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Abstract
Objective: In order to achieve economic growth, policy makers have always had a special look
at the industry sector. As far as the industry is called the engine of economic growth. Therefore,
the growth of the industry has always been considered, and policies have been adopted to
accelerate it. The factors affecting the growth of the industry are divided into two categories of
internal and external factors, and therefore, determining the contribution of each of these two
categories in the growth of the industry can be a good guide in making macroeconomic
decisions. Therefore, two objectives have been considered for this study. The first goal of this
research is to estimate the capital stock of the manufacturing industries using data revised by
the Iranian Statistics Center, and the second goal is to determine the contribution of internal
and external factors affecting the growth of the manufacturing industries value added with a
special view on capital as an internal factor.

Method: The data used in this study is the time series of 2002-2019, and the Dadkhah and
Zahedi (D-Z) method was used to estimate the capital stock of the manufacturing industries.
The contribution of external and internal factors affecting the growth of the manufacturing
industries is obtained by multiplying the production elasticity of the production factors in their
growth using the Solow growth model. Also, the existence of a long-term relationship between
the dependent variable and the independent variables has been investigated through the Pesaran
bounds test. The long-term correlation coefficients were obtained using ordinary least squares
regression and the error correction method (ECM) was used to estimate the short-term
correlation coefficients of the variables.

Results: After performing the unit root test, it was determined that all the variables used in the
research were non-stationary at the level and after one time of differentiation, they were
stationary. Therefore, for the existence of co-accumulation and the existence of the long-term
relationship, the Pesaran bounds test was performed, and the cointegration between the
variables was confirmed. Also, due to the existence of autocorrelation, by dividing the variables
by the number of labors, they are included in the model per capita. Calculating variables such
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as the size of the government, exchange rate and the degree of the economic openness per
capita have no meaning from an economic point of view, so the act of dividing has not been
done for them. The results of the ordinary least square method have shown that in the long
term, the amount of money per capita with a 32% share in the growth of the industry is the
most influential external variable of this research, and after that, capital per capita is the second
most important and effective factor on the said variable. Also, the third variable influencing
the growth of the industry in the long term is the exchange rate with a share of nearly 7%.
However, the coefficients estimated by the error correction method indicate that in the short
term, the share of capital per capita and the volume of money per capita in the growth of the
industry are 38 and 21 percent, respectively, and no other influential variable has been observed
in the short term. The results of investigating the absence of heterogeneity of variance,
autocorrelation, and collinearity problems using Hausman, LM, and variance inflation index
(VIF) tests respectively for both OLS and ECM methods have shown that the aforementioned
problems did not exist, and therefore, the results of this study are reliable.

Conclusion: The results of this research, using the revised data of industrial workshops with
10 or more workers in the period of 2002-2019 and using the Solow growth model, indicate
that in the short term, internal factors and in the long term, external factors have contributed
the most to the growth of industrial production. It can be concluded that in the long term, the
economic conditions at the macro level of the country and the economic variables affecting the
performance of the industry sector, which are exogenously determined for it or in other words
imposed on it, have had a greater contribution to economic sector growth than the variables
that are in the decision-making sphere of economic units. The important point hidden in these
results is that observing the effects of internal factors in the short term should not lead to
neglecting the long-term effects of external factors and making policies with a short-term
perspective. That is, paying attention only to making decisions that emphasize the internal
factors of the industry, such as capital and labor, and making decisions at the macro level
without considering the long-term effects on the industry sector, prevents the industry sector
from reaching its potential growth.
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