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1. Main points

Today (26 September 2018) we have published experimental regional estimates of household spending
across the whole UK for the first time, aimed at showing users what is possible; the production of these
estimates has involved making some very broad assumptions using currently available data sources, some
of which have limited sample sizes, and so strong caution is advised when interpreting the findings.

Over the next few years, we aim to identify and introduce new data sources that will allow us to improve
the quality of these experimental figures and further understand how changes in sampling and the
assumptions made can affect the results; we will use these initial results to consult with users on how best
we can develop them in the future.

London had the highest national expenditure per person in 2016, at £24,545, mainly driven by the higher
housing costs in and around the capital; the lowest spending per person in 2016 was seen in the West
Midlands, at £15,276.

In terms of growth in spending per person between 2015 and 2016, the North East had the greatest
increase, at 8.1%; this growth was seen across a wide range of goods and services, with the strongest
growth seen in the household goods and services, and clothing and footwear categories.

The lowest growth in spending per person between 2015 and 2016 was seen in Northern Ireland, at
negative 0.4%, the only country or region to see a fall in spending per person in this period.

The households’ saving ratio is the percentage of total resources left after all spending has occurred; it
varies considerably across the countries and regions of the UK, with saving in London and the West

Midlands being the highest in 2016, at 14.5% and 12.8% respectively.

®* The lowest levels of saving in 2016 were seen in the South West, at 1.5%, followed by Northern Ireland
and Wales, at 2.5% and 2.6% respectively; these figures compare with a UK average saving ratio of 6.9%.

2 . Introduction

With increased devolution of powers to local and combined authorities within the UK, the need for statistics to

monitor and inform policy at a regional level has also been increasing to an unprecedented level. Users of

regional statistics have been telling us for years that they need more and better data, and the recent review of
economic statistics by Sir Charles Bean recommended that more should be done to provide statistics for smaller

areas within the UK.

We have responded to this need by setting up a Devolution Project, with around a dozen separate work streams

designed to develop and provide the statistics needed by regional and local users. The project is funded until

2020 and includes plans to deliver many new and improved statistics, details of which can be found in the
Economic Statistics and Analysis Strategy and in an article describing the aims of the project.

One of these work streams is to develop a regional measure of household final consumption expenditure,

hereafter referred to as household expenditure or by the abbreviation HFCE. There are many user needs that can

be met through this development, including:
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® information on the spending habits of householders, allowing better planning of facilities and infrastructure
by local government

® improved investment planning by businesses providing goods and services

® expansion of the household account at a regional level, allowing the derivation of the saving ratio for
subnational areas (a useful indicator of prosperity)

® completion of the European Union’s European System of Accounts 2010: ESA 2010 regional transmission
tables (including all voluntary requirements), making the UK fully compliant with the regulation

At a regional level, we currently measure the income and outgoings of households only as far as gross
disposable household income (GDHI). That measures the primary income components, such as wages and
salaries and property income, and the secondary distribution of income, such as the effect of taxes on income
and social benefits. GDHI is a measure of the amount of money people in households have available for
spending or saving.

Regional household expenditure takes this to the next stage by measuring how much money people in
households spend on each of a range of commodities. Once all spending is accounted for, we are left with a
measure of saving.

Although these experimental estimates are the first regional measures produced on a consistent basis across the
whole UK, the devolved administrations of Scotland and Northern Ireland have been independently compiling and
publishing estimates of household expenditure for their respective countries for several years. While our
estimates are still in an early stage of development, you are advised to give more credence to the official Scottish
and Irish estimates.

3. Conceptual framework

In the UK National Accounts, household final consumption expenditure (HFCE) is measured using an approach
known as the domestic concept, whereby all money spent in the UK on a particular commodity is measured,
regardless of who is doing the spending. It therefore includes spending by foreign visitors, but it excludes
spending abroad by UK residents on holiday or business.

The total spent on all commaodities in the UK is then adjusted to remove the spending by foreign visitors and add
the spending by UK residents abroad to give a total for all spending by UK residents, which is known as the
national concept. This adjustment is only done at a total level, not for each commodity separately.

When we come to regional measures, the approach used in the national accounts runs into a problem. Using the
domestic concept, we can measure the amount spent in each region. But if we only adjust that figure to account
for international spending, we will not take into account spending by residents of one region in another region of
the UK. When you consider that every time you spend money in a place other than your home town you are
effectively spending “abroad” at a regional level, you can imagine how big a problem this can be.

To overcome this we have to measure regional spending using both the domestic and the national concepts. We
therefore measure all the spending that takes place in a region, regardless of where the person spending comes
from, and we measure separately all the spending by the residents of a region, regardless of where they are
when the spending takes place. We still need to account for international spending, and for this we also need to
break down that spending into commodities.

An unexpected by-product of this approach is that having the two independent measures allows us to estimate
the net inter-regional spending (or trade) flow for each region from the difference between the two measures (at
least for the households sector). This is quite a bonus, since until now it has always been considered impractical
to attempt to measure inter-regional trade.
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In the tables published with this article, you can find our estimates of this net spending between regions,
calculated as domestic expenditure minus foreign spending in the UK, minus national expenditure, plus spending
abroad by UK residents.

