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What is GVA? Liam O’Farrell

Definition and description

Gross value added (GVA) measures the contribution made to an economy by one individual producer,
industry, sector or region. The figure is used in the calculation of gross domestic product (GDP).

Some issues with the term
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What is GVA?

The ONS produces information on regional GVA (see map). This is based on Blue Book national records,
HMRC data on PAYE taxation, earnings, employment, finance and regional commuting patterns. The
weaker GVA of regions such as the West Midlands relative to London and its hinterland drive policy-
makers to launch interventions to boost the regional economy. For example, the West Midlands
Combined Authority recently launched its Forum for Growth to coordinate infrastructure (HS2 and intra-
regional transport), industry, regeneration, skills, place-making and house-building in order to increase

regional economic growth and inward investment.

There are figures available for regional GVA. However, these do not account for inter-regional
commuting patterns which can distort the economic output of regions with large numbers of people
commuting in and out of the area. It also cannot accommodate different labour market structures in
regions, such as shares of people working full- or part-time and regional differences in labour market
participation (such as more zero-hours or “gig economy” contracts in certain areas).

. Not a measure of standard of living, as it doesn’t show Gross Disposable Income of the household

. Not a measure of how much is produced because it uses current prices, which change over time
and so values need to be deflated

. Can’t compare standards of living between areas, because of different regional patterns in taxes,

benefits and price levels.

Riley, R. et al. (2018) “Measuring Success — review of indicators and
recommendations”,

https://www.wmca.org.uk/media/2237/measuring-success.pdf

Marais, J. (2006) ‘Regional Gross Value Added’, Economic Trends (627),
https://www.ons.gov.uk/ons/rel/elmr/economic-trends--discontinued-/no--
627--february-2006/regional-gva.pdf

ONS, “Gross Value Added (GVA)”
https://www.ons.gov.uk/economy/grossvalueaddedgva

Financial Times, “Lexicon: Definition of GVA”

http://lexicon.ft.com/Term?term=gross%20value%20added%20GVA

UNIVERSITY©F BIRMINGHAM
BIRMINGHAM ‘ SoHOOL

SCHOOL



https://www.wmca.org.uk/media/2237/measuring-success.pdf
https://www.ons.gov.uk/ons/rel/elmr/economic-trends--discontinued-/no--627--february-2006/regional-gva.pdf
https://www.ons.gov.uk/economy/grossvalueaddedgva
http://lexicon.ft.com/Term?term=gross%20value%20added%20GVA

