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THE ECONOMIC IMPACT OF LABOUR MIGRATION
ON THE TURKISH ECONOMY'

i Emin Cartder”
Abstract.. .o LT
This study is mainly designed 10 provide 2 better understanding of
the economic impact of international labour mrigration. on the Turkish
Economy. Following the introduction and a brief review of canses of
ncreasing femporary migration during the Jast 4 decades, complexity of
©measufing beneficial and detrimental effects  of international labour
- migration is analyzed from the scope of both exporting and  importing
* countries in order o get betier insight to the main topic.

. During the 1970's, remittances had been used to finance a growing

" share -of Turkey's imports. Without remittances, Turkey would not have
achieved higher economic growth rae. and increase in its exports
capacities.

The Turkish experience shows that the spending  patterns of migrant

- ‘workers tend to be highly affected by change in national economic

policies notably in foreign exchange rates and interest rate policies. This

study clearly explains that in most migration literature, inflationary impact

- of remittances are exaggerated, and the contribution of durable goods and
housing sectors to economic development and growth is nnder-estimated.

Ozet o
Is¢i Gachindin Tiirk Ekonomisi Uzerindeki Etkisi

Bu caliyma uluslararas: isgi  gociiniin Titk Ekonomisi fizerine
ekonomik etkilerinin daha iyi anlagilmas: icin ele alimmistir. Uluslararas:
isci gbelinfin son 40 yidaki sebeplerinin bir dzeti ve giris kisrmndan

- sonra, ¢sas konuyu daha iyi anlayabilmek icin, isci gociiniin faydah ve
sakincali etkileri ve bu etkilerin karmagikligi hem isci ihrac eden ve hem
de iggl ithal eden ditkeler acismdan incelenmigtir,

1970'lerde Tirkiye'nin ithalatinn biyik bir kusmu, arian bir sekilde
is¢i dovizleri ile finanse edilpigtir. Bu donemde isci dovizleri olmadan
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Turkive'nin eide ettipi vilksek bilyiime hizlarmm ve ihracat kapasitesinin
artinlmasimn gerpeklestiritimesi mimkiin degiidi.

Turk tecriibesi gostermekiedir ki, gtcmen igcilerin harcama yapist

. llkede uygnlanmakta olan iktisat politikalan ve dzellikle doviz kuru ve

faiz  politikalan degismelerinden bityiik  dlgtide etkilenmistir. Gog ile

ilgili bircok yaymnda isci dovizlerinin enflasyonist etkilerinin  abartiddigim

ve bu dévizlerin daha ¢ok ingaat sekiorii ile davamkh titketim mallaring

harcanmasmm  iktisadi kalkommaya ve biiytimeyve etkilerinin veterince
anlagitamadifam, bu aragtrma agrk bir sekilde ortava koymaktadir.

Introduction

One of the world's most important socio-economic events during the past
four decades has been the international figration of labour. The main feature of
this movement has to be its temporary character. This type of migratory
movement was directed not just toward Europe and the Middle East, but also
spilled over into some African, South American and, more recently, to South-
East Asian States.

Before 1974, most temporary labour migration was directed towards
Western  European countries. With the increase in oil prices after 1973, labour
migration to oil-rich Arab countries of the Middle East and North Africa,
increased significantly.

According to World Bank’s World Development Report of 1995 (p.65),
today at least 125 million people live outside their country of origin. From 1965
to 1985 this figure increased from 76 million 1o 105.5 million. In 1985 foreign
born population reached 23 million in Europe, 20,4 million in North Africa, 13,4
million in Middle East and North Africa (MENA) Region, 26,7 million in
Southrand South-East Asia, and 11.3 million in Sub-Saharan Africa.

Migrants today increasingly go from less to more developed countries
and their length of stay in the host countries is becoming shorter, because they
are temporary migrants. This is due to the fact that the majority of them is
whether illegal migrants or seasonal workers or contract workers,

However, a few countries such as Guif countries, Libya and
Switzerland have succeeded in keeping workers temporarily, but more often such
schemes have tended to become permanent as they have i France and
Germany.
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{a) Scope and Purpose

This study, covering the period from 1961199515 designed to provide
a better understanding of the economic impact of this iternational Tabour
migration on the Turkish Economy. The research focuses mostly on mécfo~
economic aspects and impacts rather than micro-analysis, T

(b} Meihod and Problems

Quantitative analysis of economic impact of international labour
migration is severely limited for the following reasons: Firstly, fhere is lack
of adequate data on the subject, Secondly, the migratory movement has not
only static and first-order effects, but dynamic and second-order effects as é;fire_ll.
Quantitative measurement of costs and benefits of dynamic and second-order
effects is presently beyond the capabilities of the social sciences. . Our study,
then, is based on qualitative assessment, which  require certain assumptions
and mvolve  value judgements especialty in the interpretation of the available
data. S
The economic analysis of manpower mvolves a number of disciplines

including international economics, labour economics and  financial economic

analysis.”  Ideally, the subject requires an mter-disciphinary approach: a
comprehensive view would require at least am economic, technological,
sociological, demographic and political study. A more " modest undertaking is
attempted here, the primary focuds is that of 3 political economist. '

n this Stud)",- after brief intmduction‘*of“objectives, “method and
problems of this research, Section 1 mcludes the definition of femporary
~ migrant workers, as 'well as a discussion on pull and piish factors.

