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Comparison of the Development of Labor and Capital Income in Turkey's Top 1000
Companies Between 1982-2023

Abdilcelil Kog
Turkey

Corresponding Author(s): Abdilcelil Kog (Isparta University of Applied Sciences)
acelilkoc@gmail.com

The aim of this study is to reveal whether there is a general trend by comparing labor and capital income
between 1982 and 2023, using the data set of the Istanbul Chamber of Industry's Turkey's Top 500 and
Second 500 Largest Industrial Enterprises Survey. In addition, it is to determine in which sub-period there
was a radical change in labor and capital income. The companies included in this study produce 25.7 percent
of Turkey's industrial value-added, 8.4 percent of its gross domestic product, and also make 39.8 percent of
Turkey's industrial exports. Therefore, the findings obtained from this study using the data set of ISO 1000
companies are important as they will contribute to understanding the development of the shares of labor and
capital income across Turkey. The methods used in this study are as follows: The ISO 1000 data set was
created by combining two studies conducted by the Istanbul Chamber of Industry. The study covers the period
between 1982 and 2023 and is examined in five sub-periods. In this context, the development of real values
of labor and capital incomes is compared. The shares of labor and capital income in net added value are
evaluated according to sub-periods. In addition, based on the concept of surplus value in Marxist literature,
the annual surplus-value of the ISO 1000 Companies is calculated and the development of surplus value
according to sub-periods is examined. In the last part of the study, the findings are discussed and some policy
recommendations are made.

Key Words: Political economy, Turkey's Top 500 and Second 500 Industrial Enterprises, Labor and Capital Income,
Surplus-Value in Turkey.
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Macroeconomic Dynamics Affecting the FX Position of Individuals
and Non-Financial Firms in Turkiye

Abdiilkadir Dogan, Mete Han Yagmur
Turkey

Corresponding Author(s): Abdulkadir Dogan (Istanbul Technical University)
abdulkadir.dogan01 @gmail.com

In the past few years, foreign currency-denominated asset and liability holdings of households and corporations
have increased to record levels in Turkey. While economic agents generally take such financial positions to
secure themselves against currency risks and to gain an economic return, dollarization may restrain the
effectiveness of monetary policy and increase the fragility of the financial system. Therefore, understanding the
motivations for holding foreign-currency-denominated assets is important for policymakers. In this paper, we
aim to identify the determinants of foreign exchange positions of households and non-financial firms in
Turkiye. Using autoregressive distributed lag (ARDL) and vector autoregression (VAR) models in our analysis,
we find that inflation, the exchange rate, interest rate spreads between the domestic currency and foreign
currency deposits, and volatility in international financial markets are significant in households’ decisions for
holding foreign exchange deposits. For non-financial firms, inflation, dollar spot index, USD-TRY one-month
implied volatility, and cost of funding are negatively correlated with holding foreign currency-denominated
assets; while it is positively correlated with the REER, FX credits by the banking sector, and imports.
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Inflation and Monetary Policy in Turkey during the 21st Century

Ali Hakan Kara
Turkey

Corresponding Author(s): Ali Hakan Kara (Bilkent University)
blara@bilkent.edu.tr

After trying many different monetary regimes, Turkey implemented a floating exchange rate and inflation
targeting regime after the 2001 crisis. Changing economic environment and policy preferences over time
brought about significant deviations from this structure. In this study, we evaluate the stages of monetary
policy in the 21st century within the perspective of global and local developments. The results of monetary
policies implemented especially after September 2021 and their impact on inflation dynamics are evaluated in
the context of conventional macroeconomic theories. In the light of these experiences, some lessons and policy
implications are presented.
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Nanotechnology and Artificial Intelligence: A Patent Review

Angeles Ortiz-Espinoza
Mexico

Corresponding Author(s): Angeles Ortiz-Espinoza (Universidad Auténoma de Zacatecas)
angeles.ortiz.espinoza@uaz.edu.mx

Nanotechnologies are the material basis of the disruptive technologies that make up the so-called Industry 4.0.
Their multipurpose and multifunctional characteristics have made possible their application in various areas,
including artificial intelligence, as they increase information processing capacity and connectivity between
connection points: by means of nanometric devices, it has been possible to generate intelligent software in ever
smaller processors. The link between nanotechnologies and artificial intelligence is an area of research that
promotes the generation of broader technological developments with diverse applications. This paper aims to
make an exploratory analysis of patents in nanotechnology with applications in artificial intelligence that have
been registered in recent years in order to distinguish regional trends and areas of application.

Note: This text is part of the Science Frontier research project #304320 Funded by the National Council on
Humanities, Science and Technology (CONAHCYT) of Mexico.
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Circular Economy In Kosovo And Oecd Policies As A Model

Arijeta Neziraj Elshani, Shenaj Haxhimustafa
Republic of North Macedonia

Corresponding Author(s): Arijeta Neziraj Elshani (South East European University)
an31448@seeu.edu.mk

Nowadays, countries are shifting from linear economy to circular economy to increase economic growth and
environmental protection. This shifting requires financial funds and wide awareness for benefits of
environmental protection and represents a challenge for countries in transition. In this case, a strategy for
developing countries could have been the following of the policies implemented by developed countries. This
paper studies the opportunities, challenges, and benefits of the circular economy in Kosovo. The methodology
applied in this paper includes the summary of findings and publications from the country's institutions,
international organizations, and other authors. Kosovo has so far taken several steps in the implementation of
the circular economy in the country through the issuance of laws, international agreements, and projects by
international organizations. However, there is still work to be performed before the implementation and full
extraction of the significant benefits that the circular economy can bring. Three econometric models for the
implementation of the circular economy from OECD countries are also included in the paper for comparison,
in order to suggest political models which could be followed by Kosovo and other developing countries.

13
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Commercialization of Textile Products: The Impact of Transnational Fast Fashion in
Mexico

Armida Concepcion Garcia
Meéxico

Corresponding Author(s): Armida Concepcion Garcia (Universidad Auténoma de Zacatecas)
armisgarcia@uaz.edu.mx

Informal textile trade is a globalized socioeconomic phenomenon whose impact on the Mexican textile industry
has generated imbalances in its production processes and sales volume. Tons of textile merchandise known
colloquially as "bales" that come mainly from the United States of America, are distributed throughout the
country without the supervision or control of the authorities through smuggling and large-scale distribution,
and whose commercialization has increased exponentially in recent years. After the economic closure due to
the COVID-19 pandemic, we find an industry that has diversified not only in the public markets or clothing
stores but also in the digital space, creating an informal infrastructure that has allowed it to survive, maintain,

and develop.
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The State and Banking Sector Relationship in Financialisation:
Recent Developments in the Turkish Economy

Aylin Soydan
Turkey

Corresponding Author(s): Aylin Soydan (Istanbul Okan University)
aylinsoydan@yahoo.co.uk

In the past few years, the economic policy stance in the Turkish economy, more particularly the monetary
policy trajectory, has been criticised by various circles. While the government has taken steps prioritising
economic growth, employment and exports, largely due to political concerns, the banking sector has been at
the centre of policy implementation. The Turkish economy has been going through financialisation over the
last few decades, and the banking sector has had a central position in this transformation. Financialisation, in
both the core and the periphery, has led to significant changes in the conduct of financial and nonfinancial
companies, households, and certainly, of the state. This is also what has happened in the Turkish economy.
As the state plays a critical role in capital accumulation by setting the rules of the game, overlooking the
functioning of the system, resolving conflicts, and more directly, implementing economic policies, its actions
and preferences have impacts on the behaviour of economic actors during financialisation. This study focuses
on the relationship between the state and the banking sector in the Turkish economy and aims to investigate
the implications of the recent economic policy measures for the latter.

Keywords: Turkish economy, peripheral financialisation, macroprudential tools, monetary policy, banking sector
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The Impact of Inflation on Ottoman Wagqfs

Aysenur Karademir
Turkey

Corresponding Author(s): Aysenur Karademir (Glimiishane University)
aysenurkarademir@yahoo.com

This study focuses on the impact of the inflation on Ottoman endowments, commonly referred to as wagfs.
It is crucial to emphasize that the Ottoman economy operated within a coinage system. Initially, it adhered
to bimetallic system until 1477 when gold coins introduced for the first time. The official currency of the
Ottoman Empire was the akge, silver coin, which maintained the status until the seventeenth century.
Concurrently, European nations were experiencing substantial commercial growth during the same period,
and the discovery of America led to a significant influx of gold and silver. This influx, in turn, triggered price
increases and inflation. The closed nature of the Ottoman economy could not shield it from the impact of
these global changes. Research has shown that from the sixteenth century onwards, the silver content of akge
decreased while prices increased within Ottoman Empire. This study is dedicated to exploring the question of
how inflation affected the waqf institution within the Empire in the seventeenth century using the archival
records, belonging to the wagfs, in the Ottoman Archives. The waqf institution played a fundamental role in
Ottoman society, providing a wide range of services from education to healthcare. It employed thousands of
individuals across the empire, offering them regular salaries. This research seeks to explore the response of
inflation on this essential institution, which played a crucial role in organizing and sustaining various aspects
of social life.

16
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Social implications of Artificial Intelligence in education

Betiana Vargas
Meéxico

Corresponding Author(s): Betiana Vargas (Universidad Auténoma de Zacatecas)
betianaevargas @gmail.com

Artificial intelligence, in conjunction with other disruptive technologies characteristic of the "Fourth Industrial
Revolution," is rapidly transforming numerous industries, including the educational sector. These technologies
accompanied the exacerbation of inequalities. The extraction and appropriation of our data available on the
Internet serve as the raw material for training artificial intelligence systems, which tends to favor the dynamics
of privatization and commodification of general social knowledge. This study aims to examine the social
implications of Artificial Intelligence (AI) in educational processes. The working hypothesis suggests that if Al
is based on past information, it tends to reproduce existing social patterns, overlooking potential and creative
alternatives. The study seeks to reveal, from an educational standpoint, the impact of Al on new schemes of
accumulation that originate in the digital space but have significant implications in the political, social,
normative, and developmental realms.

Note: This text is part of the Science Frontier research project #304320 Funded by the National Council on
Humanities, Science and Technology (CONAHCYT) of Mexico.
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In the dynamic landscape of the logistics sector in Tiirkiye, the imperative to integrate social sustainability
practices has become increasingly apparent. This study embarks on a focused exploration into the social
sustainability dimensions of Turkish logistics companies, dissecting their sustainability reports to discern the
extent and nature of their commitment to social responsibility. As the logistics industry plays a pivotal role in
the intricate network connecting production to consumption, understanding and enhancing its social impact
is crucial for fostering a more responsible and resilient business ecosystem. The research employs a qualitative
approach, utilizing content analysis through document examination to scrutinize expressions related to the
social sustainability dimension in sustainability reports of logistics companies in Tiirkiye. In conclusion, the
findings underscore a prevalent trend in Turkish logistics companies where sustainability reports, while
acknowledging the social dimension, exhibit a limited scope in social sustainability indicators. This observation
suggests a potential inclination towards utilizing these reports for promotional purposes rather than as
comprehensive documentation of actual social sustainability practices. Moreover, the study highlights the
critical need for conceptual clarity in understanding sustainability terms, emphasizing the nuanced distinctions
among "Corporate Sustainability," "Corporate Social Responsibility," and "Social Sustainability” for a more
informed and targeted approach to sustainable business practices. The research's outcomes offer valuable
contributions for business managers, stakeholders, and the academic community.

Keywords : Social sustainability, sustainability reporting, sustainable logistics.
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Green growth refers to economic progress that is environmentally sustainable. This study examines the impact
of green innovation, renewable energy consumption, and institutional quality on green growth in African
countries, controlling for GDP per capita, trade openness, foreign direct investment (FDI), population, and
natural resource rent. The short- and long-run relationships are investigated using the Pooled Mean Group
model with panel data for 48 African countries from 2000 to 2021. The findings reveal that green innovation,
renewable energy consumption, institutional quality, GDP per capita, trade openness, and population growth
have positive long-run effects on green growth. In contrast, FDI and natural resource depletion have adverse
effects. In the short run, only institutional quality and GDP per capita positively affect green growth, while
natural resource depletion has a negative impact. These results suggest that in order to foster green growth in
Africa, policymakers should prioritize improving institutional quality, promote green innovation, and induce
the adoption of energy-efficient technologies.
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Just as all resources in the world are limited, energy resources are also limited. On the other hand, energy
demand has increased most of the time. Especially after World War II, energy consumption and demand began
to increase rapidly. Developments such as the development of technology, industrialization, transportation,
infrastructure and increase in international trade have been effective in increasing energy demand. Both supply
and demand imbalance and political, military or economic events in the international arena have affected the
energy markets. While production and energy demand decreased during the Covid-19 epidemic in recent
years, production and energy demand began to increase rapidly as the epidemic lost its effect in the world.
With the Russia-Ukraine war that started on February 24, 2022, EU countries, which especially meet their
energy needs from Russia, have turned to other supply sources to meet their energy needs. The aim of this
study is to examine how EU countries responded to the energy crisis that emerged with the Russia-Ukraine
war, through demand, substitution and supply, using the descriptive analysis method. While the share of
Russia among the countries from which the EU supplies energy products decreased, the share of Norway,
Saudi Arabia and the USA in oil, and the share of Norway, Algeria and the United Kingdom in natural gas
increased. The share of Norway, Qatar and Algeria in the EU's liquefied natural gas (LNG) imports has

increased.

Keywords: Energy, Energy Crisis, Energy Supply.
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While women's participation in both education and the labour force is increasing all over the world, it does
not seem possible to say that these data are reflected in the labour market at the same rate. While women
continuously increase their achievements at all levels of higher education, including in fields dominated by
men, they are far from being rewarded in the labour market. While trying to fulfil gender-based obligations in
the private sphere, their efforts to obtain a job are also made difficult by gender-based perceptions and practices.
With the increase in women's participation in the labour force, men's dominance in some jobs in the market
tends to decline. However, it still continues especially in some occupational fields traditionally seen as men's
work and in high-paid jobs in general. On the other hand, it is also observed that wages and other incomes are
declining in feminised occupational positions. In any case, the fact that women are in employment does not
mean that they have access to the same status and incomes as men, even if they do the same work. This research
seeks to answer questions such as why occupational segregation in the labour market continues despite the
increase in women's educational achievements and labour force participation rates, and how some jobs are
feminized while others are still dominated by men. In this context, in addition to data from the world and
Turkey, concepts such as gender-based occupational segregation, occupational prestige, gender-based self-
expression and social interaction are used.

Keywords: Gendered Labour Market; Occupational Prestige; Gendered Self-Expression; Social Interaction.
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The advent of the behavioral aspect in accounting and finance highlights the recognition that investors and
managers do not always act rationally. Decision-making processes are acknowledged to be influenced by a
combination of rationality and emotions. In this behavioral perspective, individual biases can impact managers,
hindering them from making decisions solely on a rational basis. The objective of this paper is to provide a
literature review of the main studies performed in the field of behavioral managerial accounting; in particular,
the relationship between the behavior of costs, the cognitive biases individuals utilize, the accuracy of cost
prediction and control issues. The paper starts by giving a historical review of the origins of behavioral
managerial accounting, the first studies conducted in this field, then it continues to review the main studies
performed about the effect of cognitive biases on cost behavior, cost predictability and control issues. Although
this paper itself is not an empirical research, it provides insights into the main research performed. It draws the
attention of academicians to the most important considerations to think about when performing further
studies in the future.
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Integrating artificial intelligence with nanotechnology represents a challenge to the progress and development
of the Global South. Especially when considering that industrialized countries lead the entire value chain of
these emerging technologies, that is, research and development (R&D), manufacture, and commercialization.
However, the challenge is more significant when considering the articulation of these strategic technologies in
transversal economic sectors that may imply an amplification of socioeconomic inequalities between the
countries of the center and the periphery. In this paper, we discuss the implications of furthering the
convergence of artificial intelligence and nanotechnology from a critical perspective.
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At a time when we are witnessing a deepening of what some authors call platform capitalism, this article sets
out to periodize the evolution of digital platforms. We propose to reconstruct the history of these platforms,
from their etymological origin to the process of their massive diffusion in the context of the "digital
transformation” of current business models. This periodization seeks to highlight the main qualitative leaps
made by the technologies of the "digital platforms” and to show the fundamental trends of their evolution.
The text aims to insert this technological evolution within global economic trends, showing the relationship
of mutual determination between economic and technological dynamics.

Note: This text is part of the Science Frontier research project #304320 Funded by the National Council on
Humanities, Science and Technology (CONAHCYT) of Mexico.
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The main problems of Russian foreign policy in the 90s and 2000s of the last century were weakness of the
state power, distrust of foreign partners and foreign debt. The attitude of the international community towards
Russia was largely determined by its huge foreign debt and unstable economic situation. For January 1, 2000,
Russia's debt amounted to about 60% of the country's GDP. The main direction of Russian foreign policy in
2000-2006 was a solution to financial problems. Thus, having solved the financial problems, Russia finally
managed to return to the stage of world politics and carve out its own niche in the international arena. This is
evidenced by the fact that in 2006 the country chaired the G8. Openly declares and consistently defends its
national and geopolitical interests. Debt relief allowed the Russian authorities to confidently defend their
position in dialogue with the West. Putin was able to regain Russia's lost positions and create a more or less
strong and accountable state, thorough financial revival.

Keywords: Russia, Foreign debt, Economic power, Revival
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The reduction of inflation in Mexico in the 1980s and 1990s was raised as one of the priority objectives of
economic policy to boost economic growth, in a critical economic and social scenario for this country. The
historically high levels of external indebtedness not only meant an internal crisis but would also impact the
solvency of the main creditors. Rising government deficits, rising unemployment, and enlargement forced a
rethinking of economic policy that led to an economic transformation to maintain access to international
credit. In recent decades, monetary policy became an instrument that aimed to ensure conditions to promote
macroeconomic stability and reduce fluctuations in economic activity and employment. Although at the
beginning, during the last two decades of the 20th century it seemed that reducing inflation was the only
objective to be achieved. The objective of the article is to announce how, through the management of the
transmission channels of monetary policy, such as interest rates, credit, asset prices, the exchange rate, risk
taking and expectations of inflation, the aim has been to maintain stable inflation and has managed to reverse
the lag in economic growth. At the center of the discussion, inflation and its undeniable influence on the price
formation process is taken into consideration.
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Nowadays, we witness rapid developments in information and communication technologies every day.
Technological developments, one of the most important dynamics of the age, deeply affect and transform
country economies and individuals' lifestyles. Companies are constantly working to make new inventions or
improve their existing technologies in line with their goals such as providing solutions to today's complex
problems, increasing company performance and gaining competitive advantage. Recently, we see that 'wearable
technologies' have started to be used in many sectors, from education to health, from industry to science, to
increase information access and make human life easier, accelerating digital transformation. Generally, there
are wearable technology products in different forms such as smart watches, smart glasses, and smart jewelry on
the market. In this study, the '‘payment ring' example, which is one of the wearable technology examples, is
discussed. As soon as bank customers bring their payment ring, which is an example of new generation payment
technologies, close to the POS device, the wearable payment device automatically works and they can complete
their shopping contactlessly -pin less. The study was designed to understand the intention to use and
expectations of bank customers in Turkiye regarding payment rings.

Keywords: wearable technology ,intention to use, marketing, artificial intelligence.
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In a sense, the discipline of economics has been built on prices and internal linkages between prices. The Hicks-
Hansen model (IS-LM) is one of the important efforts in this direction. Although it is separated into real and
monetary terms, economic truth is analysed in terms of prices. Even if it is described as "degenerated Keynesian
analysis" in the literature, we are systematically confronted with the fetishistic articulation of prices. Since the
starting point of the IS-LM model is "rational economic agents", prices meet at the equilibrium point. The
problem is determined within the equilibrium paradigm. Let us try to bring the analysis a little closer to reality.
Let us move the prices (prices, wages, interest rates, exchange rates) and the markets that determine these prices
to the functioning, that is, to the capital accumulation based on the nation-state backed industry. We will
analyse the inflation phenomenon through prices and markets that have gained their content. If the rational
behaviour of the actors keeping the markets in equilibrium does not determine prices under equilibrium
conditions, what can be the source of the increase in the general price level of commodities (in the sense of
products)? Or what is it intended to be? Are price determinations and the phenomenon of inflation subject to
the same functioning in late capitalist societies in which markets are in the process of formation as they are in
the conditions when the markets necessary for capital accumulation are competent and mature? How can the
links between prices be analysed through inflation, especially in the ongoing process of articulation to markets
(commodity, labour-power, money) on a world scale? Analysing these and similar questions through Turkey
as an economy in late capital accumulation will be the main determinant of the presentation.
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Precision medicine is a research area that has attracted much attention in recent years. The aim of this paper
is to frame the development of precision medicine in the context of current and potential social, political, and
economic contradictions. In this context, a comparative historical methodology is applied, supported by
studies of philosophers and historians of medicine. The first part of the paper is devoted to the analysis of the
current situation in the field of precision diagnostics, focusing on the current state of the art of the field. The
second part is focused on the study of the progress in precision medicine. From a public health perspective and
given the arguments presented, it is likely that personalized medicine will lead to greater inequality between
countries and regions and within different social sectors.

Note: This text is part of the Science Frontier research project #304320 Funded by the National Council on
Humanities, Science and Technology (CONAHCYT) of Mexico.
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Recently, a sticky and stubborn inflation process has been experienced in the US, Europe and locally in Turkey.
The inflationary environment has pushed many central banks to raise interest rates. All developed economies
measure inflation from the sampling basket they have created. In Turkey, TurkStat is the main authority for
inflation measurement. Recently, inflation measurement approaches have been the subject of debate due to
high inflation. In our study, we will first try to determine an approach to inflation from the net sales growth
measurements of stock exchange companies in the last 3 years. In the second stage, various effects of inflation
on financial statements are analysed. In an inflationary environment, many foreign investors and many
international institutions demand that the balance sheet and income statement be measured with inflation
effects in order for Turkey to be removed from the grey list. In this respect, Turkey plans to adopt inflation
accounting in 2024. In the third stage, the borrowing tendencies of many companies in an inflationary
environment were analysed. Since debts shrink in real terms in an inflationary environment, this can be
considered as a strategy in borrowing policies. Finally, inflation also has an impact on tax policies through
profitability and tax revenues. As a result, our study presents a different measure of inflation and analyses the
effects of inflation on financial statements, borrowing habits of companies and tax policies. In our study, the
data of companies traded in Borsa Istanbul are used.
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While there is an abundance of scientific studies on how economic development can take place, there are
comparatively fewer examinations focused on the factors that sustain continuous economic development. In
this study, based on Peter Evans' classification of the state, the focus is on the question of the areas in which
developmental states, independent of the policies they initially pursued, are still successful today. Thus, within
the framework of the relationship between development and corruption, the Corruption Perceptions Index,
an international data source, has been utilized to compare selected examples from these states. Ultimately, it
has been observed that, as indicated by Evans, developmental states exhibit low corruption perceptions, while
mediocre states tend to have high corruption perceptions. Similarly, the phenomenon of a decline in political
corruption has been identified in developmental states that correspond to the prosperity period characterized
by Walt Whitman Rostow as the final stage of development. The indicators presented in the study carry traces
of strong connections between corruption and economic development on a country-specific basis.
Additionally, the study emphasizes the development of a bureaucracy based on a meritocratic foundation as a
means to address politically corrupt forms of corruption, highlighting the necessity for administrators and all
stakeholders in society to adopt a resolute stance against corruption.
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The rapid advancement of Artificial Intelligence (Al) technologies has triggered a paradigm shift in the global
job market, with profound implications for both developed and developing nations. While Al has the potential
to boost productivity and economic growth, it also raises concerns about job displacement and inequality. This
study explores the multifaceted implications of Al on employment in developing nations, considering its
impact on various sectors, skill sets, and policy responses. By analyzing the current landscape and future trends,
this work aims to provide a comprehensive understanding of the challenges and opportunities that Al presents
for developing economies.
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Nowadays, most of the central banks apply inflation targeting policy, so one of the most debated issues in the
economy is the relationship between inflation and interest rate. This study aims to examine the Fischer
hypothesis, which suggests that nominal interest rates move with inflation in the long run, and the Neo-Fischer
hypothesis, which suggests that nominal interest rates have a determinant effect on inflation rates in the long
run, in 30 Asian countries. Annual inflation and interest rate data for the period 2002-2022 are obtained from
the World Bank and International Monetary Fund databases. Using the cross-sectional dependence test, the
delta test and the Emirmahmutoglu-Kése panel causality test, on the one hand, the results of the cross-sectional
dependence tests are used to estimate the existence of interdependence between cross-sections, and on the other
hand, the results of the panel causality tests are used to investigate the Fischer and Neo-Fischer effects country
by country. The causality analyses show that the number of countries with an effect of interest rates on the
inflation rate is higher than the number of countries with an effect of inflation on interest rates. In other words,
it is concluded that the Neo-Fisher effect is more valid in this analysis of 30 Asian countries.
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The aspect of Islamic pension funds, which are among the religious-based funds to reducing inequality in
society will be emphasized. Participation pension funds in Tiirkiye operate according to Islamic principles and
provide services in accordance with international interest-free finance standards. In the research, participation
pension funds in Tiirkiye were compared with interest-bearing pension funds, and it was determined that the
average performance efficiency of participation pension funds was higher than interest-bearing pension
investment funds. When the returns were compared, it was determined that there was no loss of return in
participation funds compared to interest-bearing funds. Participation funds' avoidance of alcohol, harmful
products to health, harmful behaviours to social morality, war-arms industry, interest-bearing financial
products contribute to reducing social inequality. It contributes to ensuring economic efficiency in general,
based on the effectiveness of the risk-adjusted returns of participation funds. In addition, it allows resources to
be distributed more effectively, instead of directing them to production points that are harmful to health, social
morality, and world peace. Interest-free financial products based on dividend sharing instead of financial
products containing fixed-return interest contribute to ensuring income justice. Instead of alcohol production
and war industry etc. companies’ stocks, resource allocation is based on Islamic financial principles that to
ensure prosperity. Ethical investment as socially responsible, environmental social and management
investment, sustainable investment, impact investment, and religious-based investment funds are all
contributor for social development and sustainable environment. Participation funds as religious-based
investment funds contribute to social welfare, equal sharing of income that prevent waste.
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The dynamic development of the construction industry in Turkey has played a central role in shaping the
country's socio-economic landscape over the past century. From its formative stages during the founding of
the Republic to its current state of dynamic growth and innovation, the sector has remained an indomitable
force driving Turkey's economic progress, skilfully responding to shifts in the political environment and
embracing a range of cutting-edge technological advances along its transformative journey. The housing sector,
which often acts as a lever for national economies through the value added and employment opportunities it
generates, is of particular importance. The Turkish housing sector, which relies heavily on national capital, has
a significant impact on the employment and production process as it involves hundreds of occupational

branches. This study evaluates the place of housing policy in economic policies in general from the Republic
to 2023.

