WAGE INEQUALITY AND WAGE MOBILITY IN TURKEY!

Aysit Tansel®
Department of Economics Middle East Technical University
06800 Ankara, Turkey
Institute for the Study of Labor (IZA), Bonn, Germany
Economic Research Forum (ERF) Cairo, Egypt

e-mail: atansel@metu.edu.tr

Telephone: +90 312 210 2073
Fax: +90 312 210 7964

Basak Dalgic
Department of Public Finance Hacettepe University
06800 Ankara, Turkey
e-mail: basakcakar@hacettepe.edu.tr
Telephone: +90 312 297 8675
Fax: +90 312 299 2063

Aytekin Giiven
Department of Economics Abant izzet Baysal University
14280 Bolu, Turkey
e-mail: guven_al@ibu.edu.tr
Telephone: +90 374 254 1000
Fax: +90 374 253 4521

' An earlier version of this paper is presented at the 8th Institute for the Study of Labor (1ZA) and World Bank
Conference on Employment and Development, August 22, 2013 in Bonn, Germany. We would like to thank the
participants of this conference for their comments. Thanks are also due to Murat Karakag head of the Labor Statistics
Group and Giillii Calik from Income and Living Conditions division both of the Statistical Institute of Turkey
(TURKSTAT) for their kind help in implementing this study.

? Corresponding author.


mailto:atansel@metu.edu.tr
mailto:basakcakar@hacettepe.edu.tr
mailto:guven_a1@ibu.edu.tr

Abstract

This paper investigates wage inequality and wage mobility in Turkey using the Surveys on
Income and Living Conditions (SILC). This is the first paper that explores wage mobility for
Turkey. It differs from the existing literature by providing analyses of wage inequality and wage
mobility over various socioeconomic groups such as gender, age, education and sector of
economic activity. We first present an overview of the evolution of wages and wage inequality
over the period 2005-2011. Next, we compute several measures of wage mobility and explore the
link between wage inequality and wage mobility. Further, we compute the transition matrices
which show movements of individuals across the wage distribution from one period to another
and investigate the determinants of transition probabilities using a multinomial logit model. The
results show that overall the real wages increased over the study period and wage inequality
exhibits a slight increase. Wage inequality is one of the highest among the European Union (EU)
countries. The wage mobility in Turkey is lower than what is observed in the European Union
countries although it increases as time horizon expands. Wage mobility has an equalizing impact
on the wage distribution, however; this impact is not substantial enough to overcome the high and

persistent wage inequality in Turkey.
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