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Employment Comparative Advantage of the Agriculture Sector in Iran 

Sadeghi, A., M.H. Karim Koshteh and Y. Rouzbeha 

Introduction 
Employment in the rural areas is the most significant issue in the Iranian economy. 
Consequently, the analysis of agricultural employment and its structure requires a study of 
different resources that are necessary for a balanced regional employment. The agricultural 
sector has two important roles in the economy of the country. Firstly, it provides the consumer 
needs of the nation and secondly, it affects the GNP and creates employment. For example 
in Iran, the added value rate of the agricultural sector had a positive trend. In the years of 
1986, 1991 and 1996, the added-value rates of the agricultural sector were 2651, 3120 and 
3824 respectively. The progress in the growth and development of the agriculture sector 
will lead to improvement of the industry, services (such as insurance and transportation) 
and energy. In the Iranian economy, creating employment is the most challenging task. The 
employment trend and structure are different between provinces and region. In one study 
carried out by Jamshidi (1999), he observed that during the period 1974-1994, the growth 
rate in 20 provinces was greater than that of the whole country. However, only four provinces 
experienced growth rate that was less than that of the country as a whole. The growth rate 
of the provinces during the period of 1984-1994 was also more than that during the period 
of 1974-1984.This means that the employment growth rate in ten provinces increased, but 
in 14 other provinces it decreased. 

The main objective of this paper is to examine the employment structure of the agriculture 
sector in Iran and its employment growth trend at the local and national level, on the basis 
of the hypothesis that there is capacity for employment generating in the agriculture sector. 

Methodology 

Share Change Method 
In this method, the activity of each region was divided into two sections i.e. basic and non
basic activities. 

The basic activity refers to activities related to export goods and services. However, the 
non-basic activity is supporting the basic activity refers to activities that support basic activity. 
In this study, a comparison between the national and regional employment was carried out 
using the share change model. In this model, the trend of the structural growth of the 
agriculture activity during a particular period will be assessed. 
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For the estimation of the national and regional employment, the equations below were used. 

Regional growth rate (gr): 

n n 

Ie:- Le;o 
g,= i-J ; I 

n xlOO 

Ie7 
i=l 

e; = regional employment in sector. 
n 

Le; = sum of employment in all sectors in the region. 
i=I 

= final year of study period. 
o = initial year of study period. 

National growth rate (gn): 

tE;-f E;o 

8n = i=J " ;-i xIOO 

LE;o 
i=I 

E; = national employment in sector i. 

n 

_LE/= sum of employment in all sectors in the nation. 
i=I 

Total changes: 

C=gr-gn. 

The location quotient is used to assess the comparative advantage of the economic activity 
for the different provinces. 

Location Quotient (LQ) 
The LQ is a technique that helps to ascertain the export capacity of the local economy and 
the degree of self-sufficiency of a particular sector. The same basic data sources provide the 
data for LQ. The basic data was sources from publication that provide data on employment 
for a recent period for both the local and economy. The LQ assumes that there is little 
variation in spending patterns geographically, that labour productivity is uniform, and that 
each industry produces homogeneous goods in the sector. The formula for these calculations 
is as follows: 



Employment Comporotive Advantage of the Agnculture Sector in Iron 

LQ location quotient 
e1 local sector total employment 

n Le; total employment in all local sectors 
i=l 

E1 reference economy sector employment 

n 

LE; = total employment in the reference economy 
iol 
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This index was first used by Florence (1943). He expressed the importance of industry in a 
province in comparison to the whole country. An LQ greater than one indicates that on 
sector exports its output from the region. Thus, a sector with an employment level of I, and 
an LQ of 2 is estimated to retain one half of its output for domestic consumption and export 
the remaining one half. It should also be noted that regional exports are assumed to be zero 
in any sector with an LQ ofless than I. The method ofLQ can explain the uselessness of the 
regional comparative efficiencies as well as helps us towards the replacement of imported 
goods with those goods which have export potentiality. 

