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WAGE DIFFERENCESBY GENDER, WAGE AND SELF
EMPLOYMENT IN URBAN TURKEY

Yusuf Ziya Ozcan Senay Ucdgruk™ and Kivileim Metin Ozcan

This paper explains wage differences by gendergveeg self employment in
an urban setting in Turkey. Data employed is takem the 1994 Household
Income Survey of the State Institute of Statis(BES) of Turkey. The Oaxaca
decomposition of the wages into discrimination amdlowment components
indicates the existence of a relatively higher wiisimation in the wage

employment than in the self employment. In the ewrntof returns to

education, self employment provides the highestirnst for men in self

employment. This shows that education is highlyuegdl in the self

employment than in the wage employment.

. INTRODUCTION

Studies to determine wage differentials have evokedsiderable
interest in both developing and industrialised ¢oas. Depending upon
the characteristics of their labour markets, factproducing wage
differentials in those studies varied from racendgr, education, job
status, occupation, type of sector (public vs pgey#o type of industry,
among the others.

A glance at the literature reveals that there exigb main
approaches to study wage differentials. The eaalpgroach, the human
capital model, explains wage differences (and thealine over time) by
the relative educational attainment and qualitgadcation obtained by
individuals (Becker, 1964; Mincer, 1958; Mincer,749. It is implied
that observed wage differences are due to differedticational
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attainments of individuals. A more recent approaskresses
discrimination in wage determination and tries tecampose wage
differences into two components: discrimination, ichh includes
differential evaluation of individuals’ charactdris in the labour
market, and endowments of individuals (Oaxaca, 19n8lusion of
both endowment, which is analogous to human capmitatlel, and
discrimination, which is known to exist in almo#itlabour markets, can
be considered an improvement over the human capdadekl. This paper
adopts the discrimination approach and tries tdaéxpvage differences
by job status in an urban setting in Turkey.

Turkey offers a unique opportunity to study wagtedentials due
to the characteristics of its labour force and prhevg income
inequalities. Tansel (1999: 2) describes the Tlrkebour market’'s
characteristics as “high rates of population arabila force growth,
declining rates of participation and exceptionatiw levels of female
participation in urban areas.” Turkey has a vergregated labour
market where women are traditionally employed inmicadture. In
1970, 89.5 % of women compared to 54% of men werpl@yed in
agriculture. Despite the restructuring of the Tahkeconomy over the
past 20 years, which brought a reduction in thecajural workforce,
the overwhelming majority of Turkish women are Isémployed in
agriculture. In urban areas, the women’s particgratate is 16%. Of
these, 10% are unpaid family workers. On averaganen receive
50% of male earnings which points out a consideralidcrepancy in
wages —a discrepancy observed for each occupgtbnstatus and
level of schooling. In rural areas, the segregaisoeven more marked.
90% of working women are employed in agriculturel &% of them
work as unpaid family workers. In industry and sesg¢, women'’s
participation remains as low as 18.4% and 14%, eespely
(Dayigglu, 1995: 3).

Due to considerable variation in its labour markistanbul is
selected as a study site for the analysis of thi€le. High labour
participation of women in Istanbul provides a chaihc observe wage
differences due to many of the variables of intgrparticularly job
status. Data employed is taken from the 1994 Hauldelncome
Survey of the State Institute of Statistics (SI$)Tarkey. The wage
estimation model developed combines two sets aalibs. The first
set includes variables tapping endowments of inldiais, which
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makes up, in a sense, an enhanced human capital.midee second
set is composed of work-related variables. The $ets are combined
in the model without any & priori restriction. Digethe cross-sectional
nature of the data employed, homoscedasticity agsamis tested.
Sample selectivity bias (or the inverse Mill's ogtfor each job status
plus gender category is carried out by using the-step Heckman
procedure (Heckman, 1979). The Oaxaca (1973) decsitign is used
to decompose the wages into discrimination and wnumt
components.

The organisation of the paper is as follows: Sectiosummarises
the studies on wage discrimination and wage decsitipo in
developed and developing countries as well as TuriSection Il
defines the data and variables of interest of thgemequation. Section
IV estimates an empirical wage model, and repdres économetric
results for men and women in wage and self employsyeespectively.
Section V presents the Oaxaca decomposition of svagih respect to
the discrimination and endowment components. Th& [section
presents the concluding remarks.

