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Comments in relation to the questions outlined in your letter July 2014.

1.

The significant reduction of funding to Local Authorities has meant that at a local level
services are being cut at a dramatic rate heading towards a position where only Statutory
Services will be provided. At a time of severe budget pressures it is acknowledged that there
would be a need for cuts and reconfiguration . It is however unclear whether the rapid
change is something that could be avoided by having more timely announcements of
strategic budget setting.

It is also unhelpful when ‘reviews’ are being undertaken that bear little resemblance to what
is happening on the ground which results in various funding streams being merged or
rebadged giving the impression of ‘new’ money. An example of this was the previous
Communities Facilities and Activities Programme funding to the Third Sector. The
reconfiguration of the grant scheme took place with no consultation.

Again it appears that LAs and other Public Sector bodies are due to have cuts which
following a period of year on year is not going to enable Wales to progress as a nation.
Investment in services and support should be a priority when there is evidence of the
likelihood of additional investment from the private sector. The indicative budget is again
going to show that there will be less service provision on the ground. There is also no
indication where the costs for any potential mergers are going to come from as this is going
to run into many millions of pounds. Are more cuts going to be required to feed the pace of
change. The lack of clarity on funding leading to an election year is very concerning as
planning for the future becomes very restrictive.

Our own organisation is currently working on a 4.5% cut in core funding this is following a
year that had 8.5% cut. We shall be adopting a flexible approach but will need to seek
additional outside funding or contracts to maintain a robust base on which to build for the
future.

Local Health Board — the perpetuation of deficit budgets is a real worry as this is clearly
having to be drawn down from other areas of the public purse. At a time when the
demographics in society are changing there is a need for a radical rethink of the funding
mechanism for Health and Social Care.

Preventative:

There are significant opportunities for the community sector to take on services and
reconfigure existing provision — PROVIDED that there is adequate time to prepare. Change
management cannot occur over night and a suitable lead in period is vital to ensure some
form of sustainability- failure to invest in upfront time will only result in failure.

The impact of the recommendation of the Williams committee is just being sidelined and at
present there is no incentive to see county mergers—or indeed any inducements to make
this happen. A failure to act upon this with a clear steer over the next few months will be
one of the biggest failures since the National Assembly was formed. There is a need for
decisive leadership that is not restricted to assuming the status quo can be perpetuated.
Change is inevitable just get on and do it with appropriate Guidance.

Equalities—this is an area which is only taken seriously in a tokenistic fashion — if everyone

was able to access everything at a time and location to meet their needs in a suitable format
then the country would grind to a halt as it is currently unachievable. The public should have
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greater say in how equality duties are implemented and what at a local level is actually
happening during this period of service closures.

Sustainability- from an environmental perspective lots of schemes are being developed that
require very large sums of subsidy/incentives — true sustainability should be developed
without the need for massive cash injections but to be self-financed during the life of the
project.

The above is personal perspective and not necessarily endorsed by the whole of the Third Sector in
Wrexham.

Regards

John Gallanders

Chief Officer

Prif Swyddog

AVOW | Ty Avow | 21 Egerton Street | Wrexham | LL11 IND
AVOW | Ty Avow | 21 Stryd Egerton | Wrecsam | LL11 IND
Tel/ Ffon: 01978 312556

Fax/ Ffacs: 01978 352046

info@avow.org | www.avow.org
Registered Charity 1043989
Company Limited by Guarantee 2993429
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Enterprise and Business Committee 16 October 2014

Purpose

To inform Committee of ICE Wales Cymru’s position in respect of the
Scrutiny of Welsh Government draft budget proposals for 2015-16

1

2

Background

The Institution of Civil Engineers Wales Cymru has been invited to provide
written response to the Finance Committee’s consultation on the
draft budget.

Consultation questions:

What, in your opinion, has been the impact of the Welsh
Government’s 2014-15 budget?

The infrastructure of Wales needs continuing investment, from a
consideration of the draft budget it is unlikely that there are sufficient
financial resources available to maintain the various infrastructure assets
to the necessary levels.

Infrastructure is vital to society — our quality of life depends on it
functioning effectively and our reliance becomes painfully evident when
infrastructure systems fail. Wales’ ability to compete in the global race and
to generate and sustain economic growth depends on infrastructure
networks that provide predictable energy generation and distribution,
water supply, waste management and the transportation of people and
essential goods into and around the Wales by rail, road, sea and air.

Looking at the indicative budget allocations for 2015-16, do you have
any concerns from a strategic, overarching perspective, or about
any specific areas?

The Institution of Civil Engineers produces its Flagship State of the Nation
reports on relevant topics each year. The State of the Nation Report
2014 considered Infrastructure and the condition of the main sectors:
Transport, Flood Management, Water, Waste and Energy. As most of
infrastructure is a devolved matter, ICE Wales Cymru produced a Wales
Briefing Sheet considering the issues relevant to this country?.

ICE Wales Cymru welcomed the progress since 2010 in improving
infrastructure and positioning it as a core enabler of economic growth.
However more is still needed to be done to deliver resilient, fit for purpose
infrastructure.

! Institution of Civil Engineers State of the nation Report Infrastructure 2014.
2 Institution of Civil Engineers Wales Cymru Briefing sheet Infrastructure 2014.
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Considering each sector individually:
Transport

Future capital and revenue streams for transport, particularly road
infrastructure and for buses appear likely to be inadequate to maintain
and improve the network. Issues exacerbated by severe weather will
require continuing focus. Local authority and Welsh Government revenue
budget cuts are affecting asset management strategies with a drive to
ensure that a low maintenance approach is integral to new infrastructure,
whilst impacts on existing transport infrastructure will become more
evident.

The highways network continues to merit ongoing improvements and
investment, and while local roads have benefitted from a boost in funds in
recent years, severe weather conditions over the winter of 2013/14 have
affected many of Wales’ roads — particularly the local network in rural
areas. In south Wales, the major problem remains with the M4 around
Newport and we look forward seeing effective and timely action to resolve
these serious capacity problems. The recent announcement by the Welsh
Government that this scheme will progress is welcomed.

Flood Management

Wales’ Flood Management infrastructure raises less concern. This sector
has shown improvement and | welcome the attention and investment.
Flood Management has benefitted from major Welsh Government funding
boosted by European Funds, much of Wales is safer as a result of these
works, but continued attention and maintenance is required.

Water

The Water sector in Wales is strong with good resilience in the drinking
water network. Wales has plentiful rainfall and can position itself to attract
business, but we must also consider water security and periodic scarcity.
We support the proposed Welsh Government water strategy that aims for
a water resource that is resilient, sustainable and manages the
environment.

Energy

The Energy sector is only partially devolved and continued investment is
required by both UK and Welsh governments. The Welsh Government’s
policies for more sustainable forms of energy are welcomed and sufficient
funds to enable these proposals are therefore necessary.

Waste

The Waste sector has continued to improve with a strong strategic lead
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from the Welsh Government; there is good progress with evidence of
collaboration and collective partnerships.

What expectations do you have of the 2015-16 draft budget
proposals? How financially prepared is your organisation for the
2015-16 financial year, and how robust is your ability to plan for
future years?

ICE Wales Cymru acknowledges that there are difficult decisions to make
as funds are limited and public expectations must be managed. ICE
Wales Cymru respectfully advises that it takes considerable time to train
Professional Civil Engineers, peaks and troughs in spending causes
challenges to the availability of the necessary skills and suitable forward
programmes with a degree of certainty is needed. The development of the
Wales Infrastructure Investment Plan (WIIP) linked to firm programmes
will assist in this area.

The Committee are would like to focus on a number of specific areas
in the scrutiny of the budget, do you have any specific comments on
the areas identified below?

Preparation for the Wales Bill.

ICE Wales Cymru offers no comments on this specific issue.

Local health board financial arrangements.

ICE Wales Cymru offers no comments on this specific issue.