Keywords: Housing Sector, Economy of Housing, Housing Sector in Turkey.
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The influence of creative destruction on business activity and economic development is enormous. In the era
of speedy innovations and technological progress it contributes to the overall process of transformation of
economic activities. Meanwhile, creative destruction challenges also the social dimension by destroying
obsolete jobs and creating new ones. The major challenge for countries with low levels of innovation is to
manage to implement the requisites of creative destruction and increase the levels of innovation while at the
same time balance the income levels in specific regions. This can be done through developing mechanisms for
increasing skills and the acquisition of new competencies among the local population. Local communities have
to support SMEs and to envisage the implementation of innovations in parallel to the education of the human
resource, focusing on the importance of increasing education, skills and qualification levels.
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The current moment of capitalism has found in nanotechnologies the possibility of dynamizing the productive
trajectory of all economic sectors; from new inputs such as materials, products, applications, etc. Mexico is one
of the leading countries in Latin America in the advancement of nanotechnologies, only after Brazil,
considering human resources, infrastructure, financing and publications. In the area of higher education, there
are many Higher Education Institutions (HEI) that offer programs in nanotechnology. A total of 61 programs
have been identified, of which 31 offer bachelor's degrees, 8 offer university technical degrees, 11 offer master's
degrees and 11 offer doctorates. The design of the curricula has a technical orientation in accordance with the
guidelines imposed by productive or commercial interests. The content of topics such as risks are limited and
not very relevant in most of the programs, a situation that evidences a notable omission given that there is a
broad debate on the intrinsic risks of certain nanomaterials or nanotechnology applications.
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The Misery Index (MI), which was invented by Arthur Okun, measures the economic health of an economy.
This index helps to get a general idea about the economic situation of an average citizen in a country by
combining the inflation rate with the unemployment rate. This study aims to investigate whether there is a
relationship between MI, which reflects the general course of economic life, and income inequality, which is
another indicator of economic discomfort. In this context, this paper tests the long-run relationship between
the MI and income inequality (top income share) in Turkey over the 1980 — 2022 period, by using an
augmented autoregressive distributed lag (ARDL) testing approach. The analysis results support that there is
a long-term relationship between MI and income inequality in Turkey (1980 — 2022).
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The paper discusses the history of drugs starts from the distant past, the historical path of drugs is full of drama.
In this way, the interdependence of people and drugs in general is noteworthy. The existence of drugs is
recognized as ancient as human social behavior. However, the most ancient period is associated with a
psychoactive plant that was used as a drug as a sleeping aid. Their number includes the following - bhang, a
love potion, a means of actively conducting mystical rituals. As mentioned above, human psynarcotics have
been known since ancient times. It is assumed that its past coincides with the origin of the human race. It is
known that several clans formed a tribe, tribes - a community. In every community there were customs and
habits to take measures that would change the current situation. They were swallowed, chewed, inhaled, and
now they are also injected. According to scientists, the drug was discovered in southern Europe, which is
confirmed by archaeological excavations near Lake Constance. This gave reason to historians to assume that
there must have been known plantations of narcotic plants as early as the Bronze Age. This is proven even by
the fact that traces of such plantations have been found on the territory of today's Switzerland. Scientists
suggest that as early as five thousand years ago, the Sumerians living in the lands of Lower Mesopotamia (now
the territory of modern Iraq) were drug users, and the named plant was the poppy. A clear confirmation of
this was the results of the archaeological excavations that took place in the Sumerian city of Nippur. The
recommendations for preparation and consumption of opium were read on the clay tablets found as a result
of the excavation. In the Sumerian language it was called "Gil", which meant "joy".
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Turkey has high potentials for tourism because many ancient civilizations left their mark on this country.
Turkey has a variety of fascinating historical sites. It also has the advantage of offering three different climates
for different types of tourist activities. Currently, Turkey attracts tourists mainly to its seaside resorts. However,
it also has a large potential for agrotourism that may integrate tourism with agriculture. Agrotourism may
increase foreign currency earnings and create additional employment. This paper investigates the ways in which
agrotourism may increase foreign currency earnings and employment, focusing particularly on possible
investment schemes that may be designed by the state.

Keywords: Agriculture Sector, Tourism Sector, Agrotourism
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The process of digitization is actively under way in the modern era, and technological advancements have
altered every aspect of society. The use of special electronic technologies in elections is commonplace globally,
with a number of countries using new voting technologies to improve the traditional way of voting. For
developing democracies like Georgia, the use of contemporary technologies in the electoral process is crucial.
In this context, this study discusses examples of the implementation of electronic technologies in elections
around the world, their characteristics, advantages, and disadvantages, as well as the legal regulations for the
use of New Voting Technologies (NVT). There are multiple different configurations of electronic elections.
The article identifies three main election procedures that can be automated using technology: 1) voter
identification; 2) voting; and 3) vote counting. The study is focused on the start of a new stage of
modernization in the electoral process in Georgia, considering the upcoming parliamentary elections will be
held using electronic technologies.

Keywords: E-voting, New Voting Technologies (NV'T), Elections.
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To establish democracy in modern Georgia, it is important to share European experience in different
directions. According to the European Charter, local self-government has the right and opportunity to organize
and manage a significant part of public affairs within the framework of the law, under their own responsibility,
following the interests of the local population. The local self-government ensures the unity of the people and
the government, and the good management provided by it is a benefit for all citizens. Therefore, it is relevant
to study the issue based on the interest of establishing democracy in Georgia. The aim of the presented paper
is to study a number of measures taken to establish local democracy and self-government in Georgia based on
official documents and sources. Since these laws include a number of processes starting from the adoption of
the "Organic Law of Local Government and Self-Government” - the refinement of the legislative base.
Moreover, they cover local elections and related challenges, efforts towards decentralization, and the steps taken
by the Georgian government to establish the rule of law and good governance practices in the country, to
facilitate the relationship between local government and the population, and to encourage cooperation with
the central government.
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This text addresses the intersection between nanotechnology and agriculture, challenging its promises. From
a historical perspective, the paper examines how technological innovations were developed in agriculture as a
technical solution to overcome problems ranging from food to raw materials. However, the market profitability
imperative does not prioritize social needs but economic benefits. The research explores the lessons learned
from the green revolution and agricultural biotechnology, considering them as examples to understand the
direction of nanotechnology in what is nowadays called precision agriculture. Despite the high expectations of
solving food and other problems, these advances are far from avoiding systemic capitalist trends that shape the
relationship between nanotechnology and agriculture.

Note: This text is part of the Science Frontier research project #304320 Funded by the National Council on
Humanities, Science and Technology (CONAHCYT) of Mexico.
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What signals do companies in developing economies send to stakeholders when they adopt corporate social
responsibility (CSR) practices? We argue that firms adopting CSR practices in emerging economies positively
signal investors that their firms have superior abilities. We note that CSR practices in developing countries are
more salient than in developed ones. Our study attempts to compare the CSR practices of firms from
developing and developed countries. Our sample consisted of firms from three countries, which are USA,
Turkey and Kazakhstan.

Keywords: Corporate Social responsibility, Sustainability, Stakeholders, stock exchange, Environmental, social, and
corporate governance, emerging, developed countries
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The oil shock of 1973, after the 2nd Arab Israeli War, stopped almost 30 years of continuous growth in the
West, the longest period of prosperity ever observed in capitalist economies and for that reason it was rightfully
characterized as “les trente glorieuses”. Inflation, Unemployment and especially Inequality followed in the
decades after, despite the recovery of the new-globalisation era after 1990. In February 2022, the Russian
invasion of Ukraine provoked a new oil and natural gas shock in developed countries, triggering an inflationary
spiral. The aim of this communication is to examine the similarities and the differences between the two
external shocks to the international economic order and use historical evaluation as a method of prediction.
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After the Second World War, science and technology (S&T) took a key place on the agendas of the main
governments, it was believed that the area had the capacity to encourage economic development by creating
competitive advantages. At first, the idea of using S&T as an engine for development was applied only in the
most industrialized countries. However, upon noticing that the war not only left considerable human and
social losses in its wake, but also caused an economic debacle that had repercussions throughout the world, it
forced economies to design strategies that would allow them to accelerate their economic and social recovery.
In this way, based on the experience of developed countries regarding the use of science, technology and
innovation (CT&I), as a tool to encourage economic and social progress, various international organizations
recommended that less advanced countries promote the area in order to access to development, preserving the
idea that underdevelopment was a previous stage and that its transition could be expedited by increasing
investment in this area. By contrast, the proposal of autonomous development arises in Latin America, or also
called self-determination of development, which offers a development model that differs from the linear one,
since underdevelopment is not seen as a stage prior to development, which by reproducing successful models
in S&T will automatically access the development. Therefore, self-determination for development support the
idea that countries, especially undeveloped ones, must stop imitating the models designed and implemented
by industrialized countries and, instead, try to create their own development models by establishing goals that
satisfy national needs and address national problems. In general, there is agreement that self-determination is
related to the construction of a model of self-development that guarantees national autonomy in all areas
(economic, political, social, etc.) and that is oriented towards the resolution of national problems, above all,
from majority social groups. Likewise, a nodal point of autonomous development is to achieve scientific and
technological self-determination with the aim of eliminating scientific-technological dependence since this
contributes to accentuating the gap between developed and underdeveloped countries.
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This research examines the consideration of Cryptocurrency markets in terms of international tax law and
discusses the taxation difficulties and solutions of the rapidly growing digital asset class. Additionally, the cross-
border nature of Cryptocurrencies, the risks of tax evasion and money laundering, and how they can comply
with customer authentication regulations are also explored. The first section of the research explains the
definition of cryptocurrencies and how they work. Then, how cryptocurrencies should be classified in the
context of international tax law and how this classification affects taxation consequences are discussed. While
the reasons such as structurally not being connected to the central authority of cryptocurrencies and making it
impossible to control these currencies by not being supervised by the state authority pose a risk for the buyers,
on the other hand, there are also problems of not being able to benefit from some advantages such as legal and
financial security provided by the state authority. Cryptocurrencies have been integrated into daily life by users
and are used as high-profit investment instruments, but the legal groundwork for taxation continues
internationally. Cryptocurrency is not accepted as a capital market instrument because it is traded through the
exchange system for investment purposes, and its values change according to supply and demand. In addition,
since a central authority does not issue them, and their supply is limited, Cryptocurrencies are not considered
commodities and are not accepted as goods. For cryptocurrencies to be taxed both in Turkey and at the
international level, cryptocurrencies must first be legally recognised and taken as a source of income and gain.
They must be bound to reciprocity agreements between countries.

Keywords: Cryptocurrencies, International Tax Law, Tax Regulations, Capital Markets
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Credit supply plays a pivotal role in fostering financial growth and ensuring economic stability. This study
aims to examine the dynamics of credit supply and its determinants within the Ethiopian banking sector.
Through a quantitative research approach, data was collected from a selection of ten commercial banks
spanning from 2010 to 2021. The study employed the two-step System GMM estimation method to scrutinize
seven variables and their impact on the credit available from these banks, utilizing data extracted from audited
financial statements of Ethiopian commercial banks and macroeconomic data from the National Bank of
Ethiopia. Within this investigation, the independent variables studied encompassed the inflation rate, market
share, lending interest rate, money supply, non-performing loans (NPL), COVID-19, and political instability,
while the credit supply of commercial banks served as the dependent variable. Analysis of the regression results
revealed that both the inflation rate and market share demonstrated a positive and statistically significant effect
on credit supply. Conversely, the presence of COVID-19, lending interest rate, and the NPL exhibited a
negative and statistically significant impact, while the money supply showcased a negative and statistically
significant effect on credit supply. Drawing from these outcomes, the study recommends that Ethiopian
commercial banks augment their market shares by enhancing deposit mobilization and consider a holistic
approach to macroeconomic factors in their internal credit management strategy. Furthermore, it advocates
for the extension of additional credit to sectors significantly affected by the coronavirus, taking into account
creditworthiness as a critical factor.

Key words: Credit Supply, Market share, COVID-19, Ethiopia
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Rural and urban divide has been discussed in terms of their distinguishing characteristics for a long time. The
perceptions of what really differentiates rural and urban have changed temporally and geographically. In the
recent “world of the polycrisis,” especially the rising living expenditures in cities and food-related shortages led
to a seemingly reverse pattern in the traditional movement of people from rural to urban areas. Not only the
urbaners exploring new ruralities and/or ecological lifestyles but also the ones who barely manage to survive in
cities under inflationist conditions have begun to move to the newly imagined rural. Having this context in
the background, this research investigates the recent developments in rural-urban divide as reflected in
statistical methodologies. It first presents a comparative review of current global definitions of rural and urban
in different statistical databases. Then, definitions adopted in Turkey during Republican history will be
examined. Currently, a new classification of TURKSTAT is announced in May 2023 yet as the country has
been lacking a working definition for the rural in the last ten years due to the elimination of the existing one
by the Municipality Law No 6360 of 2012. This paper introduces the recent classification and discusses its
possible implications. It shows demographic distribution among densely populated, intermediate-density and
thinly populated areas. By doing so, the paper argues for both the still-kept economic and social importance
of rural and the necessity of further investigation of peri-urban areas in Turkish case.
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After decades-long trade and cooperation through two cross-points, the borders between Armenia and Turkey
were closed due to the First Nagorno-Karabakh War in 1993. In 2021, Armenia and Turkey is in another
round of diplomatic attempts for normalization. One of the most crucial aspects of normalization is the
possibility of opening of borders. Two border cross-points in question are located in Kars and Igdir in Turkey.
The first cross-point is the Dogu Kapi/Akhuryan railway crossing-point located at the Akyaka town in Kars,
Turkey and Akhurik in Gyumri, Armenia. The second cross-point is Alican/Margara land crossing-point
located at the Karakoyunlu town in Igdir, Turkey and Armavir region of Armenia. In this article, I aim to
discuss the previous economic engagement prior the closure of borders and elaborate the economic
opportunities a possible opening brings. I complement this discussion with the economic expectations and
concerns of local population. The article is based on existing economic research of non-governmental
organizations and development agencies as well as fieldwork conducted in Kars and Igdir between 2022 and
2023.
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This text identifies the main problems that hinder the regulation of nanomaterials, emphasizing key aspects
mentioned in documents issued by the U.S. and the European Union; powers that guide the regulation of
nanomaterials worldwide. The result indicates that they are materials in continuous evolution, they can be
found as nanomaterials in themselves or as part of advanced materials and chemicals. Their great development
is out of step with the ability of governments to regulate them. Basic elements of regulatory support such as
their definition and the methods of analysis to characterize them are not yet fully developed. Determining the
risk by conventional means is a complicated process because each nanomaterial behaves in a particular way,
making it difficult to determine its toxicity and exposure pathways, in addition to the fact that these materials
are susceptible to transformation throughout their life cycle. In general, the legislation on nanomaterials is
complex in its very structure, because they are part of the R&D of several countries and of the productive base
of several economic activities, so they are found both in everyday goods and in highly specialized products,
which has caused them to enter and accumulate in ecosystems.

Note: This text is part of the Science Frontier research project #304320 Funded by the National Council on
Humanities, Science and Technology (CONAHCYT) of Mexico.
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Financial development reduces the cost of accessing external financing and thus incentivizes investment in
higher-productivity projects that allow firms to expand to the scale needed to operate in the formal economy.
It also encourages participants of the informal sector to join the formal sector to gain access to credit and
financial services. This paper documents two findings. First, countries with more pervasive informality are
associated with greater financial development. Second, the impact of financial development, and especially
banking sector development, on informality is causal. This causal link is established in an instrumental variable
approach, in which financial development is instrumented using a novel measure of cross-border financial
integration. The causal link is stronger in countries with greater trade openness and capital account openness,
where cross-border financial linkages are typically also stronger.
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This study particularly aims at investigating the effects of entrepreneurship on personal income inequality
employing machine learning algorithms. Economic theory does not have a clear consensus on the link between
entrepreneurship and income inequality. Therefore, this issue is important to investigate. Personal income
inequality model has been trained by using both random forest and catboost algorithms and the contributions
of model inputs in the prediction of personal income inequality have interpreted by making use of the Tree
SHAP algorithms with swarmplots. The data employed in the empirical analysis is 2019 TURKSTAT
Household Budget Survey in Tiirkiye with a sample size of 1275 household per head. The findings of the
study shows that: (i) Entrepreneurship income is the key determinant affecting personal income inequality and
positively related to personal income inequality; (ii) Personal income inequality is more likely for young and
highly educated people; (iv) Household per head having high labor, transfer, real estate and interest income
contribute to personal income inequality; Finally, to increase personal income equality, the results of the study
suggest the implementation of the following policy measures: Instead of increasing government transfer
expenditure, the entrepreneurship incentive programs can help to increase personal income equality. Incentives
should be created to target middle-aged and highly educated individuals.
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Turkey's economic trajectory over the past decades has been marked by a complex interplay between its pursuit
of economic growth and the evolving landscape of sustainable development. This research paper delves into
the relationship between Turkey's economic policies and its progress towards achieving the United Nations
Sustainable Development Goals. The Turkish economy has experienced significant transformations,
transitioning from a predominantly agricultural economy to one driven by industrialization and services
(Sohail et al., 2022). This economic shift has brought about notable advancements, including reductions in
poverty and improvements in social indicators. However, the prioritization of economic growth has not always
been aligned with the principles of sustainable development, as evidenced by the challenges faced in addressing
environmental degradation and regional disparities. (Medina-Munoz et al., 2016) The Turkish government
has implemented various economic policies aimed at stimulating growth, often with a focus on boosting key
sectors such as tourism. While these policies have contributed to economic expansion, there are concerns about
their long-term sustainability and their impact on environmental and social factors. The UN Sustainable
Development Goals have emerged as a comprehensive framework for guiding nations towards a more holistic
and sustainable development approach. Turkey has made efforts to align its economic policies with the SDGs,
particularly in areas such as poverty reduction, infrastructure development, and renewable energy promotion.

Keywords: Economic Policies, Sustainable Development, Turkey, UN Agenda, Sustainable Development Goals
(SDGs)
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Nowadays, modern information and technological advances have allowed states to gain unlimited access to
information, enabling them to further strengthen their positions and independently manage the information
space. The information war has limited military confrontations, although it softened sharp confrontations
between the states. Confidentiality, freedom of speech and expression these are exactly those constitutional
rights that most represent the contours of democracy. As for the freed, it is reflected in the constitutions of
democracies. The threat of information war is associated with the shortcomings of many political systems. The
result that can arise in conditions of information war, propaganda, spread of disinformation, can cause serious
damage to any state. So, it is obvious that each stakeholder is responsible for participating in the fight against
information warfare.

Keywords: Information Warfare, Propaganda, Disinformation, Polarization; Military Intervention; Liberal
Democracy.
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This paper conducts an empirical investigation into the implications of fiscal policy measures before, during,
and after the COVID-19 pandemic, utilizing a distinctive dataset of economic indicators spanning from 2000
to 2022 for six Western Balkan countries. Employing an empirical econometrics model, this study aims to
discern the effects of fiscal stimulus during the COVID-19 pandemic on the unemployment variable in the
WB6 region. Methodologically, it employs diverse approaches, including Ordinary Least Squares (OLS),
robust OLS, fixed and random effects models, and the Hausman-Taylor test with instrumental variables
(Baltagi, 2013). The findings reveal a complex interplay of factors during the pandemic period. Consumption,
government spending, and economic growth are identified as contributors to the surge in unemployment rates.
Conversely, taxes are found to exert a beneficial impact on alleviating unemployment pressures. This research
stands out for its unique perspective on the Effects of Fiscal Stimulus, offering valuable insights into the
dynamics of unemployment in the Western Balkan region during the COVID-19 crisis.
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According to the law of comparative advantages, it is expected that as a result of the mutual free trade between
developed countries and less developed or developing countries, the purchasing power attained by countries is
anticipated to be relatively higher than their previous purchasing power. Consequently, it should ultimately
be expected that due to this higher purchasing power, these countries would have the ability to import more
of the product in which they do not have a production advantage. The subject of this study is to examine the
expected outcomes arising from the theory of comparative advantages and liberal trade in terms of industrial
products as well as the agriculture and food products, from the perspective of developed and less developed
countries. The study investigates the scenario resulting from the free trade of selected developed countries, less
developed countries, and developing countries regarding industrial and agriculture-food products. In this
context, an attempt has been made to determine what kind of results the implemented free trade among these
countries has yielded in terms of the external trade of industrial products and agriculture-food products, and
in which direction it has influenced the country's economy and consumer behaviors.
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In the light of the upcoming ageing and population decline combined with the already high state subsidy on
pensions, the Greek government capitalized the auxiliary pension in order to stimulate the efficiency and long-
term sustainability of the pay-as-you-go (PAYG) pension scheme. Taking this into account and following a
“demand-based” theoretical approach, we compare the interaction of the determinants of a pay-as-you-go and
a fully funded (FF) pension scheme with the macroeconomic environment aiming to investigate the impact of
demographic changes on economic activity and income distribution. Therefore, unlike the majority of relevant
studies, by considering the pension sector as an integral part of the macroeconomic environment, we examine
which pension scheme is able to manage demographic changes more effectively, not only in terms of state
budget, but also in terms of economic growth and income inequality. On this basis, we also highlight the
critical role of functional income distribution and trade unions’ bargaining power in determining income
inequality and in offsetting the effect of demographic changes on economic activity.
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Abstract

The advent of the behavioral aspect in accounting and finance highlights the recognition that investors and managers do nor
always act rationally. Decision-making processes are acknowledged to be influenced by a combination of rationality and emotions.
In this behavioral perspective, individual biases can impact managers, hindering them from making decisions solely on a rational
basis. The objective of this paper is to provide a literature review of the main studies performed in the field of behavioral
managerial accounting; in particular, the relationship between the behavior of costs, the cognitive biases individuals utilize, the
accuracy of cost prediction and control issues. The paper starts by giving a historical review of the origins of behavioral managerial
accounting, the first studies conducted in this field, then it continues to review the main studies performed about the effect of
cognitive biases on cost behavior, cost predictability and control issues. Although this paper itself is not an empirical research, it
provides insights into the main research performed. It draws the attention of academicians to the most important considerations
to think about when performing further studies in the future.

Keywords: Behavioral Managerial Accounting, Cost Behavior, Cognitive Biases, Predictability of Costs and Control

1. Introduction

In the classical "Contemporary" realm of accounting research, decision-making processes related to cost
behavior and management are traditionally considered based on information from accounting reports, past
performance analysis, and management forecasts. However, the emergence of the behavioral side in accounting
and finance challenges the assumption of rationality among managers and investors. This perspective highlights
that decisions are influenced by both rationality and emotions, introducing the concept of individual biases.
Notably, the study of Argyris (1952) on the relationship between managerial attitudes and the budgeting
process was pioneering in integrating human behaviors with accounting functions, marking a significant
direction in research and literature by exploring the interplay of psychology and managerial accounting.

Devine (1960) asserted that the psychological traits of users of accounting and financial information serve as
crucial indicators for understanding the significance of the behavioral aspect in both the theoretical and
practical realms of accounting. Stedry (1960) continued this exploration by predicting the connection between
accounting issues and psychology. He sought to elucidate the relationship between budget performance and
psychological factors such as the difficulty of budget goals and individual motivations and incentives. Stedry
(1960) applied the concept of the level of aspiration to budgets in his study to comprehend how these factors
influence budget performance. According to Dyckman and Zeff (1984), the 1960s are considered a golden or
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awakening decade in the field of accounting, with the influential study of Caplan (1966) emphasizing the need
to analyze and understand behavioral assumptions for the advancement of both the theory and practice of
management accounting.

In the 2000s, there was a notable acknowledgment of the importance of studies related to behavioral
managerial accounting. Scholars such as Lukka and Mouritsen (2002), Hopwood (2002), Ittner and Larcker
(2002), and Luft and Shields (2002) emphasized that research strategies in this field should integrate both
economic and behavioral models to make substantial progress. They argued that relying on both economics
and psychology yields more relevant findings compared to exclusively using economic models. Luft and Shields
(2002) highlighted the contribution of various social science disciplines, including psychology and sociology,
to research and studies in managerial accounting. These disciplines offer a better opportunity to address
significant issues, such as the interaction between accounting information and individuals, and provide robust
and comprehensive findings.

