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A Comparative Analysis of Efficiency in Iran's Provincial

Manufacturing Sector

Nader Hakimipoor

PhD in Economics and director of economic
study group in Eco Studies & Int. Coop. Bureau
Kambiz.Hozhabr Kiani

Professor of Economics, University of Shahid
Beheshti, Iran

The purpose of this paper is to measure technical efficiency of the manufacturing
sector in Iran's provinces during the period ‘Ya4y-v..f This analysis focuses on

regional comparisons of manufacturing performance and the determinants of
technical efficiency among the provinces. The approach used to measure efficiency
is stochastic frontier model from battese and coelli (1445) to explore the determinants

of the technical efficiency. The summery results show the efficiency levels in the
manufacturing are low. The average annual efficiency level for the manufactories of
provinces is -yvf and the average annual growth in technical efficiency is 1,

percent over the period Y44\-v..f. Although the average level of the technical

efficiency has been low, some provinces have enjoyed a substantial performance in
this regard. The highest technical efficiency level recorded is of Khozestan province
with +,v# and the lowest is in Sistan Balouchestan province with +,)44. Surveying

effective factors impacting in efficiency, two factors of government ownership of
industrial units and energy intensity have negative (positive) impact and enterprise
size (average value added of a industrial unit) has the positive (negative) impact on
efficiency (inefficiency). The research also shows that provinces such as Boushehr
and Hormozgan, have higher efficiency in average comparing mega-industrial
provinces and have been experiencing higher industrial efficiency rate in the last
years of the studied period. All in all, the most important policy recommendation
which can be presented based on the research is that given the low efficiency level in
huge industrial sector, efficiency increase can be attainable through economic
management empowerment of public industrial enterprises and optimum allocation
of production factors in the sector.

Keywords: Efficiency, Technical Efficiency, Stochastic Frontier Function, Non-
Parametric and Parametric Approaches, Manufacturing Industry.
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