“[Our] freedom has been gained in this
country – not by great abstract campaigns,
but through the objections of ordinary
men and women to having their money
taken from them by the state. In the early
days, people banded together and said
to the government, ‘you shall not take
our money before you have redressed
our grievances.’ It was their money,
their wealth, which was the source of
independence against the government.
This is crucial.”
—Margaret Thatcher
Speech to Conservative Party Conference
Brighton, 20th October 1967
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1 — INTRODUCTION
This report endorses fiscal responsibility, equitable and
simple tax structures, and economic growth in Wales.
Ultimately, it promotes the pursuit of a fairer and low
tax economy, and as a consequence, the consolidation
of a free society. Liberal philosophy lies at the core
of this report; thus, a firm belief “in the dignity of the
individual, [and] in his freedom to make the most of
his capacities and opportunities” (Friedman, 2002
[1962]: 195). Acknowledging the impact of the COVID-19
pandemic in Wales, this document urges policymakers
to show competence and fairness through the creation
of tax policy that encourages 1) economic recovery and
resilience, 2) trust and political accountability, and last
but not least, 3) wealth creation and prosperity for the
future.
Our stance at the Centre for Welsh Studies (CWS) is
that 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. All of this, we believe, is achievable through
openness, a sense of fairness, and most importantly,
courage. As Eamonn Butler (2020) from the Adam
Institute pointed out recently, despite the many
unsubstantiated fears and panics of economic and
social havoc precipitating post-Brexit, the stock and
housing markets didn’t collapse, and Britain’s trade and
manufacturing industries carried on.
It is precisely now when Wales must make the most of
the global opportunities at hand and take responsibility
for the creation of its own wealth and prosperity. After all,
this is not the first time Britain confronts uncertainty and

succeeds in the process; in this sense, historian Johan
Norberg (2020) reminds us that Britain’s superiority in
the early Industrial Revolution was largely based on the
fact that “there was no longer a controlling hierarchy, no
overarching plan, no road that everybody had to walk.
There was suddenly room for the unexpected”, and
the freedom to forge new ideas, debates, inventions,
associations, and ultimately, our own destiny (Norberg,
2020: 188).
The upcoming Senedd election (due to be held in May
2021) will most likely be a historical one. Undoubtedly, its
results will 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. This will necessarily include the
notion of a fairer, lower and simple tax system, which
stimulates demand, consumption, investment, wealth
creation and growth in a post-pandemic, and postBrexit, context.

1.1 — STRUCTURE OF THIS REPORT
Policy should not be something we can randomly
align with our personal whims; it requires careful
understanding of the issue at stake, and responsible
approaches in the search of sound and feasible solutions.
This report illustrates our commitment at the CWS to
presenting thorough, verifiable and clear information in
support of our policy proposals and suggestions.
Suitably, the following section, State of the Art, provides
a summary of the key terms, data and background
(laws, policy developments and events) to initiate a
meaningful discussion on the matter. For the purpose of
providing a broad and opportune analysis on tax policy
in Wales, this section focuses on presenting the essential
facts concerning the Welsh tax base and the recently
published Welsh draft budget 2021-22. Together, both
items provide a starting point and context to frame and
support our policy proposals. The research and data
offered here stem from several sources, including the
ONS, Senedd Research, The Wales Centre for Policy
Research at Cardiff University, StatsWales, Welsh
Government, the Centre for Towns, and our previous
policy reports.
The next section, “Taxes in a post-pandemic context:
towards economic recovery and political accountability”,
will discuss, and build on, recent post-COVID-19
recovery and pro-growth policy approaches suggested
by the Organisation for Economic Co-operation and
Development (OECD), The Centre for Policy Studies, The
Tax Foundation, The World Bank and The Chartered
Institute of Taxation. The aim will be to strengthen our
call at the CWS for tax authorities in Wales to create a

