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Background to Policy Document

This paper has been prepared as part of a project for Kirsty Williams AM, funded with the kind
support of the Joseph Rowntree Reform Trust. The aim of this project is to explore the issues to
overcome inequality and build a fairer society in Wales.

This paper has been approved for publication by the Welsh Liberal Democrat’s Policy
Committee as a Policy Paper for debate at the Welsh Liberal Democrat Spring Conference in
Cardiff on 28 February - 1 March 2015.

Within the policy-making procedure of the Liberal Democrats, the Federal Party determines the
policy of the Party in those areas which might reasonably be expected to fall within the remit of
the federal institutions in the context of a federal United Kingdom. The Party in England, the
Scottish Liberal Democrats, the Welsh Liberal Democrats and the Northern Ireland Local Party
determine the policy of the Party on all other issues, except that any or all of them may confer
this power upon the Federal Party in any specified area. If approved by Conference, this paper
will form the policy of the Welsh Liberal Democrats.

Many of the policy papers published by the Welsh Liberal Democrats imply modifications to
existing government public expenditure priorities. We recognise that it may not be possible to
implement all these proposals immediately. We intend to publish a costings programme, setting
out our priorities across all policy areas, closer to the next National Assembly for Wales election.

Thanks must go to all those organisations which responded to the consultation.



Foreword

The Liberal Democrats is the party of social justice.

At the beginning of the last century, David Lloyd George
established Liberal social care credentials when he
presented the 1909 People’s budget by calling it a budget
to raise money to wage implacable warfare against poverty
and squalidness.

We must never forget that it was a Liberal, William
Beveridge, who wrote the 1942 ground breaking report on
“Social Justice and Allied Services’. He called for the government to address the five "Giant Evils’
of Want, Disease, Ignorance, Squalor and Unemployment.

The truth is that the Welsh Government has let the people of Wales down. After 15 years of
Government by Labour Wales has the lowest educational attainment and economic productivity
levels in the UK.

We all know that times are tough and budgets are tight. Even Ed Balls has acknowledged that
and confirmed he would follow an austerity agenda.

However, something is badly wrong with the way Wales is governed. Even the Western Mail has
acknowledged that “The Welsh Government is doing what it can to increase the skills of those
without qualifications, but there remains too many who lack the basic skills of literacy and
numeracy. Something appears to be wrong with the strategy.”

We need a fresh approach in Wales - a Liberal Democrat approach - where people are
empowered and have the opportunity to achieve their full potential. The Welsh Liberal
Democrats have already shown their commitment to an equal Wales by securing:

1 increased funding for the Pupil Premium in Wales, ensuring schools have the resources
to support pupils from the poorest backgrounds.

1 funding for 3,000 new apprentices to ensure a skilled workforce for Wales as well as
further education opportunities

1 the Youth Concessionary Fare Scheme for 16-18 year olds.

Not only do we heed a stronger economy to do that, but we have to have a fairer society.

Kirsty Williams AM
Leader of the Welsh Liberal Democrats



Introduction

Global Context

Inequality is a global issue. Income inequality in the Organisation for Economic Co-operation
and Development (OECD) countries is at its highest level for the past half century. The average
income of the richest 10% of the population is about nine times that of the poorest 10% across
the OECD, up from seven times 25 years ago.

Reducing income inequality is key to securing economic growth. In December 2014 an OECD
report found that countries where income inequality is decreasing grow faster than those with
rising inequality. The report, “Trends in income inequality and its impact on economic growth”,
concluded that the single biggest impact on growth is the widening gap between the lower
middle class and poor households compared to the rest of society. Countries that promote
equal opportunity for all from an early age are those that will grow and prosper. Education is the
key: a lack of investment in education by the poor is the main factor behind inequality hurting
growth.’