Approach to preventative spending and how is this represented in
resource allocation (Preventative spending = spending which

focuses on preventing problems and eases future demand on
services by intervening early).

Infrastructure assets require continued investment to maintain their
condition. A suitably funded asset management programme linked to
adequate funds ensures that the assets do not deteriorate such that

reconstruction is required — which needs considerable finance or the
abandonment / closure of the asset.

Impact of the Welsh Government’s legislative programme and
whether its implementation is sufficiently resourced.

ICE Wales Cymru offers no comments on these specific issues.
Scrutiny of Welsh language, equalities and sustainability.

ICE Wales Cymru offers no comments on these specific issues.
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Conclusion

There is an established link between the condition of the Infrastructure
and the economy of Wales and continued investment and improvements
to the infrastructure of Wales will assist in economic growth of Wales.

ICE Wales Cymru recognises that there is never going to be enough
money to build what is wanted. Infrastructure is an enabler; it enables
other things to happen. It should not be viewed as job creation itself but as
an enabler for economic growth. The role of government or governments
is fundamental to infrastructure; it always bears the ultimate risk of failure.
The building of infrastructure is a political process, decisions must be
made in a timely and proper manner, taking due consideration of the
competition for scarce financial resources.

Keith Jones Director, Institution of Civil Engineers Wales Cymru

1°' August 2014

Notes:

= The Institution of Civil Engineers (ICE) was founded in 1818 to ensure professionalism in civil engineering. It
represents over 80,000 civil engineers in the UK and across the globe and has over 3500 members in Wales.

ICE has long worked with the government of the day to help it to achieve its objectives, and has worked with

industry to ensure that construction and civil engineering remain major contributors to the UK economy and
UK exports.

For further information visit: www.ice.org.uk and www.ice.org.uk/wales
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THE STATE OF THE NATION BRIEFING

T
S
OF THE
NATION

INFRASTRUCTURE
2014

UK OVERVIEW

Infrastructure is vital to society — our quality
of life depends on it functioning effectively
and our reliance becomes painfully evident
when infrastructure systems fail.

The UK's ability to compete in the global
race and to generate and sustain economic
growth with appropriate quality of life
depends on infrastructure networks that
provide predictable energy generation

and distribution, water supply, waste
management and the transportation of
people and essential goods into and around
the UK by rail, road, sea and air.

State of the Nation is ICE’s flagship report on
the current state of the UK's infrastructure.
The 2014 State of the Nation Infrastructure
report assesses the performance, capacity
and condition of the UK's economic
infrastructure networks, and determines the
actions required in order to improve and
enhance performance, and importantly,

to ensure that our infrastructure is resilient
when faced with the many challenges
ahead — from climate change to

population growth.

ICa

Institution of Civil Engineers

WALES CYMRU

INFRASTRUCTURE
2014

Infrastructure in Wales requires continued attention to ensure
that it is fit for purpose and contributes to the economic
growth, social well-being and environmental vibrancy

of Wales and the UK.

The overall responsibilities for the sectors assessed  infrastructure networks. Impacts of climate change
in this report vary in degrees of devolution. In most  and demand pressures from population growth

cases the sectors require coordination across a will add to the pressures already exerted on these

range of bodies, including the public and private networks. These challenges should be faced

sector. It is important the interdependencies of head on.

infrastructure and the communication among

those responsible for its maintenance and The Institution of Civil Engineers Wales Cymru is

operation are clear and coherent. keen to work with governments, local government
and the private sector to ensure that timely action

Resilience of all infrastructure sectors is key is taken now.

to the delivery, maintenance and operation of
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TRANSPORT
INTRODUCTION

Clear strategic leadership is required for transport
infrastructure and services. However, the Welsh
transport strategy is outdated and control of most
of the network by twenty-two local authorities
militates against integration.

The focus on investment to aid economic growth
in city regions and Enterprise Zones provides some
useful direction. However, further development

of governance structures is required before this
approach can be properly implemented.

The continued evolution of the Wales Infrastructure
Investment Plan should assist in updating Wales
transport strategy and plan, and in developing

the forward plans around skills and capacity for
delivery.

Future capital and revenue streams for transport,
particularly road infrastructure and for buses,
appear likely to be inadequate to maintain

and improve the network. Maintenance issues
exacerbated by severe weather will require
continuing focus.

ROADS

The Welsh highway network continues to merit
ongoing investment to support economic growth.
While the condition of local roads has benefited
in recent years there are ongoing issues and a
backlog of maintenance work, worsened by the
very poor weather conditions over the winter of
2013/14.

C

RECOMMENDATIONS

TRANSPORT

The Welsh Government should update its
transport strategy in the context of the Wales
Infrastructure Investment Plan for Growth and
Jobs

Effective and timely resolutions by the Welsh
and UK governments to the challenges and
problems of congestion on the M4 around
Newport are required

Further cost effective rail electrification should
be implemented throughout Wales to bring
economic benefits and lay the foundations for

an integrated transport system /

In south Wales, the major problem remains with
the M4 around Newport, as it is the primary road
entry for the south Wales economy. In north Wales,
the lack of diversionary routes means A55 is also
vulnerable. The failure to deal with the impacts

of increased rainfall has affected the resilience

of many of Wales' roads - particularly the local
network in rural areas - and some parts of the rail
network.

Local authority and Welsh Government revenue
budget cuts are affecting asset management
strategies with a drive to ensure that a low
maintenance approach is integral to new
infrastructure, whilst impacts on existing transport
infrastructure will become more evident.

RAIL

Wiales' rail network is limited by low line speeds as

a result of outdated signalling. Capacity has been
increased by double-tracking on the South Wales
mainline and passing loops on the Aberstwyth
line but the Marches line remains restricted.

CASE STUDY

Reading station’s upgrade and the electrification
of the Great Western route from London to
Swansea is critical. However, difficulties around the
electrification of the Valleys lines must be resolved
to ensure delivery of effective rail connectivity.
Capital costs must be controlled and responsibility
for them resolved. Rolling stock also needs to be
secured shortly to allow an adequate service.

ACTIVE TRAVEL

The Active Travel (Wales) Act 2013 should make
it easier for people to adopt healthier transport
modes in their day to day activities. Wales is the
first country in the UK to enable such pioneering
legislation, which requires local authorities to
assess, plan and deliver improved walking and
cycling infrastructure.

M4 CORRIDOR AROUND NEWPORT (I.E. M4 RELIEF ROAD / NEW M4 PROJECT)

——

The M4 is the main transport artery for south Wales and beyond. However, it has serious capacity and
resilience problems around Newport -journey times are unreliable and congestion occurs, particularly at
peak times. Major disruption to the highway network results, with implications felt across the region and

problems are likely to worsen in the future.

ICE Wales Cymru has called for improvements for many years® and consider that a new motorway link

is essential. The Welsh Government has recently consulted on proposals for a new motorway south of
Newport, with complementary measures including reclassification of the existing M4 as a non-motorway
trunk road and cycling and walking friendly infrastructure.

This would provide a long term, sustainable solution, enabling economic growth and benefits across
much of Wales. The combination of an enhanced M4 with the Cardiff City Region Metro will deliver
the holistic transport network that Wales needs and deserves.

1. Institution of Civil Engineers Wales Cymru (2013) State of the Nation: Transport Briefing, p1; Institution of Civil EngmeeR@@k(ZB g a'lEg'ATE

State of the Nation: Infrastructure 2010 Briefing, p3; Institution of Civil Engineers Wales Cymru (2013) State of the Nation: Defending Critical

Infrastructure Briefing, p1
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FLOOD MANAGEMENT
INTRODUCTION

Wales' flood and coastal risk management
infrastructure is in good condition overall and
significant investment has been made over the
last few years, but there is concern about long
term funding and maintenance requirements.
The predicted impacts of climate change and an
increasing asset base mean that continued and
increased investment will be needed to minimise
the impacts of flooding. Improvements to long
term asset management are required, and

more can be done in working with the natural
environment.

