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ABSTRACT

Economies of scale play an important role in explaining the cost
efficiency of firms and the orientation of industrial policy, however,
consistent empirical evidence on its status and long-term trend in Iranian
industries is limited. This study aims to measure economies of scale in
selected Iranian industries using a translog cost function over the period
2002-2022 (1381-1401 in the Iranian calendar). The research
methodology is based on a parametric approach, employing panel data
from 38 industries classified under four-digit ISIC codes provided by the
Statistical Center of Iran. The model was estimated using the seemingly
unrelated regression (SUR) method, while unit root and cointegration
tests were applied to assess data stability. The findings indicate that the
average economies of scale in the industrial sector have followed a
declining trend. This index rose from 0.0083 in 2002 to a peak of 0.029
in 2012, but subsequently decreased to 0.002 in 2022. This decrease
indicates the gradual weakening of the advantage of large-scale
production in the country's industries. Among the industries studied,
non-ferrous metal casting with 0.083 in 1391 had the highest economies
of scale, and the food industry had the lowest. The results indicate that
the decrease in economies of scale can have consequences such as
increasing the final costs of production and decreasing industrial
efficiency, and highlights the need to revise policies related to enterprise
scale, utilization of production capacity, and improvement of industrial
structure.
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