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Abstract

In today's economies, where insecurity and unemployment are the norm, it has become critical for the government to
develop policies aimed at reducing unemployment and creating jobs for people who want to work but can't find work.
According to those who advocate for the state to be the Employer of Last Resort (ELR) this will help reduce unemployment
in mainstream approaches while also covering the social issues that arise because of unemployment. The purpose of this
research is to investigate the impact of the government providing employment as the ELR in Turkey. Input-output and
social accounting matrix was used to look at changes in demand and household incomes in this case, after a shock to low-
income people and women at the minimum income level was caused by the state in the Public Administration sector. The
study's findings indicate that the ELR program is applicable in Turkey. It also demonstrates that income multipliers for
women operate on both the demand and supply sides.
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Post-Keynesyen Teori Cercevesinde Devletin Nihai Isveren Olma Rolii: Tiirkiye Ornegi
Ozet

Istikrarsizigin ve issizligin bir norm oldugu giiniimiiz ekonomileri icin devletin issizligi hedef alan politikalar tiretmesi ve
calismak isteyip is bulamayan kimseler is yaratmasi artik zorunlu bir hal almistir. Devletin nihai isveren olmasi (DNIR)
6nerisini sunanlara gére anaakim yaklasimlarda issizligin azaltilmasina yardimci olacak ayni zamanda issizlikle beraber
ortaya ¢ikan sosyal sorunlart da kapsayacaktir. Bu ¢alismanin amaci, Tiirkiye’'de devletin nihai isveren olarak istihdam
saglamasinin etkisini arastirmaktir. Bu baglamda Girdi Cikti ve Sosyal Hesaplar Matrisi kullanilarak, diisiik gelirli bireyler
ile kadinlara devlet tarafindan Kamu yénetimi sektériinde yaratilan asgari gelir diizeyinde bir sokun talepte ve
hanehalklarinin gelirlerindeki degisim gézlemlenmistir. Calismanin bulgulart Tiirkiye’de ELR programinin uygulanabilir
oldugunu gostermektedir. Ayrica kadinlar icin de gelir carpanlarinin hem talep hem arz yanli calistigini gdstermektedir.
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1. INTRODUCTION

Both passive and active employment policies have been used as policy tools in the fight against
unemployment at various points in history and continue to be used today. Active employment
policies have been implemented, particularly since the 1990s, with the support of international
institutions (such as the World Bank, IMF, and ILO) and OECD countries (Bonoli, 2010: 6;
Hieda;2011:1). With mainstream economic policies increasingly dominated by rational individual
and reliance on the welfare state's social assistance, the importance placed on active employment
policies has begun to grow. Simultaneously, this development has resulted in an increase in funding
for active employment programs (Bonoli, 2010:6). While the ratio of funds allocated to active
employment policies varies by country, it has begun to increase. The Humphrey-Hawkins full
employment law, enacted in the 1970s as inflation and unemployment began to rise in full
agreement, was unable to prevent unemployment (Wray 1998: 124).

Globalization's foundations were laid in the 1990s through free market policies and a series of
financial and economic regulations. Simultaneously, with the OECD's work in 1994, job guarantee
programs were phased out and replaced with job search tools (Mastromatteo and Esposito, 2014: 5).
The mainstream economics approach involves trade-offs, and unemployment is used to combat
inflation. In the mainstream economics approach, inflation and unemployment are mutually
exclusive, and unemployment is used to combat inflation (Juniper and Mitchell, 2005: 15).

According to Post Keynesians, unemployment is not necessary to achieve price stability. With ELR a
policy that reduces unemployment and ensures full employment without jeopardizing price stability
is possible (Minsky, 2008: 308-312; Wray, 1998: 94-95; Mosler and Forsater, 1999). As an
employment policy, there are two basic components that the state must undertake in order to be the
ELR. First, the state acts as the final employer, and second, the state externally determines the
marginal price of labor. (Wray, 1998: 124). The program has been created to offer work to anyone
who is ready and willing to work, without being subjected to any tests and without time constraints
(Forstater, 2013: 146). It is possible to think of it as a program that guarantees zero unemployment
by employing everyone who cannot find a job in the private sector and wants to work for a base wage
determined by the state. It is important that someone who will work in the ELR program is willing to
work because no one can be forced to work in this program. Also, ELR does not mean a type of
workfare (Wray, 1998:124). ELR offers a base wage to everyone who wants to work, and this wage
has to be lower than the current wage of the private sector (Mastromatteo and Esposito, 2014: 5).

Many countries around the world have ELR-style employment programs in place. Countries such as
India, Argentina, and South Africa have seen economic and social success as a result of the
application. The study's motivation is to forecast the effects of other countries' ELR programs if they
are implemented in Turkey. Because it is the first research on Turkey, the study will make an
important contribution to the literature. In this study, using the social accounting matrix, the
macroeconomic effects of the ELR-like public employment program (PWP) implemented in Turkey
will be analyzed. In the next section, the general outlines of the ELR theory will be presented. In the
third chapter, the literature will be presented by considering the impact analyzes from the studies
on ELR. In the fourth chapter, the material and method used in the study will be introduced. After the
findings are presented in the fifth chapter, the article will be concluded with a discussion and
conclusion.

