ESSAYS ON

ECONOMICS &
POLITICAL ECONOMY

EDITORS
SEVKET ALPER KOG
ISMAIL SIRINER




ESSAYS ON
ECONOMICS &
POLITICAL ECONOMY

Editors
Sevket Alper Kog
Ismail Siriner



ESSAYS ON ECONOMICS & POLITICAL ECONOMY
Editors: Sevket Apler Kog, Ismail Siriner

PUBLICATION

London ijopec.co.uk Istanbul

IJOPEC Publication Limited www.ijopec.co.uk

60 Westmeade Close Cheshunt, info@ijopoc.co.uk

Waltham Cross Hertfordshire (+44) 73 875 2361 (UK)
EN7 6JR London (+90) 488 217 4007 (Turkey)

Essays on Economics & Political Economy
First Edition, December 2024
IJOPEC Publication No: 2024/03

ISBN: 978-1-913809-48-5
Doi: https://doi.org/10.5281/zenodo.14547352

No part of this book may be reproduced, stored in a retrieval system, transmitted in any form or
by any means electronically without author’s permission. No responsibility is accepted for the
accuracy of information contained in the text, illustrations or advertisements. The opinions
expressed in these chapters are not necessarily those of the editors or publisher.

A catalogue record for this book is available from Nielsen Book Data, British Library and Google
Books.

The publishing responsibilities of the chapters in this book belong to the authors.

Printed & published in London.

Cover Design & Composer:
IJOPEC Art Design

Cover images & illustrations by Freepik



ECONOMICS & POLITICAL E

ESSAYS ON
CONOMY

Editors: Sevket Alper Kog, Ismail Siriner

CONTENTS

INTRODUCTION:

ECONOMICS AND POLITICAL ECONOMY.....ccoviiniiereereeereeeeeeseeenees 5

Sevket Alper Kog & Ismail Siriner

PART I

ECONOMICS, MARKET DYNAMICS AND UNEMPLOYMENT

1| Causes of Income Inequality and the Logistic Function
of the INdividual ......cooviiiiiciiccie et 13
Erkan Oflaz & Sevket Alper Kog

2| Do Housing Prices Affect Crime Through CO??......coovoiueurirniicrnceen 25
Esra Giiney & Hilal Yildiz

3| Unemployment Convergence in Eight South American Countries:
New Evidence Using a Non-Linear Panel Unit Root Test .......cccccouvvneveee. 57
Giilten Dursun & Feyyaz Cengiz Dikmen

4| Market Concentration:
The Case of Wood and Wood Products Industry in Tiirkiye........o..e.e... 81
Onur Demirel

5| The Economic Potential and Market Dynamics of Muslim-Friendly
Tourism in Sri Lanka:
A Case Study on Muslim-Friendly Sustainable Tourism.........c.ccccoeuueeee. 111
Gayathri Puwanendram, Sidar Atalay Simgek

6| Analysis of Market Power in the Supply Chain of Cucumber
in Greenhouse Cultivation..........cceeeveivieieeeie et 127

Kiibra Onder, Meryem Aytekin, Biisra Akin, Selim Adem Hatirl, Selim
Cagatay, & Onur Demirel



CONTENT

PART II
DEMOCRACY, CRIME AND POLITICAL ECONOMY

7l

8|

9l

Supply and Demand of Democracy:
A Comparative Analysis of Power Bloc and Lipsetian Dynamics............. 161
Evren Denktas

“Truth is not Killed by Killing Journalist”
The Violent Nature of Journalistic Work in MeXico......ccvevvrvrerereeruense. 191
Sonia Valenzuela de Casas & Armida Concepcion Garcia

A Ciritique of Liberal View on the AKP
from the Political Economy Perspective.........ccevvuvueueirinincccininieccnnnnns 209

Ozgﬁr Olgun Erden



ESSAYS ON
ECONOMICS & POLITICAL ECONOMY
Editors: Sevket Alper Kog, Ismail Siriner

INTRODUCTION:
ECONOMICS & POLITICAL ECONOMY

The fields of economics and political economy are deeply engaged in
contemporary debates about the interplay between markets, states, and societies.
Issues range from the origins and effects of inequality to those of climate change
and globalization, with current discussion concerned with how political forces
shape economic outcomes and vice versa.

The political economy has always regarded the exciting entanglement of markets,
states, and societies at its hub. The turning points in economics and the very
centrality of the issues of political economy to the making of policies provide
sufficient incentive to revisit these old questions about the right mix between
markets, states, and communities. The waning authority of the welfare state, the
historic opening up of markets around the world due to declining transport and
communications costs, the questioning of the efficacy of the developmental state,
and the upsurge in the appeal of ethnic and religious movements have centered
attention globally back on the public restructuring of global economic and social
institutions.

The complex interplay among markets, states, and societies has always been at
the center of political economy. Important developments in economics and the
fact that political economy issues occupy a central place in policy making provide
sufficient impetus to return to these age-old questions about the right mix
between markets, states, and communities. The erosion of the authority of the
welfare state, the unprecedented opening up of markets across the globe through
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falling transport and communication costs, the questioning of the efficacy of the
developmental state, and the resurgence of ethnic and religious movements have
shifted global attention back towards the restructuring of global economic and
social institutions.

Classical economics offers an abstract scheme for talking about connectedness of
markets. State institutions, if they entered the argument, were seen to be
constraining each other, and the interest of the monarch was conceived to be
opposed to that of society as a whole. In contrast, classical political economy went
into what today would seem to many an excessive institutional particularity with
respect to the interest of landowners in survival. Keynes's General Theory gave
some plausible explanation of the economist's usual ingratitude towards the
historian who has shown little concern for the pragmatically minded statesman
but merely exacerbated the confusion between very particular monetary and fiscal
policies in certain episodes and the general fiscal capabilities of the state.

Contemporary debates in economics and political economy seem to proceed
under the overarching and perhaps somewhat obvious recognition that market
activities represent social activities. That is, market models, to the extent to which
they are intended to describe actual markets, are social models. This insight is
obviously uncontested. What is more, however, is to some extent at least a matter
of perspective and level of abstraction. Very commonly, economists will restrict
their model to market behavior, on the assumption that the social aspects and
characteristics that also inform those relations are either unchanging or of little
relevance for the purposes of the investigation at hand. To be sure, the latter
qualification is a crucial one - economists often ask questions that are all but
social, simply by choice of the appropriate cordon sanitaire that shorts out the
social aspects of the market relations at the outset.

Essays on Economics and Political Economy offers a glimpse into the diverse debates
emerging from the dynamic interplay of economics and political economy. While
the articles address contemporary issues and events, the underlying themes at the
heart of each discussion are rooted in more enduring and timeless questions.
True, be it an economist, an interested researcher, or a student researching for a
larger plane, this book inspires serious critical debates about some of the most
important questions of our time.
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Certainly, here's a concise summary of these chapters:

In the first chapter Oflaz and Kog study the causes of income inequality in a
historical context. Researchers state that it is necessary to elaborate the concept
of income by referring to the field of politics and sociology. They make
explanations in a way to cover the history of humanity, the history of civilization
and the methods of exchange. The article will examine the process until the end
of the industrial revolution to examine the foundations of the problem, ignoring
the main debates of our time.

In the second chapter Giiney and Yildiz investigate the effects of high increases
in housing prices. They examine the relationships between housing prices, C02
emissions, and crime rate in Colombia for 1990-2020, which had problems with
housing prices and carbon emissions, with path analysis and the ARDL model.
They show that there is a long-run relationship between variables.

In the third chapter Dursun and Dikmen examine the unemployment
convergence across eight South American countries from 1982 to 2022 utilizing
a non-linear panel analysis framework. Their analysis employs a two-regime
threshold autoregressive (TAR) model, where the panel series exhibits unit root
characteristics. First, they conduct a linearity test, followed by a threshold
autoregressive panel unit root test to evaluate the stationarity of the series. The
analysis reject the null hypothesis of linearity in the first stage. Subsequently,
Chile was identified as the transition country between the two regimes. Finally,
the findings confirm the presence of convergence in both regimes.

In the fourth chapter Demirel discusses the market structure and competition
level of the wood and wood products industry for the period of 2012-2023 using
concentration indices (CRy, CRs, HHI, HTI, RI, CCI, EI). The findings reveal
that market concentration in the sector decreased between 2012 and 2018 but
showed an upward trend in the post-2018 period. The findings also reveal that,
in 2021, market concentration reached its peak, leading to a decline in
competition. The author claims that the increase in concentration indicates that
the influence of large firms in the market has grown, while the competitive power
of smaller firms has diminished.
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In the fifth chapter Puwanendram and S$imgek study the opportunities,
challenges, and strategies to promote Sri Lanka as a better destination for
economic sustainable development. The authors obtain data from semi-
structured interviews conducted with industry-wide stakeholders. The study's
outcomes point to six broad, but distinct themes; namely, 1) Market Dynamics,
2) Attractions and Preferences, 3) Barriers and Challenges, 4) Economic
Potential, 5) Sustainable and Ethical Practices, and 6) Role of Digital Innovation.
They show that despite the temptation that both cultural and natural attractions
provide to Muslim travellers, Sri Lanka, however, lacks competitive edges in the
developing MFT market owing to infrastructural and promotional inadequacies.

In the sixth chapter Onder, Aytekin, Akin, Haurli, Cagatay and Demirel anayze
the market power of cucumber product for the production area market and
consumption area market, and consumption area market and consumption area
retail supply chains. The study was conducted using monthly data sets from
October to June, which is the 2014-2022 greenhouse production period. The
Vector Error Correction Model (VECM) was used to analyze the market power
of the Istanbul hal - Istanbul retail supply chain, while the Lag Distributed
Autoregressive Model (ARDL) was used to analyze the market power of other
supply chains. They show that the validity and adequacy assumptions that the
market operates under perfect competition conditions are not met in all supply
chains of cucumber products. Hence, they claim that the establishment of
branches for a certain area/region width and taking measures to regulate the
number of branches within a certain distance will limit price increases.

In the seventh chapter Denktas analyses the dynamics of democratization
through a dual framework of supply and demand. The author shows that the
supply of democracy is determined by the composition and stability of the power
bloc—comprising the bourgeoisie, capital elites, and emerging political
alliances—while the demand for democracy is shaped by the working class and
Lipsetian modernization factors, such as urbanization, industrialization, and the
quality of economic development. By comparing the post-1980 democratic
trajectories of South Korea, Turkey, and Brazil, the study highlights how
variations in power bloc configurations and socio-economic demands influence
democratic consolidation and fragility.
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In the eighth chapter De Casas and Garcia aim to denounce the violent nature
of journalistic work in the state of Zacatecas, Mexico. They claim that journalists,
like most of the workers in the capitalist system, must face the condition of
exploitation and extermination whose goal is the accumulation of capital.
According to the study, journalists’ condition of being a vigilant institution in the
system dependent on the state policy condemns them to expressions of violence.

In the ninth chapter Erden studies and criticizes the existing perspective using a
critical-Marxian political economy, and deals with and discusses on the political,
economic and ideological aspects of the AKP and its Islamism together by
focusing on the term politicization of Islam in Turkey.

Sevket Alper Kog (Kocaeli University)
ORCID ID: 0000-0002-0824-7054
sevketkoc@hotmail.com

Ismail Siriner (Batman University)
ORCID ID: 0000-0002-4647-2252
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Abstract

The aim of this article is to explain the causes of income inequality in a historical context. It is
considered necessary to elaborate the concept of income by referring to the field of politics and
sociology. Explanations will be made in a way to cover the history of humanity, the history of
civilization and the methods of exchange. The article will examine the process until the end of
the industrial revolution to examine the foundations of the problem, ignoring the main debates
of our time.

Keywords: Economic History, Labor, Consumption, Development, Conflict.
Jel Codes: N30, N20, 023, D740.

1. Introduction

general terms, examined the source of wealth and labor-capital relations.
The problem of governance between the individual and authority has raised
the question of how surplus value is to be shared. Understanding the root of the
problem is necessary to solve the problem. In this way, the emergence of new

E ; ince patriarchal societies, exchange procedures and sharing theories have, in

policy proposals indicates an ongoing development. In contemporary societies,
the welfare of the individual on the basis of rights and freedoms is the primary
concern of the political institution. In democratic societies, however, there is
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often no direct correlation between the existence of pressure and interest groups
and the wishes of society.

State, politics, society and economic classes are parties to a conflict process. Due
to the natural process of conflict, conflict continues as long as interest groups do
not reach their satisfaction levels. Today, the process continues in its natural
course and new levels of conflict emerge as a result. The basic questions are “What
should be the value of labor?” and “What are the limits of the individual in the
supply of labor?”. The contribution of the individual's working life and income
to his/her happiness is at the center of the conflict.

2. Income Sharing in the Context of Exchange from the Agricultural
Revolution to the End of the Mercantilist Period

The history of economic thought examines the production-centered conflict area
on the basis of the problem of sharing. The main questions in conflict analysis
are who produces, how it is produced and for whom it is produced. Since hunter-
gathering, there is a need for organization and distribution of tasks. People who
became communities established patriarchal communities and developed tribal
culture. In these early political relations created by human beings on the way to
becoming a society; heroic cult and belief systems and classes with administrative
privileges emerged (Seligman, 1995, p: 96). Ensuring administrative legitimacy
established a method of exchange between the community and its rulers.
“Gifting” and ‘bestowing’ were the first exchange procedures between the ruling
class and the community. The ruling class, which has the responsibility to protect
and watch over the people, is commanding. Since the power is in a single will, its
decisions and methods cannot be discussed (Weber, 2015, p:54).

The agricultural revolution brought a new sociological change. Settled
communities faced new problems in the process of urbanization and the first laws
emerged on the road to socialization. The legal status that came with laws made
barter, a new form of exchange in human civilization, possible. The new social
structure becomes more complex and more difficult to manage. As the state
retreated to its natural boundaries of protection and law-making, structures
emerged in the economic sphere that were not directly subject to the state. In the
new situation, income sources such as taxation and extortion provided the
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financing of the state, while conflicts between the enriching structures and the
state became inevitable (Gramsci, 2011, p:47).

It is observed that the political structures of the early world included both gift
and barter in terms of exchange procedures. Europe's mercantilist period gave
rise to a rising commercial class. The mutual relationship of the society, which
had a patron/client relationship with the aristocracy, with the bourgeois class
developed on the axis of Supply/Demand. Labor supply was subject to mutual
consent instead of a certain hierarchy. In the new period, the return for labor is
also evaluated within the scope of the supply/demand relationship. The supply
of labor has brought along important conflicts such as wages and working
conditions. The starting point of the conflict is that labor demanding institutions
and companies want to employ the working class under minimum conditions.
The conflict area of the new situation has become the legal statuses dealt with
within the scope of labor contracts. This conflict, which continues in our age, is
actually both a struggle for rights and a legal development process.

The accumulation of wealth and the rise of the bourgeoisie, the representative of
the wealthy class, basically followed a parallel sociological process (Braudel, 2015,
p:27). In the early modern period, mercantilism is the first phase to be addressed.
Mercantilism, most prominently, treats wealth as the accumulation of precious
metals (Heckscher, 2013, p: 13). The accumulation of precious metals is related
to foreign trade balances. The main goal is to accumulate precious metals by
selling more than the products purchased from abroad. In the Mercantilist
period, when wealth was valued and even sacralized, the state was at the center of
economic activities. It intervened in the economy with instruments such as taxes,
incentives and trade monopolies (Viner, 2016, p:4-7).

Mercantilism is a system that also encourages colonialism. In this respect, it is
referred to in the literature as the commercial capitalist period. Colonies were
treated as raw materials and labor and functioned as markets for processed
products (Magnusson, 2015, p:19).

The two-way trade relationship produced the early policies of the world system,
which is referred to as the process of uneven development. While the capitalist
mode of production grew rapidly, especially in developed regions such as Western
Europe and North America, this growth was limited in peripheral regions such
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as Asia, Africa and Latin America. This difference has functioned as a mechanism
that has shaped not only economic but also social and political structures. Robert
Gilpin argues that the process of globalization has accelerated economic growth
in developed regions while reinforcing inequalities in developing regions (Gilpin,

2015, p. 47).

The uneven development model focuses on the center-periphery relationship.
According to this understanding, the center refers to developed, industrialized
and rich regions. The periphery, on the other hand, refers to regions that are
economically dependent on these centers, are more backward and usually sell
their natural resources. This relationship has been further analyzed within the
framework of Immanuel Wallerstein's world-system theory. Wallerstein argues
that the capitalist economic structure creates more poverty and inequality by
excluding peripheral regions while consolidating wealth in the central regions

(Wallerstein, 2011, p. 35).

From a liberal perspective, Mercantilism can be analyzed from Adam Smith's
'Wealth of Nations' (1776). He heavily criticized mercantilism for its
protectionist structure in which the state was an actor. Smith argued that
economic growth could be achieved through production and consumption, not
through the accumulation of precious metals. He also stated that mercantilist
policies prevented free trade in the long run and led to inefficient use of resources
(Smith, 2005, pp. 580-585). As an interpretation of mercantilism from a liberal
perspective, Smith does not see mercantilism only as an economic policy.
According to Smith, Mercantilism is a ground of economic thought (Heckscher,

1936, p: 45).

Although mercantilism is not practiced today, its effects are felt in areas such as
economic nationalism, protectionism and industrial policies. Mercantilism is an
important turning point in economic history. It has been the focus of criticism
that has revealed the importance of free trade. Today, the principles on which
global trade is based are fed by the debates that mercantilism opened (Heckscher,
2013, p:21-23). Criticism of the period, which has quite distinctive features as
an economic view, also reflects a conjunctural perspective. The argument we will
put forward as a justification for this argument is the problem of capital
accumulation. Undoubtedly, capital accumulation is the process of development
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of the main elements that reveal the production mechanisms of the capitalist
period ($iriner & Aydin, 2021; Cipolla, 2021, p:61).

Since the agricultural revolution, the main element of income sharing has been
labor. The labor that meets the energy needs of agricultural production and the
remuneration of labor is the early story of humanity transitioning from
community to society. The hierarchy and division of labor within society brought
the exchange system into a new era, including commodity-commodity and
money-commodity systems. Increasing prosperity triggered population growth,
and with the increase in the world population and the globalization of the
maritime trade network, the market problem was relatively overcome. The
process inevitably created the infrastructure for more and uninterrupted
production. The development process underlying the industrial revolution has a
mercantilist memory (Heckscher, 2013, p: 113).

Since the nature of mercantilism was to accumulate wealth, it classified income
inequality within society. The entrepreneurial class of the new era also demands
a social status. This social class, which is one of the main actors of socialist theories
and the focus of critical approaches, is conceptualized as the capital class. This
new class, which acquires capital and does not have to be aristocratic in origin,
has become a target that every individual can be a part of. The logic of freedom
of enterprise and the “blessing” of the enriched individual at the basis of liberal
theories should be analyzed from this point.

In the market system created under the premise that wealth is attainable, the
threat is the intervention of non-market actors in the market. For this reason,
“leissez faire” was used as a code and interventionist state policies were criticized.
In fact, the fact that the social stratum, which acquires wealth through
protectionist mercantilist policy sets, excludes the state as an actor is a good
definition of the reason for its own existence. Instead of the state creating new
riches, one can observe a desire to create a cycle in the domestic market in the
manner of Galtung's world system theory. The desire for an unequal social
development is naturally reflected in the systems in which states are actors in
global markets.

In a system where every individual is equal and has freedom of enterprise, the
factor that is ignored is the current position of wealth accumulation. The fact
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that the class holding the wealth and the class trying to meet the basic needs of
its family have the same freedom of enterprise cannot be fair on the basis of the
idea (Bauman, 2017, p:31-32). It can be argued that class boundaries pose
difficult obstacles to overcome due to unfair starting point and factor access. The
impossibility of class transitions in a period when capital accumulation and
wealth were evaluated by agricultural output is a phenomenon that should be
recognized. For this reason, piracy and banditry were accepted by the masses as a
rebellion against the status quo. Ironically, it is also argued that the legal basis
was designed by the bureaucracy and the bourgeoisie. For this reason, theories
praising lawlessness and opposing the state have been developed.

The arbitrary use of democracy and the legitimacy of government by powerful
classes became more pronounced in the pre-industrial revolution period. In this
period, also classified as the age of emperors, lineage composition and legal
accountability clashed. The development of rights and freedoms in systems ruled
by oligarchy and monarchy is an almost impossible option. It is argued that
modern rights and freedoms can exist in constitutional monarchies. From a
historical perspective, it is an undeniable reality that systems of governance
(power) are biased on the grounds of class conflict. For this reason, on the basis
of the industrial revolution and the increasing interdependence between classes,
the “age of empire” ended and the “age of revolutions” began with a series of
revolts and rebellions.

3. Income Inequality in the Context of Industrial Revolution and
Classification Process

The globalization of the world is mainly related to navigation and storage
technologies. The development of maritime transportation is an important
process in terms of the concept of distance. The market mechanism, which has
evolved from local to global markets, has not changed radically, but has expanded
with new paradigms. For this reason, it is generally accepted in the literature that
the market mechanism encompasses capitalism (Gilpin, 2015, p:30). In the case
of capitalism, it is therefore partially acceptable to abstractly address the internal
conflict of production mechanisms.

If the balance in power involves risks, mutual sacrifices are made between rulers
and the people, and this diplomatic level creates legal and/or constitutional orders
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(Comte, 2019, p:178-181). In the capitalist era, the noble class did not have clear
social legitimacy. Therefore, there have been acquisitions achieved as a result of
claims and social conflicts. Weber calls this concept political institutional
functioning (Politischer Anstaltsbetrieb). He argues that the institutional
structure maintains order by using legitimate rights granted by law (Weber, 1978,
pp 207-214). On the basis of this evaluation, it should be considered that the
struggle for rights continues. Because the ground for conflict has not disappeared.

In a system based on the right to life, the right to a fair trial, the idea that human
beings have fundamental rights and freedoms by virtue of being human all
emerged in the same period. What is actually attainable is wealth. There is no
need for privilege to attain wealth. Being an entrepreneur is not a dependent
position. Wealth, on the other hand, refers to a capital tied to land due to the
dominant understanding of the period. The main change of the industrial
revolution is the partial end of this paradigm. The change in the factors of
production was conceptualized by mainstream economists dominated by liberal
thought. The enriched market actors are liberated on the basis of this idea.

John Stuart Mill, in his work On Liberty, argues that the tendency of the people
to see it in their own interest for rulers to come to power through elections as
beneficial for the people to come to power through elections is a fundamental
mistake with the statement “At some point in the history of mankind, however,
men ceased to think that it was a necessity of nature that their rulers should be
an independent force against their own interests” (Mill 2011, p:20). The
relationship between the mechanisms of production and consumption and power
is of decisive importance. Although the people have the power to elect, it is a
ruling elite class that is elected. The political class that receives the privilege of
power governs the state, and it is the state structure that has the right to use
legitimate violence to restrict freedoms. The cost of the choices made by the state
for the individual is his/her freedom. Every law enacted expands the public
sphere. In this respect, while legal regulations inherently define security policies,
they also reveal the codes of daily life. This proposition is also valid on the basis
of economic relations. Therefore, the creation of a citizen type suitable for the
functioning of the market has been considered a necessity by the capitalist class.

Although the main interest in the industrial revolution was production, the
mechanisms of production and the problem of the market must also be analyzed.
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The emergence of the accumulation of individual possessions is an extrapolation
of human nature. It is the rediscovery of the “Ego Consumas”, the consuming
ego that has always been inherent in human nature (Baudrillard, 2021, p:101).
Creating the consumer of the system, defined by Baudrillard as “the logistical
function of the individual”, is analyzed in our article. In the relationship between
power and the capitalist system, consumers with high ego have a fundamental
functional role. Therefore, an unequal enrichment model emerges due to the
nature of the market concept.

The concept of value is surrounded by the concept of intrinsic value. Therefore,
the accumulating consumer is obliged to supply his/her labor. As the individual's
welfare increases, he/she gives up working. On the basis of the philosophy of the
ancient Greek philosopher Diogenes, there is a perception of liberation by giving
up. Freedom is based on a relationship with accumulation. Working extra,
staying in the production mechanisms is indispensable for the structure of the
system. The role of the individual is determined as purchasing and he/she has to
work as the cost of buying. Since purchasing behavior means that capital also
makes a profit, the individual who saves enriches capital. The idea that addresses
the cause of income inequality on the basis of individual behavior rather, refers
to the wage selectivity of the individual who supplies his labor (Zengin &
Alundag, 2013, p:255).

The working class, which rose with the industrial revolution, is in a more
important position than it was during the agricultural revolution. The main
reason for this is to keep the machines operational. This new position, which
requires technical knowledge, changed the direction of bargaining in favor of the
worker (Cunningham, 1882, 616). The response of the capital class to the new
situation was Fordism. Fordism is basically more than just a business relationship.
It constitutes a life style (SAKLIL, 2007, p: 5). Although the wage policy was above
the market level, the wage obtained was also turned into a new borrowing
instrument. By providing the working class with a financial solution to buy a car,
it was guaranteed that the borrowing workers would continue to work.

Modern man, in search of prosperity and happiness, voluntarily becomes a part
of the system. The capital class, which is sure that the individual will remain in
the system through the accumulation of commodities, enriches itself by both
providing financing and ensuring the continuation of consumption. The fact that
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money is only a medium of exchange and that there is no need to secure as much
money as possible has further increased capital accumulation through
investments (Magnusson, 2015, p:77).

The underlying reason for the belief that savings will turn into investments is that
the monetary system is conceived as a medium of exchange. The continuation of
the need to accumulate is the main starting point that led to the digital revolution
of the modern world. The concept of “choice cost”, one of the basic propositions
of economics, is the basic assumption that the capital class makes about the
choices of households. For example, a person trying to survive in a desert is
offered a glass of water or a highly valuable diamond. The desire to survive is the
most dominant desire. Although it is argued to infer that the choice cost of a glass
of water would be the diamond, in fact, the choice cost of a glass of water is the
end of life itself. Under these circumstances, even though the person seems to
have the right to choose, if he or she does not choose water, there is no possibility
of survival. On the way to becoming rich, one faces the risk of losing his/her life.
Thus, the proposition that preferences depend on conditions can be used to

explain the concept of value (Oflaz, 2024, p: 33).

“Liberation by renunciation” appears as a romantic proposition, in line with the
lifestyle of the ancient Greek philosopher Diogenes. The argument of liberation
by giving up, which contains a similar deficiency to the proposition of collective
production-equal sharing at the basis of socialist thought, contradicts human
nature in practice. Systems that analyze human nature consider satisfying pleasure
by buying as rational behavior.

4. Conclusion

In the pursuit of wealth, people become part of the system and enrich the capital
class. From this point of view, income inequality needs a definition that is in line
with both the basic assumption of the argument put forward from the liberal
point of view and the socialist proposition. Class distinctions have emerged in
the natural course of history. Since the early industrial era, there has been a
conflict between the productive capital class and the working class who supply
their labor.
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The conflict seems to have reached equilibrium in our age on the basis of the
concept of value individualism in accordance with human nature. The individual,
who evaluates purchasing on the basis of pleasure, becomes a property owner
through borrowing. The capital class, which holds the production and finance
structure in its hands, becomes even richer without any market problems. As the
individual buys, capitalist makes a profit. As capitalist produces, the individual is
employed. Since the process starts from an unequal starting point, wealth
continues to be unequally distributed.

All values that serve the advertising, communication and consumption society
have created a social structure. The social structure has been created on the basis
that human beings are hedonistic. Man, who is the cause of inequality, is basically
motivated by pleasure, no matter which class of the conflict he represents. What
is given up for pleasure is not saving. The capital class, which enriched in the
early ecosystems, makes the choice to save more and make investments in this
way as a source of pleasure. In the process where choices are rational, the conflict
becomes static. Static and partially consensual positions reduce the intensity of
conflict. The main actor of the processes conceptualized as welfare society and
working society is the consuming human being.
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Abstract

High increases in housing prices can cause problems, especially in developing economies. Some
studies, although few, suggest that it affects the crime rate. On the other hand, severe increases
in carbon emissions are a problem that threatens all countries and, according to some studies,
affects the crime rate. This study examined the relationships between housing prices, C02
emissions, and crime rate in Colombia for 1990-2020, which had problems with housing prices
and carbon emissions, with path analysis and the ARDL model. Empirical findings show that
there is a long-run relationship between variables. Additionally, when the C02 variable is
considered as a mediating variable, housing prices have an increasing effect on the crime rate.
The control variables used in the analysis are GDP, population rate, and immigration rate.

Keywords: Crime, housing prices, C02, path analysis, ARDL
Jel Codes: K14, O18, R32, 552, §54

1. Introduction

definitions have been made, a clear definition of crime can be made together
with different disciplines (Ozdemir & Oner-Ozkan, 2017). However, in the
most general definition, crime can be defined as behavior against the laws of
society (Mohamadi et al., 2014). This concept, which has existed throughout

It is difficult to define and explain the concept of crime. Although various
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human history, is an important phenomenon that affects not only the individual
but also the society and even the rules determined by the laws of the society. With
these historical origins, the concept of crime maintains its importance in terms

of disciplines today (Ozdemir & Oner-Ozkan, 2017).

Crime has been examined throughout history, tried to be explained by various
theories, and handled differently in different periods. Although crime could not
be explained rationally at the beginning, it was approached rationally by showing
a change in the metaphysical phase, and it was evaluated as a situation in which
people who commit crimes calculate the cost of crime and decide in line with the
benefit (Mohamadi et al., 2014; Adi & Onyebuchi, 2020). Crime is not
concerned with the factors influencing human behavior in this approach. The
positivist approach classifies people as normal or abnormal and focuses on
biological, psychological, and social factors to understand the differences between
criminals and ordinary individuals. Modern theories emphasize social factors to
explain crime, while critical theories examine the role of society. Postmodern
theories relate crime to mental processes, language, and structuring. (Mohamadi
etal., 2014).

Research from different disciplines on the definition and explanation of crime
shows that crime is related to biological, psychological, sociological, and
environmental factors. The theories put forward in the 1900s and tried to explain
crime economically are frequently discussed. Firstly, Fleisher (1966), followed by
Becker (1968) and Ehrlich (1973), published various studies under the title of
the economics of crime. Afterward, crime was explained using different macro
variables. Population, migration, and per capita income especially attract
attention. Although crime is tried to be presented by empirical studies, new
theories are put forward every day, and it is suggested that different factors can
explain crime.

Recent theories that air pollution may affect crime continue to be investigated.
Although this relationship has not yet been fully explained, there are various
findings that air pollution indirectly affects crime rates. In particular, more than
one disease can occur in people exposed to air pollution for a long time shows
how serious the situation is. As a matter of fact, studies have shown that air
pollution has a significant effect on human psychology and may even lead to
suicide (Lu, 2020; Szyszkowicz et al., 2010).
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In later studies, it was found that those exposed to polluted air lead to aggressive
and depressive behaviors caused by a decrease in serotonin levels (Yokota et al.,
2016; Casas et al., 2017). In addition, it has been stated that the brain cannot get
enough oxygen due to air pollution. This situation affects people's behavior and
increases acts of violence in people (Cruz et al., 2022).

Behaviourally, air pollution triggers avoidance behavior, defense spending, and
migration as coping strategies (Lu, 2020). Air pollution can be both the cause
and the result of many adverse situations, not only human behavior.

The leading causes of air pollution are energy demand (Paramati et al., 2022),
population growth (Northrup & Klaer, 2014; Tang et al., 2021), and increased
industrialization and urbanization (Liu & Bae, 2018). The leading causes of air
pollution are shown in Figure 1.

Figure 1. Leading causes of air pollution.

Energy Demand Industrialization Population Growth Urbanization

Source: Created by the author from google images.

Urbanization leads to problems in developing cities. Social inequality, stress
caused by urbanization (Andrade et al., 2012), increasing population (Tandon &
Jyotsna, 2016), increasing crime (Cabrera-Barona et al., 2019), poverty, rural-
urban inequality (Liddle, 2017), increasing housing demands-increasing housing
supply and rising housing prices with irregular migration (Lin et al., 2018; Wang
et al., 2018). Increasing housing prices change the purchasing intentions of low-
or middle-income households and increase consumption in the current period
(Dai, 2019).
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It has been stated that urbanization significantly impacts crime and that even
high housing prices and the characteristics of buildings encourage some crimes
(Han & Zhu, 2021). This view is closely related to Merton's "Tension Theory."
According to Merton, the tendency towards crime stems from a social structure
and occurs when individuals do not have access to equal opportunities. In
capitalist societies, individuals have three main goals. These are to have a
promising career, high income, and property. However, with unequal
opportunities, it may be challenging to achieve the existing goals, which may
cause tension in society and encourage individuals to commit crimes. Merton
emphasized that for these situations, an improvement in the housing costs of
people experiencing homelessness and the incomes of individuals could be made
or that regulation of home ownership systems would significantly contribute to
these problems (Merton, 1973; Merton, 1968).

The existence of a relationship between crime and house prices has been
examined in the past (Congdon-Hohman, 2013). However, the existence of the
effect of house prices on crime, which has only recently been empirically tested
in both national and international literature, was first examined in China in 2019
(Song et al., 2019). Later, it was stated that the existing relationship should be
emphasised (Song and Hao, 2022).

In this study, population density, net migration rate, per capita income, air
pollution and house price variables were included by taking ference from the
studies examining the factors affecting crime (Kathena and Sheefeni, 2017; Amin
and Ahmad, 2018; Solivetti, 2017; Cruz et al., 2022; Song and Hao, 2022).
According to the author's information, the selected independent variables affect
air pollution separately and the air pollution variable is included in the model as
a mediating variable. From this point of view, not only the crime variable is
considered economically, but also sociodemographic variables are included in the
model to obtain more comprehensive and satisfactory results

The study is analysed for the years 1990-2020 for Colombia, one of the countries
with the highest crime rate. There are many reasons why Colombia tops the list
of countries with the highest crime rate. In particular, the impact of the civil wars
that have been going on in the country for nearly half a century on the high crime
rate in the country is an undeniable fact. Looking at the time period covered by
the study, it is seen that it covers the war years and the peace process as a result
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of the agreement made in 2016. Although a peace agreement was reached in
2016, the effects of the long-standing war in the country continue for the exposed
people (Bernal et al., 2024). Along with these existing effects, the study will try
to examine the effects of the insecure region, destroyed houses, possible price
increases in houses, rebuilt houses and environmental pollution that may arise
with reconstruction on crime. Accordingly, the study consists of several stages. In
the next section, after the literature review, the dataset and the model are
introduced, and in the last section, discussion and conclusion are given.

2. Literature Review

This section summarizes studies on the relationship between crime and economic
growth, C02, housing prices, population, and migration in separate tables.

Table 1: Crime and Economic Growth

Table 1 presents the studies analyzing GDP growth within the framework of
crime. When the results of these studies are examined, it is generally found that
the relationship between economic growth and crime is multidirectional. This
situation does not reveal the existence of a clear relationship.
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Table 2. Population (number, density) and crime

Author(S) Countries Period Methods Results

Northrup and Klaer, (2014). ABD 2003-2011 m::::anable Regression Positive Relationship

Haider and Ali (2015) Pakistan 2010-2011  Ordinary Least Squares (OLS) ~ Mixed Results

L . Fixed  Effects ~ Negative Positive Relationship

Kizilgol and Selim (2017) EU 28 and Turkey 2001-2010 Binomial Model (urban overpopulation)
Autoregressive Distributed Lag

Anwar et al. (2017) Pakistan 1973-2014  Model Approach Mixed Result

Hipp And Roussell (2013) USA 2000 Negative Binominal Regresion Mixed Result

Battin and Crowl (2017) USA 2000-2010  Regression models Mixed Result

Lu etal. (2018) USA 20012009  Fixed-effecs Poisson - poive Relationship
regression models

‘Wadsworth (2010) USA 1990-2000  OLS Regression Positive Relationship

Harries (2006) USA 2000 Bivariate correlations Low but positive impact

Chang et al., (2018) USA 1995-2010  Superlinear Relationship Positive Relationship
Ordinary ~ least  squares,
geographically weighted

Cabrera-Barona et al. (2019)  Republic of Ecuador 2012 regressions Mixed Result

Kelly (2000) USA 1981-1991  Logistic regression Mixed Result

The findings summarized in Table 2 are derived from studies investigating the
impact of population on crime. Accordingly, some of the studies focus on the
number of population, while others focus on population density. When the
findings are evaluated in general, it is stated that population significantly affects
crime, and it is inferred that this effect may differ according to crime types.

Table 3. Migration and Crime

In addition to domestic migration from rural to urban areas, the increasing
number of wars in the world brings along foreign migration. While there is a
general acceptance that migration increases crime in past theories, empirical
findings support this view very little. The different results in this existing
literature vary by country and year range. When Table 3 is analyzed, this
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relationship has not been demonstrated even with the empirical findings in the
past periods. This study is expected to contribute positively to the literature
addressing the migration factor, which is thought to explain crime as a
determinant.

Table 4. Crime and CO2

Increasing pollution in the world has been discussed since the past as the cause of
many negative situations ranging from human health to climate change. The
concept of green criminology, which has only recently begun to appear
empirically in the literature, is entering our lives. In this context, the effect of air
pollution on crime has been investigated, and significant findings have been
obtained. When Table 4 is analyzed, it is determined that air pollution has a
significant effect, but this effect differs according to crime type.

Table 5. Crime and Housing Price

Author(s) Countries Period Methods Results

. Static and  Dynamic - .
Song et al. (2019) China 2004-2014 Panel Models Positive correlation

Fixed effect  model,
China 2004-2017 mediating effect model, Positive Relationship
Spatial Dubin model

Song and Hao (2022).
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Crime, as old as human history, is tried to be explained with various theories and
factors. Whether the increasing population, especially with urbanization, affects
crime has only recently been investigated. Cheng et al. (2017) in the study, it has
been stated that immigrants trying to live in places with air pollution tend to
commit crimes according to their home ownership status. When Table 5 is
analyzed, it is seen that the relationship between house price and crime, which
has only recently been investigated empirically, needs more evidence. On the
other hand, this study will reveal the relationship between air pollution and crime
for Colombia and provide new empirical evidence for this existing relationship.

3. Method

3.1. Data Set

This analysis explores the dynamic interplay among crime, housing prices, and
CO02 emissions in Colombia, drawing upon annual data from 1990 to 2020.

The limited timeframe for this analysis is primarily due to the unavailability of
specific data beyond 2020. The core research includes the relationship among the
housing price index (HP), the crime rate (CR), and CO2 emissions, which serve
as the cornerstones of our comprehensive examination. Additionally, our research
encompasses an array of socio-economic and demographic variables that
potentially influence this relationship, such as the GDP growth rate (GDP),
immigration rate (mig), and population rate (pop). Information regarding the
indicators, measurements, and sources of the variables utilized in the study is

presented in Table 6.

Table 6: Definitions of Variables

Variable’s Indicator Measurement Source

Housing Price Index HP Real house price indices OECD (2024)
Intentional homicides (per 100,000

Crime Rate CR people) WDI (2024)
CO2 emissions (metric tons per

CcO2 CcO2 capita) WDI (2024)
GDP per capita (constant 2015

Economic Growth GDP US$) WDI (2024)

Immigration Rate Mig. Net migration WDI (2024)
Population density (people per sq.

Population Rate Pop. km of land area) WDI (2024)
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Our central research hypothesis is to determine how housing prices affect the
crime rate through C02 emissions. The mechanisms, theories, and related
research that may be the basis for this research hypothesis are summarized in

Figure 2. Mechanisms explaining the relationship between housing prices, crime rate,
and CO2 emissions.

According to the first mechanism in the figure, how can the house price affect energy
consumption, household consumption, and C02 emissions? When the relevant
reference is reviewed, we can say the following: Homeowners may focus on the
“wealth effect” as the price of their home increases. This situation may lead to an
increase in their welfare and, accordingly, an increase in their consumption
(Song, 2007; Cong et al., 2023). At this point, we know that the industrial sector
mainly consumes energy. However, some studies have shown that 45-55% of the
total energy consumption originates from household consumption (Schipper et
al., 1989). For example, according to a study conducted in the USA, more than
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80% of the energy used and CO2 released comes from economic activities
resulting from consumer demands (Bin & Dowlatabadi, 2005). According to
another study conducted in Guangzhou, 73.89 per cent of total carbon emissions
come from the use of water heaters and kitchen appliances (Jiang et al., 2022).
There is a similar situation in the country of Colonbia. According to the report
published by IEA, it is stated that the household electricity consumption rate
increased by 95% between 2000 and 2023 in Colonbia. According to the
information obtained from the same source, it is stated that the largest electricity
consuming sector of the country of Colonbia is residential with 56%.(IEA,
2024).

The second mechanism is based on Merton's Tension Theory, which refers to
the effect of house prices on crime. Essentially, the theory is about the pressure
placed on individuals in capitalist societies to have high income and social status.
Individuals who feel this pressure may commit crimes when they cannot reach
the desired living conditions.

The last mechanism is the theories that we can use as a reference for the possible
effects of C02 emissions on crime. Briefly, we can summarize the functioning
mechanism of the theories as follows:

As Cohen and Felson symbolize under Routine Activity Theory, a criminal with
the motivation and potential to commit a crime can commit a crime by
identifying his target in an environment without adequate security. Routine
activities and changes in social structure are essential in triggering crime (Cohen
& Felson, 1979). Baryshnikova et al. (2019) point out that air pollution affects
emotions and can potentially increase the tendency to commit crimes.

According to the Broken Window Theory by Kelling and Coles (1996), there
may be a connection between airborne lead levels and property and violent crime.
For a crime to be committed, there must be a security vulnerability. This
relationship weakens in regions with higher security and increases in places with
security vulnerabilities. Accordingly, there is a clear connection between the
physical environment and the occurrence of crime.
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Taking the perspectives mentioned above and the findings of related studies as a
reference, we will focus on the impact of housing prices on crime, both directly
and indirectly through C02 emissions.

3.2. Methodology

We have employed path analysis as the primary model for this paper. Path
analysis is commonly used within the Structural Equation Modeling (SEM)
framework and shares similarities with regression analysis in identifying causal
relationships.

It can be challenging to clearly define relationships that include humans and
human behavior at their core. Variables can have both direct and indirect
relationships with each other. At this point, examining complex relationships,
testing theoretical models, and revealing the natural structure is complex. Path
analysis is a powerful tool for analyzing complex relationships between variables.
In path analysis, direct effects represent the immediate effect of one variable on
another. In contrast, indirect effects occur when one or more mediating variables
mediate the relationship between two variables.

Path analysis is a multivariate statistical technique used to reveal external
variables' direct and indirect effects on internal variable(s) through path
diagrams. It is based on linear statistical models like classical regression analysis
and accepts the assumption of normal distribution. However, it is a technique
that considers measurement error when examining linear relationships between
variables and produces more robust results than regression analysis (Raykov &
Marcoulides, 1999; Raykov & Marcoulides, 2006; Raykov et al., 2013).

