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Tiirkiye’de Phillips Egrisi'nin Gegerliliginin Fourier
Esbiitiinlesme ve Fourier Nedensellik Testleri ile Analizi

Oz

Bir iilke ekonomisinin en 6nemli basar1 Olgiitleri arasinda enflasyon ve
igsizlik gostergeleri yer almaktadir. Nitekim enflasyon ve igsizlik oranlarinin
artmas1 tiilkelerin refah diizeylerini azalttig1 igin politika yapicilar hem
enflasyonun hem de issizligin diisiik diizeylerde kalmasini amaglamakta ve
bu dogrultuda para ve maliye politikalarin1 yapmaktadirlar. Makroekonomi
literatiirtinde enflasyon ile issizlik arasindaki iliskiyi ortaya koyan Phillips
Egrisi'ne gore, enflasyon artti§1 zaman issizlik azalirken enflasyon azalirken
ise igsizlik artmakta yani enflasyon ile issizlik arasinda ters yonlii bir iliski
bulunmaktadir. Bu baglamda ekonomide Phillips egrisinin gegerli olmasi

durumunda uygulanacak politikalar ile hem enflasyona hem de issizlige
ayni anda ¢6ziim bulmak miimkiin olmamaktadir.

Bu calismanin amaci, Tiirkiye’de 2006:01 — 2020: 11 donemi i¢in en 6nemli
ekonomik sorunlar arasinda yer alan enflasyon ile issizlik arasindaki iliskiyi
aragtirarak Phillips egrisinin gegerli olup olmadigini ortaya koymaktir. Bu
ama¢ dogrultusunda ilk olarak Fourier ADF ve Fourier KPSS analizleri
yapilarak ele alinan degiskenlerin diizeyde duragan olmadiklar1 ve birinci
farklarinda duragan olduklar1 sonucuna ulasilmistir. Daha sonra yapilan
Fourier esbiitiinlesme analizi ile degiskenler arasinda uzun dénemli iliskinin
olmadig1 belirlenmistir. Son olarak Single Fourier-Frequency Toda &
Yamamoto nedensellik analizi yapilarak degiskenler arasindaki kisa donemli
iliskinin olup olmadig1 ortaya konulmaya g¢alisilmistir. Yapilan nedensellik
analizi sonuglara gore, hem enflasyondan issizlige hem de igsizlikten
enflasyona dogru nedensellik iligkisi olmadig goriilmiis olup enflasyondaki
degisimlerin igsizlik {izerinde ve issizlikteki degisimlerin ise enflasyon
tizerinde kisa donemde etkili olmadig1 ortaya konulmustur. Bu baglamda
enflasyon ile issizlik arasinda ters yonlii iliski oldugunu ileri siiren Phillips
egrisinin Tiirkiye igin ele alinan dénem ve yapilan analizler gercevesinde
gecerli olmadig1 sonucuna ulasilmistir.

Anahtar Kelimeler: Enflasyon, Issizlik, Phillips Egrisi, Fourier
Duraganlik, Fourier Esbiitiinlesme, Fourier Nedensellik.

The Analysis of the Validity of the Phillips Curve in Turkey
via the Fourier Cointegration and Causality Tests

Abstract

Inflation and unemployment indicators are among the most significant
success criteria of a country’s economy. Thus, since the increase in inflation
and unemployment rates decreases the welfare levels of countries,

[3174]



The Analysis of the Validity of the Phillips Curve in Turkey via the Fourier Cointegration and
Causality Tests

policymakers aim to keep both inflation and unemployment at low levels
and establish their monetary and fiscal policies accordingly. According to
the Phillips curve, which reveals the correlation between inflation and
unemployment in the macroeconomic literature, an increase in inflation
leads to a decrease in unemployment, and while inflation decreases,
unemployment increases, which indicates an inverse correlation between
inflation and unemployment. In this respect, it is not possible to find a
solution for both inflation and unemployment simultaneously with the
policies to be implemented if the Phillips curve is valid in the economy.

This study aims to reveal whether the Phillips curve is valid or not by
investigating the correlation between inflation and unemployment, which
were among the most important economic problems within the 2006:01 —
2020:11 period in Turkey. In line with this purpose, the Fourier ADF and
Fourier KPSS analyses were carried out first, and it was concluded that the
relevant variables were not stationary at the level, and they were stationary
in their first differences. With the Fourier cointegration analysis conducted
later, no long-run correlations between the variables were determined.
Finally, the Single Fourier-Frequency Toda & Yamamoto causality analysis
was carried out, and it was attempted to reveal whether there was a short-
run correlation between the variables. According to the results of the
causality analysis, no causality correlations were observed both from inf to
unemp and from unemp to inf, and it was revealed that changes in inflation
did not influence unemployment, and changes in unemployment did not
influence inflation in the short run. In this context, it was concluded that the
Phillips curve, suggesting an inverse correlation between inflation and
unemployment, was not valid for Turkey within the framework of the
period considered and the analyses performed.