STRATEGIC LEADERSHIP

The EU Floods Directive, the Flood and Water
Management Act (2010) and Pitt Review have

all driven collaboration among Flood Risk
Management authorities. Dwr Cymru Welsh Water,
Natural Resources Wales and the Lead Local

CASE STUDY

Flooding Authorities are seeking synergies in their
work to improve collaboration, efficiency and
effectiveness. Legislation and government reviews
have increased the awareness of surface water
flooding.

Catchment management could be used more
effectively for Flood Risk Management. Lead Local
Flooding Authorities and Dwr Cymru Welsh Water
should coordinate their efforts through their flood
risk plans and the AMP period to optimise flood
management opportunities. These could be aligned
to identify similar issues, drive joint solutions and
improve effectiveness.

RESILIENCE

Since 2010 communities have a better
understanding of Flood Risk Management
resilience and how they can contribute to it due
to the Lead Local Flood Authority plans. There
remains an issue regarding reinstatement of

THE LOWER SWANSEA VALLEY FLOOD SCHEME

The £7 million flood scheme in Swansea uses a range of measures to increase the river's capacity
and reduce flood risk. 284 businesses and 16 homes are at risk of flooding from the River Tawe
in the Lower Swansea Valley, an important area for Swansea’s economy, and was last flooded in
1998. The consequence of a flood could be very serious, with high river levels and fast flowing
water travelling across 2km from the river. To tackle this, flood banks along 4km of the river were
raised at low spots and three low bridges that had risked restricting flood flows were removed.
A new bridge was installed above the level of flood flows for cyclists and pedestrians. Upstream
there is now more space for water to flow after the old flood banks were removed and new
banks constructed away from the river channel. This has also created 6 hectares of wetland
wildlife habitat and community space. Other community amenity improvements include the
upgrade of approximately 3km of cycle path, forming part of the national cycle network.

The project also improved flood warning, community flood awareness and piloted a multi-agency
flood plan. This scheme has already proved its worth, successfully preventing flooding in October
last year. The project is supported by European Regional Development Fund and

Welsh Government.
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FLOOD MANAGEMENT

RECOMMENDATIONS

Ongoing funding of and planning for
maintenance is required, particularly in the
medium to long term

‘Soft engineering’ opportunities for managing
water in different ways to reduce flooding
problems, such as Water Sensitive Urban
Design or upland management, need to be
utilised to complement the hard engineering
projects

Welsh government and Natural Resources
\Wales should put resilience at the centre of the

flood management policy

flooded properties to a pre-flood state. Properties
should be made more resilient in a post-flood
event and insurance companies should provide
incentives for households and business to
undertake such work.

Legislation has helped to identify
interdependencies with other sectors. The water
sector has a better understanding of its assets

at risk from flooding. Roads have also improved;
however, there are still drainage asset issues. Local
resilience forums and the partner organisations
have made good progress with the coordination of
resilience, response and preparedness for flooding;
however concerns exist regarding the capacity
and resources across all organisations to address
widespread or prolonged flooding across Wales.

ECONOMIC AND SOCIAL

The wider economic benefits of Flood Risk
Management are not always effectively
communicated or understood. Investment in
flood projects returns an average benefit to cost
ratio of 8:1. This generous return on investment
should be highlighted and disseminated to attract
private investors. There will be a new round of
EU funds available soon and in order to win this
funding Flood Risk Management projects will
have to illustrate the wider social, economic and
environmental benefits.

INFRASTRUCTURE
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WATER
INTRODUCTION

The Welsh Government is developing a water
strategy with consultation processes underway.
These will consider how water resources are
managed to support communities and drive
green growth. The aim is for a water resource
that is resilient, sustainable and managed in a
way that optimises the benefits for Wales.

In addition the Welsh Government is developing
a draft Environment Bill. The main challenges
to protecting the aquatic environment in Wales
relates to legacy mining issues and diffuse
pollution from agriculture.

The current administrative boundaries do not
reflect the area resource management plans.
Single Integrated Plans could make better use of
resources; however, the administrative boundary
issue will have to be addressed. The current
structure does not allow for the most appropriate
body to deliver the services required. The Williams
Review? has sought to address this.

The relationship between the natural and built
environments is important to the resilience

and future proofing of the sector. Catchment
management is an important part of the overall
hydrological cycle and best practice in catchment
management can provide benefits across the
built environment. It also reduces the level of
pollutant treatment that water companies need
to undertake and can be used to manage flood
risk management. It also helps to manage diffuse
pollution from rural and urban sources.

The ecological status of some water courses are
failing against EU Directives both in terms of
quality and quantity.

There are some strategic issues that require
attention. Parts of Wales, e.g. Pembrokeshire,
are considered water deficit zones. Leakage and
ageing infrastructure in these areas exacerbates

sources is important, particularly for tourism.
Continued economic growth and population
increase requires water companies and consumers
to consider their use of water, reducing consumption
and carbon. Demand management practices, such
as metering, should be extensively implemented to
drive behaviour change and increase understanding
of the importance of water use.

RESILIENCE

There is good resilience in the drinking water
network across Wales although both the natural
and build environment need future proofing.
Some areas of Wales will be more impacted than
others by climate change e.g. Pembrokeshire.
Ongoing leakage and ageing infrastructure issues
must continue to be addressed.

There is a significant challenge in establishing
which organisation and/or individual owns and
has responsibility for underground assets. This has
become particularly challenging during the period
of funding cuts as organisations have to make
difficult strategic choices.

The continuing establishment and updating of
asset registers and records is important if we are
to continue to understand where underground
assets and structure exist and the number of them.
There has been an improvement in the knowledge
of underground assets since the Flood and Water
Management Act 2010 was enacted.

WATER

RECOMMENDATIONS

The Welsh government should progress its
water strategy to promote the economic, social
and environmental benefits of water resource
management

Greater partnerships are required including
all sectors, agencies and other groups such as
land owners to deal with diffuse pollution to
improve the aquatic environment

Devolved governments and regulators should
introduce metering, complemented by social
and discretionary tariffs, throughout the

UK. This will enable water and sewerage
companies to monitor leakage more accurately,
and more effectively incentivise water
conservation, without adversely impacting low

\income households

The use of geospatial technology to map

and capture these underground assets could

be effective. This will provide a much clearer
understanding of where and how many
underground assets exist and which of these
assets are vulnerable. Mapping is undertaken as
part of the development process.

.,'1

this deficit. In order to manage and improve these
issues it would be useful to understand the various
demands on water resources, so that users can be
incentivised to use water more effectively.

ECONOMIC AND SOCIAL

The Welsh Government recognises the link
between good water supplies and economic
growth. Currently, Wales has plentiful rainfall and
can position itself to attract business but must . i y
also consider water security and possible periodic 2 - T\ e ’
scarcity. Maintaining the quality of Wales’ water Placing the time capsule in Coed Dolwyd Service Reservoir foundations
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CASE STUDY

COED DOLWYD SERVICE RESERVOIR

Welsh Water has invested £9million constructing a brand new above ground storage reservoir at Coed Dolwyd in north Wales. The brand new facility, recently
completed in 2014, will store enough clean water to fill nine Olympic size swimming pools, will provide 70,000 customers living in the Colwyn Bay and Llandudno
area with additional security of supply. This is the first site of its kind that has been built in north Wales since 1995 and it will be particularly important during

the busy tourist periods when additional pressures are placed on the drinking water network and in the face of any future population growth in the area.

Work on this large scale engineering scheme began in October 2012 and was recently commissioned.

CASE STUDY -
,:l:': — Rairzsage
eu WL (Hawdil
GREENER GRANGETOWN -

Before After

Greener Grangetown is an exciting collaboration between Dwr Cymru Welsh Water, Cardiff City Council and Natural Resources Wales that will retrofit a variety
of surface water management techniques. This is aimed at reducing the amount of surface water entering the combined sewer system in the Grangetown area
whilst also enhancing local amenities, improving the perception of the area and increasing network resilience to climate change for the local area.