4 . Coverage and classification

Geography

The geographic areas for which we provide regional statistics are based on the Nomenclature of Units for
Territorial Statistics (NUTS), a classification of geographic areas used across the European Union to provide a
consistent framework for regional accounts. The NUTS areas are updated every three years to reflect changes to
administrative boundaries and react to variations in population growth. The latest set of NUTS areas came into
effect on 1 January 2018.

For the UK, the NUTS areas are currently:

® NUTS1: Scotland, Wales, Northern Ireland and nine English regions
® NUTSZ2: 41 sub-regions — mostly groups of counties and unitary authorities

® NUTS3: 179 local areas — mostly single counties and unitary authorities

In addition, we are trying to be more responsive to emerging and changing user needs for statistics relating to
different geographic areas. In recent years, the establishment of local enterprise partnerships (LEPs) across
England and combined authorities covering city regions has increased the demand for more flexible geographic
statistics.

Where possible we now try to provide figures for the 400 local authority districts of the UK in addition to the NUTS
areas. Most of the new areas can be constructed by aggregating local authorities together, so this provides a
framework that can be used to widen the scope of regional estimates and meet a lot more user needs.

Commodities

The classification we use for the various goods and services that people spend their money on is called the
Classification of Individual Consumption by Purpose (COICOP). The classification has three levels: divisions (two
digit); groups (three digit); and classes (four digit).

The UK National Accounts presents figures for all three levels across most of the commodities, but for regional
accounts the limitations of the data sources we have available mean that we would need to stretch the data
rather thinly to achieve such a detailed breakdown, and the quality of results could be adversely affected by this.
Therefore, we have chosen to provide mostly a group-level breakdown, with the exceptions being for education,
where only a division-level measure is provided even for the UK as a whole, and for some groups where the
classes are sufficiently distinct and the data available are deemed good enough to support the extra detail.

Table 1 shows the commodity breakdown we have chosen to produce at a regional level.
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Table 1: Commodity breakdown of regional household expenditure
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Function COICOP_Function COICOP
Food and soft drinks 01 ) Transport 07
Food 01.1 Purchase of vehicles 07.1
Bread and cereals 01.11 Motor cars 07.11
Meat 01.1.2 Motorcycles 07.1.2
Fish 01.1.3 Bicycles 07.1.3
Milk, cheese and eggs 01.1.4 Operation of personal transport equipment 07.2
Oils and fats 01.1.5 Vehicle parts and accessories 07.2.1
Fruit 01.1.6 Vehicle fuels and lubricants 07.2.2
Vegetables 01.1.7 Vehicle maintenance and repair 07.2.3
Sugar and sweet products 01.1.8 Other vehicle services 07.2.4
Other food products 01.1.9 Transport services 07.3
Non-alcoholic beverages 01.2
Alcohol, tobacco and narcotics 02 i Communication 08
Alcoholic beverages 02.1 Postal services 08.1
Tobacco 02.2 Telephone and telefax equipment 08.2
Narcotics 02.3 Telephone, telefax and internet services 08.3
Clothing and footwear 03 ) Recreation and culture 09
Clothing 03.1 Audio-visual, photographic and information 09.1
processing equipment
Footwear 03.2 Other major durables for recreation and culture 09.2
Other recreational items and equipment, 09.3
gardens and pets
Housing 04 Recreational and cultural services 09.4
Actual rentals for housing 04.1 Recreational and sporting services 09.4.1
Imputed rentals for housing 04.2 Cultural services 09.4.2
Maintenance and repair of the dwelling  04.3 Games of chance 09.4.3
Water and miscellaneous services 04.4 Newspapers, books and stationery 09.5
Electricity, gas and other fuels 04.5 Package holidays 09.6
Electricity 04.5.1
Gas 04.5.2
Liquid fuels 04.5.3 Education 10
Solid fuels 04.5.4
Household goods and services 05 i Restaurants and hotels 11
Furniture, furnishings, carpets and other 05.1 Catering services 111
floor coverings
Household textiles 05.2 Accommodation services 11.2
Household appliances 05.3
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Glassware, tableware and household 05.4 Miscellaneous goods and services 12
utensils

Tools and equipment for house and 05.5 Personal care 12.1
garden
Goods and services for routine 05.6 Prostitution 12.2

household maintenance

Personal effects 12.3
Health 06 Social protection 12.4
Medical products, appliances and 06.1 Insurance 12.5
equipment
Out-patient services 06.2 Financial services 12.6
Hospital services 06.3 Other services 12.7

Source: Office for National Statistics

In the consultation that follows the publication of this article, we would like to hear from users if this level of
commodity detail meets their needs and, if not, where additional detail would be useful. We would also like to
hear about which parts are of most interest to users of smaller area statistics, as it is unlikely that we will be able
to provide as much detail for smaller geographies.

5. Data sources

The principal data sources we have identified that are currently available for use in the regional allocation of
household expenditure are two Office for National Statistics (ONS) surveys: the Living Costs and Food Survey
(LCF) and the Annual Business Survey (ABS).

The LCF is a survey of households that collects information about people’s spending habits on a residential
basis, that is, the data are allocated to the regions where people live. As such, it provides data appropriate for the
national concept measure of household expenditure.

