Consultation on balanced estimates of regional gross value added
Summary of responses and resulting ONS plans

We consulted on…
Gross value added (GVA), the amount by which the economy grows due to the production of goods and services, can be measured using three different approaches, known as the income approach, the output (or production) approach, and the expenditure approach. In the UK Regional Accounts we currently measure regional GVA using both the income and production approaches. We don’t use the expenditure approach because it includes the imports and exports of goods and services, which are difficult to measure between regions. 
Using two different methods to estimate regional GVA gives us two different answers to the question of what is GVA in any given region, which can cause some confusion as people lack any clear basis for choosing between the two. We have therefore developed a ‘balancing process’ to take the strongest parts of both existing measures and use them to create a single balanced estimate of regional GVA, which represents our best estimate of the true value of GVA in any region.
This development uses a new process that has never been used before. While we believe it to be a good method, we wanted to give others the opportunity to give us feedback on the method and its results. In this way we hoped to learn about people’s concerns so that we can guide our development effort to addressing any issues people raise. We produce these statistics to meet user needs, and this is a way we can identify how well those needs are being met.
The consultation aimed to gather views on the new development that the Office for National Statistics has created to produce balanced estimates of regional GVA, and for the future of those estimates. We asked for some information about the respondents, about their use of our outputs, the methodology being used, and their views on the presentation of these statistics.

The result in brief
The consultation ran from 25 August 2017 to 30 September 2017 and gathered responses from a wide range of people representing central, local and devolved government, private companies and think tanks, universities and schools. We are satisfied that the response received provides a representative sample of the views of our users and other stakeholders across the UK.
The results show an overwhelming support for the introduction of balanced estimates of regional GVA, and further suggest that the majority of users are satisfied with the method used and the proposed presentation of the statistics. 
Respondents were a little less certain that the test results shown were of sufficiently good quality, which is unsurprising considering the known issues with the test dataset, and there were mixed views on the value of continuing to present the pre-balanced income and production estimates.
As a result we can now confirm that the first publication of balanced estimates of regional GVA as experimental statistics will take place on or around 13 December 2017. The pre-balanced income and production estimates will continue to be made available at least while the balanced estimates remain experimental. 
1. Overall response numbers
We have received 23 written responses, via the online survey and by email. In addition, we met with many other stakeholders to present our consultation and listen to their views, at events held in Belfast, Birmingham, Cardiff, Edinburgh and London.
We received written responses from the following organisations:
Centre for Cities
Department for Communities and Local Government (DCLG)
Department for Digital, Culture, Media and Sport (DCMS)
Dorset County Council
Greater London Authority (GLA)
HM Treasury
House of Commons Library
Northern Ireland Statistics and Research Agency (NISRA)
North East Local Enterprise Partnership
Oxfordshire County Council
Scottish Government
Sheffield City Region Combined Authority
Stirling Council
TheCityUK
Ulster University Economic Policy Centre

We also received personal responses from the following:

A data analyst working for the D2N2 Local Enterprise Partnership (LEP)
A lecturer working at the University of Strathclyde
A retired statistician
A student from Boroughmuir High School, Edinburgh
Two statisticians and one economist working for NISRA

Additional organisations represented in face-to-face meetings:

Belfast Chamber of Commerce
Belfast City Council
Birmingham City Council
Black Country Consortium Local Enterprise Partnership
Ernst and Young, Northern Ireland
Leeds Open Data
London School of Economics
Solihull Council
University of Birmingham
Warwickshire County Council
Warwick University Business School
Welsh Government
West Midlands Combined Authority