The dependence of Yon X, Xs . . . , Xy, and residual e, can be written as follows
(Witt, 1999; Land, 1969):

Y = +B1,X1 + 13Xy + o 4 BraXn + Broceu (1)
B coefficients are partial regression coefficients. However, unobservable

hypothetical variables in the system may have effects. For this reason, path
coefficients calculated by separating direct and indirect impact provide more
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satisfactory information to determine the relationships between variables. Using
deviation from the mean

Y —My) = ki (X; — Mxl) + ki3 (X, — sz) + ot kg (X, — Mxn) +
kiw(ex — Meo() )

where M; is the mean of the ith variable. Let Z; = @ and py; = kli(?)
i 1

where 0;, denotes the standard deviation of the ith variable. Thus equation (3)
becomes

Zy = P12Zy + P13Zs + i PinZn + D 10l (3)

p's are path coefficients calculated by separating direct and indirect effects. Path
coefficients are standardized regression coefficients. In this way, linear
relationships between variables are analyzed by dividing them into direct effects,
indirect effects, and compound path coefficients. Path analysis has some critical
assumptions. The relationships between variables in road analysis must be linear
and based on cause-effect relationships; errors are unrelated and not associated
with different variables in the model.

The comparative fit index (CFI), the non-normal fit index (NNFI), the
(standardized) root mean square residual (SRMR), and the root mean square
error of approximation (RMSEA) criteria are used for criticizing the results. Of
these criteria, CFI and RMSEA values vary between 0 and 1. A 0.90 or larger
CFI value and an RMSEA value of 0.06 or less indicate robust model findings
(Hu & Bentler, 1999; Sun et al., 2011).

The primary purpose of this study is to reveal the indirect effects of housing prices
on crime via C02. Based on this purpose, the mediation effect model constructed
is as follows:

CR; = By + B1HP, + B,X, + e, 4)
C02;=ay+ aHP; + a,X; + e, (5)
CR;, = 6, + 8,HP, + 6,C02, + 65X, + e; 6)
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Where CR, represents the ratio of crimes, HPT represents the housing price,
€02, represents carbon emission, X;, represents other factors that affect crime,
and CO02. Sy, &y, and &, are constant terms of each equation, respectively.
e1, €, and e; are the error terms of the equations.

Thus, it will be possible to observe the total, direct, and indirect effects of housing
prices on crime when C02 is considered a mediating variable. B; directly impacts
house price on crime in equation 4. The fact that @; and &, coefficients are
significant shows that the mediating effect of the C02 coefficient is valid and that
the house price indirectly affects crime. Table 7 reports the relevant descriptive
statistics of all variables.

Table 7. Descriptive statistics of the variables.

Variables Mean Std. Dev. Max Min Period

Housing price index (HP) 49.054 19.938 85.427 24.242 2016-2019
Crime rate (CR) 118 .066 256 017 2016-2019
GDP growth rate (GDP) 3.108 2973 6.947 -7.252 2016-2019
Immigration Rate(mig) .056 1.073 4.196 -2.947 2016-2019
Carbon emission (C02) 143 .07266 .184 107 2016-2019
Population (pop) .0146 .0037 .0206 .0069 2016-2019

Table 7 summarizes descriptive statistics for the key variables used in the study
covering the years 1990-2020 for Colombia. The mean and standard deviation
of the house price index are 49,054 and 19,938, respectively, and regional
differences in house prices vary between 24.242 and 8.427. We can say that the
crime Rate (CR) is low, with a mean of 0.118, but its standard deviation is 2.973,
and its variability between 0.017 and 0.256 indicates high crime rates. The mean
of the GDP growth rate is 3.108, and its standard deviation is 2.973, fluctuating
between 7.252 and 6.947. The average Immigration Rate (mig) is 0.056,
indicating a small immigrant population. A standard deviation 1.073 indicates
regional differences in migration rates ranging from -2.947 to 4.196. Carbon
emissions (C02) have a mean of 0.143 with a significant standard deviation of
0.072, reflecting substantial differences between 0.107 and 0.184. Population
rate (population) data reveal varying regional population sizes, with a maximum
of 0.0206, a minimum of 0.0069, and an average of 0.146, highlighting the
potential impact of population changes on crime and housing market dynamics.
These statistics form the basis for a more in-depth analysis of the relationships
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between housing prices, crime rates, C02, and socio-economic variables in the
Colombian context.

4. Model Results

According to Figure 1, six are significant at the .05 level among the seven paths.
Consistent with the first hypothesis, housing price has a positive direct effect on

the C02.

Figure 3. Path diagram with standardized coefficients for the model. Chi2=2.158 (0.340),
CFI1=0.99, TLI=0.995, RMSEA=0.051,SRMR=0.025.
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Given the association between housing prices and crime rates, the C02 coefficient
may mediate. Notably, the relationship between housing prices and the crime
coefficient has been observed to be negative. Several factors may explain this
observation. The wealthiest segments utilize their financial assets through many
alternative channels rather than purchasing housing. The group that depends on
housing income is middle-income families. For this group, rising house prices
could lead to a wealth effect. As a result, the increase in house prices could help
narrow the income gap between these two groups. Most middle-income
homeowners' homes comprise a significant portion of their total wealth.
Therefore, increasing housing prices can narrow the wealth gap between middle-
income and high-income families (Luke, 2021). Increasing housing prices may

38



ESSAYS ON
ECONOMICS & POLITICAL ECONOMY
Editors: Sevket Alper Kog, Ismail Siriner

encourage housing supply and investments in this area. This way, employing
more construction workers can partially reduce the gap between low-income and
middle-income families. These situations can reduce crime, decrease conflicts and
unrest arising from income inequality, and increase the number of people
working in legal jobs. Increasing housing prices can lead to gentrification, which
means economic development and improvement in some regions. As a result,
people with higher incomes may move to this area. High-income people can
often increase social control by taking more security measures. In this way, social
dynamics in that region may change, and crime rates may decrease.

However, this negative relationship is achieved by the direct effect of housing
prices on crime. When we look at the indirect effect, the relationship turns
positive. Because increasing housing prices may cause economic and social
pressure on some people, this pressure can cause people to engage in illegal
activities. Therefore, the impact of housing prices on crime rates is a complex
issue that involves many different factors. One of these factors may be the increase
in carbon emissions. Many theories and empirical studies indicate that high
carbon emissions can lead to aggressive attitudes, anxiety, and violence in

people.

Table 8. Direct, indirect, and total effects of the variables on the crime rate.

Direct Indirect Total
Exogenous variable
hp -362 303
gdp -1.301 - -1.301
Pop -1.011 -.331 -1.342
Mediating variable
Co02 916 - 916

The relationship between population and crime was found to be negative. This
result aligns with some research findings (Kvalseth, 1977; Battin & Crowl, 2017).
So, by what mechanism can the crime rate decrease as the population increases?
It is difficult to say this directly. However, crime rates may decrease in societies
with high social solidarity and solid social ties. If the dynamics of the society are
suitable for this, the abovementioned situation can occur.

On the other hand, if population growth accelerates economic growth, it will
reduce poverty, and crime rates may decrease, creating more jobs and
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employment opportunities. On the other hand, if understanding and tolerance
towards cultural diversity can be established through the influence of government
policies, conflicts may decrease. As we mentioned, this situation may vary
depending on the structure of the society examined, cultural level, income level,
and policies implemented. Therefore, the impact of population growth on crime
is a complex issue that includes many dynamics.

The study demonstrates a negative relationship between GDP growth rate and
crime. This finding is consistent with previous research, which suggests that a rise
in actual income results in a decrease in property crimes (Aksu & Akkus, 2010;
Odabagsi, 2021) and a negative long-run relationship between income and crime
(Baharom et al., 2013; Calnitsky and Gonalons-Pons, 2021; Lovett, 2018;
Guvercin, 2018). Increasing income levels lead to increased job opportunities
and more people being employed. New job opportunities allow individuals to
make money legally and reduce crime. Income increases also allow the economic
welfare of society to increase. Reducing poverty may reduce crime rates. This
situation also means ensuring access to education and equal opportunity.
Societies with higher education levels can achieve better standards of living.
Increasing prosperity in society can increase social balance and tolerance. In this
way, conflict in society can be reduced. As stated in Moretti (2013), increases in
housing prices can lead to increased investments in this area and, therefore,
employment, reducing the gap between high- and low-income earners. However,
as we mentioned about population, the operation of these mechanisms is related
to many economic and social mechanisms. In addition, it is necessary to evaluate
this relationship according to geographical regions and the fundamental
dynamics of societies.

This study analyzed the mediating role of the C02 coefficient on crime and found
a positive impact. Some studies found positive findings (Sharma & Pandey,
2023; Herrnstadt et al., 2021; Taylor et al., 2016; Heyes & Saberian, 2015).

The increase in carbon emissions may also affect crime rates through some
possible mechanisms. Increasing carbon emissions lead to climate changes,
extreme weather events, and natural disasters. Disruption of peace and order in
society and increased theft, looting, and other crimes are joint after disasters. On
the other hand, climate change may lead to job and income losses and uncertainty
in agriculture, fisheries, tourism, and other sectors. All these challenges can
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impact crime rates due to increased unemployment and poverty. On the other
hand, considering that they also affect the neurological structure of individuals,
all these situations may cause increased violence and social unrest. Robustness

Check

We subjected the analysis to additional testing to increase the robustness of the
analytical results. The ARDL results, which question the existence of a long-term
relationship, are given in Table 9.

Table 9. ARDL Bound Estimation Results

According to the results of the ARDL, there is a long-term relationship with a
margin of error of 10% (Pesaran et al., 2001). C02 and HP coefficients are
significant and positive. GDP is negative and significant.
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5. Discussion

Colombia ranks third among South American countries, after Peru and
Argentina, in terms of the ratio of house prices to income index in 2023, with
18.1. Again, after Venezuela and Argentina, it ranks third in the housing
affordability rate at 0.4. Among South American countries, Colombia ranks third
with 18.1 points, after Peru and Argentina, regarding the ratio of housing prices
to income. It ranks third in housing purchases, after Venezuela and Argentina,
with 0.4. Colombia ranks 9th in air pollution, 27th in the world, and 15th in the
Americas in crime rate (crime Index by Country 2024 (numbeo.com). All these
figures place Colombia among the countries experiencing problems such as
crime, air pollution, and housing prices.

Excessive increases in housing prices in recent years have become a severe problem
that profoundly affects many countries. Large masses of people are negatively
affected by this situation. Housing prices can affect crime through many
channels. As stated in the study's introduction, Merton's tension theory
constitutes the theoretical argument for the direct connection between housing
prices and crime. In capitalist societies, individuals aim to achieve a higher
standard of living. At this point, having a good job, a good home, and social
status constitute the primary goals of individuals. Individuals who encounter
obstacles in achieving these goals tend to commit crimes when the environment
and conditions in which the crime is committed are suitable.

On the other hand, the increase in housing prices affects both housing demand
and housing supply. The expectation that prices will rise further may force
individuals to own a house as soon as possible. At the same time, when housing
is considered an investment, speculative housing demand may increase.
Increasing demand brings with it an increase in supply. Producing more housing
leads to energy use and affects air pollution. At the same time, increasing housing
prices will increase individuals' consumption by creating a feeling of wealth
increase in middle-income households. It may lead to air pollution through
increased energy use.

Although the relationship between air pollution and crime cannot be fully
explained, there are various theories about how air pollution can lead to crime.
As stated in one of these theories, studies are proving that air pollution causes
vitamin D deficiency, and vitamin D deficiency causes anti-social behavior in
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children and cognitive disorders and depression in adults. On the other hand, air
pollution can cause the brain to produce less serotonin, which can lead to anxiety,
aggressive behavior, and crime. According to WHO (2024), air pollution causes
respiratory, cardiovascular, and neurological disorders, stress, and frustration.
Such situations can cause aggression and violence in some individuals. Many
studies reveal these relationships.

Since humans are complex, defining and predicting their behavior is problematic.
Moreover, modeling these behaviors requires high skill. When first heard of this
study, it may be challenging to consider the link between house prices, crime,
and air pollution. Establishing this connection may raise some questions.
However, theories and empirical studies show that thinking about this
connection is not far from reality. The empirical findings of our research also
support this relationship network.

6. Conclusion and Policy Implications

If we want to reduce the crime problem in society, we need to know that the
dynamics of crime can be affected by many factors. The primary life expectancy
of individuals is to survive in a safe and clean environment. The study's primary
purpose is to draw attention to the implicit connections of these dynamics, which
initially seem unrelated.

At this point, governments need to implement housing policies that promise a
better standard of living. Housing is one of human beings' most basic needs; every
person should benefit from the right to shelter. At this point, housing assistance
policies should be implemented according to income level to increase housing
affordability for low- and middle-income families. At the same time, fair rent
control and capping rent increases in a way that does not victimize landlords can
also protect low-income families. On the other hand, additional taxes are
successfully applied to vacant houses in some countries to prevent speculative
housing demand.

Various policies and practices should be considered to prevent excessive increases
in housing prices and, at the same time, to manage the housing sector sustainably
without increasing CO2 emissions. For example, building energy-efficient
buildings can reduce residential operating costs and CO2 emissions. At this
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point, encouraging green housing projects based on renewable energy sources can
reduce CO2 emissions while increasing the housing supply. On the other hand,
using the public transportation system to reduce C02 emissions is essential.
Therefore, it is of great importance to carry out urban planning in a way that
encourages sustainable transportation. Again, encouraging carbon-free or low-
carbon options in selecting construction materials can reduce CO2 emissions.

These and similar practices can prevent excessive increases in housing prices and
encourage sustainable housing sector practices without increasing CO2
emissions. However, each country and region has its dynamics. These policies
will need to be adapted to local conditions.

Suppose we evaluate the issue specifically in Colombia. In that case, the
following: In Colombia, which has a high hydroelectric potential, more
investments can be made in renewable energy sources such as hydroelectricity,
solar energy, wind energy, and biomass. In this way, the use of fossil fuels can be
reduced by reducing carbon emissions in the energy sector. Again, carbon
emissions can be reduced by encouraging clean production technologies in
industrial facilities. On the other hand, economic rewards can also be given to
companies that produce by paying attention to this issue.

Of course, raising public awareness and awareness is essential to implement clean
environmental policies. At this point, it is precious to encourage and inform
individuals about using energy-saving devices.

One of the most essential points to consider is the protection of existing forest
areas and the implementation of new afforestation projects. In this way, carbon
emissions can be reduced, biodiversity can be protected, and ecosystem services
can be improved.

Achieving all this will require firm policy and legal reforms. The government and
local governments can set stricter standards and targets for sustainability and
carbon reduction, which can reduce carbon emissions. However, the whole
society must be mobilized to reduce carbon. Scientific research, policy analysis,
and broad public participation are required to develop an effective strategy.
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Abstract

This study investigates unemployment convergence across eight South American countries from
1982 to 2022 utilizing a non-linear panel analysis framework. Specifically, the analysis
employs a two-regime threshold autoregressive (TAR) model, where the panel series exhibits unit
root characteristics. The TAR model integrates three methodologies: the determination of critical
values via the threshold model, panel unit root tests, and bootstrap simulations. Initially, a
linearity test was conducted, followed by a threshold autoregressive panel unit root test to
evaluate the stationarity of the series. The analysis results reject the null hypothesis of linearity
in the first stage. Subsequently, Chile was identified as the transition country between the two
regimes. Finally, the findings confirm the presence of convergence in both regimes. The results
Sfurther indicate that unemployment rates in the first regime exhibit conditional convergence.
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1. Introduction

outh American countries (SAC) comprise developing economies with

substantial populations, primarily located in the southwestern hemisphere.

Despite accounting for only 5-6% of the global population, these nations
hold a significant position in the global economy due to their abundant natural
resources (Gonzalez-Cabezas, Zaror and Herrera 2018). However, income
inequalities are one of the main problems common to the region (Bassey et al.
2023). Throughout its history, South America has undergone numerous
economic cycles characterized by periods of economic boom and bust, often
triggered by significant shocks such as high unemployment rates and financial
crises. High unemployment is a critical factor exacerbating migration flows to the
United States and Europe (Ayala, Cunado and Gil-Alana 2012). A notable
concern in Latin American labor markets in recent years is the increasing average
duration of unemployment periods, even in 2021 when unemployment rates
showed a declining trend (Maurizio 2022). This phenomenon is primarily
attributable to the region’s prolonged economic slowdown, further aggravated by
the COVID-19 pandemic, which had a severe impact on both the economy and
labor markets in the region (Beccaria, Bertranou and Maurizio 2022).
Additionally, many South American countries continue to grapple with deep-
seated structural issues, including widespread informal labor, low wages, low
average incomes, poverty, and inequality.

In countries such as Argentina, Brazil, and Uruguay in South America,
corporatist-origin institutions play a certain role in collective bargaining
processes, despite these nations not being characterized as coordinated economies
(Martin-Artiles, Chdvez-Molina and Semenza 2021: 42). The high prevalence of
the informal sector and unregistered employment are identified as key factors
behind this lack of coordination, creating significant barriers to collective
bargaining and wage policies. Unregistered employment not only leaves a large
segment of the workforce unprotected but also serves as a barrier to access quality
employment opportunities. Similarly, although Chile in South America is often
cited as an example of successful education and employment policies, it shares
similar developmental challenges with other Latin American countries
(Bogliaccini, Madariaga and Peralta 2022).
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Since the concept of convergence was introduced as a key implication of Solow's
(1956) neoclassical growth model, it has emerged as one of the most extensively
studied topics in economics. According to this theory, countries with lower per
capita income are expected to grow faster than developed countries, ultimately
converging in income levels. The concept of "income convergence" was first
rigorously analyzed by scholars such as Barro and Sala-i Martin (1992) and
Mankiw, Romer and Weil (1992). While much of the early research focused on
income convergence, recent studies have increasingly turned their attention to
panel analyses examining a broader range of macroeconomic indicators,
including unemployment, health, technology, energy, and inflation (Welsch and
Bonn 2008).

Research into the dynamics of unemployment rates began with the narural rate
hypothesis proposed by Phelps (1967, 1972) and Friedman (1968). This theory
posits that while unemployment rates may temporarily deviate in the short term,
they ultimately revert to their equilibrium level in the long term (Omay, Ozcan
and Shahbaz 2020). Hence, the effects of shocks to unemployment rates are
considered transitory. However, Blanchard and Summers (1986) introduced the
hysteresis hypothesis, which argues that such deviations can lead to a shift in the
long-term equilibrium, resulting in permanent effects. The persistence of these
impacts is attributed to demand-side shocks, causing unemployment rate series
to exhibit non-stationary behavior and underscoring the need for more assertive
central bank policies to restore unemployment to its mean. In this context,
inflation-targeting policies may inadvertently exacerbate unemployment (Kristi¢,
Dumanc¢i¢ and Arcabi¢ 2019). Another perspective is provided by Phelps' (1995)
structuralist hypothesis, which suggests that unemployment rates can undergo
permanent structural changes over time. The labor market’s tendency to return
to equilibrium in the long run also points to the phenomenon of unemployment
rate convergence. A lack of labor market flexibility implies a slower pace of
economic convergence to a steady state (Alonso, Echevarria and Tran 2004).
Therefore, understanding the stochastic behavior of labor markets is crucial for
designing effective employment strategies.

This study investigates the convergence of unemployment rates across eight
South American countries over the period 1982-2022, using annual data and
applying the nonlinear panel unit root test proposed by Beyaert and Camacho
(2008). Specifically, the study explores whether the effects of temporary shocks
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on unemployment rate disparities, relative to the average of the eight South
American countries, dissipate over time, thereby testing the hypothesis of
unemployment rate convergence. Understanding this convergence is crucial for
evaluating the evolution of unemployment rate disparities across South American
countries and for comparing socioeconomic development between regions.
Furthermore, in South American countries, the implementation of common
policies focused on labor market formalization, collective bargaining, and
enhanced social protection for workers could serve as effective measures to
address inequalities (Martin-Artiles, Chdvez-Molina and Semenza 2021).
Certainly, while countries in Latin America and the Caribbean share common
challenges related to external dependency, poverty, and fragile economic
structures, the region is inherently heterogeneous (de Almeida, Esperidiao and de
Moura 2024). The differences among these countries necessitate caution when
making generalizations about the entire region. Taking this inter-country
heterogeneity into account, we have limited our analysis to the countries of South
America.

The primary contribution of this study lies in its application of the two-regime
threshold autoregressive (TAR) panel unit root approach developed by Beyaert
and Camacho (2008). This methodological innovation distinguishes our
research, as it represents the first application of this approach to analyze
unemployment convergence in South America. Previous studies have largely
overlooked the nonlinear characteristics of unemployment rates. The TAR unit
root approach offers several distinct advantages. Firstly, it begins by testing for
linearity against nonlinearity, with problematic parameters addressed through
bootstrap probability values using the likelihood ratio principle. If linearity is
rejected, the analysis progresses within a nonlinear framework, allowing the data
to be segmented into two regimes. This segmentation enables the data to exhibit
different characteristics across regimes, meaning countries may converge in one
regime while diverging in another. Additionally, this approach allows for
differentiation between absolute and conditional convergence, incorporating
various convergence models within each regime (Beyaert and Camacho 2008).
Our key findings indicate that the convergence hypothesis was not rejected for
either Regime I or II. Furthermore, the results suggest that conditional
convergence prevails in Regime 1.The remainder of the study is structured as
follows: Following the introduction, the second section provides a review of the
literature. The third section introduces the econometric methodology. In the

60



ESSAYS ON
ECONOMICS & POLITICAL ECONOMY
Editors: Sevket Alper Kog, Ismail Siriner

fourth section, data and empirical findings are presented, leading to the
conclusion in the final section.

2. Literature Review

The convergence hypothesis, initially articulated in Solow's (1956) seminal work
"A Contribution to the Theory of Economic Growth," has become one of the
most empirically tested hypotheses across a range of macroeconomic variables
within the growth literature. Over time, various empirical strategies have been
developed to assess the validity of this hypothesis. Among these, the most widely
recognized are the absolute-f and conditional-B convergence tests. Absolute-f3
convergence suggests that unemployment rates converge toward a common
stationary level, irrespective of local conditions. In contrast, conditional-
convergence posits that convergence is contingent upon structural parameters

unique to specific local labor markets (Barro and Sala-i-Martin 1992: 224-227).

Additionally, the distribution of unemployment rates across specific countries or
regional groups over time is often tested for o-convergence. This form of
convergence assesses whether disparities in unemployment rates are diminishing
over time. The persistence of regional differences in unemployment rates is
further analyzed using the stochastic convergence approach, as initially explored
by Carlino and Mills (1993), Bernard and Durlauf (1995), and Evans and Karras
(1996). The stochastic convergence framework not only identifies the presence
of a convergence process but also determines which regions are converging and
which are not (Carrion-i-Silvestre and German-Soto 2007). This approach is
particularly robust when applied through unit root and co-integration
methodologies that account for structural breaks, enhancing the detection of
stochastic convergence (Tyrowicz and Wéjcik 2010a).

While there exists a substantial body of research on unemployment hysteresis,
studies focusing on unemployment convergence remain relatively scarce. The
majority of the literature is concentrated on European Union countries (e.g.,
Baddeley, Martin and Tyler 1998; Bayer and Juessen 2007; Costantini and Lupi
2006; Tyrowicz and Wéjcik 2010a, 2010b, 2011; Simionescu 2014; Beyer and
Stemmer 2016). In contrast, research addressing Latin American or South
American countries is limited and predominantly takes the form of regional
studies. For example, Gomes and da Silva (2009) provide strong evidence
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supporting hysteresis across six metropolitan regions in Brazil, highlighting the
persistence of unemployment disparities among regions. On the other hand, De
Figueiredo (2010) utilized the fractional stochastic convergence criterion
developed by Mello and Guimaries-Filho (2007) to uncover evidence of
convergence in regional unemployment rates within Brazil. Meanwhile, Diaz
(2016) employed a spatial Durbin model in his study of Colombia but did not
find evidence supporting unemployment convergence.

Conversely, recent literature has increasingly focused on the nonlinear behavior
of unemployment rates (Skalin and Terisvirta 2002; Franchi and Ordéfez 2011;
Cuestas, Monfort and Ordéfnez 2015). Nefigi's (1984) pioneering work in this
area has been particularly influential. Neft¢i (1984) explored the impact of
business cycle fluctuations by applying a second-order Markov chain to analyze
the asymmetric behaviors of the US unemployment series, identifying that
unemployment rates exhibit different regimes. Building on this foundation,
Franchi and Ordénez (2011) investigated the nonlinear dynamics of
unemployment rates in Spain using multiple equilibrium models. Nonlinear time
series models allow for the examination of dynamic behavior that depends on
varying regimes, offering a more nuanced understanding of unemployment
dynamics. Similarly, Cuestas, Monfort and Ordéfiez (2015) employed a flexible
nonlinear methodology, based on smooth transition mechanisms, to explore the
influence of Germany on the convergence process of Central and Eastern
European countries with Western Europe. Their findings revealed the existence
of two convergence clubs. Thus, this study underscores the necessity of moving
beyond traditional linear methodologies to capture the nonlinear dynamics of
unemployment rates effectively.

3. Method

3.1. Methodology

This study employs an econometric framework, specifically Model (1) developed
by Beyaert and Camacho (2008), to investigate real convergence within a
nonlinear panel data context. The methodology encompasses three core
approaches: the threshold autoregressive model, panel data unit root tests, and
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the computation of critical values using bootstrap simulation techniques (Beyaert
and Garcia-Solanes 2009; Yavuz and Yilanci 2013; Yilanci and Pata 2020).

The initial phase of the methodology involves applying Model (1) to assess the
linearity of the model. This is followed by utilizing Evans and Karras (1996) to
test for real convergence in panel data. The approach allows for a detailed
examination of convergence dynamics by accounting for potential nonlinearities
and structural breaks.

Aun,t =6, + PnUni-1 Tt Z?=1 (pn,iAn,t—i + Ents n=1..,N, t=
1,..,T oy

where 7 denotes cross-sectional units, and, # represents time periods. The variable
Uy ¢ is defined as U, = U, ;—U;, where U, ; denotes the unemployment rate
of country nand U, represents the average unemployment rate across 7 countries.
The assumptions of the model are as follows:

HO:pn =0
Hy:p, <0

The failure to reject the null hypothesis (p,, = 0) indicates divergence of the 7
units (countries), whereas the condition 0 < —p,, < 1 for all 7 units implies
convergence across all units. In other words, the alternative hypothesis implies
convergence of country economies, whereas the opposite indicates divergence.
This precisely tests whether panel series are in a unit root process (Tipoy 2019).

When the linearity assumption is not rejected, the convergence analysis continues
within the linearity framework. Conversely, if the linearity assumption is rejected,
the investigation is continued with the nonlinear extension proposed by Beyaert
and Camacho (2008) through Model (2), which is an extension of the Evans-
Karras approach.

Aun,t = [6‘£l + pﬁun,t—l + Zf:1 ¢£1,iAun,t—1]I{zt_1<k} + [6£I.I + pgllun,t—l +
f:l (pgll,iAun,t—l]I{zt_lzk} + sn,t (2)
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Model (2) is based on a two-regime, panel data threshold autoregressive model
in which the panel series exhibit unit roots.

These testing results confirm that the validation of the non-linear model indicates
the impact of the cyclical position in the economy on convergence, whereas when
a linear model is assumed, there Is no effect on convergence (Beyaert and Garcia-
Solanes 2009).

When the assumption of a linear model is rejected, in the second step of the
research, divergence-convergence against divergence is tested within the

framework of Model (2). The null hypothesis of the model is:

HO,Z:pn = ,01111 = Ovn

If pl, = pIl = 0 for all 7 is not rejected, it is assumed that there is divergence in
both regimes; conversely, 0 < pi < 1,i = I,1I,V,,= 1, ..., N is acceptted, it is
assumed that there is convergence in both regimes. If a country shows
convergence in one regime but not in another, partial convergence or divergence

occur (Beyaert and Garcia-Solanes 2009). Depending on the economic interest
area, three different hypotheses can be proposed:

Hyz: P <0,p5 <0V,
Hyz,iph < 0,05 =0V,
Hyzipn =0,p1 <0V,

The hypothesis H,,  that expresses full convergence implies that units converge
in both regimes; the other two alternative hypotheses imply partial convergence,
meaning convergence only in either the I or II regimes. If the parameter J,, in
the model is zero (§,, = 0), it indicates absolute convergence for all n, whereas if
it is non-zero, it signifies conditional convergence.

In Model (2), the binary variable I{x} takes the value 1 when I{z,_; < 4} occurs
and 0 otherwise. In this context, Model (2) indicates that the system is in one of
two different regimes depending on the movement of unemployment at any time
t.
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If I{x} = 1, then {z,_; < A}, the system is in the first regime, and the model is:
Au,, = [5711 + pTIIuTL,t—l + Z?:l ‘P;Iq,iAun,t—l] + Enge 3)
If I{x} = 0, then {z,_; < A}, the system is in the second regime and the model:
Au,, = [57111 + p7111un,t—1 + Z?:l §0£LI,iAun,r—1] + Ent (4)

The threshold parameter, A, and z, variable, compares the value taken at time t
with the value taken at time (t-1), determining whether the economy is in regime
I or regime II. The variable z; can be cither exogenous or endogenous. The
parameter A, like other parameters of the model, is an unknown value and should
be estimated (Yavuz and Yilanci 2013). For the null and alternative hypothesis,
it is assumed that the coefficients p provide the same characteristics for all
countries at a given time.

In panel data analysis, the R? = t7 + t; statistic is used to distinguish between
alternative hypotheses. Here, t; and t;;, p& and p}! are #-type statistics related to
parameter estimation. For each regime:

N

Pn .
=i =111

Pn
According to the definition of R?, large R? values support convergence. For any
i=I, II regime, large t; values are evidence supporting convergence.

The final step of the research encompasses the process of testing conditional
convergence against absolute convergence in the regime where convergence
emerges. Absolute convergence presupposes a process in which converging
countries share the same steady state, whereas conditional convergence refers to
a non-coincident parallel process. In the context of Model (2), it is concluded
that there is absolute convergence when the hypothesis p, < 0 is maintained for
V, and V;, and p} = 0 V,, for V,, ve V;. In the scenario where convergence
occurs only in one regime, if the convergence process is partial, for example, in
regime I, absolute convergence corresponds to p& = 0, V,,= 1, ..., N.
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However, another interesting scenario in a two-regime model is when p} <
O,n=1,..,N;i =111 emerges, but only for a single ; pL=0. Such a
situation indicates the presence of absolute convergence in one regime (I or II)
and conditional convergence in the other (Beyaert and Camacho 2008). To test
these different scenarios, @q, @5, and @, statistics are employed.

0o = o {Z0[t(8)] + T [e(8N]'} 5)
oo === {ZN[e(81)]} ©
g = {2, [¢ (B} )

The acceptance of alternative hypotheses Hy 54, Hy 5p, and H, 5. against the null
hypothesis Hy , is evaluated based on the ¢, ¢},, and @, statistics as follows
(Beyaert ve Camacho 2008; Tipoy 2019):

When the null hypothesis Hy , is rejected in favor of the alternative hypothesis
HA,Za:

e If g, is too large: Conditional convergence in both regimes;

e If ¢, is too large and ¢, is not: Conditional convergence under regime
I and absolute convergence under regime I1;

e If ¢, is to large and ¢, is not: Conditional convergence under regime

IT and absolute convergence under regime I;

When the null hypothesis H , is rejected in favor of the alternative hypothesis

HA,Zb:

e If ¢, is too large: Conditional convergence under regime I;
e If ¢, is not large enough: Absolute convergence under regime I;

When the null hypothesis Hy , is rejected in favor of the alternative hypothesis
HA,ZC:
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e If ¢, is too large: Conditional convergence under II;
e If ¢, is not large enough: Absolute convergence under regime I1

3.2. Data

The dataset for this study comprises annual unemployment rates for Argentina,
Brazil, Bolivia, Chile, Colombia, Paraguay, Peru, and Uruguay spanning from
1982 to 2022. Although South America consists of 12 countries, data scarcity has
significantly hindered comprehensive unemployment analysis. Unemployment
statistics are often fragmented, with substantial variations in measurement
practices across countries and over time (Ball, Roux and Hofstetter 2013).
Consequently, the selection of South American countries for this study was based
on data availability, with all data sourced from the World Bank's Development
Indicators (WDI) and national statistical agencies. Due to limitations in data
completeness, interpolation techniques were employed to estimate
unemployment rates for some countries.

Table 1 presents the estimated correlation matrix for unemployment rates. The
matrix reveals distinct groupings of countries based on the degree of correlation
in their unemployment rates. Specifically, Argentina, Brazil, and Uruguay display
a high positive correlation in their unemployment rates. Conversely, Argentina
shows a negative correlation with Bolivia, Chile, and Peru. Chile exhibits a similar
cyclical pattern in unemployment rates with Colombia and Paraguay. Brazil, in
contrast, has a negative correlation with Peru, while Bolivia also shows a negative
correlation with Brazil.

Table 1: Correlation matrix

Argentina _ Bolivia Brazil Chile Colombia _ Paraguay  Peru Uruguay

Argentina 1

Bolivia -0.44574 1

Brazil 0.536129  -0.65768 1

Chile -0.10068 0.321021 0.023264 1

Colombia  0.364193  0.112684 0.306581 0.503954 1

Paraguay  0.059042  0.230818 0.215416 0.451263 0.413111 1

Peru -0.14826 0.464489 -0.50726 0.168664 0.011622 0.20685 1

Uruguay  0.615828 0.163405 0.199931 0.421069 0.538788 0.386771 0.170864 1

Figure 1 illustrates the distribution of unemployment rates across eight South
American countries from 1982 to 2022. The figure highlights a notable pattern
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of elevated unemployment rates, particularly pronounced during the 1990s. This
period was marked by significant economic transformations, including
liberalization of foreign trade, production rationalization efforts, and the
introduction of atypical employment contracts involving foreign capital (Oliveira
de Menezes 2021). As depicted in the figure, unemployment rates in the analyzed
countries began to decline in the 2000s but experienced a sharp increase from
2015 to 2020. Post-2021, there has been a noticeable downward trend in
unemployment rates. Nonetheless, addressing employment policies remains a
substantial challenge due to the inherently fragile and unequal nature of labor
markets in South American countries.

Figure 1. Annual unemployment rate for Argentina, Bolivia, Brazil, Chile,
Colombia, Paraguay, Peru and Uruguay
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The data indicate significant heterogeneity in unemployment rates across Latin

America. Long-term unemployment rates vary notably, ranging from 5.4% in

Peru to 11.5% in Colombia. The average unemployment rate across the countries
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under study is 8.14%, with a standard deviation of 3.79%. This considerable
variation underscores the need to investigate the validity of the convergence
phenomenon within the context of unemployment in South American countries.

4. Empirical Results

To provide a comparative analysis with the TAR panel methodology, the linear
Evans-Karras model was first estimated. The results presented in Table 2(a)
indicate convergence of unemployment rates among the eight South American
countries, as the null hypothesis of divergence is rejected, evidenced by a p-value
below the 0.05 significance level. However, the null hypothesis of absolute
convergence cannot be rejected, as the p-value (0.69) exceeds the conventional
critical value of 0.05.

Tablo 2: Results of Linear Evans-Karras and TAR Model

(a) Results of linear Evans—Karras model

Divergence versus convergence Absolute versus conditional convergence
0.0001 0.6945

Convergence Absolute convergence

(b) Results of TAR model

Linearity tests Transition country d A % observations in regime I

Unrestricted Restricted
0.0134 0.0112 Chile 1 -0.5781 21.6216

Convergence tests

Divergence versus convergence Absolute versus conditional convergence
Regime I Regime II Both Regime I Regime II Both
0.0096 0.0006 0.0004 0.0598 0.1598 0.0479

Full convergence Conditional in Regime I and Absolute in Regime II

Note: The critical values represent the p-probability values from 10,000 iterations of bootstrap
resampling. d and A respectively denote the lag and threshold parameters. The lag length in
both linear and non-linear TAR models is determined using the Bayesian Information
Criterion (BIC).

Table 2(b) presents the statistical results of the nonlinear TAR model. The initial
analysis, as shown in Table 2(b) indicates that both the restricted and unrestricted
bootstrap  p-values ( Prestricted = 0.0112  and  Puprestrictea = 0.0134
respectively) are below the %5 critical value. These results require rejecting the
null hypothesis of linearity for the panel data. Chile has been identified as the
transition country between regimes, with this designation being determined
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endogenously within the model. The estimated threshold parameter (A) is -
0.5781. Therefore, it can be stated that the transition variable is Ucypp s —
Uchirg -1 and Regime 1 corresponds to the years when the difference between
Chile's unemployment growth rates and the average unemployment growth rates
of the eight South American countries is below -0.5781%. Observations with
values below this threshold fall into Regime I, whereas those above the threshold
belong to Regime II. Regime I accounts for only 21% of the sample, while
Regime II comprises 79% of the observations.

In the bottom section of Table 2(b), the hypothesis of convergence versus
divergence is tested for Regime I, Regime II, and both regimes combined. The
null hypothesis, which posits no difference in means between the two regimes, is
rejected with p-values of 0.0096 and 0.0006, respectively. This indicates the
presence of convergence across both regimes. Thus, it can be inferred that
unemployment rates have converged within each regime, signifying complete
convergence. However, the degree of convergence in Regime II is stronger than
in Regime I. Additionally, the null hypothesis of "absolute convergence versus
conditional convergence" is rejected in Regime I at the 0.10 significance level
(0.059<0.10) but is not rejected in Regime II. Therefore, conditional
convergence is confirmed for Regime I at the 0.10 significance level.
Furthermore, the rejection of the null hypothesis of a unit root in both regimes
suggests that shocks to unemployment differentials are temporary.

Figure 2 shows the series depicting deviations of unemployment rates from the
regional average. Notably, since the 2000s, these deviations have been relatively
low, indicating a trend toward convergence in unemployment rates among South
American countries. Countries such as Argentina, Brazil, and Chile achieved
middle-income status during the 1960s and the first half of the 1970s. However,
from the 1980s onward, they entered a prolonged period of crisis due to political
and social instability. Many Latin American countries found themselves in a
'middle-income trap' during the 1990s, marked by financial and economic crises,
high unemployment, and widespread poverty. Argentina, Uruguay and Brazil
have significant labor inequalities in the formal and informal sectors (Martin-
Artiles, Chdvez-Molina and Semenza 2021: 51). Persistent issues such as income
inequality, poverty, unemployment, and frequent regime changes continue to
fuel social unrest and economic instability (Wu and Fang 2024). Income
inequality is not only a problem for South America but for all of Latin America,
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which remains the most unequal region in the world. In Latin America, the
richest 10% of the population holds 22 times the income of the poorest 10%,
which is double the average in industrialized countries (Busso and Messina 2020).
This is a structural iproblem, highlighting the persistent cycle of job and wage
loss for those at the bottom of the income distribution.

Figure 2. The difference between the unemployment rates and the average
in Eight South American countries.

e
1985 1990 1995 2000 2005 2010 2015 2020
ARGENTINA BOLIVIA BRAZIL
CHILE COLOMBIA PARAGUAY
PERU RESID URUGUAY

Figure 3 presents the TAR estimation graph, highlighting the periods associated
with each regime, the threshold value, and the transition variable for the South
American countries analyzed. The graph shows that Regime II predominated
across the study period from 1982 to 2022, with the exception of the years 1993
and 2005.
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Figure 3. Threshold of the Eight South American Countries

GaUBS  Mon Mar 11 1Zi4iaT 20z

Threshold variable refers to Chile with d=1 - -------- Threshold

Note: The horizontal line represents the threshold (-0.5781). The threshold variable is Chile
(d=1).

Convergence in unemployment rates across eight South American countries
occurred during different periods under the two regimes. In the first regime,
convergence was observed during 1982-1987, 1993-1994, 1998, and 2009,
whereas under the second regime, it took place during 1988-1992, 1995-1997,
1999-2008, and post-2010 periods. Among the reasons for this divergence is the
significant increase in unemployment rates, by more than three percentage points
in countries such as Argentina, Bolivia, and Colombia, due to the financial crises
experienced in the 1990s. However, other countries witnessed comparatively
minimal increases in unemployment rates. Colombia persisted with high levels
of unemployment and reached its peak in 2000. As identified by Lora and
Mirquez (1998), despite high growth rates and moderate increases in labor
supply in Latin America during the 1990s, high unemployment rates prevailed.
Unemployment rates remained low in countries where they were previously low
and continued to be high in countries where they were initially high. Throughout
crisis periods, the informal sector became a fundamental characteristic of labor
markets in certain South American countries.
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5. Conclusion

Labor markets in South America have been experiencing increases in
unemployment and informal employment. The quantity and quality of jobs
created in the region have changed because of slowing growth, high inflation, and
the worsening global crisis intensified by Russia' s attack on Ukraine. In this
study, Evans and Karras' (1996) approach, extended nonlinearly by Beyaert and
Camacho (2008), is used to test real convergence in unemployment rates across
eight South American countries for the period 1982-2022. This approach
employs a threshold model, nonlinear panel unit root tests, and bootstrap critical
values to test convergence. Thus, by incorporating nonlinearities, a convergence
analysis accounts for serial correlation and cross-sectional dependency correction
(Tipoy 2019). The TAR method proposed by Beyaert and Camacho (2008) for
convergence and divergence decision making is also a method for detecting unit
roots in a series. The results obtained primarily indicate that shocks to the
differences between unemployment rates and the regional average in both
regimes are temporary. It is understood from the study that, except for minor
deviations in the 1980s and 1990s under the first regime, the second regime has
been dominant, especially from the 1990s onwards. Both regime periods are
characterized by debt and financial crises in Latin America.