Section 2 provides a provisional - framework for enumerating the potential
costs and benefits of international manpower migration from various pomts of
view. ' Favourable and adverse effects of labour migration on labour importing
and exporting nations, on private firms and on individualis are studied. -

" Section 3 foéﬁséél on ";che general trend in feﬁﬁttanéas-iénd thé. éﬁ‘ect of
remitted eamings on the balances of payment, mvesiment, industrial growth, and
the level of prices in Turkey. At the end of this section, a summary of major

findings and conclusions are also presented.
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I- An Overview
{a) Temporary Migrant Workers

From the individual worker's viewpoint, labour migration can be seen as a
temporary emigration, even though, as a phenomenon, the practice of migration
may continue for many years. Information concerning the migrant workers
average duration of stay in labour importing countries is scanty. But, temporary
migrants may stay as jong as 5 to 10 or ewn 20 years, and more. For
example, it was estimated, in 1975, in Kuwait, the averaged duration of stay for
the Palestimian -Jordanian migrants was 7.8 years (S.E. Torahim 1982, p.25).
According to our observations, the length of stay for migrant workers in host
countries depends upon the country of destination, the social background of the
individual migrant and his nationality. For example, length of stay of Turkish
workers in European countries varies from 10 to 25 years or more, but in the
MENA region only a few years.

Usually, a migrant worker tends to increase his stay in the labour
importing country beyond his origimal intention, after arrival. Even if true
mtentions were known at the beginning of emigration, the worker, employer or
nations involved may change their minds and policies (M.P. Miracle and S.S.
Berry 19706, p.88).

Initially, a worker ammives with a set of demands, expectations and
preferences. These change as he settles into his new environment and becomes
accustomed to relatively higher wages. There are many factors, like these,
wiich contribute to the migrant workers' tendency to prolong their length of
stay abroad. Whatever the motivation, there is no doubt that many workers
stay on longer than originally mtended.

As can be seen from the above figures, the type of migration included in
this study is a new type of emigration, which is different from the traditional
migration. Traditional migration involved movements from rural areas to urban
centers or from Europe to North America in the 19th, and early 20th century.
However, economic motivation and increased mobility are two salient features
of the temporary migration in the last four decades. The temporary migrant can
be defined here zs a2 worker not possessing the citizenship of the country in
which he is employed.

() The Puill-Push Factors and Labousr Markets,
(aa) The Pull Factors

The major pull factor for the migrant worker is determined by the wage
he will receive in the host country. The nominal wage differential between
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“* labour exporting and importing countries may be enormous, usually five to ten
times. The second factor is the relatively easy immigration policy which was
- effect by European countries until 1974 and in the Middle Eastem countries
until 1980. Other factors, such asthe freedom of speech and press in-European
countries can be viewed as pull factors. It has been stated that even the
availability of low priced consumer durabie goods may be a pull factor.

{bh) Pusk Factors

Economic motivation is one of the major push factors to emigrate;
predominantly unemployment aud underemployment, overpopulation  and
sometimes political instability also are key factors in the decision to emigrate.
However, many empirical studies of intemational labour ngration indicate that
the single most important push factor is the. wate diffefence between the Iabour

exporting and importing countries, -

(cc} Structure of Labour Market

Even though pull and push factors are known, m reality, the stroctore of
the labour markst is far from competitive. In other words, the intemational
migratory movement appears to be a one -sided "buyers' market."

During the 1961-1973 period, Turkish migrant workers are chosen
through a set of strict health and skill requirements establishied by the physicians
and professional employment evaluators  who are “from the host countries'
public and private sectors, ‘

2- Complexity of Measuring  Beneficial and :
Detrimental Impacts of Labour Migration

In some cases, the number of migrants, their skill composition, and their
nationalities has been changing rapidly. For example, the demand for
temporary migrant workers in the Gulf countries increased sharply during the
1970-1982 period In addition, after the 1991 Guif ‘War the migrant
population in the Gulf States changed drastically. Because, one million
Egyptians left fraq, 800.000 Yemenis left Saud Arabia and about 500.000
Palestinian and Jordanian workers were replaced by Asians and Egyptians i
Kuwait (World Bank, 1995 p.65). In order to understand and analyze these
changes, this subject also requires constant updating as to its effects.

Generally, the ,'.‘temporarjs}" natare of migratjén--tcaﬂ be defined as the
worker who leaves his family for work in another country. His departure to this
new country arises, in general, not to adopt a new country, but because of his
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desire for a better lifs (a new home, better education for his children, etc.)
through higher wages. Of course, this definition is only true from the individual
migrant's pomt of view. As can be seen from the Chari-l, for the purpose of this
study, the "temporary” nature of the flow of manpower involves other factors:
the coincidence of wants and desires of the individual workers; the foreign
employer, the competing groups in the receiving country; and, most
irmportantly, the effects of migration on the importing and exporting countries.

There are many relationships involved in these human labour flows. Chart-I
shows twelve major mdividuals, groups and institutions, including international,
national and local communities which are affected.