2. EMPLOYER OF LAST RESORT

ELR policy calls for the elimination of unemployment by direct job creation, not increasing aggregate
demand. Among the unemployed, the less skilled and educated are the last to be hired and laid off by
the private sector. In this respect, ELR differs from growth and investment pro-aggregate demand
policies. Because these policies increase the demand for more skilled, educated, and well-paid
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workers (Minsky, 2008 and Tcherneva, 2013). Due to its buffer employment feature, ELR will act as
an automatic stabilizer, stabilizing total expenditure and employment and providing better price
stability than the current one (Wray, 1998: 94). However, it does not exclude the private sector by
allowing market forces to affect nominal or relative prices and is a complement rather than a
substitute for alternative employment policies provided by private sector firms or other government
programs. (Wray, 2000:1).

It is foreseen that the increase in the unemployment stock will be prevented by employing the
unskilled labour force, which is undesirable by the private sector, especially in periods when the
economy is stagnating. The government's intervention in the employment stock as an employer will
create budget deficits, which are generally related to the economic conjuncture. In periods when the
planned savings are greater than the planned investment, the segment that the private sector does
not want to employ will be employed by the government, and thus the budget deficits will increase.
In the opposite situation, when the economy recovers, the demand for employment in the private
sector will increase, and the state will employ workers from its employment stock. Therefore, the
private sector's demand for employment will reduce the government's budget deficits (Wray, 1998:
94; Tcherneva, 2013: 81). The most highly skilled workers are the most attractive to the private
sector and are therefore the first to be employed. Since workers will be paid a uniform wage in the
ELR program, skilled workers will be paid below the market wage, which will be an incentive to exit
the ELR program as much as possible (Wray, 2009, p. 6).

According to some economists, including Keynes, it is not possible to talk about a labour market
because labour is different from other goods. The reason why labour differs from other goods is that
it cannot be owned, stored, or mobile like other factors of production. In addition, there is a
significant informational cost and uncertainty for workers entering the workforce. With ELR, these
difficulties can be reduced or eliminated. That is, when it is not needed by private employers, this
practice will allow labour to be stored and act as buffer stock (Wray, 1998: 135). The jobs envisaged
for the ELR are not competitors or substitutes for the private sector as they are jobs in sectors with
no private sector supply. Services such as classroom assistant in public schools, local security, public
works in poor areas, environmental cleaning and security, library assistant, childcare and health
services assistant, history and cultural services, art and musicianship are examples of elderly care
and accompanying services(Wray, 1998: 141-142).If the government pays a living wage to those
who want to work in the public sector, this wage should be close to the current wage paid to an
uneducated worker (Wray, 2000: 3-8).

The most important criticism of the theory is that this policy is inflationary. ELR advocates argue that
the theory is different from aggregate demand policies. While traditional Keynesian policies may
cause inflation, it is argued that this theory will not cause demand-pull inflationary pressure by
raising the living standards of those at the bottom of society who want to work for a living wage and
aslightincrease in total demand (Wray, 2000: 6). Even if compensatory payments for unemployment
have an effect on aggregate demand, their effect on supply is negligible. On the contrary, ELR policy
could increase human capital, provide physical infrastructure, increase potential aggregate supply,
and reduce inflationary pressure. Voluntary unemployment would occur if the nominal savings
planned by the private sector exceed the actual savings. The state will realize the nominal savings
planned with this policy, but this will cause a budget deficit. This increase in the budget deficit will
increase employment until the savings planned and realized by the private sector are balanced.
Expenditures of the state creating a budget deficit will continue until full employment is achieved
and inflationary pressure will only emerge with a budget deficit beyond this level (Wray, 1998: 129-
130). The implementation of the ELR policy is easier in modern economies than in the past, since
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state obligations are met with modern money!. In these modern economies, states spend by issuing
modern money. If states have monopoly power over the money they issue, government expenditures
will not face real financing constraints. If full employment is the goal, government expenditures and
budget deficits will be faced. If the wage level is not adjusted well, for example, if an ELR wage is
determined higher than the minimum wage paid by the private sector, employment will shift from
the private sector to the public sector. As a result, private sector wages will increase, which will once
again increase prices. Thus, in general, the government setting wages higher than the market will
result in a one-time wage and price increase. If the wage demand of workers in the private sector is
higher than their productivity, the employer will demand workers from the alternative public sector
employment pool by placing a mark-up on the wages set by the government. That is, the ELR fee
constantly acts as an anchor for market fees (Wray, 1998: 135; Juniper and Mitchell, 2005: 15).

3. RELATED WORKS

Programs in countries that have implemented an ELR-like public employment scheme are designed
to provide temporary income to meet the basic needs of poor households in the face of an external
shock. These shocks can generally be caused by a one-time economic crisis, natural disaster, or
seasonal demand contractions (Subbarao et al., 2012: 12). According to McCord, implemented public
employment programs do not exist in a monolithic form and differ in terms of duration, relationship
with the labor market, scale targeting, and implementation. Therefore, for short-term periods, large-
scale employment programs can be classified as labor-intensive programs or employability-
enhancing programs (2008: 10). When the countries implementing public employment programs are
examined, the reasons for implementing the programs differ. For example, drought and climate
change (Yemen, Rwanda, Malawi, Ethiopia, Tanzania, Nepal, Morocco), economic crises (USA, Chile,
Mexico, Korea, Latvia, Greece, Turkey), ensuring the right to work (Argentina, India, and South Africa)
There are examples of countries applying for different reasons, such as the programs are organized
according to the needs and various constraints, taking these needs into consideration. Generally, it
may differ in terms of time, the share of the wages to be received by the workers in the total cost
allocated for the program, the duration and type of the work to be done, and the type of payment
(Subbarao et al., 2012: 31).

