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Project overview

Project results

BACKGROUND AND CONTEXT: More timely and higher frequency regional macroeconomic indicators are essential
for effective economic policy and decision making. With significant policy emphasis in the UK on greater
devolution and localism and on promoting growth across the UK, better, timelier regional economic data in the UK
are required.

Estimation and use of the model developed in this project not only let us produce timelier short term estimates of
regional growth in the UK as a higher (quarterly) frequency, they also enabled us to produce and explore a consistent
historical time series of economic data at a regional level in the UK. In addition to the results below, in the paper we
also explored regional economic connectedness.

The ONS has undertaken significant amounts of work over the past couple of years to develop such measures, with
some success, but these measures are still substantially less timely than those of the UK as a whole.

Regional business cycles

WHAT WE HAVE DONE: In phase one and two of this project we developed a mixed frequency macroeconomic
model of the UK regions to produce higher frequency (quarterly) model based estimates of regional growth in the
UK to a quicker timescale than ONS’s estimates. We did this for the UK ‘NUTS1’ regions (now known as ITL1
regions), and incorporated all of the output data that the ONS produce for these regions, as well as some data
from the devolved administrations in Scotland and Northern Ireland.
In the forthcoming phase of our project we will extend this work to more disaggregated regions of the UK, and also
explore whether we can make use of VAT returns data to produce better nowcasts of regional growth in the UK.
WHAT WE FOUND: Our research has demonstrated that empirical macroeconomic methods are able to produce
higher frequency estimates of regional economic growth on a consistent basis across the UK to the same
approximate timetable as estimates are produced by the ONS for the UK as a whole.

Regional growth profiles following UK recessions

Importantly, our quarterly regional estimates exploit more timely data, provided by data for the UK as a whole as
well as a basket of macroeconomic indicators, but they also add up to the latest quarterly estimates for the UK as
a whole. We have now produced regular nowcasts of regional growth in the UK since the end of 2018. These have
been published each quarter at: escoe.ac.uk/regionalnowcasting.
This work has unlocked new analysis of the performance of regional economies in the UK, in real time but also
historically (see box to the right, and papers listed below). Moreover, key stakeholders in government, the media
and the private sector have made use of these data.

Next steps

Regional definitions

In the forthcoming phase of this project we will be extending the existing work in this area in a number of ways. Our
specific objectives are:

ITL1 Regions

1. To build a mixed frequency econometric model to produce quarterly output growth data at the ITL2 (previously
NUTS2) level to the same (approximate) timescale as the quarterly GDP data produced for the UK as a whole. These
estimates will be constructed so as to be consistent over the published historical period with the existing annual
regional data and UK quarterly data;
2. To extend the model in objective (1) above to include the quarterly ONS Regional Short-term Indicators (RSTI) data
and data from the devolved administrations, and explore different ways of reconciling the available data;

3. To evaluate the effect on the model in (1) above of conditioning on VAT turnover data.
The box on the right gives an overview of the difference between ITL1 and ITL2 regions. ITL1 regions was the basis of
our Phase 1 and Phase 2 work on this project, while in Phase 3 we will work with both ITL1 and ITL2 data to produce a
set of consistent regional growth data at each level. As before these will respect the need the key aggregation
constraints that regional growth sums to UK growth, and of course in this work that ITL2 growth constrains to the
growth rate of the more aggregate ITL1 region.
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