CHART I

Some Persons and Institutions Affected by International
Manpower Migraiion

INTERNATIONAL COMMUNITY

OIC And EU Members
Labeur-Exporting Nations Labour-Tmporting Nations
i I
Indusiries And Firms ' Industries And Firms
{Whick Lose Workers) (Which Gain Workers)
] H
Migrant Labour Indigenous Labour
1 ] .
Non-Migrant Labour Non-Competing Groups
1 ]
Future Workers o Future Workers
{Their Children) - (Their Children) ...
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() Effects of Labour Migration o;r} the Labour-Exporting Nations and
Firms

{aa) Benefiis

Migration generally leads to important gains for the Iabour exporing couniry,
mainly throngh remittances. As in the cases of Jordan, Yemen, the West Bank
and Gaza femittances represent between 10 to 50 percent of GNP; ratios of
remittances 1o exports can reach as high as 25 to 50 percent in Bangladesh,
Egypt, Greece, Morocco, Paldstan Portugal, Sudan and Turkey. Remittances
can mcrease mvestment in  rural areas and construction sector i the sending
countries and thereby boosting the demand for unskilled workers. In addition,
the major part of national currency. counterpart. of the remittances is the only
workers' incoms that has been spent on durable goods. This type of consumption
pattem of migrants cannot be considered harmful, because it has been useful in

creating demand for local industry. -+ -
bd) Cosis .- 7

An assessment of the costs of emigration should begin with the loss of
human resources on a seasonal, temporary, or permanent basis. Whether or not,
there is a net loss of production at home which depends wupon the ease of
substitution or replacement. N : : o

If a replacement can be readily found from the ranks of the wnemployed
or from persons whose jobs could promptly be filled from a pool of
unempioyed persons, there would be no necessary decline in production.
Nevertheless, any loss of skilled workers creates high labour tumover costs for
enterprises. I skitled workers migrate for higher pay, replacements may be only
mmperfect substitutes characterized by lowsr marginal physical productivity.
Then, Iabour costs per wmit of output increase as the quality of labour mputs
decreases. : .

In fact, majority of semi-skilled and skilled workers have gained their skills
largely through -on-the-job training in an apprentice capacity. For example,
tailors, mechanics, welders, * carpenters, masons, plumbers, drivers, typists,
cooks, etc. have leamned their sldlls in short periods. It takes a few months for
an unskilled worker to become semi-skilled, and about two vears to become fully
skilled.  Therefore, the continuation of semi-skilled and skilled workers'
migration is not likely to create any significant supply bottlenecks for a majorty
of labour exporting countries, when Gutflow is not sudden and large. In fact, the..,
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stock of temporary emigrants is still only a small fraction of the total labour
forces of major sending countries.

(&) Effect of the Labour Importing Nation and Firm
{az) Benefits

From the second half of 1950s in Northern Eurcpean countries, and since
1973 m the oil-rich Arab countries manpower constraints became a critical
issue for  rapid economic development. In both regions, the majority of
expatriates were involved in the comstruction and production industries.
However, capital-rich Arab States have been faced not only with quantitative
manpower shortages, but also with the Iack of skilled workers.

Both. in Europe and Middle Eastem labour-receiving countries, a large
percentage of migrant workers are employed i low-skilled jobs throughout
industry, especially in assembly-line jobs, construction labour and cleaning jobs
which are usually not acceptable to national workers. Therefore, migrant workers
perform tasks which would otherwise not be done by indigenous workers.

{bb) Cosis

The biggest risk, perhaps, to labour receiving nations seems to be their
mcreasing reliance on foreign labour and the concomitant ( and growling) outflow
of foreign exchange eamings by migrant workers. Increasing reliance on
expatriate labour might also create social and political tensions.

In balance, however, the acceptance of large numbers of foreign migrant
workers by firms in labour receiving nations shows that they will receive net
gains from such employment.

(c} Effects on Mgr&nt_ and Non-migrant Labour and Their Dependents
{(ea) Socio-economic Benefits

As can be seen from the Section-1 of this study, economic motivations
dominate the decistons of the bulk of recent temporary migrations. In addition to
net  disposable income, there are other economic gains which include the
experience, the acquisition of skills and language, the understanding of different
societies and cultures, and insights into new ways of living. Explicit and mplicit
gains, both monetary and psychic, are difficult to measure. It is also possible that
much of the knowledge and skills gained abroad might have little direct value at
home in the future. :
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The worker hopes to protect his savings from the ravages of mflation by
investing them in real estate and family-operated commercial -and mdustnal _
shops. Many returning migrants bring back automobiles, and durable consumer
goeds with the itent to resell them for wealth accumulation. In these ways the
retumee  hopes o increase his  socic-economic position. The retumee gains
prestige among  his. neighbours by virtue of his newly acquived wealth and
retirement security. He  bas a better financial base from which he can . finance.
educational and business opportunities for his children and refatives.

(b8) Nop-migrant Workers

Emigration creates external econornies and diseconomies for non-migrant -
workers who are left behind in the home country. Jobs are left vacant by the
migration labour. If unemployed or underemployved workers can be upgraded to
fill these vacancies, income will increase for those gaming useful employment.
The capital avallable for the reduced labour force increases the possible
productivity of those left behind. The relative reduction in the labour pool
mught alse push up wages if there is relatively little unemployment among those
m the same line of work. For example m many labour exporting countries, real
wages of skilled workers in certain occupations have been mcreased rapidly as a
result of external migration.

