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This study examines the impact of innovation and technology on total factor
productivity (TFP) growth within Iran's manufacturing industries during the
period from 2002 to 2010. Utilizing panel data from 31 provinces and
employing the non-parametric Data Envelopment Analysis (DEA) method,
TFP growth rates were computed. Given the spatial dependence among
provinces, spatial spillover effects methods were employed to estimate the
empirical model. The findings reveal that while innovation and technology
exhibit a positive influence on TFP growth in both the focal and neighboring
provinces, this effect is statistically insignificant. This outcome can be
attributed to structural impediments, managerial inefficiencies, and the
relatively low level of research and development (R&D) investment in Iran's
manufacturing sector. Furthermore, the results indicate that variables such as
the degree of industrial development, scale efficiency, and industry sales size
exert a direct and significant impact on provincial TFP growth. Moreover, the
spatial spillover effects of these variables on neighboring provinces are
substantial, with scale efficiency demonstrating the most pronounced
influence. Conversely, the expansion of hardware and software services
within the manufacturing sector has failed to induce significant changes in
TFP growth due to the sluggish pace of information and communications
technology (ICT) adoption and penetration, coupled with a mismatch between
the workforce's skills and emerging technologies.
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