Productivity trends in regions

Labour productivity differences remain stark across
regions. On average, productivity in the top region is
nearly double that of the least-productive region. Despite
positive growth in the majority of regions, half of OECD
countries had at least one region with negative
productivity growth over the 2005-20 period.

Productivity is a key contributor to economic growth and well-
being. Labour productivity in OECD regions differs substantially
both between and within countries (Figure 1.11). On average,
within countries, labour productivity in the most productive
region is nearly double the productivity of the least productive
region. Differences are especially stark in Chile and Mexico: in
these countries, the most productive region is more than five
times as productive as the least productive region. Overall,
around 60% of workers across OECD countries live in a region
with productivity levels below the national average.

While productivity rankings within countries do not change
frequently, some were affected by the pandemic-related
economic disruptions in 2020. Within Italy, Calabria had the
lowest productivity level in 2019 but its decline in 2020 was
smaller than that of Apulia, which became the lowest-ranked
region within Italy that year. Similarly, the Canary Islands fell
below Murcia, Spain, due to the pandemic and Tasmania
(previously second from the bottom in Australia) swapped
places with the state of South Australia for 2019-20. Only one
country experienced a change in its top-ranked region: within
Canada, Alberta moved down from the top position to third in
terms of productivity levels in 2020 due to its disproportionately
large drop in GDP. These short-term productivity fluctuations
may reverse but longer-term changes are likely. On the one
hand, the dramatic rise of remote working has the potential to
increase productivity substantially, while on the other hand,
labour market disruptions from the pandemic and multiple years
of reduced mobility within and across national borders may
have enduring negative consequences for productivity.

Concerning productivity growth over the last 15 years, more
than half of OECD countries had at least 1 region with negative
productivity growth from 2005-20 (15 out of 26 countries with
regional data), while Greece and Italy had negative productivity
growth in all regions (Figure 1.12). In half of OECD countries,
the capital region had the highest labour productivity in 2020.
Despite the outperformance of many capital regions in terms of
productivity levels, in most countries, the highest rate of
productivity growth was in a non-capital region.

On average, the productivity of regions far from cities continues
to lag behind that of metropolitan regions, except in Korea. In
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the remaining 25 OECD countries, Belgium, Estonia and the
Slovak Republic have the largest disparities between
metropolitan regions and those regions far from cities, while
Norway, Slovenia and Spain have the smallest disparities
(Figure 1.13).

Definitions

Regional labour productivity Gross value added (GVA) per
worker, based on place of work. Labour productivity is
measured in 2015 constant prices, using OECD deflators and
converted into constant USD PPPs. Annual deflators are
measured at national levels.

Regions near metropolitan areas are TL3 regions in which
half or more of the population can reach a metropolitan region
with over 250 000 inhabitants in less than a 1-hour drive.

Source

Central Statistics Office of Ireland (n.d.), Redomiciled PLCs,
https.//www.cso.ie/en/interactivezone/statisticsexplained/
nationalaccountsexplained/redomiciledplcs/.

OECD (2022), OECD Regional Statistics (database), OECD,
Paris, http://dx.doi.org/10.1787/region-data-en.

Figure notes

1.11 and 1.12: 2020 or latest available year: 2019 data for CHE,
COL, GBR, NOR, NZL; 2017 data for JPN. TL3 regions for
Estonia, Latvia and Lithuania.

1.13: 2020 or latest available year: 2019 data for AUT, CHE,
DEU, ESP, FIN, GRC, ITA, LTU, LVA, NLD, NOT, POL, PRT,
SWE, USA; 2016 data for JPN. Productivity measures use
equal weights for each TL3 region. Countries are sorted in
ascending order of average productivity for regions far from
metropolitan areas. Ireland is not included in the analysis
because it has the starkest productivity differences across
regions, reflecting in large part the relatively high share of
multinational companies with significant intellectual property
assets with headquarters in (including those that have
redomiciled to) Ireland, and Dublin in particular (Central
Statistics Office of Ireland).
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Productivity trends in regions

1.11. Labour productivity regional disparities, large regions (TL2), 2020
GVA per person employed, thousands of (PPP-adjusted) 2015 USD
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Statlink sz https://stat.link/5r6sv4

1.12. Labour productivity growth across large regions (TL2), 15-year average rates (2005-20)
Annualised growth in GVA per person employed, thousands of (PPP-adjusted) 2015 USD
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1.13. Labour productivity by type of region (TL3), 2020 or latest year
GVA per person employed, thousands of (PPP-adjusted) 2015 USD
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