Psychology played a pivotal role in shaping the field of behavioral managerial accounting, particularly among
various social sciences disciplines. Three essential components of psychology—social, motivation, and
cognitive psychology—were identified as crucial for management accounting. Stedry (1960) udtilized
motivation psychology concepts in his study, investigating the influence of budget goals on individual
performance. Hopwood (1972) applied social psychology concepts to explore how the actions of a superior
individual (management) affect the performance of employees or team members. In the same year, Barefield
(1972) examined the effectiveness of management decisions by aggregating different related cost variances,
incorporating concepts from the cognitive (human thinking) side of psychology. Another noteworthy study
by Mock et al. (1972) aimed to elucidate the relationship between employees' thinking styles, the feedback of
accounting information, and their impact on decision-making.

2. Cognitive Biases and Cost Behavior

As per Riahi-Belkaoui (2002), the first stream concerning the concentration of accounting data examines the
conditions that restrict a decision maker’s ability to adjust decisions to changes in accounting policies and
procedures. Ashton (1976) conducted a significant study in this regard, aiming to illustrate how the transition
from full or absorption costing to variable costing influences individual decisions. In subsequent years, Bloom
et al. (1984) compared decisions made by individuals and groups resulting from changes in depreciation
methods. Luft and Shields (2001) investigated how individuals process information when intangible costs are
capitalized instead of expensed. According to Dearman and Shields (2005), the issue of accounting data
concentration, also known as "Accounting Fixation," reflects a link between knowledge, ability, and
motivation, as changes in cost accounting methods impact pricing decisions.

Lipe (1993) asserts that the manner in which information is represented significantly influences decision
quality, especially in the context of decisions related to the control and investigation of cost variances. The
argument highlights the importance of considering the framing and formation of information in the decision-
making process within the domain of cost accounting. Shields (1983) posits that the level of sophistication in
employees' performance reports has a direct impact on their motivation to seek and employ various cognitive
heuristics. Building on this, Sullivan (1988) argues that the presentation of information through tables, graphs,
and figures plays a substantial role in influencing management decisions about costs. This argument is
grounded in the idea that physically representing information has a tangible effect on the decision-making
process, underscoring the importance of the visual and structural aspects of information in shaping managerial
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choices related to costs. Dearman and Shields (2001) highlight the significant impact of employees' knowledge
of cost accounting concepts on the performance of volume-based costing systems. They emphasize that cost
accounting literacy plays a substantial role in shaping estimates and judgments regarding different cost
categories, especially in the context of various forms of resource consumption. In a related vein, Cardinaels
(2008) argues that a comprehensive understanding of decision-making processes based on costs requires a study
of both the complexity of accounting information and the presentation methods of information. This
underscores the need to consider not only the intricacy of accounting information but also the way it is
presented to comprehend its effects on the decision-making process.

3. Methods Used in the Behavioral Managerial Accounting Field

Several studies in the literature have raised concerns about the inclusion of professionals in laboratory
experiments, suggesting that their behavior during experiments may deviate from real-life scenarios. This has
prompted questions about the validity and credibility of laboratory experiments, as the involvement of
cognitive biases could be a factor. Liyanarachchi (2007) proposes that business and accounting students might
be more suitable participants for many behavioral accounting studies, emphasizing the importance of the
realism and validity of experimental conditions over the results themselves. He underscores the need for careful
design of decision-making experiments and emphasizes the importance of scrutinizing their theoretical
foundations and findings to mitigate concerns regarding their validity.

Croson (2005) highlights several distinctions between experiments conducted in psychological studies and
those in accounting and economic studies. Psychological experiments place significant emphasis on the study's
context and may involve deceptive elements aimed at tricking participants, a practice criticized by accounting
and economic studies as it poses a threat to experiment validity. In contrast, accounting and economic studies
prioritize realism, justifying the incorporation of financial and monetary variables in their experiments.
Financial incentives are commonly used, aligning with economic decision-making theories that involve
compensation. This stands in contrast to psychosocial studies where such monetary and financial variables are
typically not employed.

While laboratory experiments remain dominant in behavioral management accounting studies, alternative
methods such as market experiments and field experiments are also utilized. Market experiments entail the
creation of artificial markets with multiple buyers and sellers over several time periods. An exemplar study
using market experiments is Sprinkle's (2000), which compares incentive-based and flat-wage compensation
systems, exploring their impact on employee performance and learning. However, market experiments face
criticism for their high cost and lack of realism. In contrast, field experiments maintain conditions akin to
laboratory experiments but are conducted in real-world settings such as actual markets or firms. While this
enhances realism, it also diminishes the researcher's control over the study's design and variables.

Surveys rank as the second most commonly used research method in the field of behavioral managerial
accounting. These surveys draw on insights from other social disciplines like psychology and sociology,
leveraging concepts such as satisfaction, attitude, motivation, optimism, and pessimism to study and measure
behaviors and attitudes. Shields and Shields (1998) argue that surveys outperform laboratory experiments in
studies related to the participative budgeting process, based on an analysis of 47 published studies in this area.
Hageman (2008) supports this, noting that surveys are more economically feasible and allow for the collection
of a larger volume of data while maintaining a greater degree of validity and realism. Despite these advantages,
surveys are subject to criticism for potential biases, including social desirability and non-response biases.
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In research exploring the relationship between an individual's cognitive biases and cost behavior, laboratory
experiments emerge as the dominant methodology. A notable study in this domain is the work of Dalla Via
(2014), which aimed to investigate the impact of individuals' cognitive traits and the format of financial
information on cost behavior and predictions. The study suggests that judgments about cost behaviors and
predictions are more accurate when a symmetric pattern of costs, rather than a sticky one, exists. A sticky cost
pattern refers to costs increasing at a higher rate with increasing sales or activity and decreasing at a lower rate
with decreasing sales. Additionally, the study proposes that presenting financial information in percentages
rather than absolute values enhances the accuracy of cost behavior predictions. Finally, under a sticky cost
pattern, the study suggests that data presented in monetary values are considered less beneficial than data
presented in percentages.

4. Literature Review

The rapid development in technology accompanied by the emergence of high-tech information systems (i.e.
ERP systems); increased the opportunity for managers and professionals to have timely, more detailed and
precise financial reports about cost management. One of the main problems faced by managers regarding cost
behavior is the relationship between changes in sales volume, and the corresponding change in cost and
resources levels. A notable study that investigates this issue is the study of Anderson et al. (2003), which sheds
light on the asymmetry in cost behavior in relevance to changes in activity volume. The article categorizes costs
that increase or decrease with certain changes in activity volume under the name of sticky costs. It also
establishes a cost behavior model that relates changes in cost behavior to the adjustments and actions made by
managers. Later in the same year, Ittner et al. (2003) indicated that managers and professionals rely on
subjectivity and their experiences when they need to make decisions quick and cheap decisions; as a result, it
is concluded that managers do not always utilize mathematical and statistical models when they need to make
decisions about costs.

Numerous studies, including those by Tversky and Kahneman (1981), Lipe and Salterio (2002), and
Cardinaels and Van Veen-Dirks (2010), assert that managers' reliance on subjectivity can lead to accuracy
issues in predicting cost behavior. These studies also indicate that the way financial information is formulated
and presented can influence managers' mental modeling. The assumption is that presenting the same
information differently may lead to different decisions. The psychological and cognitive biases of managers
play a role in how they process information, impacting their decisions in the realm of cost management.

According to Banker et al. (2000) and Ittner et al. (2003), managers, when making decisions about costs based
on accounting data, need to establish certain assumptions related to the available data to facilitate timely
decision-making. This process entails applying the managers' subjectivity to take prompt action. However, the
use of subjective analysis can impact the accuracy of managerial judgment and decision-making. The argument
is that individuals possess diverse mental capacities and employ various mental representation methods, leading
to differing outcomes and decisions among managers.

Parker and Leinhardt (1995) emphasize that managers not only need to apply their subjectivity in managing
cost behavior but also must deduce relationships between accounting data used in decision-making. Managers
should comprehend the relationships between absolute values and be capable of converting them into
percentages and ratios. This proficiency is essential for determining percentage changes in values and applying
these changes in the decision-making process. Guiler (1946), Chatterjee et al. (2000), and Chen and Rao
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(2007) argue that managers may encounter challenges related to processing percentages and ratios while
performing simple computational tasks, potentially impacting the relationships derived from accounting data.

Research on the relationship between changes in costs accompanying variations in activity or sales levels,
commonly known as "cost stickiness," originated with the study of Anderson et al. (2003). However, this study
faced criticism for its limited scope from researchers like Anderson and Lanen (2007) and Balakrishnan et al.
(2014). Critics argued that Anderson et al. (2003) focused solely on factors influencing cost stickiness at the
firm level, neglecting individual behavior and cognitive biases. Banker and Chen (20006) later defended
Anderson's study while expanding its scope to encompass both firm and economic factors. The inclusion of
individual behavior and cognitive biases in the literature emerged with the study of Banker et al. (2011). This
research considers managers' psychological traits, such as optimism bias or pessimism bias, linking them to
financial data to gauge managerial attitudes. Specifically, the study utilizes past sales levels, interpreting a
decline in current sales compared to previous periods as an indicator of pessimism.

5. Conclusion

Earlier studies on cost behavior, encompassing the phenomenon of cost stickiness, typically overlooked the
role of individuals as a significant factor in their analyses. However, it is crucial to acknowledge the impact of
individuals' cognitive biases on cost behavior and the prediction of cost patterns. The tendency of managers
to depend on subjectivity in their decisions related to cost management highlights the importance of
understanding cognitive biases and their influence on the accuracy of managerial decisions.

Research on cost behavior has affirmed that the way financial information is presented and the diverse cognitive
capacities of individuals significantly impact the accuracy of decision-making. Furthermore, the ability to
predict the patterns in which costs move, known as their trend, is linked to the degree of stickiness or
asymmetry in costs. A notable behavioral observation from studies in this field highlights individuals'
inclination to adopt a sticky mental model, particularly when cost data is presented in monetary values. This
is evident in the tendency of individuals to amplify the increasing behavior of costs more than the equivalent
decreasing behavior.

Studies exploring the connections between individuals and cost behaviors should give greater attention to the
cognitive mental modeling carried out by individuals. Understanding the process of mental modeling in
response to presented information and its impact on financial decisions is crucial. As individuals increasingly
rely on subjectivity, the reliability of their decisions and the financial reports they produce becomes more
uncertain. Effectively addressing this issue requires a thorough understanding of the cognitive biases employed

by individuals.
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Abstract

Nowadays, most of the central banks apply inflation targeting policy, so one of the most debated issues in the economy is the
relationship between inflation and interest rate. This study aims to examine the Fisher hypothesis, which suggests that nominal
interest rates move with inflation in the long run, and the Neo-Fisher hypothesis, which suggests that nominal interest rates have
a determinant effect on inflation rates in the long run, in 30 Asian countries. Annual inflation and interest rate data for the
period 2002-2022 are obtained from the World Bank and International Monetary Fund databases. Using the cross-sectional
dependence test and the Emirmahmutoglu-Kose and Dimutrescu & Hurlin panel causality test, on the one hand, the results of
the cross-sectional dependence tests are used to estimate the existence of interdependence between cross-sections, and on the other
hand, the results of the panel causality tests are used to investigate the Fisher and Neo-Fisher effects country by country. The
causality analyses show that the number of countries with an effect of interest rates on the inflation rate is higher than the number
of countries with an effect of inflation on interest rates. In other words, it is concluded that the Neo-Fisher effect is more valid in
this analysis of 30 Asian countries.

Keywords: Fisher hypothesis, Neo-Fisher hypothesis, Inflation, Interest, Panel Causality Test, Asian countries

JEL Codes: E31, E43, E52

1. Introduction

The monetary policy of central banks in the form of targeting inflation by changing the policy rate is often
criticized, as some doubt that the policy rate has little or no effect on inflation. However, during the Covid-
19 pandemic and in the post-pandemic period, when most of the major central banks actively changed the
discount rate in order to influence inflation, this topic again became one of the most discussed. Another reason
for the growing interest in the Fisher effect, that is, the impact of the discount rate on inflation, was the unusual
policy of Turkey. While most central banks with inflation targeting monetary policies actively raised interest
rates in order to reduce inflation, Turkey, on the contrary, lowered rates for the same purpose. Thus,
economists again asked themselves whether the effect is present in their country: the Fisher effect or the neo-
Fisher effect, which assumes the influence of inflation on the discount rate.

This study aims to determine the direction of the relationship between inflation and policy rates in 30 Asian

countries. This research uses annual inflation and interest rate data for selected Asian countries over 21 years,
from 2001 to 2022, to test the Fisher and neo-Fisher theories.
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In the first part of the research, a theoretical framework is presented, where the definitions of the main concepts
are defined and the relationship between them is described in detail. Next, a literature review of existing articles
on the Fisher effect is proposed, and the relevance of the topic of this article is also discussed. And then,
information is provided on the data used for the analysis, the analysis methodology and its results. The article
ends with a conclusion and suggestions.

2. Theoretical Framework

Irving Fisher (1930) developed an economic theory, according to which, interest rates and inflation are strongly
related. The Fisher effect establishes a description of the real interest rate i’ in an economy by considering both
the nominal rate i and the inflation rate = by the following equation (Teall, 2023):

(1+i) = (1+1)(1+E(n)) (1)
where E(n) is expected inflation.

According to the Fisher Effect, in the long run, nominal interest rates adjust one-for-one with expected
inflation to maintain a constant real interest rate. If expected inflation increases, nominal interest rates should
rise by an equivalent amount, and vice versa (Cooray, 2003). The Fisher Effect assumes rational expectations,
where individuals accurately anticipate future inflation and adjust interest rate demands accordingly. In the
Neo-Fisher effect, also called the Fisher paradox, in the long run, low nominal interest rates reduce inflation
expectations while also reducing current inflation (Sugozu&Yasar, 2020). This term was suggested by Bullard
(2010).

Proponents of the Neo-Fisher Effect contend that higher nominal interest rates could act as an anchor for
expectations, leading people to believe that inflation will decline in the future. Current inflation may therefore
decline as a result of this expectation. In the result of vast analysis, Cochrane (2016) concludes that economists
and monetary authorities may overlook the existence of a positive impact of inflation to the interest rate
movements (Ioana, 2017).

The Fisher and Neo-Fisher effects' applicability may fluctuate depending on the geography and economic
climate. An array of factors, including exchange rate regimes, fiscal policies, institutional frameworks, and
economic openness, might impact the observed correlation between interest rates and inflation. In order to
overcome potential homogeneity and other econometric difficulties, testing the Fisher and Neo-Fisher effects
experimentally involves the use of suitable econometric methodologies and robust data processing procedures.

One of the strong methods for examining these effects across a number of Asian countries is panel data analysis,
which takes into account both regional trends and the unique peculiarities of each state. The investigation
seeks to understand the dynamics between inflation and interest rates in Asian nations by establishing a
theoretical foundation for the study. This will allow researchers to determine whether the observed
relationships are more consistent with the traditional Fisher Effect or the paradoxical predictions of the Neo-
Fisher Effect.
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3. Literature Review

An article by Frederick S. Mishkin (1992) titled "Is the Fisher Effect Real?": A reexamination of the
relationship between inflation and interest rates," we deal with the Fisher effect and reassess the relationship
between inflation and interest rates. The Fisher effect is an economic theory that assumes a direct relationship
between inflation and nominal interest rates, suggesting that higher interest rates lead to higher inflation.
Myshkin critically analyzes this relationship, questions its validity, and seeks alternative explanations for the
observed empirical evidence. Through a thorough examination of existing literature, empirical studies, and
economic models, Myshkin challenges conventional assumptions and provides new insights into the complex
dynamics between inflation and interest rates.

The Fisher hypothesis was examined in various studies for different countries and country groups. Sugdzii and
Yasar (2020) examined the relationship between inflation and interest rates in OECD countries. Using panel
regression, CADF test and causality analysis techniques, the authors discovered, that there both effects, Fisher
and neo-Fisher, are valid in the chosen group of countries.

Telek (2020) examined the Fisher effect for D-8 countries (Turkiye, Egypt, Iran, Malaysia, Pakistan,
Indonesia, Bangladesh, Nigeria) using CADE-CIPS unit root test, Westerlund and Edgerton (2007) LM
Bootstrap cointegration test and CCE test. As the result, they concluded that the effect was not valid for
Nigeria and Malaysia, weak effect in Iran, and full-Fisher effect in other countries.

A study by Ucak et al. (2014) titled ‘An Examination of Fisher Effect for Selected New EU Member States’
examines the Fisher effect in the context of new European Union (EU) Member States. In the result of
empirical analysis developed by Hatemi-] and Hacker (2005), the authorsfound presence of a tax adjusted
Fisher effect in the presence of a structural break.

The research conducted by Ozbek and Tas (2023) titled "Panel Econometric Analysis of Fisher and Neo-
Fisher Effects of Inflation and Interest Relationship" delves into a comprehensive examination of the interplay
between inflation and interest rates using panel econometric methods. The authors concluded a validity of
Fisher effect in selected developed and emerging economies via applying Westerlund (2006), Westerlund and
Edgerton (2008) panel cointegration tests in the empirical analysis using the 2002:Q1-2019:Q2 sample period
data.

Turkiye is one of the mostly studied countries for Fisher effect in recent years. Most of them suggest either
strong relationship between inflation and interest rate or validity of Fisher hypothesis. So, Kanca et al (2015)
confirms the validity of the effect in Turkiye. Atgur and Altay (2015) as well detected strong relationship
between the interest rate and inflation in the long run.

Most of the literature is written only on certain groups of countries, such as developing, developed and
underdeveloped, or on individual countries in particular. What makes our analysis unique is that the 30 Asian
countries included in our analysis include almost countries of varying degrees of development and income
levels.
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4. Dataset, Methodology and Test Results

4.1. Dataset

The dataset for analysis consists of annual data of inflation and interest rates for 21 years, from 2001 to 2022.
The inflation data was obtained from databank of the World Bank, and the nominal interest rates data was
taken from the database of International Monetary Fund.

This study considers 30 Asian countries, which were selected by the data availability in open sources for the
chosen period of time. The list of the states is as follows: Armenia, Azerbaijan, Bangladesh, Belarus, Bhutan,
Brunei Darussalam, Cambodia, China, India, Indonesia, Iraq, Israel, Japan, Jordan, Kazakhstan, South Korea,
Kuwait, Kyrgyzstan, Malaysia, Mongolia, Oman, Pakistan, Philippines, Qatar, Russia, Saudi Arabia,
Singapore, Thailand, Turkiye, and Vietnam.

Table 1: Variables

Variables Description Measurements Source
INF Inflation Annual, % World Bank
INTR Interest rate Annual, % International Monetary Fund

4.2. Methodology

In the study, first the cross-sectional dependency test of the variables was applied. After that, the Pesaran and
Yamagata (2008) homogeneity test was applied. Finally, both Dumitrescu and Hurlin and Emirmahmutoglu
and Koése panel causality analyses were conducted in order to determine the causality relationship between the
variables.

In order to obtain more accurate results in studies using panel data analysis, cross-sectional dependence must
first be tested. With cross-section dependence, it can be determined whether the economic shock experienced
in one country also affects other countries. If cross-sectional dependence is not taken into account, an analysis
is made with misleading and even inconsistent parameters. For this reason, it is extremely important to examine

the cross-sectional dependence test separately for both the variables and the model.

The most recommended cross-section dependence test for this purpose is CD testing, which was created by
Pesaran (2005) and may be utilized under T>N and T<N situations. It is stated as follows (Pesaran et al, 2008):

N-1 N
2T )
CDpys = NN =D Z Z Dij (2)
=1 j=i+1
The hypotheses of the test in question are as follows:
Ho= There is no cross-section dependence.

Hi= There is cross-section dependence.
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To test for slope heterogeneity of the panel data, Pesaran & Yamagata (2008) model was implied. Our panel-
data model with heterogeneous slopes can be written as follows:

Yi,t = Bi + BiXi,t + €i,t (3)

wherei=1, ..., N represents the cross-sectional dimension and t = 1, ..., T the time dimension. pi is a constant.
B 1iisk 1 x1,and is a vector of unknown slope coefficient with k = k 1 + k being the total number of
regressors. The null hypothesis is formulated as

Ho: Bi = B forall i,
against the alternative:
H;: Bi = B for some i

In Ho, slope coefficients are homogenous, whereas the alternative hypothesis (H;) is that the slope coefficients
are heterogenous.

Emirmahmutoglu & Kése (2011) and Dumitrescu & Hurlin (2012) tests were conducted from panel causality
analyses to measure the validity of theories about the relationship between energy consumption and economic
growth. These two analyses are among causality analyses that take into account cross-section dependence and
can provide results for each country within the scope of the model as well as general results of the model.

Fisher (1932) established the Meta-Analysis approach to examine the causation link between variables in a
time series. The Emirmahmutoglu & Kose test is the form of the Toda-Yamamoto test turned into
heterogeneous panel data. A meta-analysis is a test that combines the findings of several studies testing the
same hypothesis in an attempt to provide a single, common outcome. One benefit of the Toda-Yamamoto test
is that it can be used without the need for preliminary tests, which are necessary to find the unit roots and
cointegration of series and are performed before to the Granger causality test. The Emirmahmutoglu & Kése
causality test does not require preparatory tests because it is an extended version of the relevant test (2011).

The VAR model, which considers cross-sectional dependence, was created by Emirmahmutoglu & Kose
(2011) and evaluated for each cross-section of the causality test (2011):

kit+dmax; ki+dmax;
— X X
Xpg = M; + § AqyijXie—j T § A2ijVie-j + Ui €))
j=1 j=1
kitdmax; kitdmax;
Y § § y
Yie = H; + Ap1ijXie—j + AzzijYie—j + Ui, %)
j=1 j=1

For each i in the model;
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k;= Lag length

dmax;= maximum integration of variables in the system.

The hypotheses of the test are as follows (Emirmahmutoglu & Kése, 2011):

Hy:Ria; =0 forall i’s

HyRya; #0 i=l,....Nj;  Rya; =0 i=Ny+1,.... N ©6)
Dumitrescu & Hurlin's (2012) causality analysis also considers the cross-section dependence of the panel.
When N is the cross-section size, T is a test that can be used in both T-N and N.T scenarios. This test is
recommended in part because it can be used in each of these scenarios. But before anything else, the pertinent
test converges to the regular standard normal distribution. Furthermore, for a fixed T instance, a semi

asymptotic distribution has been found. Below is the heterogeneous model that was developed for each unit at
time T (Dumitrescu & Hurlin, 2012):

K K
k k)
Yie = a; + Z Vi( )Yi,t—k + Z B Xip—ik t Eip @)
k=1 k=1

Below are the test hypotheses, which suggest that the alternative hypothesis (Dumitrescu & Hurlin, 2012)
shows a causal relationship between these variables and that the Granger causality relationship is not present
in the zero hypothesis:

Hy:By =0 V,=1..N
Hy:p, =0 V,=1..N,
By %0 vi=N,+1,N, +2,..,N 9)

4.3. Test Results

In panel data unobserved factors may create interdependencies within cross sections, therefore cross-sectional
dependence tests, Breusch-Pagan LM, Pesaran scaled LM. Pesaran CD, and Bias-corrected scale LM, are
applied. Null hypothesis is no cross-section dependence (correlation).

Table 2: Cross-Sectional Dependence Tests Results

Test INF INTR Residuals
Breusch-Pagan LM 1 910.62 (0.00) 1417.02 (0.00) 1689.40 (0.00)
Pesaran scaled LM 49.01 (0.00) 32.28 (0.00) 41.51 (0.00)
Bias-corrected scaled LM 48.26 (0.00) 31.53 (0.00) 40.76 (0.00)
Pesaran CD 34,92 (0.00) 21.65 (0.00) 30.26 (0.00)
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As Breusch-Pagan test is applied for datasets, where N < T, and in our dataset’s T smaller than N, its results
can be ignored. In all other tests for INF, INTR and residuals, the probability is 0, thus, the null is rejected at
1%. Therefore, overall, there is interdependence within cross sections in the dataset.

After detecting the existence of cross-sectional dependence among the variables used in the model, second
generation panel unit root tests were applied, taking cross-sectional dependence into account. In this study,
CADF (Cross-sectionally Augmented Dickey-Fuller) unit root test developed by Pesaran (2006) was used. The
CADF statistic is valid when N>T, but also when T>N. The CADF test statistics are as follows:

Table 3: CADF Test Results

Level
Variable
Delay CIPS stats
INTR 1 -2.486*
INF 1 -2.847*
Critical values of the means of the 1% -2.32
extended Dickey-Fuller distribution 504 215
with individual cross-sections (model ’ ’
with constants) N:30, T:21 10% 2.07

* symbol indicates that the statistical value is significant at %1 and the variable is fixed.

When the CADF unit root test results in Table 5 are examined, it is seen that each of the variables is stationary
at level.

Table 4: Slope homogeneity test resulss.

Delta p-value
5.469 0.000
adj. 5.907 0.000

According to the results, the p-values are 0, thus, we reject the null hypothesis and accept the alternative.
Therefore, we conclude that, there is a heterogeneity within the slope.

Emirmahmutoglu & Kose (2011) panel causality test considers null hypotheses for two models, where one of
them is absence of neo-Fisher effect, and the other is absence of Fisher effect.

The results reveal rejection of the null, that the interest rate does not affect inflation, thus validity of neo-Fisher
effect in China, Iraq and Russia at 1% confidence level, in Indonesia, Kazakhstan, Mongolia and Singapore at

5% confidence level, and in Jordan and Philippines at 10% confidence level.