The LCF collects information from households via an interview and through the completion of a diary in which
householders record their spending over a two-week period. The data are therefore extremely detailed, which is a
strength. However, the LCF does also have a weakness; its total sample size, of around 5,000 households per
year, is rather small to provide a good representation across all regions of the UK, particularly at smaller
geographic levels. It also excludes people living in communal establishments, whose spending patterns may not
be the same as those living in conventional households.

The ABS is a survey that collects information from businesses, including retail sales of various commodities at the
point of sale, that is, the data are allocated to the regions where the spending takes place. It therefore provides
data appropriate for the domestic concept measure of household expenditure. For commodities where retail sales
information is not directly collected, mainly for the provision of services, we have attempted to identify
businesses, classified according to the Standard Industrial Classification 2007: SIC 2007, where the nature of the
activity provides a good match to the commaodity of interest. For these commaodities we have used the total
turnover of the businesses in a region as the variable that guides the regional allocation of expenditure.

The ABS has strength in its coverage of businesses across the UK, as it has a large sample size of around
80,000 businesses per year and collects detailed information. Its main weakness for our use lies in the fact that
there is no way to distinguish between sales to households and sales to business. We therefore need to make the
assumption that the proportion of total sales that represents business use is equal across all regions of the UK.
This may or may not be a valid assumption.

Page 8 of 22



Between them, these two surveys provide data for most of the commodities we want to cover, across both
domestic and national concept measures. There are gaps, though, for which we need to use alternative data
sources or, if none can be found, modelling approaches will be needed to provide a complete picture.

In this section we describe each Classification of Individual Consumption by Purpose (COICOP) division in terms
of how well we have been able to obtain appropriate regional data, and where we have encountered issues
requiring alternative solutions.

COICOP 01: Food and soft drinks

For this division we have good coverage of all components on both conceptual bases. For the domestic concept,
we have ABS retail sales by commodity with a class-level breakdown for food and group-level data for
beverages. For the national concept, we have LCF data with a class-level breakdown for both food and drink.

COICOP 02: Alcohol, tobacco and narcotics

For this division we have good coverage of alcoholic beverages and tobacco but poor coverage of narcotics. For
the domestic concept, we have ABS retail sales by commodity with a group-level breakdown for alcoholic drinks
and tobacco. For the national concept, we have LCF data with a class-level breakdown for the same groups.
However, it is recognised that there is a tendency for households to under-report their use of alcohol and tobacco,
which could affect the quality of the data collected.

We have no regional data on spending on narcotics. We therefore have used the same method we use to
allocate illegal drugs in our regional gross value added measures, which is to use the regional distribution of adult
population numbers. This means the regional allocation of narcotics merely reflects the overall population and
contains no true information about regional variation in drug use.

COICOP 03: Clothing and footwear

For this division we have good coverage for the national concept, with LCF data for all components at the class-
level. For the domestic concept, we have ABS retail sales by commodity for some class-level components, but
not for those relating to cleaning, hire and repair of clothing and footwear or for clothing materials. For these we
have used the regional distribution of ABS turnover for businesses classified to SIC 2007 codes: 47.51 (Retail
sale of textiles in specialised stores); 95.23 (Repair of footwear and leather goods); and 96.01 (Washing and dry-
cleaning of textile and fur products).

COICOP 04: Housing

For this division we have a rather more varied coverage of commodities by both concepts. For actual and
imputed rental we have good quality data compiled at the NUTS1 level that are used in the UK National Accounts
measure. These use source data from the Valuation Office Agency (VOA) and the devolved administrations of
Wales, Scotland and Northern Ireland. We do not have good quality data on the ownership of second homes
across the regions of the UK. Because the levels of spending relating to second homes are very small, we have
combined them with primary homes for the regional allocation and used the same source data for both.

For the national concept, we have LCF data at class-level for the other components. However, we also have
administrative data on the consumption of various fuels by households from the Department for Business, Energy
and Industrial Strategy (BEIS). These administrative data do not suffer from the LCF’s small sample size and are
mostly available with a local authority breakdown. This makes it our preferred choice for household fuels:
electricity; gas; liquid fuels; and solid fuels.
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For the domestic concept, we have ABS retail sales by commodity for decorating and DIY supplies, but for most
other components we have used ABS turnover for businesses classified to SIC 2007 codes:

35.1 (Electric power generation, transmission and distribution)

® 35.2 (Manufacture of gas; distribution of gaseous fuels through mains)
® 36 (Water collection, treatment and supply)

® 37 (Sewerage)

® 38.1 (Waste collection)

® 43.2 (Electrical, plumbing and other construction installation activities)

¢ 43.3 (Building completion and finishing)

We have no data for the domestic concept on liquid and solid fuels, but for these commodities we believe it is
reasonable to make the assumption that most spending takes place close to the home, from local suppliers. We
therefore propose to use the BEIS data on consumption of liquid and solid fuels for both national and domestic
concepts.

There are no UK-level data on expenditure on heat energy (COICOP 04.5.5) so we have excluded this code from
the regional measures.

COICOP 05: Household goods and services

For this division we have good coverage of most components on both conceptual bases. For the national
concept, we have LCF data with a class-level breakdown across all components. For the domestic concept, we
have ABS retail sales by commodity with mostly a group-level breakdown, plus some class-level components,
such as furniture, carpets and non-durable household goods.