2. Uses of regional GVA statistics
The first thing we asked about was what people use our GVA statistics for, to better understand the context within which each respondent was answering the other questions. The information collected also provides a useful summary of the wide range of activities these statistics help to inform.
In no particular order, uses noted include:
· Economic analysis of the regional area.
· Economic analysis of UK regional economies, nowcasting, forecasting etc.
· GVA is a part of sub-regional economic assessment and serves as a basis for economic dynamics of the LEP and its administrative components. I perform benchmarking to other LEP areas (or counties, depending to the level of analysis) as well as spatial, sectoral and trend analysis.
· I also use GVA for analysis of sectoral concentration using location quotient and comparing it to the national level.
· Supporting policy teams around decentralisation and local growth issues.
· We have started to use regional GVA statistics for each of our sectors - civil society, creative industries, cultural sector, digital sector, gambling, telecoms, sport and tourism. This allows us to see the regional variation in the economic contribution of each of our sectors, and sub-sectors. Our sectors are defined at a 4 digit SIC level, and so using the Annual Business Survey to apportion aGVA to each 2 digit SIC in national accounts is required.
· We produce an annual report analysing employment and GVA in regions and sub-regions in the UK for finance and related professional services namely legal, accountancy and management consultancy.
· Economic growth strategies and monitoring of growth targets, as well as wider labour market Information which we disseminate to local stakeholders.
· The House of Commons Library provides research, information and analytical services to Members of Parliament to assist them in their work. This includes providing briefings, information and statistics on a wide-range of topics; MPs can ask the Library virtually any question. The Library produces independent and impartial work, which is used to assist policymakers and to hold policymakers to account – a crucial part of the democratic process.
· Regional GVA statistics provide important information on economic conditions, growth rates and industrial structures in regional and local areas. In addition, the data in the release are used to calculate regional and local productivity statistics. These measures allow MPs, either directly or via our analysis of the data, to be better informed about the economy in their part of the country. We answer questions MPs have in these areas and also publish briefing papers which are available for all to view and use (these are also on the internet) based on the regional GVA release. For example, the Library briefing paper Regional and local economic growth statistics.
· We use them for regional economic analyses and comparisons. They are an important part of our Supply and Use tables for NI. We also use the Regional GVA industry weights in our NI output surveys such as IOS, IOP and NICEI.
· Industry GVA is a key component used to weight industrial output in the Northern Ireland Composite Economic Index. 
· Detailed industry level GVA and income components form key inputs to our supply-use tables which we constrain the regional accounts estimates for coherence.
· Northern Ireland Economic Accounts.
· For Input into Supply and Use Tables and for answering general queries.
· Whilst we make limited use of the regional data, we use the sub-regional data to better understand our area in terms of value, particularly by industrial sector. We need to be able to identify and support both struggling sectors and also growth sectors. This helps us promote the area for inward investment and also helps us to provide the right services. GVA data is also used by forecasting houses such as Cambridge Econometrics to feed into local level projections which we purchase.
· We use them for many purposes, e.g. growth in a single region, comparisons of growth between regions, and comparisons of output per head of the population or per worker or per hour worked.
· The GLA strongly welcomes the new balanced estimates for GVA. Regional GVA statistics are a vital component of GLA Economics’ planning and forecasting work. At their most basic level, regional GVA statistics provides us with a more complete understanding of London’s economy (see, for example, our publication summarising regional GVA trends in London: Regional, sub-regional and local gross value added estimates for London, 1997-2013,  https://www.london.gov.uk/business-and-economy-publications/regional-sub-regional-and-local-gva-estimates-london-1997-2015), which is then used to feed into the formation of a number of GLA policies.
· GLA Economics also uses regional GVA statistics to provide our own estimates for quarterly growth in London’s economy (see: Modelling real quarterly GVA data for London, https://www.london.gov.uk/sites/default/files/current_issues_note_50.pdf) and to feed into our economic forecast model (for further details see: London’s Economic Outlook Spring 2017, https://www.london.gov.uk/sites/default/files/leo-spring-2017-final.pdf) which provides our medium-term planning projections. This forecast is used extensively in planning decisions made by the Mayor and wider GLA Group, including Transport for London.
· Additionally, the historic regional GVA data also feeds as an input into a number of other outputs from GLA Economics (see, for example, the latest long-run employment projections for London where regional GVA fed into their production: London labour market projections 2017, https://www.london.gov.uk/what-we-do/business-and-economy/london-labour-market-projections-2017).
· Regional GVA statistics are an essential input into our Scottish GDP system and our Scottish National Accounts. The detailed estimates feed into our income-based estimates of GVA and, with minor adjustments, are used to estimate our income components of our Supply Use matrices. These, in turn, are used to provide the weights for our GDP system which are needed by arguably the most important statistics, constant price GDP, produced by the Scottish Government.
· Regional GVA statistics are also used for analysis and briefing by statisticians and economists regarding both sub-Scotland analyses, and comparisons between Scotland and other parts of the UK. We also have a particular interest in the Extra-Regio geography!
· To look at the size and productivity of different parts of the UK economy.
· In HM Treasury we primarily use regional GVA statistics to inform government policymaking and communications. 
· Specifically, we monitor the macroeconomic performance of different parts of the country, and assess areas' strengths and weaknesses. As well as GVA and GVA per head, we regularly use its dependent products such as regional productivity. The sector splits of regional GVA are often of interest to colleagues and stakeholders working on specific policy areas.
· Ministers and colleagues are often interested in growth as well as levels, particularly over the most recent year or under the current government. We have therefore decomposed regional GVA and productivity growth to illustrate which sectors are driving differences in regional growth from year to year. 
· We use different levels of geographic disaggregation, including NUTS 1, 2, 3 and local authority level. City region data has also become increasingly important as a result of devolution deals to cities.
· International comparisons are also a common area of interest, so we also use the regional GVA estimates indirectly via Eurostat and OECD regional GDP databases. 
· An example of where we have used the regional GVA figures publicly can be found in the Northern Powerhouse Strategy: https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/571562/NPH_strategy_web.pdf  
· We have also used the regional GVA components to explore the headline regional GVA figures in more depth - for example, calculating a rough estimate of regional labour compensation shares, or isolating the impact of rental incomes on regional GVA.
· At present we tend to use the Income measure of regional GVA due to its National Statistics accreditation - this is particularly important when referring to statistics in external communications such as speeches, press statements, publications and correspondence.  
· We have looked at the Production approach when we are particularly interested in regional growth, but even then we have sometimes taken the Production approach deflators and applied them to the Income approach GVA figures for our internal analysis. We have done this on the basis that we have more confidence in the Income approach GVA estimates, even if strictly speaking it does not make sense to apply the deflator in this way. A balanced approach that benefits from the strengths of both approaches is therefore of great interest to us.
· As a local enterprise partnership, we use regional GVA, alongside a range of other datasets, to understand our local economy and how it is changing over time.  The industrial breakdown within the regional GVA(I) dataset provides useful data on the contribution of different sectors to the North East economy.  
· The North East Strategic Economic Plan includes 6 targets, including a target to reduce the gap in GVA per FTE job with England excluding London by 50% by 2024.  Regional GVA statistics enable us to track progress against this target.
· We are active users of the regional GVA statistics, particularly the income approach at NUTS3 level and LEP level (which for Oxfordshire are in any case coterminous). 
· We use this in particular to demonstrate Oxfordshire's economic success in terms of growth rate since the recession, but also as the basis for discussions around our productivity growth lagging our overall growth (i.e. it appears on the face of it that an appreciable part of the latter is people working longer hours / higher jobs density / inward migration, rather than growth in value per hour worked), and to some extent for sector analysis.
· I used the GVA per head and GDHI per head figures to compare the City of Edinburgh to the Rest of Scotland and the UK as a whole in a school project.
· My interest is purely methodological.



