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Abstract

With the phenomenon of globalization in the world, and thus as a result of the increase in capital movements,
significant effects have also come into play in the foreign trade sector as well as in many other sectors. While
foreign trade volume expands, especially in developing countries, in countries with a low export-to-import ratio,
foreign dependency has increased. Therefore, it negatively affected the macroeconomic indicators of countries
with foreign trade deficit. One of most important of these indicators is unemployment. Unemployment is not only
an economic problem, but also a social problem. The group that is most affected by the consequences of the
unemployment phenomenon affecting the world economies is the youth who will shape the future. It is known that
youth unemployment, which refers to unemployment in the 15-24 age range, is 2-3 times higher than adult
unemployment in developed and developing countries. This situation negatively affects the lives of young people
and causes important problems in the economic structure of countries and threatens the future of economies. The
aim of this study is to examine the effects of foreign trade volume, which has increased especially with the effect
of globalization, on youth unemployment in G-8 countries. For this purpose, annual data of the period 1996-2018
were used in the study. In the study, firstly, the cross-section dependency test was applied for the variables and
according to the obtained result, CADF unit root test, which is one of the second-generation panel unit root tests,
was used. Later, panel bootstrap cointegration test developed by Westerlund and Edgerton (2007) was used.
Finally, as a result of determining the cointegration relationship, the long-term cointegration vector was estimated
by the CCE estimator. According to the findings, it was concluded that for the panel in general, a %1 increase in
the foreign trade volume in the G-8 countries decreased youth unemployment by 0.19 units.
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Diinyada yasanan kiiresellesme olgusuyla birlikte sermaye hareketlerinin artmasi sonucu dis ticaret sektoriinde
de onemli etkiler ortaya ¢itkmuistir. Bu durum gelismis ve gelismekte olan iilkelerde ayri etkiler ortaya ¢ikarmustir.
Ozellikle gelismekte olan iilkelerde dis ticaret hacmi genislerken, ihracatin ithalati karsilama oram diisiik olan
tilkelerde disa bagimlilik artmigtir. Dolayisiyla dis ticaret agigi veren iilkelerin makroekonomik gostergelerini de
olumsuz etkilemistir. Bu gostergelerden birisi de issizlik olarak karsimiza cikmaktadir. Issizlik ekonomik bir sorun
olmasmn yaninda sosyal bir sorun olarak da kabul edilmektedir. Diinya ekonomilerini etkileyen issizlik olgusunun
sonug¢larindan en ¢ok etkilenen kesim ise genglerdir. 15-24 yas araligindaki igsizligi ifade eden geng issizligin ise
gelismis ve gelismekte olan iilkelerde yetiskin issizlige gore 2-3 kat daha fazla oldugu bilinmektedir. S6z konusu
bu durum, genglerin hayatimi olumsuz yonde etkiledigi gibi iilkelerin ekonomik yapisinda da onemli sorunlara
Neden olmaktadir. Bu ¢alismanin amaci, G-8 iilkelerinde dis ticaret hacminin geng issizlik iizerindeki etkilerini
incelemektir. Bu amacgla ¢alismada 1996-2018 donemine ait yilik veriler kullamimistir. Calismada dncelikle
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degiskenler i¢in yatay kesit bagimliligi testi uygulanmis ve elde edilen sonuca gére ikinci nesil panel birim kok
testlerinden CADF birim kok testi kullamlmistir. Daha sonra Westerlund ve Edgerton (2007) tarafindan
gelistirilen panel bootstrap esbiitiinlesme testinden yararlaniimistir. Son olarak egbiitiinlesme iligkisinin tespit
edilmesi sonucu uzun dénem egbiitiinlesme vektorii CCE tahmincisi ile tahmin edilmigtir. Elde edilen bulgulara
gore, panelin geneli icin G-8 iilkelerinde dis ticaret hacmindeki %1 ’lik bir artisin geng issizligi 0.19 birim kadar
azalttigr sonucuna ulasiimistir.

Anahtar Kelimeler: Dis Ticaret Hacmi, G-8 Ulkeleri, Geng Issizlik, Panel Veri Analizi, CCE Tahmincisi.
JEL Kodlari: A10, E24, F16
1. Introduction

Labor market, having a very important place in the realization of economic activities, is also one of the
main indicators of the economic performance of a country. The state of the labor market guides policy
makers as it provides preliminary information on labor supply and demand. The issue of unemployment,
which is strongly emphasized by policy makers, is a difficult problem to solve, with not only economic
but also social dimensions. It is known that youth unemployment, which refers to unemployment in the
15-24 age range, is 2 to 3 times higher than adult unemployment in developed and developing countries.
Based on World Bank data, the total national income of the G-8 countries (Germany, United States of
America, France, England, Italy, Japan, Canada, Russia) as of 2018 is approximately 40 trillion dollars,
whereas the total national income of all countries is approximately 83 trillion dollars. It is clearly seen
that the macroeconomic performances of the G-8 countries, which make up about 47% of the world
economy, can significantly affect the economic development of other countries. Therefore, these
countries were selected as the sample in the study. The average youth unemployment in G-8 countries
in the period 1996-2018, which is the time period covered in the present study, is 16,03%. At the bottom
of this list is Japan with an average of 7,67%, followed by Germany with 9,64%. Italy, which has the
highest average of 30,72% is followed by France with an average of 22,35%. The fact that these rates
are so high even in developed countries shows how important and difficult the problem and its solution
is.

Although youth unemployment is generally seen as a social problem, it is also considered an issue of
industrial sociology as it relates to the supply and demand of labor. Unemployment of young individuals
leads to various difficulties in shaping their social identity and respecting their selves and can also result
in serious problems such as various health problems, feelings of guilt and uselessness, and economic
independence (Hammarstroem, 1994; Okafor, 2011, p. 359; Bell and Blanchflower, 2015). Thus, it is
crucial to pay attention to youth unemployment and its outcomes. Therefore, the types of policies to be
implemented in solving the issue of youth unemployment are of socioeconomic importance.
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Figure 1. Youth Unemployment Rates in G-8 Countries (%0)
Source: World Bank

Figure 1 above demonstrates the youth employment rates in G-8 countries, corresponding to the ratio of
unemployed youth between the ages of 15-24 to the workforce within the same age range. Generally, it
is seen that the youth unemployment rates in 2018, which is the final year, are lower than in 1996, which
is the starting year. As seen in the graph, the serious fluctuation in youth unemployment rates in G-8
countries between 2008-2011 is thought to be a result of the economic stagnation caused by the
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Mortgage Crisis.

