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Council for Economic Renewal 
 

Economic Indicators 
 
Background  
 
1. In April, the Finance Minister wrote to AMs stating the she had asked the Chief 

Economist and Chief Statistician to review the (economic) data currently available 
and to consider what information might be produced in the future to enhance our 
understanding of the Welsh economy and strengthen the evidence base for 
policy making.  

 
2. This review is nearing completion and a draft report has been prepared.    
 
 
Considerations and emerging conclusions 

 
Monitoring the economy requires a basket of high level indicators 
 
3. The Chief Economist and Chief Statistician consider that it would be 

beneficial to develop and publish a small basket of indicators to monitor the 
performance of the Welsh economy in a rounded manner that avoids undue 
focus on any one aspect. The elements in the basket would comprise the 
following indicators: 

 
• Gross Domestic Household Income (GDHI) per head 
• Gross Value Added (GVA) per head 
• Employment rate 
• Average earnings 
• Poverty rates 
• Wealth per head 

 
4. A basket of indicators is needed because no single indicator provides a 

comprehensive picture.  GVA per head, for instance, although widely cited, 
suffers from a number of limitations.  For example, it is influenced by the level 
of the dependent population (which is high in Wales), and, at certain 
geographical levels, by commuting.  Changes in GVA per head can reflect 
changes in economic structure rather than the incomes earned by Welsh 
people.   
 

5. For these, and other, reasons the ONS does not use GVA per head in its own 
comparisons of regional economic performance.  However, in the Welsh 
context, the use of GVA per head in connection with eligibility for European 
funds, and its associated high visibility, means that it should continue to play 
a role. 
 

6. The choice of indicators for inclusion in the basket builds on the approach 
already adopted in “Performance for Government”. 
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7. With the exception of the employment rate and wealth per head, the 
indicators are currently available on an annual basis.  (The employment rate 
is available on a quarterly basis, updated each month, and wealth per head is 
at present only available less frequently.) 

 
Production of quarterly indicator of GVA at low cost is feasible, but the 
case for such an indicator is less strong than many assume. 

 
8. The Welsh Government already produces quarterly indicators of output 

covering the bulk of the private sector in Wales – the short term indices of 
production, construction and services1. 

 
9. Some commentators and users of statistics have expressed support for 

developing measures of quarterly GVA for Wales.  This would require, at 
minimum, producing indices to cover the remainder of the economy 
(principally agriculture and government).   

 
10. However, the work to date has identified key limitations associated with a 

very timely indicator of GVA.   
 
11. First, as noted above, the assessment of economic performance requires 

reference to a basket of indicators.  The production of quarterly GVA might 
reinforce an excessive focus on this single measure. 

 
12. Second, the Welsh Government's policy levers mainly operate over the 

longer term and where it is appropriate to respond to short term changes in 
economic circumstances, information on the labour market may be more 
relevant than GVA. 

 
13. Thirdly, there are real conceptual and statistical issues in developing a robust 

model of GVA such as those associated with issues around apportioning 
cross-UK enterprises and economic flows across the border.  

 
14. Finally, a quarterly measure of GVA for Wales would almost certainly be 

volatile and subject to heavy revision. This is partly for the reasons explained 
above but also because this is the nature of short-term indicators, even at a 
UK level.  It would therefore be potentially of little value in providing real 
insight into economic developments.   

 
15. By way of context an analysis of revisions carried out by ONS for UK 

quarterly GDP for the period 2000-09 showed that, after five years, revisions 
averaged 0.3 percentage points on a change that averaged 0.6 percentage 
points. The indications are that revisions to the Scottish indicator of quarterly 
GVA may be rather larger. This is unsurprising as the challenges of 
measuring GVA increase as spatial scale decreases.  For this reason, 
revisions to quarterly Welsh GVA are likely to be still greater.   