II. LITERATURE ON WAGE DISCRIMINATION

Since the work of Oaxaca, wage determination han mibject to
scrutiny in terms of its components. Oaxaca, initttieduction of his
article, notes that “Culture, tradition and oversadimination tend to
make restrictive the terms by which women parti@pia the labour
force. These influences combine to generate an vaofable
occupational distribution of female workers and toeate pay
differences between males and females.” (Oaxaca3:1893).In fact,
there are two types of discrimination at work irnveleping countries,
defined as pro- and post- discrimination. Pro-disgration occurs
when certain groups are prevented from joiningdbeur market. In the
case of women, this is obvious since they are @t ® school as much
as males, so their chance to participate in theualforce is reduced
considerably. Post-discrimination operates withe fabour market.
Employers, under the effects of the cultural chiaréstics of society,
evaluate endowments of individuals differently. i considered
appropriate for women to work in certain occupaiomostly lower
paying jobs (Cohen, 1971). Even in the same occupahere are
certain levels that they are not allowed to attain.
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It is clear that post-discrimination is more pronoed in developed
countries where gaps producing pro-discriminatianoag various
groups tend to close as in the U.S., where the lgaiveen the
educational attainments of blacks and whites tendigappear. Unlike
developed countries, developing countries are @dguith both pro-
and post-discrimination. Mean years of schoolingnfiales by region in
Turkey vary from a highest of 6.48 for Marmara ttoaest of 4.75 in
Southeast Anatolia. Corresponding figures for fawahre 5.76 and
1.81, respectively (Tansel and Gungor, 1992: 8 discrepancy is due
to attitudes toward education of daughters andediffces among the
regions in terms of economic development and hémeavailability of
educational facilities.

Decomposition of wage is helpful to see what wel qaist-
discrimination in the labour market and has beesdusxtensively in
wage differential research in both developing aedetbped countriés
Due to the importance and high visibility of mate¥fale wage
differences, most of these works deal with decortiposof wage for
gender which is followed by race and ethnicity. Yalsmall portion of
the above studies deal with other determinantsnocdme such as full
time/part time working in Manning and Robinson’®98: 389) article
and public-private sector employment Tansel's (1999) work. With
few exceptions, most of the studies used crosses@ttdata for one
year (Ashraf, 1994; Ashraf and Ashraf, 1998; Damty al., 1995).
While only Fairlie (1999) uses panel data for 19689 the Manning
and Robinson (1998) study employs limited paneh dat Britain.

The application of wage decomposition highlightée issue of
controlling the sample selectivity bias (Heckmar@79) which is
considerably important for some labour markets.ldbour markets
which are segregated and discriminatory, selectingepresentative
group of disadvantaged individuals (women, blagkglic employees)
becomes problematic and OLS estimates will be HiaBee to the low
level of participation (high pro-discrimination) ofvomen in the
workforce, sample selectivity bias is consideredrenappropriate for
women than men. However, some studies argue thgblsaselectivity
bias is a more serious problem for the male pojula(Winer and
Gindy, 1992; Arends, 1992). It appears that sangdkectivity bias
should also be controlled for men especially inntoas where the
unemployment rate is relatively high (Daghe, 1995). It is also true
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that in a number of studies the coefficient of skEngelectivity term was
found to be insignificant (Scott, 1992; Tenjo, 1992ang, 1992). Such
conclusions render the selectivity problem an eirgdiquestion rather
than something to be known a priori (Dayiig 1995).

Katz (1997) investigated the gender gap in a Rasa@ustrial town.
Based on previous studies done by others, shetsep@erious income
gap between males and females in Russia, which3ign2favour of
males. She estimated log-linear wage equationgaepafor men and
women for both hourly and monthly wages. Sampleceiity bias was
not controlled since she was sure that sampled womere
representative of others at large. Decompositiorthef gender wage
differential showed that “given the Soviet wageisture which was in
itself male-biased, differences in experience, atan, qualification
level and work conditions account for roughly ohee of the
differences in hourly wages. Despite the broad eamj factors
controlled, Soviet women were paid less becausg Wwere women. A
bias is built into perceptions of productivity.” &z, 1997: 446).

In one of the first studies on wage decompositiondéeveloping
countries, Ashraf and Ashraf (1993) find a highelesf discrimination
against women in Rawalpindi City. Years later, Agland Ashraf (1998)
report for Pakistan a substantial decline in thedge earnings gap
between 1979 and 1985-86 which is valid for fousvprces and across
every industrial group. Similarly, Kingdon (1997hds for India rising
rates of returns to education by education lewatl gyrls face significantly
lower economic rates of returns to education thaysbin a study on
Malaysian data, Nor (1998) suggests that the gendg; which is
determined by productivity characteristics, predantily variables and
occupational distribution of women and men is lgrggue to labour
market discrimination, which is a result of a fantsm towards men
rather than an unfavourable female treatment inatheur market.

In her study of gender income inequalities, D&o(1995: 200)
highlights earnings variations not only by gendet blso by sector,
region, occupation and educational attainment. \ifferences in
income by these variables are documented. By auypptihe
discrimination approach, she indicates two soufoeggender income
inequalities: 1) Human capital differences betwegmders and 2)
Different valuation of the productive charactedstiof the two groups,
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that is, discrimination in the labour market. By @aying the Oaxaca
technique, she carries out a decomposition of lm#ie-female and
region wage equations. She concludes that “Regardié the type of
decomposition, the most important factor contribgtio the earnings
gap between genders is determined to be the ditferaluations of
individual productive traits or discrimination agsi women in the
labour market’(Day1glu, 1995: 221).