Keywords: Inflation, Unemployment, The Phillips Curve, Fourier
Stationarity, Fourier Cointegration, Fourier Causality.

Introduction

Unemployment leads to the loss of production, welfare and income, and as a
result, economic effects such as economic contraction while also resulting in
social effects including psychological problems, the loss of the social
environment, intrafamily disturbance, violence, an increase in crime rates,
and suicide (Altay et al., 2011:19). Inflation, on the other hand, causes
inequity in income distribution by making the rich richer and the poor
poorer. Meanwhile, inflation also has negative effects on investments,
savings, public expenditures, public revenues, consumption expenditures,
and foreign trade. In this context, every country aims to achieve domestic
stability, which is among the most important problems of the countries’
economies, by keeping their inflation and unemployment rates at low levels.
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Hence, numerous studies have been carried out to reveal whether there is a
correlation between inflation and unemployment in terms of the countries’
stability. The most significant of these studies is the Phillips curve, which
indicates an inverse correlation between inflation and unemployment. If the
Phillips curve is valid in an economy, it will not be possible to decrease
inflation and unemployment at the same time with policies. Thus, it is
necessary to determine well whether the Phillips curve, which reveals the
correlation between inflation and unemployment, is valid in the economy to
decide on the right economic policies. The Fourier approach is a method that
has recently started to be employed in studies. In this context, it was
attempted to contribute to the literature by using the Fourier approach in
this study.

In this study, the development process of the Phillips curve analysis, which
demonstrates the correlation between inflation and unemployment, was first
addressed. Then, the studies conducted on the validity of the Phillips curve
in Turkey were briefly summarized. Finally, an econometric analysis was
performed to show whether the Phillips curve was valid in Turkey for the
period of 2006:01 —2020:11.

The Development Process of the Phillips Curve Analysis

The Relation Between Unemployment and the Rate of Change of Money
Wage Rates in the United Kingdom (1861-1957) entitled was conducted by
Alban Williams Housego Phillips in 1958. In this study, which attracted the
attention of many economists, the presence of an inverse and non-linear
balanced correlation between unemployment and money wage rates was
suggested, and it was asserted that the money wage increase rate increased
as the unemployment rate decreased, and the money wage increase rate
decreased as the unemployment rate increased. Moreover, Phillips claimed
that employers would have to increase wages to be able to keep the current
workers and employ new workers as a result of the increase in demand
(Phillips, 1958). Afterward, in 1960, Phillips” analysis was turned into a curve
revealing the correlation between inflation and unemployment by Robert
Solow and Paul Samuelson and built on a theoretical ground (Akis, 2020:
406). With the Phillips curve, it is expressed that the policies to be
implemented to achieve price stability by decreasing inflation will increase
unemployment, while the policies to be implemented to decrease
unemployment will increase inflation. In this context, there is a trade-off
between inflation and unemployment according to the Phillips curve.

Whether the Phillips curve was valid or not was also investigated by the
Monetarist, New Classical and New Keynesian schools that appeared later,
and various contributions were made in different dimensions. Accordingly,
the Monetarist economists M. Friedman and E. S. Phelps included the
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expectations in the Phillips curve and developed the Phillips curve with the
addition of adaptive expectations, and defined the inflation expectation as
the weighted average of the past period’s dynamic inflation rates. According
to the Monetarist economists, economic decision-making units form their
future inflation expectations considering the past inflation rates. Indeed, the
shape of the Phillips curve differs in the short and long run depending on
the difference in the real and expected inflation rates. The Monetarists, who
brought the ‘short and long run’ distinction to the Phillips curve, claim that
there is a negative correlation between inflation and unemployment in the
short run, and therefore the Phillips curve is valid while suggesting no
permanent correlations between inflation and unemployment in the long
run. In this context, the Monetarists argue that there is a Phillips curve
parallel to the perpendicular axis in the long run, in other words, there is a
natural unemployment rate independent of the inflation rate; therefore, the
Phillips curve is invalid. According to the Monetarists, the policies to be
implemented to decrease unemployment will work in the short run, but not
in the long run, and these policies will accelerate inflation. In this case,
according to the Monetarists, politicians will not prefer between inflation
and unemployment but between the natural unemployment rate and higher
and lower inflation rates (Erdil Sahin, 2019: 65).