There is a passionate debate about the role of the “super rich” on generating wealth for all. Over
recent decades UK Government policy has been to attract and retain extremely wealthy people
in the belief that their wealth would “trickle down” to benefit the general population. For
example, in 1979 the highest income tax rate was reduced from 83% to 60%. There are now
more billionaires per head of population in the UK than anywhere else. The UK is currently
perceived as the best tax haven in the world, more so than countries like Switzerland. However,
the influential economist, Professor Thomas Piketty, author of “Capital in the 21 Century”
believes that having a large middle class is very important for the economy to develop. He
argues that, if the wealth of billionaires continues to rapidly rise, the middle class will decline. If
current trends continue the majority of Britain will be renters by 2032.

Impact on Wales

External observers are already noting the poor state of social justice in Wales. The Guardian
columnist, Sir Simon Jenkins, wrote that, “The Welsh economy since devolution has moved to
bottom of the UK’s 12 regions. Growth moved in step with that of the UK as a whole between
1970 and 1990, but since then it has slumped: real income in the UK has grown by 42%, and in
Wales by only 27%. One in five Welsh households is now below the poverty line* and among
children the figure is an extraordinary one in three. These are dire statistics”.®

Remit of Paper

The remit of this paper is to consider how to address the inequality faced by those on lower
income levels. It considers the support available for those in heed in Wales as well as education,
health, housing and transport. It is shocking that Wales performs so badly when compared with
other UK and comparable sized countries. The paper also considers how public services can be
improved to address inequality levels.

1 http://www.oecd.org/newsroom/inequality-hurts-economic-growth.htm

2 According to the Joseph Rowntree Foundation, the most commonly used approach to define poverty is
relative income poverty. Each household’s income, adjusted for family size, is compared to median
income. (The median is the “middle” income: half of people have more than the median and half have
less.) Those with less than 60 per cent of median income are classified as poor. This ‘poverty line’ is the
agreed international measure used throughout the European Union. www.jrf.org.uk/sites/files/jrf/poverty-
definitions.pdf.

S http://www.theguardian.com/uk-news/2014/sep/30/wales-can-slumbering-dragon-awake


http://dx.doi.org/10.1787/5jxrjncwxv6j-en

There is much evidence that the risk of living in relative income poverty is higher for all groups of
people with protected characteristics than the rest of the population. For example, 30% of
working-age families in poverty in Wales contain a disabled adult contrasting with 17% who do
not. Similarly, the greatest risk factor for moving into poverty is becoming a lone parent, greater
even than becoming workless.*

A comprehensive analysis of inequality according to gender, race, disability and age was
commissioned by the Equality and Human Rights Commission in Wales - the Anatomy of
economic inequality in Wales. °® The inequality faced by those with protected characteristics is so
important that it is recommended a separate report be written to consider the issue.

This paper considers those areas devolved to the National Assembly for Wales, so does not
include tax and benefits policy. The crucial role of the economy in generating the wealth
necessary to overcome inequality is considered in the 2014 Welsh Liberal Democrat, Building a
Stronger Fconomy policy paper.

Summary of Proposals

In Government, the Welsh Liberal Democrats would ensure:
1. more effective support for those in need by:

a) focusing on addressing inequality by rationalising the number of organisations and
funding pots dealing with deprivation
b) preparing strategies to facilitate the sectors dominated by low paid employment to move
away from business models based on low cost
) making Wales more attractive to potential investors in higher skilled sectors
) maximising the impact of finite resources on addressing inequality by reforming the
public sector culture through establishing a robust leadership programme and having
consistent excellence in monitoring, performance and project management
e) having more openness and transparency on government expenditure and people’s
rights
f) using public sector funding to generate extra capacity, activity and resources
g) promoting the use of Credit Unions and make them more accessible

2. improved education for all by

a) providing access to the Flying Start initiative to all children across Wales on the basis of
need rather than geographical entitlement

b) improving the system of continuous professional development for teachers

c) establishing a Welsh Academy of Leadership

d) ensuring automatic eligibility for free school meals for children whose parents are in
receipt of a passported benefit and ensure good nutritional standards.

e) further improving the impact of the pupil premium grant by making















































































