
 

 

The economic strain 

created by COVID-19 

puts further pressure on 

an already fragile 

economy with high 

unemployment rates. In 

addition to assisting 

businesses in trouble, 

the government has 

been taking measures 

to support the poor and 

address the 

unemployment 

consequences of closing 

businesses. The 

informal sector is 

sizable in Turkey, and 

the additional social 

assistance payments 

made to certain 

households do not 

necessarily reach 

informal employees. 
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Description 

The economic strain created by COVID-

19 puts further pressure on an already 

fragile economy with high 

unemployment rates. To deal with the 

social and economic costs of the 

lockdown measures in response to the 

pandemic, the government has been 

taking actions that include financial 

support for businesses hit by the 

lockdown, as well as unemployment 

subsistence schemes and large-scale 

postponement of debts and taxes. 

Turkey has had a “short-time working 

allowance” to address economic 

problems since 2003. The law that made 

this possible compensates employees of 

firms who are forced to reduce their 

work force by at least one-third when 

faced with an economic, regional or 

sectoral crisis. If approved by the 

Turkish Employment Agency (İŞKUR), 

and for a period not to exceed three 

months, workers are entitled to an 

amount equivalent to 60% of their gross 

pay, up to a limit of 1.5 times the gross 

minimum wage. To qualify, social 

security premiums should have been 

paid for the last 60 days, and for 450 

days over the last three years. Due to 

the pandemic, the government enabled 

applications to be processed quickly, 

based solely on employer declarations 

and without official inspections, which 

can normally take up to two months. The 

Ministry of Treasury and Finance 

announced that applications have been 

made for 2 million employees, of which 

700,000 have so far been approved. 

In addition, a new law is being 

legislated, according to which laying off 

employees will be banned for three 

months retrospectively starting 15 

March 2020 (with a possible extension 

for another three months). Firms will be 

allowed to give employees unpaid leave 

during this time and the government will 

compensate the workers (about 1,200 

TL [around €165] per month). These 

payments will be counted as part of the 

unemployment insurance benefit and 

will be taken into account in future 

benefits. Finally, 2 million beneficiaries 

of regular social assistance programmes 

received a payment of 1,000 TL (around 

€135). Another 2.3 million households 

eligible for irregular assistance will 

receive payments soon. There are plans 

for a third wave of assistance, but the 

potential beneficiaries have not yet been 

determined. The assistance paid to 

widowed women was also increased.   

 

Outlook and 
commentary 

Turkey had high unemployment rates 

prior to the crisis. In 2019, the 

unemployment rate increased sharply to 

13.7% from 11% a year earlier. 

Furthermore, during the same time 

period the labour force participation rate 

decreased slightly, from 53.2% to 

52.9%, and the informality rate 

increased by 1.1 percentage points to 

34.5%. In December 2019, people who 

had been unemployed for over a year 

constituted 26.1% of all unemployed, 

compared to 20.5% in December 2018. 

Also facing a growing fiscal budget 

deficit for the last year, the government 

has limited resources to address 
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increasing unemployment due to 

the COVID-19 crisis. Although 

there is a sizable unemployment 

insurance fund, it is largely 

invested in government bonds; 

thus, the Central Bank has had to 

print money to provide liquidity to 

the government. As a result, 

assistance provided to those who 

have lost their jobs has been rather 

limited and late. 

Municipalities have also been 

providing in-kind and cash 

assistance to households in need. 

Yet their work has been hampered 

by a government decision to ban 

them from collecting donations 

from people to finance assistance 

expenses. 

As noted, the informal sector is 

sizable in Turkey and policies do 

not cover this sector. Additional 

social assistance payments made 

to certain households are very low 

and do not necessarily reach 

informal employees. Another 

group that may experience 

difficulty in accessing assistance 

are the around 4 million Syrians 

under temporary protection status 

in Turkey. There are no specific 

policies geared to them that we are 

aware of during this crisis. 
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