Tansel (1996) investigates self and wage employmémhen and
women with respect to residential segregation (rnwsaurban), age and
education, after providing profiles of the waged aelf-employed in
Turkey. Her particular interest is to find deteramits of employment
choice and estimation of wages for the wage- aifdesgloyed. She
observes that the “fraction of self-employed desdiin favour of wage
earners during the process of development.”(Tark®96: 21). This
movement suggests that mobility may be switchingmfr self
employment to wage employment. She finds that éduchas a greater
effect on wage employment choice of women than eh.miNomen’s
earnings are more responsive to education than smiemn’ the wage
earners. In a similar way, education seems to héter self-employed
men’s earnings more strongly than the wage eari@es present study,
in some ways, details Tansel's work.

More in line with discrimination literature is Tal's (1999) work on
public-private employment choice and wage diffaedst of the two
groups. Controlling for observed characteristicel @ample selection,
public administration wages are found to be atyparilower than covered
private sector, in particular at the universitydewVages at state-owned
enterprises are higher than covered private secéges except at the
university level. While the public administratiomsha more egalitarian
wage structure, the covered private sector exhibi@rge gender gap in
wages, which suggests a stronger discriminatiothén private sector.
Comparing covered and uncovered earners, she tiateshe first have
two and a half times higher wages than the laitengel, 1999).

Motivated by previous studies, this paper aimsoatributing to the
existing empirical literature by estimating an engal wage model for
men and women in wage and self employment and decsimg the
wages into discrimination and endowment componentsban Turkey
in the following subsections.
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I11. DATA AND VARIABLES

The data are obtained from the 1994 Household lec8nrvey of the
State Institute of Statistics of Turkey (SIS). &wd of using the whole
data set, which covers 19 cities, the decisionbeen made to use only
the data for Istanbul on the grounds that it isl#rgest city in Turkey
which offers a chance to study wages of individualgall job statuses
and income strata. Yet, only the individuals whe warorking in non-
agricultural jobs and between the ages of 15 andré5ncluded in the
analysis. With these restrictions, sample sizeigedlto 1324.

The data set includes the determinants of the mgsrdifferentials of
each working individual. Specifically, informatioon gender, age,
education, marital status, occupation, economidvifct (industry),
public-private employment, number of workers at therkplace, the
number of hours worked per week, social securityecage and job
experience is employed. Only the net activity ineooh each individual
is used in the analysis. Net activity income, thiegludes wages and
salaries, entrepreneurs’ income, income earned fnamufacturing and
construction sectors and mining activities, andiserand trade income,
after taxes and social security payments.

By definition, unpaid family workers (UFW) do noave any net
activity income. Although a few reported in kindcame, no estimation
is attempted for the unpaid family workers, whielduces the number of
categories of job status variable to four. wagewsakarners, casual
workers, employers and the self-employed. Furtheemdor the
estimation of wage equations, a two-category jakustvariable is used
where 1 represents wage employment (wage-salargasiuhl workers)
and 2 represents self employment (employers angdifiemployed).

Information on occupation is not used and is regaagoy industry in
dummy format since there is a considerable ovdy&ween the two and
the industries have never been employed in theiquewesearch. Job
experience is calculated in the same way as desthip Oaxaca, that is
EXP=AGE-EDUC-6. Due to a high correlation betwege 6AGE) and
experience (EXP), age is not used except for dasi purposes
(Oaxaca, 1973). Despite the existence of detailéatmation about the
kind of social security coverage, a binomial cogeraariable is created
and turned into dummies. A similar approach isofekd for a five-
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category marital status variable, which is expréssea binomial (1 for
married and 2 for others). Two kinds of educaticale are available for
the analysis. The first captures the level of sthgoby school (or

diploma) type completed. The second is createdhbyrésearchers by
assigning years corresponding to each level. Whaneecessary,
dummies representing each category of educatiomblarare created
and used particularly in wage estimation equatioRgvate-public

employment separation is expressed in dummy format.

A. Job status

The labour market structure of Turkey resembles emtmr that of
developed countries where wage employment is velgthigher than self
employment compared to the developing countries revheelf
employment is relatively higher. In 1955, 43.8 patcof the male labour
force was self-employed as opposed to 20.5 penvege earners. In
1990, self employment declined to 30.7 percenteviwhge employment
rose to 50.1 percent. Tansel (1996) reports sirtriggands for the Republic
of Korea, Taiwan and China. In the same periodiegses both in self
employment and wage employment of women are obdedue to the
increased participation of women in the labourdorc

Table 1. Employment Composition of
Urban Population and Istanbul by Gender (%)

Employment Status Turkey (Urban) Istanbul

Men Women Men Women
Wage and Salary Earners 56.6 64.2 56.2 77.p
Casual Workers 9.6 6.5 15.6 8.4
Employers 12.6 1.1 9.2 2.4
Self-employed 16.5 13.0 15.0 6.0
Unpaid Family Workers 4.2 15.2 4.0 6.0

A closer look at the distribution of job statusurban Turkey and
Istanbul reveals that an even higher proportiothefurban labour force
is in wage employment. Table 1 summarises percestaf) people in
different job statuses by gender.