For the domestic concept, we have used ABS turnover for the components relating to the repair of furniture, floor
coverings and household appliances. For these we use businesses classified to SIC 2007 codes: 95.22 (Repair
of household appliances and home and garden equipment); and 95.24 (Repair of furniture and home furnishings).
We also have no domestic concept data on domestic and household services, so here we make the reasonable
assumption that all such activity takes place in the home and we can use the corresponding LCF data for both
concepts.

For the national concept, the LCF data relating to the repair of furniture and floor coverings (COICOP 05.1.3) are
too sparse to provide reliable estimates, even at the country and region level. For this commodity we make the
assumption that most such repairs use local suppliers, and we have therefore used the ABS turnover data for SIC
code 95.24 (Repair of furniture and home furnishings) for both domestic and national concepts.

COICOP 06: Health

For this division we have fairly good coverage for the national concept, with LCF data for all components at the
class-level, although the sample sizes achieved are rather small even by LCF standards. For the domestic
concept, we have ABS retail sales by commodity for some components, but not for those relating to out-patient
and hospital services. For these we have used the regional distribution of ABS turnover for businesses classified
to SIC 2007 codes: 86.1 (Hospital activities); and 86.9 (Other human health activities). It should be noted that
these will generally only reflect spending on private healthcare and not that relating to NHS healthcare.
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For the national concept, the LCF data relating to hospital services are too sparse to provide reliable estimates,
even at the country and region level. Here we make the assumption that most people will use local hospitals and
we have used the corresponding ABS turnover data for both concepts.

COICOP 07: Transport

For this division we have good coverage for the national concept, with LCF data for all components at the class-
level. However, some of the LCF data reflect spending on combined fares by different modes of transport, which
makes it more difficult to separate the specific types of transport services. For this reason, we have chosen not to
attempt to split the group-level data for transport services.

For the domestic concept, we have ABS retail sales by commodity for spare parts, vehicle fuel and bicycle sales,
but not for any other components. For these we have used the regional distribution of ABS turnover for
businesses classified to SIC 2007 codes:

45.11 (Sale of cars and light motor vehicles)

45.2 (Maintenance and repair of motor vehicles)

45.4 (Sale, maintenance and repair of motorcycles and related parts and accessories)
49.1 (Passenger rail transport, interurban)

49.31 (Urban and suburban passenger land transport)
49.32 (Taxi operation)

49.39 (Other passenger land transport)

49.42 (Removal services)

50.1 (Sea and coastal passenger water transport

50.3 (Inland passenger water transport)

51.1 (Passenger air transport)

77.11 (Renting and leasing of cars and light motor vehicles)
79.1 (Travel agency and tour operator activities)

85.53 (Driving school activities)

The COICOP class 07.2.4 (Other vehicle services) presents us with some particular measurement issues, as it
covers a wide and varied range of activities including: vehicle rental and leasing; garage hire; road and bridge
tolls; parking charges; driving lessons and licences; and MOT test fees. For the national concept, we have LCF
data for this category as a whole, but for the domestic concept we have attempted to piece together sufficient
components to provide a decent representative measure. Of the items listed, we have ABS turnover for vehicle
rental and leasing, and for driving lessons. We have also obtained data on parking revenue collected by local
authorities, from the Ministry of Housing, Communities and Local Government (MHCLG) and the devolved
administrations of Wales, Scotland and Northern Ireland. Between them, we believe these data provide a
sufficient level of coverage of the major items in this category.

Page 11 of 22



COICOP 08: Communication

For this division we have LCF data with a group-level breakdown for the national concept. For the domestic
concept, we have ABS retail sales by commodity for telephone and telefax equipment. For the other components
we have used ABS turnover for businesses classified to SIC 2007 codes: 53.1 (Postal activities under universal
service obligation); and 61 (Telecommunications). We chose not to include SIC 2007 code 53.2 (Other postal and
courier activities) as we believe this to be dominated by business use rather than by households.

COICOP 09: Recreation and culture

For this division we have good coverage for the national concept, with LCF data at the class-level for all
components. For the domestic concept, we have ABS retail sales by commodity for many components, at either
the group or class level. For other components we have used the regional distribution of ABS turnover for
businesses classified to SIC 2007 codes:

¢ 30.12 (Building of pleasure and sporting boats)

® 33.15 (Repair and maintenance of ships and boats)

® 33.16 (Repair and maintenance of aircraft and spacecraft)

® 45.19 (Sale of other motor vehicles)

® 45.2 (Maintenance and repair of motor vehicles)

® 74.2 (Photographic activities)

® 75 (Veterinary activities)

® 85.51 (Sports and recreation education)

® 85.52 (Cultural education)

® 90.01 (Performing arts)

® 90.04 (Operation of arts facilities)

® 091 (Libraries, archives, museums and other cultural activities)
® 92 (Gambling and betting activities)

® 93 (Sports activities and amusement and recreation activities)
® 95.1 (Repair of computers and communication equipment)

® 05.21 (Repair of consumer electronics)

® 96.04 (Physical well-being activities)

Because we have needed to combine some of these measures to provide coverage of the range of commodities
within certain COICOP classes, we have in some cases reduced the weight given to particular measures that
include activity that is out of scope for our use. The repair and maintenance of aircraft and spacecraft, sale of
other motor vehicles, and maintenance and repair of motor vehicles all include a majority of out-of-scope activity
for use in this division, so their weight has been reduced by a factor of 10 compared with other component
measures.
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The COICOP group 09.6 (Package holidays) has no UK-level data for the domestic concept, nor in either of the
international tourism flows. It therefore also has no data in the national concept, although conceptually it could
exist there. The reason for its absence is because in the UK National Accounts the spending is separated out
between flights and hotels, so including it again would be double-counting.