Figure 2 below shows total unemployment rate in the G-8 countries, which express the ratio of the
unemployed between the ages of 15-64 to the workforce within the same age range. The fluctuation that
is believed to have been caused by the crisis in 2008 is clearly visible in this graph as well. Just as in the
case for youth unemployment, the highest figures in the average total unemployment rate belong to Italy,
while the lowest figures belong to Japan.
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Figure 2. Total Unemployment Rates in G-8 Countries (%0)
Source: World Bank

According to a study conducted by the World Economic Forum, youth unemployment was considered
to be one of the biggest threats in 2014. Experts warn that the high rate of youth unemployment can lead
to extremism and social unrest and exterminate prospect of sustainable economic growth. Furthermore,
data from International Labour Organization (ILO) suggests that the world is facing a worsening youth
employment crisis. Young people are three times more likely to be unemployed than adults and around
70 million young people are looking for work worldwide. I1LO states that, in developed countries, a
dangerously high level of unemployment, increasing inactivity and precarious work environment
impairs young people and that there may be some massive developments (Rakauskiene and Ranceva,
2014, p. 166; Yeung and Yang, 2020).

Youth employment has many reasons. These are essentially the general state of the labor market, the
structure of education and training systems, and the social stratification in the distribution of labor
opportunities (Dietrich, 2012; Dhakal et al., 2018). When the subject is considered at micro and macro
levels, young people who do not have work experience and want to take place in the employment market
for the first time, the unemployed who are educated in theory but lack practice, and lastly, the mismatch
in the working tendencies and qualifications of young people can be considered among micro causes of
youth unemployment. As far as the macro level is concerned, the causes such as periodic economic
crises and stagnation, active workforce, wage, and inadequate education and training policies (Curtain,
2001; Murat and Sahin, 2011, p. 21). In addition to these, among factors affecting youth employment
are geographical location, insufficient demand, high inflation, the share of young people in the total
population, as well as demographic factors such as gender, marital status and migration (Ahmad and
Azim, 2010; Choudhry et al., 2012; Msigwa and Kipesha, 2013; Fidan and Sahin, 2013; Zulfigar and
Akhtar, 2016). Increasing production, ensuring growth and technological development, promoting the
private sector and expanding foreign trade are among the policies generally put forward by governments
in reducing youth unemployment. As a matter of fact, foreign trade covers the entire exchange of goods
and services with other countries by both the public and private sectors in a country. Foreign trade is
highly important in that a country not only gains income by marketing its excess supply to other
countries but also provides the excess demand within the country that the country itself cannot meet.
This trade helps to provide relatively cheaper and higher quality goods and services and to increase the
welfare of countries (Kili¢ and Beser, 2017; Ugurlu, 2020, p. 113).

The opportunities offered by foreign trade can partially reverse the negative impact of certain shocks on

1347



Ugurlu, S., 1345-1363

economic activities (growth, unemployment, inflation, efficiency etc.) (Basile and Benedictis, 2008, p.
181). In order to reduce such negative effects, it is important for governments to implement effective
policies of employment and foreign trade.

Trade openness, in the context of foreign trade, is considered to be an economic indicator that is defined
based on capital flows in a country, increases and decreases in the value of the national currency or the
current balance (Cavallo and Frankel, 2008; Mercado and Park, 2011). Although there are various
studies where positive and negative effects of foreign trade on economic activities are identified, the
dominant argument appears to be that reducing barriers to foreign trade can lead to productivity and
expansion in relevant sectors by reallocating economic resources, especially in sectors where export
goods are produced (Agénor and Aizenman, 1996, p. 265).

With globalization, while the increase in foreign trade has an influence on the economic growth levels
of countries, the transfer of new technology as well as the trade of goods and services in foreign trade
offers new areas and job opportunities, especially for young people. Thus, the development of foreign
trade is of high importance in decreasing youth employment. The present study investigating the effects
of foreign trade volume on youth unemployment in G-8 countries consists of 4 sections. Following the
introductory section, studies in the literature on the subject are included in the second section. In section
3, the data set, methodology and the empirical findings relating to study are presented. The findings and
policy implications obtained from the analysis results are discussed under results in section 4.

2. Literature Review

The effects of foreign trade on unemployment through the channel of employment, which is the subject
of many international trade models, has been a topic of discussion since the mercantilism period. In the
later years, the subject has been widely discussed by modern economists with reference to the
Heckscher-Ohlin model and is still studied to this day. When the studies in economics literature aiming
to determine the effects of foreign trade on unemployment/youth unemployment are examined, it
appears that no such effect was clearly demonstrated to date. These studies generally fall into three
groups, which suggest either a negative, positive or neutral effect of foreign trade on unemployment.
Furthermore, it has been determined by us that the number of relevant studies is very limited with regards
to youth unemployment and there are no studies which investigate G-8 countries alone concerning this
issue. In this respect, the present study aims to fill a gap that appears in literature.

Matusz (1996) indicated that under the assumption of monopolistically competitive market, foreign
trade will reduce unemployment in every country involved in the trade, through creating areas of
employment. Moreover, it’s been put forward that by enhancing division of labour and specialization,
foreign trade will also lead to an increase in productivity in the economy as a whole.

Sener (2001) suggested that, following liberalization of foreign trade, unemployment will rise for
unskilled labor, whereas the total effect of foreign trade on the entirety of the economy would not be
clear.

Jenkins and Sen (2005) aimed to explain the effect of foreign trade gap on unemployment with reference
to the production intensity of goods involved in foreign trade and based on the Heckscher-Ohlin model.
Their findings suggested that as emerging market economies increasingly integrate with the world
economy, the respective country's production activities will shift towards labor intensive goods. Thus,
the production of labor intensive goods and their share in total production will increase, and as a result,
total employment will increase and unemployment will decrease.

