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Abstract

The purpose of this study is to explain the factors affecting the economic growth gap between
OPEC and East Asian countries using the Shapley—Owen-Shorrocks and Oaxaca—Blinder
variance decomposition methods over the period 1996-2018. The results of the Shapley—Owen—
Shorrocks decomposition reveal that in East Asian countries, institutional and policy variables
(government consumption, inflation, rule of law, trade) and human capital explain 53.31 and
31.38 percent of economic growth fluctuations, respectively. In contrast, in OPEC members,
institutional and policy variables and physical capital (investment, Fertility rate) explain 66.72
and 17.75 percent of economic growth fluctuations, respectively. According to the results of
the Oaxaca—Blinder decomposition, about 43 percent of the economic growth gap between East
Asia and OPEC is due to explained components (mainly rule of law, investment, human capital)
and 57 percent due to unexplained components (mainly the return of investment, human capital,
inflation, rule of law). Accordingly, efficient use of factors in relation to their endowments has
a more important role in explaining the economic growth gap of the countries. A noteworthy
point in this regard is the important role of institutional and policy variables. Since institutional
and policy variables as well as human capital, fertility rate, and investment are greatly
influenced by governance, in order to promote economic growth in OPEC, policymaker should
focus on the factors improving good governance.
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