Results and Discussion 

Shore Change Method 
The data obtained from the Central Statistics oflran in 1986 and 1996 were used to calculate 
the regional growth rate (gr), national growth rate (gn) and the total change (gr-gn) in the 
agricultural sector (Table 38.1 ). The results which were obtained in 1986 and 1996 showed 
that the (gr) of employment in the agriculture sector at 13 provinces (West-Azarbayejan, 
Bushehr, Tehran, Khorasan, Khuzestan, Sernnan, Sistan and Baluchestan, Fars, Kerman, 
Kermanshah, Mazandaran, Hormozgan, Yazd) was more than the (gn). Additionally, the 
(gr) of employment in the agriculture sector for three provinces (Bosheher, Tehran and 
Kermanshah) was more than the national growth rate of employment in all the activities. 
Therefore, the total changes were positive in 13 provinces, but were negative in 11 provinces. 
As Table 38.1 shows, the employment growth rate for the agriculture sector in ten provinces 
(Eest-Azarbayejan, Esfahan, Ilam, Chaharmahal and Bakhtiyari, Zanjan, Kordestan, Gilan, 
Lorestan, Markazi, Kohgiluyeh and Boyerahmad) was negative. 
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Table 38.1: Iran: Employment Growth Rate, 1986-1996 

State 1986-1991 1991-1996 1986-1996 

East Azarbayejan l.12 -25.6 -24.8 
West Azarbayejan 10.73 8.76 20.4 
Esfahan -1.07 -3.32 -4.35 
11am -23.83 28.4 -2.2 
Bushehr 2l.l5 30.l 57.6 
Tehran 4.85 27.9 34.13 
Chaharmahal & Bakhtiyari 10.4 -14.5 -5.65 
Khorasan 3.07 5.8 9.05 
Khuzestan -9.5 44.1 30.5 
Zanjan 1.65 -34.4 -33.2 
Semnan 8 -8.6 11.8 
Sistan and Baluchestan 22.3 -8.6 11.8 
Fars 2.21 13.4 15.94 
Kordestan -16.5 18.8 -0.77 
Kerman 3.65 5.5 9.33 
Kermanshah 10.01 20.6 33.63 
Gilan -20.04 -1.6 -21.34 
Lorestan -8.9 1.41 -7.6 
Mazandaran 6.46 -0.36 6.08 
Markazi -7.14 5.05 -2.45 
Hormozgan 25.3 9.08 36.66 
Hamedan 0.59 0.63 1.22 
Yazd 25.27 -6.9 16.63 
Kohgiluyeh & Boyerahmad 0.38 -17.9 -17.56 
Total of Agriculture 0.46 4.74 5.22 
Total of Country 19.04 l l.26 32.45 

The overall changes during the period from 1986 till 1991 indicate that the growth rate of 
regional employment in the agriculture sector at 16 provinces (Eest and West-Azarbayejan, 
Bushehr,Tehran, Chaharmahal and Bakhtiyari, Khorasan, Zanjan, Semnan, Sistan & 
Baluchestan, Fars, Kerman, Kermanshah, Mazandaran, Hormozgan, Yazd) was more than 
the agricultural-national employment growth rate. In the seven provinces (Esfahan, Ham, 
Khuzestan, Gilan, Kordestan, Lorestan, Markazi) the employment growth rate in the 
agriculture sector was negative; however, it was less than the agricultural-national 
employment growth rate in the Kohgiluyeh and Boyerahmad provinces. During the period 
of 1991 till I 996, the employment growth rate in the agriculture sector in the provinces of 
West-Azarbayejan, Bushehr, Tehran Khorasan, Ham, Khuzestan, Fars, Kordestan, Kerman, 
Kermanshah, Markazi, Hormozgan, was more than the agricultural-national growth rate. 
As can be seen in Table 38.1, during the period of 1986 till 1991 the agricultural-national 
growth rate and employment growth rate in all of the national sectors tended to increase. 
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Location Quotient Method 
The results obtained for 1986, 1991 and 1996 using this method show that the employment 
in the agriculture sector in the provinces of West and East Azarbayejan, 11am, Khorasan, 
Zanjan, Sistan and Baluchestan, Kordestan, Kerman, Markazi, Ramadan, Gilan, Lorestan, 
Kohgiluyeh and Boyerahmad and Mazandaran had a comparative advantage. However, during 
the same period, six provinces (Esfahan, Bushehr, Tehran, Khuzestan, Semnan, and Yazd) 
had no comparative advantage. In 1986, Kermanshah and Hormozghan provinces had no 
comparative advantage, but in 1991 and 1996 they had the comparative advantage (Table 
38.2). 