Second, the possibility of convergence in unemployment rates across eight South
American countries is investigated for both regimes. Our findings confirm the
existence of convergence in both regimes; however, conditional convergence is
observed in the first regime. In other words, while countries converge to a
common stationary state in the second regime, each country converges to its
individual stationary state in the first regime. The results demonstrate that the
response of unemployment to structural problems in the region is similar for at
least eight South American countries. Labor market challenges are among the
fundamental development issues in Latin American countries. In this regard,
overcoming structural unemployment issues is crucial for the development of
regional collaborations and the adoption of common employment policies.
Unemployment in the region is particularly affected by the rural population, and
government regulations remain weak (Ball, Roux and Hofstetter 2013). Thus,
the dynamics of unemployment in the eight considered South American
countries are similar due to demand-driven downturns. Another finding of this
study is that the difference between unemployment rates and the average is
nonlinear.
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Appendix

Code
AlS
[e08)

DPK

GKF
GLs
GOL
GPF
IAT
KCvV
KIS
KLU

KSK
KSR

KIM

Fund Name
Ak Portfolio Rental Certificates Participation Fund
Active Pordolio Technology Participation Fund
Inveo Portfolio Multi-Asset Participation Fund
Deniz Portfolio Lease Certificates Participation (TL) Fund
Qinvest Pordfolio Rental Certificate Participation (TL) Fund
Foneria Portfolio Participation Fund
Foneria Portfolio Muld-Asset Participation Fund
Qub Finans Portfolio Multi-Asset Participation Fund
Global Md Portfolio Participation Fund
Azimut Portfolio Lease Certificates (Sukuk) Participaion Fund
Garanti Portfolio Gold Participation Fund
Garanti Portfolio First Participation Fund
I Portfolio Rental Certificates Participation (T1) Fund
Kuveyt Turk Porcfolio Multi-Asset Participation Fund
Qinvest Porcfolio Lease Certificate Participation (Exchange) Fund.
Kuveyt Turk Porcfolio Money Market Participation (TL) Fund
Azimut Portfolio Precious Metals Participation Fund.
Kuveyt Turk Portfolio Encrgy Participation Fund
Azimut Portfolio Second Lease Certificates Participation Fund
Kuveyt Turk Portfolio Sustainability Participation Fund
Kuveyt Turk Porefolio Technology Participation Fund
Kuveyr Turk Portfolio First Participation (TL) Fund
Kuvey Turk Porcfolio Lease Certificates Participation (TL) Fund
Kuveyt Turk Porcfolio Short-Term Rental Centificates Parcicipacion (TL) Fund
Kuveyt Turk Porcfolio Precious Metals Participation Fund
Kuveyt Turk Portfolio Gold Parcicipation Fund
Active Pordolio Short-Term Rental Certificate Participation (TL) Fund
Active Portolio Lease Certificate Participation (TL) Fund
Nurol Portfolio First Participation Fund
Oyak Portfolio Gold Participation Fund
Qinvest Pordfolio Participation Fund
Au Portfolio Gold Participation Fund
Albarska Pordfolio Bercket Foundation Support Gold Parcicipation Fund
Albarska Pordfolio Participation Fund
Albaraka Portfolio Rental Certificates Participation Fund
Albaraka Portfolio Short-Term Rental Certificaes Participation (TL) Fund
Re-Pic Portfolio Gold Participation Fund
Ziraat Portfolio Gold Parcicipation Fund
“Teb Portfolio Lease Certificates (Currency Exchange) Participation Fund
Ziraat Portfolio Second Short-Term Rental Certificates Participation (TL) Fund
Isanbul Portfolio Lease Certificates Participation Fund
Yapi Kredi Portfolio Lease Certificates Participation Fund
Ziraat Portfolio Participation Fund (Exchange)
Ziraat Portfolio Lease Certificates (Sukuk) Participation Fund

Total Participation Fund Porcfolio Size in Turkey
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Portfolio Size
246,436,103.96
594,552,619.53
305,264,598.49
155,128,338.99
100,191,462.56
144,138,813.32
75,476,120.39
435,585,298.87
45,001,756.43
71,839,074.96
106,217,251.49
141,506,352.13
176,888,046.97
623,577,813.23
151,993,195.75
13,264,354,033.38
614,805,451.95
184,309,333.93
24,600,190.82
485,942,202.39
155,944,229.66
259,596,494.20
138,751,529.23
5,926,370,868.53
873,718,669.67
17,126,910,682.33
318,991,088.19
143,099,865.17
9,243,379.86
468,757,227.84
76,313,681.54
263,772,334.38
498,250,970.92
99,824,598.05
14,439,338.37
1,488,976,836.10
41,186,090.59
5,546,439,178.64
451,708,503.50
1,631,136,080.35
41,517,931.94
120,934,871.66
1,945,765,960.94
373,504,825.84
55,962,963,297.04
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Abstract

The wood and wood products industry ranks among the key resources utilized by humans to
meet housing, heating, and food needs. Encompassing industries such as lumber and parquet
manufacturing, particleboard and fibreboard production, veneer and plywood manufacturing,
and wooden construction, the wood and wood products sector holds substantial importance due
to its interrelation with numerous other industries. These include the furniture sector, forestry,
adhesive and chemical production, sawmills and carpentry, paper manufacturing, construction,
decoration, timber trade, petroleum products trade, automotive, energy, profile manufacturing,
Jorest-village cooperatives, cement production, metal industry, paint/varnishlinsulation
materials, and door and window joinery and fittings. The study analyses the market structure
and competition level of the wood and wood products industry for the period of 2012-2023
using concentration indices (CRy, CRs, HHI, HTI, RI, CCI, EI). The findings reveal that
market concentration in the sector decreased between 2012 and 2018 but showed an upward
trend in the post-2018 period. Notably, in 2021, market concentration reached its peak,
leading to a decline in competition. The increase in concentration indicates that the influence
of large firms in the market has grown, while the competitive power of smaller firms has
diminished.

Keywords: Concentration Indices, Wood and wood Products Industry, Tiirkiye.
Jel Codes: D40, D43
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1. Introduction

ood and wood products are among the primary resources used by

humans to meet their housing and heating needs. Currently,

approximately 2.5 billion people worldwide rely on forest products
for their daily heating and cooking needs, with nearly half of the wood obtained
from forests being utilized for energy purposes (Ministry of Agriculture and
Forestry of the Republic of Tiirkiye, 2020: 7). On the other hand, advancements
in production methods and the diversification of needs have led to the discovery
of various ways to utilize wood and wood products. While unprocessed wood is
primarily used as firewood, processed wood has over 6,000 applications
(Depisgen, 2018: 1).

In this context, the wood and wood products encompass industries such as the
lumber and parquet industry, particleboard (chipboard) and fibreboard (MDEF)
industry, veneer and plywood industry, and wooden construction industry.
Furthermore, the industry is closely linked to various other industries, including
the furniture sector, forestry, adhesive and chemical production, sawmills and
carpentry, paper industry, construction sector, decoration, timber trade,
petroleum products trade, automotive industry, energy, profile manufacturing,
forest-village ~ cooperatives, cement  production, metal  industry,
paint/varnish/insulation materials, as well as door and window joinery and
fittings industries (Depisgen, 2018: iv-v).

Trees harvested from forests are subject to various classifications for industrial
use. In certain studies (Depisgen, 2018: 15), forest products are categorized into
two groups: wood-based products (primary forest products derived from the tree
through various stages and processes, such as logs, utility poles, mining poles,
industrial wood, pulpwood, fibreboard and chipboard wood, stakes, rods, and
firewood) and non-wood forest products (resin, pine torchwood, bay laurel,
boxwood, root wood, thyme, sage, pine nuts, mushrooms, and various plant
bulbs). In other studies (Bakir, 2019: 6-7), forest industries are grouped into
three categories: primary manufacturing industry (e.g., sawmill industry, panel
industry including veneer, plywood, blockboard, particleboard, and fibreboard,
as well as pulp and paper industries), secondary manufacturing industry (e.g.,
production of parquet, joinery, furniture, prefabricated houses, utilizing the raw
and semi-finished products of the primary manufacturing industry), and other
forest products industries (e.g., musical instruments, shoe molds, wooden toys,
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wood-turned products, pencil industry). In Tirkiye, approximately 70% of
lumber production in the wood-based group is used in construction, 20% in
furniture, and 10% in packaging and other sectors, with annual per capita lumber
consumption ranging between 75 and 85 dm? (ACI, 2017: 3).

An analysis of the distribution of Tiirkiye's agricultural land reveals that, in 1988,
20.2 million hectares (48.16%) of the total 41.9 million hectares of agricultural
land were forested. By 2023, the total agricultural land had decreased to 38.6
million hectares, while forested land had expanded both in absolute terms (23.4
million hectares) and proportionally (60.54%) (TSI, 2024a). Globally, the
countries with the largest proportional forest areas include the Russian
Federation, Brazil, Canada, the United States, and China, collectively accounting
for nearly half of the world's total forest area (Depisgen, 2018: 14, 27).

The history of Tiirkiye's wood products industry dates back to the 1200s, driven
by the production of agricultural tools such as barrels, carts, plows, and forks, as
well as small handicrafts. However, the industry remained limited to sawmills
powered by water and human labour until the late 1800s. The first industrial-
scale lumber factory was established in Istanbul in 1892, but the number of such
facilities reached only 33 by 1938 (Yildirim and Emiroglu, 2022: 156; Agac-Is
Union, 2024: 1). The industry experienced significant growth following the
planned development period initiated in 1963 (Sahin, 2013: 26). As of 2022, the
number of firms operating in Tiirkiye’s wood and wood products industry was
25,016 (TSI, 2024b). While a significant portion of these are small enterprises,
only 10 are among the largest 1,000 firms in the country (IC1, 2024).
Consequently, the industry displays a structure characterized by a small number
of leading firms and a large number of follower firms. This structure, while
related to the diverse manufacturing areas within the industry, underscores the
necessity for market concentration and competition analysis. Considering this
structure, the study aims to analyse the market concentration and competition
level in Tiirkiye’s wood and wood products industry for the 2012-2023 period
using concentration indices.
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2. The Wood and Wood Products Industry: Its Importance for the
World and Tiirkiye

The wood and wood products industry, which is classified in NACE.2 sector
classification as Group 16: "Manufacture of wood, wood products, and cork
products (excluding furniture); manufacture of articles of straw, plaiting
materials, and similar materials" (SATSO Trade Portal, 2024), is among the
significant industries worldwide. As of 2023, the global trade volume for wood
and wood products reached $315.9 billion. In the same year, global exports of
wood and wood products amounted to $154.7 billion. China ranked first in
exports with $17.4 billion (11.22%), followed by Canada and Germany with
$13.4 billion and $11.1 billion, respectively (Table 1). The top five exporting
countries accounted for a combined share of 37.37% of global exports. Tirkiye,
with $1.8 billion in exports, ranked 26" in the world’s wood and wood products
export rankings in 2023. Global imports of wood and wood products in 2023
were valued at $161.1 billion. The United States ranked first with $24.9 billion
in imports (15.48%), followed by China and Japan with $17.7 billion and $10.2
billion, respectively. Tiirkiye imported $1.1 billion worth of wood and wood
products, accounting for 0.7% of global imports, and ranked 29%. The top five
importing countries collectively accounted for 43.95% of the global wood and
wood products import market.

Table 1: Global Wood and Wood Products Trade in 2023 (million $)*

Export Import
Value Ratio (%) Value Ratio (%)
1| China 17,359.7 11.22 1| USA 24,936.9 15.48
2 | Canada 13,448.9 8.69 2 | China 17,748.2 11.02
3 | Germany 11,124.8 7.19 3 | Japan 10,176.3 6.32
4| USA 9,563.9 6.18 4 | Germany 9,567.4 5.94
5 | Russian Fed. 6,324.4 4.09 5| UK 8,384.5 5.20
Total 57,821.8 37.37 Total 70,813.3 43,95
26 | Tiirkiye 1,787.7 1.16 29 | Tiirkiye 1,129.1 0.70
World 154,739.1 100.00 World | 161,125.4 100.00

* It Is prepared by aggregating the groups listed in the Trade Map dataset: 44 - 'Wood and articles of
wood; wood charcoal’: 45 - 'Cork and articles 0f cork’; and 46 - Mﬂnufarture: of.ftmw, esparto, or other
plaiting materials; basketware and wickerwork'.

Source: Trade Map, 2024.
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According to FAO (2024) data, China ranks first in global wood-based panel
production with an output of 165.8 million m?, followed by the United States
(31.4 million m?3), the Russian Federation (16.9 million m3), and India (15.4
million m3). Tiirkiye ranks fifth globally, producing 12.9 million m? of wood-
based panels. A detailed examination of Tiirkiye's wood product production
reveals that the total production, which was 38.4 million m? in 2012, increased
by 36.2% to reach 52.3 million m? by 2023 (Table 2). This growth underscores
the industry's sustained importance and continuous production increase over
time. In 2023, production data show that coniferous wood for pulpwood, round
and split ranked first with 8.4 million m?, accounting for 16.2% of total
production. This was followed by coniferous sawlogs and veneer logs (6.7 million
m3; 12.7%), medium/high-density fibreboard (MDF/HDEF) (6.5 million m3;
12.3%), coniferous sawnwood (6.2 million m?; 11.8%), and particleboard (5.8
million m?3; 11.0%).
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MARKET CONCENTRATION
Onur Demirel
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Parallel to the global development of the industry, its importance within the
Turkish economy has been steadily increasing. When examining its historical
development, the production of wood and wood products, which was 447.71
billion TL in 2009, reached 10.28 trillion TL by 2022, accounting for 1.47% of
the total manufacturing industry production (Table 3). An analysis of the share
of the wood and wood products industry within total manufacturing industry
production reveals that this share has fluctuated between 1.22% and 1.49%, with
an average of approximately 1.41%.

Table 3: Production Values: the Turkish Manufacturing Industry and
the Wood and Wood Products Industry

Manufac-tu-ring Industry Wood and Wo‘oc‘i Products Industry Ratio (%)
(million TL) (million TL)

2009 447,711 6,368 1.42
2010 538,842 7,744 1.44
2011 712,234 9,699 1.36
2012 771,754 11,340 1.47
2013 866,169 12,267 1.42
2014 996,977 14,669 1.47
2015 1,116,847 16,406 1.47
2016 1,220,497 17,803 1.46
2017 1,574,831 * *

2018 2,103,805 27,412 1.30
2019 2,365,544 28,936 1.22
2020 2,837,875 37,134 1.31
2021 4,886,488 72,697 1.49
2022 10,277,520 150,950 1.47

* In accordance with the provision 0f the Turkish Statistics Law No. 5429 regarding conﬁdmtz'al data,
information has not been pmw’dm’ due to either the number 0f enterpri&es being ﬁwer than three, or the
presence of one or two dominant enterprises in cases where the number of enterprises is three or more. This
is to prevent the arithmetic extraction of z'nformation pertaining to conﬁa’entia/ enterprises. The concealed
sector data are shown in terms of the totals of three- or two-digit sector codes and in the national totals.

Source: TSI, 2024b.

The number of firms operating in the Turkish wood and wood products industry
continuously decreased from 25,810 to 22,146 during the 2009-2020 period,
but increased again in 2021 and 2022, reaching 25,016 (Table 4). When
examining the share of the number of firms in the industry within the total
number of firms in the manufacturing industry, it is observed that the share,
which was 8.03% in 2009, steadily declined until 2022, reaching 5.38%.
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Furthermore, the increase in the number of firms in the wood and wood products
industry in 2021 and 2022 was below the average when compared to the
manufacturing industry as a whole. A similar trend is evident when analysing the
share of employees in the industry within total manufacturing industry
employment. Specifically, the number of employees in the industry increased
from 67,364 in 2009 to 102,226 in 2022. However, during the same period, the
share of sectoral employment within total manufacturing industry employment
decreased from 2.53% to 2.04%.

Table 4: Number of Firms and Employees: the Turkish Manufacturing Industry and in the
Wood and Wood Products Industry

Number | Manufacturing | Wood and Wood | Ratio Number of | Manufacturing | Wood and Wood | Ratio
of Firms Industry Products Industry | (%) Employees Industry Products Industry | (%)
2009 321,482 25,810 8.03 2009 2,660,009 67,364 2.53
2010 326,925 25,572 7.82 2010 2,865,482 71,563 2.50
2011 335,571 25,444 7.58 2011 3,150,290 77,375 2.46
2012 354,256 25,759 7.27 2012 3,436,295 83,240 2.42
2013 365,723 25,195 6.89 2013 3,642,332 84,531 2.32
2014 371,911 23,943 6.44 2014 3,826,777 86,589 2.26
2015 375,480 23,201 6.18 2015 3,908,510 86,694 2.22
2016 379,894 23,026 6.06 2016 3,922,221 85,758 2.19
2017 391,024 23,207 5.93 2017 4,018,741 87,340 217
2018 396,118 22,727 5.74 2018 4,133,611 87,243 2.11
2019 403,018 22,323 5.54 2019 4,084,281 81,492 2.00
2020 409,482 22,146 5.41 2020 4,308,474 84,550 1.96
2021 444,030 24,570 5.53 2021 4,711,078 95,822 2.03
2022 464,797 25,016 5.38 2022 5,000,191 102,226 2.04

Source: TSI, 2024b.

When examining the foreign trade data of the wood and wood products industry,
it is observed that the industry's export value increased from 749.1 million dollars
(0.49%) in 2013 to 1.78 billion dollars (0.74%) in 2023 (Table 5). In this
context, the industry's share in Tirkiye's total manufacturing exports has
increased by approximately 50%. On the other hand, when examining the
import data of the industry, it is seen that it decreased from 1.47 billion dollars
(0.72%) in 2013 to 1.05 billion dollars (0.36%) by the end of 2023. As a result,
the industry, which was a net importer in 2013, has become a net exporter since
2018. This situation largely indicates an increase in domestic production of
products such as wood-based panels (MDF, HDF, and particle board) that were
previously imported. Moreover, while Tiirkiye was a net importer of 543.6
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thousand m3 in 2013, it has risen to a net exporter position of 2.5 million m? by
2023. Furthermore, the foreign trade balance of industrial timber used in the
production of these products has improved from -671.4 thousand m? to -46.4
thousand m3, while the foreign trade balance of wood chips, particles, and
residues has improved from -5.25 million m? to -0.91 million m? (FAO, 2024).
As a result, while the import volumes of certain products have decreased, the
export volumes of products requiring industrial and large-scale production
methods have increased.

If Tirkiye's foreign trade in the wood and wood products industry by
subcategories is examined, it is observed that the highest trade occurs in the 44-
"Wood and wood products; charcoal” group. As of 2023, Tiirkiye has made an
export of 1.77 billion dollars in this group, of which 173.9 million dollars
(9.80%) was exported to Iraq. Following Iraq, Morocco and Libya accounted for
6.14% and 4.70% of the exports, respectively. Other important countries include
Bulgaria, Romania, Georgia, Canada, Tunisia, Serbia, and the United States.
When analysing the import value for 2023, it is found that 23.94% (262 million
dollars) of the total 1.09 billion dollars in imports came from the Russian
Federation. The United States and Ukraine follow Russia with shares of 12.45%
and 9.71%, respectively. Other key trade partners include China, Romania,
Belarus, Latvia, Germany, Cameroon, and Italy (Trade Map, 2024).

Table 5: Foreign Trade: the Turkish Manufacturing Industry and
in the Wood and Wood Products Industry (thousand $)

Export Manufacturing | Wood and Wood | Ratio Import Manufacturing | Wood and Wood | Ratio
Industry Products Industry | (%) Industry Products Industry | (%)

2013 151,483,194 749,109 0.49 2013 206,177,970 1,474,480 0.72
2014 156,497,790 883,081 0.56 2014 196,775,936 1,405,647 0.71
2015 142,267,945 759,272 0.53 2015 173,110,265 1,398,548 0.81
2016 140,346,020 716,966 0.51 2016 170,959,108 1,198,760 0.70
2017 154,698,118 775,773 0.50 2017 195,865,975 1,064,030 0.54
2018 167,064,019 833,165 0.50 2018 184,463,129 779,286 0.42
2019 171,218,582 892,504 0.52 2019 162,143,182 389,986 0.24
2020 159,952,830 966,088 0.60 2020 179,808,651 420,689 0.23
2021 212,809,018 1,457,142 0.68 2021 205,983,976 466,629 0.23
2022 240,377,635 1,766,763 0.73 2022 261,114,645 717,325 0.27
2023 240,912,121 1,775,755 0.74 2023 292,079,849 1,045,054 0.36
2024* 203,730,533 1,434,974 0.70 2024* 230,638,763 721,581 0.31

* First 10 months

Source: TSI, 2024c.
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Considering the sectors related to the wood and wood products industry, along
with employment and foreign trade data for these sectors, it is evident that the
importance of the industry would continue to increase in the future. Moreover,
the industry makes significant contributions to industries such as construction,
furniture, iron and steel, and transportation (Sahin, 2016: 181).

3. Concentration Indices: Theoretical Framework

There are various measurement methods used in the literature for market
structure and market power analysis. These methods can be grouped into
structural models (such as the SCP paradigm, the Efficiency Hypothesis, and the
Relative Market Power Hypothesis), non-structural models (the New Empirical
Industrial Organization (NEIO) approach, including models such as Iwata
model, Panzar-Rosse model, and Bresnahan-Lau model), and concentration
indices. When comparing these models, each has its advantages and
disadvantages; however, concentration indices are the most preferred and widely
used method due to their ease of calculation and the generally available data
required for computation (Demirel and Haurli, 2019: 446; Saridogan, 2021:
69).

Concentration indices are methods used to measure the level of competition and
determine market structure by considering the share of firms operating in the
industry in terms of production, sales, capacity, or employment. Although there
are numerous concentration indices in the literature, the different measurement
methods used in these indices mean that each index has distinct advantages under
varying conditions. Since each index has its own unique advantages, it is common
in the literature for multiple indices to be calculated, with results evaluated
collectively (Demirel, 2014: 60-61).

In the literature, several indices are used, including the k-Concentration Ratios
(CRy), Herfindahl-Hirschman Index (HHI), Hall-Tideman Index (HTI),
Rosenbluth Index (RI), Horvath Comprehensive (Industrial) Concentration
Index (CCI), Entropy Index (EI), Hannah and Kay Index (HKI), U Index (U),
Hause Indices (H,, and H.), and the Gini Concentration Index. On the other
hand, due to data availability and ease of calculation, the most commonly used
indices are the CRy and HHI indices (Saridogan, 2021: 70-71).
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k-Concentration Ratio (CRy): In the literature, one of the most commonly
preferred indices due to data availability and ease of calculation is the k-
Concentration Ratio (CRy). This index provides the total market share of the k
firms with the highest market shares among n firms operating in the market:
CR, =Yk .S, 0<CR, <1 §5<-<S§<-<8§, (1)
In the equation, k represents the number of firms to be considered in market
concentration, n is the total number of firms operating in the industry, and S;
represents the market share of the i firm. Theoretically, firms with the highest
market share are preferred for k, and there is no definitive rule for determining
the value of k (Saridogan, 2021: 70). On the other hand, in the literature, values
of 4 and 8 are generally preferred for k. When the index is calculated absolutely,
it ranges between 0 (perfect competition) and 1 (monopoly); when calculated as
a percentage, it can take values between 0 and 100. Values of CRy4 below 30
indicate low concentration and competition; values between 30 and 50 indicate
moderate concentration and monopolistic competition; values between 50 and
70 suggest high concentration and an oligopolistic structure; and values above 70
points to very high concentration and a monopolistic structure (TSI, 2017; Ediz

and Onder, 2019: 27).

Herfindahl-Hirschman Index (HHI): Another commonly used index in the
literature is the Herfindahl-Hirschman Index (HHI). The index was proposed by
Hirschman (1945) and developed by Herfindahl (1950) (BAT, 2012: 84; Onder,
2016: 196). Unlike the CRy, HHI takes into account all the firms operating in
the market.

HHI = ¥, §? )

In the equation, n represents the total number of firms operating in the market,
and Si represents the market share of the ith firm. When the index is calculated
as a percentage, it ranges from 0 (perfect competition) to 10,000 (monopoly).
For values between these two extremes, different opinions exist (Table 6). As the
value increases, competition decreases, and the market structure moves away
from perfect competition and approaches to monopolistic market structure.
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Table 6: Market Structures according to HHI Index: Different Opinions

R According to 1982 According to 2010
According to " " .
BAT, 2012: 85 Merger Revised Horizontal
’ ) Guidelines" Merger Guidelines"
Low Concentration - HHI < 1.000 HHI < 1.000 HHI < 1.500
Competitive Market
Moderate
Concentration - 1.000 < HHI < 1.000 < HHI <
Monopolistic 1.200 1.800 1.500 < HHI < 2.500
Competition
High Concentration - | = 1y 509 HHI > 1.800 HHI 2 2.500
Oligopoly

Source: BAT, 2012: 85; Peblivanoglu and Tekce, 2013: 375; Demirel, 2023: 287.

Hall-Tideman Index (HTI) and Rosenbluth Index (RI): The Hall-Tideman
Index (HTI) was developed by Hall and Tideman (1967), and the Rosenbluth
Index (RI) was developed by Rosenbluth (1961). In both indices, the market
shares of firms are weighted based on their ranking in terms of market share. The
main difference between these two indices lies in the ranking methodology: the
HTI ranks firms from largest to smallest and gives more weight to the market
shares of smaller firms, while the RI ranks firms from smallest to largest and gives
more weight to the market shares of larger firms. The weighting of the indices
causes the calculated index values to change when new firms enter the market or
when firms exit, as the weights of the existing firms adjust accordingly. In this
regard, the HTT and RI indices differ from the CRy and HHI indices and are
calculated using Equation 3.

HTI and RI = (2 Y%, iS) — 1)1 3)

In the relevant equation, n represents the total number of firms operating in the
market, i indicates the ranking of the firms, and §; refers to the market share of
the i* firm. Both the HTI and RI indices take values between 0 (perfect
competition) and 1 (monopoly).

Comprehensive ~ Concentration Index (CCI): The Comprehensive
Concentration Index (CCI) was developed by Horvath (1970) and is calculated
by considering the market share of the firm with the highest market share (S,),
along with the square of the market shares of the other firms (S?), weighted by
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the remaining firms' market shares (1 —S;). The formula for the index is
(X1, S2(1+ (1—S;))), where the squared market shares of the firms other
than the leader are weighted by their remaining market shares. The reason it is
called "comprehensive" is that it includes the leader firm's market share (S1) and
the weighted market shares of other firms. The CCI index is calculated using
Equation 4.

CCl=8 +31L,SP(1+(1-5)) )

In the equation, S; represents the market share of the leading firm with the
highest market share, and S; denotes the market share of the i firm. The index
can take values between 0 (perfect competition) and 1 (monopoly). The CClI is
notable because it considers both the relative distribution and the absolute size,
meaning it does not overlook the influence of small firms on the market, nor does
it minimize the impact of large firms due to their effect on the distribution

(Bikker and Haaf, 2002: 63).

Entropy Index (EI): The term "entropy," the name of the index, was first used
by R. Clausius in 1865 in the fields of physics and thermodynamics and later by
C.E. Shannon in 1948 for measuring information and uncertainty (Shu-Cherng
and Tsao, 2001: 12-13). The entropy index was initially introduced by Theil
(1967) and later developed by Horowitz and Horowitz (1968). The index is
calculated by multiplying firms' market shares (S;) with the log, of those shares
(log, S;) and summing these values.

El = —Yi.,S;log, S; 5)

The lower the index value, the higher the concentration, and it can take values
between 0 (monopoly) and log, n (perfect competition with an infinite number
of firms of equal size in the market) (Ediz and Onder, 2019: 28-29; Saridogan,
2021: 72). As the market shares of firms (S;) become closer to each other, the
index increases, market concentration decreases, and competition increases; as
the number of firms (n) increases, the index also increases, market concentration
decreases, and competition rises (Horowitz and Horowitz, 1968: 197-198).

93



MARKET CONCENTRATION: THE CASE OF WOOD
AND WOOD PRODUCTS INDUSTRY IN TURKIYE
Onur Demirel

4. Literature Review

The term "concentration index" was first used by Means in 1939 (Marfels, 1971:
486). In the industrial organization (IO) literature, there are three groups of
indices: those that determine the average firm size, those that measure inequality
(or distribution), and those that measure concentration, with concentration
indices being the most widely used (Rosenbluth, 1955: 58-62). Given the
prominence of structural models in the literature and the significance of
concentration indices within these models (BAT, 2012: 79), the importance of
concentration indices becomes clearer. In this context, selected international and
national studies after 2010 that use concentration indices, with the main
assumption that "an increase in concentration reduces competition" (Bikker and

Haaf, 2000: 4), are presented in Table 7 and Table 8, respectively.
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Table 7: Selected Studies Using Concentration Indices: International Studies *

Author(s) and

Period, Country, and

Publication Year Sector Method Findings
Pulaj (Brakaj) and 2003-2012, Albania, CB;{, HHI, Afc?rdlng (o'(he res‘ul[s of CR4, HHI, and the
! Gini Gini coefficient, it was found that the
Kume, 2013 Construction sector . .. .
coefficient concentration in the construction sector was low.
. Panzar- It was determined that the sector had a highly
Trung, 2015 2004?013’ Viemnam, Rosse, CRy, concentrated structure, although it showed a
Banking sector .
HHI declining trend.
2017-2018, Hungary, It was found that the hlgbes[} revenue in the ﬁector
Information and was earned by communication service providers,
Olah et al., 2019 . HHI with the top 5 firms in terms of HHI accounting
con[unumcauon for 40.6% of the total sector share, and only one
sector firm (0.1%) having a market share above 20%.
HHI It was determined that there was a moderate level
Silva et al., 2019 2016-2017, USA, Translog of oligopsony power in all markets, and that firm

Pulp and paper sector

cost function

density and local company size significantly
impacted market power in the pulp market.

Khodadadkashi,

1995-2013, Iran,

Panzar-Rosse

The Panzar-Rosse model indicated that
monopolistic competition prevailed in the sector,

Noraniazad and Manufacturing sector model, CRy, while CR4 and HHI showed that the market was
Gorji, 2020 HHI highly concentrated, though showing a declining
trend.
An oligopolistic market structure was identified for
Pasali . 2016-2020, Global, the 2018-2020 period. Additionally, it was
asalic and Pavic, )
2021 Personal computer CRy, HHI determined that personal computer manufacturers
manufacturing sector were less able to use their market power due to the
influence of mobile phones and tablets.
In the life insurance sector, concentration was
higher compared to other insurance sectors, and
Serban, Cristes and 2015-2019, Romania, CR,, HHI the market structure was identified as a strong
Stoenoiu, 2021 Insurance sector ’ oligopoly. In other insurance sectors, moderate
competition was observed until 2019, when it
turned into a strong oligopoly.
2010-2019, Panel data The analysis revealed that the HHI value was
Zarrah, Widiyasti Indonesia, analysis above 2,500, and CR4 was between 0.4 and 0.6,
and Josman, 2022 Commercial banking CR yH’HI indicating that the banking sector operated under
sector - oligopolistic conditions.
2018-2023, Egype, In [lble s:)u;{é’, [hedC?Oaand HHI indexes were ff)url)d
Moustafa, 2024 Investment fund CRy, HHI ,m . < L an : on‘ ave'rage, r?SPeCUVE 4
market indicating low concentration in the investment
fund market.
The study found that the share of state hospitals
s o . .
Rachmawati et al. October 2020, ::lsoi:ll }]41(%;)(51Aiiﬁ)i)c,al:?n[gnatﬁzﬁﬂy,cc‘(;i‘p‘:?istissﬂ
’ Indonesia, Hospital CRy, HHI ’

2024

sector

However, in some cities, due to the limited
number of hospitals, CRs was high, and the market
structure was oligopolistic.

* Reproduced from Demirel, 2023: 289-292 Table 6 together with some additions.
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Table 8: Selected Studies Using Concentration Indices: National Studies *

Autal:;r(s) Period,
Publication Country, and Method Findings
Sector
Year
It was determined that the firm concentration ratio in raw milk
2008, Burdur, CRs, CRg, marketing in Burdur province was high (CR4 = 78.54%; CRs =
Giinlii, 2011 Raw milk HHI, EI, 92.11%; HHI = 0.60; EI = 0.22; CCI = 0.23), and the existing
marketing CCI structure  was  significantly close to oligopsonistic market
characteristics.
For the year 2010, the CR4 = 94.1 and HHI = 0.30 for domestic
passenger cars; CR4 = 46.3, CRs = 65.1, and HHI = 0.07 for
imported passenger cars; CR4 = 96.5, CRs = 99.8, and HHI =
0.34 for domestic light commercial vehicles; and CR4 = 62.2, CRs
= 81.0, and HHI = 0.12 for imported light commercial vehicles
were determined. Therefore, according to the CR4 index,
2003-2010, . .. . . .
Kaynak and Automotive CRs, CRg, monopolistic competition was dominant in the domestic
Ari, 2011 HHI passenger and domestic light commercial vehicle markets, while
sector R . R R .
the imported light commercial vehicles market exhibited an
oligopolistic structure. According to the HHI index, monopolistic
competition prevailed in the domestic passenger and domestic
light commercial vehicle markets, while a competitive market
structure was observed for the imported passenger and light
commercial vehicle markets.
Pehlivanoglu 1993-2011, According to both CR4 and CRs, as well as the HHI index, it was
- CRs, CRs, . . . .
and  Tekge, | Electricity HHI determined that concentration was high to very high, and the
2013 market market structure was a strong oligopoly.
2013,
Akardeniz Gaziantep, The CRs value for Gaziantep non-woven firms was found to be
and Kirag, Technical CRy, HHI 83%, indicating an oligopolistic market structure, and the HHI
2015 textiles value of 1,209 indicated a strong oligopoly.
market
120[11_2?14’ High concentration was found in the internet service provider
Kostakoglu, nerne CRi, CRs, | market (CRs = 97.22%; CRs = 99.81%; HHI = 6,434.89; EI =
2015 serv1.ce HHI, EI 382.89), but it was observed that concentration exhibited a
providers decreasin; d i
g trend over time.
market
Sanbas  and 291.1_20.13: CR», CR,, Accordmg to CRy, CR4, 'and HHI values, the market showed a
N Civil aviation high degree of concentration, and the market share of the top two
Tekiner, 2015 HHI R . .
sector firms increased over the studied period.
Kahveciogl 2013-2014, According to CRy4 analysis, the market exhibited an oligopolistic
and vecloizr Cardiovascula CRs, CRg, structure, which strengthened during 2013-14. HHI analysis
2016 ’ r medical CRi2, HHI showed that the market structure, which was less concentrated in
devices sector 2013, became highly concentrated in 2014.
In the Turkish pharmaceutical sector, concentration was low
according to CR4 and CRs. However, when the sector was
2005-2015, . . . N
. CRs, CRg, classified as Turkish and foreign-owned, concentration increased,
Kaynak, 2016 Pharmaceutic L R L .
| sect HHI leading to an oligopolistic structure. On the other hand, according
al sector

to the HHI index, concentration was not high in either
subcategory.
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According to CRs4 and CRs indices, there was a high degree of

1997-2014, Lo o,
Biscui CR. CR concentration in the sector, and the market structure transitioned
Onder. 2016 :CUT’[ d HI—;i 4EI& from an oligopoly to monopolistic competition by the end of the
ndet, ¢ O;O a < an RI ? ’ examined period. According to HHI, RI, and EI indices, a market
con[ cctionery structure between monopolistic competition and oligopolistic
seetor competition was observed.
1938_203804 gﬁs’ I—(Ijg;’ The study concluded that, in terms of active, credit, deposit,
Hazar et al., ;I(]HS . HT‘IO, RI’ equity, profit, and branch shares, there was an increase in
2017 B ki HKI, HM, concentration among banks after the crisis, and the market
s:c‘[lormg EI ? | dominance of large banks had risen.
The study concluded that, for the five airports analysed, the CR4
Yasar et al 2012-2015, index indicated a near-monopoly market, while the HHI index
20‘517 N Domestic air CRy, HHI showed a near-oligopoly structure for {zmir Adnan Menderes and
transport Antalya airports in passenger transport, and a near-monopoly
structure for all other airports.
2004-2017 According to CR4, CRs, and HHI indices, the domestic passenger
Ildirar and Aut i i CRs, CRg, and light commercial vehicle markets were close to monopolistic
Kiral, 2018 Se:[z:m e HHI competition, while the imported passenger and light commercial
vehicle markets showed a more competitive structure.
2005-2015, CRs4, CRs, L <1 . P
Wh'st 5 Hl—;I E; All indices indicated a high level of concentration in the sector,
Tatl, 2018 applliaences HKI, Cin; and the market was found to operate under oligopolistic
sector coefficient conditions
2006-2016, CR4, CRs, L. .
Edi 4| B Hl—;I E; All indices calculated for the Turkish beverage sector were
Or:zler 20211; mea‘:”g:t sin HTI, RI, consistent, showing high firm concentration and an oligopolistic
? . secL[lor u C CI, " | market structure.
2007-2018,
R 17 at CR. CR During the period 2007-2011, the market exhibited an oligopoly
Apan, 2020 inevaes[mef)sta € HI—;i % | structure close to a monopoly, while in 2012-2018, an oligopoly
crusts sector structure prevailed.
The study found that the CRs and HHI indices for the
Serel and 1999-2019, submarkets of active size, credit and receivables, deposits, branch
Aksehirli, Banking CRy, HHI count, and staff size ranged from 40%-60% and 200-999,
2020 sector respectively, indicating that the sector generally exhibited (weak
or strong) oligopolistic characteristics.

Ciger and 2013-2019, CR. CR It was determined that market concentration increased over the
KJg 2021 Audit services Hl—;i e studied period, with the market structure moving away from
nay, market competitive conditions and towards an oligopolistic structure.

Based on the analysis of 17 firms in 2019, the results were CR; =
CRs, CR4, | 39.03; CRs = 44.05; HHI = 0.19; EI = 1.89; HKI = 5.23; GI =

S gan, 2013-2019, . . .
Zg?liogan IT 3 . o HHI, EIL | 0.82, showing moderate concentration according to CR3;, CRs,
sector HKI, GI and HHI. According to EI, HKI, and GI, concentration in the

sector fluctuated and decreased.

The number of non-bank financial institutions showed a
2N012—_l)202kI, gl;i CEI& fluctuating decrease, followed by a continuous increase in the last
Butrak, 2023 q on 43;1 RI ? HTI, five years. According to the calculated concentration indices, the
i::in[fll[aions HI’(I cal | sector exhibited low concentration and market structures

fluctuating between monopolistic competition and oligopoly.

* Reproduced from Demirel, 2023: 289-292 Table 6 together with some additions.

When evaluating the literature on market concentration and market structure in
the context of international studies, it is observed that applied studies using
concentration indices are particularly concentrated in the manufacturing (paper
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pulp, computers), finance (banking, insurance, investment funds), and other
(construction, information-communication, healthcare) sectors. If the literature
is analysed in the context of national studies, applied works are again
concentrated in the manufacturing (automotive, energy, textiles, food, white
goods), finance (banking, real estate investment trusts, audit services, non-bank
financial institutions), and services (raw milk marketing, healthcare products and
pharmaceutical marketing, internet service provision, civil aviation, IT) sectors.
In terms of methodology, it is observed that the most frequently used indices in
both national and international studies are CR and HHI, with the inclusion of
HTTI, RI, HKI, El, and CCI indices alongside these two.

On the other hand if the literature is examined specifically in terms of the wood
and wood products sector, no studies have been determined. In this regard, the
study is expected to fill a gap in the literature and make a contribution.

5. Empirical Application

5.1. Data Set

In the analysis of market structure and competition, the most commonly used
methods in the literature are structural models and, in particular, concentration
indices. In this context, the scope of the study focuses on calculating the market
concentration of the Turkish wood and wood products industry and determining
its market structure. To this end, 'Net Sales' data of firms in the 'NACE 16 -
Manufacture of Wood, Wood Products, and Cork (excluding furniture)'
category from the "Top 500 Industrial Enterprises in Tiirkiye' and 'Second Top
500 Industrial Enterprises in Tiirkiye' databases published by the Istanbul
Chamber of Industry (ICI, 2024) were used to calculate the CR4 and CRg
concentration ratios; Herfindahl-Hirschman Index (HHI); Hall-Tideman Index
(HTT) and Rosenbluth Index (RI); Comprehensive Concentration Index (CCI)
and Entropy Index (EI). Although data for the years 2009-2023 are published in
both databases, no firm operating under the relevant NACE category was
included in these databases between 2009-2011, and therefore, the calculations
considered the 2012-2023 period.
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5.2. Empirical Application Results

The number of firms operating in the industry during the 2012-2023 period and
the firms included in the list of the top 1,000 largest industrial enterprises, along
with the concentration index values calculated for these firms, are presented in

Table 9.

Table 9: Wood and Wood Products Industry: Number of Firms and Market Concentration

Indices *
Numberof | -p | Ry | mHI | HTI| RI |Ccr| EI
Firms

2012 11 0.81 | 0.93 | 2,558.23 | 0.212 | 0.032 | 0.57 | 2.51
2013 11 0.78 | 0.92 | 2,460.36 | 0.201 | 0.032 | 0.56 | 2.58
2014 12 0.75 | 0.89 | 2,262.79 | 0.177 | 0.033 | 0.53 | 2.73
2015 12 0.77 | 0.91 | 2,221.81 | 0.185 | 0.033 | 0.52 | 2.73
2016 13 0.71 | 0.88 | 1,803.44 | 0.159 | 0.034 | 0.46 | 2.99
2017 15 0.70 | 0.84 | 1,664.15 | 0.138 | 0.035 | 0.44 | 3.16
2018 15 0.70 | 0.84 | 1,701.64 | 0.139 | 0.035 | 0.44 | 3.13
2019 11 0.78 | 0.94 | 2,233.14 | 0.199 | 0.032 | 0.53 | 2.67
2020 12 0.78 | 0.92 | 2,140.35 | 0.190 | 0.033 | 0.51 | 2.75
2021 9 0.85 | 0.98 | 3,000.19 | 0.260 | 0.031 | 0.61 | 2.27
2022 10 0.80 | 0.96 | 2,432.81 | 0.220 | 0.030 | 0.55 | 2.53
2023 10 0.82 | 0.96 | 2,645.41 | 0.230 | 0.030 | 0.58 | 2.44

* Indices are calculated 17)/ the author /7}/ using the data 0f ICI, 2024.

If Table 9 is examined, it can be seen that the number of firms in the relevant
NACE activity sector was 11 in 2012, increased steadily to 15 in 2017-2018, but
then declined again, reaching 10 in 2022-2023. It is observed that the number
of firms in the industry and market concentration are inversely related, as
evidenced by the CRy, which represents the ratio of the net sales of the top 4
firms to total sales in the market. Furthermore, while there was a decrease in the
number of firms entering the indices between 2012 and 2018, market
concentration (CRy) decreased from 0.81 in 2012 to 0.70 in 2018. Since 2019,
with the decline in the number of firms, market concentration has increased, and
in 2023, the CR; index rose to 0.82. The highest market concentration (CR4 =
0.85) during the 2012-2023 period occurred in 2021, while the lowest index
(CR4 = 0.70) was observed in 2017 and 2018. Therefore, it can be stated that
concentration has been high throughout the examined period. On the other
hand, in 2017 and 2018, the market structure was at the boundary of oligopoly
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and monopoly, while in all other years, it indicated a monopolistic structure.
Additionally, in 2021, the market share of the top two firms was 72.2% (%47.6
+ %24.6), and in 2023, it was 69.3% (%41.9 + %27.4). In these high shares, the
largest firm’s share was significantly high, and it can be argued that the other
firms were followers of the market leader. A similar trend is observed for CRs,
where the ratio, which was 0.93 in 2012, decreased to 0.84 until 2017-2018, and
then started to rise again, reaching 0.96 in 2023. In fact, in 2021, the market
share of the top 8 firms was as high as 98%.