The assumption of adaptive expectations used to claim that individuals
could be deceived continuously and systematically in their expectations.
However, the New Classical economist Robert E. Lucas asserts that
economic decision-making units learn from their previous mistakes and will
not make systematic mistakes continuously by accepting the assumption of
rational expectations developed by the New Classical economist J. Muth. In
this context, Lucas included the assumption of rational expectations in the
Phillips curve approach suggested by the Monetarists (Akkus, 2012: 124-
125).

A different perspective was brought to the Phillips curve with the inclusion
of the NAIRU and hysteria hypothesis concepts in the Phillips curve by the
New Keynesian economists. According to these economists, if the NAIRU,
which refers to the non-accelerating inflation rate of unemployment, is lower
than the current unemployment rate, inflation tends to decrease. If the
NAIRU is higher than the current unemployment rate, then the inflation rate
tends to increase (Tobin, 1980:24-25; Giil et al., 2014).

Literature Review

One of the most important discussions in the macroeconomic literature is
whether the Phillips curve, which reveals the correlation between inflation
and unemployment, is valid or not because the validity of the Phillips curve
has been discussed for years and is still discussed. Whether the Phillips
curve analysis is valid or not will guide policymakers in decision-making.
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Indeed, many applied studies have been conducted on this subject in the
literature at both national and international levels. In this section of the
study, the studies on Turkey are summarized first, and then international
studies on other countries are reviewed.

Since the methods used in the studies on Turkey and the study periods
addressed were different from each other, it was concluded that the Phillips
curve was valid in some of these studies and invalid in others. Hence, it can
be asserted that there is no empirical consensus on whether the Phillips
curve is valid or not in Turkey. Accordingly, the Phillips curve was found
valid for Turkey by Arabaci and Eryigit (2012) using the threshold regression
model for the 1991-2010 period, by Ali and Altintas (2015) using the linear
regression analysis for the 2000-2014 period, by Goger (2016) using
econometric methods with structural breaks for the 2005-2015 period, by
Oztiirk and Emek (2016) using cointegration analysis for the 1997-2006
period, by Alper (2017) using the ARDL limit test for the 1987-2016 period,
by Maden et al. (2018) using the Engle-Granger cointegration method and
error correction model for the 1980-2016 period, by Dereli (2019) using the
ARDL limit test for the 1988-2017 period, by Erdil $Sahin (2019) using the
Johansen cointegration test and vector error correction model for the 2005-
2018 period, by Akis (2020) using the Johansen cointegration analysis and
vector error correction model for the 2005-2020 period, and by Ozer (2020)
using the Fourier approach for the 2006-2017 period. On the other hand, the
Phillips curve was found invalid for Turkey by Kustepeli (2005) using
regression analysis for the 1980-2003 period, by Onder (2006) using the
multiple structural break model and Markov-switching model for the 1987-
2004 period, by Catik et al. (2008) using the ARDL model for the 1996-2007
period, by Mangir and Erdogan (2012) using regression analysis and
Granger causality analysis for the 1990-2011 period, by Tabar and Cetin
(2016) using cointegration analyses for the 2003-2016 period, by Ozgelik and
Uslu (2017) using the Johansen cointegration analysis, VAR analysis, and
Granger causality analysis for the 2007-2014 period, by Petek and Aysu
(2017) using cointegration analysis, VAR analysis, and Granger causality
analysis for the 1980-2015 period, by Karacan (2018) using Granger causality
analysis, cointegration test, and error correction model for the 2005-2018
period, and by Yilmaz et al. (2019) using the Markov-switching model,
Johansen cointegration analysis, Engle-Granger causality analysis, and error
correction model for the 2010-2017 period.

