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Abstract

Industrial investment plays a key role in developing and improving the
performance of macroeconomic variables in developing countries. Investing
in the industry leads to the transfer of advanced technologies and increased
production with added value. Economists believe that investment in the
industry sector with new technologies and standard management will increase
economic growth, export development, and the resulting spillover of revenues
to other different sectors of the economy. In addition, the allocation of
industrial investment provides positive side effects to developing economies
regarding workforce management, educational opportunities, and thus the
standard of the production function. With the transfer of technology, the
economic performance of the developing countries is improved and causes the
prosperity of macroeconomic indicators; therefore, the spillover effects of
industrial investment in less developed regions produce good results for those
regions. Therefore, due to the wide range of industrial investment and the
uneven distribution of infrastructure in the industry sector, there is an obvious
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difference in regional economic performance. The regional difference is
caused by socio-economic imbalance as well as physical geography.
Therefore, paying attention to regional potentials and expanding fair
investment in all regions according to relative advantages leads to an increase
in research and development indicators, an increase in production,
productivity growth, an increase in employment, and a decrease in the
unemployment rate in regions. will be deprived. Therefore, some researchers
point out that by distributing wealth and capital in the regional industry sector
and creating a localization process, innovative performance increases between
countries and regions below the national level. Another effective factor in
attracting industrial investment is the development and expansion of public
infrastructure. This category of infrastructure investment provides the
foundations of law and order, including the establishment and enforcement of
property rights and the regulatory system in the economy. Therefore,
investment in healthcare infrastructure, housing, highways, roads and bridges,
transportation, education infrastructure, investment in waste facilities, water,
sewage, and other systems, and management Waste and repair services
increase labor productivity, increase private sector investment, increase
employment, and improve macroeconomic variables. One of the other
important influencing factors for the prosperity and expansion of the industrial
sector is an investment in the energy sector. Several countries are under the
control of the energy industry’s infrastructure. These changes include
structural changes in traditional energy distribution, transformation in
electricity storage equipment, and development and deepening of national
energy resources. These developments mostly include new power plants such
as wind power plants, hydroelectric power plants, coal-burning power plants,
and nuclear power plants. This type of industrial investment is related to major
events such as strengthening economic performance, energy security, current
energy supply services, and changing to an environmentally friendly energy
structure. Such events are a great opportunity for the development of energy
infrastructure, relying on the huge investments of the energy industry.
Therefore, paying attention to investments related to the engineering sector is
one of the priorities of the industry sector. Therefore, on the one hand,
considering the importance of the industrial sector in improving the economic
performance of macroeconomic variables, and on the other hand, considering
the increase in inequalities and the concentration of industrial activities and
private and government investments in certain areas and the lack of expansion
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of capital. Investing in all regions of the country according to relative
advantages, it is necessary to investigate the spillover of industrial investment
in less developed regions, especially border and poor provinces, to improve
the performance of macroeconomic indicators with spatial effects. Therefore,
considering the importance of this issue in Iran and its provinces, especially
the less industrialized provinces, the above research deals with the spatial
analysis of industrial investment on the economic performance of the
provinces of Iran during the period of 2007-2019 with a spatial econometric
approach. became. First, to check the spatial dependence of the Moran, Jerry
C, and Jetis tests, the spatial dependence of the provinces was confirmed and
based on the significance of the above tests. According to the Akaike statistic,
the research model in the framework of the space Durbin model was
evaluated. According to the research results, the attraction of industrial
investment shows positive and significant effects on improving the economic
performance of these provinces. This result agrees with the findings of other
researchers, including Li & Chen (2021), Hardjoko & et al. (2021), Barati
(2017), and Shirafkan (2017).

According to the research results, the active population and employment
variables have a positive and significant effect on the economic performance
of the target and neighboring provinces under study. Among these, industrial
investment, employment, and active population have the most significant
impact on improving economic performance. As mentioned earlier, wage rates
negatively and significantly impact the neighboring provinces' economic
performance. On the other hand, with the increase and attraction of industrial
investments in various economic sectors, etc., there can be many effects, such
as increasing employment, increasing domestic production, increasing
exports, decreasing imports, relying on domestic productions, and
encouraging domestic experts. And finally, we should cause the growth,
prosperity, and development of the less developed provinces as much as
possible and let the spillover effects of the above cases spill over to the said
provinces. In this respect, according to the theoretical foundations of the
research, part of the economic performance is developed through multiple
channels, such as attracting industrial investment, increasing domestic
production, and increasing exports.

Keywords: Industrial Investment, Economic Performance, Provinces of Iran,
Spatial Econometrics
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