Greener Grangetown provides an ideal opportunity to test the application of the ecosystems approach to a large scale environmental project that is

being delivered in an urban environment in order to maximise the benefits delivered to the environment, local economy and wider community.

This project will provide the exemplar scheme for other projects in Wales and the UK.
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ENERGY

INTRODUCTION

The Silk Commission® has recommended to the

UK Government that there should be devolution of
planning powers to approve energy projects of up
to 350 megawatts. This would give Wales greater
flexibility over its generation mix and could enable
it to take greater advantage of its renewables
potential, as has been the case in Scotland.

EMR is important in supporting a diverse energy

mix and secondary legislation to enact it should be
completed in the current Westminster Parliament.

CASE STUDY

RESILIENCE

The UK has a mature and reliable electricity
network® with sufficient generation capacity
(77.9GW) to meet expected peak demand (58GW).3
In the near-term, these margins are expected to
tighten as existing generation assets are retired and
ongoing political uncertainties delay investment in
new generation capacity, risking the security and
reliability of our supplies. Two new gas stations
have opened since 2010, but market uncertainties
have delayed further investment across the UK

in new gas plant. Wales is also expected to

benefit from investment in a new nuclear facility

at Anglesey when the existing reactor is closed in
2015. Alongside the Hitachi investment at Oldbury

LV NETWORK TEMPLATES (WESTERN POWER DISTRIBUTION)
The largest Low Voltage (LV) monitoring project in the UK; funded through the Ofgem Low Carbon

Network Fund (LCNF).

"‘{ﬁ Llywodraeth Cymru

Welsh Government

WESTERN M‘W’llg
DISTRIBUTION

Servrag dhee Meallareals, Souarl Wear aosall Winke=
Cinanarthu Canolbersh o De Ordlretn §logr 2 Clgmrs

This project has successfully monitored over 800 distribution transformers and 3600 voltage points on
associated LV cable ends throughout South Wales, in order to gain better visibility of the LV Network and
how it is affected by the introduction of new low carbon technologies.

Using the monitored data in conjunction with The Welsh Government's ARBED data, The University of
Bath have been able to analyse the Electricity Network in detail with the following findings:

= 10 distinct individual templates have been created to clearly illustrate network behaviour

= Voltage analysis has shown that there is scope to reduce voltage levels in South Wales (and
potentially the UK). Resulting in energy, cost and carbon savings for customers

PV installation analysis has identified approximately 20% additional headroom available for domestic

Solar PV installations.

The project was completed on 31st October 2013 and WPD are now actively implementing the findings
for the benefit of all their affected customers. This was considered to be an example of good practice.

3. http://commissionondevolutioninwales.independent.gov.uk/debate/energy-a-case-for-change-or-not/ 4. In 2012/3P,Pa<QK\dP g a-lE]l’gE

recorded system availability of 99.99999% 5. Royal Academy of Engineering (2013) GB electricity capacity margin 6. http://investors.
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nationalgrid.com/~/media/Files/N/National-Grid-IR/factsheets/interconnectors130214-v12.pdf

ENERGY

RECOMMENDATIONS

Government needs a more determined
approach through policies, behaviours and
technologies that actively drive energy
demand management. It should look to
bolster the attractiveness and pace of existing
schemes such as the Green Deal and smart
metering

Parliament should enact the secondary
legislation to implement Electricity Market
Reform (EMR) by the end of this Parliament,
establishing long-term investor confidence and
entrenching cross-party support for electricity
decarbonisation

The Office of Gas and Electricity Markets
(Ofgem) should have its remit for resilience
strengthened to factor in future demands
on energy capacity from other infrastructure
sectors and to improve resilience against
interruptions caused by extreme weather

\events

this should provide opportunities for enhanced
engineering skills and economic benefits.

Wales has good capacity to increase output from
wind farms both on and off-shore, with other
sources being developed e.g. tidal stream energy
generation and the proposed tidal-range projects.
The West Coast interconnector, which is due to

be operational by 2016, will enhance power
flows between Scotland, Wales and England.
National Grid is also seeking to improve the
interconnections with new offshore energy sources
through a coordinated design approach.®

ENERGY EFFICIENCY

Major savings in energy consumption and carbon
emissions can be achieved through better insulated
buildings, the uptake of smart technologies and
changes in the way that we consume energy.
Reducing our energy consumption can also help
cushion the impact of rising energy costs and
address concerns associated with fuel poverty, while
reducing carbon emissions.

Existing government-backed schemes, such as the
Energy Company Obligation and Green Deal, are
currently failing to promote demand management
sufficiently. A more determined approach is
required to attract uptake of the Green Deal by
consumers and achieve the transformation of
energy efficiency in the built environment.
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WASTE
INTRODUCTION

In 2010, the Welsh government provided a

strong strategic lead with Towards Zero Waste?,

a framework setting out resource efficiency and
waste management principles, outcomes and
targets, explicitly promoting the closed loop recycling
essential in moving to a circular economy. The aim -
zero waste by 2050 - is to be achieved by ambitious
(but statutory) targets of recycling or composting
58% of municipal solid waste (MSW) by 2015/16
and 70% by 2024/25. Good progress is being made:
in the UK, Wales is leading the way recycling 52% of
MSW compared to 42% in England®.

In a move the Welsh government said would save

it £158 million over a decade, Natural Resources
Wales (NRW) was created in 2013 by merging three
agencies. These included Environment Agency Wales,
which had responsibilities around waste regulation®.
Under the upcoming Environment Bill, NRW

would be granted more powers — specifically over
extending segregation and collection, and enforcing
bans on materials such as wood and textiles from
landfill and energy from waste (EfW).

CASE STUDY

CONDITION AND CAPACITY

Despite, Wales' progressive waste policies, it still

has a high landfill rate - 41% compared to 34% in
England™. It is estimated the remaining landfill sites
have a maximum of 10 years life' and. as the Zero
Waste regulations mean new landfill sites are very
unlikely, Wales will need to increase its EfW capacity.

At present, little Welsh waste is processed through
EfW - only 5% in 2012/13 compared to 22% in
England™3. At present, there are no large-scale EfW
facilities in Wales however two are planned.

Virador's Trident Park EfW plant, located at Splott,
Cardiff is part of Prosiect Gwyrdd a sub-regional
partnership comprising Cardiff Council and
neighbouring authorities. The plans are for a
combined heat and power incinerator, capable of
processing 350,000 tpa of waste. It would have an
electricity generation capacity of 30 MW and provide
heat for up to 50,000 homes via district heating.
However, the proposals have not been without
opposition — it first received planning consent in
2010 but in March this year was subject to a
(failed) judicial review.

CB ENVIRONMENTAL, ABERYSTWYTH

The scheme enables waste management companies to demonstrate to potential customers that
they comply with PAS : 402 2013. This publicly available BSI specification requires the company to
produce an 8 section annual report which includes, inter alia, recovery rates for material streams.
Under the Green Compass scheme this report is independently inspected each year by a UKAS
Accredited inspection body, with the purpose of giving customers greater confidence in the
recovery rates of their waste. CB Environmental of Aberystwyth is typical of the 38 waste
management companies that have been successfully inspected to date.