Fisher effect is valid in Iraq at 1% confidence level, and in Oman at 10 % confidence level, as we reject the
null of absence of the effect.
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Table 5: Panel Causality Test by countries

INTR does not cause INF INF does not cause INTR
Emirmahmutoglu & Emirmahmutoglu &
Kose Dumitrescu & Hurlin Kose Dumitrescu & Hurlin

Countries Wald p-val Wald p-val Wald p-val Wald p-val
Armenia 0.028 0.868 0.003 0.954 0.310 0.577 0.472 0.492
Azerbaijan 1.342 0.247 0.372 0.542 0.504 0.478 0.741 0.389
Bangladesh 0.097 0.756 0.020 0.888 0.604 0.437 4.264 0.039**
Belarus 1.588 0.208 1.224 0.269 0.106 0.745 0.057 0.811
Bhutan 0.617 0.432 2.377 0.123 0.306 0.580 0.000 0.994
Brunei D. 1.121 0.290 0.186 0.667 0.251 0.616 1.604 0.205
Cambodia 2.116 0.146 0.546 0.460 0.087 0.769 0.355 0.551
China 24.705 0.000*** 7.634 0.006*** 1.790 0.181 1.412 0.235
India 0.070 0.791 0.016 0.899 0.334 0.563 3.545 0.06*
Indonesia 5.261 0.022** 5.143 0.023** 0.232 0.630 0.019 0.890
Iraq 7.461 0.006*** 0.425 0.514 9.127 0.003*** 15.764 0.000*
Israel 0.159 0.690 0.320 0.572 0.000 0.991 0.289 0.591
Japan 0.831 0.362 0.005 0.943 0.036 0.850 0.002 0.967
Jordan 3.375 0.066* 2.957 0.085* 0.399 0.528 0.024 0.878
Kazakhstan 6.111 0.013** 5.963 0.015** 0.527 0.468 0.778 0.378
Korea, Rep. 1.139 0.286 0.140 0.708 2.606 0.106 1.606 0.205
Kuwait 0.608 0.435 6.579 0.010** 0.081 0.776 2.121 0.145
Kyrgyz Rep. 0.539 0.463 2.223 0.136 0.561 0.454 0.224 0.636
Malaysia 0.013 0.910 0.788 0.375 0.553 0.457 0.537 0.464
Mongolia 6.114 0.013** 7.524 0.006*** 0.004 0.947 0.233 0.630
Oman 0.002 0.968 0.859 0.354 2.768 0.096* 0.169 0.681
Pakistan 0.945 0.331 1.043 0.307 0.389 0.533 0.295 0.587
Philippines 3.440 0.06* 0.044 0.834 0.186 0.666 0.005 0.946
Qatar 0.499 0.480 1.634 0.201 0.261 0.609 3.487 0.06*
Russian Fed. 7.453 0.006*** 6.596 0.010*** 0.353 0.553 1.262 0.261
Saudi Arabia 0.146 0.703 1.723 0.189 0.263 0.608 2.665 0.103
Singapore 4.356 0.037** 0.686 0.408 0.327 0.567 0.350 0.554
Thailand 0.001 0.973 0.005 0.946 0.081 0.776 0.456 0.500
Turkiye 1.083 0.298 2.324 0.127 0.050 0.822 0.033 0.856
Vietnam 0.017 0.896 0.000 0.991 0.023 0.881 0.008 0.931

Note: 1 lag, *** 1% confidence level, ** 5% confidence level, * 10% confidence level

Dumitrescu & Hurlin (2012) Panel Causality test results are similar to Emirmahmutoglu & Kése (2011) test
results, however, Dumitrescu & Hurlin (2012) test revealed neo-Fisher effect in Kuwait as well. As to the
Fisher effect, Dumitrescu & Hurlin (2012) test results indicates its validity in Bangladesh at 5% confidence
level and at 10% confidence level — in India and Qatar.

5. Conclusion

According to the test results obtained in our analysis for Asian countries, we find that the Neo-Fisher effect is
valid in more countries than the Fisher effect, although a rather insignificant relationship is observed. The
results are also consistent with the panel results confirming only the Neo-Fisher effect. Accordingly, the
causality relationship from nominal interest rates to inflation is more dominant. Nevertheless, it would not be
a correct approach to view this relationship as unidirectional. Considering that the Fisher Effect is found in
some countries in our study, albeit rarely, and that most of the studies in the literature conclude that the Fisher
Effect is valid, it would be a wrong approach to argue that there is only a one-way relationship. As a result,
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these two variables act together with each other. In a country, it would be a better approach to produce policies
aimed at eliminating the causes of both variables rather than investigating which variable is the trigger and
producing policies accordingly.

Inflation rate is not a variable that can be directly intervened, but interest rates are open to intervention.
Therefore, while eliminating the causes of inflation on the one hand, interest rates can be intervened on the
other. However, if this is done without taking other variables into account, it may have negative effects on the
economy. For example, according to the result of the analysis, it will be necessary to reduce interest rates in
order to reduce inflation. However, while it is necessary to raise interest rates for financing domestic and
external deficits, such an intervention may cause the economy to enter a foreign exchange bottleneck and
trigger a crisis. In this case, economic decision makers need to decide which objective is more important or
short or long term in the economic policies to be implemented and implement these policies in the appropriate
order accordingly.
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A full evaluation of economic performance must
includemeasures of distributive justice (Asher,
Defina, Thanawala, 1993)

Abstract

The Misery Index (MI), which was invented by Arthur Okun, measures the economic health of an economy. This index helps to
get a general idea abour the economic situation of an average citizen in a country by combining the inflation rate with the
unemployment rate. This study aims to investigate whether there is a relationship between MI, which reflects the general course
of economic life, and income inequality, which is another indicator of economic discomfort. In this context, this paper tests the
long-run relationship between the MI and income inequality in Tiirkiye over the 1988 — 2021 period, by using an augmented
autoregressive distributed lag (ARDL) testing approach. The analysis results support that there is a long-term relationship between
MI and income inequality in Tiirkiye (1988 — 2021).

Key Words: Inflation, Unemployment, Misery Index, Income Inequality

1. Introduction

“Inflation” and “unemployment” are economically undesirable conditions that should be kept at reasonable
levels. The MI measures the overall economic health of an economy by combining these undesirable economic
conditions. This index is probably the first attempt (Cohen, Ferretti, & Mclntosh, 2014) to develop an index
to measure the level of economic distress of the population.

The value of the index is simply the sum of the rate of unemployment and inflation. The MI was invented by
Okun in the early 1970s when the United States began experiencing “stagflation” which is a combination of
both increasing unemployment and increasing inflation (Nessen, 2008). An increase in the MI represents that
the economic conditions of people are getting worse and also worsening future prospects (Ozcan & Agikalin,
2015). And so, this index is both an indicator of economic well-being and unstable economic situations.

As stated before, the MI measures economic performance across two broad macroeconomic indicators. There
is no doubt that these macroeconomic issues reflect important criteria in judging the performance of an
economy. But at the same time, a holistic assessment of economic performance should also include measures
of distributive justice. Okun himself believed strongly that the political process should give "reasonable
weights" to equality (Asher, Defina & Thanawala, 1993). Based on this information, our study will focus on
the relationship between the MI (reflects the economic discomfort) and income inequality which is another
indicator of economic discomfort.

The health of an economy may be related to various socioeconomic factors. Thus, the MI has been the subject
of study in many different countries from many different perspectives. Also, the economic misery and
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indicators related to it differ among studies. The literature on the MI has focused on different channels of the
economy, such as economic growth, monetary policy, or income inequality. For example, Bayar and Aytemiz
(2019); Ghaffary Fard, Maleki Nasr, Saberi, and Ismail (2022); Nwani and Osuji (2020); Sadeghi, Marvasti,
and Karbor (2014); Sotoudeh Nia Korrani and Ziya (2022); Tunali and Akdag (2023) have investigated the
relation between economic misery and income inequality. Employed econometric methodology changes
among these studies as the scope of the study differs.

In the study of Bayar and Aytemiz (2019), the relationship between the MI, corruption, and income inequality
has been investigated for Latin American countries for the period 2022-2014. As empirical methodology panel
cointegration and panel causality tests were employed. Results of the research suggest that there is a positive
relation between the MI and income inequality. Also, it has been found that the causality between these
indicators is unidirectional, from the MI to income inequality. One other study that investigates the effects of
the MI on the income inequality indicator Gini coefficient is Ghaffary Fard et al. (2022). In the study, 12
Islamic countries’ data for the period 2010-2018 has been evaluated. As empirical methodology fully modified
ordinary least squares (FMOLS) technique employed. Results of the study revealed that there was a positive
impact of the MI on the income inequality indicator Gini coefficient by 0.057.

In the context of investigating the relationship between economic discontent and income inequality, Beskaya
(2013), analyses the impacts of economic and political factors on economic discomfort by using the Turkish
annual data from 1980 to 2010. Beskaya (2013) finds that, in the short run, economic discomfort increases as
income inequality and trade openness increase. The other study is Tunali and Akdag (2023). The study
investigates the impact of economic discontent on income distribution for 4 fragile economies, Tiirkiye, Brazil,
Argentina, and Indonesia by using data from 1985 to 2019. Researchers have preferred to employ the panel
co-integration test as an empirical methodology. According to the result of the study, there has been no
statistically significant relation between economic discontent indicator and income distribution. Another study
in the context of economic misery that focuses on the impact of economic misery on poverty is the research of
Nwani and Osuji (2020). In that paper, authors investigated the impacts of some socioeconomic indicators
including the MI on poverty for 20 Sub-Saharan countries by using data for the period 1990-2018. For the
analyzing method, robust least square and panel least square techniques were employed. The findings of the
study suggest that there is a positive relationship between the MI and poverty so high MI values cause an
increase in poverty.

The studies mentioned above, evaluate the relationship between the MI and income inequality for different
groups of countries. On the other hand, some studies investigate the relation for a specific country. To give an
example, studies of Sadeghi et al. (2014), and Sotoudeh Nia Korrani and Ziya (2022) both investigate the
relationship between economic misery and income inequality in Iran. Firstly, the study of Sotoudeh Nia
Korrani and Ziya (2022) the effect of the MI on income inequality has been evaluated for Iran by using data
from 1971 to 2019. As the analysis method, the autoregressive distributed lags model is employed. Results of
the study are in line with the literature which suggests that an increase in the value of the MI causes an increase
in the income inequality indicator. As a last study that investigates the relationship between the MI and income
inequality, the study of Sadeghi et al. (2014) can be evaluated. In the research data from 1972 to 2011 has
been analyzed and an econometric model smooth transition autoregressive (STAR) model has been used.
Results of the study suggest that above the threshold value of the MI, there is a positive relation between it and
income inequality. However, there has not been found any significant relationship among the variables where
the MI is below the threshold value.
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Another aspect of the health of economic studies consists of the evaluation of economic growth and the ML
In this context we can refer to studies of Akay and Oskonbaeva (2020), Dadgar and Nazari (2018) and Wang,
Haroon Shah, Ali, Abbas, and Ullah (2019). In these studies, the relation between economic growth and the
ML. Firstly, the study of Akay and Oskonbaeva (2020) data from 16 transition economies for the period 1996-
2017 was examined by using the panel ARDL technique to investigate the interaction between economic
growth and the MI. Results of the study suggest that there is a long-run relation between variables, with the
MTI has a negative effect on economic growth. In the frame of the relationship between economic growth and
economic misery, above mentioned study employs panel data analysis. Some studies investigate the same
relation for specific countries. The first example is Dadgar and Nazari (2018)’s study in which the impact of
economic growth on the MI of Iran was investigated by employing the vector autoregressive (VAR) model,
Granger causality, and Johansen cointegration tests. The findings of this study are in line with the literature
so there is a negative relation between economic growth and the MI. Another study in this frame is Wang et
al. (2019)’s study in which the relation between above mentioned variables is examined for Pakistan. To do
so, data from the period 1989-2017 was evaluated by using the ARDL model. The findings of the study suggest
that there is a long-run relationship between economic growth and the MI. Also, the relation among variables
has been found negative.

Another study in which the misery index is associated with different macroeconomic indicators is the study of
Akgay (2018). In this study, the relationship between remittances and the MI has been investigated for Tiirkiye
by using data for the period 1975-2011. As an analysis methodology ARDL model has been employed. Results
of the study indicate that the was a cointegration between remittances and the MI values for Tiirkiye. Also,
the relation has been found positive, meaning that an increase in the MI leads to an increase in remittances.
This relation has been found valid in both short-run and long-run.

Different from previously mentioned studies, Anaele and Nyenke (2021)’s study investigates the effect of fiscal
policy on the MI of Nigeria, instead of investigating the relation between some specific variables. To do that,
researchers have examined 1981-2018 data and employed the OLS methodology. Results of the analysis have
shown that government capital expenditure and government recurrent expenditure are negatively related to
the MI whereas government external debt is the opposite.

In addition to studies that examine economic misery and other variables, Monnin (2014) investigates the
relation between inflation and income inequality in 10 OECD countries for the period 1971-2010. The
econometric methodology employed in the study is generalized least square. According to the results of the
research, there has been found a U-shaped relation between long-run inflation and income inequality. At low
levels of inflation, higher income inequality values have been observed. As inflation increases income inequality
value decreases until a specific point of inflation, later it starts to increase again. According to the study, the
mechanism behind these behaviors of the variables was not clear so it requires to be investigated
comprehensively.

As can be seen from the previous studies, the relationship between economic misery and income inequality,
and the relationship between these variables and other socioeconomic variables are mostly similar. Except for
one study that has been evaluated above, all results of the studies are in line with each other. On the other
hand, there are not many studies in the literature on this subject specifically for Tiirkiye. As far as we know,
there are two studies in the literature analyzing the misery index and income inequality in Tiirkiye. One study
evaluated Tiirkiye in the context of fragile economies (Tunali & Akdag, 2023) and the other study examined
the relationship between economic discomfort and “economic and political factors” involved in inequality. No
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study directly evaluates the misery index and income inequality only in Tiirkiye. Therefore, our study fills this
gap in the literature. In this respect, our study differs from the existing literature and offers results specifically
for Tirkiye. It contributes to the literature with the results it presents that inflation and unemployment
together increase income inequality in Tiirkiye (1988-2021).

This paper is structured as follows: In the first section of the paper, we review the existing literature. In the
second section of the paper, by introducing the data and methodology, we study the relationship between the
misery index and income inequality in the example of Tiirkiye. We include the findings in this section and
conclude by making a general evaluation in the last section.

2. Data, Methodology and Findings

In this study, the relation between income inequality and economic misery has been investigated. For this
objective to be achieved two indices are employed as proxies. The first index which represents the level of
income inequality is the Gini coefficient. The second index which represents the level of economic misery, is
Okun’s misery index. The following equation shows the modeling of the relation between variables.

GINI, = ag + a M1, + & (1)

Data for the Gini coefficient has been obtained from the World Inequality Database (WID). Okun’s misery
index is simply the summation of the unemployment rate and inflation rate. Therefore, to calculate MI, the
unemployment rate, and inflation rate data have been obtained from the Turkish Statistical Institute’s Labor
Force Statistics Database and the World Bank’s World Development Indicators Database respectively. The
period of the data is from 1988 to 2021. Descriptive statistics of the dataset have been represented in Table 1.

Table 1: Descriptive Statistics

Obs. Mean St. Dev. Min Max.
MI 34 61.97 30.088574 16.27 113.71
GINI 34 46.83 2.581443 57.69 67.26

The analysis has been made by employing the Autoregressive Distributed Lags (ARDL) Bounds Test approach.
In this approach variation in the series’ unit root order (I(0) and I(1)) is not an obstacle to use this test but
having second-order unit root, 1(2), is a violation of the assumptions of this test. In this perspective, firstly, the
stationarity tests have been made. Table 2 shows the results of the Augmented Dickey-Fuller (ADF) unit root
test results. According to the test results, both variables are not stationary at the level, but they become
stationary when their first difference is taken.
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Table 2: ADF Unit Root Test

1(0) 1(1) Result
Intercept
GINI -1.656979 (0.4417) -3.454848 (0.0170) I(1)
MI -1.138134 (0.6887) -5.584844 (0.0001) I(1)
Intercept and Trend
GINI -1.549424 (0.7861) -3.753516 (0.0344) I(1)
MI -2.301806 (0.4199) -5.512940 (0.0004) I(1)

Note: Values in parentheses represent the probability values and optimum lag length determined by using the t-statistic.

After unit root tests, ARDL modeling has taken place. To determine the optimum lag length Akaike
Information Criterion (AIC) was employed. According to the model selection results, ARDL(3,1) is the
optimum order. The ARDL model equation is as follows:

AGINI, = ag + ¥ ByAGINI,_; + ¥9_ ByiAOMI,_; + 6,GINI,_, + 6,0MI,_, + ¢, (2)

Here, the coefficients f; and f, show the short-term dynamics where 6, and 8, show the long-term
dynamics. The bounds test procedure that investigates the long-run relationship between indicators is
performed with the help of the F-Test. The test results are displayed in Table 3. According to the ARDL
bounds test results, in which the long-term relationship between variables is analyzed, the F test statistic exceeds
the upper critical values at 10% and 5% significance levels. Accordingly, it is accepted that there is a long-term
relationship between Gini which is a proxy for income inequality, and MI which is a proxy for economic

misery.
Table 3: ARDL Bounds Test
F-Statistics k Significance Level 1(0) I(1)
Dependent Variable GINI 7.0751 1 10% 4.29 5.08
5% 5.395 6.35
1% 8.17 9.285

Since there has been a long-term relation between the above-mentioned indicators it is convenient to
investigate short-term and long-term coefficients estimations. Firstly, the long-term parameter estimation
results are presented in Table 4. According to the long-term estimation results, there has been a statistically
significant relation between indicators and an increase in economic misery by one unit causing an increase in
income inequality by 0.06 units. This result is in line with the existing literature. Short-term parameter
estimates are also included in the same table. As can be seen in Table 4, a statistically significant relation
between indicators in the short term has not been observed. Yet, the error correction mechanism has been
detected statistically significant and working by the results.
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Table 4: ARDL Parameter Estimation

Long-Term

Dependent Variable: GINI Coefficient t-statistics Prob.

MI 0.064934 5.786561 0.0000
Short-Term

[ 22.69455 3.812558 0.0008
D(GINI(-1)) 0.138108 0.854411 0.4010
D(GINI(-2)) 0.273276 1.549909 0.1337
D(MI) 0.007163 0.564584 0.5774
Error Correction -0.387850 -3.836176 0.0008

Later, diagnostics tests have been employed to investigate the reliability of estimation results. These diagnostic
tests are the Breusch-Godfrey serial correlation test, the Jarque-Bera normality test, the Breusch-Pagan-
Godfrey heteroskedasticity, and the Ramsey RESET test. In Table 5, the results of the above-mentioned

diagnostics are presented.

Table 5: Diagnostic Tests

Breusch-Godfrey =~ Serial Jarque-Bera Breusch-Pagan-Godfrey Ramsey RESET
Correlation test Normality Test Heteroskedasticity Test Test
0.511494 (0.6063) 0.3472 (0.84) 1.102487 (0.3840) 3.617923

(0.0692)

Later, the stability properties of the model were investigated by employing CUSUM and CUSUM of squares
tests. In the following Graph 1 results of the CUSUM test and CUSUM of Squares test have been visualized.
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Graph 1: Parameter Stability Tests

3. Conclusion

The MI measures economic performance across two broad macroeconomic indicators. A higher level of either
of these variables has negative effects on national welfare. Another economic phenomenon that concerns the
economic welfare of society is income inequality. Based on this information, the central theme of this paper is
to evaluate the impact of a basic economic trend indicator of a nation on income inequality, another versatile
indicator. In the study, which started with a general evaluation of the literature, we evaluated the effect of the
misery index on income inequality on data from Tiirkiye. Studying Tiirkiye as a sample makes this study
important, especially since it experiences significant effects of inflation and has a significant income gap. There
are not many studies in the literature on this subject specifically for Tiirkiye. As far as we know, there are two
studies in the literature analyzing the misery index and income inequality for Tiirkiye. One study evaluated
Tiirkiye in the context of fragile economies (Tunali & Akdag, 2023) and the other study examined the
relationship between economic discomfort and economic and political factors involved in inequality (Begkaya,
2013). No study directly evaluates the misery index and income inequality only in Tiirkiye. Therefore, our
study fills this gap in the literature. Our analysis results showed that there is a long-term relationship between
the misery index and income inequality in Tiirkiye (1988-2021). According to the long-term estimation results
an increase in economic misery by one unit causing an increase in income inequality by 0.06 units in Ttirkiye.
In other words, inflation and unemployment in Tiirkiye, in addition to all their negative effects, also deepen
the gap in income inequality. This reveals a result consistent with many studies in the literature (Bayar &
Aytemiz, 2019; Ghaffary Fard et al. 2022; Sotoudeh Nia Korrani & Ziya 2022). Therefore, while policymakers
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are making policies on inflation and unemployment, they should not ignore that the issue will also have an
income inequality aspect.
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Abstract

This study particularly aims at investigating the effects of entrepreneurship on personal income inequality employing machine
learning algorithms. Economic theory does not have a clear consensus on the link between entrepreneurship and income inequality.
Therefore, this issue is important to investigate. Personal income inequality model has been trained by using both random forest
and CatBoost algorithms and the contributions of model inputs in the prediction of personal income inequality have interpreted
by making use of the Tree SHAP algorithms with swarmplots. The data employed in the empirical analysis is 2019 TURKSTAT
Household Budget Survey in Tiirkiye with a sample size of 1275 household per head. The findings of the study shows that: (i)
Entrepreneurial income is the key determinant affecting personal income inequality and positively related to personal income
inequality; (ii) Low entrepreneurial income and high transfer income increase personal income equality, while individuals with
high entrepreneurship and high transfer income decrease it; (iii) Household per head having high labor, transfer, real estate and
interest income contribute to personal income inequality; Finally, to increase personal income equality, the results of the study
suggest the implementation of the following policy measures: Instead of increasing government transfer expenditure, the
entrepreneurship incentive programs can help to increase personal income equality. Incentives should be created to target middle-
aged and highly educated individuals.

Keywords: Entrepreneurship, Personal income inequality, Machine learning algorithms, Tree SHAP

JEL Codes: C60, D63, L26

1. Introduction

This study aims to examine the correlation between the entrepreneurship and personal income inequality in
Tirkiye. Additionally, it analyzes the interactions between socio-demographic factors of income inequality. In
fact, entrepreneurship have significant income redistribution implications. Conversely, it may have positive or
negative effects on income distribution contingent. Income inequality is determined by many factors including
entrepreneurship. The Kuznets curve, proposed by Kuznets (1955), suggests income inequality follows an
inverted-U shape during economic development. However, studies challenge its validity, showing income
inequality doesn't necessarily decrease after a certain income per capita level. Other factors, including world
forces, social norms, ownership of real and human capital, and government role, must be considered to explain
income inequality's determinants (Mergulhio, 2017; Tridico, 2018).
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Entrepreneurship can be viewed from two perspectives: the opportunity perspective, which sees it as a source
of innovation and growth, and the necessity perspective, which sees it as a survival strategy (Halvarsson, Korpi,
& Wennberg, 2018). The opportunity perspective suggests that entrepreneurship can increase income
inequality by rewarding successful entrepreneurs with higher incomes and creating skill-biased technological
change (Atems, & Shand, 2018; Ragoubi, & Harbi, 2018). The necessity perspective, on the other hand, sees
entrepreneurship as a survival strategy, providing income and employment opportunities for marginalized
groups (Lippmann, Davis, & Aldrich, 2005; Halvarsson, Korpi, & Wennberg, 2018). The net effect of
entrepreneurship on income inequality depends on the context and characteristics of entrepreneurs, such as
motivation, education, sector, and legal status. Therefore, a comprehensive and nuanced analysis of the
relationship between entrepreneurship and income inequality requires to determine the net effect of
entrepreneurship on income inequality.

Although there is a limited number of studies available, none of them examine the personal income inequality
in Tirkiye. A concise analysis of the existing literature reveals the significant aspects the linkage between
entrepreneurship and income inequality. Firstly, gini coefficient and other indices are utilized as measurement
of income inequality (Aceytuno et al., 2020; Atems & Shand, 2018; Halvarsson & Korpi, 2016; Lecuna, 2020;
Martin et al., 2010; Mohamad et al., 2021; Rani & Kumar, 2021) . However, it is important to note that
personal income inequality measurements aren’t employed. Secondly, limited studies explore the relationship
between entrepreneurship and income inequality in Tiirkiye. Thirdly, there is also a scarcity of studies that
thoroughly examine the interactions between the socio-demographic determinants of income inequality.
Fourthly, none of the studies review employ machine learning algorithms to analyze the impact of
entrepreneurship on personal income inequality. Lastly, a limited number of studies undertake a comparison
of the performance of the random forest algorithm and CatBoost algorithms in training their models.

This study is expected to make a significant contribution to the existing literature in several ways. Firstly, it
seeks to conduct an empirical examination of how entrepreneurship affect personal income inequality in
Ttirkiye. Secondly, while previous studies on the subject have not employed personal inequality measurements,
this research employs the Gini admissible personal inequality indexes (GAPII) as an overarching measure of
inequality in the empirical analysis. Thirdly, this study also contributes to the literature by analyzing the
interaction between socio-demographic factors of income inequality. Fourthly, although none of the studies
employ machine learning algorithms to analyze the impact of entrepreneurship on income inequality, this
study utilizes machine learning algorithms, which include TreeSHAP, randomforest and CatBoost. Lastly, it
contributes to the literature by comparing the performance of the random forest algorithm and the CatBoost
algorithms in training their models.

