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ﬁ;egée%oﬂ Considering the importance of employment and analyzing factors influencing it in economy,
Availablle online: the current study estimated the number of employees working for 10 years or more in 31
January 9, 2023 ’ provinces in Iran. Employing descriptive-analytical research method and econometric

technique, the current research analyzed the role of Ease of Doing Business (EDB) index over
the years 2016-2019. The findings suggest in both 2016 and 2019 there is a positive correlation
between employment and EDB index, which has also been proved by other criteria including
the rate of employment and industrialization of provinces. Furthermore, given the level of
development of provinces (from underdeveloped to developed), while the EDB index of more
developed provinces decrease, the number of employees in these provinces increase. The
results of basic framework and its 6 following scenarios indicate that improving EDB index
has a positive effect on employment in provinces. Moreover, in provinces which have a lower
unemployment rate or are more industrialized, the EDB index has a lesser effect on
employment. This is while the size of this effect is larger in provinces which enjoy a more
favorable EDB index. Another finding of the study suggest that as the level of development of
provinces increases from underprivileged to developed ones, the rate of effectiveness of EDB
index on employment decreases. Finally, the price level has a negative impact on employment,
and the rate of economic participation and bank facilities have a positive effect.
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Extended Abstract

1. Introduction

One of the main problems in any economy is
unemployment, and one of the most important
factors that can increase employment, and
consequently, reduce unemployment is Ease of
Doing Business (EDB). Thus, by improving the
EDB, we can expect an increase in economic
growth and investment (both domestic and
foreign) (Mehrabani et al., 2016). In this regard,
according to Okun’s Law (1962), the direct effect
of EDB on employment can be explained through
economic growth. As a result, both from the
economic growth channel and the investment
channel, a direct relationship can be expected
between the EDB and employment (Bakhtiari and
Shayesteh, 2012). The purpose of this study was
to test the hypothesis of the presence of a direct
relationship between the EDB and employment.
For this purpose, the data from 31 provinces of
the country belonging to the period 2016 to 2019
have been used with panel data method. Also,
since the specific characteristics of the provinces
may affect the type and size of the relationship
between the EDB and employment, the analysis
has been done according to the specific
characteristics of the provinces.

2. Research Methodology

In this section, first, the factors affecting the
employment rate in the form of a basic model
were identified, and then, to analyze the results
based on provincial characteristics, the basic
model was explained in the form of six scenarios.
Accordingly, in the basic model, the employment
function can be introduced as follows:

LnEmp;, = a; + PLnEDB;; +
0,LnLFP;; + 6,LnCPI;; + O3LnLoan;; +
(1) it

Where Emp as a dependent variable
represents the number of employees aged ten
years and older, EDB represents the ease of doing
business index, LFP represents the labor force
participation rate, CPI represents the consumer
price index, and Loan represents the total balance
of bank facilities. t represents the time period of
the research, including the years 2016 to 2019. i
is also the cross-section of 31 provinces of the
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country. Ln stands for logarithm with natural
base.

In the following, Equation (1) as the basic
model of the research is re-explained in the form
of 6 scenarios as follows.

Scenario 1:

In provinces with employment rates higher
than the national average compared to other
provinces, is there a difference in the type and
size of the impact of the EDB on employment?

Scenario 2:

In provinces with a EDB index higher than
other provinces, is there a difference in the type
and size of the impact of the EDB on
employment?

Scenario 3:

In provinces with more powerful industry
sector compared to other provinces, is there a
difference in the type and size of the impact of the
EDB on employment?

Scenario 4:

In provinces with more powerful agricultural
sector compared to other provinces, is there a
difference in the type and size of the impact of the
EDB on employment?

Scenario 5:

In provinces with more powerful service
sector compared to other provinces, is there a
difference in the type and size of the impact of the
EDB on employment?

Scenario 6:

According to the level of development (less
developed, developing and developed provinces),
is there a difference in the type and size of the
impact of the EDB on employment?

3. Conclusion

The results of estimating the basic model and the
6 derived scenarios indicate that the EDB has a
positive effect on labor employment in the
provinces. This result is in line with the study of
Canare et al (2019). The important point in the
direct impact of the EDB on employment is that
the type and size of the effect varies in different
scenarios.
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First, in provinces with higher employment
rates than the national average and lower
unemployment rates, the impact of the EBD on
employment is smaller. Second, in provinces that
are in a better position in terms of the EDB index,
employment is more affected by the EDB. Third,
in provinces where the value added of the
industry is higher than the national average and
the situation is more favorable from an industrial
perspective, the EDB has less impact on
employment. However, in the provinces that are
in a better position in terms of services and
agriculture, the effect of the EDB on employment
is not different from other provinces. Fourth, as
the level of development increases from less
developed and developing to developed, the
impact of the EDB on employment decreases.
Another consequence is that the prices have a
negative impact on employment. Also,
employment receives a positive effect from the
rate of economic participation and banking
facilities.
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Given that in provinces with lower employment
rates (higher unemployment rates), the impact of
the EDB on employment is greater; it is suggested
that in this group of provinces, more attention
should be paid to improving the business
environment and the promotion of sub-indicators
should be considered more appropriately. This
proposal also stands for provinces that are not in
a favorable position from an industrial point of
view and are also in less developed provinces. In
this group of provinces, due to the greater
effectiveness of employment from EDB, to
improve the EDB sub-indicators, the policy
makers and decision makers are expected to try to
be more concentrated. Also, the inverse effect of
the prices and, consequently, the inverse effect of
inflation, indicate the existence of stagflation in
the Iranian economy. It shows that even at the
cost of rising inflation, the employment rate
doesn’t rise and the unemployment rate doesn’t
fall.
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