Moore and Ranjan (2005) drew attention to the unclarity of the effect of foreign trade on overall
unemployment. Based on the findings, it is concluded that due to the development of foreign trade,
unemployment will decrease in countries where the majority of the workforce consists of skilled
workers, whereas it will increase in countries where the unskilled workers are in majority.

Janiak (2006) concluded in their study that there was a positive correlation between foreign trade and
unemployment. It was suggested that with the increase in foreign trade, small companies with low
productivity will be excluded from the sector as they cannot participate in export, the resulting
unemployment will not be completely eliminated by exporting companies, and thus, unemployment will
increase.
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Dutt et al. (2009) investigated the relationship between trade openness as an indicator of foreign trade,
and unemployment. The relationship in question was attempted to be determined based on the Hecksher-
Ohlin (H-O) and Ricardian models. The least squares method was used in the empirical part of the study,
in which data from 92 countries for the period 1990-2000 were considered. According to the empirical
results, it was concluded that there was no significant relationship between trade openness and
unemployment based on the H-O model, whereas, for the Ricardian model, it was concluded that trade
openness lead to a decrease in unemployment in the short run.

Egger and Kreickemeier (2009) investigated the effects of firm heterogeneity and trade liberalization on
the labor market by developing a model that incorporates workers' fair wage preferences into the general
equilibrium framework within the scope of firm heterogeneity. Based on the findings, it appeared that
increasing trade openness representing foreign trade lead to increases in unemployment and wage
inequality.

Helpman et al., (2010) examined the transition from a closed economy to an open economy. The findings
suggested that, with the transition to the open economy (i.e., the commence of foreign trade), companies
that wish to export goods will prefer more qualified workers, which will lead to wage inequality and an
increase in total unemployment due to the inability of many unskilled workers to find employment.

Kim (2011) used data of 20 OECD member countries covering the period 1961-2008. This study shows
that the increase in trade leads to higher total unemployment due to interaction with rigid labor market
institutions and that it could reduce total unemployment if the labor market flexibility is high. It is also
stated that in a country with average labor market rigidity, the increase in trade does not have a
significant effect on unemployment rates.

Felbermayr et al., (2011) investigated the relationship between trade openness and unemployment in the
long run using data from 20 OECD countries for the period 1990-2006. According to findings from
panel data analyses, an increase of 1% in the trade openness leads to a decrease of approximately 0.1%
in the unemployment rate.

De Pinto (2012) investigated the relationship between international trade openness and unemployment
based on the study by Melitz (2003) which considers companies and workers to be heterogeneous.
Within this context, it is predicted that companies aiming to increase their competitive power in the
international market will prefer to employ skilled workers. It is thus suggested that unskilled workers
will have a long-term unemployment problem and which will lead to an increase in the total
unemployment in the country.

Kamei (2014) researched the effect of the competitive environment that will occur with the transition to
free trade on unemployment by developing a model. According to the findings of the study, while the
actual wages will in increase with the transition to free trade, this increase will also result in an increase
of the unemployment rate.

Fugazza et al. (2014) investigated the interaction between trade openness and unemployment for 97
countries using data from 1995-2009 in their analysis. Based on the findings, it was seen that the effect
of trade liberalization on unemployment is generally uncertain, and that in countries with comparative
advantage, trade liberalization will increase unemployment in sectors with high frictional
unemployment, whereas it will reduce unemployment in sectors with low frictional unemployment.

Gozgor (2014) utilized panel data analysis to investigate the relationship between unemployment and
trade openness in G-7 countries in the period 1960-2011 based on four different criteria. The findings
suggested that foreign trade led to a decrease in unemployment in develop countries by all four criteria.

Cheema and Atta (2014) investigated the determinants of unemployment in Pakistan based on data
covering the period 1973-2010. In the study utilizing the ARDL bounds test approach, unemployment
was found to be negatively correlated gross fixed investment and trade openness, and positively
correlated with economic uncertainty, output gap and productivity.

Nwaka et al., (2015) used time series analysis in their study of Nigeria in the period 1970-2010. Based
on the findings, a positive correlation was found between unemployment rate and international trade
openness used to represent foreign trade.
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Giir (2015) investigated BRIC countries based on the period 2001-2012, and determined that foreign
trade volume, GDP, total investment and industrial growth are the main economic factors that reduce
unemployment.

Giinaydin and Cetin (2015) aimed to determine the macroeconomic determinants of youth
unemployment. Based on the findings of the study which covers the period 1988-2013 and uses the
ARDL bounds test approach, it was found that in the short and long run, trade openness, foreign direct
investment and real income have a negative impact on youth unemployment Moreover, a casual effect
of per capita income, inflation and trade openness on youth unemployment in the long run was
determined.

Anjum and Perviz (2016) investigated the effect of trade openness on unemployment in terms of capital
and labor intensive countries. They used data from 44 capital intensive and 75 labor intensive countries
for the period 1990-2012. In the application part of the study, it is concluded that in labor intensive
countries, trade openness affects unemployment strongly and negatively, whereas in capital intensive
countries, it affects unemployment strongly but positively.

Isaev and Masih (2017) explored the relationship between ratio of private sector in external debt, trade
openness as representative of foreign trade, and unemployment. In the study focusing on Australia based
on the data from the period 1988:Q4-2016:Q4, the ARDL bounds test approach was utilized. The
findings suggested no statistically significant relationship between the variables in the long term.

Ekinci et al., (2017) investigated the relationship between foreign trade and unemployment in Turkey
and selected EU countries using data of the period 2001:Q1-2015:Q4. As a result, they determined that
trade openness used in representation of foreign trade bears a deterministic characteristic over
unemployment rate for Turkey and the selected EU countries.

Ciitcii and Cenger (2017) investigated the relationship between unemployment and export and import
in Turkey covering the period 2005:Q1-2017:Q3. As a result, no long-term correlation was found
between the respective variables.

Tar1 and Bakkal (2017) aimed to explore the determinants of unemployment in Turkey based on data
from 1980-2017. Based on the analysis results, it was found that led to the highest increase in
unemployment was trade openness, which was described as the ratio of foreign trade volume to GDP.