Table 38.2: Iran: Location Quotient (in terms of employment) in the Agriculture Sector 

State 1986 1991 1996 

East Azarbayejan 1.6 1.18 I.I I 
West Azarbayejan 1.36 1.46 1.46 
Ardabil 1.56 
Esfahan 0.69 0.70 0.63 
Ilam 1.43 I.II 1.29 
Bushehr 0.61 0.71 0.84 
Tehran 0.16 0.16 0.195 

Chaharmahal & Bakhtiyari 1.24 1.21 0.95 

Khorasan 1.16 1.22 1.28 

Khuzestan 0.83 0.73 0.88 

Zanjan 1.43 1.44 1.69 

Semnan 0.88 0.98 0.99 

Sistan & Baluchestan 1.5 1.66 1.44 

Fars 0.95 0.99 1.03 

Qom 0.36 

Kordestan 1.59 1.42 1.39 

Kerman 1.21 1.28 1.29 

Kermanshah 0.95 1.05 1.15 

Gilan 1.76 1.69 1.71 

Lorestan 1.38 1.32 1.30 

Mazandaran 1.48 1.58 1.585 

Markazi 1.22 1.12 1.15 

Hormozgan 0.92 1.01 1.05 

Hamedan 1.32 1.35 1.39 

Yazd 0.61 0.68 0.62 

Kohgiluyeh & Boyerahmad 1.56 1.57 1.25 

For 1996, the results ofLQ in terms of employment for the agriculture, industry and services 
sectors are detailed in Table 38.3. In can be seen that the LQ for East and West Azarbayejan, 
Ardebil 11am Bushehr Khorasan Zanjan, Sistan and Baluchestan, Fars, Qom, Kordestan, 
Kerma~, Ke~anshah: Gilan, L~restan, Markazi, Mazandaran, Hormozgan, Ramadan, 
Kohgiluyeh and Boyerahmad in the agriculture sector was more than one. This indicates 
that the above mentioned provinces have a comparative advantage. 
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Table 38.3: Iran: Location Quotient for the Three Main Economic Sectors 

State Agriculture Industry Services 

East Azarbayejan 1.11 1.45 0.82 
West Azarbayejan 1.46 0.67 0.92 
Ardabil 1.56 0.62 0.88 
Esfahan 0.63 1.66 0.94 
11am 1.29 0.29 1.11 
Bushehr 0.84 0.44 1.24 
Tehran 0.195 1.29 1.23 
Chaharmahal & Bakhtiyari 0.95 1.16 0.97 
Khorasan 1.28 0.99 0.89 
Khuzestan 0.88 0.97 1.05 
Zanjan 1.69 0.97 0.74 
Sernnan 0.92 0.95 1.05 
Sistan & Baluchestan 1.44 0.34 1.03 
Fars 0.36 1.48 1.07 
Qom 0.36 1.48 1.1 
Kordestan 1.39 0.61 0.97 
Kerman 1.29 0.68 0.99 
Kermanshah 1.15 0.44 1.12 
Gilan 1.71 0.79 0.785 
Lorestan 1.3 0.5 1.04 
Mazandaran 1.58 0.69 0.87 
Markazi 1.15 1.39 0.82 
Hormozgan 1.05 0.35 1.18 
Hamedan 1.39 0.74 0.93 
Yazd 0.62 1.755 0.91 
Kohgiluyeh & Boyerahmad 1.25 0.49 1.06 

In terms of employment in the sectors of the economy, seven provinces (Eest Azarbayejan, 
Esfahan, Tehran, Chaharmahal and Bakhtiyari, Qom, Markazi, Yazd) have a comparative 
advantage, but in the services sector, 12 provinces (Bushehr, 11am, Tehran, Khuzestan, 
Semnan, Sistan and Baluchestan, Fars, Kermanshah, Lorestan, Hormozgan, Kohgiloyeh 
and Boyerahmad) have a comparative advantage. 

Suggestions 
Based on the above findings, the following suggestions are recommended: 
(i) The job-creation policy should be applied according to the potential and comparative 

advantage of the provinces. Investment should be emphasised in the sector that has a 
comparative advantage in the basic industry in terms of employment. 

(ii) Potential of non-form employment and income generating opportunities are available 
and crucial for the rural area; therefore the government can increase employment 
opportunities by investing in infrastructural and processing industries of the agricultural 
sector. 
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(iii) The agriculture sector in the provinces that have a comparative advantage should be 
considered as the main centre of development processes. 
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