to destroy the economic and political basis of the old
system. This shows that, like others, the Turkish revolution, too, is characterized as
a top-down revolution (Kilig, 2010:48).

The words of Mustafa Kemal, the founder and first president of the Turkish
Republic, addressing the Economic Congress which was held in izmir in 1923, can
be cited as evidence for two main issues: The state-building elite was clearly aware
of the concepts of class and class struggle; and it aimed to achieve a socio-economic
settlement under the control of state:

“Economics means everything. Everything for living, for being happy. It means
agriculture, work, everything... All programs of our government must be derived
from its economic program.. Because everything is implicit in it (economics)”
(Hafizogullar1 1999: 355).

The effort to create a “national bourgeoisie” was glossed over by the paradigm
of “classless society” and the rulers, which seemed liberal for production decisions,
became influential for distribution and redistribution of income and control of capital
accumulation. Even though protective policies could not be put into practice because
of articles in the Treaty of Lausanne about customs policies, the National Economy
School’s goal of economic development by creating a “national bourgeoisie” carried
on in full scope (Eroglu 2007:65).

After the Congress, on the one hand, almost all of the requests of representatives
of employees about minimum wage, working times, social security, right to
association, were ignored by the elite; on the other hand, capitalists were supported
by the government, which strengthened the relation between bureaucracy and
capitalists, while also causing political corruption (Kazgan 2002:56).
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Social dialogue in legislation of that period

Even though the Constitution of 1924, after the Izmir Economic Congress of 1923,
granted the right to labour and right to association to every Turkish citizen as
incontestable rights, no labour law was entered into force until 1936. The constituent
power established banks, legislated for regulating trade and industrial activity,
but did not make any preparation for a labour law apart from a few unsuccessful
attempts. That is understandable, as the elite’s efforts to create a national bourgeoisie
kept it away from any legislation protecting labour rights. Further, the absence of a
large working class could lead the elite to conclude that it was possible to carry on
without the aid of various laws.

The miner code of Eregli’s coal basin

The Miner Code of Eregli’s coal basin, which was enacted in 1921 (before the
proclamation of the Republics), regulated some working conditions such as forced
labor, work in the mines and determined housing conditions and rights in case of
occupational illness. One important point in behalf of social dialogue about the
code of Eregli is Article 11, which covered the determination of minimum wage for
workers who worked at mines at Eregli region.

According to this article, the Ministry of the Economy, representatives of
workers,* owners and directors of mines may determine the minimum wage together.
This refers to a tripartite structure that can be viewed as an example of simple social
dialogue. Such social arrangements and examples should be analyzed in the context
of the political context of that time. The miners of that region worked under difficult
conditions at mines owned by foreigners. To accord such social rights to the miners,
on the one hand, strengthened their loyalty to the new government, and on the other
hand, helped to control and to sustain the production of coal, which was an important
economic factor. Also, it is possible that a central aim of such a code was to avoid the
control of coal by occupying forces.

The law of obligations

Without a labour law, issues about labour were arranged under the law of obligations,
in which the subtitle of “contract of employment” included provisions addressing
how to draw up a labour contract and the nature of business. However, the law did
not contain detailed provisions on such matters. Article 316 of the Law of Obligation,
concerning general contracts, covered the right to enter contracts between employers/
employer associations and employees/employee associations. This can be identified
as bipartite negotiation, but it is important to keep in mind that the law of obligations

4 At that time there were no real trade unions, there were only labour organizations that were simi-
lar to trade unions.

200



ignored the special situation of labour, which is weaker than employers. Without
ownership of the means of production, labour must work to survive.

The labour law of 1936

After some unsuccessful attempts, in 1936 the first labour law of the Turkish Republic
(Act No. 3008) was enacted. Two important aspects of this law and the process of its
enactment are especially significant. Firstly, the government took a deterministic and
imperious role in passing the law. Secondly, because of the prohibition of strikes and
lock-outs the conciliation mechanism was emphasized. Evidence of the authoritarian
role of government is found in Articles 2 and 4 of the labour law, under which
the Ministry of the Economy was granted authority to determine which jobs are
industrial. The decisions of ministry were final, in other words, not subject to appeal.

