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ABSTRACT 
This study has been designed to review the affecting factors on the profitability of the food 
industry in Khuzestan province. The information were collected through the questionnaire 
from 47 units of food industry in province in 1393. The results indicate a positive impact of 
education and experience of the manager, training during the serving staff, quality of 
workforce, capital used in production, management and public facilities on the profitability of 
studied units. Only variable of distance of purchase of inputs from the factory had a negative 
impact on profitability. According to the research findings, the use of continuous assessment 
system in order to increase the efficiency and quality of workforce, more attention and 
practical classes during the serving and the use of modern sciences with the use of tools and 
right policies in order to support the agricultural sector industry are the present study offers 
in order to increase the profitability of these units. 
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INTRODUCTION 

 

 Food industry and transformation form the most important industrial groups in developing countries that 

can play a major role in economic development. The creation of this industry has an important role in increasing 

the added value of agricultural products and increases the value of exports of this sector. With increased 

investment in food and beverage, with increased investment in food and beverage, while the purchase of 

agricultural products and remove seasonal fluctuations and reduce surplus,  this prevents waste products and 

converts seasonal supply to permanent supply (Torkamani and Zoghi Poor, 1386). Also in Iran, different 

products in different areas of agricultural are produce because of the diversity of climate and soil type, that the 

most of converting agricultural products are preparation of fruit juices and production of concentrate in the 

processing industry and drinking (ZangiAbadi et al., 1389). In recent years, food industry and beverage has 

suffered enormous cost in Iran because of working under nominal capacity and their excepted, that this increases 

the cost of the product and remove most of these industries in the field of production and competition (Fathy, 

1388). Owners and experts of production units of this industry share many factors in this recession that a 

number of reasons are endogenously and affected by the internal environment of units Industries, and some of 

them are exogenous  (Yazdanbakhsh of et al., 1392). Khuzestan province as one of the largest provinces in the 

country and because of the geographical location is producer of various products in the agricultural sector that 

switch to the new processed products in factories of conversion industries and beverage of province. Despite 

great potential and production of agricultural products in the country, units of producer faced with food industry 

in Khuzestan province with the problem of bankruptcy and high closure. According to the Industry and Mines of 

Khuzestan, the number of food and beverage factories are 312 units, that based on information of office of 

active standard factory with standard license are 70 units which 5 units of them are belong to agricultural of 
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province, and according to data 242 units are disabled in the province, which shows that more than 77%  of 

factories are Off and about 23% are active. For this reason, economic analysis of food industry and beverage 

seems necessary to understand the current situation and identify factors that have the greatest impact on their 

profitability and the transfer of this information to investors, agricultural graduates and others interested in this 

industry.  

 

Research Methodology: 

 This study is considered as applied studies in terms of orientation of research and due to the fact that seeks 

to identify the factors affecting the profitability of Food industry factories in the province of Khuzestan. Also 

present study can be found in the rows of causal – linking studies. Assess the impact of each factor on the 

profitability of these units will be available in the form of multivariate econometric models. In in terms of time 

horizon, given that the survey data was collected in 1393-1392, it's a cross-sectional studies. We used thorough 

questionnaires method in this study in order to gather information with interviews and review of documents. 

There have been about 70 active companies in the food industry in mentioned year.  That despite the great 

efforts, the information of 47 companies have been extracted, and were selected as study population. It is used 

From the profit per unit of capital instead of the profit due to the different nature of the production of each of the 

the units of investigated and  in order to eliminate the effect of industry and homogenisation of information. 

 

Results: 

 As noted, we used the regression analysis in these study to investigate the effect of independent variables on 

the profitability of Food industry companies that results are presented in Table 1.  

