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This paper is based on a methodological proposal about productivity decomposition based on the linear similarity between the demand and supply driven models [Szigma 2001 1 & ERC/METU 1998].  This methodological proposal is translated here from the mathematical and technical presentation to practical conceptual understanding of the meaning of numerous paths that the relationship between sectoral output & employment is linked to the demand that each of the sectors is facing as well as to compensations received in each sector.

One way to decompose sectoral productivity is to underline the causes behind productivity generation, as labor reduction and output expansion.  This aspect is important when a country is facing such issues as population growth or unemployment.

Another way to decompose sectoral productivity is to follow the Taylor expansion of gross output as it relates to employment.  Using this method we are able to identify the induced, direct and indirect components of output productivity.  The induced productivity component relates the demand of final production and value added to employment.  This identifies the forces that cause productivity to generate and the sectors payments that benefit from productivity generation.  The purchases and sales in proportion to sectoral employment pinpoint the direct effect of the relationship between sectoral output and employment.  Finally, the indirect effect as it is decomposed to various rounds following direct purchases and sales, allows one to spot all of the spread of productivity spillover.

The production based analytical approach reveals the productivity generation as output which is produced due to the demand of final products.  The allocation focused supply driven model allows one to investigate the sectoral spillover benefits of productivity.  The combination of the demand and supply driven models are natural results of the linear similarity that relates the two models.  As a result, each round of a Taylor's expansion indicates identical overall productivity in both production and allocation activities.  However, the interesting aspect that emerges from the above implication is that the decomposition of the identical productivity measurement in each round is decomposed differently in the production based analysis than from the allocation focused examination.

The change of productivity between the years where input / output tables exist and the magnitude of productivity change are examined side by side.  The productivity change is particularly important when the decomposition of output generated productivity and labor reduction productivity are taken into account.

Greece and Turkey are both NATO members, one, Greece, a member of the European Union, the other, Turkey, in a preparatory phase to enter the Union.  One country, Turkey, is experiencing population growth, and thus is facing unemployment pressures.  The other country, Greece, has now to confront issues of immigration, a reversal of the phenomenon of emigration of the past, although she is still facing unemployment problems due to structural difficulties.  The comparison of the intersectoral structure between these two neighboring countries serves as a basis in explaining their similarities as well as their difference in terms of output productivity.
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