7. Welsh Assembly Government (2010) ‘Towards Zero Waste' 8. StatsWales (2014) Local author\RaG\KstRﬁg& 2&2-4‘

13" and Defra (2013) "Management of Local Authority Collected Waste 2000/01 to 2012/13" 9. BBC Wales (2011) ‘One environment body
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will save £158m - Welsh government’ 10. WAG (2014) ‘Environment Bill - White Paper’ 11. Natural Resources Wales (2012) ‘Wales Waste
Information 2012 12. Ibid 13. Statistics for Wales (2014) ‘Local authority municipal waste management report for Wales, 2012-13" and

Defra (2013) ‘Management of Local Authority Collected Waste 2000/01 to 2012/13"

WASTE

RECOMMENDATIONS

A move from waste to resource management
and a circular economy should be at the centre
of government policy across the UK

The Welsh government must continue its
strong clear strategic leadership, and be
supported by Natural Resources Wales working
with other bodies, to maintain ongoing
improvements in the waste sector

The Welsh government should focus on
creating a policy, regulatory and commercial
environment that encourages private
investment in infrastructure. At the centre
of this should be improved waste data in the
\commercial and industrial (C&I) sector

The second proposal, the North Wales Residual
Wiaste Treatment Project, is a five local authority
partnership that intends to submit a planning
application for an EfW plant near Connah’s Quay
this year. While plans are yet to be finalised, it is
expected the facility would process up to 200,000
tpa'®.

RESILIENCE

If both proposed EfW facilities operate at capacity,
they will account for around a third of the MSW
currently produced in Wales and, as such, should
adequately counterbalance the planned closure of
landfill sites.

Both plants will be operated commercially on
25 year contracts, which would take their period
of operation beyond 2025, the target date for
recycling/composting 70% of MSW.

Whether increased recycling and EfW would result
in over-capacity, is unclear due to the current
paucity of data around C&l waste. While the
Welsh government should be commended for
commissioning its first C&I review since 20071
(carried out in 2012 but, to date, not published),
as it is based on voluntary survey of sites, it is likely
to be less accurate and up-to-date than the annual
reporting of MSW,
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14. Virador (2013) 'Cardiff EfW’ and BBC (2014) ‘Cardiff incinerator could heat 20,000 homes via pipeline’ P a.C k P g 3151:55 INFRASTRUCTURE
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Firstly, may | take the opportunity to introduce the organisation | work for the National Training
Federation Wales (NTfW)? NTfW is the membership organisation which represents the views and
opinions of all those involved within the education and training sector within Wales. At present we
have over 100 member organisations which include independent training providers, colleges of
further education, unitary authorities, awarding organisations and more. Members of NTfW play an
important part in developing the skills of those within the Welsh workforce, and more increasingly,
those looking to enter the Welsh workforce.

| am writing to you to outline our intent to provide written evidence to the Finance Committee as
they begin their scrutiny of the 2015-16 Draft Budget Proposals. You may well be aware, that within
this year’s Budget, there has been a £7M reduction in the Apprenticeship and Young Recruits
Programmes (£5M and £2M respectively) Furthermore, we are led to believe that further cuts (circa
£20M) will follow in 2015-16, and as an organisation, we feel that this will have a significant impact
on the future career prospects of thousands of young people in Wales.

We are in the process of obtaining data from our members in order to identify the scale of impact,
and will write to you shortly to outline our concerns. It is our intent to meet the 10th September
deadline, but as | am reliant on others submitting information to me before collation, we might miss
it. However, we will be submitting information in due course.

Should you wish to discuss our initial concerns, please feel free to call/email.

Finally, could | ask that you confirm receipt of this email by reply?

Many thanks in advance.

Kind regards/Cofion gorau

Jeff

Jeff Protheroe

Operations Manager / Rheolwr Gweithrediadau
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Training Federation for Wales/Ffederasiwn Hyfforddiant Cenedlaethol Cymru
Ocean Park House, East Tyndall Street, Cardiff/Caerdydd, CF24 5ET
Telephone/Ffon: 02920 495861

Mobile/Ffon symudol: 07425 621711

Email/E-bost: jeff.protheroe@ntfw.org

Website/Wefan: www.ntfw.org.uk

Registered in Wales/Cofrestrwyd yng Nghymru

Registration Number/Rhif Cofrestru: 04594179
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Older People’s Commissioner for Wales
Comisiynydd Pobl Hyn Cymru

Response from the Older People’s
Commissioner for Wales

to the

National Assembly for Wales’ Finance
Committee Inquiry into Welsh Government
draft budget proposal for 2015-16

September 2014

For more information regarding this response please contact:

Older People’s Commissioner for Wales,
Cambrian Buildings,

Mount Stuart Square,

Cardiff, CF10 5FL

08442 640670
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About the Commissioner

The Older People’s Commissioner for Wales is an independent voice
and champion for older people across Wales, standing up and speaking
out on their behalf. She works to ensure that those who are vulnerable
and at risk are kept safe and ensures that all older people have a voice
that is heard, that they have choice and control, that they don’t feel
isolated or discriminated against and that they receive the support and
services they need. The Commissioner's work is driven by what older
people say matters most to them and their voices are at the heart of all
that she does. The Commissioner works to make Wales a good place to
grow older - not just for some but for everyone.

The Older People’s Commissioner:

e Promotes awareness of the rights and interests of older people in
Wales.

e Challenges discrimination against older people in Wales.

e Encourages best practice in the treatment of older people in
Wales.

e Reviews the law affecting the interests of older people in Wales.
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Welsh Government Draft Budget Proposals for 2015-16
1. As the Older People’s Commissioner for Wales | welcome the
opportunity to respond to the National Assembly for Wales’
Finance Committee Inquiry into the Welsh Government draft
budget proposals for 2015-16". | will reply to the questions as set
out in the consultation document.

What, in your opinion, has been the impact of the Welsh
Government’s 2014-15 budget?

2. The impact has been significant and has affected older people in a
number of ways. As | outlined in my response to the 2014-15 draft
budget?, | welcomed the announcement to allocate an additional
£570m over the next three years for health and social care,
including an extra £150m for 2014-15.

3. | also welcomed the announcement of £50m to create an
Intermediate Care Fund for Wales, an important resource to
support independent living and better integration between health,
social care and housing. However, despite these positive steps
during the course of the financial year, progress in intermediate
and integrated care is at risk of being lost because of the short
term nature of this funding stream. The Welsh Government needs
to ensure continuity of funding for these programmes and networks
that have been supported by the Intermediate Care Fund to ensure
that their impact is not lost.

4. Less positive was the financial settlement for local government.
Community services provided by Local Authorities are absolutely
essential to the health, independence and wellbeing of older
people. Protecting and improving community services, facilities
and infrastructure is a priority in my Framework for Action 2013-
17°. These services are often described as ‘lifelines’, and as |
outlined in my ‘“The Importance and Impact of Community Services

! http://senedd.assemblywales.org/documents/s29438/Consultation%20letter.pdf

? http://www.olderpeoplewales.com/en/news/news/13-10-

08/Statement_on Welsh Government Draft Budget 2014-15.aspx

* http://www.olderpeoplewales.com/en/Publications/pub-story/13-05-23/Framework_for Action.aspx
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within Wales’ report®, they should be seen as essential community
assets, essential to the delivery of national priorities relating to
prevention, citizen focus and community resilience, containing the
costs upon statutory services and maintaining the wider health of
the economy.

5. As a recent Wales Audit Office report highlights®, Local Authorities
have been able to meet their financial challenges and deliver their
overall plan, however more robust arrangements will be necessary
as financial pressures increase. Local Authorities have ran front-
line services on a collective £250m budget shortfall® and whilst |
recognise the huge budgetary pressures and that difficult decisions
on expenditure and savings must be made, | have made it clear
that older people cannot afford to lose these vital community
assets. The need for creativity and innovation in delivering public
services, in one form or another, for older people and others will
become increasingly important.

Looking at the indicative budget allocations for 2015-16, do you
have any concerns from a strategic, overarching perspective, or
about any specific areas?