If the hypothesis that the higher the proportionvagje employment,
the higher the economic development is tested thiése data, Turkey,
and patrticularly Istanbul, seems to have adoptsthdar path as the
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developed countries. The percentage of self-emglayen for Istanbul
is just a few points above the percentage for Geyn(@ 9%).

B. Income

In the job market of Istanbul, men have higher mee compared to
women. This is true regardless of the job statud. léhe highest mean
income for men belongs to employers, followed by felf-employed,
wage-salary earners and casual workers. The enrploge average,
make 3.2 times more than the self-employed, 5.4gimore than the
wage-salary earners and 7 times more than the Icasukers. Mean
male earnings indicate tremendous differences. Thialso true for
women, although to a lesser degree. Unlike men,eveadpry earner
women make, on average, more than the self-employeghin,
employer women make 5.5 times of the casual andtith@s of the
wage-salary earners. Similar sizable differences also observed
between men and women. Expressed as a percentagentd income,
women’s income is 37 for employers, 25 for the-setiployed, 75 for
wage-salary earners and 47 for casual workers. iliteresting to find
the highest earnings discrepancy in the self-engglogind the least
discrepancy in the wage-salary group. Table 2 coegpancome,
education and age of the labour force in Istanlgybb status.

Table2: Means and Standard Deviation of Some I ndependent
Variables by Job Statusand Gender

Wage-Salary Casual Employer Self-employed UFW
M w M w M w M w M w
Inc* 95.4 71.6| 74.0 34.5| 519.7| 1915 162.4 40.3 - -

101.8 87.9| 534 27.5| 776.0{ 200.4| 200.7 48.9
Log Inc 18.05 17.70( 17.93 16.96| 19.53| 18.54| 18.48| 16.78 - -

.78 .87 .64 1.04 1.01 1.30 1.01 1.39

Educ 7.360 8.26] 5.52 4.90 8.48| 10.67 6.51 6.67| 7.64| 6.27
3.57 4.14| 2.03 4.50 4.22 2.58 3.30 4.30| 3.33] 347

Age 32.91) 28.80| 32.24 34.67| 39.35| 36.17| 40.54 40.00| 26.39| 39.00
10.74] 9.41| 10.60 12.37 9.75| 10.89| 11.08] 10.51| 11.30] 9.29

Exp 19.55] 14.54| 20.72 23.76| 24.87| 19.50| 28.03| 27.33| 12.75| 26.73
11.05| 10.98| 11.30 15.04| 10.41] 12.63| 11.49| 12.58| 12.22| 9.51

Hours 53.19 47.13| 56.58 38.19| 53.72| 53.50| 55.65| 27.53| 54.32| 47.28

14.34| 10.87| 13.96| 24.50| 14.98| 37.45| 19.88| 15.42| 15.21| 20.88
W: women, M: men, UFW: unpaid family worker, Inacbme, Log Inc: logarithm of
income, Educ: education, Exp: experience, Hourgklyeworking hours.

* Million Turkish Liras.

! The mean.

% The standard deviation.
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C. Education

In a study that employs national data, wage-satamers are found to
have the highest education compared to other grftgssel, 1996: 8).
In Istanbul, employers seem to have the highestathn followed by
the wage-salary earners. Given the economic pateofi Istanbul,
which attracts the most educated and qualified lgeofhis is no
surprise. What is more interesting is the higharcational attainments
of women among the employers, wage-salary earnexs self-
employed. Higher education of the employers magrbéndication of a
trend from traditional to schooled businessmen. hiig women’s
participation in the employer group may mean thettirsgy up and
running a business requires relatively higher etloieand women have
to be even better to establish a business in tHe-dwmminated labour
market.

D. Age, experience and weekly working hours

Two variables, age and experience, show a simdtieqm due to the way
the experience variable is calculated. Since e&peeé is more relevant to
determination of wages, interpretation here willlibdted to experience
only. The self employment group (employer and seiployees) have
higher mean experience compared to other statuspgroThis is

explained by the nature of the private work th&esaa longer time to
build and, traditionally, the lack or limited apmtion of pension or
retirement funds in self-employed jobs. It is iet#ing to note that
women who work as casual workers and unpaid famvitykers have

higher mean years for experience. This again caexipéined by the
absence of social security provisions, particuldéokythe unpaid family

workers who are forced to work much longer in otdesurvive.