3. Other needs not currently being met
We asked respondents to tell us about any other needs they had that were not currently being met by our regional GVA statistics. This is to help us identify any further developments that we might look to introduce in the future, and to help us prioritise them according to user need.
Again, in no particular order, they told us:
· We appreciate the trade-off in terms of timeliness and quality of data but providing more timely real-terms growth figures would be useful (current data will be 2+ years old by December). The ONS’s planned real quarterly regional growth figures are therefore a welcome development.
· In an ideal world, regional GVA would be more timely - i.e. we would not have figures for 2016 etc.
· It's very useful to have the new GVA dataset which goes to local authority level (income approach, current basic prices). It would be even better if we had a wider range of industrial breakdown at this geography please. As always for local authorities, we really need data at low geographies to help us understand small areas. Whilst we realise there can be limitations in the estimates, at least there is consistency in the way they are produced which allows comparison and benchmarking with other areas.
· Smaller geographies and finer sector breakdowns would be fab (appreciating that this is no easy task).
· I would like to drill down specifically to a City Region (Stirling City Region). Or alternatively, a better functional economic development area, that just Local Authority.
· A more fine-grained analysis by industry divisions and local authority would be welcome. Inflation adjusted, ready to use series would also be useful.
· What I also wish was possible is automatic updates of my analysis as new data become available. This can be done easily if your data was available through data streams or other APIs. For example, I would like to set up all the analysis pieces mentioned in question 8 and add any new data as it becomes available. This can be easily accomplished by using Excel's PowerPivot functionality or Microsoft's dedicated PowerBi software or web service. All that's needed from you is a way to establish a connection to your database (through open database connectivity or a custom connector).
· It would be useful to have these balanced estimates on a consistent basis back to 1966 (consistent with the data already published by ONS). In addition, having the revisions triangles for each series available with the release of regional GVA would be very helpful. Finally, quarterly estimates of GVA are really important, and going back to 1966 would assist with a wide range of macroeconomic analyses with time series methods.
· City-level data. Mayors want it, Ministers want it, we want it. The more granularity (or different ways of cutting it e.g. by LEP vs LA vs other subdivisions) the better.
· We are only just starting to use regional GVA for our sectors, and plan to publish the regional GVA for DCMS sectors publication in early 2018. We will publish this as experimental statistics and ask for feedback from users at the time. This will give us a better idea on if there are additional wants/needs. Currently however we have no further requests.
· There aren't sub-regional estimates for the finance and related professional services (namely legal, accountancy and management consultancy) industries though we use our own methodology to calculate them.
· The SCR has its own definition of sectors, based on SICs. It is useful to have the breakdown of GVA per hour / per head by LA, LEP and Combined Authority for all SICs so that we can aggregate accordingly. Alternatively, if disaggregation by SIC leads to disclosive data, perhaps a strategy around delivery of these measures aggregated to our sectoral definition could be found. At present, the standard aggregation (by SIC letters) is not always useful at the local level.
· Would be good to have explanation of when to use each measure.
· The GLA requires quarterly estimates of regional GVA. At present, we produce these estimates ourselves, but would strongly favour using ONS estimates if these were produced in the future. The GLA would also like more timely estimates of regional GVA. While we welcome the estimates of GVA at local authority level, we would also encourage the ONS to continue its work on calculating GVA at a lower level geography.
· Not immediately. We very much welcomed the new figures for local authorities in Scotland and we know that they have generated a lot of interest. We also welcome future work on flexible geographies especially building new geographies from small building blocks - but we do recognise that there will be important issues to consider such as the difference between residence and workplace -based estimates to make sense for smaller geographic areas.
· We would like to be able to see more detailed sectoral data, particularly where estimates already existing in the Annual Business Survey or similar sources. 
· When the ONS does not publish estimates that are disaggregated at either a geographic or sectoral level, it is likely that third-party users such as academics and think tanks will access the microdata and produce disaggregated estimates themselves, often presenting them as fact rather than highlighting the uncertainties. We would rather that the ONS publish data at this level of detail, highlighting caveats as appropriate, rather than allow other organisations to put them into the public domain. 
· Recent publications of regional services exports and regional public sector finances have made progress in this respect; prior to ONS publication, both had been estimated by third parties without being subject to detailed scrutiny.
· We would like to be able to offer policy makers a more regular and timely indication of how regional economies are performing. They are used to quarterly GDP data and monthly surveys for the UK as a whole, so are less likely to engage with the annual and lagged regional GVA. There is a risk that other indicators which are available monthly but which are less comprehensive measures, such as Regional PMIs, are focused on instead. The ONS' work to develop regional short term indicators is therefore very welcome.
· We would like to be able to have a more accurate picture for real growth and levels in regional GVA than we are able to at present. This is described in more detail in the following questions, but we are particularly concerned that London's GVA growth has been overstated as a result of high growth in rental prices over the past few years. This would only be partly controlled for by regional deflators that take account of the sectoral composition in each region, so aiming to increase the amount of genuine regional price data in regional deflators would be helpful.
· Would be interesting to be able to understand better commuting patterns when looking at GVA and household incomes in cities.
· We would welcome more detailed industrial breakdowns. More generally, we would also welcome more timely release of data and for GVA (P) to be made available at NUTS 3 level as many LEPs (including the North East LEP) cut across NUTS 2 geographies.
ONS response
Many of these responses contain common needs: for more timely data; for a greater industrial breakdown; and for more disaggregated regions. Some of these needs will be met by future ONS development projects:
· The Regional Short Term Indicators (RSTI) branch was set up in 2017. Their objective is the creation of quarterly real GVA growth series for the nine English regions, with the first regular experimental statistics to be published in December 2018. Estimates will be published approximately 90 to 110 days after the end of the quarter.
· Work is ongoing on the regional accounts Flexible Geography project. We have already made some progress on this by producing annual estimates for local authority level areas. We hope to publish balanced data at this level alongside the regular publication in December, or if this is not possible, as soon afterwards in January. 
· The next steps for this project are to use administrative data (e.g. VAT, PAYE) to create estimates for even smaller geographies to produce a set of low-level building blocks from which any user-specified area of interest can be constructed.
In addition, users may not be aware that regional GVA estimates are available on the NOMIS website. NOMIS has its own API, and also allows the slicing of variables and regions for downloads.

