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Introduction 

• Turkish economy witnessed a substantial structural change in the 
last 30 years. 
 

• Employment shifted from low to high productivity activities, the 
share of agricultural employment more than halved, and that of 
industry and services have recorded significant rises. 

 
• This study aims to explore the intersectoral dynamics of the Turkish 

labor market using the Income and Living Conditions Survey.  
 
– analyze the labor mobility patterns across five different labor market 

states (agriculture, industry, services, unemployment and inactivity) 
for male and female workers.  

– apply a Markov Transition Model to identify the direction and 
magnitude of labor mobility across different labor market states. 

– estimate Multinomial Logit models using individual, household and 
employment characteristics as explanatory variables.  
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Background of the structural change  

 
An Analysis of Intersectoral Labor Market Transitions  
 



Background of the structural change in Turkey  
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Data 

• Income and Living Conditions Survey (SILC) of the 
Turkish Statistical Institute (TurkStat) 

• Novel, rich and nationally representative data covering 
detailed information 

• We consider five labor market states as:  

– Agriculture (A): Agriculture, forestry or fishery 

– Industry (I): Mining, manufacturing, utilities, construction 

– Services (S): All others 

– Unemployed (U): Not working, but actively searching for a job  

– Inactive (N): Neither working nor searching for a job 
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Labor Mobility Across The Formal/Informal Divide 
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Data 
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• Markov Transition Analysis 
 

– A random process Xt defined over K={1, …, K-1} is a 1st-order Markov chain if 
Pr (Xt=k | Xt-1, …, X1) =Pr (Xt=k | Xt-1)  

 
– If  Xt is a Markov-chain and j, k ∈  {K}, the conditional probability  

 pkj(t, t+1) =Pr (Xt+1=j | Xt=k)  for ∀t and j, k ∈K   
 

– Markov chain is time-homogenous if 
 pkj(t, t+n)=Pr (Xt+n=j | Xt=k)  for ∀t, n and j,k ∈K  

 
– Given a finite set of states, K={1,…,K-1} 

 
 

 
– P matrix can be estimated by the maximum likelihood estimator  
       pkj= Nkj/Nk.  
 
– Xt: LM state of a given individual at time t and  K={A, I, S, U, N} 
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• Multinomial Logit Regression Analysis 
 

– MNL enable predicting the probability of each possible transition as a function 
of individual characteristics  

 

– A simple MNL model specifies: 

 

 

– Zi are case-specific regressors for each individual i; Xit ∈ K={0, 1,..,K} is the 
labor market state of i at time t 

 

– Marginal effects are computed as     

 

   

– The marginal effects depict “how the given explanatory variables influence the 
probability of leaving the initial state for a certain destination state relative to 
the probability of no outflow” (Bukowski, 2005).  
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Transition Analysis Main Findings 
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• Transitions from A to I and S are minimal, mostly into N. 
Relative rise in share after 2006 due to crisis and increasing 
global food prices. 
 

• I is the mostly affected sector from the crisis. At the same 
time, most welcoming sector in the aftermath in response 
to the employment promotion measures taken by the govt. 

 
• Transitions into S are higher than that out for all years. The 

most attractive sector out of unemployment. Due to the 
high demand and relatively low skill requirements. 



Multinomial Logit Analysis Main Findings 

• Transitions from Agriculture 
– 25-44 aged men are less likely to move into I, U and N states compared to 

remaining in A than 15-24 aged men. Similar results hold for women. 

• Young labor has a higher chance of transiting from A to I. 

• Young labor is more mobile in rural to urban flows. 

• Young labor has a higher demand in I given productivity and  trainability advantages. 

• Middle aged and elderly are more settled and have dependents, limiting their mobility.  

– 45-64 aged women are less likely to move into S compared to 15-24 aged women.  

• Younger women are the ones to exit A, and typically move into S where high skills is not required. 

– Household characteristics are not statistically significant for men. For women, being 
married is negatively associated with all transitions out of A. 

• Married women in the traditional Turkish family structure work as unpaid workers in family farms, 
thus less likely to perform intersectoral transitions.  

– Household size is statistically significantly negative for all transitions out of A for 
both men and women.  

• Crowded families are very common in unpaid family work in agriculture.  

– The crisis reduced the probability of AI and AS transitions. Women are less likely to 
move into inactivity in the crisis period. 
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• Transitions from Industry 
– Young men significantly more mobile compared to middle-aged and elderly. 

– For both men and women, probability of leaving the workforce is lower for the 
middle aged workers. 

– Middle aged women are less likely than young women to become 
unemployed.  

– Elderly men are significantly less more to become inactive compared to young 
men, for women this relation is insignificant.  
• Early retirement schemes 

• Could be due to the widespread informality among women 

– Education is negatively related to IA transitions for men, yet not statistically 
significant for IS transitions. Similar patterns are observed for women. 

– Education significantly reduces the probability of moving into U and N for both 
men and women.   
• Confirm the theories of education’s importance. 

– Marriage significantly reduces the probability of IU and IN transitions for men, 
and all transitions out of I for women except that into inactivity. . 

– For both men and women, firms size is statistically negatively associated with 
probability of transitions out of I to all other labor market states.  
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• Transitions from Services 
– Middle aged and elderly are less likely to move out of services into other 

sectors compared to the young workers for both men and particularly women. 

– The probability of moving into all other sectors is statistically significantly 
negatively associated with experience for men. For women, it is insignificant.  

– As education increases, probability of intersectoral mobility significantly 
decreases. 

– Household demographics display similar patterns to that of the Industry 
sector.  

– The crisis does not have a significant effect on transitions into unemployment 
for the Services sector workers. Whereas, the probability of SN transitions 
decreases. 

 

13 

An Analysis of Intersectoral Labor Market Transitions  



Concluding Remarks 
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• Transitions from A to I and S are minimal, mostly into N. 
Relative rise in share after 2006 due to crisis and increasing 
global food prices. 
 

• I is the mostly affected sector from the crisis. At the same 
time, most welcoming sector in the aftermath in response 
to the employment promotion measures taken by the govt. 

 
• Transitions into S are higher than that out for all years. The 

most attractive sector out of unemployment. Due to the 
high demand and relatively low skill requirements. 
 

 
 
 



• Age effect: 
– 15-24 aged are the most mobile group in all transitions, particularly A. 
– Even is the share of A is relatively high, its potential for promoting growth 

through shifting labor into higher productivity sectors has narrowed.  
 

• Education effect: 
– Education and intersectoral mobility display a statistically significant 

negative relationship, confirming its role in labor mobility in Turkey.  
– The higher the education levels is, the less attractive A becomes. 

 

• Household characteristics effect: 
– For men, no significant effect of marriage, household head status on intersectoral 

mobility, but only for transitions into inactivity.  
– Household size has a negative effect on the probability of transitions. 
 

• Firm size effect:  
– Negative effects on the probability of intersectoral mobility for both men and 

women. 
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Thank you 
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