Countries such as the USA, Switzerland, and Australia were the first to implement these programs in
the 1930s and 1940s (Subbarao et al,, 2012: 331-371). For example, public employment policies
implemented in Switzerland, Argentina, and India are based on the right to work. On the other hand,
Indonesia and South Korea, on the other hand, implemented public employment policies to eliminate
the effects of the East Asian financial crisis. Similarly, countries like Bolivia and Chile have putin place
social fund programs to ensure structural adjustment (Papadimitriou, 2008: 7). In countries like
Latvia, Greece, and Turkey, public employment programs were implemented as a temporary solution
to increasing unemployment in the 2008 economic crisis. The targets of rural unemployment and
drought have generally been taken into account in various African countries (Isik and Oksiiz Naring,
2016: 342).

The first study to measure the effects of public employment programs was based on a simulation for
the US economy by Majewski and Nell (2000). The study found that despite the lower deflation, it
increased private sector employment and output. Fullwiler (2003) measured the potential impact of
an ELR by simulating the stabilizing effects on the economy of government spending that
automatically offsets changes in unemployment. Accordingly, the ELR can increase capacity

1 For Modern Monetary Theory (MMT), see. (Mosler, 1997, Wray, 1998 and 2012, , 2019, Fostater, 2006, Kelton, 2020,
Tunez, 2020).
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utilization without promoting higher inflation rates. In addition, it has been determined that the
increase in real GDP will exceed the cost of the program. According to the simulation results of
Murray (2017), the ELR program can be designed to be budget-independent and support full
employment and economic growth. It shows that governments without a sovereign currency can
develop a policy of full employment without getting themselves into a debt crisis.

According to a study examining the effects of the public work program Jefes de Hogar implemented
in Argentina, while 3 million people were unemployed in May 2003, just after the crisis, this figure
fell to 1.3 million people in 2006. Moreover, the purchasing power of minimum wages had doubled
at the end of 2006 compared to December 2001 (Kostzer, 2008: 28). Argentina's total expenditure
for this plan is less than 1 percent of GDP in 2005 (Kaboub, 2007: 15). Shortly after its
implementation, the program reduced poverty by 25% (Tcherneva, 2013: 90-92). Argentine official
sources, the program assisted 29.3 percent of poor families in 2003 to escape poverty (Ronconi et al.,
2006: 6 -21). The effects of ELR were examined in a simulation study for Argentina recently, which
was carried out by considering the Fair Model. According to this study, it has been determined that
ELR will eliminate voluntary unemployment in a properly functioning buffer employment stock. In
addition, it will eliminate poverty, with its effect on the determination of minimum wages, and
maintain the balance between unemployment and inflation due to the worker pool (Mario, 2020).

In a study examining the effects of the implemented NREGA public employment program in India, its
effect on agricultural wages was taken into account. For the 2010-2011 fiscal year, the program
increased the annual growth rate of agricultural wages by 4.8 percent. It has been observed that the
effect of the program on women's wages is higher than that of men's (Berg et al., 2014: 12-16). In a
simulation study on India, a positive macroeconomic effect was found, and it was estimated that a
resource allocation equivalent to 0.65 percent of GDP increased the GDP by 0.4 percent. The overall
expansionary effect of the program has increased, in line with the Keynesian concept of the balanced
budget multiplier. In the same study, the distribution effect of the program was also found to be
positive. There was an increase in welfare among poor rural households and a marginal increase
among poor urban households (Zepeda et al., 2013: 247).

The PSNP public employment program implemented in Ethiopia has been shown to have an asset
protection effect. Beneficiaries experienced significant income and wealth growth compared to non-
beneficiaries. Income growth and asset growth as livestock were 59 percent and 62 percent,
respectively, for those who received wages as food, while no such impact charge was found for those
who received cash. Food security increased by 11% between 2006 and 2008, while farm animal
ownership increased by 7% (Koohi-Kamali, 2010: 10). Acting in concert with the PSNP, the food
security program also provided beneficiaries with various productivity-enhancing transfer services,
access to credit, agricultural extension services, and technology transfer. Being both PSNP and OFSP
beneficiaries 18 months after PSNP produced a more positive outcome. It has been pointed out that
the positive effect of the public work program beneficiary on the use of credit increases consumption
(Gilligan et al., 2009: 1685-1703). In the analysis for Korea, male workers and young workers are
more likely to participate in work after projects. Those who are dissatisfied with job conditions, wage
rates, and the project process are more likely to find a job (Lee, 2001: 186).