taxing environment that effectively addresses a targeted
and efficient post-pandemic economic recovery, while
also building trust and political accountability across the
nation.
We argue that 1) a sound political roadmap, 2) explicit
acknowledgement of geographical inequalities
exacerbated by the pandemic, and 3) the conception of
a fairer and more accountable tax system in Wales are
key to building a policy that is both pro-recovery and
pro-growth. Towards the end of this section, we also
discuss the recent UK-wide debates on the feasibility of
an online tax: Does it make sense? Does it disincentivise
investment, development and growth? And finally, how
could such move affect Wales?
Following this, the subsequent section, called “Delivering
successful stimulus: Fostering growth and resilience for
the future”, will briefly discuss some ways and directions
that Welsh policymakers should adopt in the pursuit of a
low taxed, robust and free economy in the mid and long
terms.
Parallel to this, we encourage Welsh policymakers to
embrace Brexit as an opportunity to pursue global
partnerships across the globe; we see this moment as a
historical one to diversify, share know-hows with other
countries and regions, and improve dynamism and
competitiveness in the Welsh economy.
Equally, we will strongly assert the need for the Welsh
Government to re-assess the aims and implications
of its devolved taxing powers, particularly in a time
where many businesses, self-employment (Blundell
and Ventura, 2020) and old economic models in

urban centres (shopping centres and high streets)
are in crisis, while the digital and housing markets are
flourishing (Fullelove, 2020; House of Commons Treasury
Committee, 2020). Appropriately, we will highlight the
negative distortions and anti-growth effects generated
by the Land Transaction Tax (which we believe should be
abolished altogether) and business rates in Wales.

2 — STATE OF THE ART
2.1 — BACKGROUND AND WALES’ TAX
BASE
Since April 2018, the Welsh Government and Senedd
Cymru have been responsible for the following devolved
taxes:
• Land Transaction Tax (replaced Stamp Duty Land Tax
in April 2018)
• Landfill Disposals Tax (replaced Landfill Tax in April
2018)
• Welsh Rates of Income Tax (WRIT) (partially devolved
from April 2019)
Together, these taxes contribute funding of around
£2.5 billion annually for Welsh public services (Ifan and
Poole, 2018). When Council Tax and Non-Domestic
Rates are added to the picture, roughly £5 billion of
devolved and local tax revenue is raised to fund public
services in Wales (Owens and Jones, 2020). This is
equivalent to about 30% of the Welsh Government and
local authorities’ current spending. According to the
recently published draft Budget 2021-2022, around 17%
of the Welsh Government spending will be funded from
devolved tax revenue (Welsh Government, 2020: 2).
For the purposes of this report, it is important to mention
that 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. Historical research into modern
taxation systems (Seelkopf et al., 2016) reminds us that,

as times and circumstances change, governments
look for different ways of expanding their tax base and
sources of revenue. However, the current pandemic and
necessity for long-term growth in Wales may indicate
that the implementation of these taxes 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.

2.2 — THE WELSH TAX BASE
2.2.1 — INCOME TAX
A recent report on the Welsh tax base (Ifan and Poole,
2018) argues that the largest source of revenue derives
from Income Tax, and that its stability depends heavily
“on employment rate, wages, and population levels.”
That same study, as well as our own (MacKinnon and
Power, 2020), discuss some of the problems income tax
in Wales faces in relation to those three aspects:
• Official statistics (StatsWales, 2020a) 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 rUK (the country 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, 2020b).
• Compared to the rest of the UK, the Welsh income tax
base heavily relies on public sector employment and
pensions (Ifan and Poole, 2018).
• As we have discussed in previous reports (MacKinnon
and Power, 2020), Wales has a slow-growing
population, compared to the rest of the UK, meaning

that tax revenues continue to grow at a lower rate than
most regions in the UK, particularly when compared to
England’s revenue growth.
• Equally, figures by the ONS and Ifan and Poole’s
report (2018) highlight Wales’ large ageing population.
The ONS (2020a) projects 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. Notably, taxpayers aged 35-54 earn 28
per cent more average in the rUK than in Wales (Ifan
and Poole, 2018: 11).
• Migration and commuting flows between England and
Wales is a significant topic, particularly in relation to
Wales’ failure to retain its young people and graduates.
On the matter, Ifan and Poole (2018: 12) argue that a
“change in gross and net flows of migrants between
Wales and England would affect the skills composition
of the Welsh labour force. Compared with the other
devolved nations, Wales currently has a lower retention
rate of graduates from Welsh universities who stay and
gain employment in Wales.” Equally, the same authors
note that Welsh residents who work outside of Wales
earn, on average, 30% more than those who live and
work in Wales.
• ONS (2020b) figures show that unemployment in
Wales rose to 4.6% for the period August to October
2020, compared to 3.2% in the previous quarter. This
represents the largest quarterly increase among UK
nations. Employment rate in Wales (of those aged 1664) stands at 72.4%, compared to the UK average of
75.2%.