COICOP 10: Education

For this division we have LCF data for the national concept, but there exists a potential problem in coverage of
students in higher education, as the LCF does not include those living in communal establishments, such as halls
of residence. The sample size achieved for this division is also rather small.

For the domestic concept, we have used ABS turnover for businesses classified to SIC 2007 codes: 85.1 (Pre-
primary education); 85.2 (Primary education); 85.3 (Secondary education); 85.4 (Higher education); and 85.59
(Other education).

COICOP 11: Restaurants and hotels

For this division we have LCF data with a class-level breakdown for the national concept. For the domestic
concept, we have used ABS turnover for businesses classified to SIC 2007 codes: 55 (Accommaodation); and 56
(Food and beverage service activities).

COICOP 12: Miscellaneous goods and services

For this division we have good coverage for the national concept, with LCF data at the class-level for most
components. For the domestic concept, we have ABS retail sales by commaodity for personal care equipment and
personal effects. For other components we have used the regional distribution of ABS turnover for businesses
classified to SIC 2007 codes:

65.11 (Life insurance)

® 65.12 (Non-life insurance)

* 68.31 (Real estate agencies)

® 69.1 (Legal activities)

® 80.1 (Private security activities)

¢ 80.3 (Investigation activities)

¢ 87 (Residential care activities)

® 88 (Social work activities without accommodation)
® 96.02 (Hairdressing and other beauty treatment)
® 096.03 (Funeral and related activities)

® 96.09 (Other personal service activities)
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We have no regional data on spending on prostitution. We therefore have used the same method we use to
allocate prostitution in our regional gross value added measures, which is to use the regional distribution of adult
population numbers. This means the regional allocation of prostitution merely reflects the overall population and
contains no true information about regional variation in the use of prostitutes.

The COICOP group 12.6 (Financial services) presents some particular measurement issues. We have LCF data
for this category, but it does not include financial intermediation services indirectly measured (FISIM), which
represents the invisible charges made by financial institutions in the management of customers’ loans and
deposits.

For the domestic concept, we have obtained data from the Bank of England that provide estimates of FISIM and
bank and building society fees and commission income at the NUTS1 level of geography. For the national
concept, we have estimated the regional distribution of FISIM by using data from our gross disposable household
income (GDHI) measure on interest payments on mortgages and other loans, and interest received on savings
and other investments to represent household loans and deposits respectively.

6 . Provisional results

We have compiled provisional estimates for the NUTS1 countries and regions of the UK, for the years 2009 to
2016, which are consistent with the UK National Accounts, The Blue Book 2017 and regional gross disposable
household income (GDHI) published in May 2018.

The full set of results, including its detailed commodity breakdown, can be found in the dataset published with this
article, which you can download as a spreadsheet. Here we present a summary of the data showing the main
items at a high level, to give a flavour of what is available in the full dataset. All the figures are compiled and
presented in current market prices, which do not remove the effect of price inflation.

To begin, it is useful to say a little about what the data mean. The estimates of domestic expenditure relate to all
spending that takes place in the region, but do not necessarily relate to the people who live there, since people
can and do travel around the country, spending as they go. It therefore makes little sense calculating domestic
expenditure on a per person basis.

National expenditure for a region does relate directly to the spending by the people who live there, so calculating
national expenditure per person is useful, as it allows us to compare spending across regions of different size and
population. Total national expenditure is also the value that is used in the calculation of the households’ saving
ratio.

Where domestic expenditure is useful lies in its use in helping us to derive estimates of net spending flows
between countries and regions of the UK. In this we also need to take into account spending by foreign visitors to
the UK and spending by UK residents abroad.

Table 2 shows total national expenditure on all goods and services and national expenditure per head of
population for the NUTS1 countries and regions of the UK in 2016, and the percentage growth in spending per
person between 2015 and 2016. For comparison purposes, the overall rate of inflation for this period, as shown
by the Consumer Prices Index (CPIH all items), was 1.0%.
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Table 2: National expenditure, total and per head, NUTS1 countries and regions, 2016

Total national

expenditure, 2016 (£ National expenditure Growth in national expenditure per

million) per head, 2016 (£) head, 2015 to 2016 (%)
UK 1,233,327 18,787 3.5%
England 1,054,210 19,074 3.7%
North East 41,466 15,727 8.1%
North West 119,545 16,548 4.9%
Yorkshire and 86,550 15,953 3.5%
The Humber
East Midlands 80,697 17,077 4.1%
West Midlands 88,764 15,276 3.1%
East of England 115,674 18,873 1.0%
London 215,247 24,545 3.7%
South East 200,541 22,208 3.8%
South West 105,725 19,164 3.6%
Wales 49,702 15,965 3.8%
Scotland 99,243 18,362 2.4%
Northern Ireland 30,173 16,203 -0.4%

Source: Office for National Statistics

London had the highest national expenditure per person in 2016, at £24,545, mainly driven by the higher housing
costs in and around the capital. The lowest spending per person in 2016 was seen in the West Midlands, at
£15,276.

