KEY TAKEAWAYS
This report offers a timely discussion on recent policy
developments and research regarding the tax system in
Wales. This is because:
• The key to prosperity in Wales resides in advocating
for humanity’s natural inclination for cooperation,
trade, association, and the pursuit of knowledge and
innovation.
• We believe this is achievable through openness,
a sense of fairness, and most importantly,
courage.
• Wales is at a crossroads and must take this opportunity
to re-examine its history, reassess the way politics
have been carried out during the last few years,
acknowledge its unique position within the UK and in
the world, and look to the future through openness,
inventiveness and ambition.
• The results of the upcoming Senedd election will
most likely reflect the Welsh electorate’s opinions
and feelings in regard to the past year, as well as their
hopes and individual aspirations for Wales towards the
future.
• It is time for Welsh policymakers to take the driver’s
seat, advance on matters of fiscal responsibility, and
set out ideal conditions for a freer, more dynamic and
prosperous economy.
Specifically, we state that:
• For businesses, a simpler tax system, and a sense of
stability and direction in regard to corporation tax is
key.
• Though the UK corporation tax is quite
competitive, it is also biased against new
investment. Since SMEs represent over 99% of

the private sector in Wales, fixing this bias could
benefit businesses by paving the way for future
technological investment and hiring.
• Reassessing the competitiveness of Welsh
businesses, their capital allowances, annual
investment allowance, and the economic and
societal impact of how the current tax system
may have played a significant role in the lack
of business capital investment and the slow
economic growth in Wales.
• Attracting international investment and providing
domestic companies with the right assurances to carry
out their own planning and investment decisions is
essential for an effective economic recovery.
• Instead of looking for imaginative and bold solutions
to solve their budget issues during the pandemic,
local councils are resorting to the most unimaginative
and harmful solution: tax increases in the midst
of economic catastrophe. Indisputably, this adds
more financial pressure on individuals, families and
businesses that already struggling in Wales:
• Council tax is set to rise about 4% in Cardiff and
Caerphilly to fund budget gaps and guarantee
provision of public services.
• Last year, out of work benefits claimants more
than doubled (rise of 87% between December
2019 and December 2020) to around 112,600
people.
• The recently published Business Impact of
COVID-19 Survey (BICS) by the ONS showed
that a higher rate of businesses in Wales (27%)
applied for grant funding in comparison to those
in England (15%).
• As Wales battles through with the COVID-19 pandemic
and waits for the unfolding of the political and

economic life post-Brexit, the last thing the Welsh
people need is a punishing tax system just to furnish
the government with more revenue streams. Some
key figures showing the impact of the pandemic on
unemployment:
• According to the ONS, unemployment in Wales
rose to 4.6% fin November 2020, compared to
3.2% in the previous quarter. This represents the
largest quarterly increase among UK nations.
• In the three months to November 2020, at least
71,000 people were looking for work (up 14,000
compared to August).
• Employment rate in Wales (of those aged 16-64)
stands at 72.4%, compared to the UK average of
75.2%.
• ONS figures show that average monthly wages
in Wales have risen by 5.4% to £1,784, which
suggests many low-paid jobs have been lost.
In regard to the Welsh tax base:
• Official statistics in 2020 (StatsWales) show that Wales’
economic inactivity is the second largest within the
four UK nations at 24% (behind Northern Ireland
with 26.4%). The same statistics show that this is
particularly worryingly high among those aged 55-64.
• In Wales, the largest proportion of income tax revenue
comes from the upper end of the earnings distribution.
This is partly explained by high levels of unproductivity
and the low proportion of high skill workers in Wales,
compared to the UK-wide average.
• Notably, 2020 figures show that the average (median)
gross weekly earnings in Wales are significantly
lower than in the UK as a whole, standing at £537.80,
compared to the UK’s average, £585.50 (£589.90 in
England, £592.70 in Scotland and £528.60 in Northern

