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The Analysis of the Relation between Economic Growth and Unemployment
in Turkey

Tiirkce Ozet

Politika yapicilar agisindan en 6nemli temel makroekonomik hedefler arasinda istihdam diizeyinin artirilmasi
ve siirdiiriilebilir ekonomik biiyiimenin saglanmasi &n siralarda yer almaktadir. Issizligin azaltilmasinda en
etkin politika ekonomik biiyiimenin artirilmasi olarak goriilmektedir. Bu nedenle igsizlik ile ekonomik biiyiime
arasindaki iliskinin dogru bir sekilde analiz edilmesi politika yapicilar i¢in yol gosterici 6zellik tasimaktadir.
Bu ¢aligmada Tiirkiye’de ekonomik biiyiime ile igsizlik arasindaki iliski Okun Yasasi ¢ergevesinde 2000-
2018 donemi igin ampirik olarak incelenmistir. Okun Yasasi’nin Tiirkiye ekonomisinde gecerli olup olmadigi
dogrusal ve dogrusal olmayan modellerle test edilmistir. Analiz sonuglarina gore, issizlik ile biiyiime
arasindaki iligkinin dogrusal yapida olmadigi ve iki rejimli Markov Rejim Degisim modelinin veriyi temsil
etmede daha basarili sonuglar verdigi belirlenmistir. Markov Rejim Degisim modeli sonuglari her iki rejim
i¢in igsizlik oranlar1 ile ekonomik biiylime oranlari arasinda ters yonlii bir iliskinin varlig1 ortaya koymaktadir.
Bununla birlikte, issizligi %1 oraninda azaltmak kriz donemlerinde yillik bazda %14.5, normal déonemlerde
ise %8.3 seviyesinde ekonomik bilyiime performansinin saglanmasi gerektigi hesaplanmustir.

ingilizce Ozet

The most important macroeconomic targets are to increase number of employment and to provide sustainable
economic growth in terms of policy makers. The most effective policy in reducing unemployment is seen
as increasing economic growth. Therefore, accurate analyses of the relation between unemployment and
economic growth to provide valuable information for policy makers. In this study, the relationship between
unemployment and economic growth in Turkey were examined empirically for the periods of 2000-2018
in terms of the Okun’s Law. We employ both linear and nonlinear models to determine whether the Okun’s
Law is valid in Turkey. Empirical results suggest that the relation between unemployment and economic
growth is not linear and two-state Markov Switching model is found to be better characterizes the data
than linear model. The first state is called as high unemployment regime and the second one is named as
low unemployment regime according to Markov Switching model results. Also, we determine that the
relation between unemployment and economic growth is negative and statistically significant in both
regimes and these findings are consistent with theoretical expectations. These results suggest the presence
of inverse relation between unemployment and economic growth in both regimes. However, we find that
yearly economic growth must be at least as 14.5% and 8.3% for the high and low unemployment regimes
respectively to reduce unemployment rate by 1%.
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