Upon reviewing the international literature on the validity of the Phillips
curve, it is observed that numerous studies have been conducted in different
countries and different periods. The Phillips curve was found valid by Tajra
(1999) using OLS analysis for Brazil for the 1994 — 1999 period, by Kichian
(2001) using the time-varying method for Canada for the 1972-1999 period,
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by Turner and Benavides (2001) using the OLS method for Mexico for the
1980-1999 period, by Bhattarai (2004) using panel data analysis for OECD
countries for the 1998-2002 period, by De Veirman (2007) using the Kalman
filtering method for Japan for the 1998-2002 period, by Furuoka (2007) using
the error correction model for Malaysia for the 1973-2004 period, by Gaiotti
(2010) using panel data analysis for Italy for the 1988-2005 period, by Eita
and Ashipala (2010) using the Engle-Granger cointegration analysis for
Namibia for the 1971-2007 period, by Singh et al. (2010) using the Kalman
filtering method for India for the 1997-2009 period, by Dritsaki and Dritsaki
(2012) using the cointegration test, vector error correction model, and
impulse response functions for Greece for the 1980-2010 period, by Haider
and Dutta (2012) using the OLS method for Bangladesh for the 1987-2009
period, by Daly and Hobjin (2014) using the simulation method for the USA
for the 1986-2012 period, by Samanhyia (2014) using the OLS method for
Ghana for the 1970-2012 period, by Adebowale (2015) using the vector error
correction model and Granger causality analysis for Nigeria for the 1977-
2013 period, by Kasseh (2018) using the OLS method for Gambia for the
1991-2015 period, by Mangnejo et al. (2020) using Granger causality analysis
for Pakistan for the 1991-2015 period, and by Skold and Tesfay (2020) using
regression analysis for Sweden for the 1996-2019 period. On the other hand,
the Phillips curve was found invalid by Nwala (2003) using the OLS method
for the USA for the 1993-2000 period, by Ogbokor (2005) using the OLS
method for Namibia for the 1991-2005 period, by Russell and Banerje (2008)
using the GMM method for the USA for the 1952-2004 period, by Ormerod et
al. (2009) using the fuzzy clustering technique for the USA, the UK, and
Germany for the 1871-2009 period, by Herman (2010) using the correlation
approach for Romania for the 1990-2009 period, by Elliot (2015) using the
OLS method for Ghana for the 1970-2013 period, and by Orji et al. (2015)
using the OLS method, augmented Engle-Granger cointegration test, and
error correction model for Nigeria for the 1970-2011 period.

Econometric Analysis

This section of the study includes the data and variables, implementation
method, unit root tests of the series, Fourier cointegration analysis, and
Single Fourier-Frequency Toda & Yamamoto causality analysis.

Data and Variables

In this study, an econometric analysis was conducted with the monthly time
series data for the period of 2006-2020 to investigate the correlation between
inflation and unemployment in Turkey. The transition of the Central Bank to
open economy inflation targeting in Turkey in 2006 influenced the
determination of the analysis period in this study. The variables addressed
in the study are summarized in Table 1.
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Table 1: Data Set

Variables Description of the Variable Source

Inflation rate (% change according to the same

inf TURKSTAT

month of the previous year)

unemp Seasonal and calendar-adjusted | TURKSTAT

unemployment rate (%)

The letter “d” used at the beginning of the variable symbols in the
econometric analysis section of the study means that the difference has been
taken for the relevant variable.

Method

In this study, the Fourier estimation method, which has started to be used in
the economy literature recently, was used in the analyses. Whether the
variables in the study contained unit roots was investigated by the Fourier
ADF (Fourier Augmented Dickey-Fuller) and Fourier KPSS (Fourier
Kwiatkowski-Phillips-Schmidt-Shin) unit root tests. The long-run correlation
between the variables addressed later was revealed with the Fourier
cointegration analysis. Finally, the Single Fourier-Frequency Toda &
Yamamoto causality analysis was carried out to determine the short-run
correlation between the variables. To conduct the aforementioned analyses,
the GAUSS 19.1 econometric analysis software was used.

The Fourier ADF and Fourier KPSS Unit Root Tests

The addressed data need to be stationary to accurately demonstrate whether
a cointegration correlation exists between the variables, to obtain significant
correlations between the variables, and to eliminate the spurious regression
correlation. In line with this, the stationarity levels of the data were first
investigated with the Fourier ADF and Fourier KPSS stationarity tests in the
study, which addressed a constant model.

[3180]



The Analysis of the Validity of the Phillips Curve in Turkey via the Fourier Cointegration and
Causality Tests

Table 2: Fourier ADF Unit Root Test Statistics

Variables
inf d(inf) unemp d(unemp)

Fourier ADF Test Statistics -2.415 -5.530%** -2.386 -5.355 ***
Unit Root Status Available | Not Available Not

available available
Critical Values Belonging to the “inf 1% 5% 10%
and unemp” Variables

-4.370 -3.780 -3.470

Critical Values Belonging to the “dinf -3.740 -3.060 -2.720
and dunemp” Variables

In the addressed constant model, the lag values for the variables were
determined considering the Akaike Information Criterion (AIC), and the
maximum lag length was selected as 12. Varm=2 was taken as the long-run
consistent variance estimator. *** express significance at the levels of 1%,
respectively.