2. Literature Review

The relationship between entrepreneurship and income inequality is a complex and controversial topic in the
literature. Several studies use different measures, methods, and samples to analyze this relationship, and have
reached different conclusions. Many studies find the negative relationship between entrepreneurship and
income inequality. Martin et al. (2010) use a multiequational model to analyze the effects of entrepreneurship,
income distribution, and economic growth on each other, using data from 25 countries for the period 2000-
2006. They find a positive relationship between entrepreneurship and economic growth, and a negative
relationship between income distribution and entrepreneurship. Moreover, Lecuna (2020) investigates the
impact of entrepreneurship on income inequality using a fixed effects model for 54 countries in the period
2006-2012. He finds that total entrepreneurial activity is linked to improving income inequality, and that
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policies targeting informal sectors can decrease income inequalities. Finally, Mohamad et al. (2021) study the
relationship between entrepreneurship and income inequality 47 developing countries using GMM and OLS
methods and the period from 2009 to 2017. They conclude that entrepreneurship reduce income inequality.

Several studies conclude to the positive relationship between entrepreneurship and income inequality. An
analysis is conducted by Halvarsson and Korpi (2016), who use a regression-based income decomposition and
a generalized entropy index to analyze the contribution of entrepreneurship to income inequality at both ends
of the distribution, using data from Sweden for the years 2005 and 2013. They find that entrepreneurs account
for bottom-end inequality, while incorporated self-employed individuals contribute to top-end inequality.
Furthermore, Atems and Shand (2018) employ a system generalized method of moments (GMM) estimator
and an ordinary least squares (OLS) estimation to analyze the impact of entrepreneurship on income
inequality, using US state-level data for the period 1989-2013. They find a positive relationship between
entrepreneurship and income inequality, and that policies encouraging entrepreneurship may be detrimental
to growth. A few studies obtain empirical evidence that entrepreneurship doesn’t affect income inequality.
Rani and Kumar (2021) examine the impact of entrepreneurial activities on income inequality and human
development in BRICS countries using fixed effect and random effect models and data for the period 2004-
2015. They find that entrepreneurial activities have a neutral impact on income inequality, and a positive
impact on human development in BRICS nations.

In conclusion, the literature on the relationship between entrepreneurship and income inequality is rich and
diverse, but also inconclusive and contradictory. Different studies have used different definitions, measures,
methods, and samples of entrepreneurship and income inequality, and have reached different results and
implications. Therefore, a more comprehensive and consistent approach is needed to understand and address
the complex and dynamic relationship between entrepreneurship and income inequality.

3. Dataset and methodology

This study uses the Household Budget Survey in 2019 from the Turkish Statistical Institute (TURKSTAT)
household datasets (N= 1275), which have been adjusted in various ways. The data is produced through the
utilization of the "OECD-modified" equivalence scale technique formulated by Hagenaars, de Vos, and Zaidi
(1994), which permits modifications to be made based on specific coefficients. This method includes yearly
total income, labor, transfer, real estate, interest, and entrepreneurial incomes data, which are redistributed
and included in the analysis.

3.1.Model and methodology

To investigate the linkage between entrepreneurship and personal income inequality, we employ
entrepreneurial income as measurement of entrepreneurship in the empirical model of personal income
inequality. The model is also extended with socio-demographic variables (individuals’ age, gender, income,
education level) and other income components (labor, transfer, real estate, interest and entrepreneurial
incomes). A detail of variables is presented in Table 1.
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Table 2 Data sources and variable definitions.

Variables Measurement Data Sources
NGI . .. . Own Calculation (from
Gini-admissible Personal Inequality Index Houschold Budget Survey)
ENTREPRENEUR Yearly entrepreneurial income (TL)
AGE Individual’s Age
EDUC Education level (1= no education level,

2=Primary School, 3= Secondary School, 4=
High School, 5=Vocational School of Higher
Education, 6= University, 7= Postgraduate)

EMPLOYMENT Employment status (O=not working, 1= Household Budget Survey
working)

LABOR Yearly labor income (TL)

TRANSFER Yearly transfer income (TL)

REALESTATE Yearly real estate income (TL)

INTEREST Yearly interest income (TL)

This study employs machine learning algorithms in the empirical analysis due to concerns regarding arbitrary
estimation and inefficiency in non-linear circumstances (Salas-Rojo & Rodriguez, 2022; Han, 2022).
Traditional methodologies, such as biases and model selection problems, impose restrictions on parameter-
based analyses and non-parametric tests. To address these inefficiencies, tree classification algorithms, which
are devoid of biases and model selection problems, are preferred over traditional methodologies. The machine
learning algorithms utilized in this study comprise random forest, CatBoost, and Tree SHAP, which is a variant
of SHAP. In dataset training process, random forest and CatBoost regressors are utilized. Following the
training of the model, Tree SHAP is employed to interpret the contributions of the model's inputs (i.e.,
determinants of personal income inequality-features) in predicting the model's output (i.e., personal income
inequality variable-output of the model) 1. The random forest algorithm, which is a machine learning
technique, employs multiple decision trees to carry out classification or regression tasks. It is based on the
concept of ensemble learning, wherein the predictions of multiple models are combined to enhance overall
accuracy and reduce the risk of overfitting (Breiman, 2001). The random forest algorithm can be formulated
as follows (Breiman, 2001):

. 1%
fo() =5 ) Ty(0).
b=1

where f(x) denotes the predicted output of the random forest for the input x; B is called as the number of
trees in the random forest; Tj, (x) represents the predicted output of the b-th tree for the input x. The
underlying principle behind this formula is that through the process of averaging the predictions of numerous
trees, we can diminish the variance and noise caused by each individual tree, thereby achieving a more
consistent and accurate prediction.

CatBoost is a gradient boosting toolkit that can handle categorical features and reduce overfitting. It uses an
additive ensemble of oblivious trees as the final predictor, where each oblivious tree is a function that maps the

' We utilize Tree SHAP since machine learning algorithms couldn’t be directly interpreted for causal inference.
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input features to a prediction value (Prokhorenkova et al., 2018). The prediction value of the ensemble is given

by:

FOO) = Fa(3) + ) nfex)

where FO(x) is the initial approximation, T is the number of trees, 1 is the learning rate, and ft(x) is the
prediction value of the t-th tree (Prokhorenkova et al., 2018). CatBoost also uses a technique called random
permutations to reduce the bias of the target-based encoding and avoid overfitting (Dorogush et al., 2018).

SHAP (Shapley Additive Explanations) is a machine learning technique that is presently employed to elucidate
the output derived from different machine learning models. Specifically, Tree SHAP is intended to clarify the
results obtained from models based on trees. SHAP exhibits consistency in estimating the degree of significance
associated with variables, rendering its findings easily interpretable. It bears resemblance to the Shapley value
approach (Han, 2022) and was introduced by Lundberg and Lee (2017), providing estimation results that are
interpretable. The formulation of TreeSHAP for regression can be described as follows:

— IS(IFI-1SI-1)! L
b= ZSQF\U}TUX(S Uy — (8] o

where ¢ is the SHAP value for feature j; S is a subset of features excluding j; F is the set of all features; | S|
is the number of features in subset S; | F | is the total number of features; f, (S) is the prediction of the model
with features in set S £, (S U {j}) is the prediction of the model with features in set S including feature j.

4. Results

This section presents the findings derived from the empirical analysis of the personal inequality model through
machine learning algorithms. Initially, the estimation results of the random forest and CatBoost are illustrated
and interpreted, followed by an analysis of the significance of variables. In Figure 1, the color blue (red) signifies
low (high) values of personal income inequality features. Leveraging this information, we can interpret Figure
1 as follows. A decrease in entrepreneurial income level leads to a reduction in the SHAP value. This suggests
a positive correlation between personal income inequality and entrepreneurial income. Similarly, higher values

of LABOR, TRANSFER, REALESTATE, EDUC, and INTEREST are associated with high SHAP values,

indicating that these features contribute to the prediction of personal income inequality.
Table 1: Evaluation results.

Evaluation Metrics

Algorithms R? RMSE
Random Forest 0.81 6.34
CatBoost 0.86 5.37

Table 1 presents the evaluation results based on the evaluation metrics for each model. Upon comparing the
two models, the evaluation values exhibit a slightly increase in all evaluation metrics for CatBoost compared
to random forest algorithm. The interpretation and analysis of algorithms are summarized as follows: CatBoost
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has greater explanatory power and less prediction error in the evaluation results. Consequently, CatBoost
appears to be more reliable and appropriate for the interpretation and analysis of variable importance.

Fig. 1: CatBoost SHAP summary plot.

Note: (1) The vertical order indicates the relative importance of the variable. (2) The red color represents a high value, while

the blue color shows a low value of the variable. (3) The influence of the variable's value on the output is shown on the
horizontal axis. (4) The dots' density indicates how intense they are.

Fig. 2: Effects of interaction between typical features using CatBoost.
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Figure 2 shows the impact of interaction between typical features and SHAP dependence plots. Low
entrepreneurial income and high transfer income reduce personal income inequality, while individuals with
high entrepreneurship and high transfer income increase it. Individuals with low transfer income and high
entrepreneurial income contribute less to inequality compared to those with high entrepreneurship and transfer
income. However, as labor income increases, individuals with high entrepreneurial income increase inequality
more. High education and labor income contribute more to inequality, but individuals with low labor income
contribute the most. Individuals with both entrepreneurial and interest incomes contribute more to personal
income inequality. High entrepreneurial income up to age 50 reduces inequality, while those over 50 have
higher inequality. Unemployed individuals with high transfer income reduce inequality more, but some with
low transfer income can distort the distribution.
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5. Conclusions and Policy Recommendations

This study investigates the effects of entrepreneurship on personal income inequality under various socio-
demographic and income components and provides valuable insights into the factors influencing personal
income inequality. These findings have several significant conclusions and implications for economic policy
makers. Entrepreneurial income is identified as the most critical factor influencing positively personal income
inequality. Education stands out as the most crucial socio-demographic factor that affects personal income
inequality, indicating that individuals with having more education level are more likely to contribute personal
income inequality. Other income components (labor, transfer, real estate and interest incomes) have a positive
impact on personal income inequality. Among socio-demographic groups, highly educated young and middle-
aged individuals exhibit a higher likelihood of decreasing in personal income inequality. This suggests that
targeted policies and marketing efforts should focus on these demographics to increase income equality.
Finally, this study compares machine learning algorithms and demonstrates that CatBoost has a more
explanatory power, and it is reliable machine learning algorithm for interpreting variable importance compared
to the random forest algorithm.

Policymakers should consider these findings when designing strategies to mitigate personal income inequality.
To achieve a more equitable distribution of income, it is first necessary to regulate the distribution of transfer
income to individuals. In particular, transfer expenditures for individuals with high entrepreneurial income
should be reduced and restructured to promote entrepreneurship. Economic policies that will ensure a fairer
wage distribution according to education level in the labor market should be implemented. To reduce income
inequality, incentives for entrepreneurial activities should be provided for the young and middle-aged groups.
Transfer income support should be increased for unemployed individuals and those without any other source
of income.
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Abstract

In light of the upcoming ageing and population decline combined with the already high state subsidy on pensions, the Greek
government capitalized the auxiliary pension in order to stimulate the efficiency and long-term sustainability of the pay-as-you-
go (PAYG) pension scheme. Taking this into account and following a “demand-based” theoretical approach, we compare the
interaction of the determinants of a pay-as-you-go and a fully funded (FF) pension scheme with the macroeconomic environment
aiming to investigate the impact of demographic changes on economic activity and income distribution. Unlike the majority of
relevant studies, we consider the pension sector as an integral part of the macroeconomic environment, and we examine which
pension scheme is able to manage demographic changes more effectively; not only in terms of state budget, but also in terms of
economic growth and income inequality. On this basis, we also highlight the critical role of functional income distribution and
trade unions’ bargaining power in determining income inequality and in offsetting the effect of demographic changes on economic
activity.

Keywords: demographic changes, pension schemes, income inequality, functional income distribution

JEL Codes: D31, D33, H55, J11

1. Introduction

The demographic projections of ageing and simultaneous population decline in the near future in Greece have
called into question the sustainability of the already burdened pay-as-you-go (PAYG) defined benefit (DB)
pension scheme. In particular, the pension expenditure in Greece in 2018 reached 16.1% of GDP (Eurostat,
2022a), while the state subsidy on pensions amounted to 10.1% of GDP (Pissaridis committee, 2020). These
ratios reveal the fragile status of the Greek pension sector, considering that the average of the corresponding
ratios of the European Union countries for the same period was 12.4% and 3.1% of GDP respectively.

Furthermore, projections show that the total population of Greece will decline by more than two million over
the next 50 years (Eurostat, 2022b) and the life expectancy for a person aged 65 will rise by almost 5 years
until 2070 (Eurostat, 2022c¢), indicating, in addition to population decline, a gradual increase in ageing. As a
consequence, according to the European Union's “Ageing Working Group” (AWG, 2021), the old-age
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dependency ratio' will increase from 37.9% in 2019 to 65.2% in 2070, while the pension system dependency
ratio” will rise from 64% to 75.9% over the same period.

Given the above, the pay-as-you-go scheme is expected to be further strained in the coming decades as ever
fewer insured will finance the pensions of ever more retirees. In order to restore the efficiency and long-term
sustainability of the pension sector, several studies have recommended, inter alia, the capitalization of a part of
the pay-as-you-go scheme, as this could reduce its vulnerability to demographic changes and stimulate
economic growth through rising investment and employment (see e.g., Nektarios et al., 2018; Daskalopoulos
etal., 2018; Christodoulakis et al., 2018; Pissarides committee, 2020). Eventually, in the light of demographic
changes and high state subsidy on pensions, the Greek government recently capitalized the auxiliary pension
and adopted the fully funded (FF) defined contribution (DC) method for its calculation®.

The relationship between demographic changes and pension schemes has been sufficiently studied by many
researchers (see e.g., Fanti & Gori, 2008, 2012; Whitehouse, 2012; Artige et al., 2014; Cipriani, 2014, 2018;
Tabata, 2015; Dedry et al., 2017; Alonso-Garcia et al., 2018; Morimoto et al., 2018; Cipriani & Pascucci,
2020; Cipriani & Fiorini, 2021 ), but the impact of this relationship on economic activity and income
distribution has been investigated much less or not at all, as it is not placed in a framework of interaction with
the macroeconomic environment. Pension schemes are an integral part of the macroeconomic environment,
as they link the functional income distribution (i.e., the distribution of output among the various factors of
production) with the disposable income of pensioners, the pension expenditure with the state budget, the
demographic changes with economic activity and the social security contributions with the financial side of
the economy.

Therefore, unlike the previous approaches, we place the pension sector in a framework of interaction with a
dynamic macroeconomic environment aiming to examine the impact of demographic changes on economic
activity and income distribution. Specifically, we compare a pay-as-you-go defined benefit and a fully funded
defined contribution pension scheme, which represent the recent reform of the Greek pension sector, in order
to investigate which of them could manage the upcoming demographic changes in Greece more efficiently,
not only in terms of the state budget but also in terms of economic growth and income inequality. Finally,
following a ‘“demand-based” approach, we underline the crucial contribution of the functional income
distribution and the trade unions’ bargaining power in reducing inequality and offsetting the effects of ageing
and population decline on the economy.

2. Determinants of pensions and the role of functional income distribution

The pay-as-you-go and fully funded pension schemes under consideration represent the contributory and
auxiliary pension of the Greek social security sector respectively and therefore differ in terms of managing
social security contributions, calculating pensions, relating to the real and financial side of the economy and
addressing demographic risks. To understand the relationship between the pension schemes and demographic
changes, as well as its impact on economic activity and income distribution, we describe the interaction of each
scheme with the macroeconomic environment, presenting the determinants of their pensions. Also, to capture

' Old-age dependency ratio (OADR) is the ratio of the total population aged over 65 years to the total population aged between 15
and 65 years.

? Pension system dependency ratio (SDR) is pensioners-to-employees ratio.

3 According to Articles 1 & 2 of Law no. 4826/2021 of Greek legislation, the auxiliary pension fund was established, and the funded
defined contribution pension scheme is implemented for the calculation of the auxiliary pension.
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the effect of this relationship on income inequality, we consider an economy consisting of employed and
unemployed workers, who receive wages from firms and unemployment benefits from the government
respectively, entrepreneurs, who receive the distributed profits of firms, and pensioners, who receive pensions
from the respective pension fund.

Figure (1) illustrates this economy by focusing on the determinants of each pension scheme. The solid black
arrows show the flows of income converted into pensions by the two pension funds, as well as the payments
to economic agents. On the other hand, the dotted green and blue arrows show the determinants of pensions
in the pay-as-you-go and fully funded schemes respectively. These arrows represent the positive relationship
between determinants and pensions, while the red arrows represent the negative association of pension schemes
with demographic and investment risks.

Figure 1: Determinants of pensions in the Pay-as-you-go and Fully funded pension scheme

The pay-as-you-go scheme is based on "intergenerational solidarity” as the social security contributions of
current (employed) workers finance the current pension expenditure and the pensions paid to future pensioners
will be financed by the contributions of future workers. Under the defined benefit calculation method, the
amount of pension is estimated from each pensioner's pensionable earnings and replacement rates, while any
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difference between contributions and pensions is financed by the state budget, as this method does not take
demographic risks into account. Moreover, pensionable earnings are adjusted each period based on the wage
change index1, while the total amount of pension increases annually in line with the rate of change in GDP2.
Thus, the determinants of pensions are the amount of wages received by each pensioner throughout his or her
working life, which reflects pensionable earnings, the years of insurance (employment), which determine
replacement rates, and the growth rates of wages and economy, which annually readjust pensionable earnings
and pensions respectively.

On the other hand, in the fully funded scheme, the social security contributions do not finance the current
pension expenditure. Instead, they are credited into individual accounts by the pension fund and are invested
in financial products such as deposits, bonds and equities. Under the (funded) defined contribution calculation
method, the amount of pension depends on each pensioner’s accumulated contributions and the
corresponding returns, as well as on life expectancy at retirement. This method is exposed to investment risks,
while, unlike the defined benefit method, it does not allow for deficits between contributions and pensions, as
it transfers demographic risks from the government to each individual pensioner. Hence, the determinants of
pensions are the amount of contributions paid by each pensioner during his or her working life, which depends
on the amount of wages earned and the years of insurance (employment), the returns on the financial products
and the life expectancy projections at retirement.

Apart from their different response to demographic changes, pension schemes also differ in their relationship
with the real and financial side of the economy. The pay-as-you-go scheme is entirely related to the real side
of the economy (wages, wage change index, growth rate of the economy, employment), while the fully funded
scheme, in addition to the real side (contributions, employment), is also related to the financial side of the
economy (returns on financial products, investment risks). This results mainly from the link of both schemes
with the functional income distribution, which, although indirectly, is one of the most important determinants
of pensions.

In the pay-as-you-go scheme, pensions are largely influenced by the wage share, as both wages and the wage
change index determine the amount of pensionable earnings. In the fully funded scheme, pensions are affected
by the wage share, through the amount of social security contributions, but are also connected to the profit
share, mainly through the dividends earned by the pension fund from firms. Thus, although the wage share is
positively associated with the pay-as-you-go scheme, this is not always the case in the fully funded scheme, as
it creates countervailing pressures on pensions. The relationship between pension schemes and functional
income distribution is crucial to offset the impact of demographic changes on the economy, as we see in the
following section.

3. Ageing and population decline

In this section, we describe the effects of the upcoming ageing and population decline in Greece, on the
economic activity, income distribution and state budget, comparing the two pension schemes. We follow a

! According to Article 24 of Law no. 4670/2020 of Greek legislation, from 2025 onwards, pensionable earnings are adjusted each
period based on the wage change index.

* According to Article 14 of Law no. 4387/2016 and the amendment of the same by Law no. 4670/2020 of Greek legislation, the total
amount of the pension is increased from 1.1.2023 per year based on the coefficient resulting from the sum of the annual rate of change
of GDP plus the rate of change of the annual general consumer price index of the previous year divided by two. In order not to
overburden the presentation of the determinants, we do not consider the effect of inflation on pension schemes.
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“demand-based” approach, which considers not only the relationship of wages and pensions with production
costs and state subsidy respectively, but also their relationship with the demand for goods. Population decline
may lead to a reduction in consumption expenditure, while the continuous increase in the dependency ratio,
through the declining labor force and rising life expectancy, may increase the state subsidy on pensions,
resulting in a slowdown in economic growth and an increase in public debt.

However, these effects can be compensated, at least in case of the pay-as-you-go scheme, if trade unions are
able to benefit from the reduction in the labor force by increasing their bargaining power. According to
Screpanti (1996, 2000) and Cassetti (2003), unions' bargaining power is affected by fear of unemployment,
which is best reflected in the rate of change of employment or the rate of change of employment rate.
Therefore, considering the rate of change of employment rate as the indicator of unions’ bargaining power,
the reduction in the labor force could increase their bargaining power and their wages, as well as the wage share
in national income. Nevertheless, the increase in the wage share does not generate the same (positive) effects
on the economies of the two pension schemes in terms of economic growth and income inequality.

3.1. Pay-as-you-go pension scheme

In the short run, population decline tends to reduce consumption, demand and output, while the reduction
in labor force tends to increase the employment rate of workers, their bargaining power and thus their wages.
Rising wages stimulate consumption and potentially offset the impact of population decline on it. So, despite
the sharp drop in investment due to increasing production costs, the fall in demand and output becomes
milder. The latter allows labor demand to decline slower than the labor force, resulting in a continuous increase
in employment rate and wages.

In the medium run, the rising wages and employment rate are reflected in higher pensionable earnings and
replacement rates respectively, which gradually raise pensions. Since the propensities to consume out of wages
and pensions are greater than the propensity to consume out of profits, and considering the growing number
of pensioners (ageing), the growth rate of consumption increases and stimulates the aggregate demand. The
higher aggregate demand leads to an increase in labor demand. Consequently, the demographic changes
(ageing and population decline) result in a transition of unemployed workers to retirement. As the income
from pensions is higher than unemployment benefits, the above further accelerates the growth rate of
consumption. Eventually, in the long run, the continuous rise in wages, pensions, employment and
consumption not only offsets the impact of demographic changes but also increases the growth rate of the
economy.

Rising employment and wages also increase the wage share, which can reduce inequality among all the groups
of economic agents under consideration. Since initially the growth rate of output falls, an increase in the wage
share reduces the profits distributed by firms. This decreases income disparity at the top of the income
distribution, particularly the inequality between entrepreneurs and employed workers. In the medium run, as
pensions adjust to rising wages, the income gap between pensioners and employed workers narrows. This
declines even further in the long run, as pensions, in addition to the growth rate of wages, are also affected by
the growth rate of the economy, which gradually rises. Finally, the continuous transition of unemployed
workers to retirement, arising from the decline in labor force and the parallel increase in labor demand,
significantly reduces inequality at the bottom of the income distribution.
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In the first periods of demographic changes, the increase in state subsidy on pensions, due to the rising
dependency ratio, and the decrease in tax revenues, due to population decline, place a major burden on the
state budget. Nevertheless, the continuous rise in social security contributions (wages) may partly cover the
higher pension expenditure and mitigate the increase in public debt. Afterwards, the gradual recovery of
economic activity and the significant increase in employment, through rising tax revenues and decreasing
unemployment benefits respectively, can finance the even higher pension expenditure, which increases due to
the adjustment of pensions to rising wages. But even if the latter is not always the case, increasing public debt,
the acceleration of economic growth due to higher wages, pensions and employment may lead to a reduction
in the debt-to-GDP ratio.

3.2. Fully funded pension scheme

In the short run, as in the pay-as-you-go scheme, the reduction in labor force increases the employment rate
and the unions’ bargaining power. By raising wages, this reduction tends to offset the impact of population
decline on consumption. Raising wages also decrease the distributed profits of firms to pension fund. This
forces the pension fund to reduce its demand for firms’ equities in order to invest in more profitable financial
products, despite the increase in its assets due to rising social security contributions. Consequently, in addition
to rising production costs, the fall in demand for equities leads firms to further decrease their investments,
placing even more downward pressure on aggregate demand.

Although the drop in investment is sharper in the fully funded scheme, the major difference between the two
schemes arises from the impact of the wage share and demographic changes on their pensions and is reflected
in consumption in the medium run. In the fully funded scheme, the increase in the wage share, due to rising
social security contributions (wages), tends to raise pensions, but on the other hand, due to falling firms'
distributed profits to pension fund, as well as the decreasing return on equities, it tends to reduce them. Also,
unlike the pay-as-you-go scheme, the increase in life expectancy due to population ageing places further
downward pressure on pensions.

Therefore, the fully funded scheme generates significantly lower pensions than the pay-as-you-go scheme, in
which demographic changes do not affect pensions and the increase in the wage share stimulates them through
rising wages (pensionable earnings) and employment (replacement rates). Due to the growing number of
pensioners, in the long run, lower pensions slow down the growth rate of consumption. Eventually, the decline
in consumption and investment intensifies the implications of demographic changes on economic activity.

As in the pay-as-you-go scheme, rising wage share and the simultaneous reduction in the distributed profits to
entrepreneurs are able to decrease the inequality between the latter and employed workers. In contrast to the
pay-as-you-go scheme, the countervailing pressures of the wage share in pensions in the fully funded scheme
do not allow them to adjust to the growth rate of wages. This widens the income gap between employed
workers and pensioners, as the number of the latter increases. Finally, inequality at the bottom of the income
distribution is likely to decrease less than in the pay-as-you-go scheme, because the decline in labor force and
the parallel reduction in labor demand, due to the falling growth rate of output, could lead the unemployed
but also employed workers to retirement.

Despite the increase in the dependency ratio, the state budget is not burdened, since the functioning of the
fully funded scheme does not create deficits between social security contributions and pension expenditure.
However, even if the fully funded scheme does not directly affect the public debt, it could raise the debt-to-
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GDP ratio due to the negative impact of lower pensions on economic activity, e.g., by decreasing tax revenues
through the reduction in pensioners’ income and/or by slowing down the growth rate of output through the
decline in consumption.