The law prohibited strikes and lock-outs, defining conciliation as a means to
resolve labour disputes. If conciliation failed, the parties could go to court. The law’s
way to resolve collective disputes was paternalistic, providing for appointment of a
public servant for resolution of the dispute. If the public servant could not resolve the
disagreements, the governor would convoke “The Arbitration Committee of the City
for Labour Disputes” to resolve the dispute. The committee heard from the parties
to make a decision. If it could not resolve the dispute, the Ministry of the Economy
convoked “The High Board of Arbitration for Labour Disputes” for a final judgment.

Although the law created a mandatory dialogue practice, it is hard to say that it
created a practice of social dialogue. Further, in prohibiting strikes and lock-outs in
the case of breakdown of negotiations, it emphasized the paternalistic role of state. In
general, this period in Europe was not one of dialogue or corporatism, when the laws
enacted, such as penal laws and law of associations, were more authoritarian than
corporatist (Makal, 1999: 137).

Law of associations

The Law of Associations, which was enacted in 1938, prohibited establishment of
associations that were based on class or had a name including the name of any class.
The reasons for such a prohibition are:

1. Perception of the Soviet Union as a labour state and fear of political
changes that could occur in Turkey through labour associations.

2. Concerns that class struggle could damage capital accumulation. To
maintain the accumulation process, the labour class had to be controlled.

3. Emergence of social violence events and rebellions because of various
SOCI0-economic reasons.
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4. Power struggle between owners of large lands and -civil-military
bureaucracy (Urhan and Celik 2010:118).

5. War climate on the international stage’.

The upper chamber of economy

In1927,“The Upper Chamber of Economy,” which corresponds to today’s consultative
board, was established. The law establishing the chamber reveals the paternalism of
the government. First, the president of the chamber was the prime minister and the vice
president was the minister of commerce. Secondly, the chamber was consulted only
about the issues which were determined by the government. To form any view on other
issues was prohibited. Half of the members of the chamber were elected directly by
the government. Under these conditions, it is hard to speak of a real social dialogue.

Period between 1946-1960

After the end of the Second World War, Western developed countries established
four organizations to contend with four principal threats:

1. Establishment of NATO to address the emergence of the Soviet Union as a
military power.

2. GATT was created to regulate world trade.
3. IMF was established to deal with problems of currency convertibility.
4. The World Bank was established to address destruction caused by war.

These developments polarized the world as the Eastern Block and Western Block.
Turkey chose to be a member of the Western Block because of the Soviet threat. The
prerequisite for that membership was bringing democracy to the country, at least
to the political arena by transition to multi-party system. At the same time, Turkey
had to become economically liberal to attract foreign investment and capital. These
were external reasons for transition to a multi-party system. There were also internal
reasons: the desire of society which opposed the taxes threatening the landowners
and merchants such as conscription of wealth; and the desire for democracy and
political freedom (Kazgan 2002:79).

During that period there were few developments on behalf of social dialogue.
In 1946, the Law of Associations was amended, allowing the establishment of
associations based on class. It paved the way for establishment of trade unions. But
in spite of this, some articles of penal law increased punishment, making it easy to
put pressure on trade unions. After amendment of the Law of Associations, the law
of trade unions was enacted.

5 To understand authoritarianism during 1923-1946 period, see Toprak 2006.
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The first law on trade unions

The law prohibited strikes and lock-outs, but allowed establishment of trade unions
and employer associations. In the absence of strikes and lock-outs, arbitration was
the only way to resolve labour disputes. On the one hand, the law allowed trade
unions to become stronger under the control of the government. On the other hand,
it sent a message to the international arena about democratization.

Thelaw of TradeUnionsincludedprovisionsthatcanbecategorizedassocialdialogue.
Article 4 of this law identified what trade unions and employer associations could do:

1. Enter collective agreements on behalf of their members: An example of
bipartite negotiation

2. Express opinions on labour disputes and make requests about the dispute
from government: An example of consultation.

3. Apply to the arbitration board if employers or their associations make an
agreement for lowering wages: An example of arbitration.

4. Send representatives to the boards or committees which were established
according to the Law of Employment Agency and the Law of Establishment
of the Ministry of Labour: An example of Tripartite Consultation.

Establishment of Ministry of Labour and work councils

The regulations about industrial relations had been made by the Ministry of the
Economy until the establishment of the Ministry of Labour in 1946. This an important
point to emphasize. The state had defined itself equidistantly to both employers and
employees. In other words it had defined industrial relations only as an economic
activity, consistent with classical economics, so it had stayed paternalistic. Article 10
of Law on Establishment of Ministry of labor demonstrated this:

“The ministry of labor is responsible for arranging working life,
for increasing workers’ level of welfare, for synchronizing relations
between employers and employees for the national interests.”