In a study examining the impact of public employment programs on Latvia, the program was
successful in targeting poor and socially excluded people, and the relatively lower salaries and labor-
intensive jobs helped prevent the non-poor from participating in the program. In the short term, the
WWS program increased beneficiaries' incomes by 37% compared to non-beneficiary households
(Azam et al.,, 2012: 17-18). The effect of the ELR-like program on Greece has been estimated by
simulation. Accordingly, if 200,000 to 500,000 jobs are created and a minimum wage is foreseen for
employed people, how this will affect the macroeconomic process has been calculated. It has been
found that if this level of employment is realized, an increase from 4.731 million euros to 16.671
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million euros can be created in the total output and a tax income that will reach 6.233 million euros
from 1.769 million euros (Antonopoulos et al., 2014: 10).

According to a simulation study created with the South African Social Accounts Matrix, it is predicted
that an expenditure on public employment programs will increase GDP by 1.8 percent, while an
increase in household income and industrial production will increase tax revenues by 1.5 percent, so
this tax increase can finance this expenditure on employment. Furthermore, direct, and indirect
positive effects on employment and poverty were discovered in a variety of categories
(Antonopoulos and Kim, 2008: 73-83).

4. MATERIALS AND METHOD

A social accounting matrix (SAM) refers to a double-entry table that shows all relationships in an
economy. The rows and columns of the matrix are composed of numerical data showing transactions
between institutions and intermediaries for a certain period (Antonopoulos and Kim, 2008: 23). The
primary purpose of SAM is to provide information about the economic and social structure of a
country or region in a given year. Because computable general equilibrium (CGE) models can look at
the whole economy at the same time, the second goal is to provide data for these models (Erten, 2009:
33). In its current form, SAM is a matrix representing socio-economic relations. The main goal of
making SAM is to show how the social-economic system is linked together, as far as possible through
the records (Round, 2003: 161-162).

SAM has three main features. The first of these accounts is expressed as a square matrix. Income and
expenses of each account are in the relevant rows and columns of this square matrix. Second, it covers
all the economic activities of the system, namely consumption, production, accumulation, and
distribution. Third, while it usually has a standard framework, it is flexible in terms of decomposition
and studies on different parts of the economy (Round, 2003: 301). For the final employer role of the
state, the effects will be analyzed in the case of employment creation with an ELR-like Public Work
Program (PWP) according to various scenarios in the SAMs created using 2014 data in Turkey. In
the scenarios to be used, the low-income unemployed and women's employment are considered. A
template representing the effect of a payment made from the public account on other accounts for
job creation through a program such as PWP is shown in Table 1.

Table 1. Definition of Internal and External Accounts in SAM

Expenditure
Internal Accounts External
Accounts
Public +Capital | Total
Activities Commodities | Factors | Households +External
World
1 2 3 4 5 6
=8 Activities 1 0 T12 0 0 X1 Y1
£ £ | Commodities 2 Ta1 0 0 Ta4 Xz Y2
° *E § Factors 3 T31 0 0 0 X3 Y3
E[_~F [Households 4 0 0 Taz 0 Xa Ys
S0 2L | pubtics com
— g5 ublic+ Capital+
*:-*: § External Wporld > L L2 Ls Le t
=<
Total| 6 Yj1 Y2 Yj3 Yij4

Source: Defourny, I. and E. Thorbecke (1984: 112).

When these calculations are considered, the effect that will emerge when an external shock is given
to the T12 account in the goods column is the direct transfer effect. The effect of this transfer on T31
in the production factors calculation is called the open loop effect. In addition, this change in the
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factors of production affects the factor incomes of the households (T43), the increase in the income
of the households affects the demand for goods of the households (T24), and the repeat goods
account (T12), resulting in a closed-loop effect. Similarly, when an addition is made to T31 in the
production factors calculation, the said effects occur. Internal accounts in the matrix can be used by
following the same interaction as the policies that are being looked at. Yji, Yj2, Yj3, Yj4 representing
the column totals represent incomes from production activities, incomes from goods, factor incomes
and household incomes, respectively. X1, X2, X3, and X4, which are the totals of rows in the external
accounts where the public sector, capital accounts and the external world are shown together,
represent the additions made to the external accounts. Also, column sums L1, Lz, L3 and L4 show their
corresponding leaks. Y1, Y2, Y3, Y4, which are the sum of each line, show the sum of external and
internal accounts. An Aj matrix is obtained by dividing the internal accounts (Tj) column by their
corresponding column totals. Here Yj represents the column totals of each internal account.

A =Tyt (1)

0 A, 0 0
14 0 0 Ay
A=l4s, o o of @

0 0 Agm O

A matrix is obtained, which represents the average propensity to spend for internal accounts. If we
rearrange Equation 1;

AY; = (T Y, (3)
Tij = Ay;Y; (4)

If we substitute equation 4 in the equation y = Tij+ xi , which represents the sum of internal and
external calculations;

Activities = [V1 0 A5, 0 071[Y] M
Commodities = Y2| |42z 0 0 Ayl |V LS 5)

Factors = Y3 Az; O 0 0 |'|Ys X3

Household = LY, 0 0 A, O Y: X4

J

Y=-AY + X (6)

In the equation, Y represents the total revenue vector of the internal accounts and X represents
the additions of the other external accounts. Here, the total revenue of each internal account is found
by multiplying the income corresponding to the expenditure coefficient, plus the income from the
external accounts. Equation 7 is obtained by solving Equation 6 for Y.