The average number of hours worked per week isehifir men
(53.62) than for women (45.36) in Istanbul. Theuehsvorkers put in
more hours (56.58) than any other group, followgdhe self-employed
(55.65), unpaid family workers (54.32), employes8.72) and wage-
salary earners (53.19). Order by work hours perkwelanges for
women in that employer women work the most per wé&k.50)
followed by women in unpaid family work (47.27), men in the wage-
salary group (47.13), women in casual work (384 women in self
employment (27.53).
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E. Industry affiliation and public vs. private employment

The industry that the individual works in has neeb dealt with in wage
determination studies in Turkey. Instead, occupatiare used in the
efforts to determine wage (Metin and Ugdak, 1997). For Istanbul and
its very divided labour market, the idea of usimgl arying industries

was appealing. In fact, for Istanbul, industry murid to be more
correlated with income than occupation. Originaihgustries are coded
into 9 main categories, but due to the small nusi\bberthe first two

categories and the electricity, gas and water cayethey are regrouped
into six categories as manufacturing, constructamd maintenance,
trade (wholesale and retail), transport, commuioatand storage,
finance and services (societal and personal). Meages in industries
exhibit substantial differences in that transpas lthe highest income
(204.7 m. TL) followed by trade (162.5 m. TL), fm=ze (124.4 m. TL),

services (116 m. TL), construction (102.7 m. TLdamanufacturing

(93.6 m. TL).

Table 3: Cross-tabulation of Industry by Job Status and
Employment Type

Industry Job Status Employment Type Tot3l
Wage Emp| Self Emp. UFW Public Private

Manufacture 44.3 26.0 28.8 9.9 43.2 39.F
Construction 9.7 11.2 16.9 - 11.6 104
Trade 20.5 38.2 42.4 2.8 27.9 25.3
Transport 5.6 12.6 5.1 10.6 6.7 7.]
Finance 1.9 0.4 1.7 2.8 1.4 1.6
Services 17.9 11.6 5.1 73.9 9.2 16.p
X’=87.7 d.f=10 p=.001 X*=415.2 d.f=5 p=.001

In order to see the job status of workers in indest the two
variables are cross-tabulated. The manufacturiniyistty employs at
least one fourth of the workers in each status grand is highly
represented among wage-salary earners (44 %). tifgaily workers
are highest in the construction industry, whicloldowed by the self-
employed. Trade is the primary industry for selfpdoyed and unpaid
family workers, while only one-fifth of wage-salagarners work in
trade. The higher representation of unpaid famitykers in trade is
explained by the higher frequency of family-ownedsibesses in
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Istanbul. The self-employed make the modal categorthe transport
sector where the other status groups are represesite 5 percent each.
While there are relatively more wage-salary earrnierghe services
industry, all three status groups are represeraéiter weakly in the
finance sector.

F. Marital status

Marital status is considered as one of the deteaamg of wage. It is
speculated that responsibilities to take care déraily increase the
worker’s motivation to find higher paying jobs awdrk longer hours to
meet the needs of a family. In general, marriedkex® earn more than
unmarried ones in Istanbul, where the mean earfuinghe married is
148.5 million TL compared to 63.2 million TL for@ghunmarried. This
difference varies according to the job status oé timdividuals.

Unmarried ones earn on average 54.2 percent ofrtaeied in the

wage-salary group, 83.3 percent in the casual wogkeup and 52
percent in the employer group. Among the self-erygdip the difference
is negligible (also insignificant) and in favourtbe unmarried (t=1.445,
df=177, p=.150).

G. Social security coverage

It is generally accepted that the effect of soseturity coverage on
wages is not direct, and on average, minimal. TheFecoverage in any
form is not expected to generate considerable iecathfferentials.
However, the income gap is sizable between covaretl uncovered
workers in Turkey. In the case of Istanbul, the me&ome for covered
workers is higher than uncovered ones (143.8 4% m). Moreover,
within the covered and uncovered groups, theretesigsiderable
differences by gender. Among the covered workdrs,mean income
for men is 156.9 m while it is 88.6 m for women. M¥huncovered men
make 108.9 m, uncovered women make 28.3 m. Of epthie observed
differences in income cannot be explained by thstemce or absence of
the coverage. Cross-tabulation of coverage staitiiseducation clearly
indicates that coverage itself is related to edanafx’=103.1, df=5,
p=.001). It is logical to think that more educatgdrkers have higher
inclination toward being covered on their jobs.
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IV.DETERMINATION OF THE INCOME DIFFERENTIALS

The model used in the following sections includes sets of variables.
The first is known as human capital variables ttegd qualities of
individuals such as education and experience. Wksain the second
set relate to work and the individual’'s positiomatk (see Note 2).

A. Estimates for Men in Wage and Self Employment

The estimates of the log earnings equation for veegaer men in Table
4 indicate that the majority of the categories dli@tion—the most
frequently used human capital variable—are sigaficwith expected
signs. The illiterates and primary school graduateshot seem to be
gaining any returns for their education as compavetd the workers

who are literate but with no schooling (base catggd his is different

for junior high school, high school and universégd more educated
wage earners who make consistently higher retuonsheir higher

educational attainments.