4. Is having a single balanced estimate of regional GVA a good idea?
We asked respondents to answer a simple Yes/No question to indicate whether or not they supported the production and publication of a single balanced estimate in place of the existing income and production measures. We also asked them to provide the reasons behind their decision. 
Of those who provided a written response on behalf of an organisation:
· 14 were in favour of balanced GVA
· 1 was undecided
· 1 was opposed to balanced GVA
Of those who provided a personal written response:
· 7 were in favour of balanced GVA
Everybody we met in face-to-face meetings expressed their support for the balanced estimates.
· 13 additional organisations were in favour of balanced GVA

The reasons given by those in favour of balanced GVA included:
· This would allow for the decision of either income or production based to be chosen for me and weighted more precisely.
· It is generally a good idea if it provides a more accurate estimation than other methods. Having another estimator in addition to existing methods could be more confusing to end users of data analysis.
· This avoids having two different types of measures with different results, and therefore confusion over which is best suited and why.
· It is more helpful for non-analysts (e.g. other policy officers or politicians/decision makers) to have just one measure to use. It is confusing to have a range of measures, even if this is the more technically accurate method.
· We believe it is a good idea in principle. However, would it not be sensible to wait for the new VAT admin data to be included? At face value at least, this promises to provide a more robust data source, in particular for smaller geographies. When this is eventually incorporated next year (presumably) then there is also a risk of another revision to the data, itself newly published in December this year.
· One official figure is easier to explain to users.
· Steadier, better quality, more consistent, easier to explain to users.
· We want the best possible estimates of GVA with the least confusion.
· GLA publications currently include both ONS GVA estimates in order to provide users with the most complete picture of London’s economy. However, the presence of two measures can be confusing for users, who are uncertain of which measure to use. A single balanced measure of regional GVA will reduce confusion and provide users with a clear basis for selecting one measure over the others.
· Users want data that can be easily understood and explained. Having two separate measures makes it difficult for users to decide which is the correct measure to use.
· Makes use of the greatest amount of data.
· It is potentially confusing for users to have two different estimates for the same thing (3 if you count our own Scottish GVA estimate in addition). It makes perfect sense to produce a balanced estimate somewhere between the two which uses a weighting based on the relative strength of each. It is likely that the balanced estimate will be nearer the truth - and the best starting point for applying deflators to produce estimates in constant prices.
· Better one good measure than two different ones and not knowing which one is best.
· This would increase options available to those using GVA statistics and allow comparability with UK data.
· Balancing helps to reduce the variance, and possibly any bias, of the final estimates by using the combined strength of independent estimates from different sources.
· The main benefits that we anticipate from a single balanced estimate of regional GVA are:
1) A core estimate of 'real' Chained Volume Measure regional GVA. Although this is currently available as part of the Production approach to regional GVA, the experimental nature of the Production approach to date has undermined our confidence in using these statistics, instead applying either the national GVA deflator or the Production approach regional deflators to the nominal regional GVA figures from the Income Approach, to provide a rough estimate of real regional growth.
2) Increased input information leading to less volatile estimates and smaller revisions. We hope that by incorporating data from both the Income and Production approaches and adjusting them for their relative quality, the resulting balanced measure of regional GVA will be less subject to sampling variability year to year, and closer to its 'true' value in its provisional form with smaller data-driven revisions than occurs at present.
3) Clarity for users. A single balanced approach will prevent us having to try and explain to Ministers and colleagues why we are having to brief them on two separate measures of regional GVA within a week of each other. The more analogous the regional GVA figures are to the National Accounts, the better.
The reasons given by Ulster University Economic Policy Centre for being undecided were:
· Hesitate to give a definite "yes" or "no". If the exercise represented taking the more reliable indicators from both and then amalgamating I would say "yes" but I'm not sure that has yet been achieved. Given that doubt, I wonder if what has happened is that we now, in practice, have a third measure alongside the two traditional ones.
The reasons given by TheCityUK for being opposed to balanced GVA were:
· No particular preference. Was happy with last year’s statistics and it’s easier if methodology isn't changed and we did calculations based on last year's.

ONS response
The level of support from users and other stakeholders is quite overwhelming, and gives us a clear steer that people very much want the certainty and consistency that comes from having a single measure that everyone can agree represents the best estimate available. 
The doubt expressed by Ulster University seems to be more about the method used than the provision of a single balanced estimate. TheCityUK will be able to continue using the pre-balanced income measure if that is their preference, since we intend to continue to publish both of the existing estimates at least until the balanced estimate becomes a National Statistic.
For clarification, VAT data will be used in this December’s publication to project forward the unbalanced year of GVA(P). Further use of VAT will come in 2018, when we intend to make use of the extensive coverage of the data to create smaller geographies from the balanced estimates.