2.2.2 — COUNCIL TAX AND BUSINESS
RATES
• Council tax revenue in 2019-2020 amounted to £1.5
billion (StatsWales, 2020c). Revenue from council
taxes fell dramatically throughout 2020 due to the
pandemic, and rates are expected to rise in the spring
by at least 4% (BBC News, 2021a).
• When discussing non-domestic rates (NDR), also
known as business rates, it is worth noting that the net
of refunds in 2019-20 totalled £987,342,000 (StatsWales,
2020d). Industrial and utilities properties accounted for
the majority of the NDR tax base. The office sector is
noticeably smaller than England, and the retail sector
recorded a fall in the number of rateable properties.
• The impact of the Coronavirus pandemic on the
workforce, businesses and economic output will have
to be taken into account when proceeding with sound
tax policy reforms. The UK is now officially in recession,
following two quarters of decreases in its GDP.

2.3 — WELSH DRAFT BUDGET 2021-22:
MAIN POINTS
• On the 21st of December 2020 Minister for Finance
and Trefnydd, Rebecca Evans, unveiled the Welsh
Government’s draft budget 2021-2022. Largely due to
the Coronavirus pandemic, the document prioritises
spending and investment in three main sectors: health,
public and social services. In a nutshell, the following
spending news are noteworthy:
• £420 million for health and social services
• £176 million to support pressures on schools and
social services
• £200 million investment in affordable and social
housing next year
• £40 million extra for the Housing Support Grant
to address homelessness
• £40 million for improving education
infrastructure
• £8.3 million to support curriculum reform
• £20 million to support active travel
• £274.7 million investment in rail and metro
• The draft budget comes in response to the UK
Government’s Spending Review, and its settlement for
Wales, which was unveiled on the 25th of November
2020 (UK Government, 2020). Chancellor Rishi Sunak
then announced that Wales would be receiving £1.3
billion of new funding from the UK Government
in 2021/22 through the Barnett formula, and to be
used for devolved areas such as education, social
care and housing. This figure is separate from the
£5bn additional funding guaranteed to the Welsh
Government in 2020/21.
• Additionally, of the £55 billion set aside for COVID-19
related costs on public services next year, £766
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million of which have been allocated to the Welsh
Government, with an additional £660 million of
additional spending from reserves (Wales Fiscal
Analysis, 2020).
UK-wide projects such as the Restart Programme
and the Gigabit and Shared Rural Network project
are also meant to enhance this package. Likewise, it
is important to note the allocations of £220 million to
Wales through the UK Prosperity Fund (UKPF) scheme
(though falling short of the promises made in the
Conservative Party 2019 manifesto), as well as the £240
million given to support farmers, land managers and
the rural economy in replacement of the EU common
agricultural funding previously available.
In regards to tax policy, the document details the
government’s vision of “delivering a fairer and more
progressive tax system in Wales” (Evans, 2020).
With effect from 22 December 2020, the Welsh
Government committed to not raising Welsh Rates of
Income Tax during this Senedd, thus the three rates
remaining at 10 pence for 2021-2022.
Equally, subject to Senedd approval, from 22
December 2020 the Welsh Government will raise each
of the higher residential tax bands of Land Transaction
Tax (LTT) by 1 percentage point. As the written
statement by the Minister explains, the higher tax rates
usually apply to home purchases which are bought,
“generally… not to be the main residence for the buyer,
but… to provide a second home, be used as part of a
holiday letting business, or for a longer term letting.”
(Evans, 2020)

Tables 1 and 2 below illustrate the new changes:

Table 1: LTT Residential higher rates 1 April 2018-21
December 2020
PRICE THRESHOLD

LTT RATE

£0 to £180,000

3%

More than £180,000 to £250,000

6.5%

More than £250,000 to £400,000

8%

More than £400,000 to £750,000

10.5%

More than £750,000 to £1,500,000

13%

£1.5m plus

15%

Table 1: LTT Residential higher rates 1 April 2018-21
December 2020
PRICE THRESHOLD