The term “national interests” is difficult to define. And to charge the labor
ministry with protecting national interests is paternalistic. Given the contradictions
of the capitalist system, the term “interests” has different meanings for the different
parties involved in social relations.

Article 17 of the law on Establishment of Ministry of Labour defined work
councils and stated their responsibilities:

“Work councils are convened under authority of minister of

labour or his undersecretary. Each ministry sends a plenipotentiary.
Also representatives of employers and employees attend the meetings.
Work councils express opinions on issues which are determined

by ministry of labour.”
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Thelaw’s creation of work councils as “convocation of councils under presidency
of minister or his undersecretary at any time decided by ministry” reflected the idea
of paternalism. Further, the determination of issues only by the ministry limited the
power of the work councils as a dialogue mechanism and reinforced paternalism.
Due to these reasons it is hard to view work councils as vox populi or as a “consulting
body which gets the employers and employees around the table” (Baydere 2011:210)
as some authors stated. The law did not allow the creation of work councils at the
workplacelevel as in many countries of both the Western and Eastern Block at that time.
This is evidence that the government would not allow a decentralized, more powerful
structure. It wanted to control all relations between the labor and capitalist classes.

At this point, it is relevant to consider the debate over perfectionism and
neutrality. Neutrality means that government takes decisions and implements
them without any conception of the “good”. In contrast, perfectionism means that
government regards the concept of the “good” in taking and implementing its
decisions (Clarke 2006:111-112). The concept of “national interest”, which was
underlined by the law, is an example of perfectionism and is strong evidence of the
paternalistic character of the state.

The Establishment of confederation of Turkish trade unions

After the amendment to the law of associations which allowed class-based
associations, many trade unions were established until they were closed by the
command of state of siege in 1946. To avoid the backlash and to control the labor
movement, the government caused establishment of some trade unions, which
established the “Federation of Istanbul Labour Unions” as a sort of confederation
(Stilker 1969: 65-66). This resulted in establishment of such “yellow trade unions”
and closure of political parties and trade unions that were close to the labour class.
But the Democratic Party, which succeeded the founder Republican People’s Party,
has weakened the trade union movement (Celik 2014:33-34). At this juncture
Turkey had to define a “non-socialist labor movement” to eliminate both external
and internal pressure. The establishment of the TURK-1S¢ (Confederation of Turkish
Trade Unions) in 1952 should be evaluated on this basis.

One important point about TURK-IS is its position “above party politics,” which
means it stands equidistant from every political party. It is not clear whether it has
achieved or at least has tried to achieve this goal. But it must be emphasized that such
politics weaken social dialogue. In some countries, such as England, founding a pro-
labour political party or having special relations with such a party strengthened trade
unions and so enforced social dialogue. Thus, the labour movement transformed its
interests into politics through a relationship based on mutual interests. For example,
in England the political party has been financed by union dues (Wrighly 2003:2). For

6 TURK-IS: Tiirkiye Isci Sendikalari Konfederasyonu
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some authors the TURK-IS “above party policy” came to light over the years. But
for others it has been clear from day one. Evidence of the latter was the prohibition of
being a member of a party for TURK-IS members under article 41 of its regulations
(Kog 1997).

TURK-IS defines itself as an organization that struggles for the interests of the
labour class. We can derive this from its first statement after the establishment of the
confederation:

“TURK-IS will work for implementation of money wages which are suitable
forlifeindexes, forformationofunemploymentinsurance, for providing equal
pay for equal work without any sex, age, race or religious discrimination”

(Siilker 2011: 71).

Here we must keep in mind that labour movement activism is not only an
economic phenomenon, it is also a political one (Mello 2010). More importantly to
follow such a policy of being above political parties, which seems impartial, is partial
itself. When we take into account TURK-IS’s close relation with some American
institutions whose aims were fighting against communism, including financial aid
and training support, it will be easy to understand TURK-IS’s attitude.”

Period of planned economy and import substitution industrialisation

After the military Coup d’Etat of 1961 a new constitution was created. It was the
first constitution of Turkey which touched the social state. It accorded the rights
of collective bargaining and strikes. It underlined the planned economy as a
responsibility for government. The need for a planned economy resulted from the
principal characteristic features of the Turkish economy. In 1961 Turkey was still
an agricultural country with a large mass of unskilled labor and with an inadequate
capital accumulation. The state, therefore, needed to intervene in economic life.
To start an economic transformation that can be supported widely, the “planned
economy” was provided by the constitution. Despite the lack of structural economic
reforms like mild land reform and radical changes in the tax system to finance the
economic growth, the Turkish economy in 1960’s grew at a rate of almost 7 percent
because of the favorable world economy and accumulations that were transferred to
Turkey from Europe by immigrant Turkish workers (Ahmad 2003:133).