6. As in previous years, | expect to see evidence of a clear and
consistent approach adopted at local, regional and national levels.
The indicative allocations for 2015-16, as outlined in the Welsh
Government’s Final Budget report for 2014-15’, largely follow
those from the previous year. Whilst | welcome the slight budget
increase for Health and Social Services, | am concerned about the
budgetary reductions for other departments and the cumulative
iImpact felt by older people. In particular:

- Communities and Tackling Poverty: An estimated 84,000
older people in Wales live in poverty, with 50,000 of those living

* http://www.olderpeoplewales.com/en/Publications/pub-story/14-02-

25/The Importance and Impact of Community Services within Wales.aspx
*http://www.wao.gov.uk/system/files/publications/694A2013 Meeting%20the%20financial%20challenges_Fi
nal.pdf

® http://www.wlga.gov.uk/media-centre-l-wlga-e-bulletins/in-defence-of-localism

7 http://wales.gov.uk/docs/caecd/publications/131206explanatoryen.pdf
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in ‘severe’ poverty®. Further, around 140,000 older households
in Wales are estimated to be living in fuel poverty®. Whilst the
incomes of many older people have remained static their
finances have become increasingly pressurised in recent years
due to a number of factors, including the rising costs of
essential goods, and historically low interest rates on savings.
Austerity is affecting older people in Wales significantly and in a
number of ways, and the Welsh Government requires a robust
budget to tackling poverty, including poverty amongst older
people. Regrettably, there are very few references to older
people in the Tackling Poverty Action Plan®, and | am now
working with the Welsh Government and other key partners to
see what can be done to improve the uptake of financial
entitlements amongst older people.

- Economy, Science and Transport: As | emphasised in my
Community Services report, whilst the introduction of free bus
travel for older people in Wales has been a real success, a free
bus pass is worth little to older people should certain bus routes
disappear. | am particularly concerned about the reductions in
concessionary bus travel reimbursements to operators,
reductions which could result in up to a 30% reduction in
services'. Further, | am concerned about the insufficient
funding for Community Transport Schemes in Wales, hugely
popular amongst older people yet schemes that cannot cope
with demand due to inadequate financial support. Further
budgetary reductions will have huge implications for older
people across Wales, affecting service provision and reducing
the availability of much-needed public transport.

- Education and Skills: Learning for older people has a range of
benefits. For some older people, learning is something to look
forward to, something that keeps them physically and mentally

® http://www.ageuk.org.uk/cymru/professional-resources/publications/life-on-a-low-income/
? http://wales.gov.uk/docs/dhss/publications/130521olderpeoplestrategyen.pdf

1% http://wales.gov.uk/docs/dsjlg/publications/socialjustice/120625tackpovplanen.pdf

" http://www.olderpeoplewales.com/en/Publications/pub-story/14-02-

25/The Importance and Impact of Community Services within Wales.aspx
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active, and contributes towards their wellbeing. For other older
people, adult learning is crucial to allow them to acquire new
skills to remain in or re-enter the labour market. With the
traditional retirement model affected by the economic downturn,
Wales has an alarming number of older people not in education,
employment or training: it is estimated that over 1 in 3 people
between 50 and the State Pension age, over 200,000 people,
are currently unemployed. | am particularly concerned with the
drastic funding reductions for adult community learning (37.5%
reduction in 2014-15), and budgets for part-time further
education (33% reduction)*. The scarcity of funding for adult
learning hinders the employment prospects of older people and
the development of a curriculum for later life, including much-
needed digital and financial skills, as well as healthy living
education. The cumulative effect of reducing access to public
transport means that older people are less likely to access
much-needed employment, learning and skills opportunities,
placing them at greater risk of poverty, loneliness and isolation.

- Housing and Regeneration: In order to reduce older people’s
dependency on statutory packages of health care, the Welsh
Government needs to financially support home adaptations as
much as possible, and must use the ongoing review into
independent living as an opportunity to reform the aids and
adaptations system to enable a tenure blind system that is
consistent across Local Authorities and is easy to access and
navigate. The cost of providing adaptations and maintaining the
independence of older people is relatively small in comparison
with the additional financial strains on health services as a
result of hospital (re-)admissions; for every £1 spent on
adaptations (through the Rapid Response Adaptations
Programme), £7.50 is saved by the statutory health and social
care sector>,

2 http://www.olderpeoplewales.com/en/Publications/pub-story/14-02-
25/The Importance and Impact of Community Services within Wales.aspx
3 http://www.careandrepair.org.uk/uploads/Publications/Theres no place like home E.pdf
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7. Regarding the future budget settlement for local government, | am
aware that the Welsh Local Government Association (WLGA) has
indicated™ that Local Authorities should prepare for further
reductions of up to 4.5%, and that Authorities across Wales could
be managing a potential budget shortfall of up to £900m. The
cumulative effects of such budgetary reductions are significant and
as regular users of community services, | am concerned that the
impact will fall disproportionately on older people. Older people
across Wales have told me that they are very concerned about the
future of their ‘lifeline’ services, the services they depend on to
maintain their health, independence and wellbeing, such as buses
and community transport, public toilets, public seating, libraries,
leisure facilities, day/community centres, ‘meals on wheels’
services and befriending schemes.

8. Reducing the provision of these non-statutory services will impact
on the physical and mental health of older people, placing them at
risk of loneliness, depression and social isolation. The implications
of this reduced provision is that more older people will be placed
on statutory packages of health and social care, thus increasing
the pressures on health and social care budgets already under
strain in Wales. With an ageing population and the dangers of
inadequate preparation, it is estimated that revenue spending on
health could rise from 42% in 2010-11 to around 57% of the Welsh
Government’s revenue budget by 2024-25". Providing adequate
infrastructure to travel and access other community services
reduces dependency on others and long-term health costs: it is
estimated that reducing the number of older people admitted to
hospital could save the health service £2bn a year™.

What expectations do you have of the 2015-16 draft budget
proposals? How financially prepared is your organisation for the
2015-16 financial year, and how robust is your ability to plan for
future years?

" http://www.wlga.gov.uk/press-archive/more-deep-cuts-will-decimate-local-public-services

> http://www.walespublicservices2025.org.uk/wp-content/uploads/2013/09/Mark-Jeffs-WPS2025-Full-
Reportl.pdf

'® http://www.olderpeoplewales.com/en/Publications/pub-story/14-02-

25/The Importance and Impact of Community Services within Wales.aspx
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9. My expectations are that the needs, concerns and priorities of
older people are, as much as possible, addressed across
budgetary headings. Embedding the wellbeing of older people at
the heart of public services is a priority in my Framework for
Action. The concept of wellbeing is not yet sufficiently understood
and reflected in the planning, development and everyday delivery
of public services. Ensuring that the lives of older people have
value, meaning and purpose requires sufficient financial support
across departments: the needs of older people are not confined to
health and social care.

10. After accounting for costs relating to pensions, welfare and
health, older people are worth over £1bn a year to the Welsh
economy through, for example, volunteering and childcare. Their
contribution sustains the broader economy and limits the pressure
on other public services in Wales. Older people can, and want to,
contribute significantly to society and to the wider economy.
However, they require adequate services, facilities and
infrastructure to allow them to do so. Future budgetary settlements
should consider how best to support older people as economic
assets, increasing their £1bn contribution to the Welsh economy®’.

The Committee would like to focus on a number of specific areas in
the scrutiny of the budget, do you have any specific comments on
the areas identified below?

- Local health board financial arrangements

11. | welcome that the Welsh Government has recognised that
the current structure and provision of health and social care is not
appropriate to deliver the quality and complexities of care that is
needed for older people across Wales, and steps are being taken
to improve the way services are delivered through improved
integration.

Y http://www.olderpeoplewales.com/en/Publications/pub-story/14-02-
25/The Importance and Impact of Community Services within Wales.aspx
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- Approach to preventative spending and how is this represented in
resource allocation (Preventative spending = spending which
focuses on preventing problems and eases future demand on
services by intervening early)

12. The approach to preventative spending is insufficient. The

issues that | have previously outlined, including housing and
community services, are all preventative services that are
absolutely essential in reducing the pressures on health and social
care services. With an ageing population, it is crucial that we plan
ahead, develop health services fit for 21 century challenges and
reduce the need for statutory health care packages and hospital
admissions as much as possible.