In the calculation of the CR4 and CRs indices, only the top 4 and 8 firms are
considered. However, when the Herfindahl-Hirschman Index (HHI), which
takes into account the market share of all firms operating in the market, is
considered, it has been determined that the trend observed in CR4 and CRs is
also present in the HHI. Specifically, the index, which was 2,558 in 2012,
steadily decreased to 1,664 in 2017, and then rose to 2,645 by 2023. The highest
HHI index was calculated as 3,000 in 2021. When the indices are interpreted in
light of the revised "Horizontal Merger Guidelines" of 2010, it is evident that the
wood and wood products industry exhibited high concentration and an
oligopolistic structure in 2012, 2021, and 2023, while in all other years, it
demonstrated moderate concentration and characteristics of a monopolistic
competition market.

The calculation methods are the same, but when the HTI (from largest to
smallest) and RI (from smallest to largest) indices, which rank firms in different
orders, are evaluated together, it is observed that during the 2012-2023 period,
HTT first decreased and then increased, while RI first increased and then
decreased. Therefore, considering the HTT, the market shares of relatively small
firms initially decrease and then increase. On the other hand, when the RI is
considered, the market shares of relatively large firms first increase and then
decrease. As a result, the HTT index values indicate that market concentration
first decreased and competition increased, followed by an increase in market
concentration and a decrease in competition. The year with the highest
concentration and the lowest competition, which is consistent with CR4, CRg,
and HHI, is determined to be 2021.

When the CCI index values are examined, it is observed that during the 2012-
2018 period, the index followed a downward trend (from 0.57 to 0.44), while
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from 2019 onwards, it showed an upward trend, reaching 0.58 in 2023. As with
other indices, the highest index value was recorded in 2021, at 0.61. As a result,
according to the CCI index, market concentration in the industry first decreased
and competition increased, followed by a rising trend in concentration and a
decrease in competition.

The final index calculated for the industry is the EI (Entropy) index, which can
take values between 0 and log, n, and as the index value approaches 0, it
indicates a monopolistic structure. When the calculated index values are
considered, it is observed that the index, which was 2.51 in 2012, increased until
2017 (reaching 3.16), and then decreased to 2.44 in 2023. The lowest value,
2.27, occurred in 2021. As a result, in line with other indices, it is observed that
during the 2012-2017 period, concentration decreased and competition
increased; while from 2018 onwards, concentration continued to decrease, and
competition diminished.

When the calculated concentration indices are evaluated as a whole, all indices
(CRy4, CRs, HHI, HTT, RI, CCI, and EI) indicate that concentration decreased
and competition increased during the 2012-2018 period; whereas after 2018,
concentration increased, and competition decreased. The year in which
concentration was highest, and competition was lowest across all indices is
identified as 2021. When considering CRy values, it is observed that the industry
had a monopolistic structure except for the years 2017 and 2018. In contrast,
when HHI values are considered (with reference to the revised 2010 "Horizontal
Mergers Guidelines"), it is found that an oligopolistic structure prevailed in 2012,
2021, and 2023, while a monopolistic competition structure prevailed in other
years. On the other hand, when the HHI index is interpreted with respect to the
BAT, 2012: 85, or the 1982 "Merger Guidelines," it can be stated that the
industry has an oligopolistic structure.

6. Conclusion

The wood and wood products industry, classified under group 16 in the NACE.2
classification as 'Manufacture of wood, wood products, and cork (excluding
furniture); manufacture of baskets, mats, and similar products made from reed,
straw, and other materials,’ has been examined within the context of Tiirkiye.
The market concentration, level of competition, and market structure in this
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industry is studied. In this context, 'Net Sales' data of firms in the 'NACE 16 -
Manufacture of wood, wood products, and cork (excluding furniture)' category
from the "Top 500 Industrial Enterprises in Tiirkiye' and 'Second Top 500
Industrial Enterprises in Tiirkiye databases published by the Istanbul Chamber
of Industry (ICI) have been used to calculate the CRs and CRg concentration
ratios; Herfindahl-Hirschman Index (HHI); Hall-Tideman Index (HTI) and
Rosenbluth Index (RI); Comprehensive Concentration Index (CCI); and
Entropy Index (EI).

When the calculated concentration indices are evaluated as a whole, it is
determined that in the first half of the examined period (2012-2018),
concentration decreased, and competition increased; while in the second half
(2018-2023), concentration increased, and competition decreased. Moreover,
with the exception of the years 2017 and 2018, the CR4 index indicates a
monopolistic structure, and the HHI suggests monopolistic competition and
oligopolistic structures. The results of the HTT, CCI, and EI indices also support
these findings on concentration and competition, indicating that in the first part
of the period, concentration decreased, and competition increased; while in the
second part, concentration increased, and competition decreased. The decreasing
competition leads to a shift away from a perfect competition market,
characterized by high production levels and low prices, towards oligopolistic and
monopolistic markets with low production levels and high prices. This situation,
while potentially increasing profits for firms, could also lead to price increases
due to the large share of the two largest firms in market sales, which could result
in the exit or bankruptcy of small and medium-sized (follower) firms, potentially
creating the conditions for predatory pricing practices. In the long term,
predatory pricing could lead to a reduction in the number of small and medium-
sized firms and an increase in market share of large firms. In this context, it is
believed that competition authorities should closely monitor the industry to
prevent consumers from being harmed by high prices and reduced competition,
as well as to ensure the survival of small and medium-sized enterprises.

In the study, data from the ICI’s "Top 500 Industrial Enterprises in Tiirkiye' and
‘Second Top 500 Industrial Enterprises in Tiirkiye' were used. Since only the
largest firms in the industry can be included in this database, the exclusion of
small and medium-sized enterprises represents the major limitation of the study.
This also creates a need for future research to calculate concentration indices on

102



ESSAYS ON
ECONOMICS & POLITICAL ECONOMY
Editors: Sevket Alper Kog, Ismail Siriner

a more granular basis. Future studies conducted at the sub-segment level would
ensure more accurate measurements and the formulation of more effective
policies.
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Abstract

The economic potential and market dynamics of Muslim Friendly Tourism (MFT) to Sri
Lanka, specifically focusing on Economic Sustainability, is one of the important pillars of
sustainable tourism. While there is a growing demand for Muslim-friendly tourism in the
world, Sri Lanka has not utilized its full potential as far as this form of tourism is concerned.
These objectives are pinpointed as seeking out opportunities, challenges, and strategies to
promote Sri Lanka as a better destination for economic sustainable development. From the
perspective of the qualitative case study design, data is obtained from semi-structured interviews
conducted with industry-wide stakeholders, which have been complemented through secondary
sources emanating from literature reviews and market reports. The study's outcomes point to six
broad, but distinct themes; namely, 1) Market Dynamics, 2) Attractions and Preferences, 3)
Barriers and Challenges, 4) Economic Potential, 5) Sustainable and Ethical Practices, and 6)
Role of Digital Innovation. From this study, it is evident that despite the temptation that both
cultural and natural attractions provide to Muslim travellers, Sri Lanka, however, lacks
competitive edges in the developing MFT market owing to infrastructural and promotional
inadequacies. If the challenges are mer with an appropriate framework within targeted
marketing, greater halal certification and sustainable practices, then it has the potential to stir
the tourism economy in Sri Lanka.
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1. Introduction

he tourism sector, particularly Islam-oriented tourism in Sri Lanka, is

becoming popular. This can be attributed to Sri Lanka’s diverse culture,

beautiful nature, and its historical relations with Muslim populations.
Geographically, and throughout history, when the Middle Eastern and Persian
Muslim traders were dominant, Sri Lanka had the singular advantage of being a
centre for spice, and cinnamon, as well as being strategically located on the
maritime trade route, it easily became one of the essential trade hubs. However,
this historical encounter resulted in a while assimilating experience, which has
now turned into an island-wide culture, this is evident in the large numbers of
halal restaurants, mosques, and Islamic institutions in other nations (Hashim et
al, 2018). Its geomorphological peculiarities, including stunning Pacific
coastlines, hill country and wildlife reserves, along with the islands’ tropical
climatic temperateness are potentially fascinating features among Muslim
holidaymakers who are family-oriented and seek leisure. Not to mention, the
availability of halal standards and measures in the region only further reinforces
Sri Lanka’s attractiveness as a niche market (Battour & Ismail, 2016).

Recently, it is notable that Sri Lanka is starting to utilize its Muslim-friendly
potential to take advantage of the potential offered by the global Muslim tourism
industry, which was over USD 189 billion in 2021 alone (Crescentrating &
Mastercard, 2021). Because tourism, by its nature, has a supply structure that
requires high investments (Karhan and Yenisehirlioglu, 2019). The nation
presents its clients with a variety of alternatives, including boutique Muslim
private hotels, the Red Mosque located in Colombo, and Kattankudy’s Islamic
properties. However, factors such as the demand for infrastructural
improvements such as private lodging and more halal certification have been
widely cited as barriers. Despite these challenges, the Islamic moral values of
support for social sustainability and community strengthening, among others,
give Sri Lanka a good ground to build on the existing Muslim-friendly tourism
industry which is in line with good practices from Economic Sustainability.

12



ESSAYS ON
ECONOMICS & POLITICAL ECONOMY
Editors: Sevket Alper Kog, Ismail Siriner

The present research aims at understanding the economic potential and market
dynamics of Muslim-friendly tourism in Sri Lanka, and particularly mapping its
importance with the economic development of the tourism industry in Sri Lanka.
The work is intended to evaluate the strategies on which Sri Lanka must capitalize
to become positioned as a Muslim Friendly destination for attracting and
servicing the burgeoning market segment of Muslim travellers.

Global Muslim-friendly tourism demand is evidenced to be growing.
Unfortunately, Sri Lanka has been vastly under-explored regarding its full
potential for attracting Muslim tourists. Due to a lack of strategic attention on
the aspect of infrastructural deficiencies, failure to market halal-certified services,
and the absence of enough insight into the market, Sri Lanka still does not have
access to this lucrative segment. Unless these structural fallouts are addressed, one
cannot say that Sri Lanka is at all likely to become a competitively Muslim
Friendly destination while diversifying its tourist economy.

The study of The Economic Potential and Market Dynamics of Muslim-Friendly
Tourism in Sri Lanka: A Case Study on Muslim-Friendly Sustainable Tourism is
an effort to develop economic sustainability through MFT. In this study, the
introduction is concerned with Islamic-oriented tourism in Sri Lanka, the
Current situation and the global context of the MFT. After a background reveal
of the study, the literature review focused on the economic contribution of MFT
in the global market, the growth of MFT and an Overview of Muslim travel
trends in the Global Market: In the case of Malaysia. When it comes to the
method of the research it clarifies about data set concerned for the study and the
methodology for the study. The result of the study focused on six various themes
analyzed and at the end of the study it provided key recommendations and
findings.

2. Literature Review

MFT, which is also referred to as Muslim Friendly Tourism (MFT), refers to a
new trend in tourism which weaves into the weave of Islamic value systems
certain components of traditional tourism activities to fulfil the needs of specific
Muslim tourists. Facilities that provide services according to Islamic
specifications include offering halal-certified food, having easy access to prayer
facilities, imposing dress codes that show modesty, and offering environments
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free from alcohol consumption (Battour & Ismail, 2016). One fundamental
MFT theory is based on an inclusive approach that will easily accommodate
Muslim travellers to continue observing their religious and cultural performances
in leisure activities. This concept is not only a response to the growing demand
from the global Muslim population, which is projected to exceed 2 billion by
2050, but also a strategic market response to a lucrative segment that contributed
over USD 189 billion to the global economy in 2021 (Crescentrating &
Mastercard, 2021).

Source: Pew Research Center. (2017)

MFT goes beyond the facility provision aspect into sustainable and ethical
practices that are enshrined in Islamic values. For example, Islamic concepts such
as Tayyib and lhsan suggest an environment-sensitive practice coupled with
ensuring the well-being of the community and the preservation of culture
(Razzaq et al.,, 2016). Muslim-friendly tourism also overlaps with experiential
tourism in that it provides the traveller with opportunities to connect to culturally
rich, spiritually significant, and socially responsible destinations (Jafari & Scott,
2014). With leading countries in innovation for Muslim Friendly Tourism
(MFT), such as Malaysia, their practices provide a theoretical model that
destinations like Sri Lanka should follow to achieve inclusive and sustainable
tourism development catered to the Muslim market.

As per the data provided in the chart, it reveals that there will be considerable
growth for Muslim-friendly tourism in the global market. Accordingly, the 1.9
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billion global population will be increased up to 2 billion by 2050. It reveals that
there will be a huge demand for MFT in the global market. Based on that
background this study refers to the economic potential and market dynamic for
MFT in the Sri Lanka Tourism market.

Overview of Muslim travel trends in the Global Market: In the case of Malaysia

Malaysia's position as a leading Muslim Friendly Tourism (MFT) destination is
supported by its diverse multicultural environment and strategic geographical
location. Among the countries contributing to tourist arrivals, India leads with
43,973 visitors. The diverse demographic provides Malaysia with an opportunity
to attract travellers from different backgrounds, especially from Muslim-majority
nations. This ability of the country to cater to the needs of such a diverse audience
strengthens its appeal as a destination for Muslim-friendly tourism.

Malaysia has indeed become a beacon of hope for the Muslim population
worldwide that seeks to be a halal-compliant travel destination. Apart from
guaranteeing very dependable certification processes, Malaysia is known for
making available prayer facilities, and halal foods, and immersing itself into a
culturally sensitive environment, which makes it even more appealing to Muslim
tourists. All these pointers make Muslims comfortable with their stay and feel at
home, thus making Malaysia one of the most sought-after destinations by halal-
conscious travellers. The literature states that robust infrastructural development
for halal is a significant driver in boosting tourism from Muslim-majority
countries (Henderson, 2016).

Culturally and religiously, Malaysia has some of the most prominent attractions
one can think of. It's an Islamic country that lives its culture of diversity in such
a way that the Muslim visitor would have the "wow" experience. There are
monument mosques, Muslim museums, and cultural festivals worth celebrating
that denote Malaysia's hyper-modern concern with keeping up Islamic customs
and traditions. Also, these venues encourage experience and space for spiritual
development and cultural interchange and learning (Zailani et al., 2019).

The Malaysian government actively promotes Muslim Friendly Tourism (MFT)
through special initiatives and marketing. One such campaign, "Visit Truly

Asia," has been successful in garnering international attention to Malaysia as a
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country leading in the provisions of Muslim Friendly Tourism (MFT). In
addition, support from the government in the development of the industry has
been able to create a trustworthy and attractive destination for Muslim visitors.
Tourism Malaysia 2021.

Strategically positioned in Southeast Asia, Malaysia draws beneficiaries from its
proximity to neighbours who contribute a great deal towards its tourist arrival
statistics. As such, the geographical benefit of accessibility increases its potential
ability to attract regional tourists. Added to this is the continuous growth in the
Muslim population across the world and the developing demand for Muslim
Friendly Tourism (MFT); this opens more vistas for redefining tourism in
Malaysia and meeting the needs of this growing market (Mastercard-
CrescentRating, 2021).

These principles of sustainable tourism practice in Malaysia conform to an ethical
paradigm for many Muslim tourists. By committing to integrating environment
conservation and community welfare in tourism development initiatives,
Malaysia is expressing responsible tourism which could offer the type of
experience sought by meaningful travellers whose values vibrate with it (Razak et
al., 2020). More so, Malaysia is of rich cultures that also respond to the coalescing
phenomenon of experiential tourism that is growing steadily among Muslims.
Here is indeed a travel type that deepens the link with heritage and spirituality,
thereby enriching the travel experience (Jaafar et al., 2017).

MFT is the type of tourism that is influencing economic development in Sri
Lanka. This, however, has emerged at a time when Sri Lanka tourism is seen in
a lot of diversifications and tapping into the Muslim travel market for this
emerging segment. It much strengthens Sri Lanka's historical and cultural
resource base, rich in and from thousands of years of history associated with
Muslim traders who would be well attracted to come to the country in search of
Muslim Friendly experience and facilities. The market of global Muslim Friendly
Tourism (MFT) is probably going to expand in size and value over the years
ahead, with estimates suggesting that it will reach an incredible USD 300 billion
by 2026 (Crescentrating & Mastercard, 2021). If Sri Lanka improves its
attractiveness for this market segment, it will result in more foreign direct
investment, arrivals, and, consequently, sectoral growth in the hospitality, food
and beverage, and transportation sectors. This diversification is of the essence,
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considering the recent economic challenges; hence, reliance on traditional
tourism markets may not be sustainable.

Muslim Friendly Tourism (MFT) would extend beyond the direct economies of
members and could thus have a wider socio-cultural development dimension for
an MFT destination like Sri Lanka. As Karhan (2016) stated, the relationship
between economic growth and tourism expansion affects both sides positively.
This would enable diversification and inclusivity to give understanding of Islamic
practices, therefore inputs for a more tolerant, diverse society, a must for long-
term stability and growth in the country. This development would also stimulate
businesses such as halal food production and Islamic heritage tourism, which
would create job and income opportunities for members of the community at
large (Razzaq et al., 2016). Sustainable and halal tourism practices, when
integrated, could indeed add value to tourism in Sri Lanka, enriching it for all
travellers and not essentially Muslims, through environmental conservation and
community empowerment (Battour & Ismail, 2016). Therefore, MFT will
ultimately prove important for economic development as well as for social and
environmental sustainability within Sri Lanka.

3. Method

3.1. Data Set

Data analysis will be carried out with thematic analysis, which is very well used
to recognize, analyze and report the patterns (themes) that occur in qualitative
data. They are meant to cluster the data under meaningful headings reflecting the
participants' views on Muslim-friendly tourism and the degree of importance that
this defines for the economic development in Sri Lanka. Thematic analysis will
pose several stages: becoming familiar with the data, conducting the coding of
the data to define key themes, reviewing the themes for accuracy and relevance,
defining and naming those themes, and finally reporting the findings (Braun &
Clarke, 2006). This systematic approach will enable the researcher to derive
nuanced insights that are both descriptive and interpretative. Accordingly, six key
themes analyzed in this study can be identified as 1) Market Dynamics, 2)
Attractions and Preferences, 3) Barriers and Challenges, 4) Economic Potential,
5) Sustainable and Ethical Practices, and 6) Role of Digital Innovation.
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3.2. Methodology

This study utilizes a qualitative research design. Specifically, using a case study
approach, the potential economic effect of Muslim-friendly tourism will be
examined along with its market dynamics within the Malaysian market, as relates
to Sri Lanka. This case study method will be suitable for this research since it
enables the in-depth study of a specific context in which Sri Lanka's tourism
sector operates, particularly concerning the special needs and preferences that
Malaysian Muslim travellers might have. This process will help the research to
obrtain rich, contextual insights about the various impediments, challenges, and
opportunities in the market by gaining a comprehensive understanding of the
phenomenon being investigated (Yin, 2018).

This study is partly dependent on semi-structured interviews with selected key
stakeholders in the Sri Lankan tourism industry, including tourism operators,
hotel managers, and cultural experts. This technique also brings flexibility since
the interview can allow the participants to express their views and experiences in
relation to Muslim-friendly tourism. The research will widely use secondary
sources from literature reviews, industry reports, and market studies to provide
information background and validate findings from interviews. Consolidating
both primary and secondary data increases the level of analysis and ensures that
there is an understanding of market dynamics (Creswell, 2014).

The justification of the research methodology is that the research intends to probe
the perceptions and experiences of stakeholders in the context of Sri Lankan
tourism. Qualitative methods, particularly interviews, are well-suited for
capturing the complexity and nuance that are often lost in quantitative methods
sole reliance on numbers. Contextually, the case study design allows research
findings to link with a modality of Muslim-friendly tourism, thus guiding
targeted recommendations for practitioners and policymakers. Moreover,
combining interviews and thematic analysis adds to a comprehensive
understanding of the economic potential of Muslim Friendly Tourism (MFT),
as well as the challenges confronting Sri Lanka in this highly competitive
marketplace (Yin, 2018; Creswell, 2014; Braun & Clarke, 2006).
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4. Results

Key findings from this study have brought forward six themes that are very critical
in understanding the dynamics of Muslim-friendly tourism in Sri Lanka, about
the Malaysian market. The market dynamics also bring outsource markets and
demographic insights that highlight family-oriented travel as a prime constituent
for Malaysian tourists. Preferencing and Attractions refer to the natural and
cultural attraction elements, appealing to an Islamic traveler and how Islamic
values would guide such decisions and preferences in destinations. Political and
infrastructural matters castigate barriers and challenges preventing the growth of
Muslim Friendly Tourism in the region. Whereas the theme of economic
potential studies the spending pattern of Muslim tourists and indicates revenue
opportunities for Sri Lanka's tourism sector, the sustainability and ethics
discussion dovetail Islamic values with responsible tourism and demands tourism
practices to embrace community empowerment and environmental conservation.
Finally, the importance of digital innovation theme added up illustrates how
technology and social media can be used to benefit Muslim travellers, stating that
such improvement can be made by exploiting digital platforms to push for Sri
Lanka's visibility and attractiveness as a Muslim Friendly destination. These
themes combined thus create a very good, comprehensive framework to analyze
the chances and challenges that Sri Lanka is presenting toward being one of the
leading players in the Muslim Friendly Tourism market.

Market Dynamics

As such, Muslim-friendly tourism markets in Sri Lanka have a significant
potential market base, particularly from source markets in the Middle East and
South Asia. Tourists from Malaysia, for example, comprise a big segment of this
market, travelling on average in family groups and requesting as many Muslim
Friendly amenities as possible. Interviews with key stakeholders showed that
many Malaysian travellers travel in a family group, from very young children to
senior members, and often look for experiences that can cater to the needs of all.
This demographic insight suggests that Sri Lanka has to have tourism products
that address the needs of families with larger accommodation, diverse dining, and
activities suitable for all age groups. Furthermore, the increasing interest of
Middle Eastern markets, especially from Saudi Arabia and the UAE, points to a
wider trend in which Muslim travellers favour destinations that are in line with

19



THE ECONOMIC POTENTIAL AND MARKET DYNAMICS OF MUSLIM-FRIENDLY TOURISM
IN SRI LANKA: A CASE STUDY ON MUSLIM-FRIENDLY SUSTAINABLE TOURISM
Gayathri Puwanendram & Sidar Atalay Simsek (

their cultural and religious values, hence increasing the need for Sri Lanka to
position itself as a Muslim Friendly destination effectively.

Attractions and Preferences

The conclusion is that natural or cultural attractions influence the destinations
chosen by Muslim travellers. For example, virgin coastlines, beautiful green
plantations, and wildlife reserves - all attributes that entice Muslim visitors to Sri
Lanka during holiday seasons for recreational-adventure purposes. The cultural
attractions, like historical mosques and Islamic heritage sites, also play a
significant role in the choice of destination, with travellers expressing a wish to
experience the culture and history of the place. Islamic values seem to be put front
and centre in this tourism, where most of the respondents mention the
importance of having available halal food, prayer facilities, and an environment
appealing to modesty. Compliance with Islamic principles not only gives added
value to the whole journey of Muslim tourists but also provides them with a
comfortable and secure environment, which makes Sri Lanka an attractive option
for people who intend to continue with their religious customs while exploring
new destinations.

Barriers and Challenges

However, there is more about the barriers and challenges of Muslim-friendly
tourism in Sri Lanka. There are political and communal problems in general,
usually associated with ethnic tensions, which have created a bad perception
among possible Muslim travellers, even as far back as after events of violence and
unrest. Such events have made a certain segment of the market wary of visiting
Sri Lanka since, to this date, safety and security remain the most critical issues to
be attended to by Muslim tourists. Furthermore, major infrastructural
deficiencies are challenges, as tourist facilities are mainly non-halaal certified and
do not provide vital services for their Muslim customers. With inadequate
quantity of halal food, prayer rooms, and family-oriented accommodations, the
country would not maximize its capability to compete in the burgeoning
Muslim-Friendly Tourism (MFT) markets.
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Economic Potential

Islamic tourism has great economic potential for countries like Sri Lanka,
particularly regarding spending habits attributable to Muslim tourists. Reports
say that Muslim travelers, particularly those from the Middle East and Malaysia,
love spending money and prefer really good experiences as well as services. This
spending behaviour presents a lucrative opportunity for the tourism sector,
including increased revenue for hotels, restaurants, and local attractions. The
stakeholders said, "By tapping into the Muslim Friendly Tourism (MFT) market,
Sri Lanka would significantly increase its overall tourism revenue, offering
economic benefits not only for the hospitality industry but also for local
businesses and communities involved in the tourism supply chains.". The focus
on high-value market opportunities is in line with Sri Lanka's need to diversify
its tourism portfolio and dependence on traditional markets.

Sustainability and Ethical Practices

Sustainability and ethics have increasingly been considered important
components of Muslim Friendly Tourism (MFT). It appears that Islamic
principles and sustainable tourism practices are aligned, and many Muslim
travellers put a high value on eco-friendly and responsible travel options. It was
also highlighted by stakeholders that community empowerment and
environmental conservation should be part of the tourism experience. By
integrating these principles into its offerings, Sri Lanka can position itself as a
leader in sustainable Muslim Friendly Tourism (MFT), appealing to a growing
segment of environmentally conscious Muslim travellers. Additionally,
responsible tourism practices could be promoted, such as handling waste and
supporting local communities, to enrich the overall appeal of Sri Lanka as a
destination that shows respect for both cultural and ecological values.

Role of Digital Innovation

The role of digital innovation in attracting Muslim travellers is already becoming
quite significant. These findings indicate that technology, especially social media,
is a major influencer in travel decisions among many Muslim tourists. According
to the stakeholders, better digital marketing strategies would increase awareness
of Sri Lanka as a Muslim Friendly destination by showcasing available amenities
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and attractions. Tech-enabled solutions could include the development of apps
that highlight restaurants, accommodations, and prayer facilities with halal
certification, and social media campaigns targeting Muslim audiences. Sri Lanka
will leverage technology not only to attract more Muslim travellers but also to
make their travel experience better and have their needs and preferences met
during their journey.

5. Conclusion

The study brings out evident opportunities for Muslim-friendly tourism in Sri
Lanka from the Malaysian market. Important findings include that family travel,
cultural sights, and a focus on halal are some of the factors increasingly
influencing Malaysian travellers. Political instability, poor infrastructure and
limited promotion bring about deterrents to the development of this sector. Yet,
all these challenges do not hinder the economic potential because Muslim tourists
are known to have a high intake in their spending and usually prefer sustainable
tourism, following Islamic norms.

Recommendations for Policymakers

The policymakers in Sri Lanka should work on creating a strategic framework for
its positioning as an attractive Muslim Friendly destination. It must detail
guidelines about halal certification processes whereby customers can fully rely on
guarantees of meeting expectations while consuming food and using hospitality
services. Moreover, government involvement would also be necessary for
promotional activities aimed at bringing out to the global stage the uniqueness
of Sri Lanka's offer of Muslim-friendly tourism especially to the Malaysian and
Middle Eastern markets. This can go as far as establishing partnerships with
Malaysian travel agencies and influencers in broadening reach and authenticity,
thereby building more credibility. Infrastructural development to improve
transport accessibility to tourist places, as well as prayer facilities in public spaces,
will be further joined by the efforts to make the environment more Muslim-
friendly (Battour et al., 2017). It does not just enhance tourism but builds overall
economic resilience in the country.
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Instructions to Tourism Operators and Hospitality Stakeholders

Tourism operators must reorient the facilities available for stakeholders in the
hospitality industry in terms of the preferences of a Muslim traveller. This
includes any food item that the traveller consumes, which must be made available
in a halal state. It must provide reasonable accommodation, and privacy, and
family-friendly amenities. Such training also applies to staff being culturally
sensitive and knowledgeable in Islamic practices that would greatly increase the
experiences of the guest (Razzaq et al., 2016). The stakeholders will also have to
consider the use of digital platforms to market their services using mobile
applications and social media to target the Muslim traveller. A good strong online
presence through halal certifications, cultural experiences, and customer
testimonials could make a huge impact on the travel decision. Aligning services
with the values and expectations of Muslim tourists will ensure that the
stakeholders tap into this growing sector of the market for economic growth in
this part of the region.

Findings
Contribution to the Field of Tourism Studies

This research adds to a major part of tourism studies in the comprehension of
the dynamics of Muslim Friendly Tourism (MFT) and the economic
implications thereof on developing countries like Sri Lanka. Amidst the
background of increased global tourism, this study shows how cultural sensitivity
and ethics are also going to help in tourism development; more so, the practical
implications to policymakers and industry stakeholders serve as another
opportunity for improving the viability of Muslim-friendly tourism and enrich
academia further with more discourses regarding sustainable tourism strategies.

Limitations and Directions for Future Research

Such a major discovery finds at least some limitations within qualitative research,
particularly as it pertains to interviewing for data collection. The result also
confines geographical boundaries since it is primarily Sri Lankan in the Malaysian
market, and thus cannot at best be made to generalize across the board in different
settings. Quantitative methods might be developed for estimation on broader
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scales that have their economic benefits more clearly defined by future research
in Muslim-friendly tourism.

There is still further need in future research for qualitative experiences and
perceptions of Muslim travellers, as mixed-methods approaches by which a
qualitative-quantitative combination would be required. Further exploration of
potential source markets other than Malaysia such as Indonesia and the Middle
East might very well complement a better picture of the world's Muslim Friendly
Tourism (MFT) market. Longitudinal studies on political and social change
affecting travel patterns of Muslim tourists could also sufficiently deepen the
discourse into the resilience of tourism in shifting sands. Finally, further study
into how digital innovations is folded into the enhancement of the Muslim travel
experience will provide valuable insights into how technology is shaping the
future of tourism.
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Abstract

The aim of the study is to investigate the market power of cucumber product for the production

area market and consumption area market, and consumption area market and consumption

area retail supply chains. The scope of the study is the greenbhouse production period. For this
reason, Antalya province, where the highest cucumber production is realized during the
greenhouse production period, is preferred as the production region, and Ankara and Istanbul
provinces, which have a significant proportion of Tiirkiye's population and where the highest
consumption of the product is realized, are preferred as the consumption region. The study was
conducted for the 2014-2022 period by using monthly data sets from October to June, which
is the greenhouse production period. While analyzing the market power of each supply chain of
the product, the stationarity levels of the variables included in the model are taken into account.

The Vector Error Correction Model (VECM) was used to analyze the market power of the
Istanbul wholesale market - Istanbul retail supply chain for cucumber product, while the Lag
Distributed Autoregressive Model (ARDL) was used to analyze the market power of other supply
chains. As a result of the analysis, the validity and adequacy assumptions that the market
operates under perfect competition conditions are not met in all supply chains of cucumber
products; therefore, imperfect competition exists in the supply chains of Antalya wholesale
market - Ankara wholesale market, Ankara wholesale market - Ankara retail market, Antalya

wholesale market - Istanbul wholesale market, Istanbul wholesale market - Istanbul retail
market, and there is market power in the relevant supply chains. In this context, it is considered
that the establishment of branches for a certain arealregion width and taking measures to

regulate the number of branches within a certain distance would limit price increases.

Key Words: Market Power, Greenhouse, Autoregressive Distributed Lag (ARDL), Vector
Error Correction Model (VECM)
Jel Codes: D40, D82, Q11, C32

1. Girig

ebzeler genellikle heterojen bir yapidadir ve tarimsal iiriinlere kiyasla farkli
ozelliklere sahiptir. Bu nedenle fiyatlardaki dalgalanmalardan ve artiglardan
daha fazla etkilenmektedir. Fiyat dalgalanmalarinin temel nedenlerinden
biri iklim kosullari ve mevsimsel faktorlerdir. Bu fakedrler sezon ici ve dist fiyatlary
arasindaki belirgin farkliliga sebep olmaktadirlar. Sebze fiyatlarindaki mevsimsel
etkinin yani sira arz ve talep esnekliklerinin diisiik olmasi, sebzelerin raf mriiniin
kisa olmast, sinirli depolama imkanlari, pazarlama siirecindeki zayiatlar ve yiiksek
nakliye maliyetleri gibi unsurlar da fiyat dalgalanmalarina katk: saglamakeadir
(WB, 2011). Bu faketorlere ek olarak sebze fiyatlarindaki dalgalanmaya yol acan
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bir baska énemli unsur da pazarlama tedarik zinciri asamalardaki rekabet
diizeylerinin esitsizligidir.

Tarim {riinleri piyasasinda tedarik zincirinin farkli agamalarinda genellikle az
sayida satict ve ¢ok sayida alict bulunmakeadir. Bu da fiyat dalgalanmalarina
neden olmaktadir (Sheldon ve Sperling, 2003; Sexton ve Zhang, 2001). Ayrica
tarim Urlinleri piyasasinda sebze pazarlama kanallari 6zellikle Tiirkiye'de
uzundur. Bundan kaynakl: olarak piyasada araci sayist fazladir, aracilar iireticilere
kiyasla daha giiclii konumdadir, tiiketicinin 6dedigi fiyat icinde iireticinin eline
gecen pay daha diisiiktiir ve pazarlama marjlar daha yiiksektir. Piyasa icin bu bir
sorundur ve sorun olmaya da devam etmekeedir (Alpkent, 1995; Bayramoglu vd.,
2020). Bu sorunlar, pazarlama tedarik zincirinin yapisindan dogrudan
etkilenmektedir. Tiirkiye’de, sebze pazarlama zincirinde haller ¢ok 6nemli rol
oynamaktadir. Sebzelerin {ireticiden nihai-tiiketiciye ulagtirilmasinda en yaygin
pazarlama kanaly; iretici — {iretim bolgesi yas meyve-sebze (toptanci) hali —
titketim bélgesi yas meyve-sebze (toptanci) hali — perakendeci — tiiketici
kanalidir (Kadanalt ve Dagdemir, 2013: 77; Yurdakul, 2018: 132). Pazarlama
zincirinin tiiketiciden onceki son halkasini olusturan perakende sektdriinde
geleneksel perakendecilige alternatif bir kanal olarak ozellikle 2000’li yillardan
itibaren 6nemli bir biiylime gosteren indirim marketleri en 6nemli perakende
kanali haline gelmistir (Retail Tirkiye, 2021). Perakendeciligin bu sekilde
indirim marketlerinde yogunlagmaya baglamasiyla 2019 yili itibariyle ilk 4
indirim marketinin hizli tiiketim mallari (HTM) icindeki toplam payr (CR4)
%50 seviyesine ulagmistir. Bu durum pazar giicti kaygilarina neden olmaktadir
(Rekabet Kurumu, 2021: 19). Bu baglamda HTM sektoriindeki dikey biitiinlesik
yapt ve pazar giicii gibi etkiler tiiketicilerin daha yiiksek veya diisitk fiyatla
kargilagmalarina neden olabilmektedir (Rekabet Kurumu, 2021: 57, 62). Bu ise
firmalarin varsa pazar giiclerini kendi kirlarini artirmaya yonelik kullanmalari
veya rekabet etmek icin fiyatlart diigiiriip diislirmemesine bagli olarak
degisebilmektedir. Tiirkiye’de sebze arzinda ¢ok sayida bafimsiz iiretici
bulunmasina ragmen, pazarlama zincirinde daha az sayida aracinin bulunmasi ve
tiretici ile tiiketici fiyatlari arasindaki kayda deger farklar, gida enflasyonunun
artigini tetiklemekte ve pazarlama zincirinin her asamasindaki fiyat aktarim
mekanizmalarinin sorgulanmasini gerekli kilmaktadir. Bu ¢aligmanin amaci,
enflasyon sepetinde onemli bir agirliga sahip hiyar {riiniiniin sezon dist
pazarlama tedarik zincirindeki piyasa yapisini analiz etmek ve bu baglamda
politika 6nerilerinde bulunmakur.
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2. Method

2.1. Veri Seti

Hiyar tiriiniiniin tiretim bolgesi hal (Antalya hal) — titketim bolgesi hal (Ankara
ve Istanbul hal) ile tiiketim bolgesi hal (Ankara ve Istanbul hal) — tiiketim bolgesi
perakende (Ankara ve Istanbul) tedarik asamasinin pazar giicii, 15 Ekim - 15
Haziran 6rtilaltt donemine ait aylik veri setleri kullanilarak 2014-2022 dénemi
icin analiz edilmigtir. Model tahminlerinde kullanilan degiskenlere iliskin tiim
tanimlamalar Tablo 1'de sunulmustur.

Tablo 1: Degiskenler ve Degiskenlere ait A¢iklamalar

Tanim Aciklama Veri Kaynags
ahhf Antalya Hal Hiyar Fiyau (kg/TL) Antalya  Biiyiiksehir
ahhm Antalya Toplam Hiyar Mikrart (ton) Belediyesi Hal
ihhf Istanbul Hal Hiyar Fiyau (kg/TL) Istanbul  Biiyiiksehir
ihhm Istanbul Hal Hiyar Mikrari (ton) Belediyesi Hal
anhhf Ankara Hal Hiyar Fiyau (kg/TL) Ankara  Biiyiiksehir
anhhm Ankara Hal Hiyar Mikrar1 (ton) Belediyesi Hal
iphf Istanbul Perakende Hiyar Fiyat (kg/TL) TUIK
anphf Ankara Perakende Hiyar Fiyau (kg/TL)
anphm Ankara Perakende Hiyar Miktari (ton)
iphm Istanbul Perakende Hiyar Miktari (ton)
aihm_h Antalya Hal-Istanbul Hal Toplam Arastirma ckibi
aahm_h Antalya Hal-Ankara Hal Toplam find
- - - tarafindan
ipm_h Istanbul Hal-Istanbul Perakende Toplam hesaplanmstur.
apm_h Ankara Hal-Ankara  Perakende Toplam
duaihm_h Pandemi lﬁul‘qla(‘digi?lfeni olupT 2.01“9 :ﬁralvlk ayl

ve sonrasi icin “1” diger aylar icin “0” degerini

Hiyar miktarlar1 ve hal fiyatlari, iiretici bélge i¢in Antalya, tiiketici bolge icin
Ankara ve [stanbul Biiyiiksehir Belediyesi Toptanct Hali Miidiirliiklerinden
temin edilmistir. Tiiketim bolgelerine ait perakende hiyar fiyatlart TUIK in resmi
internet sayfasindan derlenmistir. Uretim bolgesine ait hiyar fiyatlari hiyar
{irliniine ait Antalya ili iiretici fiyat endeksiyle (UFE, 2003=100), tiiketim bélgesi
hal fiyatlar: ile perakende fiyatlari ise taze meyve ve sebzeye ait 6zel amacls titketici
fiyat endeksi (TUFE, 2003=100) ile reellestirilmistir.
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Perakende hiyar titketim miktari verilerine dogrudan erigilememektedir. Bu veri
seti olusturulurken perakendecilerin kullandiklar: hal ici ve hal digt {iriin temin
yontemi dikkate alinmigtir. Hiyar perakende miktarinda, iiriiniin hal icinden
(yaklastk 9%40) ve hal digindan (yaklasik %60) temin edilme oranlart
kullanilmigtr. Hal icinden temin edilen tiiketim miktari, tretici bélgesi
hallerinden tedarik edilen tiretim miktary; hal disindan temin edilen tiiketim
miktari ise Tirkiye ortiialt Giretimi i¢inde 6neme sahip olan illerin (Tirkiye
ortitalts hiyar {iretiminin yaklasik %67’sini olusturan Antalya, Mersin ve Izmir)
paylar1 dikkate alinarak gerceklestirilmigtir. Bu tiiketim miktarlari briit olup, net
perakende tedarik miktart icin Ankara Ticaret Odasi (ATO, 2022) (%15) ve
[stanbul Ticaret Odas’nin (ITO, 2022) (%12) yayinladig iiriine ait fire
oranlarindan yararlanilmigtr.

Analizde yer alan maliyet degiskenleri kg basina diisen nakliye, ambalajlama ve
iscilik degerleridir. Kg bagina diisen maliyet hesaplanirken iiretim bolgesi -
titketim bélgesi hal tedarik asamasinda tirin tagima kapasitesi (26 ton) ile titketim
bolgesi hal — tiiketim bolgesi perakende tedarik agamasinda kamyonetin (11 ton)
tasima kapasitesi baz alinmuigtr. Nakliye maliyeti degiskeni olusturulurken;
akaryakit ve amortisman gideri ile hal ¢ikis, kdprii gegis (sadece Istanbul tedarik
zinciri i¢in), hamaliye (sadece titketim bolgesi hal ile tiiketim bélgesi perakende
tedarik asamasinda) ve sofor tcretleri kullanilmisur. Akaryakit maliyeti
hesaplanirken Enerji Piyasast Ust Kurulu'ndan temin edilen ve TUFE Enerji
Maliyet Endeksi (2003=100) ile reellestirilen Antalya (Kepez), Ankara
(Yenimahalle) ve Istanbul (Bayrampasa)’ya ait motorin fiyatlari ile Ulastirma ve
Altyapt Bakanligrnin (Karayollar1 Genel Miidiirliigii) resmi internet sitesinde
yayinlanan Antalya (Kepez)-Istanbul (Bayrampasa), Antalya (Kepez)-Ankara
(Yenimahalle) ilgeleri arast karayolu mesafesi ile Istanbul (Bayrampasa) ve Ankara
(Yenimahalle) ilgelerinin ortalama karayolu uzakligi  dikkate alinmugur.
Amortisman gideri hesaplanirken iiriin tasimada kullanilan urin ve kamyonetin
ekonomik 6mrii (10 y1l) kullanilmigtir. Nakliye maliyetinin bir baska kalemi olan
hal ¢ikis maliyeti icin Antalya hal -Ankara ve Istanbul hal tedarik asamasinda
Antalya Hal Midirligi'niin her yil belirledigi ur cikis ticreti kullanilirken
titketim bolgesi hal ile perakende tedarik agamasi icin hal ¢ikig ticreti maliyete
dahil edilememistir. Bunda, Ankara Biiyiiksehir Belediyesi Hal Miidiirliigii'niin
hal giris veya cikislarinda iicret talebinde bulunmamasi ile Istanbul Biiyiiksehir
Belediyesi Hal Miidiirliigii'ne ait hal girig/cikis ticretinin temin edilememe kisitt
etkili olmugtur. Koprii gecis ticretinin hesaplanirken Karayollar:  Genel
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Miidiirliigii'nden temin edilen 15 Temmuz $ehitler/Fatih Sultan Mehmet (2016
Agustos ay1 ve oncesi) ile Yavuz Sultan Selim (2016 Eylil ayr ve sonrasi)
kopriilerinin ur gegis ticrederi kullanilmigtir. Nakliye maliyeti icinde yer alan
sofor ticreti hesaplanirken Antalya Nakliyeciler Dernegi ile yapilan
goriismelerden elde edilen 2022 yili Temmuz ay1 sofor ticreti baz alinmistir. Bu
licret serisi, asgari iicret artis degerleri (Calisma ve Sosyal Giivenlik Bakanligy,
2022) dikkate alinarak geriye dogru yiiriitiilmistiir. Nakliye maliyeti icinde
bulunan hamaliye gideri hesaplanirken Istanbul ve Ankara hal miidiirliiklerinin
her yil belirledigi hal ici/digt hamaliye ticretinden yararlanilmugur. Bir diger
maliyet degiskeni olan ambalajlama maliyeti sadece {iretici bolgesi toptanci-
tiiketici  bolgesi toptanct tedarik zincirinde modele dahil edilmis olup,
ambalajlama gideri olarak “Kagit ve Mukavvadan Uriinler”e ait TUFE
(2003=100) indeksi kullanilmustir. Isgiici maliyeti degiskeni olarak ise ITO
tarafindan yayimlanan iicretliler geginme endeksi (UGE, 2003=100) analize dahil
edilmigtir. Maliyet degiskenleri TUFE genel (2003=100) endeksi ile
reellestirildikten sonra kg bagina diigen maliyete doniistiiriilmistiir.