( ec) Socio-economic and Psychic Costs

Migrant workers often suffer great losses and hardsl‘ups Whlie ab oad
they suffer loss of national and communal social status and separation from
their own environment and families. Divorce rates generally increase. Children
lack their parents’ attention and care, although this problem is less severein
extended family cultures which prevail in much of the developing world.

So far, we have tried to analyze both the beneficial and  detrimental
aspects of labour migration. However, the dynamics of the phenomenon cannot
be calculated quantitatively with any accuracy, because there are so many
changing factors involved. Short—tenn stabibzing factors can guickly become
destabilizing as the socio-economic rate of change guickens or as the
envifonment within both labour fmporting and exporting countries transforms.’

3- The Turkish Case

" Turkish labour migration started after ﬂie recruitment agreements which
were® signed with the Wesiern European cotmtries during the first half of
1960's. Turkey signed these agreeménts with the Federal. Republlc of Gerfnaiy

! For further evaluation of Charl-1, See E. Ganikgt 1975, pp. 40-69.
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in 1961, with Austria, Belgium and the Netherlands in 1964, with Fravece in
1965 and with Sweden in 1967 (A. Gokdere, 1978, p.275). As a result of these
agreements, until 1974, Turkish labour emigration rapidly increased to Western
European Countries, mainly to West Germany.,

Second wave of Turkish migration was to the Middle East and North
Africa (MENA region) during the 1980's as a result of rise in activities of
Turkish construction companies in this region.

Third phase of migration started in early 1990's and going on to CIS
(Commonwealth of Independent States) countries due fo activities of Turkish
construction companies shifted from MENA region to CIS countries, mainly
to Russia and Central Asian Turkish Republics.

{a) Flows and Stocks of Turkisk M’z‘gmnts by Countries

The actual number of Turkish workers in both Europe and the MENA
region is unknown. This is due to the fact that the calculation is complicated by
the lack of mformation about returnees. Often retumees re-emigrate after using
up théir savings. Very often their aspirations have changed during their first
tour abroad. Of course, the largest gap in official statistics concerns "illegal”
migrants or workers abroad who have only tourists passports. Some of the
second or third generation of migrants in Europe or those people who hawe
emigrated might not be recorded officially. :

Table-1-
Turkish Labour Emigration Te Western European Countries For The Years
1961-19%5

Years Germany | Frapce | Austria Netherlands Belgium Switzetland [ Yotad
1961-1867 | 175,180 &8 5547 | - ©646 | 137 719 | 203107
1968 41,408 - 573 875 - 57 | 43054

(28 88142 181 973 3.40¢ - 183 | 102.893
1870 96038 | 90%8 | 10822 4843 421 1598 | 123465
1971 65684 | 7.897 4620 4853 583 1342 84572
1872 65575 | 10.810 3,472 744 113 1312 83125
1973, 165753 | 17544 7.083 1.994 755 1106 | 131788
1974 1128 | 10677 2501 1503 555 770 17.134
15751991 2.507 81 3.763 503 329 3451 17.134
1852 1885 21 738 21 7 52 2,025
1993 1998 g & 12 2 2 2135
1504 2.032 7 10 12 1 12 2,085
1695 2.246 3 16 3 1 18 2.307
TOTAL ”

1961-1995 | G626 | 66,983 |  40.600 26423 | j6.204 16696 | 616253

Sources: Dosuments Of Turkish Employment (TES) and Turiish Ministry OF Labzur and Social Security;
Y.Z. Irbeg, (290 Ootober 1993) .11, S e
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Despite these difficukties, official Tur}czah ﬁgures have proved rehab]e
data on the outflow of migrate workers. The'last column of Table 1 shows
that the peak years of Turkish migration to Europe were 1969, 1970 and 1973
when 102,893; 123,466, 131,788 workers emigrated o Westem European
countries, notably to West Germany. These numbers declined to 17,134 1n
1974 and around 2000 during the first half of the 1990's. Table also shows
that dormg the 1975-1991 peniod only 17,134 workers enigrated to Europe.

The last row of Table 1 shows that from 1991 to 1995 more than §15
thousand Turkish workers officially emigrated to European countries. Out of
this total about &2 percent (666 thousand) emigrated to West Germany,
7 percent to France, 5 percent to Austria, 3.2 percent to the Netherlands,
2 percent fo Belgium and only 1.4 percent to Switzerland.

Turkish migration to the MENA region started during the second half of
1970 and accelerated inthe 1980's, but sharply declined in the 1990%. The
acceleration of labeur migraﬁun from Turkey to this region during the 1980'
was mainly caused by the increase in Turkish constmctlon companies” activities,
primarily in Libya and Saudi Arabia.”

As can be seen from Table-2, from 198110 1992, each year 40 thousand
to 55 thousand Turkish workers emigrated to MENA region, mostly to Saudi
Arabia. After the Gulf War of 1991 Twrkish migration to Iraq disappeared,
labor movement from Turkey to Libyva and Saudi Arabia also rapidly
decreased during the last 3-4 years.