Immigration of Turkish labour to Europe reduced unemployment and made
it easy to increase wages. During this period relatively high wages helped to
create a demand for goods that were produced by import substitution industries.
From 1963 to 1976, real wages increased much more than productivity. But
after 1976, because of decreased economic growth real wages became a barrier
to profit maximization and capital accumulation (Kalkinma Bankasi 2004:17).

7  For further reading see Celik 2012.
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The law of collective bargaining, strikes and lock-outs

In 1963, the Law of Trade Unions (Act No. 274) and its complementary law, the
Law of Collective Bargaining, Strikes and Lock-outs (Act No. 275), were enacted.
The latter granted the right to sign a collective agreement to both trade unions and
to employer associations. Article 17 defines the legal strike as a strike for protecting
or enhancing economic and social conditions of employees in their relations with
employers. Any strike apart from that was prohibited. Here it must keep in mind that
alternative types of strikes, like sympathy strikes, are important for strengthening the
labour class and for increasing its power to establish a social dialogue. Prohibition
such kind of a strike weakens the labour class. More importantly the law had a feel
of paternalism. Article 21 granted government the right to call off a legal strike or
lock-out if it thought the strike or lock-out was dangerous for the public health or
threatened “national security”. During the postponement of the strike or lock-out, the
prime minister referred the dispute to the “Higher Conciliation Board”. The board
was convened under the authority of the prime minister or any minister who was
charged by him. The members were the president of the department of Supreme
Court which deals with labour cases; any president of a department of the Council
of State, who were selected by the General Assembly of the Council of State; two
independent representatives, one chosen by the labour trade union confederation
and one by the employer association that had the most members. As we can see
government still took an active role in relations between employers and employees.
It was still paternalistic.

The new confederations and important developments on behalf of social dialogue

During that period three important confederations were established by trade unions
that had different political tendencies. In 1967 DiISK?® (Confederation of Progressive
Trade Unions) was founded by four trade unions that had been expelled from
TURK-IS. That was a milestone in the history of Turkish industrial relations because
DISK was left-leaning, was the first confederation to take a stand against TURK-
IS, and started a multi-confederation structure. DISK was viewed as a threat by
the government and later by the military forces. That is why it was banned by the
military coup of 1980 (Spiegelaera 2011: 328).

In 1970, MISK® (National Confederation of Workers’ Trade Unions), a
confederation at the far right, was founded. Subsequently, in 1976 HAK-IS'"
(Confederation of Righteous Trade Unions), which had Islamic political tendencies,
was founded. After the coup of 1980, the MISK lost power and was removed from
the industrial relations arena. It lost many of its members and so, lost its legal status.

8 DISK: Devrimci Is¢i Sendikalar1 Konfederasyonu.
9 MISK: Milliyetci Isci Sendikalar1 Konfederasyonu
10 HAK-IS: Hak Isci Sendikalar1 Konfederasyonu.
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Under the Law of Trade Unions, a confederation must have at least five member
trade unions to be established, but MiSK had only four members.

In the final analysis for that period, because of import substitution
industrialization (ISI) strategy, which allowed real wages to increase by reflecting
this in prices, and because of the relatively immature structure of industrial relations
and political splits of trade unions and their confederations, social dialogue was not
a much-needed mechanism. But it should be keep in mind that the important part of
employment was in the public sector, government allowed increases in wages as an
income policy, and granted some rights to the working class to resolve problems. As
a result, social dialogue was not needed by the social partners.

In 1978 a social agreement was signed for the first time in the history of the
Turkish Republic, between the government and TURK-IS. The aim of the agreement
was to create cooperation with trade unions on economic issues. The main issues
discussed can be ordered as follows (Talas 1982: 21 and Gormiis 2007:122-123).