The negative sign of the social security coverageexpected,
implying that having social security shelter aclydlessens wage
earners’ income as compared to those who are netred (base
category). It is a fact that security coverage a$ spread in Turkey.
Paying insurance premiums and accepting other rssipidities born
out of insurance is considered as a burden by niy@agyer. Instead of
being responsible to the State due to insured wsykeany employers
prefer to pay some extra wages to workers who db demand
insurance.

As the significance of the dummies for industryigade, being in
manufacturing, construction and finance industrégses not bring
workers any more income than the wage earnersisdhvices industry
(base category). However, the wage workers in et and transport
industries gain 35 percent and 42 percent moretti@service workers.

Work hours per week have a small positive effectagnincome of
wage earners. Being married means 29 percent moanie over the
income of the unmarried wage earner men, which Ime with general
expectations. Similarly, job experience has a pasieffect on the log
income of the wage earner men.
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For self-employed men, education is more profitanhee returns to
education are higher compared to returns to edwucath wage
employment. Self-employed men gain much more ferstime education
in self employment than their counterparts in wageployment. This
may mean a higher valuation of education in thé eslployment. As
opposed to the trend in wage employment, workers avh covered make
little more than the uncovered in self employment.

Table 4: Sdectivity Corrected Estimates of Wage Equationsfor Men

- Wage Employment Self Employment
Variables Coefficient | P >[z]| Coefficient P>
Constant 16.2191 0.001 15.8027 0.001
Education

llliterate -0.2243 0.246 -0.2772 0.733
PS 0.1934 0.207 0.7544 0.162
JHS 0.3403 0.033 1.0739 0.082
HS 0.7518 0.001 1.2447 0.017
UNIV+ 1.6124 0.001 1.7273 0.001
Socsec Cov -0.0800 0.099 0.0199 0.919
Industry
Manufacture 0.0916 0.166 0.4220 0.097
Construction 0.0763 0.417 0.3402 0.244
Trade 0.3542 0.002 0.4930 0.049
Transport 0.4160 0.001 0.5887 0.042
Finance 0.0134 0.948 0.8609 0.448
Hours 0.0050 0.001 0.0086 0.023
Married 0.2987 0.002 0.1531 0.631
Experience 0.0908 0.001 0.0668 0.015
Experiencé -0.0015 0.001 -0.0012 0.012
Selection term -0.5873 0.0315 0.2546 0.358]
R® 0.3981 0.1706
F test 31.71 0.0001 3.18 0.0001
N 784 264

' Standard error.

PS: primary school. JHS: Junior high school andwedent. HS: high school and
equivalent. UNIV+: university and above. Socsec Csncial security covered.
Hours: weekly working hours.

Experiencé& experience squared.

N: number of observations.

A similar case to education is true for the indestr Workers in
trade and transport make little more over the serumdustry workers
than their counterparts in the wage employment.rslawrked per week
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have again negligible contribution to the incomeself-employed men,
which is little over what their counterparts makenage employment.

Being married contributes positively to the incoaieself-employed
men over the unmarried, although this is a litdgsl than what marriage
brings to men in wage employment. The same int&fpoa is true for
experience. Each year of experience increasesnttmie of the self-
employed men, which is just under the correspondjam in wage
employment.

B. Estimates for Women in Wage and Self Employment

Estimates for women in wage employment in compariaith wage
earning men indicate some major differences betileeexes. Returns
to high school and university and higher educatase higher for
women. llliterate women earn less than women wiedliterate without
diploma.

As opposed to wage earner men, having social $gcshelter
increases women'’s income over the uncovered ores.mlight be due
to the much lower income of women, whose insurgreeniums do not
bring too much financial burden on the employer.

None of the dummies for the industry variable agmificant. This
can be interpreted to mean that no matter whichstrg women work
in, there is no additional contribution stemmingtjirom working in a
particular industry.

Unlike wage earner men, the more hours worked pkwdo not
translate into higher income for women. As pointed earlier, women
work on the average fewer hours than men, whichbeagxplained, in
part, by the traditional responsibilities imposedveomen in connection
with the domestic work.

As expected, married wage earner women make less tieir
unmarried counterparts. Factors explaining thisnpheenon vary from
household responsibilities imposed on women toriapions due to
child bearing. Although job experience increasestine of women, this
increase is much less than what wage earner mam fgain one
additional year on the job.
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Estimates for the women in self employment are liabke due to
the small number of self-employed women. Therefoeinterpretation
will be advanced for them.