From 1980 to 1983, the pumber of Turkish construction companies
working 1n Libya mcreased from 34 io 105 and in Saudi Arabia from 13 to
109. Their contracts value have increased from 3.5 billion to 14 billion dollars
durmg the four years period {E.,Carkel, 1987, p.16)

In general, Turkish companies prefer to employ Turkish workers abroad.
In the early 1980's, on the average, more than 65 percent of all Turkish
migrants in the Middle East were employed by contracting companies operating
mn Libya and Saudi Arabia. Today, they hold contracts valued at less than 3
bilhon dollars. As a result, Turklsh tmgraﬂon to these countries declined
during the recent iyears:

For this reason, Turkish labour Imgrataon o bGﬂl European countries
and 10 MENA region is declining. Bif, m Eumpean case, Turkish migrant
populatmn and Turkish: workers continue to increase. Even though, after 1974,
direct migration from Turkey to European countries almost stopped, indirect
migration. or so-called second or third generation migration continued. This
type of emigration almost neutralized the number of refumed migrants. For
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example, in 1981, 123,852 resident foreigners m West Germany were issued
work permits for first employment. Out of this total 40,456 or 48,8 percent
were Turkish nationals, who started to work for the first time in that country
(SOPEMI 1982, p.68).

Table-2
Turkish Labour Emigrotion To Irak And Saudi Arabia For The Years
1967-1995

YEARS IRAQ LBYA | SAUDIARABIA TOTAL
1867-1979 . - 34.285 21.803 55880
1980 - 15.080 5.643 20.733
1931 10,467 30.657 14.378 55513
1282 8.808 26.886 12.325 47.917
1883 7.367 23,282 20.239 50.887
1984 2430 16.410 25985 45,825
1985 1.612 8.680 35.057 46.359
1886 2,160 8.381 23.771 34312
1987 1.729 10.988 27.109 39.824
1988 3.717 13.194 34.645 51.556
1889 2.549 12.608 32313 47.478
990 1274 8.608 33.077 42.957
1981 - 4728 40.722 45510
1592 - 2432 46.467 48859
1983 - 2,545 35.826 38375
1994 - 1.868 13.050 14.912
1995 - 1.753 14.529 16.262
TOTAL

1867-1985 42211 23.217 435,815 702242

Source: Docuraants Of Turkish Emplayment (TES) and Turksh Ainistry OF Labour
) and Sosial Security; Y.Z. Irbeg, (29th Cctaber 1993) P.8.

As of May 31, 1984 in West Germany, the number of Turkish workers
were 542.5 thousand. Including their family members, this number reached
t0 623.7 thousand. The total Turkish population in West Germany was at
that time one million and 552 thousand. (E.,Carikey, 1987, Table 11 on p.32)

From May 1984 to September 1996 in Germany the number of Turkish
workers increased from 542.5 thousand to 742.6 thousand, and the number of
Turldsh citizens increased from 1.5 million on to about 2 million {See Table-3).
This means that, the number of retumed migrants is more than balanced by
second or third generation migrants.

As can be seen from last row of Table-3, teday, there are over 1.3 million
Turkish workers abroad (this number was only one million in May, 1984},
Together with their family members, the number of Turkish citizens residing
abroad is close to 3.4 million (This number was 2.4 million in May 1984).
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First colurn of the Table shows that, in September 1996, close t0 2,9
million Turkish citizens resided in EU countries, and close to 3 million in
Eurcpean countries {close to 2 million in Germany}, 145 thousand in MENA.
region, 170 thousand i North America, 40 fhausand and 50 thousand in CEQ
countries and Australis respectively. ’

Table-3
Destination And Stock Of Turkish Citizens And Magrant Workers
By Countries September 1996 )

COUNTRIES NUMBER OF MNUMBER OF UINERMPLOYED
s . CITIZENS WORKERS WORKERS
2) EU Gountries K
(Germany 1956577 42568 ;- -1 171228
France Z83.000 102.900 L 27.088
Nethatands 265783 B4.500 34584
Ausiria 150.000 51,297 5,804
Baigium BE.303 26.764 10.578
Sweden 5248 24 800 ) -
United Kingdom 51.380 15,748 ~
Denmark 34,867 14,445 7.330
haty 15.000 5 000 -
Fintand 1.800 1.400 -
Spain 848 50D -
Lixembourg 220 23] -
ELTOTAL 2.873.81€ 1.068.878 256.713
k) Other European
-Switzeriang 78,815 35.828 6824 |-
Norway 10.000 £.000 -
Liechienstsin , 528 308
Other Eurdpean TOTAL 89,143 42,134 - 5.824
EURDOPEAN TOTAL 25827 259 1.112. 412 263.537
c) BIDDLE BAST AND NORTH
AFRICA (MENA REGION)
Saudi Arabia ) 130,000 120.000 x
LUibya 6238 5.802
Kuwait B.500 3.300
Jardan 1.591 - 200 L
ratar 400 400 -1
Northermn Cyprus : 6,308 634
"1 srael 4,114 4174 -
" MENATOTAL . 145841 140.124 834
o} Gtiver Counfries e )
USA 135.000 Ul
Canada as.ohu | - -
CIS (Russia and Others) 40.000 40000 -
Ausiralia w 49,375 31,000 4.042
South Aftican Republic 506 259 )
Other Totzl 2558 375 : 71.2580 1. 4.042
Overall Total 3.368.675 1.323.488 ' 268.213

