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ABSTRACT

The aim of this study is to investigate the impact of the digital economy on
technological innovation and economic growth in Iranian metropolises. Data from
six metropolises, Tehran, Mashhad, Isfahan, Tabriz, Shiraz, and Karaj, were
analyzed during the period 2016-2023 using panel data, correlation analysis,
multivariate regression, and structural equation modeling. The results showed that
the digital economy, with an impact coefficient of 0.42, is the strongest driver of
technological innovation, and each 1% increase in the digital economy index
improves the Green Growth Index (GGI) by 0.08 points. With a score of 8.1 in the
digital economy index, Tehran accounts for 42% of startups and 35% of patents in
the country. However, there is a significant digital divide between metropolises; for
example, the difference in the index between Tehran and Karaj reaches 114%. Also,
the high share of traditional industries with a negative impact coefficient of 0.25 is
considered one of the important obstacles to green growth. The findings indicate that
digital transformation leads to sustainable economic growth through three main
paths—innovation, productivity, and job creation. To reduce regional inequalities,
it is recommended to develop basic digital infrastructure, reform the education
system, and provide tax incentives to digital industries. This study introduces digital
transformation as a prerequisite for achieving 8% economic growth in Iran and
recommends examining the effect of external factors on the process of digitalization
of the economy for future research. Also, formulating support policies for
technological startups, developing G5 infrastructure in less-privileged metropolises,
holding digital skills training courses for the workforce of traditional industries, and
establishing regional innovation centers focusing on green technologies are among
the most important solutions to accelerate this process.
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