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16. REGIONAL DISPARITIES IN LABOUR PRODUCTIVITY

In 2005 labour productivity, measured by GDP per
person employed, was USD 59 000 on average in OECD
countries, ranging from less than USD 21 000 in
Turkey and Mexico to four times higher in the
United States (Figure 16.1). Productivity growth in the
years 1995-2005 was the highest in Poland, the
Slovak Republic, Ireland, Hungary and Korea, at more
than two times the OECD average. At the other
extreme, GDP per worker was negative in Mexico, Italy
and Spain (Figure 16.1).

Regional differences in GDP per worker within coun-
tries are even larger than among countries. Regional
differences were markedly high in Turkey, Mexico,
Poland and Korea, where labour productivity in the top
region was more than four times higher than in the
region with the lowest productivity (Figure 16.2). When
using GDP per worker rather than GDP per capita,
regional differences were less marked in Belgium,
France, Hungary, the United Kingdom and the United
States suggesting that the effect of commuting among
regions in these countries is particularly relevant (com-
parison between Figures 15.2 and 16.2).

While the range shows the difference between the
regions with the highest and the lowest GDP per
worker, the Gini index measures the regional dispari-
ties among all regions within a country. According to
this index Turkey, Mexico, Korea, Portugal and Canada
displayed the greatest regional disparity in GDP
per worker. On the other hand, regional disparities
were lowest in Spain, Sweden, Denmark and Italy
(Figure 16.3).

During the past ten years disparities in regional pro-
ductivity, as measured by the Gini index, have
increased in half of the OECD countries, the most in
Canada, Australia and Portugal. Over the same years
the Gini index decreased the most in Poland, Germany
and Spain (Figure 16.3).

Between 1995 and 2005 regional labour productivity
decreased in around 20% of OECD regions, most
diffusely in Mexico, Greece, Portugal, Italy, and Spain.
On the contrary, many regions in Poland and the
Slovak Republic increased the labour productivity
by more than 4 percentage points annually
(Maps 16.5-16.7).

To appreciate the economic implication of different
patterns of regional disparities, Figure 16.4 depicts the
proportion of workers living in regions with low pro-
ductivity (under the median value). This proportion
varies among countries, ranging from 25% in Japan to
almost 60% in Korea. Even in countries with similar
regional differences in productivity (as measured by
the Gini index), the proportion of people affected by
regional disparities is very different. For example
Portugal, Canada, Poland and Korea have similar Gini

index values for 2005 while the percentage of workers
employed in regions with low productivity varies
from 30% to 60% (Figure 16.4).

Source

OECD Regional Database, http://dotstat/wbos/, theme:
Regional Statistics.

See Annex B for data sources and country related
metadata.

OECD National GDP per capita, http://dotstat/wbos/,
theme National accounts.

OECD Total employment, http://dotstat/wbos/, theme
Annual labour force statistics.

Reference years and territorial level

1995-2005; TL3

Australia, Canada, Japan, Mexico and the United States
only TL2.

Regional GDP is not available for Iceland and
Switzerland.

Figure notes

Figures 16.1 to 16.4: USD constant PPP year 2000. Available data:
Denmark 1997-2005; Germany 1995-2004; Italy 2000-05;
Korea 1996-2005; Mexico 2000 and 2004; New Zealand 2000-03;
the Netherlands 1999-2005; Poland 1998-2005; Sweden
1999-2005; Turkey only 2000 and the United States 1997-2005.

Figure 16.2: As a percentage of national GDP per worker.

Figure 16.4: Low-productivity regions refer to those regions with
GDP per worker below the national median value.

Definition

Labour productivity is measured as the ratio of
constant GDP in 2000 prices, to total employment
where the latter is measured at place of work.