 

                                                
1
 https://statswales.wales.gov.uk/Catalogue/Business-Economy-and-Labour-Market/Economic-Indices 

 

https://statswales.wales.gov.uk/Catalogue/Business-Economy-and-Labour-Market/Economic-Indices


CfER 06/10/2014 
Agenda item 5 

3 

 

16. The likely scale of revisions calls into question the value of an indicator of 
quarterly GVA for Wales as a tool for developing policy and monitoring short-
term economic performance (and similar concerns may also apply by 
implication to the existing short term output indicators). 

 
17. The challenges of producing a reliable, timely, quarterly indicator of GVA 

presumably explain, at least in part, why, as far as we have been able to 
ascertain, apart from Scotland and potentially Northern Ireland, no devolved 
or similar administrations in other countries (including those with federal 
constitutions) have produced such a statistic on a sustained basis.  

  
18. However, in the light of interest from stakeholders, further work has been 

undertaken in partnership with the ONS to produce estimates of the costs of 
producing a quarterly indicator of GVA.   

 
19. There are a range of options for producing a quarterly indicator of GVA.  The 

reliability of the indicator would be related to the costs incurred, but it is not 
possible at this stage to quantify the trade-off. In any case, the absence of a 
major policy requirement would make it hard to justify more expensive 
options at this stage, particularly in view of the fiscal context. Developing a 
full GVA and supply-use framework as has been achieved in Scotland would 
require significant resource and cost. ONS broadly estimate total costs could 
exceed £1 million per annum figures, but further work would be required to 
refine this estimate. 

 
20. For the lowest cost option, ONS estimate that the additional costs over and 

above those associated with producing the current short terms output 
indicators would be minimal.   So if the existing short term indicators are to 
continue, there is a case for extending their coverage to enable the 
production of an indicator of quarterly GVA to meet stakeholder’s interest. 
Whilst they may be of limited direct value there is an argument that this would 
provide a platform for a more mature model in the future. 

 
The acquisition of new powers means that requirements for data and 
analysis need to be kept under review. 

 
21. As and when the Welsh Government acquires additional powers, the 

associated requirements for data and analysis should continue to be 
reviewed, including the set of indicators listed above. 

 
22. Effective implementation of powers of taxation will clearly require the use of 

models and other analytic tools in order to forecast revenues and assess 
economic, social and environment impacts.   

 
23. However it is not yet clear whether these tasks will also require the 

development of an all-purpose model of the overall economy.in Wales as 
opposed to models developed for specific analytic purposes. 
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24. When this issue was examined in depth just over a decade ago by 
independent experts, the advice was that the results from such an all-
purpose model were unlikely to be sufficiently robust to support policy 
development.  .However, developments in modelling methodology mean that 
further work is needed to consider whether this conclusion continues to hold, 
particularly in the context of the changed policy context.   

 
25. Nevertheless, the close integration of the economy in Wales with that in the 

rest of the UK makes economic modelling a formidable task, and the track 
record of such models is not good even in more favourable circumstances. 

 
26. A key step in developing a model of the economy in Wales would be secure 

the regular production of Welsh supply and use (or “input-output”) tables.  An 
initial review by the ONS for the Welsh Government has pointed to the major 
challenges posed by the construction of robust supply and use tables for 
Wales, and the potential significant cost. 

 
Next steps 

 
27. On the basis of the analysis summarised above the Chief Economist and 

Chief Statistician’s key recommendations comprise: 
 

A. It would be beneficial to develop and publish a small basket of indicators to 
monitor the performance of the Welsh economy in a rounded manner that 
avoids undue focus on any one aspect. 

B. There is no policy requirement for a quarterly indicator of GVA for Wales, 
which is in any case likely to be subject to heavy revision.  However the 
lowest cost option for developing such an indicator results in a minimal 
increase in costs, and a final decision should reflect the views of stakeholders. 

C. The requirements for further data and analytic tools should be kept under 
review as the Welsh Government acquires new powers.  In particular, further 
research is required to investigate whether developments in the approach to 
economic modelling suggest that the earlier conclusion that the development 
of an all-purpose model of the Welsh economy was unlikely to be cost-
effective should be revised.     

 
28. The views of Council Members on these recommendations are invited. 
 
 
 