" (% lnciuding Unemployed Workers
L. Souege; Unpnhllshed Drata, Pro\nded by The Mlnist(y Df Labour nd Sacral Secunty in Cotober 1936
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As mentioned, today, number of Turkish workers abroad reached to 1,3
million. Out of this total, over 1.1 million work in European countries (743
thousands n Germany) 140 thousand in MENA region (120 thousand in Saudi
Arabia), 40 thousands in CIS, 31 thousands in Australia and 71 thousands in
other countries. Table also indicates that Turkish workers in CIS countries, in
Saudi Arabia and in Libya are working almost without their families.

Table-4 clearly shows that in  1990%, Saudi Avabiz and IS countries
have been the major labour importing countries for the Turkish workers with
reference to the last five vears.

Table -4
Annual Flow Of Turkish Labour Emigration And Their Destination
During The Period Of 1991-1995

OODUNTRIES 19581 1992 1893 1884 1895 TOTAL
GERMANY 45 1.885 1.892 2032 2248 a.011
AUSTRALIA 303 208 166 138 248 1.084
AUSTRIA 315 238 82 10 16 882
BELGIURW 2 7 2 1. 1 13
FRAMCE 33 21 8 17 13 82
NETHERLANDS 22 21 12 12 13 80
SWITZERLAND 68 &2 32 13 18 178
SAUDIARABIA ~ 40,782 | 46487 ; 35826 [ 13.050 14.529 150.624
LIBYA 4.728 2432 2549 1.850 1.753 13.312
CIS { Russia and 4595 8708 | 21323 | 41.837 35731 116,284
others) .

Others ~ 2.020 2.180 1.285 2185 4.915 12525
TOTAL 2015 | 60000 | 832684 | 61126 58.481 296,586

Source: Unpublished Dai'a Provided by The Minisiry Of Labour and Secial Security in Qcteber 1995,

The Table also shows that, during the 1991-1995 period, annual flow of
Turkish migrants was around 60 thousand and total number reached to 300
thousand. But, out of this total 50 percent emigrated to Saudi Arabia, and
almost one-third to CIS countries,

(b} Skill Composition of the Turkish Migrants
" (ua) European Destinations

As we have mentioned before, the anmual Turkish Aimmigration to
European countries reached its highest level in 1973 with 80 percent of those
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Turidsh workers being employed in West Germany that same year, The
majority of all Turkish workers in West Germany were employed in the iron and
metal producig industries (37 percent), and in manvfacturing and processing
industries. Only 15 percent of all Turkish workers were employed in the
construction industry and 12 percent n services. (E. Cankoer, 19753, pp.19-22).

Since the majority of Turkish migrants were employed it the masi-
production sectors, their qualifications were mostly unskilled or semi-skilied.
For example, a 1972 German Labour Survey showed that only 13 percent of
Turkish workers were doing skilled work, 47 percent were classified as filling
semi-skilied jobs and 40 percent were as unskilied labourers. (BfA, 1973, p.68).
However, migrant workers are often underemployed i jobs which could be
filled by wnskilled labour. Because of higher wage rates in labour Importing.
countries and the selectivity of the migration process, many skilled workers have
besn employed as unskilled labour in these countries. Because of these practices,
n general we can state #hat close to 50 percent of Turkish migrants are skilleg
workers in Europe.

(bb) Middie Eastern Destinations

Turkish Companies employed more skilled labour in the Middle Eastern
countries. For example, according to the nnpublished but official estimates of
the Turldsh Employment Service (TES), in 1982, 48515 workers officially
imrnigrated to the Middle Eastern countries, Out of this total 32,390 Turkish
workers have been employed by Turkish companies, whereas 15,516 or one-
third were employed in foreign companies. Again, out of this total, 70 percent
were skifled, 27 percent unskilled, 2 percent were professional (engineers and
technicians), and only one percent were semi-skilled labourers (TES, 1983, p.63).

The skilled composition of the 1983 Turkish migrants within European is
very low (24.7 percent), whereas i the Middle Eastern countries it is very high
{65.9 percent).

The differences in the characteristics of Turkish migrants in European and
Middle Eastern countries can be summarized as follows. In the European
countries, Turkish migrants continue to be made up of mostly semi-skilled and
unskilled workers, leaving Turkey with their families for an mdefinite period.
However in the Arab coantries 66 percent are skilled workers, almost all of them
men, and recruited for a short period of time ({TES, 1983, p.64).
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¢- Workers' Remiitances, Balence of Payment and
Industrial Growth

During the 1970's and first part of 1980's foreign exchange bottleneck
have become the most acute constraint on  sustained economic growth for many
developing countries. During those years the world witnessed two recessions i
1974-1975 and 1980-1983 as a result of the first and second oil shocks of 1973
and 1979-1980. Neo-protectionist policies m industrialized countries resulted in
slower growth of export earnings for developing countries.