Table 5. Selectivity Corrected Estimates
of Wage Equationsfor Women

Variables Wage Employment Self Employment
Coefficient P >|z| Coefficient P> |z|
Constant 16.7780 0.001 9.3407 0.001
Education
Illiterate -1.4784 0.001 0.8387 0.790
PS 0.2329 0.494 -2.5104 0.032
JHS 0.2208 0.552 -7.0875 0.001
HS 0.7945 0.027 -1.7450 0.267
UNIV+ 1.70484| 0.001 -0.5361 0.795
Socsec Cov 0.4140 0.001 1.7008 0.077
Industry
Manufacture -0.0611 0.638 1.2362 0.289
Construction 0.2731 0.596 9.4030 0.001
Trade -0.1112 0.505 3.2329 0.030
Transport - - - -
Finance - - _ -
Hours -0.0002 0.955 0.0334 0.052
Married -0.2711 0.042 0.2386 0.706
Experience 0.0286 0.092 -0.0044 0.024
Experiencé 0.0005 0.238 -0.0012 0.097
Selection term -0.5873 0.0315] 0.9555 0.0600
R® 0.4337 0.6192
F test 9.90 0.0001 3.32 0.074
N 196 21

! Standard error.
N: Number of observations.

V. DECOMPOSITION OF WAGESBY JOB STATUS

Wage decomposition by way of the Oaxaca techniquk it various

derivatives has been used extensively in studiesvage differentials
and determination, some of which are mentionechendection dealing
with the discrimination literature. The Oaxaca daposition is a

technique which is very useful in distinguishing ttifference in wages
due to human capital characteristics (i.e. edunatame, experience),
from those that could be attributed to discrimioati (i.e. the

unexplained portion of the difference in wages).
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Table 6 summarises the calculations performed &h vage and
self employment by taking the male and female stinecseparately as a
base for each employment type. This was necessaytal the index
number problem inherent in the technique that makegdistinction
between the male and female structures. So, betlemployed in the
analysis. Additionally, all calculations performed the wage equations
are estimated by OLS rather than the selectivityrembed wage
eguations on two grounds: in half of the wage dquoat the sample
selectivity bias is found insignificant, and, monaportantly, the
purpose here is to see the actual degree of dis&iion prevalent in
the labour market, which does not impose the ussaofple selectivity
corrected estimates. The OLS wage equations usdtifoexercise are
different than the ones used in the previous sectioe to the skewed

Table 6. Wage Decomposition by Job Status

Malée Femalé
Employmen Variables Total Due to Due to Due to Due to

Type Difference|Discriminatior] Endowment discrimination Endowmeng
w llliterate .0412 .0103 .0309 .0091 .032(Q

A PS .0147 -.0053 .0200 .0273 -.012
G JHS .0300 .0062 .0238 .0368 -.006§
E HS .0026 -.0379 .0405 .0259 -.023]
UNIV+ -.0562 -.0743 .0181 .0095 -.0657

E Socsec Coy  -.4087 -.0007 -.4080 -.4017 -.0070
A Industry -.0094 -.0005 -.0089 -.0077 -.001Y
R Hours -.0613 10358 -.0971 -1116 10503
N Married .2014 .0473 1541 2412 -.039%
II\I Experience| 1.4530 .3715 1.0815 1.3867 .0663
G Experiencé| -.8602 -2.2568 -.6033 -.8762 .0161
Total 4320 .0955 .3365 4244 .0074

S llliterate .1062 .0093 .0969 .0385 .0677
E PS 1.1104 1111 .9993 1.4176 -.307B
'|; JHS .3351 -.0118 .3469 .3035 .0314
HS .8961 -.1013 .9974 .5818 .3143

E UNIV+ .5640 -.0135 5775 .5363 .0277
M Socsec Coy -1.2100 .0068 -1.2168 -1.3436 .1334
P Industry -.0799 .0079 -.0879 -.0439 -.036(

L Hours -.6592 -.3062 -.3530 -.0055 -.653
9 [Married -4636 10012 -4648 -.6521 1885
M Experience| -1.1278 1021 -1.2299 -1.3147 .1868
E Experiencé| .0140 -.0646 .0786 .0845 -.0704
¥ Total 1.6942 -.2591 1.9533 1.8114 -117p

LA + (-) sign indicates advantage for males (fesale
2 A + (-) sign indicates advantage for females (isjale
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distribution of women in the categories of INDUSTR¥nd
WORKPLACE variables. For industry, the dummies drepped and
workplace variable is not included.

It appears that wage differentials (in logarithnidems) for both
employment sectors and sexes are considerablehwshio agreement
with the earlier findings (Daygu, 1995; Tansel, 1996; Tansel, 1999).
Gender difference in wage employment seems sulbsitgnsmaller
than it is in self employment (.4320 vs. 1.6942)héN the male
structure is taken as a base, the proportion difridignation in the
gender wage difference is 22% in favour of men. Whee female
structure is used, this climbs to 99 percent irotavof women. Similar
comparison for self employment indicates the sam@ss of
discrimination in wages in Istanbul (15% of the watjfference when
the male structure is used and 107% when the ferstaleture is
used). Besides pointing out the sizable wage drgnation in self
employment—nearly three times of that in the waggleyment—the
sign of discrimination term suggests female advgmtaven when the
male structure is used. This runs against bothat@emic consensus
and the layman’s perception about women’s earnimgsTurkey.
Moreover, there is enough indication that this s atifact of the
model used that is under-specified for securing gamnable estimates
for males and females in each sector. Oaxaca (1699) himself
explains this clearly by saying that “the magnituafethe estimated
effects of discrimination crucially depends upoe tthoice of control
variables for the wage regressions.” Therefore, ihierpretation
should be limited to wage employment, for which wagquations
indicate a better fit.