X=U-AY (7)
(I-ATU-AY=0U-A)"1X (8)
Y=(-A4)"1X 9)

In this equation, (I — A)™! is defined as the SAM multiplier matrix. In this way, the effect of
external accounts on internal accounts can be analyzed (Pyatt and Round, 1979: 856). As a result,
although it is observed that SAMs are an extension of the input-output analysis, the fact that the
matrix also includes data based on national accounting accounts and household surveys in addition
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to the data in the input-output table increases the importance of the harmony between the accounts
in terms of the results of the analysis. In addition, matrix A shown in the second equation is divided
into sub-accounts according to the policies to be analyzed and different multiplier effects are
calculated. Matrices B and C are obtained by dividing the matrix A, which has four internal
calculations above, into two sub-matrices.

0 A, 0 0
0 0 0 0
B=10 0 o0 o (10)
0 0 0 0
"0 0 0 0
A 0 0 4,
C=la,, 0 0o o (11)
0 0 44 O
1 (0—A4,)"1 0 0
. _|o I 0 0
t-B=|0 ! P (12)
0 0 0 I

When matrices 10 and 11 are added instead of matrix A in equation 6;

Y=B+OY+X (13)
Y —BY =CY +X (14)
YU—-B)=CY+X (15)
Y= (I-B)CY+(U-B)X (16)

Equation 17 is obtained when equation 16 is written in matrix form with four internal calculations in
accordance with the SAM format defined in Table 1.

Yl (0 - Alz)_l.A23 0 0 (O - Alz)_l.A24 Yl I (O —_— A12)—1 0 0 Xl
Y, Ayg 0 0 Ay, Y, 0 I 0 0][X2

- + 17
Ys Az, 0 0 0 Y31 " o 0 I 0]|X3 a7)
Y, 0 0 Ay 0 Y, 0 0 0 I1LX,

The first matrix on the right side of equation 17, obtained as a result of writing equation 16 in matrix
form, represents the effect between internal calculations. For example, in the matrix prepared
according to Table 1, the effect of a transfer made from an external account to an account in the
column of production activities on the line of production activities is seen in the matrix in question.
This matrix showing the effect between the accounts is shown in equation 18.
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A*=(U-B)'C (18)
0 0 0 071[(0-A5) " As 0 0 (0—A;) Ay
A?;’l 0 0 0 A31 0 0 0
0 0 4, O 0 0 Ay 0
Equation 20 is obtained when it is defined as A" and substituted in equation 16.
Y=AY+({-B)X (20)

This equation gives the sum of a transfer from the external account and its effect on the internal
account. If the equation number 20 is rearranged in order to calculate the net effect of the transfer
from the external account on the internal account, equation number 21 is obtained.

AY=Y—-(1I-B)X (21)

When equation 21 is written in matrix form as shown below, the following form will be obtained.

0 0 0 07m o [1o0- Alz) -1 0 0][%

A;l 0 0 A;4 YZ — YZ 0 0 0 XZ (22)
31 0 0 0 [|Ys Y3 0 I 0]]|X3
0 0 Ay, 011Y, Y, 0 o 111X,

Equation 20 is obtained for the first endogenous variable. As explained in Table 1, four endogenous
variables are used in the SAM. Here, the account defined as the first internal variable is located in the row
representing the production activities. As stated above, the effect that occurs in one of the endogenous
variables is also reflected in the other variables. Therefore, in order to determine the effects of a transfer to
production activities on production factors, household factor incomes, and demand for goods, both sides of
equation 20 are multiplied by A* and the equation calculated for each internal variable is multiplied by the
number of internal variables. In this case, the equation for the second endogenous variable is written as:

AY = A" A'Y + A1 - B) X (23)

Equation 26 is obtained when A*Y =Y — (I — B)~1X the calculated for the first endogenous variable
is written and rearranged instead of A*Y in equation 23.

Y—(—B) X =A42Y +A*(I-B)'X (24)
Y =AY + (I —B) X+ A*(I - B)"'X (25)
Y = A2Y + ((I + A)(I — By )X (26)
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Equation 26 is multiplied again by A* for the other endogenous variables, and equation 27 is
obtained when the operations are repeated for the third endogenous variable.

A'Y = A"A?Y + A (I + A ) — B)™ X (27)

Equality 30 is obtained when A*Y =Y — (I — B)"1X is written and edited instead of A*Y in this
equation.

Y—(—-B) X =A43Y+ 4" (I+A4)UU-B)X (28)
Y =A3Y+ (=B X+ ((4" +A4)I-B)X (29
Y =A3Y+ U+ A +A2)I -B) X (30)

The same process is repeated for equation 30, multiplied by A* again, and when the operations are repeated
for the fourth internal variable, equation number 31 will be obtained.