Abugamea (2018) investigated how unemployment relates to foreign trade, domestic income, labor
force, inflation and limitations in workforce mobility in Palestine based on data from the period 1994-
2017. The findings suggested macroeconomic variables such as foreign trade, domestic income,
inflation and labor force, and institutional variables such as limitations in workforce mobility as the
main determinants of unemployment in Palestine. Moreover, it was found that labor force and limitations
in mobility led to an increase in unemployment and a decrease in domestic income, whereas there was
no significant effect of foreign trade.

In their study of Turkey based on the period 2000:Q1-2015:Q3, Akcan and Ener (2018) suggested that
the variable that best accounted for unemployment was real exchange rates and moreover, export,
growth and inflation also reduce unemployment.

Ercan and Kili¢ (2019) investigated the effect of regional trade openness on unemployment in Turkey
based on data covering the period 2004-2014. As a result, a negative correlation was found between
indices of regional trade openness and unemployment in the respective period, whereby an increase in
regional trade openness was observed in parallel to a decrease in unemployment.

Simsek and Hepaktan (2019) explored how trade openness relates to macro-variables such as inflation
and unemployment in Turkey during the period 2005:Q1-2018:Q1. The findings suggested that trade
openness standing for foreign trade was negatively correlated with inflation and positively correlated
with unemployment. Furthermore, a bidirectional causation was determined between trade openness and
unemployment.
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3. Empirical Analysis
3.1. Period of the Study and Data Set

In the present study, annual data covering the period 1996-2018 were used to examine the effect of
foreign trade volume on youth unemployment in G-8 countries. The variables used in the application
and the sources from which the variables were obtained are shown in Table 1. Variables of “cohort” and
“foreign trade volume” used in the study were included in the analysis by taking the logarithm of the
variable.

It can be preferred for parameter estimations of models with different behavior structures such as
logarithmic transformations, marginal effects in the economy, elasticities, proportional changes
(G6kmen and Dagalp, 2020, p. 212). Because of that, the model in this study is in semi-logarithmic
form.

Semi-logarithmic forms are often preferred because they cause minimal problems in preparing data
(Sheppard, 1999, p. 1619). In the semi-logarithmic model, the dependent variable can be linear, and the
independent variables can be logarithmic. Y = 1 + 2 In X. On the other hand, the slope of the
regression equation 32 is used to calculate elasticity. The amount of absolute change in the independent
variable results in the percentage change in the argument (Ciftgi and Ar1, 2019).

Table 1. Descriptions of Used Variables

Variables Variable Description Source of Data
Youth Youth unemployment (% of total labor force ages 15-24) World Bank
Unemployment
Foreign Trade Total import and export of goods and services (million World Bank
Volume $, Constant)

Cohort Youth workforce (ages 15-24) / Total workforce (ages 15-64) World Bank

In the study, the dependent variable was youth unemployment (YU), and independent variables were
foreign trade volume (LNTR) and cohort (LNCOH). In the study, the cohort variable was obtained by
dividing the youth workforce by the total workforce. Following the study by Didin, Sénmez and Ozerkek
(2018), cohort size was defined as the share of youth labor force (aged 15-24) within total labor force.
All variables were obtained from the World Bank. Prior to presenting the findings of the analysis, the
usage and the descriptive statistics of the variables are given in Table 2.

Table 2. Descriptive Statistics

Variables Number of Observations Mean Standard Deviation Min Max
YU 184 16.031 7.770 3.6 42.681
LNTR 184 27.953 0.594 26.379 | 29.336
LNCOH 184 -13.735 0.694 -14.975 | -12.402

Examining the correlation matrix prior to the econometric analysis is important in preventing the
multiple linear correlation problem. Correlation coefficients are calculated in order to determine the
multiple linear correlation between the independent variables. If the absolute values of the correlation
coefficients among the variables considered approach 1, it is suggested that there is a multiple linear
correlation (Topal et al., 2010).

Table 3. Correlation Matrix

YU LNTR LNCOH
YU 1
LNTR -0.374 1
LNCOH 0.132 -0.346 1

If the correlation coefficient is between |0.30|-|0.70|, it is said that there is a moderate relationship
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between the two variables (Biiyilikoztirk et al., 2014). A correlation of 0.80 or more between
independent variables indicates a multicollinearity problem (Cankaya, 2020). Table 3 displays the
correlation coefficients between the variables used in the analysis. The correlation coefficient value
between LNTR and LNCOH variables, which are independent variables in the model, is less than 1,
suggesting that there is no problem of multiple linear regression.

3.2. Methods and Findings

In the present study, initially, a cross-sectional dependence test was applied for the variables. Upon
determining the cross sectional dependence, CADF unit root test, a second generation unit root test, was
applied which showed that all variables were stationary at the first difference. Following this, a cross-
sectional dependence test and homogeneity test were applied for the entirety of the panel, and it was
determined that the constant and slope coefficients in the model were not homogeneous, i.e.
heterogeneous. This test is essential in choosing the cointegration test to be applied. The panel bootstrap
cointegration test developed by Westerlund and Edgerton (2007), which is one of the cointegration tests
assuming heterogeneity and cross section dependency, is used in the study. Upon detecting cross-
sectional dependence and cointegration in the model, the long-term cointegration vector was estimated
by the CCE estimator developed by Pesaran (2006).

3.2.1. Cross-Sectional Dependence Test

LMegp test statistics by Breusch & Pagan (1980) were utilized in testing cross-sectional dependence.
LMegp test statistics are calculated based on the following regression:

Va =@ A A b oy N =12,T )
The null and the alternative hypotheses of the cross-sectional dependence test are as follows:

Ho: Cross-sectional dependence is not present.

Hi: Cross-sectional dependence is present.

The test statistics of Breusch and Pagan (1980), which has a standard normal distribution, are calculated
as follows:

NN
LMBP:T'Z Zpij?

=1 j=i+l

- lel.(N—l)IZ )

Following the application of the test, in the case the probability values are less than 0.05, the Ho
hypothesis is rejected and it is decided that there is cross section dependence (Pesaran et al., 2008).
Based on findings obtained from the test applied, the presence of cross-sectional dependence between
variables is demonstrated below in Table 4.