1. Ways to decrease the unemployment rate sharply
Problems of income distribution

The structures of collective agreements

How to increase productivity and production

The need for the economy to reduce foreign dependency

A

How to adjust the balance of payments
7.  Ways to increase productivity of public economic enterprises

The agreement was ineffective. First, it excluded labor representatives except TURK -
IS, which weakened the support for such an agreement. Secondly, during this period
publicemployment wasrelatively highandusing wages asanincomepolicy affected the
private sector negatively. Especially after the oil shocks of 1970s, the production costs
for domestic industrial producers increased dramatically. Here it must be underlined
that Turkish firms were producers of finished goods that were domestic market
oriented, and they were importers of intermediate goods. At the same time, immigrant
remittances from abroad reduced, making it difficult to handle the balance of payment
crisis. Economic and social problems increased. Political polarization caused social
events and civil strife, which made it impossible to use the social dialogue mechanism.

The period from 1980 to present

The ISI strategy caused monopolization or oligopolization in many industries.
It handed down a high external debt which could not be sustained without any
intervention into the foreign exchange rates, real wages, and foreign capital mobility
(Yeldan 2001). Before the military coup of 1980 on 12 September, on 24 January
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1980 some decisions were taken by the government to resolve the economic
problems. The main decisions were:

1. To devalue the Turkish Lira

2. To launch a fund to subsidize export-oriented investments and to promote
export

To reduce the import duty
4. To encourage foreign investment and foreign capital
To encourage export

After the military coup Turkey officially shifted its economic paradigm from ISI to
export-oriented industrialization. The coup seriously weakened the confined power
of trade. The laws enacted by the military government between 1980-1983 and later
by the civil government aimed to liberalize the Turkish economy, and so to suppress
the labour movement. The right to strike was abolished by the military government.
Some trade unions and confederations, especially from the far left and leastwise
from far right, were eliminated by the coup. It became difficult for the labour
movement to tackle problems, not only political or social ones, but also economic
ones. Stand-by agreements of governments with the IMF and structural adjustment
programs imposed by the World Bank deepened the crisis for the labour class. Real
wages decreased and informal employment became widespread, especially after the
beginning of the 1990s, as happened in many developing countries.

The 1990s was period of privatization and financial crisis. During that period the
unemployment rate increased, job insecurity became widespread, with extensive
atypical employment. To finish the reformation of the socio-economic structure, all
efforts were crowned by legislation that changed the social security system. The age
of retirement was increased; the income replacement rate decreased, and costs of
health service increased.

Economic and social council

In 1995 the Economic and Social Council was established by notice of the prime
minister and in 2001 it gained a legal framework. According to Law No. 4641,
TURK-IS, HAK-IS, and DISK have representatives in the council. However,
TISK'" (Turkish Confederation of Employer Associations) representatives and
some ministers, including minister of labour and social security, minister of finance,
minister of commerce, and representatives of nongovernmental organizations
selected by prime minister, are also members of the council.

The law states the important functions and powers of council:

11 TISK: Tiirkiye Isveren Sendikalar1 Konfederasyonu
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1. To provide the involvement of economic and social actors in the policy-
making process. To improve the cooperation and conciliation between
government and social actors and between each other.

2. To express opinions and suggestions and file a report to the government,
TBMM!? (Turkish Grand National Assembly) and the public.

3. To establish work committees.

The Council has not been effective as a tripartite social dialogue mechanism, due
to disagreement of labor confederations and political attitudes of the government,
which sees dialogue as a mechanism of getting what it wants. The Council was
established to improve relations with the European Union and to persuade the social
partners to accept socio-economic change that will affect labour and other vulnerable
social parts negatively, such as privatization or collective redundancy.

Conclusion

Since the foundation of the Republic, Turkey was an agrarian society until the start
of disintegration of the structure of agricultural system in beginning of the 2000s. Yet
capital accumulation has remained incapable through the present time to compete
with the strong economies of the rest of the world. This incapability has negatively
affected the formation of both the labour class and relations between the labour and
capitalist classes. Due to these economic conditions, statism emerged as a political
framework. The Ottoman and Turkish state regimes’ character, which places the state
before people and which sacralizes the state, reinforced this situation and explains
why the state has been paternalistic. As a result of this governmental paternalism,
there has been a confined space for social actors and social dialogue.

After 1980, the process of integration with the world economy by liberalizing
markets and softening legal protections for employees in order to maintain capital
accumulation and to increase competitive capacity in the world economy, discouraged
the labour movement.

These developments, combined with informal or atypical employment and
deunionization of labour, meant that the basis for a large-scale social dialogue
collapsed. At this point, we can say a last word on Turkish trade unionism as interest
organizations only. That is why the Turkish working class has a limited power to
enforce their claims to the state agencies and to the employer organizations. The
absence of struggle between the labour class and capitalist class affected the ability
of social partners to establish a dialogue.