4. Conclusions

Several studies (see section 1) have examined the efficiency of different pension schemes, focusing mainly on
their relationship with the state budget, and have recommended structural changes in them without
considering their interaction with the other sectors of the economy. Most of these studies have recommended,
inter alia, the capitalization of a part of the pay-as-you-go scheme, to reduce its vulnerability to demographic
changes and stimulate economic growth. Based on these recommendations, and in light of the upcoming
ageing and population decline and the high state subsidy on pensions, the Greek government capitalized the
auxiliary pension to stimulate the efficiency and long-term sustainability of the pay-as-you-go pension scheme.
Unlike these studies, in this paper, by placing a pay-as-you-go and a fully funded pension scheme in the
macroeconomic environment and examining their interaction with it, we described the potential impact of the
upcoming ageing and population decline in Greece not only on the state budget but also on economic activity
and income distribution.

According to the results, it was observed that under the appropriate conditions (increasing trade unions’
bargaining power), the pay-as-you-go scheme can manage demographic changes more effectively than the fully
funded scheme, as it can be not only sustainable but also efficient for the economy. In particular, it appears
that it can contribute to the recovery of economic activity through increasing wages and pensions, reduce
income inequality across the whole range of the income distribution by rising wage share and employment,
and, despite the increase in state subsidy on pensions, lead to a lower debt-to-GDP ratio in the long run. On
the other hand, the fully funded scheme, although it does not directly burden the state budget, intensifies the
implications of demographic changes on economic activity and widens the income gap between pensioners
and the other groups of economic agents, because of the countervailing effect of increasing wage share on
pensions.

The constraints of the analysis are clear, since the response of pensions schemes to demographic risks, as well
as their effects on the economy, vary depending on the conditions of each period and the specific characteristics
of each economy, such as the intensity of demographic changes, the openness of the economy, the demand
regime, the propensities to consume out of income from different sources, the share of consumption and
investment in national output, the labor and social security institutions, the investment risks, etc. However,
these constraints reveal the complexity of the pension sector and underline the main contribution of this study,
which is to highlight the importance of examining each pension scheme as an integral part of the
macroeconomic environment in order to understand its overall impact on economic activity and income
distribution.
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Abstract

Energy demand has generally shown an increasing trend in the world with economic growth. Especially after World War 11,
energy consumption and demand began to increase rapidly. Developments such as the development of technology, industrialization,
transportation, infrastructure and increase in international trade have been effective in increasing energy demand. Both suply
and demand imbalance and political, military or economic events in the international arena have affected the energy markets.
While production and energy demand decreased during the Covid-19 epidemic in recent years, production and energy demand
began to increase rapidly as the epidemic lost its effect in the world. EU countries, which especially meet their energy needs from
Rusia, have turned to other suply sources with the Rusia-Ukraine war. The aim of this study is to examine how EU countries
responded to the energy crisis through demand, substitution and suply, using the descriptive analysis method. The share of liquid
natural gas increased and the share of Rusia decreased in the energy products import of EU.

Keywords: Energy, Energy Crisis, Energy Suply, Trade.
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1. Girig

Ekonomik biiytime ile ayni trendi takip eden enerji talebi ve tiiketimi 6zellikle 2. Diinya Savast’'ndan sonra
hizla artmaya baglamigtir. 1900’1ii yillarin baginda enerji kaynagi olarak biiyiik oranda komiir kullanilmaktayd:.
1920°li yillarda ise petrol, karayolu ve deniz tagtmaciligr ile 1sinma icin kullanilmaya baglanmigtir. Ham
petroliin yani sira dogalgaz titketimi de daha yavag bir hizla artmaya baslamisur. Elekerik tiretiminde, 1stnma
ve yemek pisirmede artan dogalgaz kullanimi, 1920'de kiiresel enetji titketiminin %1'ini olustururken,
2019'da %22'sini olugturmustur. Giiniimiizde, petrol, kdmiir ve dogalgazdan olusan ¢ ana fosil yakitin
toplam enerji titketimindeki payr %83’tiir (World Bank, 2022: 29-31). Kiiresel ekonominin petrole olan
bagimliligi 1970'lerden beri 6nemli 6lgiide azalmistr. Ornegin, petrol yogunlugu (yani bir birim GSYIH
tiretmek icin gereken petrol mikearr) 1970'de 0.12 ton petrol esdegerinden (tep) 2022'de 0,05'e diigmiistiir.
Azalmanin biiyiik kismi ulagtirma sektoriindeki verimlilik iyilestirmelerinin ve petrol yerine diger enerji
kaynaklarinin kullanilmasinin sonucudur. Yenilenebilir enerjiye gecis ayni zamanda fosil yakitlara olan
bagimliligin azalmast anlamina da gelmektedir ve bu da giiniimiizde petrole olan talebin daha yavas
biiytimesine yol agmaktadir (World Bank, 2023: 13).

Cogu zaman biiylime trendi izleyen iiretim ve enerji talebinde Covid-19 salgini esnasinda uygulanan
kistitlamalar ile 2019 yilindan itibaren tiim diinyada ciddi bir azalis yaganmugur. 2021'de kisitlamalarin
kaldirilmasiyla kiiresel ekonominin enerji sistemi giiglii bir toparlanma gostermigtir (BP, 2022: 3). Artan
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tiretim ve enerji talebinin ardindan 24 Subat 2022’de Rusya’nin Ukrayna’y: isgali kiiresel bir enerji krizi
yasanmastna yol agmustir. Rusya, diinyanin en biiyiik fosil yakit ihracatgisidir ve dzellikle Avrupa icin 6nemli
bir tedarikgidir. 2021’de AB’nde tiiketilen tiim enerjinin dértte biri Rusya’dan alinmigur (IEA, 2023a).
Rusya’nin Avrupa’ya Kuzey Akim boru hattindan dogalgaz sevkiyatini siiresiz olarak kesmesinden sonra
elekerik ve dogalgaz fiyat aruglar 6zellikle Avrupa’da hizlanmigtur. Avrupa iilkelerinin Rusya’dan dogalgaz
ithalat1 %40’tan %9’a diiserken, Avrupa’nin sivilagtirilmis dogalgaz (Ing) ithalati da %70 oraninda artmigur
(Kavukeu, 2022: 3-4).

Rusya'nin OECD (Ekonomik Kalkinma ve Isbirligi Orgiitii) tiyesi Avrupa iilkelerine dogalgaz ihracat1 2022'de
bir 6nceki yila gore tahmini %50 (83 milyar metrekiip) diiserek 1980'lerin ortasindan bu yana en diisiik
seviyesine gerilemigtir. Ttirkiye'ye yapilan teslimatlar bir 8nceki yila gore %18 azalirken, Avrupa Birligi'ne gaz
arzi yaridan fazla azalarak 2021 ile kargilastirildiginda 78 milyar metrekiiplitk bir diisiise karsilik gelmistir.
Rusya, Mayis 2022’de Avrupali sirketlere bir dizi yapturim uygulamis ve ardindan Rus dogalgaz sirketi
Gazprom, Yamal-Avrupa boru hattuni kullanmay: birakacagini duyurmugtur. Gazprom Haziran ortasindan
itibaren Kuzey Akimi tizerinden gaz akigint kademeli olarak azaltmig ve Agustos ay1 sonuna kadar boru hatt
tizerinden gaz tedarikini tamamen durdurmugtur. Eylil ayindan itibaren yalnizca ti¢ boru hatt sistemi
(Ukrayna transit giizergahi, Mavi Akim ve Tiirk Akim) ¢alisir durumda kalmigtir. Rusya'nin OECD Avrupa’ya
dogalgaz arz1 2022'nin dérdiincii ¢eyreginde tahmini olarak %70 oraninda (25 milyar metrekiip) diigmiigtiir
(IEA, 2022: 42).

Enerji arz stkinusina kargi AB iiyesi iilkelerde bazi niikleer santrallerin acil durum rezervi olabilecegi icin
kapatilmasinin ertelenmesine karar verilmistir (Kavukeu, 2022: 5). Japonya, Isveg ve Belgika gibi baz1 iilkeler
niikleer enerji santrallerinin kullanim émiirlerini uzatma karari almglar, niikleer enerji santrali bulunmayan
tilkeler de niikleer santraller kurmaya yonelmiglerdir. Almanya gibi Avrupa dilkeleri Rusya’ya enerji
bagimliliklarini ve dogalgaz tiiketimlerini azaltmak amaciyla kapatlmasi yoniinde karar alinan kémiir
santrallerini yeniden faaliyete gecirme ve komiir kullanmay siirdiirme karart almislardir (Ozdemir Dascioglu,
2022: 4). Ayrica AB tiyeleri, gaz depolama yiikiimliiliikleri getirerek verimliligi arttirma ve yenilenebilir enerji
kaynaklarint daha fazla kullanma kararr almiglardir. Yeterli petrol arzi saglamak icin Uluslararast Enerji Ajanst
(IEA) ve tiye tilkeler 1 Mart 2022 ve 1 Nisan 2022 kararlar: ile kamu stoklarindan veya endiistri tarafindan
tutulan zorunlu stoklardan yaklagik 182 milyon varil acil durum petroliinii serbest birakmuglardir. Bazi IEA
tiyesi tilkeler de ek kamu stoku olarak Mart ve Kasim 2022 arasinda 240 milyon varilden fazla petrolii serbest
birakmistir (IEA, 2023a).

Rusya-Ukrayna savastyla birlikte ortaya cikan enerji krizine kargt AB tilkeleri talep, ikame ve arz yoluyla tepkiler
vermigler ve politikalar uygulamiglardir. Bu ¢aligmanin amaci enerji krizinin enerji talebini nasil etkiledigini,
kullanilan enerji kaynak tiirleri agisindan nasil bir degisimin yasandigini ve AB tiyesi iilkelerin Covid-19 salgini
sonrast artan enetji ihtiyaglarini kargilamada enerji tedarikeilerindeki degisimi nitel analiz yontemiyle ortaya
koymaktir. Calismada Uluslararast Enerji Ajansi, Diinya Bankast ve Avrupa Istatistik Ofisi’nin 2017-2023
dénemi verilerinden yararlanilmigur. Calisma Rusya ve AB tiyesi tilkeler arasindaki enerji ithalat ve ihracauni
kapsamaktadir. Caligmanin ilk boliimiinde AB iilkelerinin toplam enetji ithalatina yer verilmis, sonrasinda
AB’nin Rusya’dan enerji ithalau ile fosil yakit ithal ettigi tedarikgi tilkeler ele alinmugtir.
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2. AB Ulkelerinin Toplam Enerji ithalat1 (2019-2022)

2022'nin ikinci ¢eyregine kiyasla 2023'{in ikinci ¢eyreginde AB iiyesi devletlerin enerji iiriinleri ithalatinda
diisiis olmugtur. AB enerji ithalat1 2023 yili ikinci ¢eyreginde toplam deger olarak %39.4, net kiitle olarak da
%11.3 oraninda azalmistir (EU, 2023a).

Sekil 1. AB Enerji Uriinleri Ithalat Hacim Endeksi 2021-2023 (2021'in ilk ¢eyregi = 100)

Kaynak: EU, 2023a.

Sekil I’de 2021 yilinin ilk ¢eyreginden bu yana enerji iiriinlerinin gelisimi gorillmektedir. Petrol yaglar: ithalau
bu dénemde sabit kalmigtur. Komiir ithalau da ayni dénemde sabit kalmus, yalnizca 2023 yilinin ikinci
ceyreginde ciddi bir diisiis kaydetmigtir.

Petrol yaglarinin AB ithalatinin toplami icindeki payr 2021'de %9.1'den 2022'de %11’e yiikselmis, ancak
2023"tin ikinci ceyreginde %10.2've diismiistiir. Enerji bilesimi incelendiginde (net kiitle olarak), petrol
yaglarinin ithal enerji iriinleri arasinda agik ara en biiyiik grup oldugu (2023 'iin ikinci ¢eyreginde toplam AB
enerji ithalatinin %59.5'1) ve %4.8 oraninda artug goriilmektedir (EU, 2023a).

Dogalgaz ithalau 2022 yilinda giderek azalmis, 2022'de 9%10.8, 2023'tin ikinci ceyreginde ise %5.9'a
diismiistiir. 2023 yilinin ikinci ¢eyreginde, 2021 yilinin ilk ¢eyregine gore %25 daha diisiik gerceklesmistir.
2022 yili ikinci ¢eyregi, 2021 yili birinci geyrek ile kargilagtirildiginda dogalgazin payr %2.9 azalirken, Ing’nin
payt %1.1 arcmugur. Lng ithalaa 2021'in ilk geyregine kiyasla énemli 8l¢iide artmis ve iki katina ¢gtkmigtir.
Lng’nin artan popiilaritesi, tasima kolaylig1, daha yiiksek verimlilik ve diger enerji kaynaklarina gére daha temiz
kullanim gibi baz1 faktorlerle agiklanabilir (EU, 2023a).

3. AB Ulkelerinin Rusya'dan Enerji Ithalat1

Savagin baglamasindan beri AB’nin Rusya’dan enerji ithalati keskin bir sekilde diigmiigtiir. Avrupa Birligi
verilerine gore 2020 yilinda AB enerji ihtiyacinin %24.4’linii Rusya’dan temin ediyordu. AB iiyesi iilkeler
enerji ihtiyacinin %41.7’sini kendileri iiretirken, Rusya dist iilkelerden enerji ithalatnin orani %33.1°di.
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AB’nin enerji ithalati toplam enerji tiiketimi iginde %57.5 oraninda olup Rusya’dan ithalat toplam ithalat
icinde %42 paya sahipti ve AB enerjide Rusya’ya bagimli durumdayd: (Euronews, 2023).

Rusya'nin boru hatt ve Ing yoluyla yapug: dogalgaz ithalat, 2021'deki toplam AB dogalgaz tiiketiminin
%37'sini olusturmugtur. Rusya'dan petrol ithalati, AB'nin toplam petrol ithalatinin %25'ini olusturuyordu.
Rusya'dan komiir ithalau ise, 2021'de AB'nin toplam koémiir enerji tiiketiminin 9%20'sine katkida
bulunmustur (BP, 2022: 7).

Tablo 1. AB'nin Enerji Ithalatinda (AB dist) Rusya'nin Ticaretteki Pay:

2. ve 3. ceyrek ortalamasi (2017-2021) 2. ve 3. ceyrek ortalamasi (2022)
Dogalgaz %35.2 %19.9
Petrol %29.2 %:20.0
Koémiir %38.7 %25.7

Kaynak: EU, 2023b.

Ocak 2022°de AB’nin Rusya’dan ithal ettigi dogalgaz orani %41 iken, Ekim 2022’de %12’ye diigmiistiir.
AB’nin dogalgaz ithalati savag éncesi %50 oranindaydi. AB’nin enerji ithalatinda Rusya’nin pay ticari olarak
da gerilemistir. 2017-2021 yillarinin ikinci ve {iglincii ¢eyreginde AB’nin dogalgaz ithalatinda Rusya’nin pay:
%35.2 iken bu oran 2022’nin ayni déneminde %19.9’a diigmiistiir (Euronews, 2023).

Tablo 2. AB'nin Rusya'dan enerji ithalatr (milyon ton)

2018 2019 2020 2021 2022ilk 3 2022 1. 2022 2. 2022 3.
geyrek ceyrek Ceyrek Ceyrek
319.1 300.2 264 275.6 156.2 65.1 54.5 36.6

Kaynak: EU, 2023b.

AB’nin Rusya’dan toplam enerji ithalau incelendiginde de ithalactaki diisiis agtk bir sekilde goriilmekreedir
(Tablo 2). 2018 yilinda 319.1 milyon ton olan enerji ithalat salgin dénemindeki diisiisten sonra 2021 yilinda
tekrar yiikselerek 275.6 milyon tona ¢ikmigtur. Savagin basladig 2021 yili 2. geyreginde ise 54.5 milyon tona,
2022 yili 3. geyreginde ise 36.6 milyon tona diigmiistiir.

4. AB'nin Petrol, Dogalgaz, Lng ve Kémiir Tedarikgileri

Diinya petrol ticareti akisi, Rusya'nin enerji ihracatina uygulanan uluslararasi ambargolarin ortasinda biiyiik
bir degisime ugramistir. Rusya, esas olarak bau limanlarindan nakliye yapan, rafineri ve petrokimya
hammaddelerinin yanit sira nihai triinlerin de 6nemli bir ihracatgisidir (IEA, 2023b: 100). Rusya'nin
Ukrayna'y isgalinin ardindan G7 hiikiimetleri ve AB merkezli petrol sirketleri ve tiiccarlar, Rus iiriinlerinin
ithalatint hizla durdurmus; geri kalan akglar ise Subat 2023'te AB ambargosunun yiiriirliige girmesinden sonra
durdurulmugtur. AB ambargosu, basta motorin olmak {izere daha fazla Rus hacminin yeni varig noktalarina
gitmesine neden olmustur. Ithalatgilar, Rus iiriinlerini muhtemelen daha az optimal veya daha maliyetli olan
kalite ve mengeli iirtinlerle degistirmiglerdir. Orta Dogu ve Asya'daki rafinerilerden Atlantik Havzasi'na daha
fazla motorin ve nafta (petroliin 100 ile 250 santigrat derece arasinda damitilmasindan elde edilen, benzinle
gazya@ arasinda bir {iriin) taginirken, Latin Amerika ve Meksika'dan Kuzey Amerika ve Avrupa'ya daha fazla
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akaryakit taginmigtir. Latin Amerika, Orta Dogu ve Asya'da bu hacimlerin yerini Rus tiriinleri almistir (IEA,
2023b: 108).

Tedarikgilerde biiytik bir gesitlilik, 2022 ve 2023'tin sonraki ¢eyreklerinde giderek ortaya ¢tkmaya baglamistir
(EU, 2023a). Avrupali rafineriler, basta ABD ve Orta Dogu olmak iizere yeni tedarikgilerden ham petrol
tedarik etmiglerdir. Kuzey Denizi'ndeki yiiksek hacimler ise bolgede kalmigtir. Biiyiik oranda indirimli Rus
ham petrolii, 6zellikle Asya'da yeni alicilar bulmugtur. Mart 2022'den bu yana Rusya'nin ihracati tamamen
doguya kaymus, Hindistan ve Cin Rusya’dan ham petrol ithalatint arturmugtir. Mayis 2023'te Hindistan ve Cin,
Rusya'nin ham petrol ihracatinin neredeyse %80'ini olusturuyordu. Buna karsilik Rusya, Hindistan ve Cin'in
ham ithalatinin sirasiyla %45 ve %20'sini olusturmugtur. Rus hacmi Tiirkiye'ye, Siiveys'in dogusuna, Latin
Amerika'ya ve Afrika'ya yonlendirilmigtir. Rusya daha 6nce Avrupa'da nafta, motorin ve akaryakitun yani sira
ABD'de de hammadde ithalatinda biiyiik paya sahipti. Bu pazarlardaki ithalat ikameleri Kuzey Amerika, Orta
Dogu ve Asya dahil olmak iizere daha uzak bélgelerden gelmistir (IEA, 2023b: 101). Petrol yag: agisindan,
Rus ham petroliiniin deniz yoluyla ithalatina iliskin AB yasag1 5 Aralik 2022'de yiiriirliige girmis ve ardindan
5 Subat 2023 itibariyla rafine petrol {iriinlerine uygulanan ambargo baglamigtir. Bu 6nlemlerin etkisi 2023
yilinin ilk ¢eyreginde goriilmeye baglanmigtir (Tablo 3).

Tablo 3. AB'nin Petrol Ithalat: (ticaretin pay1)

2022 1. geyrek % 2022 2. geyrek % 2023 1. geyrek % 2023 2.¢eyrek %

Rusya 26.09 | Diger 37.5 | Norveg 13.3 | Diger 37.4
ABD 10.4 | Rusya 15.9 | ABD 13.1 | Norveg 13.4
Norveg 9.5 | ABD 10.8 | Kazakistan 10.1 | ABD 13.3
Kazakistan 8.5 | Norveg 9.6 | S. Arabistan 8.2 | Kazakistan 10.0
Libya 7.2 | Nijerya 6.9 | Libya 7.1 | Arabistan 8.8
Nijerya 6.4 | Kazakistan 6.6 | Nijerya 7.0 | Libya 7.9
S. Arabistan 4.8 | Irak 6.5 | Rusya 3.2 | Nijerya 6.7
Diger 27.2 | S. Arabistan 6.3 | Diger 38.1 | Rusya 2.7

Kaynak: EU, 2023a, EU, 2023b.

2022'nin ilk ceyreginde Rusya %26 payla en biiyiik petrol yag: saglayicist olurken, 2023'tin ilk ¢eyreginde
Rusya'nin pay1 2022'nin ilk ¢ceyregiyle karsilagtirldiginda 22.8 puanlik diisiisle yalnizca %3.2 olmugtur. Buna
kargilik ayni dénemde paylarinin en fazla artugr iilkeler Norveg (%3.8), Suudi Arabistan (%3.4) ve ABD
(%2.7) olmusgtur (IEA, 2023a). AB'nin petrol tiriinleri tedarikinde 2022 yil1 ilk ¢eyreginde %15.9'luk oranla
ilk sirada yer alan Rusya'nin pay1, 2023 yilinin ayni doneminde %2.7'ye inmistir. Ikinci geyrekte AB'nin petrol
tiriinleri ithalatinda Norve¢'in payt %13.7'ye, ABD'nin pay1 %13.6'ya, Kazakistan'in pay1 %10.2'ye ve Suudi
Arabistan'in pay1 da %9'a yiikselmistir. Rusya'nin ham petrol ihracatt AB ve G7 iilkelerinden Cin, Hindistan
ve Tiirkiye'ye yonlendirilmistir (World Bank, 2023: 25).

Enerji ithalatindaki diisiis dogalgazda da soz konusu olup Rusya'nin payr 2022 yil ikinci yarisindaki %28.3

oranindan 2023 yili ikinci ¢eyreginde %13.8'e gerilemistir. AB'nin 2023 yili 2. ¢eyreginde boru hattiyla gaz
ithalatnda ilk siray1 % 44,3 ile Norveg almugstir (Tablo 4).
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Tablo 4. ABnin Dogalgaz Ithalat: (ticaretin payi) (2022 1 ve 2. Ceyrek-2023 1 ve 2. Ceyrek)

2022 1. Ceyrek % 2022 2. Ceyrek % 2023 1. Ceyrek % 2023 2.¢eyrek %

Rusya 38.8 | Norveg 38.1 | Norveg 46.1 | Norveg 44.3
Norveg 38.1 | Rusya 28.3 | Rusya 17.4 | B. Krallik 17.8
B. Krallik 8.9 | B. Krallik 17.9 | Cezayir 13.4 | Cezayir 16.5
Cezayir 6.0 | Cezayir 7.2 | B. Krallik 12.9 | Rusya 13.8
Azerbaycan 6.0 | Azerbaycan 6.6 | Azerbaycan 7.2 | Azerbaycan 6.0
Diger 2.2 | Diger 2.0 | Diger 3.1 | Diger 1.6

Kaynak: EU, 2023a, EU, 2023b.

AB iilkelerinin Rusya’dan dogalgaz ithalat1 2022 yili ilk geyreginde toplam dogalgaz ithalatinin %38.8 i iken
bu oran giderek azalmg, 2023 yil1 ikinci ¢ceyreginde %13.8’e kadar diigmiistiir. 2022 yili ilk ¢eyreginde AB’nin
en biiyiik tedarikgisiydi. 2022 yili ikinci ¢eyrekee Birlesik Krallik, Cezayir ve Azerbaycan’in payr arcmugtir. 2023
yilt ilk ¢eyreginde Norveg, Cezayir ve Azerbaycan dogalgaz ithalatinda pay1 en fazla artan iilkeler olmustur.
AB, dogalgaz ithalatnda baska tedarik kaynaklarina yonelerek kaybedilen Rus boru hatt gaziny, Ing ithalau ve
Norveg ile Kuzey Afrika'dan daha yiiksek boru hattr gaziyla degistirmistir (World Bank, 2023: 2). Lng’de
Rusya (%18.1), 2022 yilinin ilk ¢eyreginde ABD'nin (%48.6) ardindan AB'nin ikinci biiyiik tedarikeisi
olmustur (Tablo 5).

Tablo 5. AB’nin Lng Ithalati (ticaretin pays)

2022 1. Ceyrek % 2022 2. Ceyrek % 2023 1. Ceyrek % 2023 2.ceyrek %

ABD 48.6 | ABD 49.1 | ABD 48.6 | ABD 49.1
Rusya 18.1 | Rusya 15.2 | Rusya 18.1 | Rusya 15.2
Katar 10.7 | Katar 11.9 | Katar 10.7 | Katar 11.9
Nijerya 6.3 | Cezayir 4.7 | Nijerya 6.3 | Cezayir 4.7
Cezayir 4.3 | Misir 4.5 | Cezayir 4.3 | Misir 4.5
Misir 3.1 | Nijerya 4.1 | Misir 3.1 | Nijerya 4.1

Kaynak: EU, 2023a, EU, 2023b.