In terms of growth in spending per person between 2015 and 2016, the North East had the greatest increase, at
8.1%, which is the highest annual growth seen in any region in any year since 2009 (the earliest year for which
we have regional estimates). This growth was seen across a wide range of goods and services, with the
strongest growth seen in the household goods and services, and clothing and footwear categories.

The lowest growth in spending per person between 2015 and 2016 was seen in Northern Ireland, at negative
0.4%, the only country or region to see a fall in spending per person in this period.

We can explore what the people in each country and region of the UK are spending their money on by looking at
the broad categories of goods and services. Tables 3a and 3b present these figures on a per person basis for
2016, so we can compare across different areas on a consistent basis.
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Table 3a: National expenditure per head by COICOP division, NUTS1 countries and regions, 2016

01: Food 02: Alcohol, 05: Household

Annual spending in and soft tobacco and 03: Clothing Q4: goods and 06:
£ pounds per person drinks narcotics and footwear Housing services Health
UK 1,523 716 1,027 5,074 894 345
England 1,517 691 1,020 5,254 909 366
North East 1,507 769 1,107 3,177 966 221
North West 1,513 785 1,031 3,744 860 256
Yorkshire and The 1,335 768 861 3,535 841 277
Humber

East Midlands 1,570 765 996 3,498 921 319
West Midlands 1,418 683 979 3,555 742 248
East of England 1,571 671 1,014 4,503 900 423
London 1,494 554 1,115 10,289 898 436
South East 1,642 706 1,092 6,032 1,132 497
South West 1,541 610 919 4,766 846 441
Wales 1,451 779 1,014 3,300 950 229
Scotland 1,599 835 1,018 4,873 758 224
Northern Ireland 1,593 1,028 1,296 3,279 737 257

Source: Office for National Statistics
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Table 3b: National expenditure per head by COICOP division, NUTS1 countries and regions, 2016

Annual spending in £ 07: 08: _09: : 11: 12: Miscellaneous
pounds per person Transport CO’T‘”‘”_”' Recreation Education Restaurants goods ".ind
ication  and culture and hotels services
UK 2,523 364 1,853 279 1,797 2,392
England 2,564 365 1,837 288 1,819 2,445
North East 2,052 352 1,875 198 1,618 1,885
North West 2,255 350 1,700 166 1,708 2,179
Yorkshire and The 2,088 323 1,942 314 1,662 2,006
Humber
East Midlands 2,414 372 2,003 158 1,710 2,353
West Midlands 1,988 346 1,710 117 1,558 1,932
East of England 2,923 366 1,895 279 1,725 2,602
London 2,496 383 1,490 505 2,129 2,755
South East 3,353 404 1,964 350 2,112 2,923
South West 2,834 348 2,168 320 1,712 2,659
Wales 2,167 357 2,163 132 1,508 1,914
Scotland 2,460 368 1,883 255 1,788 2,300
Northern Ireland 2,090 342 1,699 335 1,665 1,883

Source: Office for National Statistics

Here we can clearly see the much higher housing costs in London and the South East. We can also see that
spending in the South East is generally high across a wide range of commodities, compared with most other

parts of the UK.

Some curious results are visible, which may be caused by some of the weaknesses in the data sources used, but
are still worthy of note in case they reveal an underlying truth. For example, spending on tobacco in Northern
Ireland is conspicuously higher than in any other region of the UK. Spending on food and clothing in Yorkshire
and The Humber are both notably lower than in other regions, while in London spending on recreation and culture
is by far the lowest of all countries and regions. This last example may be a result of the higher housing costs in
the capital, if people are being forced to spend less on voluntary things such as recreation because their essential

costs are so much higher.

We have mentioned that having both domestic and national expenditure allows us to estimate the net household
spending flows between countries and regions of the UK. Table 4 shows the derivation of these estimates, which
are calculated as total domestic expenditure, less spending in the UK by foreign visitors, less total national
expenditure, plus spending by UK residents abroad. Positive net spending figures imply that the region is a net
exporter of goods and services to the rest of the UK, whereas negative figures imply the region is a net importer

of goods and services from the rest of the UK.

Page 17 of 22



Table 4: Derivation of net inter-regional spending flows, NUTS1 countries and regions, 2016

.- Total domestic Total national Foreign visitors’ Spending abroad Net |_nter-

£ million ; : S Y : regional
expenditure  expenditure spending in the UK by UK residents :
spending

UK 1,219,237 1,233,327 30,833 44,923 0
England 1,060,381 1,054,210 27,416 39,647 18,402
North East 36,719 41,466 558 1,519 -3,786
North West 114,308 119,545 1,558 4,987 -1,808
Yorkshire and 76,642 86,550 698 3,364 -7,242
The Humber
East Midlands 65,255 80,697 651 2,635 -13,458
West Midlands 90,418 88,764 1,927 3,518 3,245
East of 105,605 115,674 1,156 3,809 -7,416
England
London 276,124 215,247 16,064 9,735 54,548
South East 196,642 200,541 2,994 6,776 -118
South West 98,667 105,725 1,809 3,304 -5,564
Wales 42,836 49,702 601 1,492 -5,974
Scotland 90,339 99,243 2,504 3,177 -8,230
Northern 25,681 30,173 312 607 -4,197
Ireland

Source: Office for National Statistics

We can see that, in 2016, only London and the West Midlands were net exporters of goods and services to the
rest of the UK. It is possible that the way we have allocated financial services in domestic expenditure may have
assigned more to London than should be the case. However, we would expect London to have by far the greatest
share owing to the dominance of The City in financial affairs.