Table 4. Cross-Sectional Dependence Test Results

Variables CDLM: CDLM:? CDLM LMagj
YU 27.736 (0.478) -0.035 (0.486) -2.757(0.003)™" 12.811 (0.000™)
LNTR 69.991 (0.000™) 5.611 (0.000™) -2.257 (0.012)™ 1.880 (0.003")
LNCOH 54.766 (0.002™) 3.577 (0.000™) -1.817 (0.035)™ 3.216 (0.001™)

Note: ** and *** refer to statistical significance at levels of 0.05 and 0.01 respectively.

As seen in the cross-sectional dependency test results given in Table 4, based on the fact that the
probability values for CDLM and LM,g; test statistics for each variable is less than 0.05, the null
hypothesis suggesting that there is no cross-sectional dependence is rejected. In other words, there is
cross-sectional dependence between series.

3.2.2. Panel Unit Root Test

In the present study, cross-sectional dependence was identified in all series; and thus the CADF unit
root test, which is a second generation unit root test taking into account cross-sectional dependence was
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applied. The CADF test by Pesaran (2007) CADF test is an extended version of the ADF regression
with the first differences of individual series and cross-sectional averages of lag levels. An important
feature of this test is that the CADF statistics reveal the individual results of the cross section, while it
also provides results regarding the whole of the panel with the CIPS statistics. Another reason this test
is substantial is because it provides consistent results even in cases where the sizes of the cross section
(N) and time (T) are relatively small (Pesaran, 2007).

The CADF was developed by Pesaran (2007) and is based on the panel unit root test regression model
known as the extended Dickey Fuller test and is shown as follows:

Ayic = aj + byyi—1 + Ci¥i-1 + diAY; + €j¢ (3)

_ Ay'iMyyi—1
t(N,T) = Gi(y'i—1Mwyi—1)/? )

The CIPS statistic, which is the average of the t statistics values calculated for each cross section, is as
follows:
CIPS(N,-T)=N"*XiL, t; (N,T) )

In Equation (5) (N, T), i. becomes CADF statistics for the cross section unit. Thus, the equation (5) can
be composed as follows (Pesaran, 2007, p. 276):

CIPS (N, T)=N"1YN . t; CADF, (6)
The hypotheses of the test are given below:

Ho:B; = 0 series is not stationary.

Hi: B; < 0 series is stationary.

As a result of the cross-section dependency test, CADF unit root test, which is one of the second
generation unit root tests, was applied to the variables. The results of the CADF unit root test are shown
separately for each country in Table 5.

Table 5. CADF Unit Root Test

Constant and Trend
Countries YU LNTR LNCOH
CADF Stat. Lag CADF Stat. Lag CADEF Stat. Lag
USA -2.115 1 -4.328 1 -0.217 1
UK -1.039 1 -1.715 1 -1.819 1
Canada -3.590 1 -3.548 1 -2.562 1
France -2.259 1 -3.575 1 -1.306 1
Germany -2.583 1 -3.079 1 -1.173 1
Italy -3.029 1 -1.781 1 -1.818 1
Japan -3.854 1 -3.976 1 0.493 1
Russia -1.703 1 -2.992 1 -0.648 1
CIPS -2.521 -3.01 -1.131

Note: CIPS Critical Values 1% (-3.15), 5% (-2.88), 10% (-2.74); CADF Critical Values 1% (-4.97), 5% (-3.99), 10% (-3.55)

Based on the findings displayed in Table 5, it is seen that the CADF test statistic values
calculated separately for YU, LNTR and LNCOH variables are less than -4.97 at 1% and the CIPS
values are less than -3.15 at 1% as displayed in the critical values tables by Pesaran (2007). In
this case, the Ho hypothesis is accepted and the Hi hypothesis is rejected. When the results given in
Table 5 are evaluated, it is determined that the series which constitute the panel have unit roots. As a
result, it was concluded that the YU variable representing youth unemployment and the LNTR and
LNCOH variables referring to foreign trade were not stationary. Therefore, it is concluded that the

series possess the I(1) property.
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3.2.3. Testing Homogeneity of Cointegration Coefficients

Homogeneity studies are first discussed by Swamy (1970) and demonstrated as follows:
S/\: Zy:l(ﬁl - BWFE) (ﬁl - EWFE) (7)

Based on the test developed by Pesaran and Yamagata (2008) and is also referred to as the delta (A) test,
in a cointegration equation such as Y;; = a + B;:Xit + €it, Birefers to a slope coefficient. Hypotheses
regarding this test are as follows:

X] M X;
of

Ho:B; = B slope coefficients are homogeneous.

Hi: B # pB; slope coefficients are not homogeneous.

Table 6. Homogeneity Tests

Regression Model: YU;, = a;; + $1;LNTR;; + B,;LNCOH;; + &;;

Homogeneity test:

A 6.891 0.000™

Ay 7.390 0.000"

Note: *** refers to statistical significance at the level of 0.01.

Table 6 shows the results of the homogeneity test for the entirety of the panel. As seen in the table,
since the probability values of the tests applied were less than 0.05, the Ho hypothesis was rejected and
it was concluded that the constant and slope coefficients were heterogeneous.

3.2.4. Panel Cointegration Test

As a result of the unit root tests applied, it is seen that all variables have the 1(1) property and the slope
coefficients are heterogeneous. Thus, cointegration between series was investigated using panel
bootstrap cointegration test developed by Westerlund and Edgerton (2007). This test is based on the
Lagrange multiplier test proposed by McCoskey and Kao (1998) and is used in the presence of cross-
sectional dependence (Westerlund and Edgerton, 2007).

The following equation generates the panel cointegration equation.

Yie = &; + X B + Zig (8)
Zit = U T Vj 9)
Vie = Xioq Nij (10)

ni; is an error term with a mean of 0 and variance of /.
o = 0 There is cointegration between series.
o > 0 There is no cointegration between series.

LM statistics developed by Westerlund are displayed as follows:

1 A~
LMy = NTZ 121 XE=1 077 S (11)

In LM statistics, w;; = (u;, Axj;)" ve S;; is the partial sum of the Zit error terms in the model estimated
with FMOLS (Westerlund and Edgerton, 2007).