2.2. Yontem

Aragtirma kapsaminda, incelenen hiyar iiriiniiniin tedarik zincirinin pazar giicii
yapist ARDL sinir testi ve VECM yontemleri ile incelenmistir. Pazar giicii, bir
firmanin {iriin fiyauni marjinal maliyetin iizerinde belirleme yetenegi olup,
literatiirde; endiistriyel vaka calismalari, gosterge fiyat hareketleri modeli, Yapi-
Davranig-Performans Paradigmast  (SCP) ve Yeni Ampirik Endistriyel
Organizasyon (NEIO) modelleri olmak {izere dért ana yaklagim ile
incelenmektedir (Digal ve Ahmadi-Esfahani, 2002: 564). Bu yaklasimlardan,
endiistriyel vaka ¢aligmalari, calisgmanin maliyetli olmasi, elde edilen bulgularin
caligma yapilan sektore 6zel bilgiler sunmast gibi dezavantajlara sahipken (Scherer
ve Ross, 1990) gosterge fiyat hareketleri modeli uygulamanin tamamen teoriye
dayandirilamamasi ve ortilk anlasma nedeniyle piyasanin tam olarak
ayrigtirilamamast dezavantajina sahiptir. Pazar yapisi, davranisi ve performanst
arasindaki iligkiyi ele almasina ragmen SCP yaklagimi ise mikro ekonomik temele
dayanmamasi (Hallam ve Rapsomanikis, 2007: 110), yogunlagma indekslerinin
modelde igsel olarak belirlenmemesi (Clarke ve Davies, 1982) ve statik analizlerin
kullanimina dayanmasi gibi bazi dezavantajlar1 icermektedir (Haurli vd., 2010).
Nitekim SCP'nin bu sinirliliklari 1980'lerde gelistirilen NEIO yaklagimi ile
birlikte ortadan kaldirdmistir. Bu yaklagim ile tedarik zincirinin farkli
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asamalarindaki pazar giicii incelenebilmektedir (Sheldon ve Sperling 2003).
Ayrica yaklagim; iktisat teorisine dayanma, marjinal maliyet ve pazar giiciinii
dogrudan yapisal modeller yardimi ile tahmin etme gibi avantajlara da sahiptir
(Perloff, 1991: 7). Avantajlarindan dolayi, bu yontem literatiirde benimsenmis
ve tedarik zincirinin rekabet diizeyi ile pazar giiciinii analiz etmek i¢in farkli
metodolojiler gelistirilmistir (Digal ve Ahmadi-Esfahani, 2002). Gelistirilen
NEIO modelleri; veri kisit, bulgularin dogrulugu, analizin tek sektore yonelik
yapiliyor olmasi gibi hususlarda elestirilmesine ragmen yaklagim pazar giiciiniin
analiz edilmesinde Analitik Pazar Teorisi (APT) ¢alismalarina kiyasla iistiindiir
(Hallam ve Rapsomanikis, 2007: 105-106). Ustiinliiklerine ragmen gerek APT
gerekse NEIO model gruplari ayni hedefi paylasmakta ve bu iki model grubu
benzer bir amaca hizmet etmektedir. APT modellerinin analiz sonuglari genellikle
kesinlikten yoksun olmakla birlikte, pazar giiciinti farkli veri diizeylerinde
inceleyerek cesitli sonuglara ulagmaktadir. NEIO ve APT’den hangisi kullanilirsa
kullanilsin pazar giiciiniin, rekabet politikalarinin amacina gére etkin bir sekilde
belirlenmesi gerekmektedir. Pazar giiciiniin analizine iliskin literatiirdeki
calismalar, genellikle ya tedarik zincirinin tamamina ya da zincirin belirli
asamalarina odaklanmakeadir. Bu alandaki 6nemli ¢alismalara Holloway (1991),
McCorriston vd. (1998), Lloyd vd. (2006 ve 2009) ve Cavicchioli (2018) 6rnek
verilebilir. Literatiirdeki son gelismeler, tedarik zincirinin her asamasindaki pazar
giictintin varhigmm, APT ve NEIO modellerini birlestiren yeni bir yaklagim ile
daha kapsamli bir sekilde analiz edilebilecegini gostermektedir. Nitekim Lloyd
vd. (2006 ve 2009) McCorriston vd.’nin (1998) modelinden esinlenerek
McCorriston-Lloyd yaklasgimini  gelistirmigtir.  Yaklagim, APT ile NEIO
teorilerinin bir sentezidir ve pazarlama marji ile aksak rekabet varsayimlarina
dayanmaktadir. Yaklagim ayni zamanda zaman serisi verilerinin kullanimi ve veri
kisit durumunda tirev degiskenin kullanimina izin verme gibi 6nemli
tistiinliiklere sahiptir (Cavicchioli, 2018: 5). McCorriston-Lloyd yaklagiminda,
gida zinciri boyunca aksak rekabetin varligini test etmek amaciyla indirgenmis
form denklemleri olusturulmakta ve pazarlama marjini etkileyen degiskenler,
davranigsal parametrelerin degerlerine bagl olarak farklilik gostermekeedir. Bu
modelde, bir {iriiniin pazarlama tedarik zinciri, tiretim bolgesi toptanci, titketim
bolgesi toptanct ve perakendeci agamalarini igerecek sekilde yapilandirilmakeadir.
Bu yapiya dayanarak, titketim bolgesi toptanct ile perakendeci arasindaki pazar
giiciinii agtklamak amaciyla Lloyd vd. (2006) ve Cavicchioli (2018) tarafindan
gelistirilen teorik cerceve kullanilmaktadir. S6z konusu modelde, ilk olarak n
sayida {ireticinin rettigi homojen {iriiniin iretim bolgesindeki toptancilar
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aracilifiyla tiiketim bolgesindeki toptancilara buradan da perakendecilere
ulastirildigi varsayilmakea olup perakende agamasindaki talep denklemi (Q = h —
bRP + cX) ile tiiketim bolgesi toptancisina ait arz denklemi (WP =k + gA +
hN Ydir. Denklemde yer alan Q ilgili malin talep miktarini, RP perakende
diizeydeki fiyats, X talebi etkileyen digsal (talep kaydiricilar) degiskenleri, WP
titketim bélgesindeki toptanct fiyatni, A toptanct seviyedeki arz mikearini ve N
ise arz1 etkileyen digsal degiskenleri temsil etmektedir. Ilgili denklemlerden
hareketle girdi-cikti katsayisinin 1’e esit ve firmanin sabit oranli teknolojiye sahip
oldugu varsayimi alunda perakendeci i’nci firmanin kir fonksiyonu (m;)

asagidaki gibidir:
m; = RP(Q)Q; — WP(A)A; — C;(Q)) 1)

Esitliliklerdeki, A; i’nci firmanin sattug iiriin mikearini C; ise satin alinan {iriiniin
fiyat1 disinda ortaya ¢ikan maliyetleri ifade etmektedir. Ulkenin toplam arz1 S ile
temsil edilmesi durumunda, iiriine ait toplam arz fonksiyonu S = Q + W olarak
da ifade edilebilir. Denklemde bulunan W, ihracat miktarini temsil eden digsal
degiskendir. Toplam arz denklemi ile perakende talep ve titketim bélgesi
toptancist arz denklemleri kar fonksiyonunda (Esitlik 1) yerine yazildiginda,
tedarik zincirindeki oligopolistik ve oligopsonistik giicii iceren esitlige ulagilir

(Lloyd vd., 2006: 126):
RP—2Q =M+ WP+ gQ )

Hgili esitlikte yer alan 8, oligopolistik; p, oligopsonistik davranis parametrelerini
ve M ise toplam maliyet fonksiyonunda yer alan pazarlama maliyetlerini temsil
etmekee olup, M = y + zE olarak ifade edilmektedir. M 'nin, tedarik zinciri
asamasindaki titketim bolgesi toptancilarinin ve perakende diizeydeki firmalarin
tiim sabit () ve degisken (E) pazarlama maliyetlerinin toplamindan olustugu
varsayllmaktadir. Yukarida yer alan perakendeci talep fonksiyonu (Q = h —
bRP + cX), titketim bélgesi toptancilarinin ters arz fonksiyonu (WP =k +
gA + hN), Esitlik 2 ve pazarlama maliyetleri (M = y + zE) esitlikleri birlikte
coziildigiinde asagidaki esitliklere ulagilir:

_ h+cX-bzE-bgN
(1+Q)+bg(1+m)

Q (3)
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_ h+[(1+0)+bg(1+w)][(1-b)(gN)+(1-b2)E+cX)]

RP (146)+bg(1+p)

(4)

_ g[h+cX—sz]—g[b—((1+8)+bg(1+#))(N)]

wp (1+0)+bg(1+u)

)

Esitlik (4)’ten Esitlik (5)’in ¢ikarulmasi sonucunda, ilgili pazarlama tedarik
zincirindeki piyasa yapisinin belirflenmesini miimkiin kilan nihai esitlige ulagilir:

h(%+gu)+(1+bg)(y+zE)+(%+g,u)cX—(9 +bgu)(h+gN)
(14+6)+bg(1+u)

RP —WP = ©6)

Pazarlama marjinin (RP — WP) bagimli degisken oldugu Esitik 6'da piyasa
yapisint agiklayan 6 ve p katsayilarina ulagilmaktadir. 8 ve p katsayilar sirastyla
tedarik zincirinde oligopolistik ve oligopsonistik bir yapinin varligina isaret
etmekeedir. 6 (1) katsayisinin sifira esit olmasi tedarik zincirinin tam rekabet
piyasast kosullar1 altinda 1’e esit olmast monopol (monopson) piyasast kogullart
altinda isledigini gostermektedir. O ile 1 arasindaki bir katsayi degerine sahip
olmalari ise tedarik zincirinin oligopolistik (oligopsonistik) bir yapida (P > MC)
oldugunu ifade etmektedir. Bu iki katsayinin (6 ve p) sifira esit olmast
durumunda, piyasada oligopolistik ve oligopsonistik bir yap1 soz konusu degildir
(RP — WP =y + zE = M). Burada, iki énemli bulguya ulagilmakta olup, ilki
tam rekabet varsayimi alunda, pazar marji sadece sabit ve degisken pazarlama
maliyetlerinin toplamina (M) esittir. Ikincisi ise, pazar marjinin iriiniin talep
(N) ile arz (W) fonksiyonundaki kaymalardan etkilenmemesidir. Ote yandan 0
ve wniin sifirdan farkli olmas: durumunda hem pazar giicii ortaya ¢ikmakta hem
de talep ve arz kaydiricilarindaki degisim pazar marjini etkilemektedir. Boylesi
bir durumda, talep (N) ile arz (W) kaydiricilar: esidlige dahil edilmelidir. Béylece
Esitlik 7'de sunulan sinirlandirilmis model yardimiyla tam rekabetin varligina
iliskin hipotezin test edilmesi miimkiindiir.

RP = By + ByWP + yf,M + B3N + W @)

Tam rekabet kosullari alunda, digsal degiskenlerin  hicbiri  marjt
etkileyememektedir ve marjla iliskili parametreler (By,8,) sifirdir. Iktisat
teorisine paralel olarak ek bir kosul daha bulunmaktadir. Bu hipotezin test
edilebilmesi i¢in; uzun dénem toptan fiyau (f;) ile pazarlama maliyeti ()
arasinda pozitif ve istatistiksel olarak anlamli bir iligki bulunmalidir. Bu iliskinin
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varligt 6n kosul olup, bu kosul alunda; tam rekabet Hy: f; > 0; 5, > 0; B3 =
B = 0 hipotezi ile test edilir. Sifir hipotezi kabul edilmesi durumunda tedarik
zincirinin tam rekabet piyasa yapisina sahip oldugu; reddedilmesi durumunda ise
piyasada pazar giiciiniin varlig1 kabul edilmektedir. Pazar giiciiniin varliginin
kabulii i¢in ayrica (i) S5 ve B, katsayilary, sifirdan farkli olmali (B3 # 0; 5, # 0),
(i) N digsal degiskeninin katsayist pozitif olmali (S5 > 0) ve (iii) W digsal
degiskeninin katsayisi negatif olmalidir (8, < 0). Test sonucunda; sifir hipotezi
reddedilmezse tedarik zinciri boyunca tam rekabetin varlig reddedilirse pazar
giiciiniin varligi kabul edilmekeedir.

Huyar iiriiniine ait pazar giiciiniin analiz edildigi bu ¢alismada kullanilan zaman
serilerinin farkli diizeylerde duragan olmasi durumunda modellerin tahmininde
ARDL yaklasim:i (Esitlik 8) ayni diizeyde duraan olmalari durumunda ise
VECM yaklasimi (Esitlik 9) kullanilmistir.

ARP, = g+ X0 _  MARP, 4 + ¥ L, AWP, | + X7 AsAM,_| +
2o AN,y + X1 AsAW,_; + 8,RP,_; + 8,WP,_, + 8M,_, +
S4Ne_y + 6sWe_y +u, 8)

ARP, = ay + X0 ayARP, | + ¥ @y AWP,_; + Y7 asAM, | +
Fo @AN,_y + XL asAW,_y + pECT,_ + v,
©)

Esitliklerde yer alan RP, WP, M, N ve W sirastyla perakende fiyat, toptan fiyat,
toplam maliyet, talep edilen iiriin miktarini ve arz edilen {iriin miktarini, A, fark
operatoriinii ve U ile v ise beyaz giiriiltii hata terimlerini ifade etmektedir.

3. Analiz Bulgular:

Hiyar iiriiniintin iiretim bolgesi hal (Antalya)-titketim bélgesi hal (Ankara ve
[stanbul) ile tiiketim bolgesi hal-tiiketim bolgesi perakende tedarik zincirlerinin
pazar giicii 2014-2022 yillarina ait ortiialu dénemi verileri kullanilarak analiz
edilmigtir. Analize gegmeden 6nce tiim analizlerde yer alan (yapay degiskenler
hari¢) degiskenler mevsimsellik sinamasina tabi tutulmugtur. Ardindan analizde
sahte regresyon problemi ile kargilasmamak adina analizde kullanilan serilerin
duragan olup olmadigi ADF ve PP birim kok testleri kullanilarak incelenmis ve
birim kok testleri sonuglart Ek-1"de sunulmugtur. Degiskenlere ait ADF ve PP
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birim kok testi sonuglari incelendiginde; degiskenlerin farkli diizeyde (Istanbul
hal-Istanbul perakende tedarik zinciri harig) ve farkli modellerde duragan oldugu
tespit edilmigtir. Bu nedenle, degiskenler arasindaki esbiitiinlesme iligkisi ARDL
sinur testi ve VECM yaklagimlart ile analiz edilmigtir. Elde edilen analiz bulgular
her tedarik zinciri i¢in ayr1 ayr1 sunulmugtur.

3.1. Antalya Hal - Ankara Hal Tedarik Zincirine ait Pazar Giicii
Analizi

Antalya hal - Ankara hal tedarik zincirine ait pazar giicii analizinde; Antalya hal
hiyar fiyatt (ahhf’), Ankara hal hiyar fiyau (anhhf’), Antalya hal hiyar mikear
(ahhm), Ankara hal hiyar miktar1 (anhhm) ile Antalya hal-Ankara hal tedarik
zinciri boyunca katlanilan maliyet (aahm_h) degiskenleri kullanilmistr.
Modelin tahmininde tiim matematiksel fonksiyon kaliplari denenmis ve
logaritmik dogrusal fonksiyon kalib gerek degiskenlerin beklenen isaretleri gerek
de anlamliliklar1 bakimindan daha iistiin sonuglar verdigi icin tercih edilmigtir.
ARDL sinir testi analizinden 6nce tahmini gergeklestirilecek olan VAR modeli
icin uygulanacak analizlerin giivenirligi acisindan optimal gecikme uzunlugu
belirlenmistir. Gecikme uzunlugu LR, FPE, AIC, SC ve HQ bilgi kritetleri ile
aragtirilmig olup, optimal gecikme uzunlugu 9 olarak belirlenmistir. Optimal
gecikme uzunlugu belirlendikten sonra model tahmininin giivenilir sonuglar
vermesi adina tansal testler uygulanmis ve model artklarinda degisen varyans
(Breusch Pagan Godfrey=0,8884) ve otokorelasyon (Breusch-Godfrey
LM=0,8886) probleminin olmadig, hatalarin normal dagilim gosterdigi (Jarque-
Bera=0,31) ve modelde spesifikasyon hatasinin olmadigi (Ramsey Reset
testi=0,8829) belirlenmistir. Ayrica Cusum ve Cusum kare testleri (Ek-2) ile
modelde yapisal bir kirlmanin da bulunmadigi tespit edilmistir. Tanisal
istatistikleri takiben sinir testi yaklagimiyla degiskenler arasinda esbiitiinlesme
iliskisi arastirilmistir (Tablo 2).

Tablo 2: ARDL Sinzr Testi

k F istatistigi Kritik Degerler 1(0)-Alt sinir I(1)-Ust sinir
%10 2,68 3,53
%5 3,05 3,97
4 11,1093 %25 34 436
%1 3,81 4,92
Not: k modeldeki aciklayici degisken sayisidir. Kritik degerler Pesaran vd. (2001:301)’deki Tablo
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Tablo 3: ARDL (4, 8, 8, 8, 8) modeli tahmin sonuglar:
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ARDL sinir testi sonuglarina gore hesaplanan F-istatistik degeri (11,1093) tiim
anlamlilik diizeylerinde asimptotik kritik degerleri agmakta olup bu durum
degiskenlerin esbiitiinlesik oldugunu gostermektedir. Egbiitiinlesme  iligkisi
modelde yer alan degiskenlere ait uygun gecikme uzunluklar: dikkate alinarak
ARDL (4, 8, 8, 8, 8) modeli ile analiz edilmigtir. Degiskenler arasindaki kisa ve
uzun doénem iliski Tablo 3’te sunulmustur.

Tablo 3’teki ARDL kisa dénem tahmin sonuglarina gére hata diizeltme katsayist
(-3,5726) istatistiksel olarak anlamli ve negatif isaretlidir. Bu durum, kisa
dénemde ortaya cikan bir gokun uzun donemde (yaklasik 9 giinde) dengeye
geldigini gostermektedir. Modelin kisa dénem sonuglarina gore Ankara hal hiyar
trtintiniin bir (lanhhf,_,), iki (lanhhf,_;), iic (lanhhf,_3;) dénem onceki
fiyatlarinda yaganacak %1'lik bir artig, Ankara hal hiyar fiyauni (lanhhf’)
sirastyla %1, %0,48 ve %0,27 oraninda arturmaktadir. Ankara hal hiyar fiyau
(lanhhf) ile Antalya hal hiyar fiyau (ahhf) arasinda ise istadistiki olarak
anlamli pozitif yonlii iligki mevcuttur. Antalya hal hiyar fiyaunda (ahhf)
gergeklesen %1 artig, Ankara hal hiyar fiyauni (lanhhf) %0,50 oraninda
artirmaktadir. Diger yandan, Antalya hal hiyar iiriiniin bir (ahhf,_,), iki
(ahhf;_,), i¢ (ahhf,_3), dort (ahhf,_,), bes (ahhf,_s), altu (ahhf;_¢) ve
yedi (ahhf,_;) donem onceki fiyatlart ise Ankara hal hiyar fiyauni (lanhhf)
negatif yonde etkilemektedir. Antalya hal-Ankara hal toplam hiyar maliyeti
(aahm_h) ve Ankara hal hiyar fiyati arasindaki iliski negatif yonliidiir ve Antalya
hal-Ankara hal toplam hiyar maliyetindeki %1 artig, Ankara hal hiyar fiyatini
%1,07 oraninda azaltmaktadir. Ayrica Antalya hal-Ankara hal toplam hiyar
maliyetinin tiim gecikmelerindeki %1’lik artis, Ankara hal hiyar fiyatunda da
azalisa neden olmaktadir. Buna gore, maliyetlerde ortaya ¢ikan artigin Ankara hal
hiyar fiyatina dogrudan ve gecikmeli olarak yansidigi anlagilmakeadur.

Kisa dénem tahmin sonuglarina gore Ankara hal hiyar miktar1 (anhhm), Ankara
hal hiyar fiyauni negatif yonde etkilemektedir. Buna gore Ankara hal hiyar
miktarinda gerceklesen %1'lik arts, kisa ddnemde Ankara hal hiyar fiyaunda
%0,08 oraninda azalisa neden olmaktadir. Ote yandan, Ankara hal hiyar
miktarinin bir  (anhhm,_,), iki (anhhm,_,;), ¢ (anhhm,_3), dért
(anhhm,_,) ve bes (anhhm,_s) dénem oncesinde gergeklesen %1'lik arug,
Ankara hal hiyar fiyatlarini sirasiyla %0,36, %0,34, %0,25, %0,16 ve %0,16
oraninda azaltmaktadir. Ankara hal hiyar miktarindaki alu dénem onceki
degisimin (anhhm,_g), negatif yonlii etkisi Ise istatistiki olarak anlamli degildir.
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Fakat Ankara hal hiyar miktarinda yedi dénem 6nceki (anhhm,_,) %1'lik arus,
kisa donemde Ankara hal hiyar fiyatin1 %0,07 oraninda artirmaktadir. Antalya
toplam hiyar miktar1 (ahhm) ile Ankara hal hiyar fiyau arasindaki pozitif yonlii
iligki ise istatiksel olarak anlamli degildir. Antalya toplam hiyar miktarindaki bir
(ahhm,_,), iki (ahhm,_,), ii¢ (ahhm,_3), dért (ahhm,_,), bes (ahhm,_s),
alu (ahhm_g) ve yedi (ahhm,_;) dénem 6nceki degisimin Ankara hal hiyar
fiyatna etkisi negatif yonliddiir. S6z konusu dénemlerde Antalya hal hiyar
miktarinda ortaya ¢ikan %1'lik artis, Ankara hal hiyar fiyauni sirastyla %0,80,
%0,60, %0,47, %0,32, %0,38, 0,38 ve %0,12 oranlarinda diisiirmektedir. Uzun
dénemde, tiim degiskenlerin Ankara hal hiyar fiyau (lanhhf’) tizerindeki etkisi,
%3 onem diizeyinde istatiksel olarak anlamlidir. Antalya hal hiyar fiyau (ahhf)
ile Ankara hal hiyar fiyau (anhhf) arasinda pozitif yonlii iligki mevcut olup,
Antalya hal hiyar fiyaundaki %1'lik arus, Ankara hal hiyar fiyauni %0,73
oraninda yiikseltmektedir. Antalya hal-Ankara hal toplam hiyar maliyetinde
(aahm_h) gerceklesen %1’lik artig ise uzun dénemde Ankara hal hiyar fiyatn:
%1,17 oraninda artrmaktadir. Benzer sekilde, Ankara hal hiyar fiyauni pozitif
yonlii olarak etkileyen bir baska degisken, Ankara hal hiyar miktaridir (anhhm).
Nitekim bulgulara gore, Ankara hal hiyar miktarindaki %1’lik artis, Ankara hal
hiyar fiyaunda (anhhf) %0,06 oraninda artusa neden olmaktadir. Antalya
toplam hiyar miktari (ahhm) ile Ankara hal hiyar fiyau arasindaki iliski de
pozitif yonlii tespit edilmigtir. Bulgulara gore %0,39 olarak tahmin edilen etkinin
biyiikliigii, Antalya toplam hiyar miktarindaki %1'lik artugin, Ankara hal hiyar
fiyaunda %0,39 oraninda arugina neden oldugunu ortaya koymustur. Son
olarak, modelde yer alan trend degiskeni (arz edilen iiriinii pozitif yonde
etkileyen teknolojik gelismeler ve hava kosullar1 gibi faktorler) Ankara hal hiyar
fiyatini negatif yonlii etkilemektedir. Trend degiskeninin Ankara hal hiyar fiyat
tizerindeki negatif etkisinin biiytikliigii yaklagik %0,02’dir.

Ozetle, ilgili tedarik zincirinin tam rekabet piyasast varsayimlart altinda
gerceklestigine  yonelik  gelistirilen  gegerlilik  kosulu  (Hy = ahhf >
0 ve aahm_h > 0) saglanirken, tam rekabet piyasasindan soz edebilmek i¢in
gerekli olan yeterlilik kosulu (Hy = anhhm > 0 ve anhhm # 0 ve H, =
ahhm < 0 ve ahhm # 0; "tam rekabet kosullar: gegerli") ise
saglanamamugtir. Dolayistyla, Antalya hal-Ankara hal hiyar tedarik zincirinin tam
rekabet piyasast kogullart alunda faaliyet gostermedigi ve aksak rekabet piyasast
gibi hareket ettigi i¢in tedarik zincirinde pazar giiciiniin var oldugu sonucuna
ulagilmistir.
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3.2. Ankara Hal - Ankara Perakende Tedarik Zincirine ait Pazar Giicii
Analizi

Hiyar trtinii icin titketim bolgesi hal (Ankara) — titketim bolgesi perakende
(Ankara) tedarik zincirine ait pazar giicii analiz edilmigtir. Analizde; Ankara
perakende hiyar fiyatt (anphf’), Ankara hal hiyar fiyau (anhhf), hiyar triinii
icin Ankara hal-Ankara perakende tedarik zinciri boyunca katlanilan toplam
maliyet (apm_h), Ankara perakende hiyar miktar1 (anphm) ve Ankara hal
hiyar miktari (anhhm) degiskenlerinden faydalanilmistir. Analizde yer alan
degiskenler ADF ve PP birim kok testi sonuglarina gére (Ek-1) farkli diizeyde
duragandir. Bu nedenle, degiskenler arasindaki egbiitiinlesme iligkisi ARDL sinir
testi ile analiz edilmigtir. Burada, model tahmini icin tiim fonksiyonel kaliplar
denenmis ve digerlerine kiyasla daha iyi sonug veren lineer matematiksel
fonksiyon tercih edilmistir. ARDL sinir testi 6ncesinde, LR, FPE ve AIC bilgi
kriterleri ile optimal gecikme uzunlugu 6 olarak belirlenmistir. Optimal gecikme
uzunlugu belirlendikten sonra VAR(6) modelinin temel istatistikleri saglayip
saglamadif1 kontrol edilmis ve Breusch-Godfrey LM Testi olasilik degerine
(0,8431) gore modelde otekorelasyon sorununun bulunmadigi, Breusch-Pagan-
Godfrey testine ait F istatistik olasilik (0,6789) degerine gore degisen varyans
sorununun olmadig, Jarque Bera test istatistik olasilik degerine (0,4266) gore de
hata terimlerinin normal dagilim gésterdigi belirlenmistir. Modelde spesifikasyon
hatasinin varligi Ramsey Reset testi (0,1480) ile modelin istikrar kogulu ise
Cusum ve Cusum kare (Ek-2) testleri ile incelenmistir. Test sonuglarina gore
modelde spesifikasyon hatasinin bulunmadigi ve modelde yapisal bir kirilmanin
var olmadig1 sonucuna ulagilmigtir. Model analizi icin gerceklestirilen temel
testleri takiben degiskenler arasinda egbiitiinlesme iligkisinin varligt ARDL Sinir
testi yaklagimiyla arasturilmistir.

Tablo 4: ARDL Sinzr Testi

k F istatistigi Kritik Degerler 1(0)-Alt sinir 1(1)-Ust sinir
%10 2,2 3,09
%5 2,56 3,49
4 13,4672 %2,5 2,88 3,87
%1 3,29 4,37
Not: k modeldeki agiklayict degisken sayisidir. Kritik degerler Pesaran vd. (2001:300)’deki Tablo
CI(II)’den alinmistir.
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Sinir testine ait F-istatistik degeri (13,46) Pesaran vd.’nin (2001) belirlemis
oldugu %5 ve %10 anlamllik diizeylerinde asimptotik kritik degerlerin
tistiindedir. Sinur testi sonucuna gore degiskenler esbiitiinlesiktir. Dolayisiyla
degiskenler arasindaki egbiitiinlesme iligkisi ARDL yontemi ile analiz edilmistir.
ARDL model tahmininde degiskenlerinin gecikme uzunluklar sirasiyla 2, 0, 4,
5, 0 olarak belirlenmis olup, degiskenler arasindaki kisa ve uzun dénem iligkisi
ARDL (2, 0, 4, 5, 0) modeli ile analiz edilmis ve analiz sonuglar1 Tablo 5’te

sunulmugtur.

Tablo 5: ARDL (2, 0, 4, 5, 0) Modeli Tahmin Sonuglar:

ARDL (6; anphf, anhhf, apm_h, anphm, anhhm)

Bagimli Degisken: anphf

Kisa Dénem Sonuglari

Bagimsiz Degiskenler Katsay1 Standart Hata | t Istatistigi Olasilik

ECT* -0,8220 0,0863 -9,5214 0,0000*
anphf,_, 0,2806 (0,2807) 0,0885 3,1688 0,0029%
Aapm_h 0,0276 0,4813 0,0573 0,9546
Aapm_h,_; 3,0534 (2,4243) 0,5470 5,5821 0,0000*
Aapm_h;_, 3,3014 (2,6333) 0,6878 4,7997 0,0000*
Aapm_h;_; 1,8632 (1,4931) 0,8236 2,2623 0,0290*
Aanphm -0,0008 (-2,8091) 6,55E-05 -12,0218 0,0000*
Aanphm,_; -0,0002 (-0,5908) 3,42E-05 -4,8345 0,0000*
Aanphm,_, -0,0002 (-0,5392) 2,67E-05 -5,6732 0,0000*
Aanphm,_; -0,0002 (-0,6073) 2,58E-05 -6,6128 0,0000*
Aanphm;_, -0,0001 (-0,3629) 3,15E-05 -3,2422 0,0024*

EC= anphf- (0,2075*anhhf-1,0235*apm_h-0,0007*anphm+0,0000*anhhm + 2,3643)
Uzun Dénem Sonuglar1

anhhf 0,2075 (0,1393) 0,1014 2,0457 0,0472*
apm_h -1,0235 (-0,8090) 0,4961 22,0628 0,0455"
anphm -0,0007 (-2,4236) 0,0003 -2,0900 0,0429*
anhhm 2,75E-07 (0,9875) 1,20E-07 2,2969 0,0268*
sabit 2,3643 0,8634 2,7384 0,0091*

Not:1. * Katsayilarin %10 6nem diizeyinde anlamli oldugunu belirtmektedir.
2. ARDL modeli kisitl sabit ve trendsiz segim ile tahmin edilmistir.

3. Parantez “()” igerisindeki rakamlar degiskenin esneklik sayisini ifade etmektedir.
4. EC “Hata Diizeltme” anlamina gelmektedir.

Tablo 5’te goriildiigii tizere, kisa donem hata diizeltme (ECT) katsayist %5 6nem
diizeyinde istatistiksel olarak anlamli ve teorik beklentilere uygun olarak negatif
isaretlidir. Buna gore, kisa donemde yasanan bir gok sonucu piyasa yaklagik 1,2
ayda (=1/0,8219) dengeye gelmektedir. Degiskenlere ait kisa dénem tahmin
sonuglari incelendiginde, Ankara perakende hiyar tiriiniiniin bir donem 6nceki
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(anphf,_,) fiyaunda yasanan %1’lik artis Ankara perakende hiyar fiyatun:
(anphf) %0,28 oraninda ve pozitif yonde etkilemektedir. Ankara hal-Ankara
perakende toplam hiyar maliyeti (apm_h) hari¢ maliyetinin bir (apm_h,_,),
iki (apm_h,_,) ve ii¢c (apm_h;_3) onceki dénem degeri de Ankara perakende
hiyar fiyatunt sirastyla %2,42, %2,63 ve %1,49 oranlarinda pozitif yonde
etkilemektedir. Diger taraftan bulgular, Ankara perakende hiyar miktarinin
(anphm) Ankara perakende hiyar fiyau (anphf) tizerindeki etkisinin negatif
oldugunu ve Ankara perakende hiyar miktarindaki %1’lik artigin Ankara
perakende hiyar fiyatinda 92,80 oraninda azalisa neden oldugunu ortaya
koymustur. Ankara perakende hiyar miktarinin bir (anphm,_,) , iki
(anphm,_,), ¢ (anphm,_3) ve dért (anphm,_,) donem 6nceki degeri de
Ankara perakende hiyar fiyatint negatif yonde etkilemektedir. Ankara perakende
hiyar miktarindaki bir, iki, {i¢ ve dort donem 6nce gergeklesen %1'lik arts,
Ankara perakende hiyar fiyauni sirasiyla %0,59, %0,54, %0,61 ve %0,36
diisiirmektedir.

Uzun dénem tahmin sonuglarina gére tiim katsayilar %5 onem diizeyinde
istatiksel olarak anlamli olup, uzun dénemde Ankara perakende hiyar fiyat
(anphf) ile Ankara hal hiyar fiyau (anhhf) ve Ankara hal hiyar mikear
(anhhm) arasinda pozitif Ankara hal-Ankara perakende toplam hiyar maliyeti
(apm_h) ve Ankara perakende hiyar miktar1 (anphm) ile ise negatif iligki soz
konusudur. Ankara hal hiyar fiyatundaki %1’lik artis Ankara perakende hiyar
fiyaunda (anphf) %0,13 oraninda arusa neden olurken miktarda (anphm)
ortaya ¢ikan %1’lik artig yaklagik %0,99’luk bir artisa neden olmaktadir. Ote
yandan, Ankara hal-Ankara perakende toplam hiyar maliyeti (apm_h) Ankara
perakende hiyar fiyatint %0,80 oraninda, Ankara perakende hiyar miktari
(anphm) ise %2,42 oraninda azaltmaktadir. Model sonuglart bir biitiin olarak
degerlendirildiginde, Ankara perakende hiyar fiyaunin (anphf) Ankara hal
hiyar fiyau (anhhf) ile arasinda pozitif yonli iligki olmasi tam rekabet
kosullarina uygunken; Ankara hal-Ankara perakende toplam hiyar maliyeti
(apm_h) ile arasinda negadif yonlii iligkinin varligi tam rekabet piyasast
kosullarina uygun degildir. Ankara perakende hiyar fiyatunin (anphf) Ankara
perakende hiyar mikear1 (anphm) ile arasinda negatif; Ankara hal hiyar mikeari
(anhhm) ile arasinda pozitif yonlii iligski olmasi nedeniyle tam rekabet piyasast
ek kosulu (Hy: anphm > 0 ve anhhim < 0; tam rekabet kosullart gegerli)
saglanmamaktadir. Bu bulgular ise, hiyarin Ankara hal ve Ankara perakende
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tedarik zincirindeki piyasa yapisinin aksak rekabet kosullarinda gerceklestigini
ifade etmekeedir.

3.3. Antalya Hal - Istanbul Hal Tedarik Zincirine ait Pazar Giicii
Analizi

Hiyar iiriinii igin iiretim bolgesi hal (Antalya) — tiiketim bolgesi hal (Istanbul)
tedarik agamasindaki pazar giicii de 2014 - 2022 yillarina ait 6rtiialtn dénemi
verileri kullanilarak analiz edilmistir. Pazar glicii analizinde kullanilan veri seti,
ortitaltr donemdeki Istanbul hal hiyar fiyat1 (ihhf), Antalya hal - Istanbul hal
tedarik zinciri boyunca katlanilan toplam maliyeti (aihm_h), Istanbul hal hiyar
miktari (i(hhm) ve Antalya toplam hiyar miktari (ahhm) degiskenlerini
icermektedir. Analiz bulgularinda sahte regresyon problemi ile kargilasmamak
icin serilerin duragan olup olmadig eger duragan iseler kaginci derecede duragan
olduklari ADF ve PP birim kok testleri ile sinanmustir (Ek-1). ADF ve PP birim
kok testi sonuglarina gore degiskenlerin diger tedarik zincirlerinde oldugu gibi
farkli diizeylerde duragan olduklari tespit edilmistir. Degiskenlere ait biitiin
seriler ayni diizeyde duragan olmadigindan seriler arasindaki egbiitiinlesme iligkisi
ARDL sinir testi yaklasimi ile analiz edilmistir. Modelin analizinde kullanilacak
matematiksel kalib: tespit etmek i¢in model tiim matematiksel fonksiyon kaliplari
kullanilarak analiz edilmistir. Bunlar arasinda cift logaritmik matematiksel kalip
gerek degiskenlerin beklenen igaretleri gerek de anlamliliklari bakimindan daha
tistiin sonuglar vermesi sebebiyle tercih edilmigtir. Uygulanacak analizlerin
giivenirligi amaciyla ilk olarak modele ait optimal gecikme uzunlugu LR, FPE,
SC ve HQ bilgi kriterlerinden yararlanilarak test edilmistir. Test sonucunda
optimal gecikme uzunlugu 9 olarak belirlenmistir. ARDL sinir testi tahmini
oncesinde otokorelasyon (Breusch-Godfrey LM Testi=0,4395) ve degisen
varyans (Breusch-Pagan-Godfrey F-istatistik=0,4906) sorununun bulunup
bulunmadigi, normallik varsayiminin (Jarque Bera testi=0,4378) saglanip
saglanmadi@1 ve spesifikasyon hatasinin (Ramsey Reset test olasilik=0,3589) var
olup olmadigi arasurilmig ve VAR(9) modelinin temel istatistikleri sagladigt
tespit edilmigtir. Son olarak, modelin istikrar kogulu, Cusum ve Cusum kare
testleri (Ek-2) ile incelenmis ve test sonuglar modele ait artiklarin %35 anlamlilik
diizeyinde giiven sinirlar igerisinde oldugunu ortaya koymustur. Model analizi
oncesi yapilan testleri takiben degiskenler arasinda egbiitiinlesme iligkisinin
varligi, ARDL sinir testi yaklagimiyla aragturilmistir (Tablo 6). Tablo 6’da yer alan
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sinur testi sonuglarina gore degiskenlerin egbiitiinlesik, yani degiskenler arasinda
uzun dénemli bir iligkinin oldugu sonucuna ulagilmigtir.

Tablo 6: ARDL Sinzr Testi

k F istatistigi Kritik Degerler 1(0)-Alt sinir 1(1)-Ust sinur
%10% 1,90 3,01
%5 2,26 3,48
4 55416 %2,5 2,62 3,90
%1 3,07 4,44
Not: k modeldeki agiklayict degisken sayisidir. Kritik degerler Pesaran vd. (2001: 300)’deki Tablo
CI(I)’den alinmigur.

Tablo 7: ARDL (8, 1, 1, 0, 0) Modeli Tahmin Sonuglar:

ARDL(9; lihhf,lahhf,laihm_h, lihhm, lahhm)

Bagimli Degisken: lihhf Kisa Dénem Sonuglari
Bagimsiz Degiskenler Katsay1 Standart Hata | t [statistigi Olasilik
ECT* -0,4972 0,0899 -5,5272 0,0000*
Alihhf,_, 0,4701 0,1246 3,7716 0,0005*
Alihhf,_, 0,2465 0,1306 1,8861 0,0667°*
Alihhf, . 0,2091 0,1150 1,8177 0,0768*
Alihhf,_, 0,4303 0,1480 2,9062 0,0060"
Alihhf;_< 0,3772 0,1272 2,9641 0,0052*
Alihhf;_. -0,0589 0,1233 -0,4775 0,6356
Alihhf,_ 0,2823 0,1115 2,5312 0,0155**
Alahhf 0,1121 0,1001 1,1204 0,2694
Alaihm_h 2,1767 0,4936 4,4098 0,0001*
duaihm_h -0,0976 0,0578 -1,6879 0,0994***
EC = lihhf — (—0,5599 * lahhf —0,7294 * laihm_h — 0,5294 * lihhm
Uzun Dénem Sonuglart
lahhf -0,5598 0,2560 -2,1865 0,0348**
laihm_h -0,7294 0,1878 -3,8824 0,0004*
lihhm -0,5294 0,1538 -3,4422 0,0014*
lahhm 0,4264 0,1372 3,1072 0,0035*

Not: 1. *, ** ve *** jsaretleri siras1 ile katsayilarin %1, %5 ve %10 énem diizeyinde anlamli oldugunu belirtmektedir.

2. Degisken tanimlarinin baginda yer alan “I” harfi degiskenin dogal logaritmasinin alindigini ifade etmektedir.

3. Modelde yer alan duaihm_h kukla degiskeni Antalya hal-Istanbul hal toplam maliyet (aihm_h) veri setinden elde
edilmis kukla degiskendir. Pandemi siirecine bagli olarak maliyet artisinin yasandigr 2019 Aralik ay1 ve sonrasi igin “1”
diger aylar icin ise “0” degerini almaktadur.

4. ARDL modeli sabitsiz ve trendsiz se¢im ile tahmin edilmistir.

5. EC “Hata Diizeltme” anlamina gelmektedir.

Degiskenler arasinda egbiitiinlesme iliskisi bulunmasi tizerine degiskenler
arasindaki uzun ve kisa dénem iligki, ARDL yéntemi ile analiz edilmistir. ARDL
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analizine ge¢meden once degiskenlerinin gecikme uzunluklari belirlenmis ve
degiskenler arasindaki kisa ve uzun dénem iligki, ARDL (8, 1, 1, 0, 0) modeli ile
analiz edilmistir. ARDL modeli tahmin sonuglart, Tablo 7°de sunulmustur.