 
Table 1: Estimation results of benefit function of Food industry companies in Khuzestan province 

T statistic Standard error Coefficient Variables 

2.17 3199 6943.1 Capital 

2.79 0.036 0.1 Manager ecucation 

2.37 0.177 0.42 Manager expert 

2.81 5.18 1.46 Labor quality 

2.58 0.064 0.168 Government facility 

2.76 0.166 0.463 Education 

-2.34 0.10 -0.25 Distance from buying center 

3.13 0.44 1.4 Management 

0.83 0.14 0.12 Constant 

F=-1023.06 D.W=1.99 R2 Adjusted =0.85 R2= 0/88 

 

 You can see in above table that all entered variables in the model are statistically significant. It should be 

noted that variables of age has been removed from ultimate model because of multicollinearity with the 

experience variable. Also, variables such as marital status and the distance Centre from sale have been removed 

fro the the final model due to lack of significant coefficients. The value of R
2
 statistics shows that entered 

variables in the model could explain 88 percent of the variability that is interest, and only 12% of the variation is 

explained by other variables. Also achieving the DW statistic closely to number 2 indicates the absence of 

problem of autocorrelation in the desired pattern.Also, significant of F test showed that the entire pattern is 

significant in general. In the above table, positive and significant coefficient obtained for the the variable capital 

which shows increase of one unit in the capital could increase 6943 units of rate of units. Also, the number has 

been positive and significant for the variable of education of administrators indicating that managers of 

manufacturing plants can help to their increasing the profitability of the units by increase the level of education. 

Incidence of number 42/0 with positive sign implies an important role of experience in increase the profitability 

of production in the food industry in province. these ratio shows experienced managers with better decision 

making can have an important role in increasing the profitability of units of study. One of the most important 

variables is work force in model of quality indicating that units that have used far more skilled employees have 

enjoyed higher profits. The use of skilled workforce can have an important role in reducing production costs in 

addition to increasing efficiency and productivity. Also the number is obtained significant and positive for the 

variable public facilities that indicates grants from the government can increase the profitability of the units of 

food industry. Also, training during work is one of the variables that could have a positive impact on the 

profitability of the units which suggests the importance of this type of trainin. Variable distance from the 

shopping center of input is the variables that has significant and reverse effect on profitability, this means that an 

increase of one unit in the the distance can lead to reduced profits 25/0 unit. Finally, one of the most important 

influential factors on the profit differences between units is type of applied management in food industries 

factories in Khuzestan province. positive coefficient of 4/1 for this variable indicates that better management 

practices can lead to increased profitability to 1.4 units. 

 

Discussion and suggestions: 



509 

 

 The present study has been carried out to assess influential factors on profitability of food industry in 

Khuzestan province. The results show that the amount of used capital is the most important factors affecting on 

the profitability of these units. Same result with these findings have been achieved  in studies of Yazdan bakhsh 

and et al in 1392, Salehi and et al in 1386, and Pagulatus and Sorensen in 1981. In this regard, it is suggested 

that government and relevant institutions be Unraveling the problem of investment in this sector by applying 

policies. Also positive factor of this inputs indicates increasing returns rather than the scale in the units of food 

industry in the province that justified support for larger industry. Experience of managers is such as variables 

that could have impact on the profitability of the units. Research findings of Fienensi in 2002, Short in 2000, 

Yazdanbakhsh and et al in 1392 confirmed this result. Education of managers, especially having related 

education to the type of activity is such as parameters that in the present study have been able considerably 

increase the profits of the food industry. This result was confirmed in the studies of Salehi and et al, Kumaru 

Aurora in 2009. Quality workforce is such as variables that important and positive role on profitability in many 

studies such as Yazdanbakhsh and et al in 1392, Kununan in 2000, Fienensi in 2000, and shorts in 2000 has 

been approved. Also, in this study the importance of this variable was found to profitability. Management and 

its impact on profitability in the present study has been proven as well as studies such as shorts in 2000, 

Fienensi in 2000, Molayee in 1383. It's recommended that there must be more attention to the efficiency and 

quality of the workforce using a system of continuous assessment. The use of appropriate monitoring systems 

would be considered as an appropriate way to encourage employees to increase productivity. Also this study has 

been investigated to assess the impact of government support on profitability that the results indicating the 

effectiveness of government policies and support for the industries. Similar results was observed in studies of 

Molayee in 1383 and Short in 2000. Use the right tools and the right policies in order to support the industry, the 

agricultural sector is one of the recommendations of this study. Finally results show that there is a positive 

relationship between classes during work and the amount of profits of units. More attention and actualize of this 

class are currently studying suggestions. Using the modern sciences can improve the efficiency of these classes.   
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