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This paper aims to evaluate the sources of economic growth and labor productivity (output
per hour worked) in Iran within the growth accounting framework over the period 1990—
2002 and across various sub-periods. The emphasis is placed on labor productivity
measured per hour worked, ICT and non-ICT capital services (instead of capital stock),
and the decomposition of labor input into quantity and quality components. The results
indicate that, over the entire period, the combined contribution of traditional inputs
(physical capital and labor quantity) amounted to 2.6 percentage points out of the 3.6
percent economic growth rate, accounting for 72 percent of total growth. The combined
contribution of ICT capital and labor quality was 0.8 percentage points (22 percent of
growth), while total factor productivity growth contributed 0.2 percentage points (6 percent
of economic growth). Furthermore, non-ICT capital services contributed 1.15 percentage
points to the 1.8 percent growth in labor productivity (64.9 percent) during the 2002—-2006
period. The contribution of ICT capital services was 0.1 percentage points (5.6 percent of
labor productivity growth), and the combined contribution of ICT and non-ICT capital
services amounted to 69.4 percent. Labor quality contributed 0.24 percentage points (13.3
percent of growth), while total factor productivity accounted for 0.3 percentage points
(16.7 percent of labor productivity growth). Overall, the findings indicate that traditional
inputs continue to play a dominant role in Iran’s economic growth and labor productivity
growth.
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