Tablo 7'de sunulan ARDL kisa dénem analiz bulgular: degerlendirildiginde, hata
diizeltme katsayisinin (ECT) istatiksel olarak anlamli ve teorik beklentilere
uygun oldugu tespit edilmigtir. Hata diizeltme mekanizmasi, kisa donemde
ortaya c¢tkan sapmayi her dénem %49,7 oraninda azaltarak yaklagik 2 ayda
(1/0,4972) piyasay: tekrar dengeye tasimaktadir. Kisa donem tahmin sonuglarina
gore, Istanbul hal hiyar fiyatnin bir (likhf,_,), iki (likhf,_,), i¢ (lihhf,_3),
dért (lihhf;_4), bes (lihhf;_s) ve yedi (lihhf,_;) donem 6nceki degeri ile cari
donem Istanbul hal hiyar fiyati arasinda anlamli ve pozitif yonlii iligki
bulunmaktadir. Tahmin edilen katsayilara gore, fiyatlarda yasanan %1'lik arug
Istanbul hal hiyar fiyatint sirastyla %0,47, %0,24, %0,21, %0,43, %0,38 ve
9%0,28 oraninda arturmaktadir. Tablo 7’ye gore kisa dénemde Antalya hal-
[stanbul hal tedarik zinciri boyunca katlanilan toplam maliyeti (laihmy,) ile
[stanbul hal hiyar fiyatt arasinda anlamli ve pozitif yonlii bir iliski olup; toplam
hiyar maliyetindeki %1’lik artis Istanbul hal hiyar fiyatini %2,17 oraninda
arurmakeadir. Antalya hal - Istanbul hal tedarik zinciri boyunca katlanilan toplam
maliyetinin kukla degiskeni (duaihm_h) ise, kisa donemde Istanbul hal hiyar
fiyatin1 negatif yonde etkileyerek Istanbul hal hiyar fiyatinin diigmesine neden
olmaktadir. ARDL uzun dénem tahmin sonuglarina gore ise tiim degiskenler
%10 6nem diizeyinde istatiksel olarak anlamlidir. Bulgulara gore, Antalya hal
hiyar fiyat: (lahhf) ile Istanbul hal hiyar fiyat: (lihhf) arasinda negatif yonlii
iliski olup; Antalya hal hiyar fiyaundaki (lahhf) %1’lik artus uzun dénemde
[stanbul hal hiyar fiyatuni (likhf) %0,56 oraninda diisiirmektedir. Antalya hal -
[stanbul hal tedarik zinciri boyunca katlanilan toplam maliyeti (laihmy,) ile
[stanbul hal hiyar fiyati arasinda ise negatif yonlii bir iligki vardir. Buna gore
toplam hiyar maliyetindeki %1'lik artis Istanbul hal hiyar fiyatint %0,73
oraninda azaltmaktadir. Diger yandan, Istanbul hal hiyar miktar1 (lihhm) ile
[stanbul hal hiyar fiyatt (lihhf) arasinda bulunan negatif yonlii iliski, Istanbul
hal hiyar miktarindaki (lihhm) %1’lik artisin uzun dénemde Istanbul hal hiyar
fiyauni (lihhf) %0,53 oraninda azaltugini gstermekeedir. Son olarak, Antalya
toplam hiyar miktar1 (lahhm) ile Istanbul hal hiyar fiyat1 (likhf) pozitif yonlii
iligkilidir. Bu iligkide, Antalya toplam hiyar miktarinda (lahhm) gergeklesen
%1’lik artis Istanbul hal hiyar fiyatini (likhf) %0,43 oraninda artirmaktadir.
Ozetle, uzun donem ARDL tahmin sonuglari baz alindiginda; modelde yer alan
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degiskenlerin tam rekabet piyasasinin varligina yonelik gelistirilen yeterlilik
kosulunu saglamadigi goriilmektedir. Diger bir ifadeyle, yeterlilik varsayimina
yonelik olusturulan sifir hipotezi (Antalya hal hiyar fiyau (lahhf > 0) ile
Antalya hal - Istanbul hal hiyar maliyeti (laihm_h > 0) degiskenlerinin katsay1si
sifirdan biiyiikeiir) reddedilmekee; “aksak rekabet piyasast vardir” alternatif
hipotezi ise kabul edilmektedir. Ayrica analiz bulgulari, tam rekabet piyasasinin
varligini sinayan ek varsayimin da saglanmadigini gostermektedir. Keza bulgulara
gore, Istanbul hal hiyar miktart (lihhm) ile Antalya hal hiyar miktari (lahhm)
degiskenlerine ait katsayilar sifirdan farkli ve Istanbul hal hiyar miktarinin
katsayist negatif (lihhm < 0); Antalya hal hiyar miktarinin katsayisi ise
pozitiftir. (lahhm > 0). Elde edilen bulgular sonucunda hiyar {iriiniine ait
Antalya hal-Istanbul hal tedarik zincirinin tam rekabet piyasast gibi hareket
etmedigi anlagilmakeadir.

3.4. Istanbul Hal - Istanbul perakende Tedarik Zincirine ait Pazar
Giicii Analizi

Hiyar iriinii i¢in iretim-tiiketim bolgesi hal tedarik siirecine ait pazar giicii
analizini takiben ayni iiriiniin Istanbul hal ve Istanbul perakende tedarik zinciri
icin pazar giicii analiz edilmigtir. Analize gegmeden 6nce degiskenlerin duragan
olup olmadiklari ADF ve PP birim kék testlerinden yararlanilarak analiz
edilmistir (Ek-1). Yapilan analizde; modelde yer alan veri setlerinin (Istanbul
perakende hiyar fiyat (iphf), Istanbul hal hiyar fiyat (iRhf), hiyar iiriinii igin
Istanbul hal-Istanbul perakende tedarik zinciri boyunca katlanilan toplam
maliyet (ipm_h), Istanbul perakende hiyar miktart (iphm) ve Istanbul hal hiyar
miktari ({hhm)) tamaminin trendsiz-sabitsiz modelde birinci sira fark duragan
olduklar1 belirlenmistir. Bu nedenle degiskenler arasindaki egbiitiinlesme iligkisi
Johansen Egbiitiinlesme testi ile analiz edilmigtir. Modelin tahmininde en iyi
sonucu veren logaritmik-dogrusal matematiksel fonksiyon kalibi tercih edilmistir.
Johansen Esbiitiinlesme testine ge¢gmeden 6nce tahmini gerceklestirilecek olan
VAR modeli i¢in uygulanacak analizlerin giivenirligi agisindan LR, FPE ve HQ
bilgi kriterlerinden yararlanilarak ve optimal gecikme uzunlugu 5 olarak
belirlenmistir. Modelin optimal gecikmesi belitlendikten sonra VEC(p-1) model
tahminin giivenilir sonuglar vermesi agisindan modele tanisal testler
uygulanmuigtir.  Uygulanan tanisal testler sonucunda; VEC Aruk  Serisel
Korelasyon LM test olasilik degerine (0,6408) gore modelde degisen varyans
sorununun olmadigi, VEC Aruk Degisen Varyans ki-kare olasilik degerine
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(0,2824) gore modelde otokorelasyon probleminin olmadigi ve VEC Aruk
Normallik Jarque-Bera test olasilik degerine (0,9075) gore hata terimlerinin
normal dagilim sagladigi sonucuna ulagilmisuir. Ayrica istikrar kosulu, AR
Karakteristik Polinomunun Ters Kok ¢emberi ile test edilmis (Ek-3) ve birkag
kokiin birim ¢ember itizerinde yer aldigi belirlenmistir. Cemberin tizerindeki
modiil, gembere ait kabul edildiginden modelin istikrar kogulununu sagladig
kabul edilmigtir (Simawu vd., 2014; Oriakhi, 2021). Temel varsayimlar: saglayan
model i¢in Johansen Esbiitiinlesme testi ile degiskenler arasindaki esbiitiinlesme
iligkisi incelenmistir. Analize gegmeden 6nce Johansen kisitsiz esbiitiinlesme rank
testi ile VEC(p-1) modelinde ka¢ tane egbiitiinlesme iliskisinin bulundugu
aragtirilmugtr (Tablo 8). Tablo 8'deki iz ve maksimum 6z deger test istatistik
olasilik degerlerine gore modelde en az 3 adet esbiitiinlesik denklem oldugu
goriilmektedir. Bu durum degiskenler arasinda uzun dénemli bir iligkinin
olduguna isaret etmektedir.

Tablo 8: Johansen Kisitsiz Esbiitiinlesme Rank Testi

Hipotezler ('.)z Deger iz 'l.'es‘t ) Olasilik** Mak. Oz [.)e.ge.r Olasilik**
Ho H1 (Eigenvalue) Istatistigi Test Istatistigi
r=0 r=1 0,6060 129,7974 0,0000* 52,1721 0,0002*
<l r=2 0,4734 77,6252 0,0001* 35,9167 0,0048*
r<2 r=3 0,3633 41,7085 0,0086* 25,2817 0,0186*
r<3 r=4 0,2125 16,4267 0,1554 13,3826 0,1192
r<4 =5 0,0529 3,0440 0,5725 3,0440 0,5725
Not: 1. * % 5 énem diizeyinde anlamlilig1 gostermekeedir.
2. ** MacKinnon-Haug-Michelis (1999)’e gore olasilik (p-values) degerlerini gésterir.

Buradan hareketle, degiskenler arasindaki kisa ve uzun dénem iliski, VECM
yontemi aracilifiyla analiz edilmis ve elde edilen sonuglari Tablo 9’da
sunulmustur. Tablo 9'da sunulan VEC(4) modeli kisa dénem tahmin
sonuglarinda yer alan hata diizeltme (ECT) katsayisinin degeri negatif ve
istatiksel olarak anlamlidir. Hata diizeltme katsayisi, kisa donemde yasanabilecek
soklarin uzun dénemde dengeye gelecegine isaret etmektedir. Buna gore kisa
dénemde olugacak bir sapma durumunda piyasa yaklagtk 13 ayda (=1/0,0745)
dengeye gelmektedir. Modelin kisa dénem tahmin sonuglari incelendiginde,
[stanbul hal-perakende tedarik zincirine ait maliyetin dort donem gecikmeli
degeri ile Istanbul perakende hiyar miktart ve Istanbul hal hiyar miktarina ait
katsayilar hari¢ diger degiskenler ve degiskenlerin gecikmeli degerleri istatistiksel
olarak anlamsizdir. Istatistiksel olarak anlamli olan dért donem 6nceki Istanbul
hal - Istanbul perakende toplam hiyar maliyetindeki degisim (Alipm_h,_,),
[stanbul perakende hiyar fiyatin1 pozitif yonde ve %1,18 biiyiikliigiinde
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etkilemektedir. Buna gore, dort donem once toplam hiyar maliyetinde
gerceklesecek %1'lik artis Istanbul perakende hiyar fiyatint %1,18 oraninda
artirmakeadir.

Tablo 9: VEC Model Tahmin Sonuglar:

VECM (4; liphf, likhf, lipm_h, liphm, likhm)

?i;]g;:;h Degisken: Kisa Dénem Sonuglar
Bagimsiz Degiskenler| Aliphf
ECT* -0,0745 (0,0207) [-3,5971]*
Aliphf,_, 20,0412 (0,1713) [-0,2408]
Aliphf._, 20,0945 (0,2010) [-0,4702]
Aliphf,_5 0,0531 (0,2363) [0,2247]
Aliphf, _, 0,2007 (0,2095) [0,9582]
Alihhf,_4 0,0787 (0,1988) [0,3959]
Alihhf,_, 0,1415 (0,2032) [0,6967]
Alihhf, s 0,1024 (0,1798) [0,5698]
Alihhf,_, -0,2495 (0,1794) [-1,3908]
Alipm._h, 4 0,0156 (0,6909) [0,0225]
Alipm_h,_, -0,1468 (0,7624) [-0,1925]
Alipm_h,_» 20,3272 (0,7091) [-0,4615]
Alipm_h;_, 1,1868 (0,5855) [2,0268]*
Aliphm,_, 2,3293 (0,6233) [-3,7367]*
Aliphm,_, -1,5953 (0,5758) [-2,7701]*
Aliphm, _» 13727 (0,5831) [-2,3540)"
Aliphm,_, -1,4849 (0,4692) [-3,1644]*
Alihhm,_, 07167 (0,2413) [2,9705]"
Alihhm,_, 0,4492 (0,2036) [2,2056]*
Alihhm,_5 0,4952 (0,1945) [2,5460]*
Alihhm,_, 0,4704 (0,1639) [2,8696]*
EC = liphf — (2,9485 » likhf — 4,5946 = lipm_h — 44,7144 « liphm + 16,0939
* lihhm + 101,6904)
Uzun Dénem Sonuglart
lihhf 2,9485 (0,9274) [3,1791]*
lipm_h -4,5946 (2,0273) [-2,2663]*
liphm -44,7144 (8,1309) [-5,4993]*
lihhm 16,0939 (3,4352) [4,6849]*
sabit 101,6904 (17,7271) [5,7364]*

Not: 1. Parantez () igerisindeki degerler standart hatalarin degerlerini ve kdseli parantez [] ierisindeki
degerler de t istatistik degerlerini gostermektedir.

2. * Katsayilarin t istatistik degerlerinin anlamli oldugunu belirtmekeedir.

3. Tek yonlii t tablo 0,05 diizey ve serbestlik derecesi(n-1) 61 olan tablo degeri 1,671 olarak belirlenmistir.
4. Degisken kodlamalarinin bagindaki “I” harfi logaritmasi alinmig degiskenleri gostermektedir.
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[stanbul perakende hiyar miktarindaki bir (Aliphm,_,), iki (Aliphm,_,), ii¢
(Aliphm,_3) ve dort (Aliphm,_,) dénem onceki %1’lik artislar ise Istanbul
perakende hiyar fiyauni sirastyla %2,32, %1,60, %1,37 ve %1,48 oraninda
diisiirmektedir. Bulgular ayrica, Istanbul hal hiyar miktarindaki degisimin bir
(Alihhm,_y), iki (Alihhm,_,), iic (Alikhm,_s) ve dért (Alikhm,_,) dénem
onceki degerleri ile Istanbul perakende hiyar fiyati arasinda pozitif yonlii iliski
oldugunu ortaya koymustur. Buna gore, Istanbul hal hiyar miktarinda soz
konusu donemlerde gergeklesen %1’lik artiglarin Istanbul perakende hiyar
fiyatini sirasiyla 90,72, %0,45, %0,50 ve %0,47 oraninda arturmaktadir.
VECM(4) uzun dénem tahmin sonuglarina gére, modelde yer verilen
degiskenlerin tamami %5 6nem diizeyinde istatiksel olarak anlamlidir. Tahmin
sonuglarina gére, Istanbul perakende hiyar fiyat (liphf); Istanbul hal hiyar
fiyaundan (lihhf) ve Istanbul hal hiyar miktarindan (lihhm) pozitif yonde
etkilenirken, Istanbul hal - Istanbul perakende toplam hiyar maliyetinden
(lipm_h) ve Istanbul perakende hiyar miktarindan (liphm) ise negatif yonde
etkilenmektedir. Istanbul hal hiyar fiyatinda (lihhf) ve Istanbul hal hiyar
miktarinda (lihkhm) ortaya ¢itkan %1’lik artis Istanbul perakende hiyar fiyauni
strast ile %2,95 ve %16,09 oraninda artirmakradir. Istanbul hal - Istanbul
perakende tedarik zinciri boyunca katlanilan toplam maliyeti (lipm_h) ile
[stanbul perakende hiyar miktarinda (liphm) yasanan %1’lik artis ise Istanbul
perakende hiyar fiyatini azaltct yonde ve sirastyla %4,59 ve %44,71 oranlarinda
etkilemekredir.

Model tahmin sonuglarina gore Istanbul perakende hiyar fiyati ile Istanbul hal
hiyar fiyati arasinda pozitif yonlii iligkinin varligi, tam rekabet kosullarina uygun
olduguna yonelik gikarim sunarken Istanbul perakende hiyar fiyati ile Istanbul
hal - Istanbul perakende toplam hiyar maliyeti arasindaki negatif yonlii iliskinin
varligt ise piyasanin tam rekabet piyasasi kosullarini  saglamadigini
gostermektedir. Dolayisiyla tam rekabet piyasasinin varligini ortaya koyan gerekli
kosul bu tedarik zinciri i¢in saglanamamaktadir. Tam rekabet piyasasinin
varhigina yonelik gelistirilen ek kosul varsayimlari (Hy: liphm > 0 ve lihhm <
0; “tam rekabet kosullart gegerli”) da saglanamamaktadir. Dolaysiyla ilgili
analiz bulgulart bu tedarik zincirinde de pazar giiciiniin varhigina isaret
etmektedir.
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4. Sonug ve Degerlendirmeler

Aragtirma kapsaminda ele alinan hiyar iriiniiniin tedarik zincirinin her bir
asamasindaki pazar giicii, iiretim bolgesi hal (Antalya)-tiiketim bolgesi hal
(Istanbul ve Ankara) ve tiiketim bolgesi hal (Istanbul ve Ankara)-tiiketim bolgesi
perakende (Istanbul ve Ankara) tedarik zincirleri igin 2014-2022 dénemine ait
ortialtt donem aylik zaman serileri kullanilarak analiz edilmistir. Analizlerde ilk
olarak serilerin mevsimsellik igerip igermedigi incelenmigtir. Mevsimsellik
sinamasini takiben degiskenlerin duragan olup olmadigi, sayet duragan ise
duraganlik dereceleri belirlenmis ve ayni diizeyde duragan seriler VECM ile farkli
diizeyde duragan degiskenler ise ARDL ile analiz edilmitir.

Hiyar iiriiniine ait Antalya hal-Ankara hal ve Antalya hal-Istanbul hal tedarik
zincirlerindeki model tahmin sonuglar dikkate alindiginda, Antalya hal fiyatinin
gerek Ankara gerekse Istanbul hal fiyatlarint pozitif yonde etkiledigi ancak bu
degiskenin Ankara hal fiyau tizerindeki etkisinin istatiksel olarak anlamliyken,
[stanbul hal fiyatin iizerindeki etkisinin ise anlamsiz oldugu tespit edilmistir.
Buna gore, Antalya hal fiyaundaki %1’lik artigin Ankara hal fiyatinda %0,5'lik
artiga neden oldugu belirlenmigtir. Antalya halinde {iriiniin satigini takiben ortaya
ctkan pazarlama maliyetleri ise, Ankara halindeki tiriintin fiyat tizerinde kisa
dénemde (%-1,07) negatif bir etkiye sahip olmasina ragmen bu etki uzun
dénemde beklenti ile uyumlu olarak pozitiftir (%1,17). Istanbul ilinde de
beklenti ile uyumlu olarak kisa donemde maliyetler hiyar fiyatini pozitif yonde
(%2,17) etkilemektedir. Maliyet artislarindan Istanbul hal fiaytlart daha yiiksek
oranda etkilenmektedir. Bu fark haller arasindaki farklt km uzakligyla ve Istanbul
iline ait koprii gegis ticreti gibi diger maliyet kalemlerinden kaynaklanmakradir.
Diger taraftan bulgular, tiretim bolgesi (Antalya) halindeki tirtin mikearindaki
(%1'lik) degisimin Ankara ve Istanbul hallerindeki fiyatlari pozitif yonde
etkiledigi ancak bu degiskenin Istanbul hal fiyati iizerine (%0,43) etkisinin
istatiksel olarak anlamli iken, Ankara hal fiyat tizerine etkisinin ise anlamsiz
oldugu tespit edilmistir. Tiiketim bélgesi hallerindeki hiyarin arz mikrari ile hal
fiyatlar arasindaki iligki degerlendirildiginde ise, arzdaki artigin gerek Ankara
gerekse Istanbul hallerindeki fiyatlar1 beklentiyle uyumlu olarak negatif yonde
etkiledigi tespit edilmistir. Bu etkinin biiyiikliigii Ankara ilinde olduke¢a diisiik
diizeyde (%-0,08) iken, Istanbul ilinde %-0,53’tiir. Bu durum, ilin niifusuna
bagli olarak Istanbul halinin islem hacminden kaynaklanmaktadir. Uretim
bolgesi hal (Antalya) ile tiiketim bolgesi (Ankara ve Istanbul) hal tedarik zinciri
pazar giicli bakimindan degerlendirildiginde; iki tedarik zincirinde de aksak
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rekabet piyasasinin hitkiim siirdiigii goriilmekeedir. Bu durum, piyasada ¢ok
sayida alic1 ve satict olmasina ragmen 6zellikle hallerde tedarik firmalarinin her
birinin belli baglt iiriinlerin sauglarinda yogunlagmasindan kaynaklanmakeadir.

Hiyarin Ankara hal-Ankara perakende ve Istanbul hal-Istanbul perakende tedarik
zincirlerindeki tahmin bulgularina gére, (Ankara-Istanbul) hal hiyar mikrarlari ve
fiyatlari, perakende diizeydeki fiyatlar pozitif yonde etkilemektedir. Nitekim,
titketim bélgesi olarak hiyarin Ankara hal miktari ve fiyaundaki %1'lik artg
Ankara ili perakende fiyatlarda sirasiyla %0,98 ve %0,13'liik artusa neden
olmakrtadir. Bu etkiler Istanbul hali icin degerlendirildiginde, Istanbul halindeki
hiyar miktart ve fiyatlarindaki %1'lik artglar, Istanbul ili perakende fiyatlarda
sirastyla %16,09 ve %2,95'lik artiglara neden olmaktadir. Tiiketim bélgesi
hallerindeki miktar ile perakende diizeydeki fiyatlar arasindaki ayni yénlii
iliskinin nedeni olarak, hal dig1 satiglar ile tiriiniin kalite farkliliklarini dikkate alan
verinin mevcut olmayigt belirtilebilir. Modelin perakende diizeyindeki hiyar
miktart ile fiyati arasindaki bulgularina gore, perakende diizeydeki iiriin
miktarindaki artgin fiyatlar1 azalticr yonde etkilerde bulundugu tespit edilmis
olup etki Ankara ilinde %-2,80, Istanbul ilinde ise %-44,71dir. Hiyarin pazar
glicti model tahmin bulgulari ise, Ankara hal-Ankara perakende ve Istanbul hal-
[stanbul perakende tedarik zincirlerinde eksik rekabet piyasasinin varligini ortaya
koymustur. Daha spesifik olarak, analiz sonuglart hiyarin perakende asamasinda
firmalarin giiglii oligopol piyasast icinde hareket ettiklerini ortaya koymustur.
[lgili sonug, firmalarin hiyar1t marjinal maliyetlerinin iizerinde satabilme giiciine
sahip oldugunu, dolayisiyla piyasay etkileyebilme gii¢lerinin bulundugunu ifade
etmektedir. Bu durum, Tirkiye’deki semt pazarlarinin halen sebze-meyve
pazarlamasinda 6nemini korumasina ragmen ozellikle son donemlerde perakende
sekedriindeki  zincir marketlerin  6neminin her gegen giin artmasindan
kaynaklanmaktadir. Nitekim, zincir marketler bir biitin olarak 6lgek
ckonomisine sahip olmalarindan dolayr 6nemli avantajlara sahip olmalarina
ragmen Ozellikle isletme giderleri yiiksek olan kiigiik olgekli subeleri nedeniyle
maliyet baskist altindadirlar. Baski, zincir marketlerin sabit giderleri ile kira,
isgiicii ve enerji giderlerinden kaynaklanmaktadir. Bu ise, perakende sektériinde
gida fiyadarinin digiigiinti kisitlayan en 6nemli sorunlardan biri olarak
goriilmektedir. Bu baglamda, subelerin belirli bir alan/bélge genisligi icin
kurulmalarinin ve belirli bir mesafedeki subelesme sayilarini diizenleyici
onlemlerin alinmasinin fiyat aruglarini sinirlayacag diisiiniilmekeedir.
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Ek-1: ADF ve PP Birim Kok Testi Sonuglar:

ADF Birim Kok Testi | PP Birim Kok Testi ADF Birim Kok Testi | PP Birim Kok Testi
Diizey Birinci Fark
Degisken | Sabitli | Trendli- | Trendsiz Sabitli Trendli- | Trendsiz | Sabiti Trendli | Trendsiz | Sabitli | Trendli | Trendsiz
-16,480 -30,732 0,1304 -2,6643*** -23,414 -0,6859 | -9,1524* -9,0482* -9,2309* | -4,7309* | -4,6202* | -4,8381*

ahbf 04517) | (0,1227) | (0.7198) (0,0862) (0,4058) | (0.4158) | (0.0000) 0,0000) 0,0000) (0,0003) 0,0023) | (0,0000;
ahhm 15,823 | -5,7258* 04117 -3,9762* -5,6412* | -0,2288 - -7,0299* - - - -18,741*
(0,6856; 0,000) | (0,7985) (0,0028 0,0001) | (0,5998) | (0,0944) (0,0000) 0,0108; 0,0001 0,0001 (0,0000)
anhhf -25463 | -11,652 | -1,6849*** | -3,1685** | -3,6285** | -0,9099 | -82129* -8,9452% | -8,1485" | -9,2882* - -9,2912*
(0.1104) | (0.9076) | (0,0868) (0,0268) (0,0355) | (03182) | (0.0000) | (0.0000) | (0.0000) | (0,0000) | (0.0000) | (0.0000) |
anhhm -18,149 | -31,767 -10,723 | -2,8400*** [ -29,813 -10,632 | -3,2136** | -3,2562*** | -3,0570* | -6,2630* - -6,3669*
(0,3694) | (0.1004) | (0,2529) (0,0587) (0,1458) | (0,2569) | (0,0250) | (0.0856) (0,0029) (0,0000 0,0000) | (0,0000)
azhm_h 30,224 15,223 26,744 51,264 28,238 36,190 | -3,5375** | -4,4847* | -2,9479* | -3,5375**

-10,000 | -10,000 (0.9979) -10,000 -10,000 | (0,9999) | (0,0102) (0,0035) (0,0038 (0,0102) 0,0035) | (0,0072)
hf -22,012 | -29,321 -0,0700 -24,235 -23,725 -0,4825 | -8,3068" -8,2615* | -8,3888" | -3,0885"* | 4,1425% | -3,1765
anp! (0,2082] 0,1607) | (0,6551) (0,1397) (0,3899; (0,5028) 0,0000) 0,0000) 0,0000) (0,0328) 0,0094) | (0,0020)

-11,306 | -30,987 -11,442 | -2,8328*** [ -29,926 -0,7168 | -3,4244* | -3,5282** -6,4263* | -6,3190" | -6,5045%

anphm 0,6970) | (0,1174) | (0,2269) (0,0596) (0,1427) | (0,4021) | (0,0146) (0,0471) (0,0479) | (0,0000) | (0,0000) | (0,0000)
apm_h 69,734 50,003 58,179 61,841 58,734 35,005 | -3,6970* -5,0002* | -2,9229* | -3,9638* | -5,4653* | -2,8926*
- -10,000_| -10,000 -10,000 -10,000 -10,000 [ (0,9998) | (0.0065) (0,0007) (0,0041) | (0,0030) | (0,0002) | (0,0045)
ihhf -20,796 - -13,894 | -2,7823*** -30,839 -0,6515 | -5,1235* -5,0711% | -5,1754* | -4,9167* | -4,5129* | -5,0127%
(0.2535) | (0,0628) | (0,1515) (0,0667) (0.1194) | (0.4309; 0,0001) (0.0006) 0,0000) (0,0001 0,0032) | 0,0000

ihhm -2,9890% | -8,8906 14,870 -23822 -24,013 -0,5877 | -7,4318" -7,8337* - - -37,124 | -2,6941*
(0,0423) | (0,0000) (0,9646) (0,1509) (0,3752) | (0,4587) | (0,0000 0,0000) 0,0000) (0,0891 0,3028) | (0,0078

aihm_h 27,734 12,516 25,234 49,598 27,201 35,872 | -3,3806** | -4,2812* | -2,8187% | -3,2585"* | -4,2930% | -2,6545"
- -10.000 | (0.9999 0,9969) -10,000 -10.000 0,9999) | (0,0156) | (0.0063) (0,0055) | (0.0214) | -0.0061 | (00087
iphf 15,679 | -6,3212* 22,623 -0,5779 -16,861 08166 | -6,7289* | -7,1629* | -6,3431* | -4,1510* | -4,0783* | -4,1873*
0,9993 0,0000 09938 0.8674 0,7455 0,8857 0,0000 0,0000 0,0000 0,8674 00112 | 0,0001

ihhm - -8,8907* 14,871 -23,822 -8,0342* | -0,5877 | -7,4319" -7,8338% - - - -2,6942*
0,0423 0,0000 0,9646 0,1509 0,0000 04587 0,0000 0,0000 0,0000 0,0891 0,0290 | 0,0078

ipm_h 34,209 40,801 33,398 1,9296 -0,3292 2,7753 | -6,0290% -6,6768" | -6,3809% | -3,1375** | 4,2979" | -2,9949"
_ 10,000 10,000 0,999 09998 0,9880 09984 | 0,0000 0,0000 0,0000 0,0290 00060 | 0.0033

1% -35.5. -41,338 -26,077 -35.441 41,184 -26,043 | -35,575 -41,373 -26,077 | -35441 | -41,184 | -26,041
5% | -29.1 -34.937 -19,469 -29,109 -34,865 -19.463 | -29,166 -34,953 219,469 | -29,109 | -34,865 | -19.464
10% -3L757. -16,130 -25.931 -3L715 -16,133 | -25,961 -31,767 -16,130 | -25931 | -31.715 | -16,133

%10 6nem diizeyinde anfamiidir.
gerleri, parantez () icindedir.
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Ek-2: Cusum ve Cusum Kare Testleri Sonuglar:

Antalya Hal-Ankara Hal Tedarik Agamasi
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Abstract

This study examines the dynamics of democratization through a dual framework of supply and
demand. It posits that the supply of democracy is determined by the composition and stability
of the power bloc——comprising the bourgeoisie, capital elites, and emerging political alliances—
while the demand for democracy is shaped by the working class and Lipsetian modernization
Jactors, such as urbanization, industrialization, and the quality of economic development. By
comparing the post-1980 democratic trajectories of South Korea, Turkey, and Brazil, the study
highlights how variations in power bloc configurations and socio-economic demands influence
democratic consolidation and fragility. The analysis reveals that South Korea's balanced power
bloc, supported by industrial bourgeoisie and state collaboration, facilitated both economic
growth and democratic sustainability. In Turkey, capital reliant on state contracts (especially
in the construction sector) contributed to neoliberal authoritarianism as the dominant capital
Jaction. In Brazil, finance capital played a role in the fall of the PT and Bolsonaro's rise, leading
to a regression of democracy. Empirical findings underscore that robust urbanization, lower
inequality, and inclusive industrialization are critical for sustaining democracy. This integrated
approach offers a nuanced understanding of democratization, bridging structural and class-
based perspectives with modernization theory.

Keywords: Democracy, Economic Development, Modernization Theory, Power Bloc
Jel Codes: P1, O1, O5
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1. Introduction

efore beginning this paper, my aim was to demonstrate why South Korea

possesses a more consolidated democracy compared to Turkey and Brazil.

However, during the writing process, on December 4, 2024, martial law
was declared in South Korea. The dissolution of parliament became a subject of
discussion. As the military moved toward the parliament, many of us feared the
possibility of a coup. Yet, military personnel were not allowed to enter the
parliament and, without insistence, retreated to their barracks. In the following
days, the president apologized for declaring martial law and pledged not to
attempt such actions again.

For many, these events highlight the fragility of liberal democracy in South
Korea. This view is not entirely unfounded. There has been a noticeable decline
in South Korean democracy in recent years. Nevertheless, South Korea still
creates the perception of having more robust democratic institutions compared
to the other two countries discussed in this paper—Turkey and Brazil.

In truth, we observe the fragility of democratic institutions in many developing
countries today. Following the global financial crisis, authoritarian tendencies
have risen in several nations. Some countries have sunk into the quagmire of
populism, and even in developed countries, the crisis of democracy has become
a common topic of discussion. By the mid-2010s, liberal democracy in Brazil and
Turkey had nearly collapsed, while South Korea experienced comparatively
milder fluctuations. Despite once sharing similar levels of development with
Turkey and Brazil, South Korea achieved higher growth rates over time and
reached a more advanced stage of development. Indeed, as of 2022, South Korea
ranked 19th on the Human Development Index (HDI) with a score of 0.929,
compared to Turkey at 45th (0.855) and Brazil at 89th (0.760) (UNDP, 2024,
pp- 27-28).

Is South Korea’s higher level of democracy a result of its advanced development?
According to Lipset (1959), the answer would be "yes," as he viewed democracy
as a reflection of the level of development. While Lipset’s modernization theory
has faced substantial criticism?, when examining countries individually and

! For example, Acemoglu et al. (2001); Boix and Stokes (2003); Przeworski (2000); Robinson
(2006); Rueschemeyer (1992); Schmitter and Karl (1991)
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comparing their democracy scores with development data, it is possible to observe
a correlation between the two. However, the limitations of modernization theory
bring Przeworski’s (2000) survival thesis to the forefront. According to
Przeworski, while higher levels of development do not automatically lead to
transitions from authoritarianism to democracy, they play a crucial role in the
survival of democracies during times of crisis.

Both modernization theory and the survival thesis address the demand side of
democracy. However, whether in transitions from authoritarianism to democracy
or in the survival of democracies during crises, the supply side of democracy is as
critical as demand. The supply side of democracy, as theorized by Poulantzas
(1975), is shaped by the economic power bloc. Within the economic power bloc,
power is constituted not only by political parties but also by factions of capital.
What matters is which faction of capital is the dominant force in power, as
different factions have distinct economic policy preferences and interests. The
economic policies of any ruling faction are shaped accordingly. The primary
concern of the capital bloc is the continuity of capital accumulation. As long as
the existing political regime—whether democratic, authoritarian, or populist—
does not threaten this accumulation, capital will support its continuation.
However, if the regime disrupts capital accumulation, capital factions may
negotiate with the government or align with opposition forces to push for change.

Democracy, as a developmental issue, signifies the ability of individuals to have
a say in determining their own living standards. Development is concerned with
the composition of the opportunity set individuals face and the extent to which
they can freely utilize these opportunities (Sen, 1999). The content of the
opportunity set and the degree to which it is accessible are shaped by political
regimes. In democratic regimes, individuals participate either directly or through
their representatives in determining the scope and utilization of the opportunity
set. A political regime is democratic to the extent that it does not obstruct these
processes of preference formation. Therefore, a higher level of development
should ideally be reflected in a more democratic regime.

Brazil, Turkey, and South Korea have all experienced both authoritarian regimes
and democracy, albeit in different forms and timeframes. In Brazil and South
Korea, political regimes transitioned to civilian rule in the 1980s, with
democratic elections creating the appearance of consolidated democracies,
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particularly in the 2000s. In Turkey, following the end of military rule in the late
1980s, previously banned political parties were allowed to participate in elections,
and, for the first time since the 1960s, a civilian president was elected. The full
civilianization of Turkish politics, however, occurred only in the 2010s, followed
by an increasing trend of authoritarianism.

This study aims to understand the dynamics of democracy's supply and demand
by comparing these three countries. Lipset’s modernization theory and
Przeworski’s survival thesis will be utilized to examine the demand side of
democracy. Poulantzas’s framework of the power bloc will serve as the lens
through which to analyze the supply side of democracy.

The second section of this paper will take a historical perspective on the
democratic trajectories of the three countries, focusing on power blocs during the
periods when they (re)embarked on democratic experiments. These periods trace
back to the years leading up to the 1980s, when Brazil (1985) and South Korea
(1988) transitioned to civilian rule. In Turkey, multiparty politics began in 1945,
but the military frequently intervened in governance from 1960 onwards. The
third section will analyze the process of democratic consolidation through the
lens of power blocs. The fourth section will examine and compare the
socioeconomic variables identified by Lipset’s modernization theory as the
conditions for democracy, discussing causality in the context of the demand side
of democracy.

2. Historical Background

2.1. The Long History and Interruptions of Democracy in Brazil
(1889-1985)

The establishment of the Brazilian Republic in 1889 occurred through a military
coup led by Deodoro de Fonseca. This coup was notably marked by the
collaboration of the coffee-producing land oligarchy, which was significant for
the period (Bethell, 2018, p. 151). Although multiple parties competed for
power, voting rights were restricted, barring women and illiterate men—who
constituted approximately two-thirds of the eligible voting population—from
participating in elections. Nevertheless, compared to the imperial era, the
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political participation of urban populations represented significant progress. This
period is referred to as the "Old Republic." The economy during this time was
predominantly reliant on the export of primary goods, especially coffee, making
the Brazilian economy vulnerable to the instabilities of the global market.

The Great Depression of 1929 severely impacted Brazil’s economy, and in the
following year, power was seized through a coup in 1930. Getulio Vargas,
supported by the military, came to power and implemented significant changes.
He introduced labor reforms to improve workers’ rights, securing their support
(Burns, 1993, pp. 348-350). Lessons were drawn from the vulnerabilities of a
coffee-dependent economy, and industrialization policies were pursued to
diversify the economy (Klein and Luna, 2023, p. 207). As a result, the industrial
class gained strength while the power of the landed elites diminished during this
period. In 1932, voting age was lowered to 18, and women were granted the right
to vote for the first time (Bethell, 2018, p. 154). Despite these and other
democratic advancements, the growing popularity of communism among the
middle class (Burns, 1993, p. 354) led to the establishment of an authoritarian
regime in 1937 under Vargas, who ruled until 1945 with increased political
influence from the military, suspending democracy.

During the Second Republic (1945-1964), democratic rights were reinstated. In
this period, the political power of the urban working class and the middle class,
which was tied to the industrial sector, grew, while the political influence of rural
elites diminished (Bradford, 1993, p. 396). Juscelino Kubitschek, who served as
president from 1956 to 1961, faced high inflation, budget deficits, and balance
of payments issues upon assuming office. To address these economic challenges,
he launched development policies to accelerate industrialization (Klein and Luna,
2023, pp. 216-217). Investments were made in electricity, oil refining, and
transportation infrastructure, and the automotive industry was expanded. As
heavy industry’s share in production increased, mortality rates declined, birth
rates rose, and rural-to-urban migration accelerated. However, among the
migrants were many who were illiterate, inexperienced, and without technical
training, leading to difficulties in finding jobs or working for very low wages. The
prevalence of poverty was reflected in the fact that a quarter of the population in
the capital lived in favelas (Bradford, 1993, p. 412). Although GDP grew
significantly during Kubitschek’s presidency, financing these developments
through budget expenditures and attempting to cover deficits by printing money
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exacerbated inflationary pressures. This period of democracy came to an end in
the early 1960s due to socioeconomic factors. The Cuban Revolution and the
Second Vatican Council radicalized society, and the urban middle classes, fearing
radical economic and social transformations, did not oppose a military
intervention (Bethell, 2018, p. 158).

In 1964, democratic rights were suspended again following a military coup.
Unlike previous military interventions, where the military returned governance
to civilians after a short period, this time the military decided to retain power.
The executive branch's power was expanded while the legislative and judicial
branches were weakened (Bradford, 1993, p. 448). During this period, labor
rights were curtailed, and real wages were allowed to decline. Both urban and
rural unions came under strict state control. Income inequality worsened (Klein
and Luna, 2023, pp. 220-222). Expansionary economic policies were
implemented, alongside measures to control prices. Export-oriented
manufacturing was promoted, and during 1967-1973, an average growth rate of
10% was achieved. Manufactured goods replaced coffee as the leading export
(Bradford, 1993, pp. 467—-469). However, the economic boom ended with the
oil crisis. Rising import prices coupled with falling prices for exported raw
materials led to a deteriorating balance of payments and increased external debt.
Inflation surpassed 200% in 1984. Moreover, as production became more
capital-intensive, unemployment rose. These adverse developments culminated
in the military relinquishing governance to civilians in 1985.

2.2. Pre-Democracy in South Korea (1948-1988)

The political regime adopted at the time of South Korea's establishment in 1948
is referred to as the "First Republic.” Under the leadership of Syngman Rhee, this
regime evolved into a dictatorship during the 1950s (Yang, 1998, p. 160). The
"April Student Revolution” of 1960 paved the way for the establishment of a
democratic regime, known as the Second Republic. However, this regime was
short-lived, ending with a military coup in 1961. After a two-year period under
military junta rule, the Third Republic began in 1963 under the leadership of
Park Chung-hee.

The Third Republic was characterized by a strong presidency, a relatively weak
parliament, and administrators with military backgrounds. During this period,
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five-year economic development plans were initiated, and an export-oriented
industrialization regime was adopted, ushering in a phase of rapid economic
growth. Exports primarily consisted of labor-intensive goods. Most of the
population lived in rural areas, and as migration to cities increased, some of the
new urban residents found work in industry. Due to an abundant supply of labor,
wages in both rural and urban areas faced downward pressure. This surplus labor
hindered the development of trade unions until the 1960s, preventing the
working class from becoming a significant political actor (Im, 2020, p. 34).
Meanwhile, the bourgeoisie cooperated with the state in accordance with long-
term development plans. However, through mechanisms such as collaborations
with foreign capital, credit allocation, and equity ratio controls, the state
politically weakened the domestic bourgeoisie and rendered it dependent (Evans,

1979, p. 41).

By 1966, South Korea's labor surplus had come to an end, and wages in the
agricultural sector began to be determined by the marginal productivity of labor
(Fei & Ranis, 1975, pp. 49-51). The scarcity of labor marked the end of the
period dominated by the production and export of low-cost, labor-intensive
goods. Changes in the production structure brought about political changes as
well. Under the collaboration of the state and bourgeoisie, wages were suppressed
to maintain the competitive advantage of cheap labor in global markets,
exacerbating tensions between the ruling bloc and wage earners. In 1972, the
regime introduced the Yushin Constitution, a bureaucratic authoritarian system
referred to as the Fourth Republic, to sustain the existing economic model (Im,
2020, pp. 39-40; Lee, 1990, p. 198). This system abolished competitive
elections, banned strikes, and prohibited the organization of labor unions. After
the assassination of Park Chung-hee in 1979, a coup occurred in 1980, and the
Yushin regime persisted to some extent. However, under foreign pressure,
especially from the United States, the new president, General Chun Doo-hwan,
agreed to serve a single seven-year term, partially strengthening the legislative and
judicial branches (Burton & Ryu, 1997, p. 7). Chun governed South Korea as a
single authoritarian leader from 1981 until peacefully transferring power to a
democratic regime at the end of his term. From 1987 onwards, South Korea
entered the era of competitive elections, marking the Fifth Republic.

The Fifth Republic also signified the end of the military's approximately three-
decade dominance in South Korean politics. During the presidency of Kim
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Young-sam, former presidents General Chun Doo-hwan and General Roh Tae-
woo were imprisoned for crimes committed during the 1980s, and the military
did not exhibit significant political resistance to these actions (Burton & Ryu,
1997, p. 1). From this point onward, the central issue in South Korea’s political
economy became the consolidation of democracy.

2.3. The Unfinished Consolidation of Democracy in Turkey
(1923-1987)

From the establishment of the Republic of Turkey in 1923 until the first
competitive and free elections in 1950, Turkey underwent a single-party period
led by Mustafa Kemal Atatiirk (1923-1938) and Ismet Inonii (1939-1950). This
period focused on a "modernization" project, implementing reforms and
fostering closer ties with the West (Satana, 2008, p. 364). Development during
this era was driven by state-built infrastructure and factories. In this early phase
of capitalist production relations, an organized working class had yet to emerge.
Similarly, there was no industrial bourgeoisie; instead, a commercial bourgeoisie
composed of bureaucrats and large landowners prevailed (Duman, 2007, p. 38).