Table 7. LM Bootstrap Cointegration Test

In level Statistics Bootstrap p-value Asymp. p-value
LMN+ 0.785 0.876 0.216

The results of the LM bootstrap panel cointegration test developed by Westerlund and Edgerton (2007)
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are presented in Table 7. Since the probability result displayed in the table is greater than 0.05 in the
constant model, it is suggested that there is a cointegration relationship.

3.2.5. Estimating Cointegration Coefficients

In the present study, cointegration coefficients were estimated through the CCE method. This estimation
method was developed by Pesaran (2006). In addition to taking into account the cross-sectional
dependence, it is an estimator which can produce results that provide consistent and asymptotic normal
distribution whether the size of time or cross-section is large or small.

Table 8. Panel CCE Long Term Parameter Estimation Results

Dependent Variable (YU) Coefficient Standard Error Probability
LNTR -18.9803 8.6685 0.029™
LNCOH -22.5520 12.4852 0.071"

In Table 8, the cointegration coefficients estimated by CCE, where the long-term coefficients are
calculated for the panel in general, are given. Based on the results given in Table 8, it is seen that, for
the whole of the panel, a 1% increase in foreign trade volume decreases youth unemployment by 0.19
units and a 1% increase in cohort variable decreases youth unemployment by 0.23 units. The results
acquired from the study appear to be in parallel to those in literature. Matusz (1996) suggested that
foreign trade would reduce unemployment by creating employment in each country that participates in
the trade. Jenkins and Sen (2005) argue that the share of trade openness in total production will increase
with the production of labor-intensive goods, and as a result, total employment will increase and
unemployment will decrease. Felbermayr et al., (2011) found in their study of 20 OECD countries that
a 1% increase in trade openness resulted in a 0.1% decrease in the rate of unemployment. Moreover, the
result obtained for the cohort variable appears to parallel the study by Didin Sénmez and Ozerkek
(2018).

4. Discussion and Conclusion

The increase in capital movements together with the phenomenon of globalization has resulted in
significant effects in the foreign trade sector. While this situation led to increases in exports and imports
especially in developed countries, it led to increased foreign dependency in less developed countries.
While developed countries benefited from the advantages of globalization, less developed countries
were adversely affected by it. The most significant of these adverse effects is the issue of unemployment,
which is a problem not only with economic but also social dimensions. In particular, youth
unemployment referring to the 15-24 age range is at a higher rate compared to adult unemployment.
Increasing production, ensuring growth and technological development, promoting the private sector
and expanding foreign trade can be listed as ways of reducing youth unemployment, which is an
important problem for developed countries as well as developing countries.

There are many studies examining the relationship between foreign trade and unemployment. However,
there are a limited number of studies looking into the relationship between foreign trade and youth
unemployment in developed countries. The results obtained from these studies vary based on the
econometric methods and the time period considered. The present study investigated the effects of
foreign trade volume on youth unemployment in G-8 countries using annual data from the period 1996-
2018. Initially, a cross-sectional dependence test was applied, following which, a cross-sectional
dependence was determined between series. After obtaining this result, CADF unit root test, a second
generation panel unit root test, was used. As a result of the variables being stationary in the first
difference, the panel bootstrap cointegration test by Westerlund and Edgerton (2007) was applied.
Finally, upon determining cointegration, the long-term cointegration vector was estimated with the CCE
estimator. Based on the findings, it was concluded that for the whole of the panel, a 1% increase in
foreign trade volume decreased youth unemployment by 0.19 units in G-8 countries. As stated by Basile
and Benedictis (2008), along with the opportunities created through foreign trade, the impact of negative
shocks in economic activities is changing, albeit partially. Thus, it is believed that foreign trade will also
reduce unemployment, which is one of, and perhaps the most important of such economic activities.

1355



Ugurlu, S., 1345-1363

The main reason for the analysis of the effects of foreign trade volume on youth unemployment is the
expectation that trade will reduce unemployment. The results indicate a decrease in youth
unemployment following an increase in foreign trade volume. Therefore, policy makers should focus
on practices especially for youth employment while planning their foreign trade policies.
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Genisletilmis Ozet

Isgiicii piyasasi, iktisadi faaliyetlerin gergeklestirilebilmesinde ¢ok dnemli bir yere sahip olmakla
birlikte, bir iilkenin ekonomik performansim yansitan genel gostergelerden biridir. Isgiicii piyasasinim
durumu, isgiicli arz ve talebi hakkinda 6n bilgi sundugu icin politika yapicilart yonlendirmektedir.
Politika yapicilarin 6nemle {izerinde durdugu igsizlik konusu sadece ekonomik degil, ayn1 zamanda
sosyal boyutlart da olan ¢oziilmesi zor bir sorundur. 15-24 yas araligindaki issizligi ifade eden geng
igsizligin ise gelismis ve gelismekte olan iilkelerde yetiskin issizlige gore 2-3 kat daha fazla oldugu
bilinmektedir. Diinya Bankas1 verilerine gére G-8 iilkelerinin (Almanya, Amerika Birlesik Devletleri,
Fransa, Ingiltere, Italya, Japonya, Kanada, Rusya) 2018 yili itibariyle milli gelirlerinin toplami1 yaklasik
40 trilyon dolarken, tiim diinyanin milli gelir toplami ise yaklasik 83 trilyon dolardir. Diinya
ekonomisinin yaklasik %47’sini meydana getiren G-8 iilkelerinin makroekonomik performanslarinin,
diger iilkelerin ekonomik gelisimlerini 6nemli 6l¢tide etkileyebilme potansiyelleri agikca goriilmektedir.
Dolayisiyla calismada bu iilke 6rneklemi secilmistir. Calismanin yillarin1 kapsayan 1996-2018
stirecinde G-8 iilkelerinde geng issizligin ortalamas1 %16,03’tiir. Bu ortalamanin en altinda %7,67 ile
Japonya olurken, onu %9,64 ile Almanya takip etmektedir. %30,72 ile en yiiksek orana sahip italya’y1
ise %22,35 ile Fransa izlemektedir. Gelismis iilkelerde bile bu oranlarin bu kadar yiiksek olusu, sorunun
ve ¢0zlimiin ne kadar 6nemli ve gii¢ oldugunu gostermektedir.
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Sekil 1. G-8 Ulkelerinde Geng issizlik Oranlar1 (%)
Kaynak: Diinya Bankasi

Yukaridaki Sekil 1’de G-8 iilkelerinde 15-24 yas arasinda bulunan igsiz genclerin, yine 15-24 yas
arasindaki isgiicline oranini ifade eden geng igsizlik oranlar1 gosterilmistir. Genellikle sonug yili olan
2018’deki geng issizlik oranlarinin, baslangig¢ yili olan 1996°ya goére daha diisiik oldugu goriilmektedir.
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Sekilde gorildiigi tizere 2008-2011 yillart arasinda G-8 tilkelerindeki geng issizlik oranlarinda yasanan
ciddi dalgalanmanin nedeninin Mortgage Krizi’nin meydana getirdigi ekonomik durgunluk oldugu
diistiniilmektedir.