The Gini index is a measure of inequality among
all regions of a given country (see Annex C for
the formula). The index takes on values between
0 and 1, with zero interpreted as no disparity. It
assigns equal weight to each region regardless of
its size; therefore differences in the values of the
index among countries may be partially due to
differences in the average size of regions in each
country.

http://dotstat/wbos/
http://dotstat/wbos/
http://dotstat/wbos/
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16.1 Country average GDP per worker

Labour productivity varies greatly 
between the United States and Turkey.

16.2 Range in TL3 regional GDP per worker, 2005

Disparities in productivity among regions within countries 
were the largest in Turkey in 2005.
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16.3 Gini index of TL3 regional GDP
per worker

In 2005, Turkey, Mexico and Korea showed the largest 
regional disparities in labour productivity.

16.4 Gini index of GDP per worker and % of population 
in low productivity regions, 2005 (TL3)

35% of OECD workers are employed in regions 
with labour productivity below the national median.
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16.5 Annual growth of regional productivity: Asia and Oceania
Regional GDP per worker in constant 2000 USD (PPP), TL3 regions, 1995-2005

Australia and Japan TL2 regions.
1 2 http://dx.doi.org/10.1787/524746538431
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16.6 Annual growth of regional productivity: Europe
Regional GDP per worker in constant 2000 USD (PPP), TL3 regions, 1995-2005
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16.7 Annual growth of regional productivity: North America
Regional GDP per worker in constant 2000 USD (PPP), TL2 regions, 1995-2005
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Improving regional labour productivity: The role of employment and innovation

Regional differences in GDP per capita are mainly explained by productivity differentials among regions.
Labour productivity growth is considered a key indicator to assess regional competitiveness. Regional living
conditions are raised by continued gains in labour productivity, along with an increase in the labour force
participation. In fact only economies which manage to simultaneously sustain employment and productivity
growth will increase their competitiveness edge and maintain it in the long run. Between 1995 and 2005, OECD
labour productivity increased on average 1.5% annually. While many regions in Poland and the Slovak Republic
increased their labour productivity by more than 4 percentage points annually, labour productivity decreased in
around 20% of OECD regions, most diffusely in Mexico, Greece, Italy and Spain.

Rural regions on average increased their labour productivity more than urban regions (1.2% versus 1.0%)
signalling that rural regions are in the process of catching up. Labour productivity gains were larger in rural
regions than in urban or intermediate ones especially in Poland, Sweden, Germany, the Slovak Republic and
Korea (Figure 16.8). The process of catching-up in the labour productivity growth for rural regions with a
low base has been driven in many regions by a shift in employment towards higher-productivity activities.
The reduction of employment in agriculture, forestry and fishing sector between 1995 and 2005 was
especially intense (more than 30%), in the Slovak Republic, Poland and Korea, all countries which
experienced both positive productivity growth and larger growth in rural than urban regions (Figure 16.8).

Differences in labour productivity growth among regions are invariably the results of multiple factors,
including labour market policies and institutions (taxes, labour cost and wages setting, relevance of the
informal labour market, economic and institutional environment towards foreign investment and
migration, policies and investment in R&D, etc.). Innovation and the adoption of new technologies are
considered major determinants of productivity growth, in particular of the multi-factor productivity, that is
to say the component of output and labour productivity that is not accounted for by factor inputs. A
positive correlation is found among the OECD regions fast-growing in labour productivity (larger than their
national labour productivity growth) and in regional patenting activity, which confirms the positive impact
of knowledge-oriented activities and innovation systems on productivity (Figure 16.9).

16.8 Labour productivity growth 
by regional type (TL3), 1995-20051

Between 1995 and 2005, Greece had the widest disparity 
in GDP per worker growth across rural, 

intermediate and urban regions.

1. Only TL3 regions, therefore Australia, Canada, Japan,
Mexico and the United States are excluded. Values for
Turkey available only for one year.
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16.9 Labour productivity and patents 
in TL2 regions, 20051

Regional gains in GDP per worker
are positively correlated
with innovation output.

1. Only TL2 regions with labour productivity growth higher
than their national growth.
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