In 1950, Turkey transitioned to a multi-party system, and the Democrat Party
(DP) won the elections, remaining in power under the leadership of Adnan
Menderes until 1960. Although the DP initially governed with liberal goals, it
grew increasingly authoritarian over the years, both within the party and in
national governance (Ahmad, 1996). The press, universities, and even opposition
parties faced suppression whenever possible. According to Heper (2005), from
the early 1950s onward, the military perceived itself as the guardian of Kemalism.
This self-assigned role culminated in a coup in 1960, ending DP rule. During
this period, development efforts continued, with industrialization pursued
through state economic enterprises. Mechanization in agriculture and the
developmental disparities between rural and urban areas accelerated rural-to-
urban migration. However, many new urban residents were unable to find formal
employment, resulting in the growth of the informal sector (Arat & Pamuk,

2019, p. 37).

The 1960 coup led to the drafting of a new constitution, which, despite
containing more liberal and democratic elements, increased the military's
influence in politics. This period, often referred to as the "Second Republic," was

168



ESSAYS ON
ECONOMICS & POLITICAL ECONOMY
Editors: Sevket Alper Kog, Ismail Siriner

marked by significant institutional changes aimed at achieving social justice and
planned economic development (Ahmad, 1996, p. 236). Key elements included
the establishment of a constitutional court, the enhanced role of the Senate
within the parliamentary system, state-guided development plans, and expanded
labor rights. Simultaneously, the institutionalization of military influence in
politics was achieved through the establishment of the National Security Council.

During this era, governments were careful to operate within the boundaries
defined by the military. At times, the military intervened directly, such as in
1971, when it forced the government to resign (Turan, 2020, p. 28).
Industrialization remained a central goal for all governments of the period.
However, imbalances created by import-substitution policies, coupled with the
oil crisis and an arms embargo, eventually plunged the economy into crisis.
Declining profits in the capitalist class, the influence of a highly organized labor
force, and global economic shifts created a deadlock in economic policies
(Orhangazi, 2020, pp. 74-75). Alongside the ongoing radical right-left conflict
in the country, these challenges culminated in the military coup of September
12, 1980. Under the leadership of President General Kenan Evren and civilian
Prime Minister Turgut Ozal, Turkey adopted neoliberal economic policies,
curbing the power of unions, reducing workers' purchasing power, and pursuing
an export-oriented growth strategy. Political bans were imposed, pre-coup
political parties were dissolved, and their leaders were imprisoned. Following the
lifting of political bans in the 1987 referendum, general elections were held the
same year. In 1989, Turgut Ozal was elected president, ending the tradition of
appointing presidents with military backgrounds since 1960.

3. Democratic Consolidation

Once democratic institutions are established in a country, the next step is to
achieve the legitimacy of democracy and disseminate a democratic culture across
all segments of society. According to Linz and Stepan’s (1996, p. 5) formula,
democracy is consolidated when political rivals accept it as the "only game in
town" and regard it as the sole appropriate framework for pursuing their interests
and governing society. This requires a consensus among the masses for the
legitimacy of democracy. However, if successful collective actors oppose the
legitimacy of democratic institutions and regularly violate constitutional norms,
procedures, and laws, democratic consolidation is jeopardized (Diamond, 1999,
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pp- 65-68). Naturally, every society has anti-democratic elements. As long as
these actors remain on the political margins, the system is not threatened.
However, if anti-democratic actors increase their societal support and occupy
strategic positions within the system, the consolidation of democracy is
undermined.

Schedler (1998, pp. 91-92) similarly supports this framework but offers a more
detailed account of what democratic consolidation entails. According to Schedler,
democratic consolidation includes not only societal legitimacy but also the
dissemination of democratic values, the neutralization of anti-democratic actors,
civilian control over the military, the elimination of authoritarian enclaves within
the country, the facilitation of party formation, the organization of functional
interests, the stabilization of electoral rules, the routinization of politics, the
decentralization of state power, the establishment of direct democracy
mechanisms, judicial reform, poverty reduction, and the achievement of
economic stability.

Brazil, South Korea, and Turkey reached different levels of democracy through
different paths over time. In the 1980s, they built/rebuilt their democratic
institutions and embarked on the process of democratic consolidation. Figure 1
shows the liberal democracy scores from the V-Dem project. Each of these
countries has experienced periods of democratic crisis. Particularly in the 2010s,
all three saw democratic backsliding. While democracy collapsed in Brazil and
Turkey, South Korea managed to navigate its democratic crisis relatively mildly.

Why have these three countries had different experiences with democracy? How
did Brazil’s and Turkey’s democratic institutions erode while those in South
Korea endured? Is Lipset’s modernization theory, which identifies economic
development as the cause and the level of democracy as the effect, sufficient to
explain this divergence? In his seminal work, Lipset argued: “[...] the more well-
to-do a nation, the greater the chance that it will sustain democracy. [...] A
society divided between a large impoverished mass and a small favored elite would
result either in oligarchy or in tyranny [...] the average wealth, degree of
industrialization and urbanization, and the level of education is much higher for
the more democratic countries” (Lipset, 1959, p. 75).
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Thus, to understand the differences in democracy levels among countries, it is
necessary to compare variables such as per capita income levels, income
distribution, industrialization, urbanization, education, and economic growth.
However, Przeworski (2000, pp. 89-90), criticizes Lipset's modernization
theory, argues that these conditions do not automatically lead to democratization.
Instead, he posits that the level of development is crucial for the survival of
democracy. In other words, a high level of development does not inherently
produce democracy but ensures the continuation of an already existing
democratic regime. Conversely, a decline in welfare levels can lead to the erosion
of democracy.

Figure 1: Liberal Democracy Index by Years
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Then, why does democracy erode? Lipset's and Przeworski’s perspectives
primarily address the demand side of democracy. To understand the erosion of
democracy—manifested as the weakening of democratic institutions through
authoritarian or populist actions—it is necessary to examine the supply side of
democracy. The concept of a “power bloc” plays a critical role in this context. I
borrow the term "power bloc" from Poulantzas, who defines it as the ruling
coalition formed by dominant capital fractions. As Poulantzas (1975, pp. 296—
297) explains: “[...] Thus political unity of the power bloc under the protection
of the hegemonic class or fraction means unity of state power, in so far as it
corresponds to the specific interests of this class or fraction.” In other words, in a
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capitalist system, when a political party comes to power, the capital fractions it
aligns with also ascend to power. Since these capital fractions have divergent
economic interests, the economic policies pursued are shaped by the interests of
the factions within the power bloc. In alignment with these interests, the
government may seek to suppress labor, using law enforcement and the judiciary
to achieve this goal. Alternatively, dominant capital fractions may utilize their
control over the media to polarize society and obscure the distribution of surplus
value. If the prevailing capitalist mode of production does not require the
suppression of labor, the power bloc may decide to sustain liberal democracy.

Neoliberalism inherently carries authoritarian tendencies (Bruff, 2014, p. 116).
It consistently seeks more flexible labor markets. However, different fractions of
capital pursue varied agendas regarding labor. For instance, consider export-
oriented sectors reliant on production of labor-intensive goods. To maintain
competitiveness in global markets through price advantages, these sectors will
demand that real wages remain as low as possible. On the other hand, capital-
intensive and productivity-driven export sectors are less concerned about real
wage levels. Instead, they will prioritize regulatory reforms that allow for easier
dismissal of employees. Sectors that do not compete with imported goods,
however, may advocate for higher domestic purchasing power. These dynamics
indicate that the composition of the power bloc determines the mechanisms and
degree to which labor is suppressed.

The ideology of the ruling party is another critical factor in determining the fate
of democracy. A ruling party may aim to reduce income inequality, pursue
industrial policies for national development, or seek to maximize social welfare.
It may prioritize judicial independence and press freedom. However, the
implementation of such policies depends on the concessions the government is
willing to make to neoliberalism. If capitalists perceive these policies as harmful
to their interests, they will take every possible measure to unseat the government.

In this section, I will examine the extent to which the three countries—DBrazil,
South Korea, and Turkey—were able to consolidate democracy after
transitioning from authoritarian regimes and activating democratic institutions,
adopting a historical perspective.
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3.1. Rapid Democratization and a Disturbing Reverse U in Brazil

Following the military dictatorship from 1964 to 1985, Brazil peacefully
transitioned to civilian governance. The 1988 Constitution established the legal
framework for democracy, and democratic elections were held in 1989. Fernando
Collor de Mello, who won the election, was impeached in 1992 on charges of
corruption. In 1994, Fernando Henrique Cardoso was elected president and
served two consecutive terms for a total of eight years. Cardoso implemented the
neoliberal “Real Plan”, achieving fiscal stability through measures such as
privatization. However, he could not counteract the capital flight caused by the
global financial crises of the 1990s. As a solution, Brazil entered agreements with
the IMF and adopted policies like inflation targeting, strict monetary and fiscal
policies, and a floating exchange rate regime. While the Real Plan brought
macroeconomic  stability, it also restricted economic growth, increased
unemployment, and led to a rise in external debt (Klein and Luna, 2023, pp.
252-254).

In 2002, Luiz Indcio Lula da Silva, leader of the Workers’ Party (PT), came to
power, addressing these challenges during a period of favorable global economic
conditions characterized by the "Great Moderation" in the United States. Lula
pursued a growth regime based on domestic demand, implementing policies that
increased the share of wages in national income (Saad-Filho and Boffo, 2021, p.

301).

During this period, Brazil’s democracy achieved high scores; it appeared
consolidated even one year before Rousseff’s impeachment in 2016 (Bethell,
2018, p. 164). However, Dilma Rousseff, who succeeded Lula in 2011, faced
adverse economic conditions. High interest rates and an overvalued currency
throughout the 2000s had led to deindustrialization, a decline in skilled jobs, and
a shift of economic activities from manufacturing to primary goods. When
Rousseff attempted to ease monetary and fiscal policies, she lost the support of
media and capital groups that had backed her party during the 2000s (Saad-Filho
and Boffo, 2021, p. 302). Additionally, income distribution changes, which
favored low-income and top-income groups at the expense of the middle class,
caused Rousseff to lose middle-class support (Lima, p. 106). The withdrawal of
support from finance capital, which advocated for a neoliberal agenda, signaled
an impending change in power (Evans, 2020). Rousseff was impeached in 2016
amid corruption allegations.
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Her successor, Michel Temer, accelerated neoliberal measures, including
privatizations, and introduced constitutional limits on public expenditures,
making strict monetary and fiscal policies mandatory even for future
governments (Cannon, 2020, p. 52). Jair Bolsonaro, who assumed office in 2019,
opposed legal measures aimed at reducing inequalities and intensified neoliberal
policies. He continued privatizations, reduced the number of public sector
employees, and rendered unions ineffective. As shown in Figure 1, this period
saw a dramatic democratic backsliding, forming a reverse U-shaped trajectory.
Bolsonaro’s neoliberal agenda was interrupted in 2023 with Lula’s return to the
presidency.

3.2. The Period of Democratic Consolidation in South Korea

In the summer of 1987, Chun Doo-hwan, South Korea's authoritarian military
leader, declared that Roh Tae-woo would be his successor. This announcement
triggered nationwide protests, with demands for an end to authoritarian rule, the
introduction of direct presidential elections, and regional decentralization
(Mosler etal., 2018, p. 2). Although the government considered deploying armed
forces against the protesters, reluctance within the military and pressure from the
United States prevented such actions (Im, 2020, p. 86). Consequently, the
constitution was amended, and by the end of the year, the first elections were
held, with Roh Tae-woo becoming the first president of the new democratic
regime.

The first significant test for the democratic regime came with over 3,000 strikes
across the country. Workers demanded higher wages, improved working
conditions, and advancements in labor rights. These demands resulted in
substantial wage increases without causing an economic slowdown. Businesses
continued to invest, and during the transition period from 1987 to 2007—
excluding the contraction in 1999—the average growth rate was 6.28% (Im,
2020, p. 257).

However, this period also saw certain challenges. According to Suh and Kwon
(2014, pp. 686-687), although chaebols (large family-owned conglomerates)
continued to expand, they failed to create new employment opportunities. This
was due to their increasing focus on technology and knowledge-intensive
industries and the relocation of production bases to China and Southeast Asia.
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Another development related to the chaebols was their growing share of GDP,
accompanied by an increase in their political influence. Additionally, there was a
rise in low-wage, temporary jobs during this period.

In the subsequent period, from 2008 to 2016, conservative governments led to
democratic backsliding through authoritarian actions (Han and Shim, 2023, p.
141). The administration of Lee Myung-bak (2008-2012) is notable for its
neoliberal policies (Suh and Kwon, 2014). During this time, tax rates for high-
income earners were reduced, and the political power of chaebols further
intensified. Interest rates were lowered, and the local currency depreciated. Lee
aimed to achieve high economic growth rates, but this growth came at the
expense of equality (Suh and Kwon, 2014, p. 687). A similar governance
approach was adopted by the subsequent president, Park Geun-hye (2013—
2017). However, both Lee and Park faced corruption allegations, particularly
related to their ties with chaebols (Kim and Kim, 2021, p. 113). The candlelight
protests that began in 2016 and lasted for over a year ultimately led to the
resignation of President Park Geun-hye, restoring the constitutional republic
based on popular sovereignty.

3.3. A Near-Miss Consolidation in Turkey: From Democracy to
Authoritarianism

In 1987, Turkey experienced two significant developments in its democratic
trajectory. First, the political bans imposed after the 1980 military coup were
lifted through a referendum, allowing banned leaders to reenter politics and
ushering in a renewed period of competitive elections. Second, Turkey formally
applied for membership in the European Union (EU). The goal of EU
membership was widely embraced, including by the military, which saw
compliance with the EU's democratic criteria as a means to mitigate its dominant
role in politics. Unlike in the past, the military refrained from intervening in
instances of political instability, focusing instead on preserving secularism and
exerting pressure on governments to this end. A prominent example is the
February 28, 1997 intervention, in which the military compelled the conservative
Erbakan government to adopt extensive measures against perceived Islamist
activities. Similarly, in April 2007, the military issued an official memorandum
warning the AKP government on matters of secularism.

175



SUPPLY AND DEMAND OF DEMOCRACY:
A COMPARATIVE ANALYSIS OF POWER BLOC AND LIPSETIAN DYNAMICS
Evren Denktas

From 2008 onwards, legal cases such as “Ergenckon” and “Balyoz” resulted in
the arrest of leading military officers, followed by constitutional amendments that
abolished the National Security Council. Consequently, the military’s visible
influence in politics significantly diminished after this period.

In terms of class relations, the neoliberal transformation that gained momentum
in the 1980s encountered resistance from the working class in 1989. Workers,
seeking to recover real wage losses incurred during the 1980s, successfully
obstructed privatization efforts (Dogan, 2010, p. 16). Following economic crises
in the 1990s and particularly in 2001, the Justice and Development Party (AKP)
government led by Recep Tayyip Erdogan came to power. Benefiting from the
expansionary policies of the U.S., the AKP achieved high growth rates. Neoliberal
policies were reinstated, significant privatizations were carried out, and fiscal
discipline programs under the IMF were implemented. High interest rates and a
low exchange rate regime helped reduce inflation. Income distribution also
improved, though at the cost of early deindustrialization and high unemployment
(Taymaz & Voyvoda, 2012, pp. 97-98). Additionally, new labor regulations
legalized flexible employment practices, such as part-time and temporary work
arrangements (Orhangazi, 2019, p. 345).

During this period, the dominant faction within the power bloc comprised large
capital groups (Giingen & Akgay, 2024). Erdogan maintained social stability
until the 2010s through a system of charitable assistance via foundations and by
awarding government contracts to business figures allied with the ruling party
(Giirakar & Bircan, 2018). Many firms, particularly in the construction sector,
received substantial public tenders, and some of their owners also controlled
media outlets that openly supported the AKP government.

However, after the end of military guardianship and the stagnation of EU
accession negotiations, democratic institutions began to erode. Throughout the
2010s, the executive's powers expanded while judicial independence waned
(Esen, 2024). Police crackdowns during the 2013 Gezi Park protests persisted in
subsequent years, leading to a significant decline in street demonstrations.
Following the 2016 coup attempt, a state of emergency was declared, lasting
nearly two years. During the emergency, a 2017 referendum introduced a
"presidential system,” enhancing the president’s powers while diminishing
parliamentary authority and undermining the judiciary. The autonomy of public
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institutions, including the Central Bank and the Turkish Statistical Institute, was
also curtailed (Arslantas & Kaiser, 2022). Opposition voices faced repression, and
some Constitutional Court rulings were disregarded.

After the presidential system was adopted and Erdogan became its first leader, he
shifted the long-standing growth model toward low-interest rates and export-
driven growth, aiming to increase employment in labor-intensive export sectors.
However, this approach resulted in currency depreciation and high inflation.
Following the 2024 elections, Erdogan reversed this policy, allowing interest rates
to rise to curb inflation and stabilize the exchange rate.

3.4. The Demand Side of Democracy:

The Impact of Economic Development on Democratization

The most significant obstacle to authoritarian tendencies within the power bloc
is the demand for democracy. If there is a strong demand for democracy within
society, the extent of authoritarianism cannot surpass certain limits. Among the
three countries analyzed, this tendency appears to be stronger in South Korea.
To understand the reasons for this, we can examine Figure 2, which illustrates
per capita income levels—considered by Lipset as a primary indicator of wealth.

Figure 2: GDP per Capita by Years
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Unitil the early 1980s, the per capita income levels of the three countries were
relatively similar. However, South Korea began to outpace the others after 1982.
From this point onward, while Brazil and Turkey maintained similar per capita
income levels, South Korea's income levels grew to approximately three times
those of Brazil and Turkey by the 2020s.

As Lipset argues, per capita income is not the sole determinant. Other factors,
such as urbanization, industrialization, and the quality of education, are also
crucial in shaping the demand for democracy. These elements contribute to a
society's capacity to resist authoritarianism and sustain democratic institutions.

When we examine urbanization rates in Figure 3, Lipset's arguments do not hold
in this context. Brazil began urbanizing earlier than the other two countries and,
by the 2020s, has a higher urbanization rate than both South Korea and Turkey.
However, developing countries often face the issue of "pseudo-urbanization.”
This phenomenon occurs when rapid rural-to-urban migration is driven by
industrialization, but the urban economy cannot absorb the excess labor force.
As a result, many migrants fail to find employment in industry, settling instead
on the outskirts of cities and engaging in informal work.

Figure 3: Urban Population by Years
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In such cases, migrants do not fully sever their ties to rural areas and cannot be
considered fully urbanized. To better understand the extent to which countries
have genuinely urbanized, two additional indicators can be useful: population
growth rates and female labor force participation rates. These indicators provide
insight into whether urbanization is accompanied by meaningful structural
changes in society and the economy.
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Another critical factor in understanding urbanization and democratization is the
predominant economic activities within a country. Lipset identified
industrialization as a key factor in democratization during his time. Figure 6
highlights the share of industry in GDP across the three countries.

Figure 6: Industry Share in GDP
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Unitil the mid-1990s, Brazil had a higher share of industry compared to the other
two countries. However, from the late 1990s onward, Brazil’s industrial sector
experienced a significant decline, falling below both Turkey and South Korea. In
Turkey, a notable decrease in the share of industry began in the early 2000s. One
major reason for this decline was the implementation of a high interest rate and
low exchange rate policy, which, combined with globalization, made investment
prohibitively expensive, particularly for small producers. However, from the
2010s onward, Turkey adopted a new growth regime, leading to a gradual
recovery in the industrial share of GDP.

In South Korea, the industrial sector experienced steady growth until the 1990s.
From that point onward, it exhibited a plateau followed by a slight decline in
later years. Despite this trend, South Korea maintained a relatively stable
industrial base, which contributed to its sustained economic growth and
development. This stability underscores the role of industrialization as a
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foundation for economic and social transformations that support
democratization.

Ultimately, South Korea's share of industry in GDP is higher than that of Brazil
and Turkey. However, this does not tell the whole story. While the industrial
shares of Turkey and South Korea are relatively close, there is a significant
difference in their democracy scores. Therefore, it is also important to examine
the quality of industrialization.

Figure 7 illustrates the share of goods and services exports in GDP for the three
countries. Unlike Brazil and Turkey, South Korea pursued an export-oriented
industrialization model. Turkey adopted a similar model in the 1980s, leading to
a continuous increase in its export share thereafter. Meanwhile, Brazil’s export
share remained around 10% for many years but gradually approached 20% by
the 2020s.

South Korea’s long-standing commitment to export-oriented industrialization
fostered integration into global markets, technological advancements, and
productivity improvements. These factors contributed to stable economic growth
and structural transformation, creating a stronger foundation for democratic
consolidation. In contrast, Brazil’s and Turkey’s later and less intensive adoption
of export-oriented models limited their ability to replicate South Korea’s success
in aligning industrialization with democratization.

Figure 8: Medium and High-Tech Exports
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Figure 8 provides a more critical indicator of the quality of industrialization,
showing the share of medium- and high-technology products in the
manufacturing exports of each country. Due to data limitations, the analysis
begins in 1990, coinciding with the early years of democratic consolidation.

At the start, Turkey’s share of medium- and high-technology exports was around
20%, the lowest among the three countries. This share steadily increased
throughout the 1990s, stabilizing around 40% by the 2010s. However, a slight
decline occurred in the 2020s. One reason for this downturn is the government's
shift in its growth strategy, favoring labor-intensive small exporters competing on
price over capital-intensive large firms focused on quality-competitive
production. Brazil, which initially occupied a middle ground between South
Korea and Turkey, experienced a decline in its share of medium- and high-
technology exports in the 2010s. This can be attributed to the previously
discussed "primarization" of Brazil's exports, with a shift toward primary
commodities. South Korea, in contrast, not only maintained a higher share of
exports relative to its GDP (Figure 7) but also exhibited a composition of exports
dominated by higher value-added products. Such a production structure requires
a more advanced level of human capital, which contributes to South Korea’s
stronger democratic institutions. Figure 8 has greater explanatory power in
understanding democracy scores, as declines in democracy scores during the
2010s align with decreases in the share of medium- and high-technology exports.
This relationship underscores the importance of the nature of industrialization in
shaping both economic and political outcomes, with South Korea’s high-
technology industrial base supporting its relatively robust democratic
consolidation.

Lipset's assertion that democracy cannot flourish in a society where a small elite
dominates a large impoverished population can be interpreted as a reference to
income and wealth inequality. Figures 9 and 10 illustrate income inequality and
wealth inequality, respectively, across the three countries. South Korea
consistently demonstrates a more favorable performance in both income and
wealth inequality compared to Brazil and Turkey. Brazil, not only among these
three countries but globally, remains one of the most unequal countries. While
the 2000s saw some fluctuations in inequality, a decline in income inequality has
been observed since the mid-2010s, driven primarily by improvements in the
conditions of the poor. However, this period also witnessed a significant increase
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in wealth inequality. When considered together, these trends indicate an era in
which both the poor and the wealthy experienced improvements, while the
middle class saw a deterioration in their economic standing. As discussed eatlier,
one of the reasons for the middle class's support for Bolsonaro in 2016 stems
from this dynamic.

Figure 9: Income Inequality
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Figure 10: Wealth Inequality
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In Turkey, income inequality, though high, decreased approaching the 2010s
before rising again. Similarly, wealth inequality initially decreased but surged
rapidly in the mid-2010s. While a decline is noted toward the 2020s, it remains
higher than in 2007. During this period, the share of wages in GDP declined
while the share of profits increased (Orhangazi, 2019). South Korea stands out
as one of the countries with the lowest levels of income inequality globally.
However, since the 1990s, both income and wealth inequality have shown an
upward trend. Both measures peaked in the mid-2010s, coinciding with a decline
in democracy scores. This alignment underscores the interplay between economic
disparities and democratic outcomes, highlighting how shifts in inequality can
have profound implications for political stability and democratic consolidation.

Figure 11 presents the Education Index, as defined by the United Nations
Development Programme (UNDP): “The Education Index is measured by
combining average years of schooling for adults with expected years of schooling
for children, each receiving 50% weighting”(UNDP, 2024). In 1990, South
Korea’s Education Index score was significantly higher than those of Brazil and
Turkey. Although Brazil’s score has risen over time, the gap with South Korea
has remained consistent. In Turkey, the Education Index has also shown an
upward trend, narrowing the gap with South Korea by the 2020s.

However, it is important to note that older generations in South Korea were
better educated compared to their counterparts in Brazil and Turkey. This
historical advantage in educational attainment has likely contributed to South
Korea’s relatively stronger democratic institutions and consolidation, as
education plays a crucial role in fostering civic awareness, participation, and
support for democratic values.

The duration of schooling provides partial insight into a society's overall
education level, while cognitive scores are essential for assessing the quality of
education. In this regard, the OECD’s Programme for International Student
Assessment (PISA) scores offer valuable insights, measuring the performance of
15-year-old students in mathematics, reading, and science.
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Figure 11: Education Index
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In 2022, the PISA mathematics scores were as follows: South Korea scored 527,
significantly above the OECD average of 472, while Turkey scored 453 and
Brazil scored 379, both below the average. In reading, South Korea achieved 515,
again above the OECD average of 476, while Turkey scored 456 and Brazil
scored 410. For science, South Korea scored 528, outperforming the OECD
average of 485, with Turkey scoring 476 and Brazil 403. These patterns, with
South Korea consistently exceeding the OECD average and Brazil and Turkey
falling below it, have persisted across previous years as well.

Thus, South Korea has maintained a superior position in both educational
attainment and cognitive scores since the periods of democratic consolidation.
This advantage likely contributes to the country’s ability to foster civic
engagement, political awareness, and support for democratic norms.

Figure 12 illustrates unionization rates across the three countries. Although
Lipset’s modernization framework does not explicitly address unionization, it can
be considered an outcome of industrialization. In South Korea, unionization rates
have remained relatively stable over time. In Brazil, these rates were steady until
the 2010s, after which a negative trend emerged, particularly following the global
financial crisis. The decline became more pronounced during Bolsonaro’s
presidency.
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Figure 12: Trade Union Density
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In Turkey, unionization rates have been significantly lower than in the other two
countries, particularly since 2013. However, as noted earlier, these rates were
higher in the early 2000s, before widespread privatizations took place. According
to the International Labour Organization (ILO), unionization in Turkey rose
from 14% in 1987 to 33.7% in 1995 (Celik and Lordoglu, 2006, p. 14). Early
deindustrialization may have had an adverse impact on unionization rates. The
slight increase in unionization during the 2010s appears to align with the
resurgence of industrialization during this period.

These trends highlight the intricate relationship between industrialization and
unionization. While unionization serves as a reflection of industrial labor's
organizational capacity, its decline—whether due to deindustrialization or
neoliberal policies—often coincides with weakened bargaining power for workers
and diminished mechanisms for resisting authoritarian or populist pressures. This
interplay further underscores the role of industrialization and labor dynamics in
shaping democratic resilience.
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4. Conclusion

Does Lipset’s theory—that democracy is a result of development—hold true
based on this study? It is difficult to definitively say yes. South Korea has higher
per capita income, a more advanced industrial sector, higher urbanization rates,
more equitable income and wealth distribution, and better education levels
compared to Brazil and Turkey. Consequently, it maintains a higher liberal
democracy score. However, the economic difficulties experienced in South Korea
during the 2010s led to democratic backsliding. While this decline was brief, and
the country eventually returned to its previous democratic standards, Brazil and
Turkey witnessed prolonged stagnation throughout the 2010s, culminating in
the collapse of democracy. Thus, it is reasonable to conclude that there is a
connection between economic performance and the level of democracy.

In this study, democracy has been analyzed as a matter of supply and demand.
Citizens of a country continue to "buy" democracy if they see improvements in
their living standards. Otherwise, despite meeting Lipset’s conditions, a country
can shift toward populist and/or authoritarian regimes due to societal discontent.
Neoliberalism, in particular, has shown a readiness to exploit such discontent for
its benefit. In Brazil, finance capital leveraged the middle class’s frustrations to
facilitate the rise of Bolsonaro, who pursued a neoliberal agenda. In South Korea,
chaebols developed close ties with conservative governments that came to power
after 2008. In Turkey, when the AKP strayed reluctantly from neoliberal policies,
the resulting economic problems and welfare losses pushed the party back toward
stricter adherence to neoliberalism.

Once a country diverges from democracy, can it return to its previous level? Just
as countries follow long-term economic growth trajectories, they also exhibit
political regime paths. In South Korea, crises related to the regime have been
reversible, as evidenced by the societal demand seen in the candlelight protests.
Similarly, after Bolsonaro’s presidency, Brazil elected Lula through democratic
elections, signaling a return to its democratic trajectory.

In Turkey, however, a large majority brought Erdogan back to power. Erdogan
understands that voters base their political preferences on material benefits, such
as employment, real wage increases, and redistribution mechanisms.
Employment-boosting policies implemented before the general elections secured
his victory. However, subsequent welfare losses led voters to shift their support
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to opposition parties in local elections. The ruling party now understands that it
faces an electorate ready to "buy" democracy only if societal welfare improves.
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Abstract

This essay aims to denounce the violent nature of journalistic work in the state of Zacatecas,

Mexico. Journalists, like most of the workers in the capitalist system, must face the condition of
exploitation and extermination whose goal is the accumulation of capital. However, their
condition of being a vigilant institution in the system dependent on the state policy condemns
them to expressions of violence that we intend to explain in this paper. Studies around the world
have recorded a sustained trend of aggressions against journalists in recent years, especially in

Mexico, which has become the most dangerous place to practice journalism. Violence against
Journalists is not only translated into homicides, but also exists in various ways, as we will
explain in the case of journalists in the city of Zacatecas. This condition of being vigilant but
also dependent on their aggressor condemns them to a vulnerability that generates a condition

of silence or extermination of journalism.

Keywords: violent nature of work, journalism, state policy, capitalism.
Jel Codes: P1, O19, /81, ]88.
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1. Introduction

he problematic of journalism is complex, full of paradoxes such as the fact

that it is an institution socially defined as a watchdog agency of power,

but in practice it is just another company of the system, which is subjected
to the needs of those it oversees because they are its main client (Chomsky &
Herman, 1990; Bourdieu, 1996; Harvey, 2005). Generating media content that
benefits a sector of global society, transforming the State policy and Journalism
into forces that add to the reproduction of the social system and not for the benefit
of the majorities of society (McChesney, 1999). Therefore, vigilant journalism
with a power of agency (referring to offering a capacity for social transformation),
“is constituted as a dangerous practice to the extent that it threatens the de facto
established order, being the object of persecution and violence" (Hincapié &
Lépez, 2018). This paper aims to denounce the violent nature of journalistic
work in the city of Zacatecas, Mexico with its specific economic and political
conditions. Journalists in the capitalist system must face the condition of
exploitation and extermination (violent character) for the goal of capital
accumulation. However, their condition of being a vigilant institution in the
system dependent on the State policy, condemns them to violence that we intend
to clarify in this paper.

We will begin this work with our theoretical conception of the violent nature of
work as a determinant of the condition of vulnerability of the human being. Then
we will review the international conditions of journalistic work, to understand
the case of journalism in Mexico, whose conditions are the most dangerous areas
in which to practice the journalistic profession. As a last analysis we make a record
of the aggressions to the press in the city of Zacatecas. This document aims to
reflect on an essential question: why does violence against journalism occur in
Mexico? In particularly, to reveal and understand the violent nature of
journalistic work in Zacatecas, Mexico.

Violence in journalism is diverse and complex, it does not only refer to the
recording of homicides, but the silence of the press is also a form of murder and
there are areas that, due to their geographic and political characteristics, determine
conditions for greater manipulation and intervention of the state policy on the
press (Salazar Rebolledo, 2022). Such is the case of the city of Zacatecas in

Mexico.
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2. The Violent Nature of Labor in the Capitalist System

This work assumes a critical stance on violence in the current context of a
capitalist system. Looking for a possible starting point for this analysis we take up
the discussion of Frederic Engels who makes a historical description of it in his
book The Role of Labor in the Transformation of the Ape into Man (1876). Engels
affirms that labor was determinant in the evolutionary biological transformation
of man, also marked the way in which he relates to nature and transforms it. Also
catalogs the work as a determinant form of the conditions of life.

In historic stages of labor, we observe how the division of labor began with a
simple classification defined by sex and age, to evolve into an expanded division
that contemplates bureaucracy, forms of justice, war and wage forms that, with
the transformation of capitalism, it has taken more informal and precarious
forms, such as piecework, low wages or employment on digital platforms
(Foladori & Melazzi, 2019). It should also be noted that the development of tools
for human labor has stagnated and is currently focused on two sectors: the
industrialization of production and communication, the construction of roads to
reach consumers, even though climatic or social crises require other efforts,
capital dictates technological development. The sustainability of the mercantile
production stage is due to its cyclical character, its capacity to adapt, transform
and take advantage of crises. However, any crisis can generate wealth for some
who manage to appropriate the means of production of the most vulnerable
capitalists, the tendency is to generate monopolies so that capital continues to
accumulate in less hands (Foladori & Melazzi, 2019).

The stages of work also make it possible to understand some of the conditions
that dictate the forms of social relationships (Reinznik, 2007):

1. It is the character of conscious work. The capacity to acquire knowledge,
abstract it and share it through language to evolve, building tools and
exploiting the resources- skills available to the human being. It is
through this characteristic of human work that ideologies are generated
for the organization of civilizations.

2. The creative character. Related to the capacity to metabolize with nature,
transform it and adapt it to the needs. Man's creativity allows him to
devise solutions and break with the established.
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3. The necessary character, that seeks a vital cycle to perpetuate the interests
of humanity.

4. The violent character has its origins in the stage of slavery where forced
labor begins. From this perspective, work is attributed to qualities such
as mortification, suffering or torture.

Marx (1867) describes how the accumulation of capital is achieved through
exploitation and dispossession. Therefore, the violent character in the stage of
work we live in is sharpened and is determinant in the way of life, for all workers.
However, there are professions', such as journalism, which due to its agency
factor® generate greater risk and vulnerability.

3. Working Conditions in Journalism Around the World

The Committee to Protect Journalists (CPJ) in its latest report on Attacks on the
Press in 2023 maintains that attacks on the life and freedom of journalists remain
at historic levels, with the highest number of murders since 2015; states that at
least 8 out of 10 killers of journalists go free, so there is a high rate of impunity.
The report documents 99 journalists murdered around the world, and 320
imprisoned awaiting legal trials. 75 percent of the journalists murdered this year
took place in Israel, after the conflict with Palestine began. Compared to 2022,
worldwide attacks on journalists increased 44 percent, according to this report,
and most of them were recorded in the last three months of the year, driven by
the war in Gaza. Of the 99 killed, at least 78 cases were able to prove that their
murder was directly /inked to their work. The countries with the highest number
of deaths are Israel and the occupied Palestinian territory, Lebanon, Cameroon,
Philippines, Mexico and Ukraine.

Even though most of the murders of journalists occurred in war zones, the report
highlights that conditions for journalism have not improved in other parts of the

! It is important to point out other professions whose tendency to be violated is in force and which
pursue this same line of analysis and would be valuable to study in future studies on labor; some
of those who suffer more persecution are politicians, teachers, religious representatives, academics
and defenders of social and environmental causes.

> We conceptualize the agency factor from the concept of the agent of change conceived by Marx
as a force for the social transformation of reality.

194



ESSAYS ON
ECONOMICS & POLITICAL ECONOMY
Editors: Sevket Alper Kog, Ismail Siriner

world, as the number of imprisoned journalists remains at historic highs. 65
percent of the imprisoned journalists face charges against the State, such as
misdemeanor news and terrorism, linked to retaliation for their journalistic work.
The countries that imprison the most journalists per year are China, Myanmar,
Belarus, Russia and Vietnam. Reporters Without Borders (RSF, 2024b) has a
barometer that measures abuses in real time, recording that from January 1 to the
last day of September 2024, 42 journalists have been murdered and 556 detained
around the world.

The report considers five types of abuses: murder, detention, kidnapping and
disappearance. The four countries with the highest number of homicides so far
this year are Palestine with 12 murders, followed by Pakistan 6, Bangladesh 5 and
Mexico 4. It should be noted that the first two are in declared armed conflicts,
while Bangladesh is experiencing anti-government civil unrest. The case of
Mexico is therefore representative since it does not have an officially accepted
armed or political conflict.

In the case of arrests the four countries with the highest number of arrests is China
with 113 cases, followed by Myanmar with 73, Belarus with 50 and Israel with 40.
The record of arrests has been kept since 2018, which allows stating tha, in the
last seven years, arrests of journalists sustain an increasing trend of more than 400
percent. Regarding the 58 kidnappings recorded in 2024, only 7 countries
recorded 40 in Syria, Iraq 9, Yemen 4 Mali 2 and Mexico, Nigeria, Sudan one
case each. Finally, there is a record of 111 disappearances of journalists related to
their work. Mexico tops the list with 31 cases, the other three countries with the
highest number of kidnappings of journalists in the world are Syria, Sri Lanka
and Iran.

The agency also issues a report on the World Press Freedom Index (2024) where
it reports a drop in the global average of 7.6 points, which translates into a lower
press freedom index in the world. Below is the map that results from the
registration of these indexes and shows that most of the countries are in a serious
situation. Only three countries comply with the classification: Denmark, Ireland
and Sweden.
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The report takes five indicators: political, economic, legislative, sociocultural and
security. While four of its indicators are maintained, there is a negative movement
in the political sphere, where the very agents in charge of guaranteeing freedom,
such as public officials, are the same ones who threaten it, which leads to the
conclusion that governments are not interested in press freedom. This same
conclusion is reached by the Inter American Press Association (IAPA) when it
points out politicians as the main enemies of freedom of expression, in he
Conclusions of the IAPA half-year virtual meeting, from April 17 to April 19, 2024.
In addition, they conclude that within the continent two main aggressors of
journalists are identified: state actors and organized crime. The press does not
have the capacity to cover issues related to organized crime. IAPA identifies that
politicians seek direct communication with citizens and confrontation with the
media, which leads to a weakening of the institution. Three countries are
identified where presidents refer negatively to journalists: Colombia, Argentina
and Mexico.

In its 2024 annual report, Reporters Without Borders stresses that most of the
reporters killed were doing their work in areas of armed conflict with credentials
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subject to international conventions, which are supposed to keep them safe. Gaza
became the most dangerous area for journalistic coverage, and they warn that
journalism is threatened with extinction, as in addition to the killings, foreign
journalists have been banned from covering it. But this year will go down in
history as the beginning of conflicts that are not considered war and that pose a
threat to journalistic coverage, such as those in Sudan, Bangladesh, Burma and
Mexico. The report highlights that journalists are being killed and there is no
justice, and that this year the leading killer of journalists internationally is the
Israeli military (RSF, 2024d).

Although there has been a decrease in homicides, other forms of aggression
against the press, such as control of social networks and the Internet, are of
concern, as well as new forms of aggression in the region such as espionage, virtual
harassment, lawsuits, imprisonment, exile or deportation. The report also
identifies legislative projects that condemn or restrict the practice of journalism
in Bolivia, Brazil, United States, Canada, El Salvador, Nicaragua, Paraguay and
Venezuela. These judicial trends are prejudicial to freedom of expression, hold
journalists responsible for defamation or slandering the people they interview,
criminalize public or online expressions, increase penalties or eliminate forms of
access to information. On the other hand, countries such as Chile, which passed
a law to protect journalists in journalistic coverage. Panama, which obtained a
law to regulate official advertising and judicial harassment, and Puerto Rico,
which obtained a ruling to endorse the confidentiality of information sources.
IAPA (2024) identifies as challenges in the area alliances with artificial
intelligence developers, legislative regulations regarding copyright and payment
of compensation to content authors.

The UNESCO Directorate General Report (2022) on the Safety of Journalists and the
Danger of Impunity revealed a significant increase in the number of women
journalists killed, and the increase in the number of journalists killed while
covering protests, most of which occur outside their workspaces. The trend since
2016 is that journalists are less safe in countries that are not at war, as is the case
of Mexico.

The reports of these agencies allow us to identify an international trend of
increasing aggressions against journalists and freedom of expression. However,

the case of Mexico stands out as a country with no declared war, but with high
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rates of homicides of journalists, kidnappings and confrontation with his
president and government.

4. The Conditions of Journalistic Work in Mexico

The media landscape in the country is dominated by Teldfonos de México
(TELMEX), a Mexican telecommunications and IT services company owned by
the entrepreneur Carlos Slim; radio broadcasting by Grupo Televisa® owned by
the executive Emilio Azcdrraga Vidaurreta, and the press is led by Organizacién
Editorial Mexicana (OEM), which controls 37 newspapers distributed
throughout the country, 24 radio stations and 44 major websites. However, with
the democratization of digital media, there are more and more journalists who
independently seek to publish their work through social networks, mainly Mark
Zuckerberg's Meta and Elon Musk's X (formerly Twitter). For some specialists
“the media ownership system in Mexico stands out for being one of the most
concentrated and privatized in the world” (Mdrquez, 2012: 4) which leaves both
profits and influence in few hands and close to political agents in the country.

The media became so influential that Mdrquez (2012) calls "teledemocracy”, was
built to refer to the strategy of forming political figures through the small screen.
Villamil (2005) in his book La televisién que nos gobierna, describes the model and

3 All these companies are distinguished by the distinction of being Public Stock Corporations
(S.A.B.) with variable capital (C.V.).
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structure of Mexican television that became the "de facto power" that influenced
economic, political and social decisions in the country.

Mexican president Andrés Manuel Lépez Obrador (2018-2024) started the
denominated “war against this de facto power" by dismantling television as the
channel with the greatest influence in Mexican society, he managed to generate
a direct channel of communication with his public and electors. Through media
space at the national government headquarters, equipped with everything
necessary for high quality production. In this television program, he held daily
meetings with journalists and special guests. During six- year of government he
broadcasted 1,430 communication programs, whose duration ranged from an
hour and a half to three and a half hours (Arista, September 28, 2024). The space
that assumed a dynamic of traditional press conferences; however, the president
was the one who dictated the agenda of questions, there were raffles, suggestions
(literary, musical, public figures to follow or not to follow, among others)
presentation of his stuffed figure and even programmed traditional sections such
as the Who's Who in this week's fake news. The president became the axis of social
communication; however, this did not result in improvements for access to public
information, according to the report of the organization Articulo 19 (Un)official
information and social communication (2023) between 2019 and 2022, 84
requests for public information and 22 appeals for review were filed regarding 34
statements of the president, of which the following results stand out:

e Only 5.6 percent were supported by public information.

e 2.9 percent presented verifiable information, but it was out of context.
e 5.9 percent used information in a misleading manner.

e 58 percent of the cases could not be verified as either true or false.

e 20 percent of the information submitted was found to be false.

One of the president's politic campaign promises was the regulation of official
advertising, considering it the mechanism to influence the editorial line of the
media. Advertising spending was reduced, but the judicial reforms did not arrive
and in the absence of a legal mechanism, distribution continues to be
discretionary. In Mexico there are two types of journalism: those that benefit
from the economic-political power and those that are exterminated either by
punishing them with the distribution of the economic resource of official
advertising or literally assassinating them.
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The agency Articulo 19 analyzed the official advertising expenditure during
2023, where it revealed the existence of patterns of under-expenditure of more
than 14 percent, concentrating the expenditure on this item in the month of
December; while the whole year the expenditure was below 250 million pesos, in
the month of December it shot up to a figure close to 2 billion pesos. A total of 424
media outlets received official advertising, but only 10 received 45 percent of the
total resources, of which only three received more than half of the resources, the
first beneficiaries being the newspaper “La Jornada”, Grupo Televisa and Medios
Masivos Mexicanos (a group of newspapers).