12 TBMM: Tiirkiye Biiyiik Millet Meclisi
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12 The question of agency in the making of a
global society: Evaluation of the Turkish
social partners*

Berrin C. Ataman*, Melahat Giiray™*, TISK****
and Giiven Savul™""

Introduction

Berrin C. Ataman

The most recent definition of social dialogue is given by the International Labour
Organization:
“ Social dialogue represents all types of negotiation, consultation and
information sharing among representatives of governments, social partners
or between social partners on issues of common interest relating to economic
and social policy”.

(ILO, Social Dialogue, http://www.ilo.org/public/english/dialogue/download/brochure.pdf)

High

Intensity of|development Consultation

Exchange of informaiton

Low

Source: Methodological Tool: Social Dialogue-Consultation Framework for promoting Quality and
Social Responsibility in Regional/Local Government, p.5.

* This chapter reflects directly the views of the social partners.
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##%x% Researcher Confederation of Turkish Trade Unions (TURK-IS), savulunguven@yahoo.com
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It is obvious that the consensus reached through dialogue between governments
and the social partners helps to build peace in the world of work. A tripartite body
comprising representatives of governments, employers and workers can jointly
shape labor standards, policies and programs.

Although the existence of social dialogue mechanisms in Turkey, it is known
that there are serious problems relating to the functioning of existing mechanisms.
The main reasons of this situation are decreasing rate of trade unionization; the lack
of power and autonomy of trade unions in the social dialogue process; coordination
and representation problems amongs social partners. According to these reasons,
social dialog mechamisms in Turkey can not be effective.

In the light of the this brief description, the following discussion presents the
Turkish social partners viewpoints on employment and equity issues. The first is the
point of view of the Ministry of Labour and Social Security, provided by EU expert
Melahat Giiray, who emphasizes the newest developments in social inclusion issues
in Turkey. This is followed by the Turkish Confederation of Employer Assocation
(TISK) views on employment and equity. Finally, the concepts of social exclusion and
social inclusion are addressed from labor’s perspective by Gliven Savul, researcher
in the Confederation of Turkish Trade Unions (TURK-IS).

Current issues related to the “social inclusion” concept in Turkey

by Melahat Giiray,
from the Ministy of Labour and Social Security

It has been a great challenge, both in literature and political discourse. to find a
concept defining certain “categories of people” that lack possessions, abilities or
opportunities in the capitalist system: Poor, underclass, marginalized, socially
excluded, disadvantaged, vulnerable groups etc. The conceptual shift from poverty
to social exclusion has been a salient one, which cannot be discussed without
referring to power relations within capitalism and capitalism itself as a field. It seems
interesting to analyze the case of Turkey where social inclusion recently has been a
priority at the discourse level. What has changed in reality with the introduction of
“social inclusion” concept into the social policy discourse in Turkey is an interesting
question for understanding not only the concept of social inclusion/exclusion but
also the direction of social policy in Turkey.

In the last decades, the concept of social inclusion has been integrated into
the strategy papers and political agenda and discourse in Turkey addressing the
never ending accession process of Turkey into the EU, namely in the Joint Inclusion
Memorandum and EU projects which have a strong focus on social inclusion. There
is no poverty or social inclusion strategy in Turkey; however, examining the National
Employment Strategy, 10th Development Program, Strategy of Ministry of Family
and Social Policy, Sectoral Operational Program reveals that social inclusion has been
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a priority at least at the discourse level in Turkey. Although it is a multi-dimensional
concept including economic, social, cultural and political rights, the main focus in
Turkey has been on economic integration through employment. When it comes to
the question of “who are excluded” in these strategy papers, this group is very broad
including women, young people, people with disabilities, long-term unemployed,
working children, etc. The main tool for inclusion of these groups is activation tools,
namely vocational trainings, guidance and employment subsidies for women and
young people. In addition to these strategies and tools, there are some EU funded
projectsaimed atincreasing inclusion ofthese groups through vocational rehabilitation,
trainings, guidance and counseling, establishing one-stop services centers etc. In the
last decade, the financial and human resources devoted to these activation policies for
increasing economic integration of these groups have increased at a substantial rate.