In Table 2, the results of the Fourier ADF unit root test are presented.
According to this test, the inf and unemp variables contain unit roots for the
level values, whereas they are stationary in their first differences.

Table 3: Statistics for the Fourier KPSS Stationarity Test

Variable KPSS Test Critical Values Stationarity State
Statistics 10% 5% 1%
Non- stati
inf 0.230% 0.132 0172 0.270 on- stationary
Stati
d(inf) 0.053%+* 0.339 0448 | 0718 ationary
Non- stationary
unemp 1.072 0.339 0.448 0.718
Stati
d(unemp) | 0.079%* 0.339 0448 | 0718 ationary

In the addressed constant model, the lag values for the variables were
determined considering the Akaike Information Criterion (AIC), and the
maximum lag length was selected as 12. Varm=2 was taken as the long-run
consistent variance estimator. ** and *** express significance at the levels of
5% and 1%, respectively.
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In Table 3, the results of the Fourier KPSS stationarity test are presented for
the variables addressed. The results of the test show that the inf and unemp
variables are stationary in their first differences, in other words, at I(1).

Accordingly, both the Fourier ADF and the Fourier KPSS stationarity tests
indicate that inflation and unemployment data are stationary at I(1). Since
the addressed data were stationary in the first degree, whether a long-run
correlation existed between these variables was investigated via the Fourier
cointegration analysis.

In Figure 1 below, the Fourier graphs are given for the inf and unemp
variables. In these graphs, the Fourier estimations are accurate since long-
run fluctuations were obtained regarding the data. Furthermore, the results
achieved for frequency 1 were better; therefore, frequency 1 was considered
in the Fourier graphs.

28 8

24

20

T T T AR RAR AR AN B A R R A R A R R R A R K RN RN
06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 06 07 08 09 120 11 12 13 14 15 16 17 18 19 20
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Figure 1. Variables and Fourier Functions
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The Fourier Cointegration Analysis

Since both inf and unemp variables are I(1), it should be investigated
whether there is a cointegration correlation between these variables. To this
end, the Fourier cointegration analysis, which was developed by Tsong et al.
(2016) and provided the cointegration correlation for the level shift model,
was applied. In the analyses, inf was taken as the dependent variable first,
and the presence of a cointegration correlation between the inf and unemp
variables was investigated.

Table 4: Results Obtained for the Fourier Cointegration Test When inf was
Taken as the Dependent Variable

Frequency Statistics F-Statistics Cointegration Status
Obtained for the
Fourier
Cointegration
Test

N int tion.
Clols 1 0.136** 30.093 0 cointegration

No cointegration.
CIdols | 1 0.142** 20.260 o cointegration

Critical Values

1% 5% 10%

0.198 0.124 0.095

Lag values for the variables were selected according to the Akaike
Information Criterion (AIC), and the maximum lag length was determined
as 12. Varm=2 was taken as the long-run consistent variance estimator. **
indicates a significance level of 5%.

Table 4 presents the results of the cointegration test. Hypothesis Ho was
rejected for both Clols and Cldols test results. Therefore, no cointegration
correlation exists between the inf and unemp variables according to the
results obtained. This result shows that no long-run correlation existed
between inflation and unemployment, and a sudden change in
unemployment did not affect inflation in the long run in Turkey for the
period of 2006:01 - 2020:11.

Later, unemp was taken as the dependent variable, and the presence of a
cointegration correlation between unemp and inf was investigated.
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Table 5: Results Obtained for the Fourier Cointegration Test When unemp
was Taken as the Dependent Variable

Frequency Statistics F-Statistics Cointegration Status
Obtained for the
Fourier
Cointegration
Test

No cointegration.
Clols 1 0.584*** 13.814

No cointegration.
CIdols | 1 0.339*** 8.067

Critical Values

1% 5% 10%

0.198 0.124 0.095

Lag values for the variables were selected according to the Akaike
Information Criterion (AIC), and the maximum lag length was determined
as 12. Varm=2 was taken as the long-run consistent variance estimator. ***
indicates a significance level of 1%.