13. Despite the aforementioned £570m funding boost for health
and social care over the next three years, a recent report suggests
that there will be a funding gap of £2.5bn for the NHS in Wales by
2025-26"%; preventative spending on schemes that promote active
and healthy ageing is therefore crucial. Furthermore, the Auditor
General for Wales recently announced that he had qualified the
accounts of three health boards that failed to achieve their
statutory target to maintain expenditure within their resource
allocation™®.

14. | therefore welcome that the Welsh Government has
recognised the current structure and provision of health and social
care is not appropriate to deliver the quality and complexities of
care that is needed for older people across Wales, and steps are
being taken to improve the way services are delivered through
improved integration.

- Impact of the Welsh Government’s legislative programme and
whether its implementation is sufficiently resourced

15. The 2014-15 legislative programme? impacts on the
wellbeing of older people in a number of ways. The Local

'8 http://www.nuffieldtrust.org.uk/sites/files/nuffield/publication/140617 decade of austerity wales.pdf
1% http://wales.gov.uk/about/cabinet/cabinetstatements/2014/8917720/?lang=en
%% http://wales.gov.uk/legislation/programme/2014-2015/?lang=en
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Government Bill will begin the process of local government reform
in Wales. Whilst the debate has largely focused on the number
and size of Local Authorities, any reform must focus on the quality
of services for the end user, including older people.

16. As | emphasised in my evidence to the Commission on
Public Service Governance and Delivery®*, public services should
have a greater focus on outcomes and the impact a service makes
to the life of an older person. Whilst there is a clear consensus that
there is a need for a step change in the performance and delivery
of public services in Wales, the Welsh Government must be
certain that the proposed timetable for reform represents value for
money. This takes place at a time when Local Authority budgets
are facing unprecedented challenges to deliver front-line services
for the benefit of older people and others; the Welsh Local
Government Association (WLGA) predicts that reform could cost
up to £200m?.

17. Driven by the Planning Bill, the Welsh Government can help
support and improve the lives of older people by prioritising
suitably designed and accessible housing stock and developing
age friendly communities, a priority in the Ageing Well in Wales
Programme (a national partnership programme that includes the
Welsh Government as a key partner and is committed to improving
the wellbeing of people aged 50+), that ensure the built
environment accommodates the needs of older people.
Empowering older people by encouraging the active contribution of
local communities in shaping local development plans is also
crucial and | support all efforts to better involve older people in the
decision-making process via the Planning Bill and other legislation.

18. As outlined in my response to the Welsh Government
consultation, there is much to welcome in the proposals for a
Public Health Bill*. In particular, | welcome the introduction of a
standard for nutrition in care homes, improved access to effective

2! http://wales.gov.uk/docs/dpsp/publications/psgd/140120-psgd-full-report-env2.pdf
*? http://www.bbc.co.uk/news/uk-wales-25816599
> http://wales.gov.uk/docs/phhs/consultation/140402consultationen.pdf
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integrated care and support and person centred primary care
services, and recognising public toilets as community assets,
supported by placing a duty on each Local Authority to develop a
strategy on the provision of and access to toilets for public use in
their area®. | expect these proposals to receive adequate financial
support in order to improve the lives of older people across Wales.

- Scrutiny of Welsh language, equalities and sustainability

19. As the Older People’s Commissioner for Wales, | recognise
the challenge faced by the Welsh Government in allocating the
limited resources available in its budget for 2015-16. At a time
when demand for services is rapidly growing, the Welsh
Government budget is facing a total cut of £1.68bn by 2015/16
compared with 2010/11%. | will be looking for assurances that
older people in Wales will not suffer disproportionately as a
consequence of decisions and actions taken by Welsh
Government to meet budgetary pressures.

20. As previously outlined, where the indicative budget
allocations lead to the need for a change in the nature of service
provision or a change in accessibility of services then there are
three key areas in which | will be looking for evidence:

- Active engagement with older people in the development of service
proposals in advance and throughout formal consultation processes.

- Information in accessible formats and, where needed, access to
independent advocacy services to explain and advise on the impact
of any proposed changes to services.

** http://www.olderpeoplewales.com/en/news/news/14-03-

31/Commissioner strongly welcomes proposals to improve access to public toilets in Wales.aspx
% http://www.olderpeoplewales.com/en/Publications/pub-story/14-02-

25/The Importance and Impact of Community Services within Wales.aspx
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Robust assessment of the impact on older people of any proposed
changes to services as required by public bodies under the Equality
Act 2010%°.

When made available, | will consider the adequacy of the
Welsh Government’s own impact assessment of its indicative
budget (including assessing ‘age’ as a protected characteristic)
and publish my findings at a future date. | would like to know more
about how the Welsh Government has engaged with and
consulted with older people in arriving at its budget proposals. |
expect that the Welsh Government’s Equality Impact Assessment
for 2015-16 will complement the 2014-15 version?” and emphasise
once again that ‘there is a clear need to protect older people in
Wales and the spending decisions of the Welsh Government
budget reflect this’.

As previously mentioned, whilst the decision to protect health
budgets is welcomed the needs of older people are not confined to
health care. Above all, | will want to ensure that older people are
treated fairly, and not disproportionately impacted by public service
cuts.

Closing remarks

In preparing the 2015-16 budget, public services within
Wales, including the Welsh Government, must not only be focused
on financial balance, efficiency and process measures, but also on
the impact that services have on the overall quality of life that older
people lead. The focus must be on ensuring that older people feel
safe, listened to and respected, can do the things that matter to
them, can get the help they need to stay safe and independent and
that the places and communities in which they live support the
lives they want to lead.

%% http://www.legislation.gov.uk/ukpga/2010/15/contents
%7 http://wales.gov.uk/docs/caecd/publications/131008draftbudgeteia.pdf
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24. To achieve this, public services will need to improve
significantly the extent to which they work together and listen to
older people. This includes involving older people in the design,
development and delivery of services and ensuring that care and
support to individuals is tailored to their specific needs and wishes.
The reduction or withdrawal of services such as community/day
centres, home adaptations, and community transport, may seem
like lower priorities, ‘softer’ services and lead to short-term
financial savings, however their loss can be devastating to the
older people who rely on them.

25. Maintaining these services, and in turn the health,
independence and wellbeing of older people, can lead to further
avoidable costs to the public purse in the medium to long term. As
previously outlined, | am concerned that the cumulative effect of
reducing non-statutory services will place older people at greater
risk of loneliness and isolation, issues that are not yet fully
recognised as major public health dangers®.

26. Older people’s voices will, and must be, the ultimate test of
how effective the Welsh Government and all our public services
are and whether the change they want and need to see is taking
place.

%% http://www.olderpeoplewales.com/en/Publications/pub-story/14-02-
25/The Importance and Impact of Community Services within Wales.aspx
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Thank you for the invitation to respond to the call for information on the Welsh Government draft
budget proposals for 2015-16.

Please find attached copy of UCU’s policy on the funding of further and higher education, which |
hope will help to inform the Finance Committees scrutiny, from the perspective of the University
and College Union.

| would like to draw attention to the ‘six tests’ on page six of the document. The union has devised
the questions to act as a basic test for new policy or funding initiatives. The questions look at
whether proposals are fair for all students, will be able to attract and retain staff, improve research
facilities and offer the broadest possible choice of courses.

The six tests to be applied by UCU to any policy or funding initiatives are:

1. Will the proposal make it easier for people to reach their full potential?

2. Will the proposal increase our academic capacity and research base?

3. Will the proposal make the UK a more attractive place for academic staff to work?
4, Will the proposal make it less costly for individuals to study, whether young or old?
5. Will the proposal broaden the range of subjects available for study?

6. Will the proposal lead to higher quality and reduced fragmentation in the sector?

Kind regards

Lisa

Lisa Edwards

Policy & Communications Officer
UCU Wales
ledwards@ucu.org.uk

01656 721951
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This paper looks at
UCU’s policy on funding
and gives an overview of
the overall picture of
funding for further and
higher education within
each of the four nations.