For the West Midlands, the two largest areas showing net exports in 2016 are in the supply of water and gas, and
in out-patient services in healthcare. While the former appears sensible in the presence of large utility companies
doing business across the UK, the latter seems unusual and may be a result of some of the measurement issues
we have with these data. You are advised to exercise caution in the interpretation and use of these estimates.

Having compiled estimates of total household final consumption expenditure by the national concept, we can use
these estimates to extend the regional household account from its current end point, gross disposable household
income (GDHI), and derive the households’ saving ratio for the countries and regions of the UK. The saving ratio
is the percentage of total available resources that is left after all spending has occurred (gross saving divided by
total resources). Table 5 shows the stages in this derivation, using data for 2016. The transaction codes shown
(B.6g to B.8g) correspond to those used in the UK National Accounts.
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Table 5: Derivation of households' saving ratio, NUTS1 countries and regions, 2016

Gross Adjustment for Total Individual final
. ) . Gross .
.- disposable changein household consumption . Households
£ million ; . : saving ! .
household pension available expenditure (P. (B.89) saving ratio
income (B.6g) entitlement (D.8) resources (TR) 31) ©9
UK 1,275,698 49,674 1,325,372 1,233,327 92,045 6.9%
England 1,098,599 42,500 1,141,099 1,054,210 86,889 7.6%
North 41,117 1,625 42,742 41,466 1,276 3.0%
East
North 121,079 4,757 125,836 119,545 6,291 5.0%
West
Yorkshire 88,788 3,741 92,529 86,550 5,979 6.5%
and The
Humber
East 80,528 3,374 83,902 80,697 3,205 3.8%
Midlands
West 97,423 4,369 101,792 88,764 13,028 12.8%
Midlands
East of 124,263 4,400 128,663 115,674 12,989 10.1%
England
London 238,102 13,525 251,627 215,247 36,380 14.5%
South 202,056 4,621 206,677 200,541 6,136 3.0%
East
South 105,245 2,088 107,333 105,725 1,608 1.5%
West
Wales 49,296 1,716 51,012 49,702 1,310 2.6%
Scotland 98,532 3,788 102,320 99,243 3,077 3.0%
Northern 29,271 1,671 30,942 30,173 769 2.5%
Ireland

Source: Office for National Statistics

We can see that the households’ saving ratio varies considerably across the countries and regions of the UK,
with saving in London and the West Midlands being the highest in 2016, at 14.5% and 12.8% respectively. The
lowest levels of saving in 2016 were seen in the South West, at 1.5%, followed by Northern Ireland and Wales, at
2.5% and 2.6% respectively. These figures compare with a UK average saving ratio of 6.9%.

7 . Issues still to be overcome

We have made good progress in finding appropriate data sources and solving some of the measurement issues
that are peculiar to the compilation of regional statistics. However, there remain some issues that we have yet to
resolve, or for which we have developed interim solutions but still need better long-term solutions.
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Length of time series

One major issue is the variable length of time series available across our data sources. We have attempted to
obtain data as far back as possible, in order that we might produce statistics for historic periods. Ideally, we would
like to match the time series provided in our gross disposable household income (GDHI) publication, which
contains data back to 1997. However, so far we have only been able to obtain full data for all sources back to
2009.

One of the problems faced in obtaining data for earlier periods is the change in industrial classification that took
place around 2010, when we adopted the Standard Industrial Classification 2007: SIC 2007. Business survey
data, including those from the Annual Business Survey (ABS), are only available back to 2009 on a consistent
basis. Earlier data would require an industrial conversion that is both time-consuming and difficult to ensure that it
produces accurate results. For our use of very finely detailed industries, this would be unlikely to provide reliable
results.

Other data sources are available for variable lengths of time. The energy consumption data obtained from the
Department for Business, Energy and Industrial Strategy (BEIS) are available back to 2004 or 2005. The data on
parking revenue from local government are available back to 2003 for Wales and Scotland, 2004 for Northern
Ireland, but only back to 2008 for England.

The Living Costs and Food Survey (LCF) data are available back to 2001 with consistent commodity definitions,
but we have so far only obtained regional estimates back to 2009.

The unavoidable choice that we must make is whether to only publish statistics for which we have all, or most, of
the necessary source data, or whether to use modelling techniques to project back to earlier periods. Clearly
there would be a significant loss of quality in any such modelled estimates, but it may be that users would prefer
to have some data, even if the quality is poor, than no data at all. This is another issue that we would like to hear
about from people in the following consultation.

Other issues with data and methods

Some of the BEIS energy data are not available for the latest year until after our planned publication date for
regional household expenditure. The data for liquid and solid fuels, and some of the data for Northern Ireland, are
produced in September, which is too late for our summer publication. We propose to use the corresponding LCF
data, which are available for the latest year, to estimate growth between the latest two years (using LCF for both),
which will be used to project forward from the latest available BEIS energy consumption data. These provisional
estimates will then be revised using the BEIS data in the following year’s publication.