On the other hand, Mexico is the most dangerous country in the world to
practice journalism; it is also the country with the highest number of kidnappings,
disappearances and murders (in places with no declared war) of journalists (RSF,
2024a). The journalists who are victims of these crimes share specific
characteristics such as the territory where they work, they are journalists who
cover local information, most of them are independent journalists or their media
does not have coverage outside the state, the governor is an authoritarian figure;
Del Palacio (2015) identifies them as "border journalism" and defines them as
"those journalists who work in the physical, political, economic, cultural and
technological margins of a territory” (Del Palacio, 2023:11). These characteristics
increase the risk of suffering some aggravation to their person, belongings or
families. Regarding the territorial margins, the Mexican state of Veracruz is the one
that records the highest number of homicides of journalists, also the border area
with the United States (Del Palacio, 2015). Although there are mechanisms in
place to protect journalists, these seem to be outdated since 650 professionals are
currently protected by this resource. It is worth mentioning the experience of a
well-known journalist named Noguez, who was shot inside an official security
vehicle that was supposed to have protection and escorts while he was
investigating.

The Permanent Peoples’ Tribunal in the session on the Murder of Journalists
(November 2021 - September 2022), declared that the press in Mexico is one of
the main victims of its corrupt and unpunished political structure, which is the
cause of the context of generalized violence by armies fighting for territorial
control. In their registry, they report that from the year 2000 to 2022, 156
journalists have been murdered, 48 during the administration of Mexican
President Felipe Calderén, 47 during the administration of President Enrique
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Pena Nieto. In the administration of President Andrés Manuel Lépez Obrador
have a record of 44 journalists murdered. México has been declared for more than
a decade as the most dangerous country to practice journalism, according to the
indexes of international free press organizations.

The Report on Violence against the Press in Mexico for the first six-month period of
the year 2023, presented by Articulo 19 Office for Mexico and Central America,
registered 272 aggressions, three of them reported as possible murders linked to
freedom of expression. Political and security reporters are the ones who register
the highest number of aggressions in their coverage and within the possible
perpetrators, public officials and private individuals top the list, followed by civil
forces, political parties and military armed forces. However, according to a survey
that measures violence to journalists in the state of Tamaulipas in Mexico, are
those related to their work relationship, within the economic margins, which
refers to border journalism; they are the most common, among them are: hiring
with low salary, limitation of labor support against aggressions, censorship of the
media, self-censorship and misinterpretation of information (Cepeda Robledo,
2018).

Journalists operate with a precariousness declared as acute and this is aggravated
according to factors such as age, gender, employment relationship and the type
of media for which they work (Rick, 2024). Specifically in Mexico, the study on
Journalists in Mexico: survey of their demographic, labor and professional profiles
(2023) applied to 400 professionals allows identifying challenges related to

working conditions such as:

a. Impunity rates, of the total number of assaults, only 14 percent had
access to government protection.

b. Low salaries, a quarter of the journalists in Mexico earn less than 9,000
pesos per month, which represents less than two minimum salaries in
2024.

c. Long working hours, journalists work two or more jobs.

d.  Without access to social benefits, few journalists have social security,
housing, Christmas bonuses and paid vacations.

With this salary, journalists are part of the group of workers known as the
"working poor" (because they do not exceed the income threshold of 3.2 dollars
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per day). The so-called working poor (Auvergnon, 2012) are characterized by
long working hours and very low incomes that affect their quality of life. In
addition to this, journalists can also be grouped among the workers that make up
"the precariat" (Standing, 2018) because they do not have job security, are
informal, have no rights, depend on bureaucratic will, have no occupational
identity, do not control their time and are overqualified.

The Mexican Secretary of Economy indicates that during the second quarter of
2024 there were 32 thousand workers dedicated to journalism and writing,
representing an increase of 10 percent over the first quarter. In addition,
journalists work more than 40 hours per week, 3 percent have another job, and
39 percent are informal workers. The conditions of the press in Mexico are at
risk of suffering any expression of violence and precarious, derived from what
could be a struggle for media power.

5. Working Conditions of Journalism in Zacatecas, Mexico

Zacatecas is in a frontier territory, a space where the federal government does not
intervene in the relationship between the State and the media. The politic figure
of the governor reigns and with it the media logic that determine the forms of
news production. A state dependent on federal programs and resources, security
policies consist of remaining on the periphery; in discourse and in practice it
leaves the responsibility to the federal government. The state of Zacatecas is
among the top ten nationally in terms of the number of intentional homicides
committed in the last five years, leading one of the cities with the highest
perception of insecurity: Fresnillo, Zacatecas. Hanging bodies on bridges, burned
vehicles that close federal highways and a government demoralized by bad media
decisions, allow the state to be seen as a conflict zone.

In terms of crimes against journalists at the national level, they are not among the
first places, but this does not mean that violence does not touch informers but
rather speaks of forced silences areas where journalists have no voice, news
without signatures, half information, to avoid discomfort, leaving open the door
to rumor, uncertainty and fear. In Zacatecas it is evident the conformation of an

anthropology of silence (Lomnitz, 2023).
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In the last 4 years, two photojournalists have been murdered in the municipalities
of Zacatecas. On December 9, 2020, in the municipality dityof Jerez (50 miles from
the principal city), independent photojournalist named Castafio was murdered;
the association Articulo 19 report describes that after 9:00 a.m. he went to the
report of two bodies abandoned on a public road, from which he did not return;
to present day his murder remains unpunished. On March 4, 2022, in the
municipality of Fresnillo, J.C. Mufiiz* (another free journalist) was murdered, he
was reported live for the free media Testigo Minero and took advantage of his time
on the streets to drive a cab. In his case, the State Prosecutor's Office initiated an
investigation with a differentiated perspective as dictated by the Homologated
Protocol for the Investigation of Crimes against Freedom of Expression,
obtaining the conviction of two people for his murder.

There is also a record in Articulo 19° of other types of aggressions against
journalists in Zacatecas. In September 30 of 2014, in the municipality of
Fresnillo, where armed civilians fired gunshots at the facade of the house of
journalist named M. Judrez. Another case also recorded in this portal occurred
during the six-year term of Zacatecas state Governor Alejandro Tello Cristerna
(2016-2021), where public resources were used to exhibit the image of free female
journalist L. Gutiérrez of “Azteca Television”, for alleged reports that served as
blackmail to obtain advertising agreements. Curiously, one day before the end of
the administration, the Human Rights Commission of the State of Zacatecas
issued a resolution requiring the governor within 48 hours to make a public
apology to clean up the public image of the journalist, a situation that did not
occur.

In the last 10 years massive layoffs in the press are common; well-known
companies such as “Televisa Zacatecas” dismissed more than 40 workers
overnight after 28 years of operation (Astilleros, 2024). In addition, journalists

*To respect their memory, the journalists' surnames are included. Many of the cases presented

are still under investigation, although the authorities and investigators have obtained few results.
5 Article 19 is an international organization that defends freedom of expression and the right to
information. Its name comes from Article 19 of the Universal Declaration of Human Rights,
which states that “everyone has the right to freedom of opinion and expression; this right includes
freedom to hold opinions without interference and to seek, receive and impart information and
ideas through any media and regardless of frontiers. In Mexico and Central America, this
association works to protect and promote these rights, and monitors and denounces violations of
press freedom, in addition to supporting journalists and media outlets facing threats and attacks.
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joined nationwide protests to condemn the working and risky conditions in
which they work, during the various days called by the journalists' guild
nationwide, derived from the deadliest year for journalism in Mexico, there was a
demand for a protection mechanism for journalists in the state, a situation
still notaddressed by local legislators (Belmontes, 2022). Actual State Governor:
David Monreal, has stood out for his statements that criminalize and stigmatize
the press, naming them "spokespersons for crime", one in March 2022, where he
recanted and had to apologize (Linares, 2022), however, once again he blamed
the media for the negative perception of security in the state, this occurred during
a collective interview with various media in September 2024.

Likewise, on March 8, 2024, in Zacatecas during the Women's Day
demonstration, two female journalists were detained during their coverage of the
march, along with ten other young women who were in the Plaza de Armas.
Police from different security institutions also scuffled with other women
photojournalists who were doing their work, resulting in three injuries; one of
them, was unable to work for days. According to medical reports, she suffered
serious injuries inflicted by excessive force on the part of the police forces assigned
to guard the event.

6. Conclusion

Among the multiple contradictions of the neoliberal economic model to which
our territory is subjected, is that of journalism. An activity institutionalized as a
counterweight to the power that monitors and denounces abuses, but on the
other hand, as a company that must generate profits to survive within the system,
has as a client the one it monitors. In this paradoxical game between the State
and media owners, the journalist is in the middle. A worker who is subjected to
the violent nature of work in the capitalist system and therefore his work has a
tendency towards precariousness, but in addition to this there is the conflict of a
factitious power struggle, the media, which is in dispute. In Mexico, for many
years it was in the hands of the owners of the media monopolies and now it is
under debate because the State has found ways to weaken it.

The case of Zacatecas is interesting because it provokes to observe the
phenomenon from a territory where the economic, political and social margins
in a context of violence, allow to observe the violent character of a system that
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impoverishes the worker, a state that criminalizes a counterweight and a context
of violence that provokes self-censorship.

The determining conditions of labor described by Engels in 1876 are still valid.
Work not only defines the physical conditions of evolution, but also those of life,
since the violence inherent in certain professions becomes a determining factor.
Professionals who choose to dedicate themselves to journalism assume the
constant risk of death, kidnapping or exile. This work does not ignore the
existence of other figures in journalism who benefit from the political system.
However, the job of reporting on what is dictated by capital, or the government
of the day is not at risk. Therefore, journalistic work is considered here not as a
simple reproduction of information, but as a generator of truth and,
consequently, as an agent of transformation.
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Abstract

From a critical perspective political economy assumes that there is a close relationship between
politics and economics. Unlike classical political economy, it centers on power structures with
political and ideological backgrounds, putting them at the forefront of its analysis without
making a vulgar distinction polity and economy. An uncritical example of such perspective is
seen in the analyses performed towards the AKP. These analyses has been mostly made by some
leading public intellectuals with different political-ideological orientations from right to left in
Turkey, largely used the arguments of classical political economy. They have a perspective based
upon an idea of Islamism being framed around economy and civil society by disregarding
political and ideological processes. This studly tries to criticize such perspective using a critical-
Marxian political economy, and deals with and discusses on the political, economic and
ideological aspects of the AKP and its Islamism together by focusing on the term politicization
of Islam in Turkey.
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A CRITIQUE OF LIBERAL VIEW ON THE AKP
FROM THE POLITICAL ECONOMY PERSPECTIVE
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1. Introduction

here is ‘no organization without intellectuals’, Gramsci (1992) enounces

in his study on intellectuals, thus posing a fundamental argument with

regard to the particular types of intellectuals coincided with particular
types of organization. He states that it is a decisive situation for intellectuals to
form some ideas, organizing and leading them for a -political- organization in
politics. They have been intellectual organizers and leaders of importance in the
emerging and rising of a -political- party or organization (Gramsci, 1992: 334-
335). In this respect, it is no surprise for the AKP to have intellectual power
behind its rising to power in 2002. Though not spoken of a clear link between
intellectuals and class background, that is of an organic intellectual, in the case of
AKP in a Gramscian sense, it can be argued that there has been a particular type
of intellectual corresponding to a -political- organization like AKP. We call it -
such a type of intellectual- public intellectual (Posner, 2001; Di Leo and
Hitchcock, 2016; Cummings, 2005). So, if not an organic intellectual in
Gramscian sense, it seems to have strong public intellectuals to organize its own
-political-organization and take it the lead by framing and referring to some ideas
and values. They played an important role in the AKP’s coming to power in
2002, consolidating and maintaining its political power and politically and
ideologically constituting its own powerful hegemony. Alongside a moral-
intellectual leadership in Gramscian sense, the AKP’s public intellectuals
performed a significative task in the formation and establishment of the AKP
power.

Then, who is public intellectual? How is it defined and framed? What type of
role and function does it undertake in politics? These questions are intensely
significant in terms of understanding what public intellectual is, making it clearer
and accurately framing. Firstly, public intellectual is not what philosophers talk
about a ‘natural kind’, something that comes into being independently of the
needs and purposes of the human observer. In a sense, defining public intellectual
is required demarcating an area of social life that are more likely to attract
intensive attention. Actually, the process of demarcation truly starts with the
‘intellectual’, generally comprehended as someone seriously and properly
concerned with the things of the minds (Posner, 2001: 17). Public intellectual
has a contradictory position whether conservative or radical or some idiosyncratic
combination of opposing positions (Di Leo and Hitchcock 2016: 9). Besides, it
has also an essential position to construct a bridge the world of intellectual
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(whether academics and journalists, or writers and columnists) and the general
public, to provide thoughts and analyses that exemplify and help people to make
their understanding of the world around them deeper. As the leading American
sociologist C. Wright Mills stated, neither the life of the individual life nor the
history of a society can be found out, without understanding both. As a matter
of fact, public intellectual helps us comprehend some connections between them,
i.e. individual and society, and the historical, social, economic and political forces
that molds and transform them (Corcoran, 2012: 4-5). In so doing, public
intellectuals express themselves in such a way that is accessible to the public, and
the core of their expression is on matters of general public concern of (or inflected
by) a political or ideological cast. They may or may not be affiliated with
universities; they may be full-time or part-time academics; they may be journalists
or publishers; they may be writers, columnists, or artists. Even, they may be
politicians, or officials; they may work for think thanks (Posner, 2001: 35).
Hence, it would be surpassingly inaccurate to make the assumption that public
intellectuals are certainly or even often academics. The world of journalism,
within which is columnists and freelance pundits of various intellectual
competences, has been an incontrovertible tradition of public intellectualism
(O’Connell, 2012: 16). Ranging from academics, writers, artists and publishers
to journalists and columnists, public intellectuals potentially undertake an active
role process by bringing forward moral frameworks and schemes of interpretation
which are accessible to the wider public (Corcoran, 2012: 5). They write for a
general public, or at least for a broader than just academic or specialist audience,
dealing with ‘public affairs’, discussing lots of political and cultural matters, in
which are predominantly ideological and discursive debates. As well as ‘social
critic’, they are fundamentally ‘political intellectual’ (Posner, 2001: 23-24). This
‘political” intellectual can take the lead some -political- organizations or groups
by forming political and ideological frameworks, framing political issues and
public debates, and provide them to have political power and become an
ideological-hegemonic force. Indisputably, Turkey’s AKP is one of the most
salient examples of this aspect of public intellectuals.

On this point, it can be spoken of three major public intellectuals that played a
significant role in the AKP’s coming to power and its undertaking political-
ideological hegemony. These are the leading public intellectuals with liberal,
conservative-Islamist, and left-liberal or liberal-left orientations. This is one of
fundamental issues that need to be debated in the AKP period. That is because
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they made inestimable political and ideological contributions to the AKP politics,
strongly supporting by trying to frame such politics from a particular perspective.
This perspective is liberal and built around dominant liberal view in Turkey. It
has an idea of historical-social Islamism grounded by the liberal view. This
Islamism is a basic argument for the liberal view in that the AKP has been
dominant political and ideological force and created its own hegemony. The
liberal view and its understanding of historical-social Islamism reflect a particular
political economy perspective in defining and interpreting AKP politics and
drawing it certain political and ideological frame. This chapter discusses such
political economy perspective mostly based upon the opinion of classical political
economy’, attempting to criticize it from a Marxist political economy perspective.

Firstly, this chapter debates on political economy as a perspective, and tries to
form a frame for it by dealing with different approaches in political economy.
Secondly, it struggles to define, elaborating the political economy approach to
the AKP by liberal view. Thirdly, starting from a particular political economy
perspective, it addresses and criticizes the political economy understanding of the
liberal view. Finally, discussion is finished up with the section conclusion.

2. Political Economy as a Perspective

Political economy is a disciplinary approach. It essentially opposes the argument
that politics and economy should be seen autonomous, and that the areas of
activity can be just understood through these disciplines’ own views separately,
as fundamentally self-sufficient and self-constituted. That is why economics is
concerned with the laws which rule the system of production, exchange and
distribution. Politics is also about the processes through which authoritative
decisions are made in society. As a result, the two have little bearing on each other
(Chandhoke, 1994: 15). Political economy, on the other hand, is described as a
study of the relationship between political motivations, interventions, and
economic policy. It is fundamentally interested in political, cultural and
ideological forces. It deals with how some cultural -and ideological- processes
imposes upon economic actions and dynamics, how religion directs to economic
behaviors, and how whether political, cultural-ideological or religious all the
conflicts is closely associated with economy and economic processes (Alesina,
2016: 1). Therefore, it expresses a strong criticism of the opinion that economy
and politics can be comprehended distinctly from each other. political economy
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brings forward a critical approach, since it sees societies in terms of domination
and oppression. From a holistic perspective, it argues that economic and politics
broadly constitute each other (Chandhoke, 1994: 15-16). In a nutshell, political
economy is an approach that studies the interrelationships between political and
the economics. It can be characterized as the analysis of the political factors in
their interactions with economics (Gupta, 1992: 283). It highlights the
relationships, contexts, dynamics and processes between politics and economy,
asserting that they cannot be absolutely separated from each other.

However, it is needed to state that politics and economy should be broken with
each other with regard to their structures, dynamics, relations, and processes. The
roots of the separation between economics and politics can be traced to the
emergence of the economy as an autonomous field which pursued the formation
of capitalism. At this point, it is observed that classical political economy made a
significant contribution to being laid the bases of the divisions between
economics and politics by prioritizing the economy, disregarding the polity. At
the core of the theories of the classical political economy is the notion of civil
society. It signifies the system of want-satisfaction, arising as a reply to the
demands of individuals going after self-interest and the satisfaction of wants
(Chandhoke, 1994: 16). It and its political economists only focuses on economy
and its structures and processes within itself, as purely distinguished from politics
and political field. For example, economic aspects are the major units of analysis
for them to be considered, ranging from production, free trade, laissez-faire, anti-
interventionist, private property, industrialization, mechanization, competition,
and individualist thinking, i.e. individual interest and satisfaction (Silvant, 2024:
5-7). The classical political economy and economists generally band together in
their recognition of the importance of modes of production. This requires
minimal government in society governed by competing self-interests, more
importantly, stipulating a fair competition in an uncorrupted free market, where
too much distinct self-interests would balance each other for the general good
(Wolloch, 2022: 294). The term competition is a decisive component here. It is
not only an economic concept but also a political and moral principle in that it
assumes the idea of the social harmony of private interest. Thus, as well as the
social harmony of individual interests, it at the same time underlines that the
room for state intervention is necessarily restricted (Beraud and Silvant 2024: 68;
Beraud and Numa, 2024: 12). This is because intervention by an external agency,
like the state, in civil society can be disruptive of this harmony. Strictly speaking,
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this perspective trivializes politics, and attention attracts from the decisions and
actions of the political institutions, to the ways in which individual acts and needs
are constituted and satisfied in civil society. Basically, it centers upon civil society,
that is not only with material organization, but with regulative principles of
society, such as the value produced by labour, and the distribution of incomes.
All these influences an absolute separation between the economic and the
political, depoliticizing the economy (Chandhoke, 1994: 17). Generally
speaking, behind such perspective seems to have had a powerful economism that
sees economy as some economic processes and type of production within itself,
as a part of separation of civil society-state or the political and ethe economy, by
undervaluing political and ideological field, structures and processes.

We have a critical remark about such perspective. It uses a Marxian political
economy in criticizing that perspective. In the Marxian theory of political
economy, as the field of a relation of production economy takes on the most
significant and strategic position. It functions not only as a major area for other
economic relations, like the relations of exchange, of distribution, of
consumption, but as a sphere of the political as well as the ideological
superstructures (Gupta, 1992: 285). As a theory, Marxist thought highlights
intellectual and political engagement, claiming that politics and economy cannot
be isolated from each other. It sees the economy itself as a supremely political
object. Political conflicts over power are fundamentally conflicts directly related
to access to economic resources. So, it observes the economy and politics as
analytically distinct, but conceptually fused (Chandhoke, 1994: 20). Looking
through a ‘purely economic’ standpoint disregards the other major elements of
economy and the nature -the essence- of capital as a juridical, and -ideological-
political form (Marcus, 1975: 352). As the political and ideological
factors/structures would play an active role in the structural determination of
social classes, it cannot be the case for separating them from economics, and type
and relationships of production. So, in a Marxian political economy, the main
questioning of interest is the character of the capitalist state, namely, what are the
characteristic components of such a state and what class interests it mobilizes and
why (Gupta, 1992: 285). As a basic critical approach, the Marxian political
economy takes as its starting point the assumption that a given human society is
materially rooted and politically formed. It sees the economy itself as a deeply
political object. Because the economy and politics has strong ties between them,
as constituting each other. The -capitalist- production process comes into being

214



ESSAYS ON
ECONOMICS & POLITICAL ECONOMY
Editors: Sevket Alper Kog, Ismail Siriner

by a supremely political act. The economy does not operate in a vacuum. It is a
part of a larger political dispensation. The basic reason why this is so is that the
capitalist economy would not exist, unless the favorable political conditions are
come forward. In capitalism, the existing relations of production reflect a
particular form of juridical and political-ideological relationships — modes of
domination and coercion, forms of property and social organization
(Chandhoke, 1994: 22-23). Thereby, in the Marxist critique of classical-liberal
political economy, what is so clear is that political-ideological structures and
processes are so decisive and crucial as economic ones are. They are something
generating rather than excluding each other. Particularly, in capitalist economy,
the political and ideological processes are the most significant and essential part
of what comes about in the structure and relationships of production. The
political cannot be easily ignore. Rather, the role of the political in the economics
needs to be explicitly recognized and carefully took account (Gupta, 1992: 287).

3. The Political Economy Approach to the AKP in Liberal View

Sharing among a great many leading public intellectuals in Turkey from liberals,
conservative-Islamists to left-liberal and/or liberal-left, the liberal view looks the
AKP politics and its changing understanding of Islamism through a more
historical-social Islamism. The historical-social Islamism is grounded on
economy, free trade, civil society, individualization, and social class by keeping
out political and ideological structures and processes. It might be called a reading
of the classical-liberal political economy of Turkey’s Islamism in general, the AKP
and its Islamism in particular. One of the foremost concepts of this reading is
globalization. The foregoing public intellectuals discuss the concept on the basis
of economic processes, i.e. production, trade, or individual thinking. They
underscore the term globalization in different ways. For example, one of these
leading public intellectuals, Etyen Mahcupyan speaks of a global condition in
debating Turkey’s Islamism, stating that:

Following the Welfare Party and the AKP, Turkish Islamism has a Muslim
mass movement. .. This movement aspired after globalization in accordance
with individual goals, attempting to produce new centres by using distinct
channels (Erden, 2018: 160)
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Stating that behind the post-1980 Islamism mostly lied globalization, Fuat
Keyman amounts a similar view, underlining free market economy and economic
liberalism. He says that:

The striking development of the post-1980 period has been free-market,
economic liberalism, globalization, and the transition from import substitution
to export promotion. This new situation that all these revealed in hegemonic
manner fundamentally created a very important break in Islamism. In Turkey,
the post-1980 Islamism experienced a critical breaking point with ideology and
sociology (Erden, 2018: 161).

One of the leading public intellectuals defined as left-liberal and addressing
globalization from a different perspective Omer Laginer talks about a structural
change. Together with the emerging of such change, he clearly expresses that:

With Islamist-conservative tendencies these men had no longer intentions ro
open small grocery store, or to engage in fresh vegetables export. Rather, they
have attempted to set up large factories from furniture, textile, and elevator ro
construction. They now pursue international things, namely money movements
and financial world, by coming into contact with ousside. After this, there
would be a new sociology and Islamism which all these brought along (Evden,
2018: 161).

Nevertheless, unlike Laginer, Baskin Oran sees globalization as a major economic
change transforming Islamism. To him,

Introduced as international capitalism, globalization would be an economic
variable because it has bourgeoisified these groups, namely Islamists, taking up
Jforeign business. Meanwbile, thanks to bourgeoisifying, they would turn into
religious Muslim, not Islamists so on. In a sense, they would cut loose from being
Islamist as a political outcome which international capitalism has created

(Erden, 1980: 161).

Globalization is a complicated economic process. It paved the way for a
significant change and transformation in processes of production, forms of
trading and economic sectors. At the same time, it brought about the flow of
images, symbols, knowledge, identity, and culture, accelerating the growth of
media systems and communication technologies. In other words, the outcomes
of globalization are also needed to see in identity, belonging, and new types of
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socialization. One of the prominent liberal public intellectuals, Ali Bayramoglu
touches on this side of Turkey’s Islamism, along with AKP. He argues that:

After 1980, Islamism can be interpreted as the emerging of a new identity
Jollowing a new socialization, network, belonging, and identity- based-and -
individualist movement. Such an Islamism would be a reflection of globalist
Islamic language and outside world. If this new politics is wished to be
understood, it will be, too, needed to look at globalization discussions (Evden,
2018: 162).

With liberal-conservative dispositions, a journalist, Levent Giiltekin thinks that
there has been some powerful connections between globalization and mass media
and communicational tools. In company with production technologies in
economy, they created a new situation in the formation of individualization and
individual thinking in world. Giiltekin puts it this way:

For instance, in the past we were living in a village where we all generally share
about same understanding in the matter of Islam. But, now the world became
a village and communication tools gradually developed. What one understand
Sfrom Islam is no longer same with other. One understand something else while
reading a verse from the Quran, someone else does more something else when

reading (Erden, 2018: 162).

Cited above the public intellectuals have read globalization as a form of the
change and transformation coming about in economy and economic processes,
media technology and communicational tools. They restructured the social base
of AKP Islamism and Turkish society, particularly bringing about a major change
in Turkey’s Islamism as well the AKP politics in terms of class formations and
capital accumulations. The driving force of such change and transformation has
been economic liberalization and global-neoliberal economy. Globalization is a
decisive process in the change and transformation in question. It has played a
major role in either economic structure and processes or the formation of
individual thinking and identity and individualization.

Another dimension of globalization is composed of international dynamics and
global forces. One of them is European Union. In their approach to the AKP,
the public intellectuals remark that it has been one of the crucial points of
globalization following economic liberalization initiated in the 1980s. It was a
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big step for the AKP in that it symbolizes a fundamental change. Fuat Keyman
observes this as a part of the change in the AKP’s approach to global forces. He
denotes that:

In the AKP, the dominant political disposition more interested in the
integration with global and European markets. The actor of this change has
been the [DP. This party has always attached a great importance to free market.
When looked at free market-Islamism relationship, free market preceded the
other within the party (Erden, 2018: 150).

From the liberal public intellectuals, also an academician and journalist, Thsan
Dagi sees the AKP politics as an outcome of globalization process, trying to read
its changing understanding of Islamism in the context of global politics. He
enunciates that:

Turkey the EU politics, the integration with international order, and the
understanding of a global politics create some fundamental changes in the sense
of law, democracy, and individual autonomy. As a matter of fact, the AKP has
also adopted and maintained such politics by looking at political constraints in
Turkey, and we have supported it as well. As liberals, we have seen and
promoted this politics as a significant step and a way out for getting rid of the
present tutelage regime in Turkey (Erden, 2018: 181).

Another significant concept of the political economy reading concerning the AKP
is that of civil society. Interpreting the AKP from a political economy perspective,
the foregoing public intellectuals also use the term civil society, trying to frame
and analyze the AKP and its Islamism through it in their discussions. They
consider that Kemalist-modernist revolution and the ‘strong state tradition from
the Ottoman to the Kemalist-secular republic, posed a challenge to the formation
of civil society in Turkey. Their argument for civil society has powerful economic
implications, as well as an issue of democratization in Turkey. One of the
foremost left-liberal public intellectuals, Laginer poses lack of civil society as a
basic problem, seeing the AKP as an opportunity in the consolidation of civil
society. According to him:

There is a fundamental conflict between Turkish military, which has been the

leading actor of the coups with its interferences in democracy and -civil- society
in Turkish political history. A democratization has been possible by making this
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society stronger, which has mainly consisted of Muslims, or religiously-
conservative groups culturally and middle classes economically, on the condition
that Turkish army’s power on Turkish politics and democracy has been
shattered and deactivated (Erden, 2018: 103).

Unlike Laginer, Keyman tries to make a reading of the AKP politics through the
center-periphery relationships. He emphasizes economic structures and
processes, understanding and framing civil society in a more economic sense. He
explicitly argues that:

Economic Islam gradually begun to be important. There was an Islam which
has become stronger by excessively integrating with economy. More importantly,
after 1980s, there was an Islamism that had been the carrier of this change and
gained strength with globalization and Europeanization in the periphery on the
basis of urbanization and the formation of middle classes in Anatolia in the
context of the centre-periphery relationship (Erden, 2018: 107).

With strong economic bases, this reading is articulated with neoliberal economic
policies dominating in the post-1980 Turkey. From the left to the right the
public intellectuals begin to lay stress on some economic processes, such as
production, capital, technology, and market. Among the public intellectuals
some draw a special attention to the post-1980 period in that it was restructured
by the neoliberal economic policies which had provided important opportunities
and potentialities for new social groups or classes laying the bases of Islamist
politics. For instance, Laginer overtly underscores this:

The 1980 was a break and jumping. A critical social base began to emerge. In
1980s, in Turkey a seriously provincial awakening became economically. In
earlier times, in Anatolian the provinces like Denizli or Gorum were being
ignored. But now? From Kayseri to Gaziantep, the merchants turned into
industrial things. They were carrying on business with handbags. The exports
were increasing...etc. They began in 1980. In Turkey total foreign trade volume
(exports plus imports) was 10 billion. It has been 400 billion at the present
time. Furthermore, whilst all of these had been doing, in Turkey the traditional
riches protected their industrial positions, but their shares in total decreased.
The brand-new actors were born. An industrial and merchant class were rising,
which consisted of those who had big companies with almond mustaches and
Sunni background. It was something that had lent a persuasiveness and

219



A CRITIQUE OF LIBERAL VIEW ON THE AKP
FROM THE POLITICAL ECONOMY PERSPECTIVE
Ozgiir Olgun Erden

seriousness to expressions which we were developing the country and either doing
this or it. Those were forming the AKP’s backbone as a -new- middle class.”
The AKP was taking an active role in this class’ social leadership (Erden, 2018:
175-176).

The Ozal period was a critical point for a neoliberal reading of Islam(ism). As
Lacjner stated, new social actors were arising. Behind the emergence of those
actors was OZzal’s neoliberal economic policies. Bayramoglu also gives particular
importance to this period which OZzal carried his own policies into effect. He
pronounces that:

In the Ozal period, in the pursuit of somewhat being prepared technological
infrastructure and being incorporated into the small markets in the West (of
Turkey), we passed from a time when the small and medium-sized capital ever-
increasingly had a chance and demanded from either the bank, the economic
system or the share in the centre. This period was also the economic
infrastructure of the Welfare party and Islamic movement and one that those
actors and the small and medium-sized capital had burst. That is to say, on the
one hand, an Anatolian capital which has been reborn as a class. This at the
same time was a formation to have arisen out of crowding most elements like
socio-economic causalities, class factors, and so on together, in the world and
Turkey, as we know (Erden, 2018: 176).

The AKP’s public intellectuals move from a particular political economy
perspective, trying to frame the AKP politics and its Islamism through it by
referring to globalization, civil society, neoliberal process, individualization, free
trade, capital accumulation, and international dynamics. In so doing, they bring
forward an idea of historical-social Islamism, and struggle to define this Islamism
on the basis of the changes and transformations in socio-economic processes from
globalization to capital accumulation. The basic feature of such idea of Islamism
is that it ignores some political and ideological processes and structures, and
attempts to set forth a view of Islamism by overlooking political-ideological
factors and influences. In other words, it plays down political and ideological-
intellectual engagement. It demotes politics and depoliticizes the economy based
on certain definition of Islamism, i.e. historical-social Islamism. What
fundamentally provides this is the political economy approach to the AKP by the
liberal view.
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4. Some Criticism on the Political Economy Understanding of
Liberal View on the AKP

Contrary to a liberal view on the AKP, it can be look through a more critical
perspective in discussing the AKP’s politics and its Islamism. We call it critical
political economy perspective with powerful Marxian orientations. From such
political economy perspective, in dealing with the AKP politics and its Islamism
we consider political and ideological structures, contradictions, and processes,
discussing the political and ideological aspects of economic change and
transformations and their close relationships among them, rather than making a
vulgar distinction between politics and economy. This perspective is based upon
an idea of historical-political Islamism, fundamentally focusing on the
politicization of Islam in Turkey. The historical-political Islamism is an
understanding of Islamism that focuses on how Islam has been politicized in
general within political structures and processes, in particular Turkish political
history and structures. On this point, in the case of Turkey, this Islamism has
been arisen as a result of various historical-political processes occurring in Turkish
politics. strictly speaking, by a historical-political Islamism what we mean is an
Islamism as the politicization of religion based on politicizing cultural, moral and
symbolic aspects of Islam from Tibi’s approach (Tibi, 2001). Tibi emphasizes
that with the foregoing aspects Islam is an instrument of political power and a
guarantee of legitimacy, along with having the opposite political functions. It
promotes a political mobilization with the support of moral, cultural and
symbolic components, legitimizing the existing political order instead of
destabilizing it by attributing to it its religious symbols (Tibi, 2001 and Tibi,
1983). This politicization is not a one-way process, in sense of politicizing Islam
under the leadership of the National View.On the contrary, it is a two-way
process that the politicization of Islam has been realized with cultural, ideological,
moral and symbolic elements. During the politicization, there has been the
secular establishment on the one side, and Islamist politics in Turkey on the
other. For instance, the 1940s and 1950s’ secular establishment was more distinct
from that of the 1920s and 1930s, since it softened its stance against religion
(Zuicher, 2004). In the same vein, the supporter of Turkish-Islam synthesis and
the main actor of political and ideological use of Islam, the 1980s’ secular
establishment had a more different attitude towards religion, Islam, compared
with that of the 1960s and 1970s (Kaya, 2004: 74-106). Taking all of these into
account, it can be concluded that religion, namely Islam, was politicized by the
secular establishment in different periods. This politicization ended up with the
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use of moral, ideological, cultural and symbolic elements of Islam in the context
of being an essential part of identity of Turkish state, and of the increase in the
visibility of religion in public sphere and social life.

No doubt, the politicization of Islam has not singly brought the using of its
moral, ideological, cultural and symbolic elements to the forefront. It has had a
particular political economy viewpoint. During and after its foundation,
Turkey’s Islamism was opposed to capitalist order and its free-market economy
due to having more developmentalist and statist opinions, and an idea of social
justice. It maintained this political position for a while longer, after the 1980s in
parallel with the mid-1960s and the 1970s. However, the 2000s onwards,
following the establishment of the Islamist Virtue Party this position changed,
and adopted a new political-ideological view in accordance with the political-
ideological dispositions by new Islamist-conservative biased capitalist class and/or
economic actors. It was no longer the case for any objection to capitalist order,
neoliberal politics and its economic policies, rather embracing the dominant
argument that there has been no conflict and incompatibility between Islam and
capitalist economic system (Hosgor, 2014 and Sen, 2010). The AKP has been
one of the leading actors of such politicization of Islam in the post-2000s through
its pro-capitalist political-ideological stance based upon neoliberal politics and its
economic policies. From a political economy perspective, its changing politics
clearly shows how closely ties there are among political, ideological and economic
components. It proves that it would not be an accurate view to make a political
economy analysis by separating economic aspects from political-ideological ones.
Based upon a critical political economy view, in Turkey the politicization of Islam
undisputedly expresses once again that political, ideological and economic
elements are intertwined with one another in Althusserian sense (Althusser,
2014).

In Turkey, Islamism as a political-ideological current constitutes a collective-
political entity, as mentioned above, which has been grounded on nationalist and
conservative themes, and moral, symbolic and cultural elements of Islam.
Basically, what has created this collective-political subject in a sense is that it has
been politics beyond given economic interests and cultural bases of one social
group with religious- conservative dispositions, by shaping in certain political and
ideological structures. They consist of a number of ideological-political
compositions —terkip- and syntheses, and political socialization, experiences, and
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struggles in itself, alongside the state and its ideological and repressive
apparatuses. The politicization of Islam can be traced with political and
ideological structures in question. The foregoing politicization has laid the bases
of a historical-political Islamism. Such Islamism has provided a basis for the
formation of nationalist-populist politics shaped around Turkish nationalism,
and a culture-based populism, which would predominate its moralist, symbolic,
intellectual and ideological-cultural aspects in Gramscian sense (Gramsci, 1992).

5. Conclusion

This chapter has tried to understand and explain the AKP politics from a political
economy perspective with critical-Marxian bases. It forms a frame for its critical
perspective by citating from opinions by the AKP’s public intellectuals. This
frame argues that a vulgar distinction between politics and economy poses a
fundamental obstacle for the understanding of the AKP politics on the basis of a
classical political economy. The argument, politicization of Islam, explicitly sets
forth this. As a result for the emerging of a historical-political Islamism, this
argument shows us once again why such critical-Marxian perspective is of basic
importance in comprehending and explaining the AKP and its Islamist politics.

References

Alesina, A. (2016). Introduction: What is Political Economy?. Regards Croises sur I
¢conomie 1 (18): 1-7

Althusser, L. (2014). On The Reproduction of Capitalism: Ideology and Ideological
State Apparatuses. Verso: London

Beraud, A. and Numa, G. (2024). The “Founding Fathers” of the French Liberal
Thought: A-L-C. Destutt de Tracy and Jean-Baptiste Say. (eds.) Gilbert
Faccarello & Claire Silvant. A History of Economic Thought in France:
The Long Nineteenth Century (12-39). Routledge: New York.

Beraud, A. and Silvant, C. (2024). Liberal Economists after Say. (eds.) Gilbert Faccarello
& Claire Silvant. A History of Economic Thought in France: The Long
Nineteenth Century (40-77). Routledge: New York.

223



A CRITIQUE OF LIBERAL VIEW ON THE AKP
FROM THE POLITICAL ECONOMY PERSPECTIVE
Ozgiir Olgun Erden

Chandhoke, N. (1994). Marxian Political Economy as Method: How Political is
Political Economy. Economic and Political Weekly 29 (5): 15-24.
hteps://www.jstor.org/stable/4400722

Concoran, M. P. (2012). Challenging Intellectuals. (eds.) Marry P. Concoran & Kevin
Lalor. Reflections on Cirisis: The Role of the Public Intellectual (3-11).
Royal Irish Academy.

Cummings, D. (Ed.) (2005). The Changing Role of the Public Intellectual. Routledge:
New York.

Di Leo, J. R. and Hitchcock, P. (2016). Introduction: Before the Beginning, After the
End: Toward the New Public Intellectual. (eds.) Jeffrey R. Di Leo & Peter
Hitchcock. The New Public Intellectual: Politics, Theory, and the Public
Sphere (9-30). Palgrave-Macmillan: New York.

Di Leo, J. R. and Hitchcock, P. (Eds.) (2016). The New Public Intellectual: Politics,
Theory, and the Public Sphere. Palgrave-Macmillan: New York.

Erden, O. O. (2018). The Critic of Liberal Approach Towards JDP [Unpublished
Doctoral Thesis, Middle East Technical University -METU-].
hetp://etd.lib.metu.edu.tr/upload/12622895/index.pdf

Gramsci, A. (1992). Selections from the Prison Notebooks. (eds. & trans.) Quintin
Hoare & Geoffrey and Nowell Smith. International Publishers: New York.

Gupta, S. B. (1992). Why Political Economy?. Indian Economic Review 27: 283-289

Hosgot, E. (2014). “Islami Sermaye”. (eds.) Nesecan Balkan, Erol Balkan & Ahmet
Oncu. Neoliberalizm, Islamei Sermayenin Yukselisj ve AKP (215-249).
Yordam Kitap: Istanbul

Kaya, I. (2004). Social Theory and Later Modernities: The Turkish Experience.
Liverpool University Press.

Marcus, L. (1975). Dialectical Economics: An Introduction to Marxist Political
Economy. D.C. Health and Company: Toronto.

224


https://www.jstor.org/stable/4400722
http://etd.lib.metu.edu.tr/upload/12622895/index.pdf

ESSAYS ON
ECONOMICS & POLITICAL ECONOMY
Editors: Sevket Alper Kog, Ismail Siriner

O’ Connell, D. (2012). Within and Beyond These Walls: University Academics as
Public Intellectuals. (eds.) Marry P. Concoran & Kevin Lalor. Reflections
on Cirisis: The Role of the Public Intellectual (15-25). Royal Irish Academy.

Posner, R. A. (2001). Public Intellectuals: A Study of Decline. Harvard University Press.

Sen, M. (2010). Transformation of Turkish Islamism and the Rise of the Justice and
Development Party”. Turkish Studies. 11 (1): 59-84.

Silvant, C. (2024). Political Economy in the Age of Industry. (eds.) Gilbert Faccarello &
Claire Silvant. A History of Economic Thought in France: The Long
Nineteenth Century (3-11). Routledge: New York

Tibi, B. (1983). The Renewed Role of Islam in the Political and Social Development of
the Middle East. The Middle East Journal 37 (1): 3- 13.

Tibi, B. (2001). Islam between Culture and Politics. Palgrave: New York

Wolloch, N. (2022). Moderate and Radical Liberalism: The Enlightenment Sources of
Liberal Thought. Brill: Leiden

Zuicher, E. J. (2004). Turkey: A Modern History. I. B. Tauris: New York

225



ESSAYSON
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This book indeed brings to the fore issues confronting a myriad of subjects within the
economics and political economy domains-collapsing into this space is entrepreneurship,
econometrics, political economies, development economics, and international
economics. Every chapter digs through the ritual of academic effort in shedding light on
pressing global issues and projections-it affords critically understood-notions and insight
towards the economic and political forces shaping our world today.

Therefore, Essays in Economics and Political Economy would possibly give forth a mind-
jerking experience for students, scholars, and various professional-interdisciplinary
readers in all of these areas on important issues affecting humanity on the world’s
scale. Whether you are an expert economist himself or herself, an eager researcher,
or simply a student keen to expand horizons, you would find inside this book those
perspectives, fresh empirical findings, and innovation-think and practice bridge. With
a very comprehensive approach, this volume directs its audience to the complex study
of engaging modern economic and political theory in historical context and modes of
understanding. From microscopic development-economics nuances to methodology
that identifies international economic and political structures, it proves to be both a guide
and spark for conversation in the social sciences.

A book vital for everyone who wants a kind of extension in his or her knowledge
regarding economics, political economy, and allied fields in that such a book is testimony
to evidence about interdisciplinary scholarship and its potency to inspire solutions for
collective global challenges.
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