Because of limitations to growth of foreign exchange earnings through
exports, foreign borrowing, and capital mflow, many developing nations have
abandoned planned high growth rates in order to reduce their trade deficits.
However, Turkey was able to increase its import capacitiss through workers
remittances during that period.

Increase in imports is needad not only for investment purposes but also for
the production of goods which require imported items. The import component
of exports goods forces each nation's import 1o grow.

. As we bave seen in Table-l, the migratory movement from Tarkey
toward the Eoropean countries reached both its annual and comulative peak in
1973. Turkish workers' remiftances also increased accordingly. This figure
rose dramaticaily from the late sixties' level of aroimd US$ 100 million to-
273 million iz 1970, 740 million in 1972 and 1.5 billion in 1974.

Afier 1970, remittances showed a sharp rise, and imports which wers
strictly controlled by the government were allowed to expand. In Turkey,
consumer goods were held to 5 percent or less of the total imports for the first
half of the 1970's. During this period, 25 percent of all export eamings’ was
spent om Investment goods and raw materials. In terms of fixed pnces of 1968,
industrial production ross by "11.7 percent in 1972, 13.4 percent in 1973 and 8.1
percent:in 1974, As a resulf, the export capacity of Turkey was increased from
588 miilion in 1970 to over $1.5 billion in 1974. :

- The ifluence of workers' remittances on Turkish import and export
capacities 1and: on - industrial growth was relatively more important during the
1970's than it has béen in the 1980's and first half of 1990's. In the 1970's the
size of remittances was close to the size of commodity -export earnings.

As can be seen from the last two columns of the Table-5, during the
1572-1975 peniod, ratio of remittances to exports and trade deficit mereased
substantially. The main reason for the decline m remittances (R) and these



#.0. Ikiisadi ve ldari Bilimier Fakiites! Dergisi . 47

ratios from 1976 1o 1978 Was 'th\. overvaluaﬁon of’ the Turkish Hra . Durmg
this period some part of K were. transfe:fred through unofﬁcxal channeis o

In January 1980 Turkish mdusmahzanon policy shlﬁ,ed ﬁ'om import
substitution to export oriested policies. Main devices of this “ policy- WETE
implementation of realistic -exchange rate and interest rate policies and
liberalization of foreign frade regime continuounsly. As a result, Turkish exports
(X) eamings increased very rapidly from 2.9 billion dollars in 1980 to 13.6
biltion m 1990 and about 22 billion dollars in 1995, Worker R have also
reached to around 3 billion dollar during the first part of 1990, but
importance of Rhbas declined substantialty by lowenng R/X mtzoto less than
20 percent during the 1993- 1995 period.

T abie-ﬁ' ‘
ij‘iaai Remiittances And Turkish Balance of 1 rade Ttepns Wdﬁon $ and %)
YEAR Remittances impors Exports Trede Defoits | {TM(4) {1344)
M @) ) @ %) )

554 9 ~537 | - 411 =126 L 22 7.4
15985 70 Ere e ~ o108 51 [
1986 T I8 | 250 228 255 e
1957 2 25 575 qez i7a 574
1568 107 764 45 262 76 389
1958 141 201 537 264 253 T34
870 s 848 g8s 350 46.4 758
1571 71 3171 & 454 856 w53
1572 740 ABE | wms [ 578 0 059
1575 1183 2085 357 T e 838 1538
1374 31426 BT | - iia2 45 3.1 w85
575 1313 &7E 40T 3338 937 =3
57¢ 855 5128 1960 268 0.2 316 )
977 527 E75s 1753 T 550 243
1575 583 565 2288 e 3.0 55
1578 7654 oS ! 2508 745 TEGE
1680 ~7071 70 2510 4553 712 A4
1581 2480 T 4705 4330 E29 E)
1552 2140 8518 880 2676 2D B4
1553 1513 2825 5805 5950 256 "EDE
1884 1807 1eEz 7aE9 2542 245 B1.4
1985 74| 11230 B255 2975 208 576
1886 = 10664 75ES .3081 216 £50
TR 2024 13551 o3z 3596 | e &23
1985 L. 1776 33706 828 | ATTT 48 1. ooo
1588 3040 ~15898 iT7eh | 4218 T8 X
[T 218 2098 13872 Ta28 | 2hE i . 703
155 - 008 23052 14851 8191 202 367
1553 25 27Tz 15610 4162 87 205
T R > R -l A Y L Y - - X
1595 Rz N L T S R P X N 5
TOVAL | asves | _ Average 458 | Be4

Source: A Giidure, 1995 SOPEM! Raport: Turksy P. 37 aﬁﬂ SPO Bmin Emsmmc mdluwtnr: Sepambar 1996,
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- However, the last row of the Table shows that, from 1964 t¢ 1995
officially transferred remittances totaled as 48,7 billion dollars. Before 1980,
some part of R were transferred  though unofficial channels. This means that
actual figure must be more than 60 billion dollars.

In addition, during the 1964 to 1995 pericd, on the average, workers’®
remittances financed 56.4 percent of Turkish Balance of Trade Deficits and
reached to 42.8 percent of Turkish export earnings.