LTT RATE

£0 to £180,000

4%

More than £180,000 to £250,000

7.5%

More than £250,000 to £400,000

9%

More than £400,000 to £750,000

11.5%

More than £750,000 to £1,500,000

14%

£1.5m plus

16%

• In regard to non-residential property purchases, Evans
(2020) proposes to lift the LTT by 50%. Businesses, in
the main, will not pay tax on purchases costing up to
£225,000.
• Additionally, the Welsh Government announced that it
would not be extending the current LTT temporary tax
reduction (Property transaction tax holiday) beyond
the planned end date of 31 March 2021. In this regard,
Evans (2020) commented: “We were clear this was a
temporary measure to support the housing market
in an unprecedented time. A return to the rates and
bands which existed prior to 27 July will mean, again,
Wales will be the only country in the UK with a starting
threshold which is higher than the average price of a
home. This means the majority of homebuyers will still
not be liable for Land Transaction Tax and maintains
this Government’s progressive approach to taxation.”
• From 1 April 2021, Landfill Disposal Tax (LDT) will be
raised in line with inflation, thus aiming for consistency
with the UK landfill taxes for 2021-22. This approach
was followed in order to provide greater certainty after
the crisis generated by the pandemic, but also “to
support the LDT policy objective of reducing waste
going to landfill in Wales, and to protect against the
risk of waste being transferred across the WalesEngland border to take advantage of lower rates”
(Welsh Government, 2020).
• In a press release, Welsh Conservatives’ Shadow
Finance Minister Nick Ramsay MS said: “This budget is
clearly a missed opportunity to build back better and
represents more of the same from this tired Welsh
Labour Government. The Welsh Government had an
opportunity today but has failed to deliver a recovery
plan for Wales. Instead of promoting aspiration
and opportunity, they want to go back to taxing

homeowners when they buy a house worth between
£180,000 and £250,000. And instead of supporting
our young people by giving them the funding they
need, the Welsh Government is spending £8.3 million
on curriculum reform in Wales, and not delivering the
basics to improve our education rankings on the UK
and international stage.”

3 — TAXES IN A POST-PANDEMIC
CONTEXT: TOWARDS ECONOMIC
RECOVERY AND POLITICAL
ACCOUNTABILITY
This report was written and published in the midst of
the 2020-2021 COVID-19 pandemic. In response to the
crisis, the last year saw unprecedented state intervention
in economies all over the world, including the UK. As
in the rest of the country, the Welsh economy will
require the necessary fiscal policy to exit the crisis,
particularly as containment and mitigation measures
are slowly removed from the picture. At the CWS we
have identified a few main tax-related issues, which we
consider key to ensure recovery and growth:

3.1 — CHARTING A POLITICAL ROADMAP
FOR POST-PANDEMIC GROWTH
As time progresses, it becomes clear that the political
roadmap post-COVID-19 needs a great deal of specificity
and certainty, particularly in relation to the conception
of a competitive and sound tax structure in Wales. A
notable feature of the UK tax system—and as a result,
of the devolved Welsh tax framework—is that it has
developed over time, budget-by-budget, consequently
leaving little time and space for thorough long-term
planning, coherence and economic strategy (Clougherty
et al., 2020: 28). Hence, thinking of a broader tax
roadmap that effectively signposts the direction in
which the Government is likely to go is useful, not only
for broader fiscal strategy, but also for the provision of
political certainty for individuals and businesses alike.

Nevertheless, the unprecedented economic toll of the
pandemic—an estimated 14% of economic contraction
for the British economy, overall (OECD, 2020a)—clearly
forces national and Welsh policymakers to remain openminded and to not set everything in stone. Tax revenues
have fallen drastically, and the UK government’s debt
has risen above 100% of the GDP. This is precisely why
we argue that a good tax roadmap is needed for the
achievement of a post-pandemic economic agenda
that successfully addresses recovery while also looking
forward towards growth and long-term economic
resilience in the UK, and Wales, specifically.
Ideally, this roadmap would also include the lessons
learnt from the past, thus, identifying the sites of
economic inefficiency, and aptitude to pinpoint the right
and efficient places to raise revenue for the funding
of essential public services post-2020. The pandemic
has revealed the necessity of investment in transport,
roads and infrastructure, better housing, and optimal
broadband Internet access for remote learning and
working in Wales. There is no excuse for policymakers to
pursue ambitious policy projects while also practising
fiscal responsibility, accountability, clear targets,
sustainable and long-term goals, and the formulation of
simple-low-tax systems to support them.
Our stance is supported by a recent report by the OECD
(2020b), which argues that a good and thought-through
mix of containment, recovery and-pro-growth-oriented
policies should be in place. At the CWS we believe
that this will inherently require better communication
and coordination among the 4 UK nations, increased
transparency, and most importantly, a willingness
from the Welsh Government and tax authorities to

demonstrate flexibility competence and fairness through
taxation policy.
For businesses, in particular, a sense of stability and
direction in regard to corporation tax is key. The UK has
one of the most competitive corporate tax rates in the
world, currently at 19% (the lowest among G20 countries),
yet, for businesses, certainty and simplicity are pivotal
in order to gain perspective on the pro-growth nature
of the tax system in place and the possibilities for
competitiveness.
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. Reassessing
the competitiveness of Welsh businesses, their capital
allowances, annual investment allowance, and the
economic and societal impact of non-residential
property transactions (within the LTT framework) lay
out the path for deeper discussions on 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.