5. Does the method we are using appear sound?
We asked respondents to give us their views on the method we have used to calculate the balanced estimates, because it is a new approach and we want to make use of others’ expertise to help us identify any scope to improve the method in the future. 
Of those who provided a written response on behalf of an organisation:
· 14 thought the method was sound
· 1 was undecided
· 1 thought the method was flawed
Of those who provided a personal written response:
· 5 thought the method was sound
· 1 was undecided
· 1 thought the method was flawed

Comments provided by those who thought the method sound included:
· Will you continue to publish the non-balanced estimates?
· I would expect a methodology paper published alongside the release, and outlining the differences in approaches in terms of the regional GVA figures that are published, e.g. does the new approach mean figures are higher? Also time series should be updated so that comparisons can be made over time.
· The approach seems sensible and well thought through. It seems counter-intuitive to have the quality measures not sum to 1, though I assume the weights all add to 1.
· Weighting and estimating up from the two measures seems to be a reasonable approach, but I'm not expert enough to comment on the methodology in detail. Hopefully you will have responses from statisticians/mathematicians with more to feed back.
· While the GLA is broadly satisfied with the method used, we would like to reiterate our calls to the ONS to improve the accuracy of their regional apportionment of financial services, which is of particular significance to London. We are aware that this is something that the ONS is working towards and we look forward to seeing the results.
· No serious concerns - the method proposed that takes into account the strengths of both estimates (based on their coefficients of variations) and producing a weighted estimate seems very sensible. There will clearly be opportunities in the future to make further refinements to the methodology and to incorporate local knowledge as an input. 
· The re-weighting of the low level estimates to ensure aggregates agree with the Blue Book totals is also a sensible approach.
· I have no specific expertise in this so have to bow to your knowledge and experience.
· Appears logical but outside my technical expertise. Would be useful to be able to access a more detailed methodology including discussion of potential implications of key methodological decisions.
· I am satisfied with the methodology as explained in the consultation, but as the balanced estimate is introduced it will be vital to continue to be transparent about how it is derived from the Income and Production estimates, and how it is performing.
· We welcome efforts to make the statistics more timely by projecting forwards the Production estimate by one year to produce a provisional balanced estimate, but this needs to be monitored to ensure that it is a better approach than simply using the Income approach for the provisional year: in other words, that the balanced estimate adds useful information rather than noise.
· This applies as a more general point: the balanced estimates ought to increase the accuracy and quality of regional GVA data relative to the separate Income and Production approach estimates. If year-to-year changes to the automated balancing were to increase the volatility of the balanced estimate relative to, say, the Income approach on its own, that would be undesirable. 
· It would therefore be helpful, at least in the early years of the balanced regional GVA publication, to clearly show how regional GVA levels and growth from the balanced estimate compare to the regional Income and Production approaches using the previous methodology. This should not only show the paths of Income and Production approaches relative to the balanced approach as released alongside the consultation, but also how the revised estimates compare to the previous year's provisional estimates for the different approaches.

Comments provided by those who were undecided included:
· I am not aware of the full estimation process, and therefore cannot judge the adequacy of the new balanced method or the reliability of the new weighting system.
· Again, I'm ambivalent. I note that UK weights were used to weight the components - I can see why because of the problem of being "recursive" but there is no particular reason why the UK weights should align with the structures of all the regional economies. Could be differences and sometimes those could affect the measurement of the aggregate GVA.

Comments provided by those who thought the method was flawed included:
· The approach to balance regional GVA appears to be based on using the same data sources as is currently published in two formats GVA(I) and GVA(P), without any additional or improved data sources. The same issues currently present – no regional price data, single deflation etc. – will still be present in the new data, albeit perhaps mitigated to some degree. 
· The new approach involving assigning quality metrics to data sources appears to be somewhat arbitrary even if these are based on the expert judgement of ONS methodologists. 
· The quality metric used is a nearly linear function of cv. This is not a good function to use because cv's are not additive. It would be better to use variances, which are additive, as the basis. Variances are also more stringent in giving less credence to the most unreliable components.
· The quality metric is based on subtracting 2cv from 1. The constant 1 acts as a dampening factor on the resultant balancing weights. If cv's are small, the metric will produce roughly equal weights for the production and income measures, even if their aggregate cv's are very different.
· Using the national rather than regional weights for the balancing process adds unnecessary bias to the estimates and may dampen or remove genuine differences between regions.
· Applying a "C rating" to provisional year production estimates is crude and has no valid justification. A better approach would be to examine historic differences between provisional year estimates and later estimates to calculate the additional variance arising from these differences.

ONS response
We are grateful to respondents for providing such a range of observations and questions about the method used. Many of these points will need careful consideration and involve discussions with our own methodologists. It would therefore be impractical for us to attempt to respond to them all in this summary document.
However, some can be responded to immediately, for clarification:
· We will continue to publish the non-balanced estimates, at least while the balanced estimates remain experimental statistics.
· We will provide a link to the methodology article published with this consultation in the statistical bulletin we publish in December 2017.
· The balanced estimates will be presented as time series going back to 1998.
· The paired aggregate quality measures are scaled so that they sum to 1 in the process of informing the weighted arithmetic mean of the income and production estimates. 
· A review of the finance industries is currently underway, seeking to identify new and improved data sources for the regional measurement of these activities. It is likely that any such improvements will be implemented in December 2018.
· We intend to monitor the revisions performance of the preliminary year projection of GVA(P) carried out using VAT turnover growth. This approach has already been used successfully in our household disposable income statistics, where growth in earnings and employment from survey data is used to project forward income data from PAYE records.
· We recognise that the use of national weights for components’ contribution to total GVA lacks the facility to adapt to regional variations but, as noted in the article, we cannot use regional weights without those weights being changed by the balancing process itself, which would result in the process entering a never-ending loop.
· As noted in the article, the data used to create the test results had no provisional year production estimates, so we were forced to ‘roll forward’ the last year’s regional shares and apply these to the provisional year national total. The assigning of a “C rating” was to recognise this as a poor substitute for the projection based on VAT turnover that will be used in December 2017 (which we have assessed as a “B rating”). It is not possible to examine historic differences between provisional and later estimates because there are no historic provisional estimates to examine.



