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ABSTRACT

The mass departure of Afghan immigrants from Iran in 2025 has created a significant labor supply
shock. This study quantifies the effects of this shock on the output of Iran's industrial sectors using the
2020 Input-Output Table and a supply-constrained input-output model. It is crucial to note that
conventional input-output models assume zero elasticity of substitution between production factors and
do not incorporate wage adjustment mechanisms. Furthermore, due to potential structural breaks in
Iran's economy post-2020, the assumption of constant technical coefficients is a major limitation. The
exit of 690,000 Afghan workers (28% of this immigrant workforce), predominantly employed in low-
skilled occupations and concentrated in the provinces of Qom, Tehran, and Alborz, reduces the output
of the industry, mining, and trade sectors by an average of 0.2%. However, the most vulnerable
subsectors are "Manufacture of leather and related products" (a 2.87% output decrease), "Manufacture
of wearing apparel" (2.23% decrease), and "Construction" (1.33% decrease), reflecting the high
concentration of immigrant labor in these areas. Given the restrictive model assumptions, these
estimates should be interpreted as an upper bound of the probable output decline. The findings reveal
heterogeneous impacts across industrial subsectors, necessitating proactive policy strategies such as
supporting mechanization and enhancing the productivity of the native workforce to manage this labor
supply shock.
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