3.2 — ADDRESSING GEOGRAPHICAL
INEQUALITIES AND VARIATIONS
ACROSS WALES
Policymakers must recognise that the impact of the
virus across Wales has varied from region to region. In
this sense, a recent paper published by Senedd Research
(Thomas, 2020), acknowledged the huge variations in
terms of unemployment, workers being furloughed,
job advertisements and vacancies, temporary and
permanent business closures, and the reductions in
economic output. In general, it is worth noting that
rural areas and the Valleys have been the most affected
of Wales during the pandemic. In fact, studies by the
Centre for Progressive Policy (Alldritt et al., 2020) and
the Centre for Towns (Warren et al., 2020) found that
rural, coastal and ex-industrial towns will require more
time to recover; Blaenau Gwent, Merthyr Tydfil, Newport,
Pembrokeshire and Rhondda Cynon Taf being among
the least resilient authorities in Wales.
In the article “The Post-Pandemic Brave New World”,
Martin Sandbu (2020) states that one of the ways to
tackle geographical disparity and technological change
is to think about fairer, simpler and lower tax schemes.
He also points out that the promotion, investment
and retention of high-quality jobs should be central to
an effective post-pandemic tax strategy. After all, the
absence of a high-quality and professional workforce
leaves a country’s tax base (and prospects for growth)
under threat. In the previous chapter, we highlighted
Wales’ worrying inability to retain and attract graduates.
Inexistent job retention schemes, low wages and the
lack of apprenticeships and high skilled jobs push many

young people to 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.

3.3 — BUILDING BETTER AND FAIRER
ACCOUNTABILITY IN THE TAX SYSTEM
The unparalleled scale of the current crisis may also
provide a unique opportunity to start meaningful
debates in Wales on tax accountability, fairness,
facilitation and trust. According to the World Bank’s Tax
Compliance programme, “improving facilitation makes it
easier to fulfil” tax obligations, while it also makes it clear
that “taxpayers are more likely to comply when they
trust their tax payments will be spent effectively and
fairly” (Custers et al., 2020). Equally, if taxpayers perceive
that the government has “short-changed” them during
the crisis, they are most likely to be resistant towards the
government’s tax policy.
In the case of Wales, in terms of trust and accountability,
a recent poll by YouGov (McDonnell, 2020) shows a sharp
drop in confidence in the Welsh Government’s handling
of the pandemic. The 2-week ‘firebreak’ lockdown,
the lack of trust from the hospitality sector, and the
slow progress of the vaccine rollout are highlighted
as some of the main drivers behind this. Additionally,
recent news on council tax increases in the spring
of 2021 (BBC, 2021a) send disappointing messages
across Wales, thus widening the gap between the
electorate and local government in regard to trust and
fairness. After all, “harsh revenue targets… may create
incentives for tax collectors to squeeze money out of an

already devastated tax base, causing resentment and
suppressing growth” (Custers et al., 2020). As we have
argued in this chapter already, rather than focusing on
unattainable budgeting targets, perhaps local councils in
Wales need to refocus on long-term political roadmaps
and the creative expansion of the current tax base. This
could be done, for example, by:
1. Emphasising a sense of partnership with local
taxpayers.
2. Easing the tax burden on businesses so that they can
invest in capital and technological investment, and
therefore contribute to local recovery and growth
3. Pushing for local products through stronger branding
and promotion both in the UK internal market, and in
new overseas markets.
4. Providing supporting strategies and incentives for the
creation of new SMEs and the attraction, or retention,
of talent and high-quality jobs.
It is discouraging that instead of looking for solutions
like the ones proposed above, 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 already struggling
during the pandemic. It is true that council budgets all
over the country have been greatly affected—Cardiff
accounting for a budget gap of £16.4m (BBC News,
2021a), for example—but savings and cost cuts could
come from elsewhere too.
As businesses have been forced to save on physical
spaces and offices during the last year, it may also be
necessary for local councils to re-think the use and cost