6. Do the test results appear to reflect economic reality?
We asked respondents to give us their views on the accuracy of the test results as a representation of what is really going on in the economies that they have an interest in monitoring. We were interested in finding out how well the balanced estimates fit people’s perception of economic reality, and in identifying any particular issues and concerns about the results.
Of those who provided a written response on behalf of an organisation:
· 9 thought the test results were realistic
· 6 were undecided
· 1 thought the test results were unrealistic
Of those who provided a personal written response:
· 5 thought the test results were realistic
· 1 was undecided
· 1 thought the test results were unrealistic



Comments provided by those who thought the test results were realistic included:
· No concerns but we will be investigating why there are differences in certain sections when results are revised in December.
· Again, the GLA is concerned that the measurement of the financial services industry is less accurate than for other sectors and welcome the fact that the ONS is continuing to improve the regional apportionment of GVA in this sector. The GLA would also like to express its desire for the ONS to continue its work on estimates of Real estate output as we currently believe the current estimate may be producing a distorted picture of this sector.
· There are some issues with GVA(P) figures in NI from 2010/11 to current as there are some divergence with the GVA(I) figures at an industry level. It would be useful to have some further investigation as to why this would be the case.
· No concerns, but we will feed back very detailed comments as part of the peer review process in November and December to compare your estimates with ours and our own local knowledge.

Comments provided by those who were undecided included:
· The aggregate estimation results for the old and the new method were provided. I am not sure the chosen weights are equally applicable at every level of aggregation (industry and geography). That said, I do trust the methodologists to produce a better, unbiased estimate.
· I am unable to provide a response for this because these test results do not go down to a low enough level for them to be applicable to DCMS sectors.
· I'm unsure because we don't usually look at the NUTS2 level. I'm a little surprised to see a fall in SIC26 Manufacture of computer, electronic and optical products, but that could be the influence of combining with Somerset.
· Again, unsure, it looks as though for the NI region the adjustment to the balanced measure is small but then that may just reflect that in recent years the two measures were themselves broadly similar (that has not always been so throughout the last 10-15 years).

Comments provided by those who thought the test results were unrealistic included:
· We do not have a particular region of interest, as we are interested in all areas. Having looked at the data though, it is not obviously clear that the balanced data is less volatile or accurate. To take an example, in London real GVA growth was 6.6% in 2014 (highest in the UK by some distance) but just 0.3% in 2015 (lowest in the UK by some distance). This at face value seems a little strange and does not appear to be an issue with the deflator. I note that, using current price figures, the income approach shows London’s GVA rose by 3.4% in 2015 and by the production approach it is 3.6% - but the balanced approach is 1.3%. Perhaps this balanced figure is more accurate, but it seems worthy of further investigation.
· I have no familiarity with actual data but my objections to the method used, as outlined in my response to question 11, provide prima facie justification for believing that the test results would not accurately reflect economic reality.

ONS response
We are substantially reassured that so many of our respondents think the balanced test results provide a reasonable reflection of economic reality in their region(s) of interest. As noted earlier, the results for 2015 in particular were produced using an interim method that is inferior to the method that will be used in live production. There are also some other known issues with the test dataset, many of which should be addressed by improvements to be introduced in the December publication.
Readers may be surprised to learn that we made no manual interventions to the test results prior to publishing the consultation. In the normal course of events we would seek input from our peer review network of experts around the countries and regions of the UK, and may make manual interventions (“quality adjustments”) in response to the concerns they raise. For the purpose of the consultation, however, we wanted to gather people’s opinions of the raw data, as we felt this would make it easier to identify any issues.
One further issue warrants a direct response. Some stakeholders have noted an unusual movement in the balanced test results for London, which is coming from the finance industry. As noted earlier, we recognise that our measurement of this industry is far from ideal and have a review underway seeking improvements. We have also discovered an error in the test results for the finance industry in 2014, which caused many regions outside London to have a reduced value in 2014. When the regions were constrained to again sum to the national total, most of these reduced values were raised back to normal levels, but London, which had not been affected by the error, was then raised to an even higher level, resulting in an erroneous peak in 2014. This error will be corrected for the publication in December 2017.


7. Do our publication plans meet your needs?
We asked respondents if the plans we presented in the article for the presentation and publication of balanced regional GVA met their needs as users of the statistics. If not, we asked what else they would like us to provide to better meet those needs.
Of those who provided a written response on behalf of an organisation:
· 12 said the plans met their needs
· 3 were undecided
· 1 said the plans did not meet their needs
Of those who provided a personal written response:
· 7 said the plans met their needs

Comments provided by those who said our plans met their needs included:
· I hope the timeliness of the LEP level data will be improved as well.
· Keep publishing the separate estimates as well.
· The SCR has its own definition of sectors, based on SICs. It is useful to have the breakdown of GVA per hour / per head by LA, LEP and Combined Authority for all SICs so that we can aggregate accordingly. Alternatively, if disaggregation by SIC leads to disclosive data, perhaps a strategy around delivery of these measures aggregated to our sectoral definition could be found. At present, the standard aggregation (by SIC letters) is not always useful at the local level.
· You mention that in step 5 of the process in calculating the balanced GVA figures, that you would “address anomalous results”. It would be very useful if you detail if and how much intervention was used in the compilation of the final figures.
· Given the new methods used here, we think it would be appropriate for the new balanced GVA figures to be experimental statistics.
· We welcome that the production-based estimate has been brought forward a year and that the balanced estimates will be available for 2016. We would like to see balance local authority estimates as well on the same basis, but this need not necessarily be in December.
· I think the local authority data will be good for geography projects.
· The approach you set out appears to be reasonable. We understand the reasons for limiting it to NUTS2 (i.e. we assume we would be able to access a Thames Valley number but not an Oxfordshire number).
· We would be concerned if this led to NUTS2 data being seen as a "gold standard" and therefore the NUTS3 income approach statistics being in some way devalued or at a later date discontinued. On the basis of the suggestion that calculations based on an aggregation of smaller areas will be provided, we are optimistic that this is not what the ONS intends, and we support the development of those measures.
· If at some future date it were considered possible to assemble the new measure at the NUTS3 geography with a reasonable degree of accuracy this is something we would strongly support.