AY =AABY + A" (I + A" + A*2)(I - B)"1X) (31)

Equation 37 will be obtained when A*Y =Y — (I — B)™1X is written instead of A*Y in this equation
and rearranged

Y—(I-B)X=4"Y+A" ((I+4 +4*)I - B)1X) (32)
Y=A"Y+(U—-B) X+ +A4*2+ 43I - B)"1X) (33)
Y =AY + (4" + A2+ A*3)( - B)7'X) (34)
Y —A"*Y = (I 4+ A" + A*2 + A" 3 (I — B)"1X) (35)
Y—(—-A*)=U+A" + 42+ A3 - B)'X) (36)
Y=(U—-A*) "I+ A + A2+ A3 - B)'X) (37)

Equation 37 is divided into parts within itself and decomposes as closed-loop multiplier matrix:
M; = (I — A**)™! , open-loop multiplier matrix: M, = (I + A* + A*? + A*3) , direct transfer
multiplier matrix: M; = (I — B)™X .

Considering the accounts in Table 1, the effect that will emerge when an exogenous shock is
given to account A1z in the goods column is the direct (direct) transfer effect. The effect of this
transfer on As1 in the production factors calculation is called the open loop effect. In addition, this
change in the factors of production affects the factor incomes of the households (A43), the increase in
the income of the households affects the demand for goods of the households (Az24) and the repeat
goods account (A12), creating a closed-loop effect. Similarly, when an addition is made to As1 in the
production factors calculation, these effects occur. Here, an addition to A44 in the households account
is limited only to the direct transfer effect. The internal accounts in the matrix can be applied by
following the same interaction according to the policies to be analyzed. Closed loop, open loop and
transfer effects shown in Equation 37 are defined as cumulative effects. These effects are
decomposed as in the equations shown below.

Y = M3.M2.M1 (38)
M = M3.M2.M1 (39)
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M S I + (Ml - I) + (MZ'Ml - Ml) + (M3M2M1 - Mle) (4’0)

In Equation 41, I: Defines the additions made externally, Ni: Defines the net transfer effect and shows
the cumulative effect of an addition from an external account to any internal account. N2: It shows
the open loop multiplier effect and represents the effect of adding to one internal account on another
internal account. N3: It represents the closed-loop multiplier effect and shows the effect of adding an
internal account to the original account by affecting other accounts (Pyatt and Round, 1979: 857).

A social accounting matrix for 2014 was created for Turkey in the study in order to make an analysis
targeting employment increase with a public employment program similar to ELR. TURKSTAT and
the Ministry of Development statistical data were used to create the social accounting matrix. The
SAM structure for the Turkish economy in 2014 consists of production activities, goods, factors of
production, institutions, the capital account, and the foreign world. While the activities and goods
accounts were divided into sub-sectors, the 2012 Input-Output Table published by TURKSTAT was
used by combining them into twelve sectors. TUIK 2014 corporate sector accounts were used to
create the accounts in the social accounts matrix. The household account is differentiated according
to the purposes of the scenarios and divided into four groups. These household groups are divided
into households with individuals aged 15-24 looking for a job, households with individuals over the
age of 25 looking for a job, households seeking a job and households not seeking a job.By adding the
public sector, private savings, public investments, and the outside world, a 35 x 35 matrix is formed.
A simulation analysis was conducted targeting the unemployed and female unemployed from low-
income households. In order to perform the simulation analysis, changes in aggregate demand were
measured with supply-side I-O analysis, and external shocks as well as total demand changes were
given to the micro-SAM established for 2014. According to the simulation results, the change in the
demand and incomes of households was observed when the state's secure employment creation in
the public administration sector and the cost incurred by the state for this were comparedThe first
scenario considered for the study is about measuring the impact to be created by hiring low-income
unemployed people through the public employment program. The aim of the first scenario is to
discuss the implications of providing low-income households with a minimal job rather than social
assistance. As shown in Table 2, there were 2,293 household who defined themselves as job seekers
during the Survey of Income and Living Conditions (SILC) period.

Table 2. Number of Households for the First Scenario

Total Number of Households in SILC 22.740
Number of Households in Turkey in 2014 21.091.075
Number of households with at least one job seeker within the SILC 2.005
2014 Turkey Estimated number of households with at least one job seeker 1.859.613
Households with at least one job seeker in SILC with an income between 0 and

1.419
30,000 TL
2014 Turkey Households with at least one job seeker whose income is between 0- 1316.606

30,000 TL
Source: Calculated using the TURKSTAT 2014a and 2014b.

Since there is more than one job seeker in a household, taking all of these people would be to act as
if there were 2,293 households. Therefore, by eliminating repetitive bulletin numbers, 2005
households in which at least one person sought a job were identified. 70.8 percent of these
households earn between 0 and 30.000 TL per year. In this context, the numbers have been adapted

820



N.O.Naring - S. Istk
[zmir Iktisat Dergisi / [zmir Journal of Economics
Yil/Year: 2022 Cilt/Vol:37 Sayi/No:3 Doi: 10.24988/ije.1091641

to approximately 21 million households, according to Turkey's 2014 data. When compared to the
survey data, the number of households in which at least one person is looking for a job in Turkey has
been estimated at 1 million and eighty-five thousand. And among them, the number of households
with an annual income of 0-30,000 TL is approximately 1 million 316 thousand. The scope of the first
scenario is to measure the impact if these households were given a job at the minimum income level
with a program such as PWP.