VI. CONCLUSION

This paper investigates the factors that deterrtiaevages of both men
and women in wage employment and self employmetit e view

that wages are determined rather differently irhbanployment types.
It is pointed out that for wage and self-employedrkers, Turkey

resembles industrialised countries more than dewsjoones in terms of
division of labour force. This confirms the clainf development

theorists who assert that with development, the@mtoon of the self-

employed declines in the labour force.
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Istanbul is chosen to represent the urban populaito Turkey.
Having a population of approximately 7 million ahding the heart of
the Turkish economy, Istanbul is the ideal urbattirge to investigate
processes that shape wages.

The model used is composed of both human capitéhtas and
work-related variables. Using the two-step Hecknpaocedure, it is
shown that there are differences in the wage deétatian of men and
women and between wage and self employment. Theortan
difference between wage employment and self empboyns the higher
returns to education in self employment. This iatks the existence of
different valuation of education in the two emplayms. For men in
both employment types and women in wage employmembye
education means more income. This walks in the fafcéhose who
downplay the role of education in income generationrecent years,
due to increased favouritism, particularly in thablc sector job
placements, some have started believing that edaaatof little help in
job competitions. This paper disputes such thinkamgl indicates the
increasing importance of education.

Women in wage employment seem to benefit most fswuoial
security coverage while social security coveragepeaps as a
disadvantage for men in wage employment. As exethiarlier, this is
due to the tradeoff between high wage but no cageeend low wage
but coverage.

Industries that workers are employed in did notficonthe pattern
expected by the researchers. Only the workersarrdde and transport
sectors seem to benefit, compared to workers insémeices industry,
from their respective industries. It is known tksnbul is the center for
wholesale and retail trade. Therefore, trade’s rdaution to income
more than the others is not surprising. It is tengptto think that
contribution of the transport industry is just @leper effect of the trade
activities. Since the highest volume of exports angorts are handled
in Istanbul, which requires colossal transportafiaxcilities of all kinds
(land, sea and air), workers benefit more from sumdustry where
wages are second to the wages in transport.

Working hours per week appear to be contributinghém’s earnings
while more hours imply reduction of women’s wag@smen usually
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work less compared to men. Cultural responsibdlitter domestic

housework and child-rearing activities constitute biggest obstacles
that prevent women from working longer and withdisruption. This is

also confirmed by the effect of marriage on earsidyhile men in both

wage and self employment clearly benefit from naaei compared to
the unmarried, being married seems to be a disgéayarior women in

wage employment.

Job experience contributes positively to men irhbamployments
and to women in wage employment. However, an eyé& of job
experience brings relatively more income to wagaeramen than to
men in self employment, and brings the least to wonn wage
employment.

Decomposition of the wages into discrimination atblowment
components indicates the existence of a relatikigier discrimination
in wage employment than in self employment. Thisynseem
paradoxical given the fact that income differestiake higher in self
employment than in wage employment. This appararddgox resolves
when different valuation of the two employmentdaken into account.
As shown above, in the context of returns to edocaself employment
provides highest returns for men in self employme&hts clearly shows
that education is more highly valued in self empilent than in wage
employment. Furthermore, since education is an rtapb determinant
of earnings, workers being paid on the basis af #ducation level goes
along with the idea of income according to endowtnaiich means
less discrimination. All these suggest that whateliference remains
in wages is more due to endowments than discrimimain self
employment. In wage employment, different critef@ evaluating
workers seem to be utilised, which are known tont@e prone to
favouritism. Moreover, relatively less income diffatials are due to
restrictions imposed by laws regulating salarieghi@ case of public
employment and efforts of unions in the case ovgte employment,
which also affect non-union workers in some indirgays.

NOTES
1. Ashraf and Ashraf (1993; 1998) applied wage decasiion for

Pakistan, Kingdon (1997) for India, Nor (1998) fBeninsular
Malaysia, Katz (1997) for a Russian industrial towkppleton,
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Hoddinott and Krishnan (1996) for three African nties (Ethiopia,
Uganda and Cobte d’lvoire), Drago (1989) for Aus&ralAshraf
(1994), Darity, Guilkey and Winfrey (1995) and Hiair(1999) for
the U.S., and Dayfhu (1995) and Tansel (1996; 1999) for Turkey.

2. The model employed in this paper combines the tets without
imposing any restriction on them. That is, it iswsed that all the
variables included in the model influence wage. Tiadel, then,
includes education, work experience and maritalustavhich are
commonly used in the human capital models, as wasgllsocial
security coverage, public-private sector employmemdustry and
the number of hours worked per week. In the moddlcation,
industry, social security coverage, employment tygmel marital
status are expressed as dummy variables.
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