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ABSTRACT

This study aimed to investigate the impact of improving business environment on employment
with considering the importance of employment and its impact on improving the business
environment. For this purpose, in estimating the model in the form of a basic model at three levels
(agriculture, industry and services) and two scenarios at each level, the method of panel data and
seasonal data (2017:3 -2019:2) of 31 provinces has been used. The results of the estimations in
each sector show that in the provinces where the employment rate of agriculture or industry or
services is higher than other provinces, the effect of EBD on employment rate is positive. Of
course, the sensitivity of the employment of the agricultural sector to the EDB that has a low
elasticity and is equal to 0.34. Another finding is that, unlike in developed and developing
provinces, where the EDB has no effect on the employment rate of the agricultural sector; In less
development provinces, this effect is positive and equal to 0.1. Also, the positive effect of EDB on
industrial employment rate has been observed only for developed provinces with a coefficient of
0.87. However, in this group of provinces, improving the business environment has an inverse
effect equal to -0.03 on the employment rate of services and does not have a significant effect in
developing and less development provinces.

Keywords: Ease of Doing Business, Employment, Economic Sectors, Iranian Provinces.

Extended Abstract
Objectives

Unemployment is one of the crtical problems in any economy. Improving the business
environment is one of the most important factors that can increase employment and consequently
reduce unemployment. So that by improving the business environment one can expect an increase
in economic growth and investment. regarding with Okan's law, there can be an inverse
relationship between unemployment and economic growth, and can be explained the direct effect
of improving the business environment on employment by the channel of economic growth. We
tried to test the hypothesis of direct relation between ease of doing business index (EDB) and
employment rate in Iranian economy. For this purpose, are used seasonal data from 31 provinces in
the form of panel data method. Therefore, the main purpose of the study is to investigate the effect
of EDB index on employment rate in major sectors of agriculture, industry and services. Also, an
analysis has been carried out according to the characteristics of different groups of provinces. This
study attempt to answer the question whether the differences between different groups of provinces
are significantly related to the type and size of the impact of EDB on employment rate in
agriculture, services and industry sectors? In other words, do differences, such as the degree of
development and placement of employment at a level above the average of the provinces, make a
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difference between the provinces in the type of relationship between the EDB and the employment
rate?

Methods

In this study, the research model follows a basic model and related scenarios in each of the
agricultural, industry and service sectors.

The basic model is presented to investigate the effect of improving business environment on
employment rate in three sectors of agriculture, industry and services.

Scenarios in agriculture sector:

Scenario 1: This scenario seeks to answer the question whether there is a difference between the
provinces with higher employment rates in the agricultural sector than other provinces in terms of
the type and size of EDB impact on agricultural employment?

Scenario 2: This scenario seeks to answer the question whether there is a difference between
less developed provinces and other provinces in terms of the type and size of EDB impact on
agricultural employment?

Scenarios in industrial sector:

Scenario 1: This scenario seeks to answer the question whether there is a difference between the
provinces with higher employment rates in the industry sector than other provinces in terms of the
type and size of EDB impact on industrial employment?

Scenario 2: This scenario seeks to answer the question whether there is a difference between
developed and developing provinces compared to less developed provinces in terms of the type and
size of EDB impact on industrial employment?

Scenarios in services sector:

Scenario 1: This scenario seeks to answer the question whether there is a difference between the
provinces with higher employment rates in the agricultural sector than other provinces in terms of
the type and size of EDB impact on employment in the service sector?

Scenario 2: This scenario seeks to answer the question whether there is a difference between
developed provinces and other provinces in terms of the type and size of EDB impact on
employment in the service sector?

It is necessary to explain that all models are estimated using panel data method which is based
on data of 31 provinces of Iran in the period 2017: 3 to 2018: 2.

Results

Estimated model of agriculture sector shows that in those provinces where the agricultural
employment rate is above average, for the 10% improvement in the EDB index, agricultural
employment rate in these provinces is increases by 3.4%. Also in less development provinces with
a 10% improvement in EDB index, agricultural employment rates increase by 1%.

Estimated model of industry sector shows that in those provinces where the industrial
employment rate is above average, for the 10% improvement in the EDB index, employment rate
in these provinces is increases by 1.9%. Also in developed provinces with a 10% improvement in
EDB index, industrial employment rates increase by 8.7%.

Estimated model of services sector shows that in those provinces where the agricultural
employment rate is above average, for the 10% improvement in the EDB index, employment rate
in these provinces is increases by 1%. Also in developed provinces, improvement of EDB has an
inverse effect on employment rate but was found no significant effect in developing and less
development provinces.

Discussion

Data description indicate that the average employment rate of industry and services and the
average of EDB index in provinces that are above the national average in terms of agricultural
employment rate, are lower than other provinces. In the provinces where there is a greater focus on
industrial employment, the average agricultural employment rate is lower and the average
employment service rate is higher than in other provinces. Also, in the provinces where the
employment rate is above the national average, the average agricultural employment rate is lower
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than in other provinces and at the level of industrial employment is almost at the same level. Other
findings based on data descriptions show that with increasing level of development of business ease
index, employment rate of industrial and services sectors increase and employment rate of
agricultural sector decreases.

Results in the agricultural sector indicate that in provinces where their agricultural employment
rate is higher than the national average and more reliant on the agricultural sector, improving the
EDB has a positive impact on agricultural employment rate. Also unlike in developed and
developing provinces where improving EDB does not affect agricultural employment rates, it has a
significant effect in less development provinces.

Results in industry sector indicate that in provinces where the industry employment rate is more
pronounced, industry improving EDB has a positive impact on employment rate. Also, the positive
impact of EDB index on the employment rate of the industrial sector has been observed only for
the developed provinces, which is, of course, inelastic.

Results in the service sector indicate that in provinces with higher than average employment
rates, EDB has a positive effect on service employment rate. Also in developed provinces,
improvement of EDB has an inverse effect on employment rate but no significant effect was found
in developing and less development provinces.
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2Dealing with Construction Permits
3Getting Electricity

4Registering Property

5Getting Credit

6Protecting Minority Investors
7Paying Taxes

8Trading across Borders
9Enforcing Contracts

1(Resolving Insolvency

1lLabor Market Regulation \
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