Another striking detail about the type of unemployment is that women's unemployment and
women's employment participation rates are quite low in Turkey. Looking at the data from
TURKSTAT for 2014, 71 percent of those not included in the labor force are women in Turkey.
Because they were caring for their children and homework, 11 million 600,000 women did not enter
the labor force in 2014. Women's participation in the workforce is important for economic and social
development, on the one hand. In addition to the practices in which the state provides various
supports to the private sector to support women's employment, there are also various social support
projects such as grandmother's salary and caregiver assistance to working mothers. However, this
support is narrow scoped as various conditions and tests are introduced. In addition, if we look at
the sectors in which women are employed, it is known that they are mostly employed in the
agriculture and services sectors, where unregistered employment is intense.

The second scenario targets women's employment in this context. According to descriptive data, 21
percent of women in 2005 households with at least one person looking for work were unemployed.
While this ratio was found, the ratio of all women was evaluated, regardless of whether the women
were in the low- or high-income group. As can be seen in Table 3, considering that the number of
households in Turkey in 2014 was approximately 21 million and adapted to descriptive data, it is
determined that there are 1,763,412 households with at least one job seeker and 370,317 of them
are women.

Table 3. Number of Households for the Second Scenario

2014 Turkey Household Number 21.091.075
Number of households with at least one job seeker within the SILC 2.005
2014 Turkey Estimated number of households with at least one job seeker 1.859.613

Number of households with at least one job-seeking woman within the SILC 424
2014 Turkey Estimated number of households with at least one job-seeking
woman

Source: Calculated using the TURKSTAT 2014a and 2014b.

5. FINDINGS

370.317

Public administration and defense services are among the sectors that we have gathered as 12
sectors in the input-output table; employment has been created for the Compulsory Social Security
Services sector, amounting to 1,316,606 people, which we have determined according to annual
income. As a result of the supply-side input-output analysis, the change in total demand for 2014 is
shown in Table 4.

Tablo 4. Supply Side I-O Analysis for Scenario 1 for 2014 Demand Change by Sectors

Total demand/Output change Change Initial level | New values Change
amount rate %
Agriculture 280,833| 192,778,277 193,059,110 0.146
Mining and Quarrying 200,735| 108,866,069| 109,066,804 0.184
Manufacturing industry 4,866,888 1,227,414,077 | 1,232,280,965 0.397
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Electricity, gas, steam and air conditioning;

Water supply, sewage, waste management and 587,302 172,968,788| 173,556,090 0.340
remediation activities

Cons_tructlons and civil works; real estate 1,783,470 470916,637| 472,700,107 0379
services

Commerce, ~ Transportation,  Storage,| 4131 379| 653468,073| 657,599,401 0.632
Accommodation, Food services

Security and investigation services; building

an(_i landscaping services; offlce. management, 498769 37,301,654 37,800,423 1337
office support and other business support

services

Public admmlsjcratlon .and de'fense services; 1701,343 91378512 93,079,856 1.862
compulsory social security services

Education services 1,316,822 72,260,126 73,576,947 1.822
Human health services 1,035,788 71,668,320 72,704,108 1.445
Services provided by member organizations 171,968 9,922,406 10,094,374 1.733
Other speed; Financial, Professional, Scientific,

Technical, Information and Communication| 2,205,487 296,144,120| 298,349,607 0.745
service

Total 18,780,733 3,423,867,791

Source: Calculated using the 2012 [-O Table.

The total change for the sectors was found to be 18,780,733 TL. The highest change in total demand
is seen in the public administration and defense services sector at a rate of 1.86%, in education
services by 1.82%, and in the services provided by the member organizations at a rate of 1.73%.
When we inject this increase in total demand, which occurred after the increase in physical
employment in the economy, into 12 sectors in Micro SAM, the effects were observed. If we look at
the transfer effects according to scenario 1, the biggest effect was experienced in the manufacturing
sector. Construction and construction work in the manufacturing industry sector under the open
loop effect, real estate services and trade, transportation, storage, accommodation, and food services
follow. The three sectors in which external shocks caused the most change in labor demand as an
indirect effect are: public administration and defense services; compulsory social security services;
education services; and human health services. On the other hand, the sector with the highest impact
on capital demand is the manufacturing industry sector. With the direct income transfer that occurs
with the job created, the final household demand will be 874,076,678 TL. As a result of this increase
in demand, the demand for intermediate goods will rise by 166,021,308 TL, employment payments
will rise by 231,460,443 TL, and capital payments will rise by 107,340,514 TL. The income increase
created by the increase in the demand for intermediate goods, labor, and capital will once again
return to the economy as a total of 185,942,895 TL in the form of an increase in demand for
intermediate goods, labor, and capital. These increases in factor demand create an increase in
household income. According to this effect, which we call the household open loop effect, public
administration and defense services are the sectors with the highest increase in household income
in the compulsory social security services sector. If we look at the closed-loop effects, there was a
total demand increase of 47,020,935 TL in all sectors with the increase in household income, and
28,345,997 TL of this was experienced in the Manufacturing Industry sector. For households with at
least one job seeker whose income is between 0 - 30,000 TL per year, a payment of 1 TL by the public
through job creation creates a total increase of 0.968 TL in household income in all sectors. In terms
of sectors, a 1 TL increase is to be made by the public through job creation, 0.7213 TL in the
manufacturing sector, construction and construction works, and real estate services, creating an
increase in the household income of 0.1182 and in the commerce, transportation, storage,
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accommodation, and food services sector of 0.169 TL. This increase in household income will
increase the total final demand by 47,020,935 TL.