Table 5 presents the results of the cointegration test. Hypothesis Ho was
rejected for both Clols and Cldols test results. Therefore, no cointegration
correlation exists between the unemp and inf variables according to the
results obtained. This result demonstrates that no long-run correlation
existed between unemployment and inflation, and a sudden change in
inflation did not affect unemployment in the long run in Turkey for the
period of 2006:01 - 2020:11.

Single Fourier-Frequency Toda & Yamamoto Causality Test Results

To investigate whether there was a causality correlation between the inf and
unemp variables in the study, the Single Fourier-Frequency Toda &
Yamamoto causality analysis was carried out, and the test results are
presented in Table 6.
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Table 6: Results for the Single Fourier-Frequency Toda & Yamamoto

Causality Test
Wald’s Statistical Value Asym. P - Value Lag Frekans
inf — unemp 7.212 0.125 4.000 1.000
unemp — inf 7.194 0.126 4.000 1.000

Interpretations were made by considering the asymptotic p-values since the
number of observations was higher than 50.

The results in Table 6 show that there is no causality correlation both from
inf to unemp and from unemp to inf. In this respect, changes in inflation do
not have any effect on unemployment, and changes in unemployment do not
have any effect on inflation in the short run.

Conclusion and Discussion

Inflation and unemployment issues, which lead to many negative effects in
both economic and social terms, are of particular concern to all the
developed and developing countries because positive or negative changes in
these indicators influence a country’s economy. Thus, low inflation and
unemployment rates are among the most important criteria of a country’s
economic success. However, it may not always be possible to decrease
inflation and unemployment rates at the same time. In this context, high
inflation and unemployment rates are significant economic problems that
many countries need to solve. To solve these problems, policymakers
implement different policies. However, the contractionary policies
implemented to decrease the inflation rate may cause an increase in the
unemployment rate or expansionary policies implemented to decrease
unemployment may increase inflation if the Phillips curve, which suggests
an inverse correlation between inflation and unemployment, is valid in an
economy. Accordingly, both inflation and unemployment rates cannot be
decreased together with the policies implemented in an economy where the
Phillips curve is valid. However, if the Phillips curve is not valid, the policies
to be implemented to decrease the inflation rate will not increase the
unemployment rate, and the policies to be implemented to decrease the
unemployment rate will not increase inflation. Therefore, in an economy in
which the Phillips curve is not valid, policies that will both ensure price
stability and decrease the unemployment rate can be implemented
simultaneously. It is necessary to accurately determine the causes of the
emerging inflation and unemployment so that the success rate of these
policies can increase.

To investigate the long-run correlation between inflation and unemployment
using the monthly time series data in Turkey for the period of 2006:01 -
2020:11, the Fourier cointegration analysis was conducted in consideration of

[3185]



Saduman YILDIZ

the structural breaks. Within this scope, first, the Fourier ADF and the
Fourier KPSS analyses were carried out, and it was concluded that the
variables were not stationary at the level, and they were stationary in their
first differences. With the Fourier cointegration analysis conducted later, it
was revealed that no long-run correlations existed between the variables.
Finally, the Single Fourier-Frequency Toda & Yamamoto causality analysis
was conducted, and it was attempted to reveal whether a short-run
correlation existed between the variables. According to the results of the
causality analysis, no causality correlations were observed both from inf to
unemp and from unemp to inf. In this respect, changes in inflation do not
have any effect on unemployment, and changes in unemployment do not
have any effect on inflation in the short run.

Some of the studies conducted to reveal whether the Phillips curve was valid
in Turkey reached the conclusion that the Phillips curve was valid, whereas
others concluded that the Phillips curve was invalid. The reason for
obtaining different results in these studies is that the methods employed in
the analyses and the study periods addressed differed from each other. As a
result, this study has also concluded that the Phillips curve is invalid for
Turkey in line with the period addressed and analyses conducted. This
conclusion is similar to the conclusions reached in the studies carried out by
Kustepeli (2005), Onder (2006), Catik et al. (2008), Mangir and Erdogan
(2012), Tabar and Cetin (2016), Ozgelik and Uslu (2017), Petek and Aysu
(2017), Karacan (2018), and Yilmaz et al. (2019).

In this study, the absence of a correlation between inflation and
unemployment means that no increase occurs in unemployment when a
policy is conducted to achieve price stability or the policies to be made to
decrease the unemployment rate will not cause an increase in inflation.
Policymakers are recommended to make the policies by considering the
absence of a correlation between inflation and unemployment. Thus, policies
to be implemented for preventing inflation and unemployment will
contribute to ensuring economic stability. In this regard, structural reforms
should be given importance to decrease inflation and unemployment rates.
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