Although many of our data sources are able to provide estimates for areas down to the local authority level, this is
not the case for all sources. In particular, the data on actual and imputed rental from the Valuation Office Agency
(VOA) and devolved administrations, and the data from the Bank of England on direct and indirect banking
charges, are only available at the NUTS1 level of geography. We will need to use different data or methods to
produce estimates for smaller areas. For rental, we already have an established methodology using dwelling
stock and median house prices to estimate rental values, so we can use this again for household expenditure.
For banking services, we will need to develop a modelling approach for smaller areas.

Another issue concerns the arbitrary weighting of turnover components used in combination to provide a good
match to the commodities within certain COICOP classes, particularly those in the recreation and culture division.
Since some of these components include a majority of activity that does not relate to households (such as aircraft
maintenance), or relates to a wider scope (such as the use of motor vehicle maintenance to cover recreational
vehicles, or the sale of other motor vehicles, which includes heavy goods vehicles), we have reduced their impact
by a factor of ten. We have no true information on how much of the data actually relates to the item of interest,
and it is possible that the factor is very inaccurate.
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As mentioned earlier, the LCF data for education does not include students living in halls of residence, which may
affect the quality of estimates for the national concept. So far, we have been unable to obtain a suitable regional
data source to address this under-coverage.

The data used to allocate the international tourism flows (spending in the UK by foreign visitors and spending
abroad by UK residents) to regions of the UK come from the International Passenger Survey (IPS). However,
they do not include a commodity breakdown. We have a commodity breakdown for the UK as a whole, but for the
regional allocation we have assumed the same composition of goods and services applies equally across all
countries and regions.

Finally, we have no regional data for illegal activities (narcotics and prostitution) and have used the distribution of
the adult population to allocate these activities across the UK. If we can identify a suitable data source that is
reliable and consistent across UK countries, we will make use of it in our measures of both gross value added
(GVA) and household expenditure. Until then it is important that users are aware that these estimates do not
contain any real information about the regional variation in illegal activities, and no such inference can be derived
from the data.

8 . Future plans

This article and its accompanying dataset is the first step towards a fully integrated measure of regional
household expenditure. Its purpose is to show what is currently possible and explore the strengths and limitations
of the data currently available. We will follow this publication with a public consultation, in which we will seek the
views of users on what we have achieved here, and where they want us to focus our efforts in the future.

Ahead of that, it is worth taking a look at some of the things we expect to make a difference in the coming years.

Boosts to the Living Costs and Food (LCF) Survey

Recently both Scottish Government and the Northern Ireland Statistics and Research Agency (NISRA) have
provided funding for a significant boost to the LCF sample in their respective countries. We expect to see an
improvement in the quality and reliability of LCF estimates for Scotland and Northern Ireland as a result, and as
the boosts have been designed to cover all areas, we also expect to see better estimates for smaller areas of
these countries in the data for 2017 and beyond.

In addition to these country-specific boosts, we have used some of the funds from the Devolution Project to add
some extra questions to the wider Survey on Living Conditions (SLC), which has a combined sample size of
12,000 households. While this will not provide the detail of spending that we get from the LCF, the additional
information should enable better modelling and estimation of small area estimates across the whole UK. The
extra questions have been included for two years beginning from April 2018.

Credit and debit card data

Since the enactment of the Digital Economy Act 2017, we have been engaged in the process of identifying and
negotiating the acquisition of additional data from a variety of administrative and commercial sources. One
avenue we have been exploring is the acquisition of anonymised data on credit and debit card purchases from
the companies that issue the cards.
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https://www.ons.gov.uk/economy/regionalaccounts/grossdisposablehouseholdincome/datasets/regionalhouseholdfinalconsumptionexpenditure

If successful this may provide useful additional data on purchases by households, with the location of the
purchaser and the outlet used both being included at a level that protects the confidentiality of people’s personal
information, enabling a large amount of extra data to be fed into both concepts’ measures. The main weaknesses
we have identified so far lie in the categorisation of merchants to provide a good match to the commaodities we
want to measure, and the limitation that cards are not the only means used to make purchases. Nevertheless, if
we can secure these data it should make a big improvement to the quality and reliability of our estimates,
particularly for smaller areas.

This is not the only potential source of additional data that we are investigating, but in the short-term at least it
appears to be the most promising.

Next year’s publication

This article and its dataset will be followed by a public consultation, in which we will gather views from a wide
range of users on the data and methods we have used here, the various issues we have identified that need
more work to fully resolve, and the provisional results we have produced.

We should stress again that these results are experimental and are subject to many potential sources of
statistical error, for the reasons explained in this article. You are advised to use these data with caution.

Once we have gathered the views of users, we will firm up our plans for a more extensive dataset covering other
geographic areas of the UK. We will examine the impact of sample changes on results and their sensitivity to
some of the assumptions we have been forced to make, with a view to improving our methods and reducing the
volatility of results, particularly for smaller areas. We will also look to take on any better data sources that become
available to us.

Our current aim is to publish the first full dataset as Experimental Statistics in the summer of 2019, following our
regular publication of regional gross disposable household income (GDHI). The development of these statistics
will take several years to achieve fully reliable measures at all geographic levels. This is merely the first step on
that journey.
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