The effect of a job given to 370,317 women at the minimum wage level in the second scenario is
shown in Table 5. In this context, the sector where this job is given is public administration and
defense services, which are also used in the other scenario; it is the compulsory social security
services sector, and the employment provided to women in this sector has created a demand change
of 5,282,389 TL in all sectors. Again, the employment created in this sector increased the most in the
manufacturing industry. This increase is followed by sectors such as commerce, transportation,
storage, and accommodation.

Table 5. Supply Side I-O Analysis for Scenario 2 for 2014 Demand Change by Sectors

Total demand/Output change Change Initial level New values | Change rate %
amount

Agriculture 78,989 192,778,277 192,857,266 0.0410

Mining and Quarrying 56,46 108,866,069 108,922,529 0.0519

manufacturing industry 1,368,892 | 1,227,414,077| 1,228,782,969 0.1115

Electricity, gas, steam and air

conditioning;  Water  supply, 165,188|  172,968,788| 173,133,976 0.0955

sewage, waste management and

remediation activities

Constructions and civil works; real 501,63| 470,916,637 471418267 0.1065

estate services

Commerce, Transportation,

Storage, Accommodation, Food 1,162,004 653,468,073 654,630,076 0.1778

services

Security and investigation

services; building and landscaping

services; office management, office 140,287 37,301,654 37,441,941 0.3761

support and other business

support services

public administration and defense

services; compulsory social 478,531 91,378,512 91,857,043 0.5237

security services

Education services 370,378 72,260,126 72,630,503 0.5126

human health services 291,332 71,668,320 71,959,652 0.4065

Services provided by member 48,369 9,922,406 9,970,775 0.4875

organizations

other speed; Financial,

Professional, Scientific, Technical, 620,329  296,144,120| 296,764,449 0.2095

Information and Communication

service

Total 5,282,389 3,410,369,447

Source: Calculated using the 2012 I-O Table.

The effect of this increase in demand on the entire economy. The employment created for women
created a total of 18,067,874 households with an open loop effect. This increase in the income of the
households increased the total demand again with the closed loop effect of 46,721,410 TL.
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6. DISCUSSION AND CONCLUSION

In this study, the social accounting matrix created with 2014 data was used to measure the
applicability of the ELR policy in Turkey. The SAM structure for the Turkish economy in 2014 consists
of production activities, goods, factors of production, institutions, the capital account, and the foreign
world. The production activities account has been aggregated into 12 sectors with the adaptation of
the 2012 I-O table by TURKSTAT to 2014. Labour force and capital account are examples of factors
of production, whereas firms and household accounts are examples of institution accounts. The
household account is differentiated according to the purposes of the scenarios and divided into four
groups for each scenario. The analysis is done with a 35 x 35 matrix with the addition of public sector
private savings, public investments, and the outside world. The income group and gender are
considered in the scenarios to be used. In the scenarios, employment was created on a household
basis. The number of people who will be employed is obtained by dividing the data obtained from
TURKSTAT's SILC with Turkey's Address-Based Population Statistics

According to the findings of the study (scenario 1), every 1 TL spent by the government to create
public employment will result in an increase of 0.968 TL in household income in all sectors, and this
increase will increase the total final demand. This finding indicates that an ELR income and
expenditure multiplier implemented in Turkey will be effective. According to another important
finding of the study (scenario 2), an increase of 1 TL in public expenditures will result in a 3.42 TL
increase in women's household incomes. For Turkey, this finding shows that the ELR program is a
very important policy tool for women's employment, both in terms of income and socially. It is
possible to say that public expenditures for public employment programs in each simulation are
quite low when compared to the GDP of the Turkish economy, so there will be no shortage of financial
resources. The ELR program's low cost and self-financing demonstrate its viability.

The findings obtained as a result of the study support the results of the impact assessment for South
Africa and Greece. Contrary to what mainstream economics suggests, the Employer of Last Resort is
built on a solid theoretical foundation. It should be seen as an important employment policy for
reducing unemployment, ensuring price stability, reorganizing the distribution system, and ensuring
sustainable development and growth. Considering the country examples, studies examining the costs
of ELR policy in countries such as India, Argentina, and South Africa have found that there are
important economic and social consequences despite the costs of the programs. Today, when
capitalist economies fail to create employment, the state needs to develop new employment
strategies for the unemployed and poor. In particular, the global and local crises experienced by the
countries in the last period show the need for ELR type programs. In addition, globalization and
rapidly developing technologies increase unemployment without adequate education. For this, the
ELR policy will employ the unemployed and unemployed workforce and increase flexibility by
supplying them to the private sector when necessary. In order for such a policy to be put into practice,
the concepts of institutionalism, political will, social reconciliation and social dialogue, and social
rights must be filled in. Considering the inadequacy of mainstream economics in solving
unemployment and poverty, employment policies based on social rights should be created by leaving
the logic of social assistance. The ELR policy, which is one of these policies, seems to be applicable
when its economic and social effects are taken into account in a country's examples.
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