After 1980 Turkish workers were able to open the “foreign exchange
deposits account with credit letter” (FEDA-CL) in the Turkish Central Bank or
in the name of the Central Bank. These FEDA-CL deposits allow for the
retention of foreign exchange savings or the free transfer of funds into or
outside of Turkey. In addition, they receive nearly two to four percent
premium over LIBOR rates. The inflow of workers' foreign exchange savings
to these accounts was 433 million dollars in 1983, but climbed to around 10
billion doliars in October 1996.

Even though they have been recorded as 2 short-term capital inflow to the
Turkish balance of payments, we can easily consider them as a different form
of workers' remittances. In reality, FEDA-CL accounts will sooner or later be
converted to Turkish Lira by their depositors. If we add these savings to the
last 15 years' figures, actual remittances would have been much more than
officially recorded. In Gctober 1996, ome of the Turkish Central Bank authority
told me that "through this account Turkish Government is gaining about one
billion dollars of fresh foreign exchange each vear. This means that annual
contribution of Turkish migrants to the Balance of Payments is not less than 4
bilhion doltars during the mid-1990’%.

d- Workers' Remittances, Housing Construction and Inflation

In addition to beneficial aspects of workers' remittances, it has been
clammed that remittances have had an inflationary effect on national economies.
Since workers' remittances create additional demand in the country for durable
consumer goods, they tend to pull up price lewels or create demand-puli
inflation. Moreover, speculation in land and housing tend to create demands on
resources which might better be devoted to new and more productive
investment (Serageldin and Sinclair 1983, pp.87-90; Birks and Smnclair, 1980pp.
102-104; P.L Martin, 1991, p.5).

Ifthe purchases of durable goods and the increase in housing construction
are considered unproductive spending, then such expenditures add little to the
country's capacity to produce an increased supply of goods in the future. In this
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regard, the main impact of such expenditures can be considered a5 unproductive
and inflationary. However, are these assumptions true?. In. every country,
especially in a developing one, the car and housing industries have a substantial
amonnt of backward and forward linkage effects on internal ‘{domsstic)
economic development.

 Construction serves as an engine of growth i the least (relatively less)
developed countries. Because, this sector absorbs larger numbers of wnskilled,
semi-skilled workers, and serves as a "port of entry" for the rural Jabour force to
the mdustrial labour force. } can also provide on-the-job training I has also '
been concluded that one unit increase in the final demand for housing can lead
to at least two units of aggregate output in the economy as a whole, becanse
this type of comstruction creates demand for the production of building and
furniture materials, {(Shaw, 1983, p.45) S o _

During the 1970's, Turkish authorities and academicians believed'thgtr
housmg construction was wmproductive. But as the result of decline in housing
construction economic growth has been declined and tmemployment rate

increased. Then it was realized that activities in the housing sector had been ..

affecting more than 100 segments of the economy which provided inputs to the
construction of buildings and their furnishing. {E.Carikei, 1987, p.53)

In Turkey, during the last decade speculation on land and housing almost
disappeared Remittances have been kept mostly in the form of time deposits in
pational currency or foreign currency. Part of workers' remittances confinue to
be spent on housing, but this time not for speculation bt for migraunts' farmily
deeds.  The main stimulate for the change in spending patterns were  the
implementation of the realistic exchange and interest rate policies during the
period. ' T '

In order to evaluate the economic impact of remittarices, we must pay,
attention not only to the spending patterns of migrants or retumed migrants, but - -
also to how remittances have been used by individual governments. It appears to
me, 10 writer has fully investigated the dual role played by remittances for both
the labour-sending nation and the migrant. Earnings officially remitted can be
spent twice on the first round The government has the for ign exchange which
can be rationed for scare imports necessary for investment growth, and the
migrant can use his national currency account or banknotes for his own domestic
spendmg, ' '
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Conclusions

The study on the economic impact of temporary  labour migration
mvolves the analysis and better understanding of a multiplicity of complex
relationships i the social, economic and political structures of the labour
exporting and importing nations. A major obstacle to a comprehensive analysis
of manpower flows and involved relationships is the lack of standard and
adequate data. :

A temporary migrant worker is defined as a migrant who does not
possess the citizenship of the country in which he is employed. The aim of the
migrant is to stay in the host country . As a result of changes in their
expectations and  aspirations while living in the host countries, the
overwhelming majority of migrant workers have been staying longer than
originally expected.

The common major pull and push factor of the temporary migration is
identified as the wage differential between the two countries, Other push factors
are shown to be unemployment, underemployment, overpopulation, and political
instability. The structure of international labour markets can be classified as 2
one-sided "buyers' market".

During the 1970's, size of the workers' remittances was close to the size
of the commodity export earnings of Turkey. During this period, remittances
had been used to finance a growmg share of its imports. Without these
substantial remittances, Turkey would not have - achieved higher economic
growth rates, and increase in its exports capacities. :

In addition to the beneficial aspect of remittances, it has been claimed
that remittances have inflationary effects. This study shows that the validity of
this assertion is questionable. The Turkish experience shows that the spending
pattemns of migrant workers tend to be highly affected by change in national
‘economic policies, notably i foreign exchange rates and interest rate policies.

~ Finally, this study concludes that in most migration !itérature,
mnflationary mpact of remittances are exaggerated, and the contribution of
durable goods and housing sectors 1o econornic development is under-estimated.
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