Diinya Ekonomik Forumu tarafindan yapilan bir arastirmaya gore geng issizlik 2014’teki en biiyiik
tehditlerden biri olarak nitelendirilmektedir. Uzmanlar, geng¢ issizligin yiiksek oranli olusunun
agirilik¢iliga ve toplumsal huzursuzluga yol agabilecegi ve siirdiiriilebilir ekonomik biiyiime umudunu
yok edebilecegi konusunda uyarmaktadirlar. Ayrica Uluslararasi Calisma Orgiitii (ILO) verilerine gore,
diinya kotiilesen bir geng istihdam kriziyle kars1 karsiyadir. Genglerin issiz olma durumu yetiskinlerden
iic kat daha fazla ve diinya ¢apinda yaklasik 73 milyon geng is aramaktadir. ILO, gelismis iilkelerde
tehlikeli bir yiiksek igsizlik, artan hareketsizlik ve giivencesiz ¢alisma ortaminin gengleri yaraladigini
ve kitlesel birtakim gelismelerin olabilecegini belirtmektedir (Rakauskiene ve Ranceva, 2014, s. 166;
Yeung ve Yang, 2020).

Geng issizligin bircok nedeni bulunmaktadir. Bunlar temelde isgiicii piyasasinin genel durumu, egitim
ve 6gretim sistemlerinin yapisi ve isgiici firsatlarinin dagilimindaki toplumsal tabakalagmadir (Dietrich,
2012). Konuyu mikro ve makro diizeyde ele aldigimizda geng issizlige sebep olabilecek mikro nedenler
olarak; is deneyimine sahip olmayan ve ilk defa istihdam piyasasinda yer edinmek isteyen gencler,
teoride egitimli fakat pratigi olmayan issizler ve son olarak genglerin g¢alisma egilimleri ve
niteliklerindeki uyumsuzluklar sayilabilir. Makro diizeyde ele alindiginda ise; belirli araliklarla yasanan
ekonomik krizler ve durgunluk, aktif isgiicti, licret, egitim ve 6gretim politikalarinin yeterli seviyede
olmamas1 gibi nedenler siralanabilir (Murat ve Sahin, 2011, s. 21). Bunlarin yam sira genglerin
isttihdamin etkileyen etkenler arasinda cografik konum, talep yetersizligi, yiiksek enflasyon, genglerin
toplam niifustaki payi, cinsiyet, medeni durum ve gog¢ gibi demografik faktorler de sayilabilir (Ahmad
ve Azim, 2010; Choudhry ve ark., 2012; Msigwa ve Kipesha, 2013; Fidan ve Sahin, 2013; Zulfigar ve
Akhtar, 2016). Birgok nedeni bulunan geng issizligin azaltilmasinda ise genellikle hiikiimetler tarafindan
one cikarilan politikalar arasinda iiretimin artirilmasi, biiyiimenin ve teknolojik gelismenin saglanmasi,
0zel sektoriin tegvik edilmesi ve dis ticaretin genisletilmesi yer almaktadir.

Dis ticaretin ekonomik aktiviteler {izerindeki olumlu ve olumsuz sonuglarimin tespit edildigi bircok
calisma mevcut olmakla birlikte, dis ticaret iizerindeki engellerin azaltilmasinin 6zellikle ihrag
mallarinin iiretildigi sektorlerde ekonomik kaynaklarin yeniden tahsisinin saglanarak, ilgili sektorlerde
verimlilik ve genislemeye neden olabildigi, agirlikli bir goriis olarak karsimiza ¢ikmaktadir (Agénor ve
Aizenman, 1996, s. 265).

Kiiresellesmeyle birlikte dis ticaretin artmasi iilkelerin ekonomik biiyiime seviyelerini etkilerken, dis
ticarette mal ve hizmet ticaretinin yaninda yeni teknoloji transferlerinin de yapilmasi, 6zellikle gengler
icin yeni alanlar ve is imkanlar firsat1 sunmaktadir.

Iktisat yazininda dis ticaretin issizlik/geng issizlik iizerindeki etkilerini tespit etmeyi amagclayan
caligmalar incelendiginde, bu etkinin net bir sekilde ortaya koyulamadigi goriilmektedir. Bu ¢aligmalar,
dis ticaretin igsizlik lizerinde negatif, pozitif ve notr etki yaptigi yoniinde ti¢ farkli gruba ayrilmaktadir.
Ayrica ilgili galismalarin geng issizlik 6zelinde oldukga kisitli sayida olduklari ve bu konuda salt olarak
G-8 iilkelerini inceleyen bir ¢alisma olmadigi tarafimizca belirlenmistir. Bu yoniiyle ¢alismamizin
literatiirde tespit edilen bir eksikligi gorece gidermeye calistig1 diisintilmektedir.

