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Abstract

The aim of this study was to evaluate the key drivers of economic growth in MENA countries
over the period 1990-2019. To achieve this objective, the standard growth accounting framework
is extended using endogenous growth models to better understand the sources of TFP growth and
their contribution to overall economic growth. A stochastic frontier function with time-varying
coefficients was estimated, and the elasticities of labor and capital were computed over time for all
countries. Based on the results, technical efficiency and technological progress were measured
using the stochastic frontier error component approach, and the contribution of each input to
economic growth was determined. The results of endogenous growth accounting indicate that the
average contribution of classical inputs (labor and capital) to economic growth is 82.8 percent, of
which capital accounts for 52.2 percent and labor for 30.6 percent. The average contribution of
which capital-augmenting productivity accounted for 10.6 percent and labor-augmenting
productivity for 4.1 percent. In addition, the average contribution of neutral productivity to annual
growth was 7.1 percent, reflecting the combined effects of changes in technical efficiency and
technological progress. The average annual share of TFP in standard and new growth accounting
approaches is 13.5% and 21.8%, respectively, suggesting that the standard method tends to
underestimate the contribution of TFP. The findings imply that enhancing productivity requires
improvements in technological progress and a skilled labor force for technology transfer. Due to
limitations in capital accumulation, TFP growth must serve as the main driver of economic growth
in these countries, achievable through investment in research, development, and human capital
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