Although there have been strategic priorities, activation tools and EU projects
in the social inclusion field, there are some structural challenges that make it difficult
to attain expectations related to the social inclusion concept. First of all, there is
no integrated approach among strategies that could create synergy among different
institutions and policies. Secondly, there are no structured monitoring mechanisms and
indicators that could have tracked whether the strategies move from wishful thinking
into the concrete actions. Thirdly, the absence of other aspects of social inclusion
apart from economic one makes the concept meaningless at even the discourse level.

Putting the discussions of the lack of full understanding innocence of the
concept of social inclusion aside, the opportunities within the concept can be used
for better policies in Turkey. The main question should not be on how to categorize
the people who cannot access economic, social, civic and cultural rights, but how to
increase their well-being and capabilities. To that aim, first of all, the “social, civic
and cultural rights should be included into the discourse and policies. The tool for
inclusion should not be limited to activation for working life, but other cultural,
political and social rights should also be considered while designing policies and
projects in the field. Otherwise, the shift of focus from poverty to social exclusion at
the discourse level will not result in changes in reality for the well-being of people,
but will only support the continuation of vicious circles of capitalism.

Turkish Confederation of Employer Assocations (TISK) views regarding
employment and equity

Protection of workers forms the basis of historical development of labor relations.
This approach, continually being developed to date, is believed to be at an historical
turning point. The rapid change of industry, competition, technology, production
and consumption patterns and differentiation in intergenerational behavior and
expectations create pressures for change in labor relations.

Enterprises create employment. Today, the quality of employment cannot be
considered independently of the nature of the businesses providing it. The solution to
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the problems arising from globalization and inequality in employment depends on the
solutions of similar problems arising at the company level. The historical approach
of “protecting only the worker” that disregards the problems of the enterprises is not
only insufficient to solve today’s problems but also deepens the problems. A similar
phenomenon stands out concerning the insecurity of employment. Regulations
concerning with labour issues protects only workers thus these regulations threat
the legal security of employers and enterprises in labor relations. This situation
generates negative and permanent damages on sustainability and competitiveness
of Turkish enterprises as well as on national and international investment decisions.

Following this general perspective, TISK’s views and proposals on the issues
are summarized below.

*  The existing young and dynamic population is a great opportunity for
Turkey. However, according to OECD statistics, two-thirds of the youth
in the 15-29 age group are not in education or employment. Moreover,
the fact that 80% of them are not searching for employment creates a big
risk. Industry’s problem of qualified employment is not solved. With
the aim of producing solutions to this problem TISK, as a member of
Global Apprenticeship Network (GAN), established GAN TURKEY on
February 25th, 2015, to promote skills and employment opportunities for
youth through work-based training programs. With the participation of 25
large scale Turkish companies, GAN TURKEY aims to share qualified
work-based training programs and best practices, promote work-based
training for youth, prevent skills mismatch and influence national policy
frameworks.

e The Turkish economy’s productivity is declining, while the increase in
employment is larger than the national income increase. Thus, productivity
increase as the engine of development in Turkey is lagging behind its
competitor countries. In the 2007-2013 period, Turkey was ranked 22nd
among 34 OECD member countries for its annual average productivity
increase. In Turkey, in the last 5 years, from the first quarter of 2010
extending to the same period of 2015, real labor costs have increased about
5-fold compared to productivity. In Turkey, productivity remains low
compared to wages. The wage-productivity balance should be established.
Increase in employment productivity and total factor productivity must
form the main source of growth.

e In Turkey, the legal gross minimum wage is higher than 11 EU member
countries as of January 2015. The main problem regarding the minimum
wage is the size of the employee and employer social security contribution
rates. In Turkey, the tax and premium burden on labor costs, which is
36.8%, must be reduced to the OECD average, 26.9%.
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Encouraging enterprises to employ workers, improving qualifications
through vocational training and life-long learning processes and structuring
the education system for labor market needs should be the main axis of
employment policy.

Women'’s participation in labor market should continue to be encouraged.

Within the framework of “flexicurity” (flexibility and security), the use
of flexible work models should be encouraged and expanded. Problems

of implementation regarding flexibility provisions of Labor Law must be
resolved and should be integrated with the social security system.

InTurkey, with Labor Law No.4857,2003, although flexible work structures were
being put in place, limitations that do not exist in EU directives were introduced. In
particular,theapproachofpreventingmisusesforestalledachievingtheaimofflexibility.

The National Employment Strategy includes regulations on flexibility, which
should be implemented.