Bu ¢alismada G-8 iilkeleri i¢in dis ticaret hacminin geng issizlik iizerindeki etkisinin incelenmesi iizerine
1996-2018 donemini kapsayan yillik veriler kullanilmigtir. Caligmada bagimli degisken geng issizlik
(YU), bagimsiz degiskenler ise dis ticaret hacmi (LNTR) ve kohort degiskeni (LNCOH) olarak
kullanilmistir. Didin Sénmez ve Ozerkek (2018) calismasini takiben analizde kohort biiyiikliigii geng
isglicliniin (15-24 yas arasi) toplam isgiicii i¢indeki pay1 olarak tanimlanmistir. Calismada kullanilan
degiskenlerden kohort ve dis ticaret hacmi degiskenlerinin logaritmalari alinarak analize dahil
edilmistir. Degiskenlerin tamami1 Diinya Bankasi’ndan elde edilmistir.
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Tablo 4. Yatay Kesit Bagimlhihg: Testi Sonuglar:

Degiskenler CDLM: CDLM:2 cbLM L Magj

YU 27.736 (0.478) -0.035 (0.486) -2.757(0.003)™" 12.811 (0.000™)
LNTR 69.991 (0.000™) 5.611 (0.000") -2.257 (0.012)™ 1.880 (0.003™)
LNCOH 54.766 (0.002") 3.577 (0.000") -1.817 (0.035)™ 3.216 (0.001™)

Tablo 4’te yer alan yatay kesit bagimlilik testi sonuglar incelendiginde, her bir degisken icin CDLM ve
LM,gj test istatistiklerine ait olasilik degerlerinin 0,05’ten kiigiik olmasina dayanarak, yatay kesit
bagimlilik olmadigini ifade eden sifir hipotezi reddedilmektedir. Bir bagka ifadeyle, seriler arasinda
yatay kesit bagimliligi s6z konusudur.

CADF Birim Kok Testi sonuglara gére, YU, LNTR ve LNCOH degiskenleri i¢in ayr1 ayr1 hesaplanan
CADF test istatistik degerlerinin Pesaran (2007) makalesinde yer alan kritik deger tablosundaki %1°de
-4.97 degerinden ve CIPS degerlerinin de tablo degeri %1’de -3.15 olan CIPS degerinden kiiciik
oldugu goriilmektedir. Bu durumda HO hipotezi kabul edilmekte ve H1 hipotezi reddedilmektedir. Bir
diger ifadeyle paneli olusturan serilerin birim kok icerdigi tespit edilmistir. Sonug olarak geng issizligi
ifade eden YU, dis ticaret hacmini ifade eden LNTR ve LNCOH degiskenlerinin duragan olmadigima
karar verilmistir. Dolayisiyla serilerin I(1) 6zelligi gosterdigi sonucuna varilmistir.

Tablo 6. Homojenlik Testleri
Regresyon Modeli : YU;; = a;; + B1;LNTR;; + B2, LNCOH;; + &;;

Homojenlik Testi:

A 6.891 0.000™**

>

i 7.390 0.000™

Tablo 6’da panelin geneli igin homojenlik testi sonuglar1 gosterilmektedir. Tabloda goriildiigii gibi
uygulanan testlerin olasilik degerleri 0,05 ten kiigiik oldugu i¢in Ho hipotezi reddedilerek sabit ve egim
katsayilarinin heterojen oldugu sonucu ortaya ¢ikmaistir.

Tablo 7. LM Bootstrap Esbiitiinlesme Testi

istatistik
0.785

Seviyede
LMN+

Bootstrap p-degeri
0.876

Asymp.p-degeri
0.216

Westerlund ve Edgerton (2007) tarafindan gelistirilen LM bootstrap panel esbiitiinlesme testi sonuglari
Tablo 7’de sunulmaktadir. Tablodan elde edilen olasilik sonucu sabitli modelde 0.05’ten biiyiik
oldugundan dolay1 egbiitiinlesme iliskisinin oldugu kabul edilmektedir.

Tablo 8. CCE Tahmincisi Test Sonuclar1

Bagimh Degisken (YU) Katsay1 Standart Hata Olasilik Degeri
LNTR -18.9803 8.6685 0.029™
LNCOH -22.5520 12.4852 0.071"

Tablo 8’den elde edilen sonuglara gore panelin geneli igin dis ticaret hacmindeki %1°lik bir artisin geng
issizligi 0.19 birim, kohort degiskenindeki %]1°lik bir artisin ise geng issizligi 0.23 birim azalttig1
goriilmektedir. Calismadan elde edilen sonuglar literatiirdeki ¢aligmalarin sonuglariyla paralellik
gostermektedir. Matusz (1996), dis ticaretin, ticarete dahil olan her tilkede istihdam meydana getirerek
igsizligi azaltacagini belirtmistir. Jenkins ve Sen (2005), ticari dis agikligin emek yogun mallarin
iiretimiyle toplam iiretim i¢indeki paymin artacagini ve bunun sonucunda toplam istthdamin artip
issizligin azalacagini savunmaktadir. Felbermayr ve ark., (2011), ¢alismalarinda 20 OECD iilkesinde
ticari agikliktaki %1°lik bir artigin igsizlik oraninda %0.1°lik bir azalisa neden olacagini bulmuslardir.
Kohort degiskeni icin ortaya c¢ikan sonug ise Didin Sénmez ve Ozerkek (2018) calismasiyla paralellik
gostermektedir.
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Bu ¢alismada 1996-2018 donemi yillik veriler kullanilarak G-8 {ilkelerinde dis ticaret hacminin geng
igsizlik iizerindeki etkileri incelenmistir. Elde edilen bulgulara gore, panelin geneli i¢in G-8 iilkelerinde dig
ticaret hacmindeki %1°lik bir artigin geng issizligi 0.19 birim kadar azalttig1 sonucuna ulagilmistir. Basile ve
Benedictis (2008) makalesinde belirtildigi gibi dis ticaretin ortaya c¢ikardigi firsatlarla ekonomik
aktivitelerde meydana gelen olumsuz soklarin etkisi kismen de olsa degismektedir. Bu ekonomik
aktivitelerden birisi ve gorece olarak en 6nemlisi olan igsizlik sorununu azaltacag: diistiniilmektedir.
Analizde dig ticaret hacminin 6zellikle geng issizlik lizerindeki etkilerinin incelenmesinin temel nedeni
ticaretin issizligi azaltacag1 yoniindeki beklentidir. Ortaya ¢ikan sonuglar gostermektedir ki dis ticaret
hacminin artmasiyla birlikte geng issizlikte bir azalma meydana gelmektedir. Dolayisiyla politika
yapicilar dig ticaret politikalarin1 planlarken, 6zellikle genclerin istihdamina yonelik uygulamalara
agirlik vermelidirler.
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