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Fig. 1: Average TFP Growth, 1997-2002 The  corresponding   figure   for   the  public  sector  was

Fig. 2: Average Technological Changes, 1997-2002 productivity indexes (Figure 3).

Under the entire large-sized food manufacturing highest SECH was 2.8 per cent recorded by the medium-
industry, 91 per cent of all sub-sectors had a TFPCH score sized food industry in the private sector. Further, there
greater than unity while the remaining 9 percent had theirs were 50 and 18 per cents of all large- and medium-sized
lower than unity. By comparison, there were only 77 per food industries which had a negative growth in scale
cent of all sub-sectors from the medium establishments efficiency, respectively. Meanwhile, based on an
with a TFPCH score greater than unity. Overall, all food ownership category, there was no medium-sized food
industries under both size categories enjoyed a positive manufacturing industry with an SECH score less than one
growth in TFP. in the private sector. By comparison, 29 per cent of all

The average TECHCH scores for almost every sub- sub-sectors within the large-sized food manufacturing
sector at the industry level as well as for both private and industry in the sector exhibited an SECH score of less
public sectors suggest that technological progress played than one.
a vital role in boosting TFP growth. In other words, it can The average target inputs and estimated slack inputs
be fairly said that the food manufacturing firms are very for Iran’s food manufacturing industry indicate that, the
good innovators in advancing their own production major slacks in inputs per unit (as shown in Table 2) were
technologies. Further, the large-sized food manufacturing fixed capital use (2036 million Rials) and costs of raw
industry in the public sector had a higher TFPCH score material (499 million Rials), recorded by the large-sized
than its medium-sized counterpart (Figure 2). It was mainly food manufacturing industries which were privately- and
due to the huge government investment for most of the publicly-owned, respectively. These led to the high input
firms under this size category during the period of the slacks in the whole food manufacturing industry.
second economic development plan in the country. In the The results of this study reveal several important
private sector on the other hand, it was the medium-sized findings. First of all, there has been an improvement in the
food manufacturing industry which gained a higher competitiveness of food manufacturing industry in the
TFPCH score. Meanwhile, on average, there were 14 per country in terms of total factor productivity. The highest
cent  of  all  food  industries  in  the  private  sector  which and  lowest TFPG are 10.7 and 5.6 per cents, respectively,

Fig. 3: Average Pure Efficiency Changes, 1997-2002g5

gained  no  advance  in  their  production  technology.

7.5 per cent.
In terms of the average PECH over time, only the

medium-sized firms in the public sector showed an
improvement in their technical efficiency, which in turn
contributed positively to their respective TFP growth.
Further, 65 per cent of all food industries in the public
sector exhibited a PECH equal to one whereas the
corresponding figure for the private sector was 62.5 per
cent. These results indicate that on average, the majority
of these industries demonstrated no change in their
technical efficiency which brought no impact on their

The results of the scale efficiency indicate that the
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Table 2: Average Slacks in Input Uses, 1997-2002

Group Size Production  labour( (NO) Non production  labour (NO) Fixed capital ( RRI ) Energy Cost(RRI) Intermediate Material (RRI)

Industry Large 201 13 1916 413 671

Medium 68 13 1076 281 53

Private Large 264 45 2036 527 10

Medium 67 13 435 283 153

Public Large 54 48 499 121 870

Medium 8 5 189 33 2

Fig. 4: Average Scale Efficiency Changes, 1997-2002 

with the former being for the medium-sized firms in the was not found to exert a positive effect on productivity
private sector while the latter being for the medium-sized growth. On average, technical efficiency scores were
firms in public sector. Secondly, most of the productivity estimated to be 0.94 and 0.92 for the large and medium
growth measured is due to technological progress enterprises, respectively. This implies that technical
whereas efficiency change is found to exert a relatively inefficiency could be reduced by 6 and 8 per cents
small  positive  effect  on   the   productivity  growth. through improvement in scale efficiency and elimination
There are a number of food sub-sectors which feature the of pure technical inefficiencies, respectively. Thirdly, food
best technological progresses (frontier shift effects) manufacturing firms in the country had been scale
namely Cleanse, sorting and packaging of pistachio inefficient due to slacks in production labour, fixed capital
(1518), Processing/preserving of meat and fish (1512), and energy use. To overcome this problem, there is a need
Prepared animal feeds (1533), Vegetable and animal oils to work on the optimal levels of input mix and to
and fats (1514), Distilling, rectifying & blending (1551), rationalize the process of acquiring and usage of inputs.
Slaughter of animal and poultry (1515) and Dairy products
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