Turkey should make the best use of flexicurity methods in terms of:

Combatting structural unemployment and creating new job opportunities;

Enterprises adjusting to changing production conditions and competition
requirements in internal and external markets;

Fighting against the informal economy and the informal employment
problem;

Expanding the employment options for groups such as women, youth, and
disabled and facilitating the hiring processes.

In the field of collective labor relations, due to recent involvement by
international trade unions, umbrella organizations or organizations similar
to unions, have taken actions in enterprises in Turkey, which disrupted
peace in the workplace, caused production to be suspended in enterprises,
and led to serious losses in Turkish enterprises’ brand equity and reputation
among national and international customers. Such actions are moving
away from supporting the traditional labor movement and are being used
as a way to leave Turkish firms out of global markets. In this regard, our
enterprises should take protective measures.

The burden of social security premiums that is mainly on private sector
employees and employers should be relieved and inequality against
registered enterprises should be removed.

In Turkey, the scattered structure of welfare benefits hampers the objective,
effective and appropriate implementation of benefits. There is a need for
a fundamental law to integrate social benefit and service systems and put
forth main policy criteria and implementation elements.
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Structuring the social protection system in a way that does not lead to new
burdens on registered enterprises, while adjusting the implementation of labor
market policies and the social security system, will play an effective role in fighting
unregistered employment.

Conclusion

TISK believes that potential changes to working life should not only have the aim
of protecting the worker but also should be addressed through an approach that
preserves the balance among the parties.

A brief assessment of the concepts of social exclusion and social inclusion from
labor’s perspective,

by Giiven Savul, from Confederation of Turkish Trade Unions’ (TURK-IS)

The debates on the social exclusion and social inclusion concepts have been carried
on both in academia and in the labor movement for fifteen to twenty years. As a
brand new and sparkling concept, social inclusion is being asserted as a remedy
against current socio-economic hardships of the world. In the literature of social
inclusion, the approaches are plotted through a micro-perspective framework.
This means that the significant part of the literature of social inclusion assesses the
problems regarding certain social groups such as minorities, migrants, handicapped
people, poor people and so on.

The perspective of labor is different from such a compartmentalized approach.
The labor movement believes that the social exclusion and social inclusion
concepts should be discussed within a more comprehensive framework. The labor
movement does not ignore the problems arising from micro social differences and
individualistic insufficiencies. It considers that such micro approaches cannot find
a proper solution to alleviate social exclusion. The labor movement is taking sides
with a mixed approach. It defends such an approach as not glossing over the micro
problems, while also building up a macro perspective. At this point, it should be
noted explicitly that while the micro perspective signifies a non-structural approach
to the capitalist mode of production, the macro perspective analyzes capitalism from
a structural vantage point.

For example, unemployment should not only be assessed as a problem arising
from the individual causes such as lack of vocational training and education,
occupational inexpertness or discouragement but it is also associated with the
contemporary patterns of employment policies that are regulated in line with the
current needs of capitalism. A significant amount of the literature of social exclusion
ignores the need to analyze the capitalist mode of production in the assessment
process of unemployment. Various recommendations for solutions against
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unemployment can be found in the assessment papers of the epistemic communities
such as IMF, World Bank, and OECD. Most of these recommendations consider
eradication of unemployment as one of the pillars to tackle social exclusion. When
these recommendations are reviewed, it can be clearly seen that almost none of them
address the structural motives of unemployment arising from the essence of the
capitalist mode of production. Such recommendations as vocational training courses,
lifelong learning, and improvement of home care services focus on individuals. All
of these policy tools can be categorized as functional components to tackle social
exclusion at the individualistic level and these can be considered as useful attempts
in the short-run. Although such individualistic approaches have some possibilities
of eradicating social exclusion to a certain extent in the short-run, there must be
sound recommendations for considering the structural dimension of capitalism. It
should be underlined that such a compartmentalized approach cannot be a remedy
against the hardships in the long-run. Although there is no sound response against
the socially destructive gale of neo-liberal privatization processes, also supported by
the epistemic communities or transnational structures like the EU, social inclusion is
considered as a prescription for such problems as unemployment, social insecurity,
precarised life etc. As the representatives of the labor movement, while we are
combating against poverty, we should not think that poverty is an individualistic
problem or it belongs to the certain groups in the society.

The labor movement recommends that social exclusion and social inclusion
concepts should be assessed within a macro framework that is supported by micro
components. Such a perspective can be a proper remedy against the socio-economic
problems of our contemporary world.
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