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: Abstract

: Introduction: In this research, the relationship between wages and labor
: productivity in Iran's agricultural sector was evaluated as an influencing factor
: on Iran's economic growth.

: Materials and Methods: The time period of this study is from 2014 to 2021,
: and its statistical information was collected from Iran's statistics centers, Labor
: and Social Welfare Department, National Productivity Organization of Iran,
: Macroeconomics Office of the country’s Management and Planning
: Organization, and the Ministry of Agricultural Jihad. Research models were
¢ estimated using spatial panel method.

¢ Findings: The results of this research shows that Moran's test confirms the
: existence of spatial dependence in all models. In other words, the proximity of
© provinces has a positive effect on each other. The direct and indirect effects of
¢ minimum wage, education and employment variables in the agricultural sector
: have become positive and significant, which indicates the existence of inter-
¢ provincial spillovers in the agricultural sector of Iran.

: Conclusion: Also, in order to increase the production, training, labor force and
¢ minimum wage of the agricultural sector, the wage in the agricultural sector
: should be increased and these conditions can be improved by improving the
¢ productivity of the labor force of the agricultural sector and in this way
: comprehensive and long-term planning should be implemented. Therefore, the
: government can, with the cooperation of the relevant bodies, on a provincial or
¢ national level, train villagers to increase production and employ educated and

. trained personnel.

Farifteh M., Hashemitabar M., Dadrasmoghadam A..(2025). The relationship between wages and
labor productivity in Iran's agricultural sector by the spatial panel approach. Journal of Agricultural
Economics Research.16(4):74-85

*Corresponding author: Mahmoud Hashemitabar
Address: Department of Agricultural Economics, University of Sistan and Baluchestan, Zahedan, Iran

Tell: 0098 9153406471

Email: mhashemitabar@gmail.com


https://portal.issn.org/resource/ISSN/2008-6407
https://portal.issn.org/resource/ISSN/2423-7248
https://doi.org/10.30495/jae.2024.31978.2384

The relationship between wages and labor productivity in Iran'sagricultural sector by the spatial panel approach

Extended Abstract

Introduction:

Two key variables in the market are the wage and
workforce productivity that have attracted the
attention of economists at both micro and macro
levels in economics, policy-making, and economic
rationality. Investigations have shown that rules and
regulations practiced in Iran’s labor market are
based on labor force and are commonly operated
traditionally. The agriculture sector has played a
major role in Iran’s economy over recent decades.
The level of production in the agriculture sector is
the main and most pressing problem Iran’s
agriculture sector faces. One of the methods applied
to increase agricultural production is to increase the
area under cultivation using different technologies.
The poor infrastructure, lack of technological
awareness, marketing problems farmers face due to
being far away from consumer product markets, the
poor financial status of farmers and small areas of
farming lands, lack of proper profitability in the
agriculture sector, shortage of water and poor
management are some significant non-institutional
factors. Accordingly, the present study aims to
investigate the relationship between wage and labor
force productivity in Iran.

Materials and Methods

This is an applied study in terms of method,
descriptive in terms of execution, and correlational
in terms of the relationship between the variables.
The present study has been conducted at a macro
level and the data on variables used in the research
model were extracted as annual time-series data
from the Central Bank of the Islamic Republic of
Iran, Ministry of Labor and Social Welfare, and
Ministry of Agriculture Jihad. This study was
conducted in East Azerbaijan Province, East
Azerbaijan Province, Ardabil Province, Isfahan
Province, llam, Bushehr, Tehran, Bushehr Province,
Tehran Province, and Chaharmahal and Bakhtiari
Province. Razavi Khorasan Province, North
Khorasan Province, Khuzestan Province, Zanjan
Province, Semnan Province, Sistan and Bluchestan
Province, Fars, Qazvin Province, Qom Province,
Kurdistan Province, Kerman Province, Kermanshah
Province, Kohgiluyeh and Boyer Ahmad Province,
Golestan Province, Gilan Province, Lorestan
Province. Mazandaran  Province,  Markazi,
Hormozgan Province, Hamedan Province, Yazd
Province in 2014-2019. We applied Hausman test to
test if the model should be calculated using the fixed
factor method or random factor method. The
elements of the weight matrix are composed of the
inverse distance between two areas or observations.
Of course, there is a catch in this matrix. That is, we
should raise the distance between the two areas to
the power a before taking into consideration the
inverse of matrix elements. In fact, this
multiplication shows the speed at which the spatial
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relationship between the two areas decreases along
with the increase in distance.

1/d‘-x- lf dij <c
0 if dij>c or i=j

The values of o and c are selected completely
experimentally. In this procedure, the value a will
take some values ranging from 0.5 to 2.5 to modify
the spatial weight matrix. Of course, the parameter
a ranging from 0.5 to 2 does not have a large effect
on the change in the final regression results. There
are different methods to standardize the spatial
weight matrix. In all methods, the standardized
matrix is distinguished as =(wij) w from the initial
matrix w =(wij). Maximum likelihood estimation
was used to estimate the relationship between wage
and labor force productivity throughout the country.
According to the classification presented by Elhorst
and using some detection tests including Lagrange
multiplier test, parent test, Moran test, and
likelihood ratio test.

Findings

In this study, the spatial panel model has been
estimated. The results show that the minimum wage
(Inmwg) has a positive and significant relationship
with wages. McCurdy & O'Brian (2000) concluded
that people tend to spend more on goods and
services after receiving higher incomes. In fact, they
estimated that if there is a 10% rise in wages, the
prices of goods will increase by about 0.3% to
2.16%, which is consistent with the results of the
present study. Training (Indue) had a negative
relationship with wages and the results of the present
study indicated that the effect of training on wages
was not significant. Of course, we can indicate that
training has a positive effect on the wages of the
labor force, which is consistent with the results of
the present study. Labor force productivity (Inemp)
has a positive relationship with wages, which is
consistent with the results of the study by Ho and
Pop (18) on the relationship between wage and labor
force productivity, where the results have indicated
that wage and labor force productivity affect each
other positively in the long run. The production of
crops (Inefl) has a positive relationship with wages.
Thus, the increase in production will increase the
production cost for each unit, which will lead
agencies to greater use of advanced equipment to
produce more over fewer working hours. According
to the results, the adjacency of provinces has a
positive effect on each other. That is, there must be
an interaction between training, labor force, and
minimum wage in the agricultural sector, which is
the dependent variable, in order to increase
production wages so that they can complement their
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weaknesses and strengths and increase wages
through greater synergy.

Discussion and Conclusion

The adjacency of provinces has a positive effect on
each other, that is, there must be an interaction
between training, labor force, and minimum wage in
the agricultural sector that is the dependent variable
in order to increase production so that these could
complement their weaknesses and strengths and
increase wage through greater synergy. The other
important conclusion drawn from the calculation is
that when spillover effects of the production of crops
in a certain province on another province become
considerable, this does not necessarily indicate the
mutual high spillover of the latter province. The
overall results in the agriculture sector indicated that
higher productivity in the agriculture sector led to a
higher wage. The agriculture sector in Iran mainly
consists of small-holding systems. Accordingly, the
agricultural activities are small in many cases where
the employers themselves are the landowners. Since
the agriculture sector is highly capable, it can create
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jobs for agriculture graduates through making job
vacancies in different agriculture sectors thus
making considerable a contribution to the
development of the agriculture sector.
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