of their own buildings and bureaucracy. While we are not
advocating for the abandonment of physical offices, local
councils should work on rigorous laws that permit and
promote videoconferencing whenever possible. Such
move will likely strengthen public trust, transparency
and fiscal responsibility at a local level. On this subject,
there have been calls across the UK recently called for
the need to maintain videoconferencing technologies in
place (Mercer, 2020).
In a recent blog entry, Cllr Paul Mercer (2020) of
Charnwood Borough Council argued that Zoom
conferences made council work far more accessible
to the local community, while also increasing public
accountability and scrutiny. He also pointed out that
this approach saved significantly on travelling and
environmental costs. Thus, the economic, social and
political benefits of a hybrid model that efficiently
complements physical contact and videoconferencing
are rather explicit for all stakeholders, local councils and
taxpayers alike.

3.4 — THE DEBATE ON FUTURE TAXES:
THE CASE OF AN ONLINE SALES TAX
From a historical perspective, research shows that
economic development, technological advancement and
the aftermath of periods of great economic crisis (like the
World War II) have been defining factors contributing to
the adoption of new taxes (Seelkopf et al., 2016). Indeed,
the introduction of a variety of taxes, like the personal
income tax (re-introduced by Sir Robert Peel in 1842),
were driven by the impact of trade openness, hence,
the government’s loss of revenue-generating capacity
through highly protective duties on exports and imports.
Though the British income tax was supposed to be only
a temporary measure, soon the government found it
to be an efficient and effective source of revenue for
the government, contributing to over 20% of overall tax
revenues a decade after being introduced (Seebohm,
1983).
This historical snapshot is important because it makes
us realise that tax policy is not static. The debates and
legislation over a new tax are important because they
signal important cultural, ideological, technological
and economic changes in a particular society. Most
importantly, they also provide clear indications of the
political paths and revenue sources a government is
willing to consider in order to fulfil its political aims and
spending commitments.
As stated in the previous section of this report, the Welsh
Government is currently exploring four new taxes: 1) a
vacant land tax, 2) a social care levy, 3) a disposals plastic
tax, and 4) a tourism tax. All of these are in line with
current discussions related to the environment, social

care, and housing and land use, and align with devolved
matters. Taxes on greening the business tax system
through a carbon tax, or the idea of a retrospective
windfall tax on businesses that profited greatly during
the pandemic have also been circulating in Westminster
(House of Commons Treasury Committee, 2020) as new
alternatives for governments to raise additional revenue.
With the growth of the Internet and online shopping,
particularly during the pandemic, debates over, and even
pressure for, the creation of an online/digital sales tax
in the UK have been growing. Westminster has already
revealed proposals for its implementation (HM Treasury,
2020) but research by The Taxpayers’ Alliance suggests
such a tax will hurt consumers and all businesses
(Friend, 2020). There is no doubt that e-commerce has
grown exponentially, and that a good policy addressing
concerns around ways to level up the playing field for
traditional and high street competitors is due, but the
solution should not involve the imposition of additional
and economically damaging tax schemes, especially
with the post-pandemic pressures already taking their
toll.
The UK government’s Business Rates Review concluded
that an online sales tax would mean a “sustainable
and meaningful revenue source for the government”.
However, such move should not simply be implemented
for the sake of increasing government revenue, even if
the current crisis and short-termism tempt policymakers
to do so. Alternatively, the solution might be available
in wide-ranging policies that encourage innovation,
competition and growth in the long-term. The Welsh
economy desperately needs this as its low productivity
levels and lower skilled workforce keep it lagging behind

most of the rest of the UK. For one thing, the crisis in
the UK high streets is not new; evidence shows that “in
reality, consumer preferences have been changing from
physical businesses to online purchases long before the
pandemic occurred” (Friend, 2020: 15-16). Undoubtedly,
the Coronavirus has exacerbated the problem, but
national and local policymakers have been slow in
effectively addressing the issue. Blaming and punishing
online retailers—big and small—will not solve the matter.
Secondly, if such a tax is implemented, UK and Welsh
policymakers must be able to specify if any enterprise,
irrespective of its size, is liable to pay such tax, and
provide evidence for their decision. Even if the aim is
to target major multinational companies like Amazon,
they must see that the cost will simply be transferred
onto the businesses and customers using their services.
Moreover, it is likely that, in the absence of any broader
agreement among OECD countries, the U.S.A will likely
enact policies to protect their own firms and industries.
Finally, it is clear that an online sales tax would
disincentivise SMEs investing in digitising their
businesses. It is estimated that SMEs represent 99.4% of
total enterprises in Wales (Welsh Government, 2019), and
that some of them still do not have any online presence.
If Wales wishes to successfully navigate in a postpandemic and post-Brexit world successfully, it must
face up to the fact that things cannot carry on as they
were.
Welsh policymakers have the responsibility to encourage
competitiveness, cooperation and innovation through
the use of new technologies, business models and
roadmaps at all levels—locally, regionally and nationally.