Comments provided by those who were undecided included:
· We would welcome a discussion with the ONS team post publication to understand if the method for producing DCMS regional GVA estimates remains (i.e. using ABS data to apportion the 4 digit aGVA to the 2 digit regional GVA estimates).
· We welcome this development and hope that it will lead to better information available at local authority level.

Comments provided by those who said our plans did not meet their needs included:
· Actually, the vast majority of the proposed presentation is excellent, and the only output I would add is GVA per head as a Chained Volume Measure, which I could not see in the balanced output example provided with the consultation. 
· Presumably it is possible to calculate this by deflating nominal regional GVA, dividing it by regional population, and then showing it relative to an index year as with the total regional GVA estimate.

ONS response
Again, we are reassured that the majority of user needs appear to be met by our existing plans. Many of the comments received relate to the smaller levels of geography that are only indirectly served by the introduction of balanced regional GVA in December 2017. However, we do plan to explore the expansion of both the more detailed industry breakdown and the provision of ‘real’ GVA chained volume measures as part of our Flexible Geography development project. We hope to be able to introduce these further enhancements, at least for NUTS3 and LA levels, in December 2018.
Additional points, for clarification:
· It is difficult to disentangle the rather complex process of compiling regional GVA estimates in order to report the impact of manual interventions, as these can and do occur at various stages of the process, and they do not have a direct linear impact upon the final estimates. 
· We do intend to publish the balanced estimates initially as experimental statistics. The UK Statistics Authority’s Office for Statistical Regulation is currently carrying out an assessment of all our regional GVA statistics against the Code of Practice, and it is possible that the balanced estimates could become National Statistics as early as December 2018.
· The aim is to draw the balance at the NUTS2 level, since that is the most detailed level shared by both existing measures, but then to feed the balanced estimates back into all the other levels and components. What we hope to publish in December will include everything from NUTS1 down to LA level on a consistent balanced basis.
· The method used to derive GVA estimates for the DCMS special sectors will be improved by the introduction of balanced GVA’s more detailed industries, insofar as the degree of modelling using ABS estimates will be reduced.
· GVA per head as chained volume measures is a tricky one. In general we are trying to steer users away from overuse of GVA per head, as it is prone to distortion from the effect of commuting to work and from variations in population demographics. When dealing with current price values, GVA per head is useful as it allows comparison between areas of very different size (and population). In the case of chained volume measures, we present ‘real’ GVA in index form which also allows direct comparison regardless of size. We therefore do not see a need to present another measure of ‘real’ growth that is conceptually flawed when compared to the standard measure. 

8. Do you want us to continue publishing the income and production estimates?
We asked respondents to tell us if they wanted to be able to continue receiving the pre-balanced income and production estimates when we publish the balanced estimates, even though we will be presenting the balanced estimates as our preferred measure of regional GVA.
Of those who provided a written response on behalf of an organisation:
· 12 said they would like to have the pre-balanced estimates
· 3 said they did not need the pre-balanced estimates
Of those who provided a personal written response:
· 3 said they would like to have the pre-balanced estimates
· 4 said they did not need the pre-balanced estimates

Comments provided by those who said they would like to have the pre-balanced estimates included:
· These would be useful as they may enable us to jointly model all series (given that there is information content in the unbalanced estimates).
· Only for the first time of publishing to enable comparisons. There would not be a need after this though, and possibly publishing these unbalanced GVA estimates would cause confusion to users.
· So we could have the equivalent of last year’s data for time series analysis, as we had to do further calculations from the data to estimate what was not available.
· To be able to evaluate the balanced figures. Also, potentially to use the income approach data as we do now.
· They would be useful to help us understand the data especially in terms of our SUTs where the more information we have the better for balancing purposes.
· We would need the income based dataset for access to the local authority data. If this becomes available in the combined set then we will no longer require access to the individual datasets.
· While we do welcome balanced estimates of GVA, the GLA believes that the ONS should still continue to publish unbalanced GVA estimates in order to provide data users with the most complete picture of regional economies.
· We need to undertake some sensitivity analysis in our short-term output series as well as the SUTs to deal with any potential changes in trends. It would therefore be useful to have all 3 series available for a few years to ensure that we deal with the new message for users.
· This will be important for monitoring the new methodology and ensuring that it is making the regional GVA figures more accurate/less volatile, and particularly for observing how the automatic process is weighting the two regional GVA approaches for different regions and sectors.
· Would increase options and flexibility and would reflect national data (where GVA(I) and GVA(P) are available). More specifically, one of the North East Strategic Economic Plan's targets uses GVA(I) data. Discontinuing this dataset would mean we are no longer able to track progress on a consistent basis over time.

Comments provided by those who said they did not need the pre-balanced estimates included:
· As a technical exercise, it would be nice to have access to these, but I cannot envisage using them in reality.
· We don't think we would use either of these in preference to the balanced estimates. The balanced estimates will be the best available - and this would match the UK situation where only the balanced estimates are published. But it would be interesting to see graphically, by industry and region, the differences between both measures, the balanced estimates, and the effects of constraining to Blue Book control totals as part of the peer review process.
· Too confusing.

ONS response
A mixed set of responses, but it is clear that there is a sufficient number of users who identify real needs for continued access to the pre-balanced estimates to convince us that we should continue to make these available, at least for the next year or two. 
As we will initially be publishing the balanced estimates as experimental statistics, and the income measure is already a National Statistic, then it would certainly be premature to withdraw publication of the income measure while the balanced measure remains experimental. 
Once the balanced measure has qualified as a National Statistic, then we will revisit this question and again consult with stakeholders to reassess the need for the pre-balanced estimates.
One point of clarification in response to one of the comments. Our intent is to publish local authority estimates of GVA consistent with the balanced estimates as close as possible to the 13 December publication date. If we can publish the LA estimates (and associated derivatives, such as LEPs and Combined Authorities) on the same day then we will. We cannot commit to this at this time, though, as the target is challenging and if something needs to give way it will be the smaller geographies. If this happens we will publish the LA estimates in January 2018.


