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Measuring the Comparative Advantage of Horticultural
Activities: Domestic Resoure Costs and the Social Cost-
Benefit Ratio

A.M. Jafari
Researcher of Agricultural Research center of
Hamedan.

Abstract:

Iran usually claimes to have a comparative advantage in

horticultural products. This study examines this hypothesis on
horticultural activities of Hamedan province , Iran. It provides a
theoretical frame work for the analysis of comparative advantage as
well as present Domestic Resource Costs (DRC), and Social Cost-
Benefit (SCB) ratios. These ratios were calculated for the fourteen
selected fruits under export promotion and interregional trade regimes.
The impact of exchange rates, and shadow price changes of land and
irrigation water on comparative advantage of horticultural activities
were assessed. The results showed that DRC and SCB ratios are
sensitive to changes in exchange rates, trade regims, and shadow
prices of land and irrigation water. These factors have a great effect on
comparative advantage. The DRC formula is biased against activities
that rely heavily on domestic factors (Land, labour, and irrigation
water) and that a SCB ratio is a generally superior measure of social
profitability. The SCB uses the Same data as the DRC in a formula
which does not distort profitability rankings.

Key word: Comparative Advantage. Demestic Ressource Costs,
Social Cost-Benefit Ratio, Horticultural Activities.
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