Ireland) (StatsWales).
• In 2020, ONS statistics highlight Wales’ large ageing
population, projecting that, by 2022, the Welsh
population aged between 16 and 64 will shrink, while
the fastest projected growth will be for the population
aged over 74.
• Poor job prospects, lack of retention schemes,
low wages, low value placed on apprenticeships,
and low availability of high skilled jobs push
many young people and recent graduates to
leave Wales and seek better opportunities in
cities in England and Scotland, or even abroad.
• In the long run, Wales will need young
professionals and an increasing support of
apprenticeships and training programmes
to boost the economy after the coronavirus
pandemic.
We call on Welsh policymakers to take on the duties of
devolution responsibly. They must:
• Find the best means possible to attract and foster
economic growth and wealth creation in Wales.
• A drastic political and philosophical approach to
corporate, property and personal income taxes is
needed for this to be possible.
• Those policymakers who defend the project of
devolution so strongly must see that there is
no greater way to empower the Welsh people
than by laying out the right political and fiscal
policy-related incentives for them to realise their
own economic projects, and as a consequence,
become the masters of their own destinies
through their own ideas, aspirations and hard
work.
• This will also require addressing geographical

inequalities and variations across Wales, to
ensure that all of Wales benefits from future
economic growth.
• Step up to the task of going global, and actually
levelling up Wales with the rest of the UK, instead
of relying on fiscal transfers from Whitehall (which
amounts to 83% of the current Welsh Government
funding) to perform the job.
• While the departure from the EU represents
many (mostly fiscal) challenges for Wales, at the
Centre for Welsh Studies we firmly believe that it
also presents opportunities.
• Re-think the additional rate of income tax to
make Wales a more attractive place to work,
invest, set up a business, and ultimately, create
wealth.
• The UK’s (and therefore, Wales’) personal income
tax system comes at 24th out of 36 in the
OECD’s International Tax Competitiveness Index,
making it obvious that there is plenty of room for
improvement.
• Existing responses to tackle poverty and
inequality have been to support the introduction
of new taxes, lifting the current rates of existing
taxes, or a universal basic income—all in the
name of a moral duty for social justice and
redistribution.
• But before thinking about redistribution,
policymakers need to focus on creating wealth to
begin with, and Wales desperately needs it.
• This simple ‘wealth before redistribution’
principle is comparable to that well-known rule
on flights: “in case of an emergency, put your
oxygen mask on first, before helping others”.
Naturally, if you run out of oxygen, you will be

unable to aid anybody else, and in the same way,
Wales cannot effectively help the poor if there is
no money to redistribute in the first place.
• Land Transaction Tax should indeed be eliminated in
Wales.
• The current property tax policies in Wales have
created huge economic distortions and reduced
productivity in dramatic ways.
• The Land Transaction Tax (LTT) discourages
mobility and mutually beneficial transactions.
The biggest challenge, of course, will be to
convince policymakers to get rid of it, especially
as it is set to yield around £231 in revenue for the
funding of the Welsh Government’s 2021-2022
spending plans.
• Business rates in place discourage capital
investment and formation, as this also includes
buildings, structures, plant and machinery.
The Welsh Government is currently studying the
possibility of introducing four new taxes:
1. a vacant land tax
2. a social care levy
3. a disposals plastic tax, and
4. a tourism tax.
This is far from ideal, particularly the tourism tax, as
it would harm the hospitality sector the most, which
has been one of the most impacted sectors during the
Coronavirus crisis. Data from August 2020 showed that 4
of 5 hospitality workers remained furloughed.
An online sales tax in the future would disincentivise
SMEs investing in digitising their businesses. It is
estimated that SMEs represent 99.4% of total enterprises

in Wales, and that some of them still do not have
any online presence. Welsh policymakers have the
responsibility to encourage competitiveness, cooperation
and innovation through the use of new technologies and
business models. This includes e-commerce. After all,
Wales needs big and bold ideas for the big challenges
coming ahead; the competitiveness and survival of
Welsh businesses is at stake.
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