9. Anything else you would like us to publish alongside the bulletin?
We asked respondents if they would like any additional supporting analyses or contextual information to be published alongside the regular GVA bulletin.
Comments received included:
· Some contextual local economic narrative would be great!
· Productivity and employment series at the same level of detail alongside the GVA would prove most useful.
· The more context and complementary information and supporting analysis the better. ONS can add value here by providing insight by combining discussion of relevant bits of data on an area.
· Any information that helps to explain the drivers behind the main industries' GVA levels for a particular region e.g. the fact that NI Public Admin is driven by large volumes of NMCC.
· It's always useful to have analysis at regional level as well as national to help us both with benchmarking and in understanding developments, likely reasons for change and potential for future change.
· I think it would help users (and avoid some pitfalls) if there could be a clear marking up of what is done about: imputed rent; FISIM; the output is measured on the basis of workplace or resident population; and also what is, if there is one, the most appropriate employment series to set alongside the GVA to measure productivity change.
· Alongside regional GVA per head, the GLA would like to see estimates for GVA per job. For a large urban area like London, which sees significant numbers of commuters, we would argue that GVA per job is a better measure of productivity and a more accurate reflection of the regional economy than a resident-based per head measure. This is particularly important at lower level geographies, such as the City of London. In addition, the GLA would like to see more disaggregated industry data to provide further insight into the sector composition of regional economies. For example, business services is a large part of the London economy, but the current regional GVA figures are unable to provide more insight into the type of activities in this sector.
· It would be useful also to have a regionalisation of the Basic Price Adjustment (at NUTS1 level) to supplement the GVA estimates leading to regional GDP figures. This could/should be consistent with new Country and Regional Public Sector Finances estimates.
· As mentioned in the response to question 8, we have previously disaggregated regional growth by sector to give Ministers and colleagues a better explanation for why regions have grown at different rates. If it was possible for the ONS to do this as part of their regional GVA release, perhaps with an interactive tool to explore the data, that would be very helpful.
· We would hope, given the time lag in the regional GVA data compared to labour market and national productivity data, that it would be possible to publish regional productivity statistics very soon after the release of the regional GVA statistics, even if it is not possible to release them on the same day.
· Residence output would also be useful for local authorities.


ONS response
We are grateful to respondents for their ideas for additional content. We will take these requests and consider the scope for providing more supporting information and analyses around our regular bulletin. It is not possible to say with certainty what extra information we will be able to provide this coming December, but this gives us a good guide to the kind of things people want.
A number of people said they would like the publication of regional GVA and productivity estimates to be brought closer together. We are conscious of the benefits to users of having these statistics presented together, and it is our long-term aim to achieve as close to concurrent publication as we can. The need for additional processing of final GVA estimates with labour market data means that there is an inevitable gap at present, with the productivity release scheduled for early January 2018.
One respondent asked for more industrial detail, and our plan for the publication of balanced regional GVA includes a breakdown by 80 industries at the NUTS1 level, and by 71 industries at the NUTS2 level. This will provide a great deal more industry detail than the current 32 industry breakdown.
We have no plans to provide regional GVA on a residence basis. All our GVA estimates are compiled on a workplace basis, that is, the GVA is allocated to the location of the activity, not to the residence of those carrying out the activity. For users who are interested in measures of wealth or prosperity of their local resident population, we also provide regional estimates of gross disposable household income (GDHI), which are compiled on a residence basis.



10. Any other comments or suggestions you wish to offer?
Finally, we asked respondents if they had any other comments to make about any of our proposals, or any other aspects of our regional GVA statistics.
Comments provided included:
· It would be useful to know the advantages of the currently used methodologies, if any, over the newly proposed methodology. This would be useful to determine whether the I or P series can be superior for certain use cases.
· The recent Office for Statistics Regulation’s report on regional GVA data provides good recommendations for the current regional GVA products.
· The approach appears sound and I am sure the extra information will be welcomed!
· We welcome the drive to improve statistics at sub-national level but emphasise the need for reliable statistics at local authority level for use in planning of service provision. If these are estimates, provision of these by the ONS would give a professional and consistent approach across the country rather than local authorities carrying out their own estimates in the absence of official statistics.
· The objective to produce a single, reliable measure is commendable - I'm just concerned whether that is what we now have.
· The GLA strongly supports having a single balanced estimate of regional GVA, as this is a statistic that features in much of our planning and forecasting work. While we are broadly satisfied with the methodology used, the GLA reiterates our calls for the ONS to improve the regional apportionment of financial services (although we are aware this is something they are currently working to achieve). In the interest of providing users will the fullest possible understanding of regional GVA, the GLA is in favour of balanced estimates being published alongside the existing unbalanced estimates. Finally, the GLA would like to take this opportunity to again reiterate our existing concerns regarding sub-national statistics, and asking the ONS to continue their work to improve the accuracy, scope, flexibility and timeliness of their publications.
· We welcome this development and look forward to future development work such as the flexible geography project, producing robust regional deflators or volume estimates, the short term regional indicators work, and regional household final consumption expenditure analysis.
· I am very grateful for the continued engagement of the regional accounts team through the Regional Accounts User Group and via separate correspondence, and look forward to this continuing in future.
· It is a good plan and will be a significant achievement to have them published this year.


ONS response provided by:
Trevor Fenton
Head of Regional Accounts
UK Office for National Statistics
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