2023 yilinin ilk ¢eyreginde Rusya'nin pay: diismiistiir. Ayni zamanda Norveg (%6.5), Katar ve Cezayir'in (her
ikisi de %2.4) paylar1 artarken, ABD'nin pay1 %8.4 diigmiistiir. AB'nin 2023 yili 2. ¢eyreginde Ing ithalatinda
da ilk siray1 %46.4'le ABD alirken, onu en yakin %12.4'le Rusya, %10.9'la Katar, % 9.9'la Cezayir ve %5.1'le
Nijerya takip etmigtir. Rusya’dan enerji ithalaundaki diigiis komiir i¢in de gegerlidir. 10 Agustos 2022°de AB
ambargosunun yiiriirliige girmesi ve Rusya'dan kémiir ithalatina yasak getirilmesinin ardindan AB, tedarikini
baska yerlerden, 6zellikle Avustralya, ABD, Kolombiya ve Giiney Afrika'dan saglama konusunda bagarili
olmugtur (World Bank, 2023: 31-32). 2022 yili ikinci ¢eyreginde AB kémiir ithalatinin %32.8’si Rusya’dan
yapimusti. 2023 ikinci ¢eyreginde ise 2022 yili ikinci ¢eyregine gore Avustralya’nin pay1 %20.5’ten %35.2’ye,
ABD’nin pay1 %20.3’ten %25.9’a, Kolombiya'nin payr %10.9°dan %12.6’ya, Giiney Afrika’nin pay1
%6.6’dan %9.4’e, Kanada’nin pay1 %2.8’den %4.7’ye yiikselmigtir (EU, 2023a, EU, 2023b).

Krize karg1 piyasalarin tepkisi talebin azalmasi, ikame etkisi ve arz tepkisi seklinde olmustur (Kavukeu, 2022:
5). Rus gazinin kesilmesiyle beraber ortaya ¢ikan agigin giderilmesi icin ilkeler Ing ithalatina ve alternatif
tedarikgilere yonelmiglerdir. Avrupa’nin Ing ithalat1 %70 oraninda artmugtir (Kavukeu, 2022: 1). Uzun vadede
toplam tiiketim icerisinde fosil yakitlarin oraninin azaltlmasi i¢in yenilenebilir enerji kaynaklarinin artrilmas:

110



| ABSTRACTS & PROCEEDINGS |

14. International Conference on Political Economy
Inflation, Employment, and Inequality

December 14-15, 2023, istanbul, Turkey, www.icopec.org

yoniinde planlama yapilmaktadir (Ozdemir Dasgioglu, 2022: 4). Ulkeler acil programlar ile yenilenebilir
enerjiye geciglerini hizlandirmaya caligmaktadirlar. Bunun yani sira elekerikli araglarin sayist artmis olup 2019
yilinda satilan arabalarin %4t elekerikli iken 2022°de bu oran %15’e yiikselmigtir. 2030 yilinda ise diinyanin
en biiylik {i¢ piyasasinda elektrikli ara¢ oraninin %50’yi bulmasi beklenmektedir. Ayrica diinyada niikleer
enerjiye bir doniis s6z konusudur. Yenilenebilir enerjinin itici giicii enerji giivenligidir. Bircok tilke temiz enerji
teknolojisi imalatinda gii¢lii bir role sahip olmay1 hedefledigi icin bu alanda yatirim yapmaktadir. Bu sekilde
enerji maliyetlerinin diismesi beklenmektedir. Basta ABD olmak iizere ozellikle gelismis tilkeler yenilenebilir
enerji yatirimi yapan firmalara siibvansiyonlar vermekte, vergi muafiyeti saglamaktadir (EkolQ, 2022).

Artan enerji giivenligi kaygilarinin etkisi, AB'nin daha 6nce Rusya'dan dogalgaz ithalatina bagimlilig ve genel
olarak petrol ve gaz ithalatina olan yogun bagimlilig1 goz éniine alindiginda ozellikle belirgindir. AB, Cin ve
Hindistan birlikte 2021 yilinda kiiresel petrol ithalatinin yaklagtk %45'ini ve dogalgaz ithalatinin yaklagik
%350'sini olusturdu. Her ti¢ bolgede de artan enerji giivenligi endigeleri, ithal edilen petrol ve gazin birincil
enerji icindeki payinin kalict olarak azalmasina yol agmaktadir. Bu iilke ve bolgelerde yerli petrol ve dogalgaz
tiretimininin artmasinda sinirlilik ithal petrol ve gazin birincil enerjideki azalan payinin, yurt icinde iiretilen
yenilenebilir enerji kaynaklarinin daha fazla tiiketilmesiyle dengelendigi anlamina gelmekeedir (BP, 2023: 29).

Rusya'nin Ukrayna'y: isgaliyle tetiklenen kiiresel gaz ve enerji krizi, diinyaya enerji arz giivenliginin énemini
bir kez daha haurlatmis ve bunu yaparken fosil yakit ithalauna bagimliliktan kaynaklanan kirilganliklar:
azalurken temiz enerjiye gegisin hizlandirlmasi ihtiyacint da vurgulamigtir. Avrupa Komisyonu, Mays
2022'de Avrupa Birligi'nde, yesil gecisi daha da hizlandirma ve blogun Rusya'nin fosil yakit ithalatina
bagimliligini azaltma vizyonunu ortaya koyan REPowerEU Planini yayinlamistur. REPowerEU ile diisiik
emisyonlu gazlardan biyometan tiretiminin 2030 yilina kadar yilda 35 milyar m3'e ¢ikarilarak on kattan fazla
artirilmasi planlanmaktadir. Diisitk emisyonlu hidrojen arzinin da 2030 yilina kadar 20 milyon tona
ctkarilmasi ve bu mikearin yarisinin ¢esitli kaynaklardan ithal edilmesi planlanmaktadir. Bircok Avrupa iilkesi
2022'de hidrojen stratejilerini ve yol haritalarini agiklamigtir (IEA, 2022: 54-55). Kiiresel biyometan arzi 2022
yilinda %16 artmugtir. Artan biyometan tiretiminin %90’1n1 2019 yilindan beri diinyanin en biiyiik biyometan
tireten {ilkesi olmay1 siirdiiren ABD olusturmaktadir. 2022’de AB biyometan iiretimi de %15 oraninda
artmugtir (IEA, 2022: 57).

5. Sonug

Covid-19 siirecinde azalan kiiresel iiretim ve enetji talebi, salgindan sonra hizla artmaya baglamig, ardindan
Rusya ile AB iilkeleri arasindaki enerji ticareti yapturimlari, Rusya’nin Ukrayna’yr isgali ve iki iilke arasindaki
savas bir enerji krizine doniismiis, krizden tiim diinya etkilenmistir. Krize karst enerji piyasalarinin ve
politikalarin tepkisi talep, ikame ve arz tepkileri seklinde olmugtur. Arz ydniinde, AB iilkelerinde enerji
ihtiyaglarinin kargilanabilmesi i¢in azalulmasi planlanan komiir tiiketimine devam edilmesi, kapatilmas:
planlanan santrallerin kapatlmasinin ertelenmesi, yeni niikleer santraller kurulmasi yoniinde kararlar
alinmugtir.

AB iilkelerinin ithal ettigi enerjinin bilesiminde dogalgaz azalmis, yerine Ing ithalati artmigtir. Savagtan dnce
enerji ithalatinda Rusya’ya bagimli olan AB iilkeleri Rusya’dan tiim fosil yakit kaynaklar: ithalatini azaltmisg,
baska tedarik kaynaklarina yonelmistir. 2022 yili ilk ¢eyreginde Ing ithalatinda %18.1 olan Rusya’nin payi,
2023 yili ikinci geyreginde %12.4 olarak gerceklesmistir. En fazla Ing ithalan ABD’den, ikinci sirada
Rusya’dan, iigiincii sirada Katar’dan yapilmugtir.
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Dogalgaz ithalaunda 2022 yili ilk ¢eyreginde %38.8 olan Rusya’nin payi, 2023 yili ikinci ¢eyreginde %13.8
olmugtur. AB’nin dogalgaz ithalatinin artug: tilkeler ise Norveg, Birlesik Krallik ve Cezayir olmustur. AB’nin
petrol ithalaunda Rusya’nin payr 2022 yili ilk ¢eyreginde %26.09 iken ikinci ¢eyreginde %15.9%a, 2023 yili
birinci geyreginde %3.2’ye, ikinci ¢eyreginde ise %2.7’ye kadar diigmiistiir. Ayni1 dénemde Norveg, ABD ve
Kazakistan’in paylar: artmigtir.

Rusya’dan enerji ithalaundaki diisiis kdmiir icin de gegerlidir. AB, kdmiir tedarikini Rusya yerine, Avustralya,
ABD, Kolombiya ve Giiney Afrika'dan gerceklestirmigtir. Rusya-Ukrayna savast ve enerji krizi enerjide
bagimliligin azalulmasi, yenilenebilir enerjiye gecisin hizlandirilmasi ¢abalarinin énemini bir kez daha
hatirlatmistir.
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Abstract

In these times,contemporary information and technological progressive have allowed states to gain limitless access to information,

enabling them to further strengthen their positions and freely manage the information space. The information war has limited
military confrontations,despite the fact, it softened sharp confrontations between the countries. Privacy, freedom of expression is

exactly those constitutional right that most represent the forms of democracy. As for the freed, it is mirroring in the charter of
democracies. The threat of information war is related with the defects of many political systems. The consequence that can arise
in conditions of information war, propaganda, and disinformation, can cause serious harm to any country. Thus, it is clear thar
each stakeholder is answerable for participating in the fight against information warfare.

Keywords: Information Warfare, Propaganda, Disinformation, Polarization; Military Intervention; Liberal Democracy.

1.Introduction

A lot states have successfully switched to liberal democracies after World War II. In 1989, Francis Fukuyama
wrote about the "unequivocal victory of political liberalism" and the "universalization of Western liberal
democracy as the ultimate form of human government" (Fukuyama, 1989). Free word is especially revered in
the United States Of America, which has adopted the least restrictive laws. The inhabitants of the United
States protect their right to privacy, and freedom of speech, also from government interference. So, the privacy
policy is strictly adhered to in Western European countries also.

Information warfare is the firstborn of the modern global world. Now, access to information is increased,
giving and receiving information in a modern environment, 24 hours a day, is freely available to any person,
regardless of social status, age or education. The effectiveness of the information war has been revealed by
several global events that have popularized its phenomenon (EUvsDISINFO, 2020).

Democratic values such as freedom of speech, expression, and information are under great pressure in the
context of modern information warfare. IN modern life everyone and especially countries around the world
are actively using disinformation and propaganda for their aims. So Information warfare is as damaging as
military intervention.

The paper is based on systematic and complex approaches, it uses certain research methods proven in the social
sciences, such as the comparative analysis method and others.
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2."Hybrid Conflicts" and Cyberspace

In our century are a lot conflicts, where information warfare plays an important role, where cyberspace is
effectively used to achieve the desired aim. Information warfare is an integral part of hybrid warfare. We still
not universal definition of it,so, we must recognize that hybrid warfare, along with military intervention,
implies the use of other, more modern tactics in modern conflicts (Fridman, Pearce, 2019). Cyber security is
one of the components of information security, around which the debate is becoming increasingly relevant for
states. Nowadays, countries, along with military intervention, are actively resorting to information warfare,
propaganda, and disinformation/infodemia. It is necessary to note that the ability to share information over
the last century, as well as the availability of its means of dissemination, has been growing steadily. If the
number of radio listeners in the world after 38 years of the invention of the human radio reached 50 million,
this result can be achieved for television in 13 years, and the number of Internet users on the global network
has reached the same rate in just 4 years since its invention (Chkopoia, 2017). At the same time, the formation
of the global information space, which gave a great motive to the progress of mankind, revealed its negative
aspects.

"Cybercrime" is not just a word today, it poses the greatest threat to humanity. Almost every day, the media
of different states report about this terrible event in the world. For example, in 2011 a group of hackers hacked
the website of the American analytical research company Strategic Forecasting. Consequence, e-mail addresses
were published on the Internet, with passwords for US and British servicemen, intelligence agents, police
officers, as well as NATO advisers and politicians.Additionally, the personal data of former Secretary of State
Henry Kissinger and former US Vice President Dan Quayle, who worked during the presidency of President
George W. Bush, became available. Thus, it is worthy to recall a group of hackers, Team Poisn, who hacked
into one of the UN servers, stealing the passwords of thousands of employee accounts. The victims of cyber-
attacks are not only high-ranking officials but also ordinary citizens (Krepinevich, 2012). In 2012, criminals
in Israel hacked and published the personal data of several thousand credit card holders. It should be
highlighted that cyber-attacks are not limited to attacks on individuals, they also occur at the state and
international levels. This is because the national infrastructure of each modern state is closely linked to the use
of the latest computer technology (Dawson, 2020).

The use of computer systems and the Internet has a special place in the work of many countries and
organizations, therefore the interruption of their work or any kind of damage seriously affects any process
carried out by the organization, or government agency. Internet and computer systems are used to manage
various infrastructures. Any damage or malfunction to military and satellite systems, communication channels,
elements of water, gas, electricity and nuclear energy, oil and refining infrastructure can cause serious harm to
both the company and the state.

From 2007-2012, there were numerous cases where the critical, important infrastructure of different countries
and companies was intentionally damaged using the Internet and computer viruses. 2007 - Russia's
confrontation with Estonia escalates into a serious cyber-attack, causing certain problems for the Estonian
Internet space. Estonian internet resources were inaccessible for some time, and Estonian websites were
damaged. Government websites, as well as websites owned by news agencies, were deliberately hacked and
damaged. To restore the functioning of some state sites, temporary copies of them were created in the American
and European Internet space. During the 2008 Russia-Georgia war, Georgia's Internet space was exposed to
serious cyber-attacks. A large number of network packets were sent to the Georgian Internet space, which
caused the overloading of Internet channels and temporary damage to the Georgian Internet space (Geers,
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2008). GeorBot - Targeted cyber espionage against Georgian state resources during 2011-2012. The hackers
infected only those pages of Georgian news sites that contained information about the visits of the NATO
delegation, military news, the president's statements, and relations with the United States. Thus we can say
that the target audience was pre-selected by the cyber-attack organizers. When opening these websites, the
Internet user's computer was automatically infected with an unknown virus program. The virus checked the
geographical location of the computer by time zone. The main function - was to search for predefined words
in military files, and documents (military, secret, intelligence), in case of detection, these files were copied to
the author's server and infected many government agencies and several critical infrastructure objects. Flame /
Gauss - A high-level cyber-attack on Arab states in 2012, specially created computer viruses infected the
agencies of the target countries (Fisher, 2012).

One of the main problems in the fight against cybercrime is the fact that it is often very difficult to pinpoint
not only the direct perpetrators but also their location or the country from which the attack took place.
Therefore, an offender or a group of criminals can easily hide not only their involvement in organizing a cyber-
attack, but also identify themselves as other users of the network or remain anonymous altogether. The sources
of cyber threats are representatives of the public and private sectors, as well as organizations and individuals
created under different types and brands. The paradox is that the most decentralized structure (the Internet),
whose original purpose was to deter the threat of a Soviet nuclear attack by US security services at the time,
gives the parties involved in modern conflicts after the end of the Cold War the opportunity for a variety of
actions (Hearing Held, 2017).

3.The Difficulty of Specifying the Definition

Still, Kennedy called the Internet a new public square, but we must acknowledge the importance of the unique
features of social media, which contributes to the distortion of free speech and creates a favorable information
environment for the enemy. The Internet has created a modern environment in which the most important
problem is technological insecurity. Social networks have helped increase the personal impact of each
individual on information, in terms of persuasion around the world. Propaganda goes even further than the
truth. In this case, we have to refer to the term fake news, which was first used in the late nineteenth century,
but its definition does not allow to define the essence of misinformation, as this definition itself is vague and
ambiguous, and experts want to develop its exact terminology, as many consider fake news an inadequate term.
Here even the politicians are not the exception, since very often they use this term to refuse to cover
information that is unacceptable to them.

Misinformation confuses the citizens, strengthens their distrust, and manipulates public opinion. Thus, social
media has promoted polarization and strengthened the interference of external forces in the domestic politics
of countries (Transparency International Georgia, 2019). Here we have to say that the concept of
disinformation or infodemia for the EU relates to unverified, misleading information used as a weapon for
economic and political gain that could lead to public harm. It also threatens democratic, political processes.

4,The Kremlin Information War against Democracy in the West and the United States

The modern world is well aware of Russia's targeted information war campaigns against Estonia, Ukraine,
Georgia, Western Europe, and the United States. According to the US Department of Justice, the purpose of
Russia's actions is to introduce a rift, undermine trust in democratic institutions and influence the political
mood, thus trying to achieve its own geopolitical goals (Colomina, Sanchez, Youngs, 2021).
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Before the 2016 US presidential election, Russia actively used the media to spread fake news and sources
among key groups of voters. To prevent this, the US State Department began developing and implementing
a new program aimed at using counter-arguments and identifying the actors. However, the State Department
was forced to cancel the program because the United States Privacy Act of 1974 restricted the collection of
data, and the program allowed free access to personal information, which was against the law (Colomina,
Sanchez, Youngs, 2021).

To fight the information war, the US must reconsider the laws, amend them, and implement legislative reforms
to protect national security and ensure democratic processes, and civil liberties. Laws in the United States at
this point create serious obstacles to the fight against information warfare, the latter of which undermines
liberal democracy.

5.Information War in the Context of the COVID-19 Pandemic

China and Iran are actively involved in the modern information war with Russia, which has become
particularly strong under the Covid-19 pandemic and spreads similar narratives. During the COVID-19
pandemic, the capabilities of information warfare were further "refined". As for the propaganda, information
warfare has further fueled the talk of conspiracy theories, which has led to a distrust of public institutions, even
in democracies. In the conditions of the modern pandemic, the tendencies of foreign interference in the
domestic policy increased, which was facilitated by technological possibilities, which led to the formation of
public opinion and the formation of different views, which often contradicted the interests of the state. These

developments have forced the EU to counter growing threats and focus more on foreign policy (Chkopoia,
2021).

According to the World Health Organization (WHO), the world community has become a victim of an
infodemic around the COVID-19 pandemic (Alaverdov, 2021). Between January 20 and February 10, 2020,
2 million messages were posted on Twitter related to theories about the coronavirus pandemic a vulnerability
syndrome that emerged in the community. The abundance of infomedia deprives people of the opportunity
to seek a credible source. At least 17 countries have adopted regulations aimed at reducing disinformation in
a pandemic, which includes the imposition of certain censorship (Freedom of Information Development
Institute, 2016).

United Nations Secretary-General Antonio Guterres has presented a set of actions that ensure the protection
of human rights and at the same time direct the spread of misinformation. The UN is actively working to stop
the disinformation campaign in the face of the whole pandemic, which threatens world stability. The World
Health Organization (WHO) actively cooperates with social networks, including WhatsApp, Facebook, and
other platforms, to give the public access to accurate information related to the pandemic (Shubitidze, 2021).

In April 2020, the EEAS (European External Action Service) released a report addressing threats from Russia
and China, such as conspiracy theories and disinformation threatening democratic values in modern society.
Disinformation campaigns also include marketing strategies that use personal data to divide people into small
groups. Propaganda is used as an instrument to control information and to reduce public opinion and freedom
of the press. Information warfare limits the international community's ability to separate the real from the
fictional story, with particular damage to democracy, and the national and individual security of citizens
(Colomina, Sanchez, Youngs, 2021).
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6.Information Warfare and Human Rights

Disinformation violates human rights, has a significant impact on freedom of expression, violates privacy
policies, undermines the quality of democracy, trusts in democratic institutions, threatens the objectivity of
electoral processes, and polarizes the Internet, affecting not only economic but also political and economic
issues. The question is, how can the use of misinformation harm a person? Has the following answer, that is
possible by harming the reputation of the individual, the individual within the target audience, which violates
fundamental human rights (Magaladze, 2021). The target of the information war is democratic institutions,
followed by a weakening of public confidence. This issue has become very relevant for international
organizations in recent years. The Parliamentary Assembly of the Council of Europe (PACE) expressed concern
about the scale of the information war and said that noting that disinformation campaigns have intensified,
aimed at information pollution in a digital and increasingly polarized world, influencing public opinion and
increasing foreign interference (Colomina, Sanchez, Youngs, 2021).

Misinformation threatens and restricts basic human rights, although the fight against it in some states has led
to a reduction in freedom of expression and the pursuit of dissent, which is a more serious problem. Both
inside and outside the EU, you need to be careful when taking measures (state censorship or restrictions on
social media) to combat misinformation, both in European countries and in the US. Any legal, political,
administrative, or illegal activity that has the potential to undermine the fundamental rights of expression, of
association, of human beings will ultimately lead to the disruption of democratic processes, to erosion.

The EU's goal is to strengthen human rights capacities, promote democracy, and ensure justice, not only in
the EU Member States but also in the world. The EU has cut off funding and trade benefits to countries that
are experiencing democratic setbacks and have human rights problems. The state of Taiwan, which is
considered a leader in the digital field, has developed a strategy focused on citizen participation, which increases
the degree of legitimacy of democracy (Mshvidobadze, 2020). The Canadian government obliges companies
to increase the degree of transparency, even around political issues, including in the run-up to elections.

7.Conclusion

While countries that exemplify advanced democracies (Taiwan, South Korea, Canada) may not need the
support of the European Union or the United States, the fact that information warfare is a global problem and
requires team work and a common struggle cannot be disregard. And those countries where public authority
violates human rights within the framework of legitimate power need the help of the EU, in this reality, the
EU will have to put some leverage in order not to restrict human rights, not weaken the development of
democratic institutions, citizens have guarantees of expression. It still hard to fight against informational war
initiatives that will promote and contextualize disinformation, as well as strong support for media pluralism it
is important to respond quickly to misinformation so that it does not rise to dangerous levels, leading to global
catastrophe. To overcome this problem, it is necessary to produce a global dialogue.
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Abstract

Nowadays, countries are shifting from linear economy to circular economy to increase economic growth and environmental
protection. This shifting requires financial funds and wide awareness for benefits of environmental protection and represents a
challenge for countries in transition. In this case, a strategy for developing countries could have been the following of the policies
implemented by developed countries. This paper studies the opportunities, challenges, and benefits of the circular economy in
Kosovo. The methodology applied in this paper includes the summary of findings and publications from the country’s institutions,
international organizations, and other authors. Kosovo has so far taken several steps in the implementation of the circular economy
in the country through the issuance of laws, international agreements, and projects by international organizations. However, there
is still work to be performed before the implementation and full extraction of the significant benefiss that the circular economy
can bring. Three econometric models for the implementation of the circular economy from OECD countries are also included in
the paper for comparison, in order to suggest political models which could be followed by Kosovo and other developing countries.

Keywords: Linear economy, Circular economy, Economic growth, Environmental protection

1. Introduction and Literature Review

The concept of Circular Economy (CE) is gaining momentum, particularly in the European Union, as it
advocates for the responsible and cyclical utilization of resources to foster sustainable development. CE is a
broad notion encompassing various interpretations. Despite its lack of clarity, efforts have been made to
transform it into actionable plans with the backing of specific indicators. These indicators concentrate on
material preservation through strategies like recycling. It is recommended to employ a range of indicators when
evaluating CE instead of relying on a solitary one (Moraga et al., 2019). The transition from a linear economy
to a circular economy is a challenging endeavor for most organizations and businesses. However, there is a
growing trend towards adopting a circular economy as society becomes increasingly aware of the negative
ecological impacts of the linear model on future generations (Patwa et al., 2021). Achieving this transition
requires the active participation of various stakeholders, including consumers, businesses, non-governmental
organizations, and governments. Extending the lifespan of products through practices such as reduce, reuse,
and recycle (3R) is crucial in the shift towards a circular economy, as it aims to prevent resource waste. The
overarching goal of the circular economy is to achieve ecological balance and protection. Concepts like Waste
to Energy, renewable energy utilization, and efficient resource management contribute to waste reduction,
leading to increased economic efficiency and promoting the circular economy. Governments play a pivotal
role in driving the adoption of circular economy principles, particularly in emerging economies. Encouraging
behavioral change through effective communication, education, and economic advancement is essential to
foster a culture of circular economy within society (Patwa et al., 2021).

Four main components should be included in definition of CE: the recirculation of resources and energy, the
minimization of resources demand, and the recovery of value fromwaste, a multilevel approach, its importance
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as a path to achieve sustainable development, and its close relationship with the way society innovates
(Sandoval et al., 2017). Most of the current efforts in the field of circular economy focus on the practical and
technical aspects concerning the physical movement of materials and energy within production-consumption
systems. (Korhonen et al., 2017).

Some organizations are incorporating the principles of the circular economy through practices such as
reduction, repair, remanufacturing, and recycling (known as the 4Rs). However, not all of these organizations
are fully aware that they are actually implementing circular economy principles. (Gen & Lozano, 2020). The
idea of regeneration might not be applicable to the entire economy and could be overlooked as a guiding
principle of the circular economy. On the other hand, restoration can be considered a core principle as it has
widespread relevance and serves as a reference point for various circular practices (Morseletto, 2020).

The findings of an online survey experiment, which examined customers' willingness to pay for products in a
theoretical multi-level Circular Economy, indicate that the average customer generally prefers products with a
higher level of circularity compared to identical products without circular attributes. Customers consistently
show a willingness to pay more for products that possess low or moderate levels of circular content. However,
the analysis suggests that the willingness to pay more diminishes, and in some cases even decreases, as the
proportion of recirculated content increases (Boyer et al., 2021). These results provide evidence that labeling
products with a numerical circular economy rating at lower levels of recirculated content could be a profitable
strategy for manufacturers of mobile phones and robot vacuum cleaners (Boyer et al., 2021). However, the
effectiveness of such a strategy becomes less certain for heavily refurbished products, fully reused products, or
other types of products (Boyer et al., 2021).

2. Regulatory Framework of Circular Economy in Kosovo and its Current Practices

Laws aim to establish regulations and measures for waste management in order to safeguard the environment
and human health. They promote recycling, prevent or minimize waste generation and its adverse effects,
reduce the overall impact of resource use, and enhance resource efficiency. These efforts are crucial for
transitioning to a circular economy and ensuring fair competition. In accordance with the compliance
statement of the Republic of Kosovo's legislation with the EU Acquis (2021), the parties involved will
collaborate to strengthen environmental cooperation. The primary objective is to halt further environmental
degradation and initiate improvements, with a focus on achieving sustainable development in Kosovo.
Specifically, the collaboration will involve enhancing the structures and administrative procedures in Kosovo
to enable strategic planning of environmental issues and coordination among relevant stakeholders.