After all, Wales needs big ideas for the big challenges
coming ahead; the competitiveness and survival of
Welsh businesses is at stake.

4 — DELIVERING SUCCESSFUL
STIMULUS: FOSTERING GROWTH AND
RESILIENCE FOR THE FUTURE
The Coronavirus pandemic has exposed the high degree
of vulnerability of the Welsh and rUK economies. In
regard to Wales, specifically, HMRC statistics indicate
that by August 2020, 195,600 employees remained
furloughed, and that around 192,000 self-employed
people in Wales had received a grant through the first
and second Self-Employment Income Support Schemes
(SEISS) (Rodríguez and Ifan, 2020). The Bevan Foundation
(Anslow and Evans, 2020) also found that the number
of people claiming out of work benefits in Wales has
more than doubled, and according to new updated ONS
figures (BBC, 2021b), in December 2020 there were more
than 112,600 people in the scheme (87% compared to
December 2019).
Expanding on this, data showed that “[s]ome sectors
are more at risk than others: almost 4 of 5 hospitality
workers in Wales are furloughed” (Anslow and Evans,
2020) and that the arts, entertainment and food and
accommodation were the hardest hit (BBC, 2021b).
ONS figures also show that average monthly wages
in Wales have risen by 5.4% to £1,784, thus suggesting
many low-paid jobs have been lost (BBC, 2021b). The
economic prospects of young people have also been
greatly affected by the current crisis—in fact, Victoria
Winckler, director of The Bevan Foundation, offered a
snapshot of the situation, revealing that “[t]he figures
to June [2020] show nearly one in five young people
in Neath Port Talbot was unemployed. That’s a huge
proportion, and one that’s going to leave a lasting scar

on that generation” (BBC, 2021b). Additionally, 16 of 22 of
Wales’ local authorities saw increases in the proportion
of people claiming work benefits, while none saw a
decrease (Anslow and Evans, 2020). Finally, the recently
published Business Impact of COVID-19 Survey (BICS) by
the ONS show that a higher rate of businesses in Wales
(27%) applied for grant funding in comparison to those in
England (15%) (ONS, 2020c).
Although the longer-term effects of COVID-19 in the
Welsh economy are yet to be seen, the recovery will
depend not only on some of the recommendations we
laid out on the previous chapter, but also on delivering
successful stimulus to the economy. As Wales battles
through with the COVID-19 pandemic and waits for
the unfolding of the political and economic life postBrexit, the last thing the Welsh people need is a
punishing tax system just to furnish the government
with more revenue streams. After years of weaknesses
in economic activity, wage growth and business
innovation, Welsh policymakers need to focus on growth
and competitiveness. A fair and fiscally responsible tax
system that creates incentives towards investments and
building resilience is key for achieving that.
While tax policy is not the only thing that can stir
the country toward growth and overcoming many of
Wales’ current, and historical, economic challenges,
it is certainly one of the main powers that devolution
has bestowed on the Welsh Government to effectively
attract businesses, encourage entrepreneurship, work
and investment. Likewise, while the departure from
the EU represents many (mostly fiscal) challenges for
Wales, at the CWS we firmly believe that it also presents
opportunities. This will be a unique chance for Welsh

policymakers to 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 or
the EU to perform the job for them.
It is true that Wales may no longer be the poorest region
in the UK (swapping places with the North East of
England), but the GDP per head remains lower than the
UK average (BBC News, 2019). As a result, issues around
inequality and poverty have been a constant matter of
interest for the Welsh Government and local authorities.
Unfortunately, their response to these problems have
often been found in motions supporting 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. History shows
that the “greater the control of government institutions
by left-wing parties, the more likely is a state to adopt
a new tax. This is based on the belief that left-wing
parties are more likely to adopt spending programs,
thus necessitating more governmental revenue through
taxes” (Seelkopf et al., 2016: 214).
Recently, in the midst of a fiscal crisis in Wales, Swansea
councillors backed the concept of a universal basic
income (Wales Online, 2020). Though a popular—and
mostly, populist—move on their behalf, it is pertinent
to ask who will pay for such programme? Taxing the
rich even more simply will not do the job; such a move
would simply push companies and investors to other
geographies. The UK’s (and therefore, Wales’) personal
income tax system comes at 24th out of 36 in the
OECD’s International Tax Competitiveness Index (Centre
for Policy Studies, 2020), so 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. Hence,
re-thinking things like the additional rate of income
tax (hopefully by reducing it meaningfully) will make
Wales a more attractive place to work, invest, set up a
business, and ultimately, create wealth. A recent report
by the Centre for Policy studies and the Tax Foundation
proposes the abolishment of the additional rate in the
UK altogether (Clougherty et al., 2020).
The same report (Clougherty et al., 2020) calls for radical
reforms on property taxes and business rates, which,
we endorse in this report. On property taxes, the OECD
rightly states that fair and well-structured property taxes
could result in sound schemes for governments to raise
money (OECD, 2010), but as researchers at the Centre
for Policy Studies and the Tax Foundation state, the
UK, and Wales as a result, rely too heavily on property
taxes to fund their public spending. The OECD actually
ranks the UK in the 33rd position (out of 36 countries) in
its property tax competitiveness rank (Bunn and Asen,
2020).
In the process, the current property tax policies in Wales
have created huge economic distortions and reduced
productivity in dramatic ways. The Land Transaction
Tax (LTT) discourages mutually beneficial transactions,
and the business rates in place discourage capital
investment and formation, as also include buildings,

structures, plant and machinery (“produced inputs”).
Following the research and data provided by the Centre
of Policy Research, the Adam Smith Institute (Kilcoyne,
2017) and a report by the Institute for Fiscal Studies,
which boldly asserted that “there is no sound case for
maintaining stamp duty and we believe that it should be
abolished” (Mirrlees et al., 2011), we believe that the Land
Transaction Tax should indeed be eliminated in Wales.
The biggest challenge, of course, will be to convince
policymakers to get rid of it, especially as it is set to yield
around £231 million in revenue for the funding of the
Welsh Government’s 2021-2022 spending plans (Welsh
Government, 2020).

5 — CONCLUSION
In this report, we offered a timely discussion on recent
policy developments and research regarding the tax
system in Wales. Unavoidably, the Coronavirus pandemic
and the UK’s recent exit from the EU deeply shaped the
analyses and opinions found in this research. Overall,
we aimed to espouse a pro-growth and pro-recovery
approach to taxation in Wales. We believe that, given
the current health and economic crisis triggered by
COVID-19, it is grossly unfair to introduce new taxes, or
increase the ones in place, in order to pay for the current
debt. The Welsh people have gone through enough.
Instead, we champion policies and guiding philosophies
that lean towards the creation of low, equitable, simple
and fiscally responsible tax systems that also incentivise
growth and resilience.
Following some of the most influential and recent
research on economic recovery and accountability
post-COVID-19, we found that at least four tax-related
issues needed to be considered in order to guarantee a
smoother, and overall, more effective transition out of
the crisis: 1) the need to create a political roadmap for
growth; 2) a recognition of the geographical and socioeconomic variations and inequalities across different
parts of Wales; 3) the need to create a fairer and more
accountable tax system; and finally, 4) the importance
of assessing the economic areas and social groups that
governments may be looking into as future sources of
revenue.
Equally, we called on Welsh policymakers to take on
the duties of devolution responsibly and, therefore, 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.
Finally, at the CWS we also believe that Brexit offers
meaningful opportunities going forward and that
on a global scale, the possibility of a simple and lowtax economy may actually make Wales an attractive
destination for business. We realise, however, that this
may not happen under the current Welsh Government.
We firmly believe that great and bold changes can only
occur when people and institutions are open to new
insights, habits, people, technologies and business
models wherever they come from, and sadly, that is not
necessarily the case today in Cardiff Bay.
It is important for Welsh policymakers to take chances,
to be open to alternative worldviews and to create ideal
contexts for cooperation and competition in the pursuit
of innovation and wealth creation. The COVID-19 virus
has turned the world upside down, making us face the
reality that many things cannot carry on as they were.
We are all at a crossroads, and this may actually be the
perfect opportunity for Wales 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.
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