With the circular economy gaining traction in Kosovo, it is imperative for small and medium-sized enterprises
(SMEs), which constitute the majority of businesses in the economy, to take the lead in transitioning from a
linear to a circular economic model.

Environmental policies that target SMEs are not included in Kosovo’s Private Sector Development Strategy
(2018-2022) but should be covered in the upcoming National Development Strategy. The circular economy
should also be boosted with the new Integrated Waste Management Strategy. Nevertheless, only limited
progress has been achieved in implementing greening measures since the last assessment due to poor co-
ordination between relevant stakeholders and insufficient funds.
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Table 1. Kosovo's implementation of the Green Policies for SME

Recommendation Developments during the assessment period Ptrczgress
status
The soon-to-be-adopted National Development Strategy should have a specific
. focus on environmental policy and include elements from the United Nations
Introduce SME greening measures . L,
. R (UN) Sustainable Development Goals and the European Commission’s Green ..
in the strategic documents and . . . . . Limited
related action plans Deal in this regard. Some SME greening measures were also introduced in the
cateda pla Integrated Waste Management Strategy. The SME Development Strategy does not
include SME greening measures.
Focus on raising awareness and
providing advice and guldance‘ ' | No actions have been taken in this regard. No
SME:s on adopting progress
environmentally sound practices
Some financial support programs funded by international partners are available to
Enhance financial support for | SMEs, such as through the recently established Kosovo Credit Guarantee Fund Limited
SME greening (KCGF). However, the government has not established other financial incentives €
to encourage SME greening.

Source: OECD Publication - SME Policy Index: Western Balkans and Turkey 20221

The Chamber of Commerce of Kosovo has drawn some important findings for the implementation of the
circular economy in Kosovo by investigating 68 companies in the value chain of the recycling sector. Findings
are appeared in the following diagram.?

1

OECD Publication: SME Policy Index: Western Balkans and Turkey 2022
? Chamber of Commerce of Kosovo: Analysis of the Recycling Value Chain in Kosovo
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Figure 1. Statistics of the recycling chain in Kosovo

Sales channels:
-Wholesale markets (21%)
-Other large types of material

Garbage collection (30%):
-From the informal sector (16%)

-From the formal sector (26%)

sole traders or brokers (4%) S

) . -From the own collection center (30%)
-Direct to producers in Kosovo (28%) .
) ) -From outside Kosovo (14%)
-Direct to producers outside Kosovo (22%)

-Buy recycled materials from outside Kosovo

-Do not sell recyclable materials/processing (15%)
(25%)
Processing (38%):
Sorting (20%): -Clean (20%))
-Separated at the source (35%) -Despot, deposits (24%)
-Manually separated mixed waste (37%) —> -Flakes/pieces (20%)

-Separated with mixed waste separation line

- 0y
machines (28%) Granules (17%)

-Recycler (20%)

Markets:
Sales (12%): -Local or national (55%)
- Internal market (60%) — - Neighboring countries (21%)
-Export (40%) -EU countries (19%)

-Other countries (5%)

v

Sources of waste:

-Informal resource collectors (20%)
-Municipal collectors (11%)
-Industrial generators directly (19%)
-Other scrap dealers (19%)

- Own collection infrastructure (22%)
- Import (7%)

-Other (1%)

Source: Kosova Chamber of Commerce
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While there is currently no specific policy framework dedicated to the circular economy in Kosovo, the
Integrated Waste Management Strategy (2020-2029) and its Action Plan (2020-2022) indirectly address
aspects of the circular transition. These documents outline three main objectives: 1) increasing awareness about
the importance and benefits of waste management and recycling; 2) fostering innovation to prevent waste
generation; and 3) establishing systems for reuse and recycling through extended producer responsibility
schemes. However, financial and non-financial incentives for SMEs to support their greening efforts have not
specifically focused on the circular economy. The promotion of circular economy concepts has been limited
during the assessment period, and there is a lack of visible support or training programs that specifically target
sustainable business practices, the social economy, greening, and the circular economy. The extent and depth
of available provisions, whether funded by the government or international partners, across all regions of
Kosovo cannot be accurately determined.

3. Policies to follow

Developed countries represent a model to be followed by developing countries. The aspect of policies
undertaken by developed countries should serve as a guide for making policies in developing countries, so that
they benefit as much as possible. Since the circular economy is not widely practiced in Kosovo, even the
statistical databases are not rich with data for many years, through which we would have been able to derive
valuable econometric models.

Considering that developing countries should make efforts to follow developed countries in the
implementation of policies, three linear econometric equations for OECD countries have been studied in this
paper. The data were obtained for all member countries for the period 2000 - 2020, thus forming Panel data.
To test the significance, the Fixed Effects model was used.

Hypotheses have been formulated as follows:

H,. The increase of the environmental tax affects the reduction of waste generation.

H.. The increase in the Gross Domestic Product affects the increase in waste generation.

H;s. The increase in the price of il affects the reduction of the environmental tax.

The data has been processed statistically and the findings of Fixed Effects have resulted as below:

Table 2. Fixed Effects model

DV 1\% Empirical equation Coefficient Std. error t P>|t|
Inwaste Inenv In wastei = fo + fi ln envic + € -0.0766384 0.0261088 -2.94 0.003
Inwaste Ingdpr In wastei = fo + S In gdpric + & 0.0136331 0.006148 2.22 0.027

Inenv Inoil Inenvic=fo+ filnoili + & -0.0451701 0.0128243 -3.52 0.000

Source: Statistical data processing by the author

The first econometric model presupposes the environmental tax variable as independent, and the waste
generation variable as dependent. According to the results, the model appears significant with t-statistics t = |-
2.94| > 2 and p-value 0.003 < 0.05, in 95% confidence interval. The coefficient is negative, which means that

125



| ABSTRACTS & PROCEEDINGS |

14. International Conference on Political Economy
Inflation, Employment, and Inequality

December 14-15, 2023, istanbul, Turkey, www.icopec.org

there is a negative relationship between the environmental tax and waste generation. It is concluded that the
first hypothesis is true.

The second econometric model presupposes the waste generation variable as independent, and the GDP
change variable as dependent. According to the results, the model appears significant with t-statistics t = |-
2.22| > 2 and p-value 0.027 < 0.05, in 95% confidence interval. The coefficient is positive, which means that
there is a positive relationship between economic growth and waste generation. It is concluded that the second
hypothesis is true.

The third econometric model presupposes the oil price variable as independent, and the environment tax
variable as dependent. According to the results, the model appears significant with t-statistics t = |-3.52| > 2
and p-value 0.000 < 0.05, in 95% confidence interval. The coefficient is negative, which means that there is a
negative relationship between the level of oil prices and the environmental tax. It is concluded that the third
hypothesis is true.

The findings suggest that developing countries should follow environmental tax policies in order to reduce
waste generation. It should be considered that the increase in production leads to an increase in waste
generation. Also, the increase in the price of oil affects the reduction of the environmental tax.

4. Conclusion

The primary objective of the circular economy (CE) is to minimize the generation of waste and pollution by
reintroducing products, materials, and resources back into the production cycle at the end of their lifespan.t
This approach has significant benefits for public health, as it helps eliminate toxic chemicals through design
strategies. By reducing material consumption, we can also mitigate pollution, waste, and associated health
impacts, which are crucial for preserving essential ecosystem services and natural resources, including
biodiversity. In the linear system, products eventually become waste, with a majority ending up in landfills or
being incinerated. For example, on a global scale, approximately 400 million tons of plastic waste and 54
million tons of electronic waste are generated each year. Mishandling of such waste poses risks to both human
health and ecosystems. Additionally, as per a World Bank publication on December 2022, it is estimated that
more than 90 percent of biodiversity loss can be attributed to the extraction and processing of natural
resources.2 To drive the transformation of the secondary market for renewable sources, it is crucial to
implement commercial, policy, and technology interventions. The country should first determine the most
effective areas to initiate these interventions. Additionally, fostering a conducive learning environment and
creating opportunities for experimentation and private sector initiatives will be essential.3

Waste management continues to remain a challenge for institutions in the country. Their collection, transport,
recycling, reprocessing, and disposal has an impact on the lives of citizens. If not handled properly they can
contaminate the soil, water, and air. While the countries of the European Union and the region recycle and
reuse most of the waste, in our country it is deposited without any separation, ending up all in one place. In
addition to the fact that the health of citizens can be endangered, they do not even manage to turn into financial

! https://www.google.com/url?sa=D&q=https%3A%2F%2Fwww.eea.europa.eu%2Fpublications%2Fthe-benefits-to-biodiversit

*Squaring the Circle: Policies from Europe’s Circular Economy Transition (worldbank.org

? USAID Publication: Clean energy and the circular economy: Opportunities for increasing the sustainability of renewable energy value
chains
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benefits. As per Office of National Audit Office in Kosova Report published in 2021 the environmental
protection is at risk as sanitary landfills and transfer stations continue to lack integrated permits. Issues related
to commercial waste management require immediate improvements.?
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Abstract

The dynamic development of the construction industry in Turkey has played a central role in shaping the country's socio-economic
landscape over the past century. From its formative stages during the founding of the Republic to its current state of dynamic
growth and innovation, the sector has remained an indomitable force driving Turkey's economic progress, skilfully responding ro
shifts in the political environment and embracing a range of cutting-edge technological advances along its transformative journey.
The housing sector, which often acts as a lever for national economies through the value added and employment opportunities it
generates, is of particular importance. The Turkish housing sector, which relies heavily on national capital, has a significant
impact on the employment and production process as it involves hundreds of occupational branches. This study evaluates the place
of housing policy in economic policies in general from the Republic to 2023.

[(eywords: Housing Sector, Economy 0f Housing, Housing Sector in Turkey.

Giris

Tiirkiye'de ingaat sektdriiniin dinamik gelisimi, gectigimiz yiizyll boyunca iilkenin sosyo-eckonomik
manzarasinin  gekillenmesinde merkezi bir rol oynamistur. Cumhuriyetin kurulusu sirasindaki olusum
asamalarindan giiniimiizdeki dinamik biiytime ve inovasyon durumuna kadar sekedr, Tiirkiye'nin ekonomik

ilerlemesini yénlendiren yilmaz bir gii¢ olmaya devam etmis, siyasi ortamdaki degisimlere ustalikla yanit vermis
ve déniigtiiriicii yolculugu boyunca bir dizi tistiin teknolojik gelismeyi benimsemistir.

Yarattifs katma deger ve istihdam olanaklariyla tilke ekonomileri i¢in gogu zaman bir kaldira¢ gérevini tistlenen
konut sekedrii ayrt bir éneme sahiptir. Biiyiik ol¢iide ulusal sermayeye dayanan Tirkiye Konut Sektorii,
yiizlerce meslek dalini ilgilendirmesi nedeniyle istihdam ve {iretim siirecini énemli dl¢iide etkilemekeedir.
Ulusal ve uluslararasi alanlarda biiyiik bir deneyime ve potansiyele sahip olan sektdr, kendisine bagli 200°den
fazla alt sektdrii harekete geirme ozelligiyle ‘lokomotif sektor’ ve biiyiik istthdam kaynagt olmasi ozelligiyle de
‘stinger sektor” olarak adlandirilmaktadir. Genel olarak Ingaat ve iginde nemli bir paya sahip konut sektériine
girdi saglayan ve faaliyetlerini bu sektordeki gelismelere bagli olarak devam ettiren 6teki sekedrlerin katkist da
dikkate alindiginda, GSMH icindeki payinin yaklagik %30 diizeyinde oldugu goriilmekeedir.

Tiirkiyede Konut Sektoriiniin Geligimi

Tiirkiye’de 1980’li yillardan itibaren ciddi gelisim gostermis olan Konut Sekedriv’niin biiyiime egilimi, 1988
yilindan sonra yavaglamistir. Artan liberalizasyon siireci ve artan faizlerle yiikselis gosteren yatirim maliyetleri
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sonucu, ingaat talebi diigmiistiir. 1993-2003 déneminde Tiirkiye Ekonomisi %26,13 oraninda biiyiirken,
Ingaat, Kamu Ingaat Sektorii’'ndeki yatirimlarin azalmast sonucu ana sektorler arasinda kiigiilen tek sektor
olarak %22,4 oraninda daralma ggstermistir.Konut Sektdrii, 2004 yilindan itibaren ise canlanmaya baglamus,
2020’in ilk yarisinda ingaat ruhsatlarindaki arug orani, bir 6nceki yilin ayni dénemine kiyasla %38 olmustur.

Ingaat sektorii, 20. yiizyilin ortalarindaki hizli kentlesmenin ortasinda, artan konut talebine biiyiik 6lgekli toplu
konut projelerine 6nciiliik ederek yanit vermistir. Ozellikle 1950'lerde bir milyondan fazla konutun inga
edilmesi, sektoriin artan niifusun acil ihtiyaglarini kargilamadaki onemli roliiniin altn: ¢izmis ve toplumsal
refah ve kentsel ilerleme ile ayrilmaz baglantsint gostermistir (Kivrak ve Ulubeyli, 2019).

Hiikiimetin 2023 i¢in 173,1 milyar Tiirk liralik (T.C. Maliye Bakanligi, 2023) 6nemli bir biitge tahsisi yoluyla
sekedriin bitylimesini ve gelismesini tesvik etme konusundaki destegini ve Tirkiye'nin genel ekonomik
gidisatini yonlendirmedeki aragsal roliinii arturmasinin bir kanitt niteligindedir.

Cumbhuriyetin kurulus yillari, sinirli ekonomik kaynaklara sahip olunan ve yeni baskentin kurulusunun chemli
oldugu yillardir. Yeni devlet, yeni bir baskent, yeni calisanlar, nihayetinde yeni kamu binalari, yeni konut
ihtiyact anlamma gelmisgir. Ayrica, Ankara icin uretilen sehir planlari, konut planlari, Tutkiye geneli icin
sablon olarak kullanilmispir. Ancak Ankara’nin nufus arus hizinin dogru tahmin edilememesi (bu da konut
ihtiyacinin planli olarak karsilanmasina izin vermemistir) ve dusuk gelir duzeyinden kaynaklanan finansman
sorunlari yeni konutlarin yapilabilirligini ve ulasplabilirligini azalemisur.

Kamunun Konut Uretimine Katilmasi

Cumbhuriyetle beraber birey / hanehalki gelirlerin duSuklugi’ ya da bu gelitlere gore konut fiyatlarinin
yuksekligi ciddi bir finansman sorunu yaratmispir. Hitkiimetler zaman zaman utetim maliyetlerini dusuterek
ve/veya alim gucunu’ destekleyebilecek kamu duzenlemeleri yaparak cozmeye calismusgir.

Cumbhuriyetin kurulmasina kosut olarak ulkenin siyasal ve ekonomik acidan yeniden inspasina girisilmisir.
1930’lu yillarin sonuna kadar siyaset, hukuk, egitim ve kuleut alanlarinda ohemli dohusumler gerceklesgirilerek
kapitalizmin gelismesinin ohundeki engeller kaldirilmaya caliglmisuir. Ancak, donusim daha cok kent
toplumu ile sinirli kalmis, kirsal nufusun yasaminda belirgin sonucJar dogurmamisgir. Buna, tarim sorununun
cozulmedigi gercegini de eklemek gerekir. 1930’lardaki devletcjlik hamlesi ile sanayi kapitalizminin temelleri
aulmus olsa da, bir sanayi burjuvazisinin olusmaya basJamast icin 1950’li yillar1 beklemek gerekecektir (Savran,

1992: 51-56, 90).

Yeni devletin kurumsal orgutlenmesinin gelisimiyle birlikte ozellikle Ankara’da sayilari artan memurlarin
konut gereksinmelerinin karsilanmast icin yapilan duzenlemelerdir. 1925 yilinda ¢ikarilan bir yasa, memurlara,
konut kooperatifleri kurmalari icin ayliklarinin yarisi kadar avans verilmesine olanak tanimigtir. 1928 yilinda
ctkarilan baska bir yasa ile Maliye Bakanligi'na Hazine olanaklariyla memur konutlari yaptirma yetkisi taninmug
olsa da, uygulamaya gecjrilmemistir. Bunun yerine, 1929 tarihli bir yasayla, memurlara konut tazminau
odenmesi uygulamast baslatlmis ve 1951 yilina kadar surdurilmustur (Keles, 2010: 445). Memurlar icin
konut yapilmasi konusu 1944 tarihli Memur Meskenleri Insast Hakkinda Kanun ile duzenlenmistir. Ankara,
cumbhuriyetin, gelismesi bir plana bagli olan ilk kentidir. 1928 yilinda ¢ikarilan bir yasa ile Ankara Kenti Imar
Muduiligu” kurulmustur. Jansen Plani olarak anmilan imar plani 1932 yilinda onaylanarak uygulamaya
konulmusgur. Planin ve imar islerinden sorumlu birimin varliina karsin, konut maliyetleri icinde ohemli bir
yer tutan arsa spekulasyonu ise o ddhemin Ankara’sinda da engellenmemistir (Yavuz, 1952: 15-69).
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TOKI ve Kooperatiflerin Konut Yapimi

Tarimda trakeor kullaniminin artmast emekgjnin kirdan kopmasina yol acan bir unsur iken, hem sanayilesme
hem de iscj ve memur kesimlerinin ucretlerindeki reel iyilesme, kentleri, kirdaki emekgjler icin bir cekim
merkezi haline getirmistir. Belediyenin destekledigi yapt kooperatifleri modeliyle konut utetiminde ohemli bir
deneyim olarak Ankara Belediyesi onculugiinde Batikent projesi kooperatif biciminde Jrgutlenmenin

ilklerindendir.

TOKI ile Kentsel donusimun ilk ornekleri sayilabilecek projeler, 1990’li yillarin basinda Ankara’da
uygulamaya konmusgur. Ankara’da uygulanan ug ayr1 projede, kentsel dohusuim sutecinde insa edilen konutlar
80-90 metrekarelik apartman daireleridir.

Konutun bagka bir nesneyle ikame edilememesi, konut piyasasina diger piyasalardan farkli bir nitelik
kazandirmaktadir. Tiirkiye’de konut politikalar miilk konutu desteklemis ve kiralik ko-nut sunumuna yonelik
etkin bir politika geligtirilememisir. Ankara’da konut sektérii piyasa kosullari gergevesinde gelismistir.

Tirkiye’de halen kurumsallagmis bir konut finansman sistemi olugturulamamigtir. Kirk yillik planli dénemde
her plan icerisinde, kamuya ek yiik getirmeyen uygun finansman modelleri gelistirilmesi {izerinde durulmus,
arayiglar ve uygulamalar birbirini izlemistir. Ancak, hig¢ bir uygulama, kesintisiz ve kalict hale gelememigtir .

Konut sorununun, kapitalist ekonomide piyasa diizeneginin ve metalasma siirecinin bir sonucu olarak
belirdigi, devletin ise bu alana ancak yeniden iiretici bicimde miidahale ettigi gozlenmistir. Ankara bu durumu
tipik ama yeterli olmayan bir 6rnegidir adeta. 1950’lerin arayigt, 1980’lerin yeni diinya diizenine eklemlenme
kararlilig: ile birlesince, konut, bir meta ve rant alani olarak, hanelerin birikim aract olarak ve ekonomik
bunalim dénemlerinde devletin ¢ikis kapist olarak bagvurulan bir sektor halini almug; 6zellegtirme adi altinda
kiigiiltiilmeye caligilan, tiretim alanindan ¢ekilen devlet, 1980 sonrasinda, giiclii bir konut ireticisi haline
gelmistir. TOKI ve Emlak Bankasi’nin konut iiretimi, ulusal kaynaklar: litks ve pahali konutlara, efektif talep
giicli yiiksek kiimelere yoneltmistir. Devlet, ekonomiyi canlandirmak adina, konut ve kentsel arsa alaninda
isletmeci manug; ile kar pesinde kosarken, dar gelirli kesimin konut gereksinimi, kooperatiflerin insiyatifine
brrakilmus, ancak, kooperatif hareketi giiclendirecek ya da etkin duruma getirecek diizenlemeler yapilmamigtir

(Aydin, 2003).

Sonug Yerine

Ekonomik ve sosyal ¢evre iizerinde etkili bir unsur olan 6zelde konut genelde ingaat sektorii; GSMH ve milli
gelir icindeki pay1, diger sektorlerle olan girdi-giku iliskisi ve genis istihdam alanlari saglamasi nedeniyle iilke
ekonomisinde énemli bir yer tutmaktadir Konut sektoriiniin GSYH, sanayi, hizmetler ve tarim sekedrleri
tizerinde kisa ve uzun dénem etkileri bulunmaktadir. Son yirmi yilla yakin siire icinde Tiirkiye’de ekonominin
itici giiciiniin ingaat ve konut kesimlerindeki yatirimlarin pompalanmasit olmasina 6zen gdsterilmekeedir.
Hazine’nin sahip bulundugu arsa ve arazilerin bile 6zellestirilerek bu kesimlerin aktorlerine kaynak akrarilas:
aamactyla kullanilmasi, gegici siireler i¢in ekonomide canlilik yaratmaya yarayabilir. Finansallagma
literatiirtinde, ABD'de konut kredi piyasasi tarafindan tetiklenen 2008 kiiresel ekonomik krizinin ardindan
konut, ingaat ve bankacilik sektorii ve ilgili diger sektorlerin politik ekonomisi daha fazla mercek altina
alinmaya baglanmigtir. Kentsel cografyanin finansallasmast Tiirkiye gibi ge¢ kapitalist iilkelerde de
yasanmaktadir. 1950’lerde gok partili hayata gecisle beraber ingaat ve emlak sektdriiniin 6nemi fark edilmig;
1980’li yillar neo-liberal ekonomiye entegrasyon agisindan doniim noktast olmus, ingaat ve emlak sekedriindeki

131



| ABSTRACTS & PROCEEDINGS |

14. International Conference on Political Economy
Inflation, Employment, and Inequality

December 14-15, 2023, istanbul, Turkey, www.icopec.org

bilyiimeyi ekonomik biiyiime izlemistir. 2001 krizinden sonra iktidara gelen Adalet ve Kalkinma Partisi’nin
benimsedigi yeni ekonomik modelle, ingaat sektorii diger ilgili sektorleri de canlandirmak maksadiyla
“lokomotif sektdr” olarak konumlandirild:. Tiiketime dayali milli gelir iiretimine dayanan bu yeni ekonomik
model finansallasmanin tabana yayilmasini amaglarken, hanehalkinin bor¢luluk orant 2002°de GSYH’nin
%2si diizeyindeyken bu oran 2013’te %20 seviyesine yiikselmis, 2018’de ise %18 diizeyinde istikrar
kazanmigtir. 1980 ve 2000 sonrast iki donemde de gecekondu konut yaratict yikim siirecinde kilit bir rol
oynamistir. [k donemde gecekondu konutlar imar aflari ile finansal sisteme entegre edilirken ayni zamanda
tek katli gecekondularin yikilarak yerine bes katli apartman ingaatina izin verilmis; ikinci dénemde ise
gecekondu yerlesim alanlarinin kentsel doniisiim proje alan: ilan edilmesi ingaat sektorii ve diger ilgili
sekedrlerin canlandirilmig, imar baristyla finansal sistem diginda kalan konutlar sisteme entegre edilmigtir. 2017
yilinda, Tiirkiye'de ingaat sektoriinde hacim endeksi % 8,9 artarak, % 7,4liik biiyiime oranini ge¢mistir; ancak,
Tiirk Lirasinin agir1 deger kaybetmesi, ve faiz oranlarindaki yiikselis nedeniyle diisen konut satiglar1 sebebiyle
goriiniim tersine donmek tizeredir ((Arslan-Tag, 2019). Ankara’nin kentlesme ve konut siirecinin nasil
finansallagturildiginin ele alinmasi ve Tiirkiye'nin konut rejimini ve devletin bir paydas olarak degisen roliinii
degerlendirmekle esdeger olacakur. Ankara’nin Baskent secilmesi ile baglayan konut sorunu aslinda devletin
aktif bir finansal pazar akedrii haline gelisini ve son olarak ingaat ve emlak sektérii icinde konutun ulusal makro
ckonomideki yerini de belirginlegtirmistir.

Insaat sektorii iiretiminin yaklasik %60-70’ini olusturan konut iiretimi hizli kentlesmeye bagli olarak yeni
yerlesim alanlarinin gelismesi ve kentsel doniisiim gibi etki alant daha genis projeler, soz konusu faaliyetlerin
yogunlastg bélgelerde ingaat faaliyetinin gdzle goriiniir dl¢lide artmasina sebep olmustur.
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Inflation, Employment, and Inequality

High inflation, rising unemployment, and deteriorating inequalities are among
the biggest problems facing the global economy today. Inflationary pressures
are gradually easing, but core inflation remains elevated and more stubborn
than expected. Persistently high inflation has triggered the most aggressive
cycle of rising interest rates in decades, leading to tighter financial conditions
and heightened debt vulnerabilities. The lingering effects of COVID-19, rising
geopolitical tensions, and tighter monetary policy are likely to weigh on global
trade. The global economy faces the risk of a prolonged period of below-average
growth or even a severe recession. There is a high risk of rising unemployment and
worsening inequalities both within and between countries. Slow income growth
would further undermine prospects for progress toward poverty eradication and
other sustainable development goals.

The aim of this conference is to identify the dynamics and solutions to the problems
of inflation, employment, and inequality and to examine what can be done for a
better World. Besides its main theme, ICOPEC 2023 also invites and welcomes
all contributions that enrich perspectives on political economy and broaden the
ground for better policy analyses and designs.
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