University and College Union

The funding of further
and higher education

May 2014

BACKGROUND

The way in which further and higher education is funded varies widely across the UK,
as do the social and political contexts within which decisions are made. As a union
active in each of the devolved nations, it is important that members of the University
and College Union (UCU) are equipped to deal with different political environments
and policy announcements from devolved administrations, while also maintaining a
consistency of message across the union.

UCU was therefore tasked by its members in late 2013 to examine some of the key
differences in the funding environments and propose a means by which new policy
announcements might be judged. This paper looks at UCU’s policy on funding and
gives an overview of the overall picture of funding for further and higher education
within each of the four nations. It goes on to set out some of the main areas for
political debate, and finishes by proposing a set of ‘six tests’ by which different
initiatives and funding policies can be judged.

UCU’S POLICY ON FUNDING FOR POST-COMPULSORY EDUCATION
A number of motions have led to the union adopting a general policy on funding for
education, centring on the following key principles:

e support for increased public investment in education, in particular to address the
OECD funding gap (estimated at £4.9billion in 2008)

e opposition to fees and other private contributions towards tuition costs

e support for targeted interventions to encourage access and participation, such
as the Education Maintenance Allowance (EMA)

e support for reform of the current mechanism for funding research, and

e support for a broad curriculum.
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THE CURRENT FUNDING PICTURE

UCU asked HM Treasury to undertake some analysis of relative levels of public
spending in each of the four nations. Table 1 sets out the figures spent by each
administration on higher education (HE) and further education (FE), as well as
examining the spending ratio between FE and HE in each part of the UK.

Table 1
Higher Further HE/FE
Education Education spending
(£m) (£m) ratio
England 10,967 8,745 19,712 1.25:1
Northern Ireland 597 173 770 3.45:1
Scotland 1,597 550 2,147 2.90:1
Wales 0.69:1

All UK 13,559 10,047 23,606 1.35:1

Source: HM Treasury analysis of PESA data (COFOG 9.2 and 9.4) by nation

The figures show that in England, for every £1 of public spending on further education
(FE), there is £1.25 spent on higher education (HE). In Scotland and Northern Ireland,
the figures are significantly higher at £3.45 and £2.90 respectively, indicating that HE
is more heavily prioritised than FE in those nations. In Wales, by contrast, spending on
FE is some 30% higher than on HE.

Table 2 looks at the outcomes of investment in education in each country using the
range of qualifications held across the working population as a base measure.

Table 2

Range of qualifications held, aged 16-64, population aged 16-64, year to December 2012 (%)

GCSE A-C GCE A Level HE qualification First degree
quallflcatlons or equivalent or equivalent below degree or above

England 9.5% 22.8% 23.1% 8.4% 26.1%
Northern 18.4% 22.3% 23.9% 8% 19.8%
Ireland

Scotland 10.7% 17.9% 24.9% 14.4% 24.4%
Wales 11.4% 24.7% 23.8% 9.3% 21.5%

Source: NOMIS Annual population survey (excluding ‘other qualifications’)
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Table 2 shows some interesting contrasts, some of which clearly relate to differing
socio-economic conditions. Northern Ireland has by far the largest proportion of
people with no qualifications and the lowest proportion with a first degree or
higher. While England and Scotland lead on the latter measure, Scotland also has
a significant proportion of people with an HE qualification below degree level.
Wales, which has the heaviest comparative investment in further education, has
the highest combined proportion of people with GCSE A-C and GCE A-Level or
equivalent.

Table 3 looks at the same measures for the youngest cohort of the working age
population beyond normal university leaving age. Using Level 3 and above as a
proxy for an educated workforce, Scotland leads the way with 71.3% of 25-29
year olds holding at least this level of qualification. England (65.6%) is close
behind but Northern Ireland (61.8%) and Wales (60.8%) lag behind.

Table 3

Range of qualifications held, population aged 25-29, year to December 2012 (%)

GCSE A-C GCE A Level HE qualification First degree
quallflcatlons or equivalent or equivalent below degree or above

England 6.6% 19.1% 22.1% 6.1% 36.7%
Northern 10.6% 20.1% 25.3% 6.8% 29.7%
Ireland

Scotland 5.9% 15.9% 20.6% 14.6% 36.1%
Wales 8.4% 22.8% 23.3% 6.3% 31.2%

Source: NOMIS Annual population survey (excluding ‘other qualifications’)

Table 4 looks at the ratios between figures for the 25-29 age group and overall
working age population in each of the nations, thus giving an indication of the
impact which policies might have had on qualification level over time.

Table 4

Range of qualifications held, ratio 25-29:16-64, year to December 2012

No GCSE A-C GCE A Level HE qualification First degree
qualifications or equivalent or equivalent below degree or above

England 0.69:1 0:83:1 0.96:1 0.81:1 1.41:1
Northern 0.57:1 0.91:1 1.05:1 0.85:1 1.5:1
Ireland

Scotland 0.55:1 0.89:1 0.83:1 1.01:1 1.48:1
Wales 0.74:1 0.92:1 0.98:1 0.68:1 1.45:1

M 0.69:1 0.84:1 0.95:1 0.76:1 1.42:1

Source: NOMIS APS figures listed in tables 2 and 3 of this paper
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The figures in Table 4 show that progress in reducing the number of people with no
qualifications has been good in all nations, but best in Scotland and Northern Ireland
where 25-29 year olds are now over 40% less likely to have no qualifications than the
working-age population as a whole.

Elsewhere, the different spending priorities adopted by some of the nations have been
reflected in the figures. While every nation has made broadly uniform progress with
regard to attainment of a first degree of above (the younger cohort are around 40%
more likely to hold a degree than the working-age population as a whole), there is a
significant difference at sub-degree level between Scotland and others. Younger Scots
remain as likely to hold a sub-degree level qualification as the whole population,
while the numbers for the younger cohorts in other nations have fallen substantially.

Table 5 looks at the 2011/12 undergraduate intake in all four nations to see if there
are significant differences in participation by class or school background:

Table 5

Widening participation 2011/12 undergraduate intake

% from SC 4,5,6,7 % from state schools

England 32.8 89

Northern Ireland 38 99.1
Scotland 26.2 86.9
Wales 31.2 92.5

Source: HESA, UKPIs: widening participation of under-represented groups 2012/13

As can be seen, despite having the worst record with regard to those with no
qualifications, Northern Ireland does best with nearly 40% of undergraduate entries
made up of those from the lowest class backgrounds. This compares favourably to all
the other nations with Scotland surprisingly the worst performing. The same pattern
is shown for state schools too with Northern Ireland by far the best and Scotland again
narrowly the worst performing.

There is of course a significant divergence of policy between the nations with regard
to student contribution and support. In FE, for example Scotland, Northern Ireland and
Wales all provide an Education Maintenance Allowance (EMA) for 16-18 year old college
attendees while this allowance has been abolished in England. Similarly, England is
thus far the only nation to have introduced further education loans, initially for those
aged 24 and up.
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In higher education, the picture is increasingly complex with distinct systems in place
in each nation as Table 6 shows:

Table 6

HE tuition fees by home and nation studied

Home region Location of university or college

England Scotland Wales NI
England Up to £9,000 Up to £9,000 Up to £9,000 Up to £9,000
Scotland Up to £9,000 No fee Up to £9,000 Up to £9,000
Wales* Up to £3,575 Up to £3,575 Up to £3,575 Up to £3,575
NI Up to £9,000 Up to £9,000 Up to £9,000 Up to £3,575

Note: *Net effect shown after taking account of grant. WA policy for 2013/14 is that no Welsh student shall pay more than £3,575.

There are also significant differences in available support for HE students as
shown in Table 7.

Table 7

Summary of available support

Maintenance Maintenance Bursary

Loan Grant

England Max £5,500 Max £3,354 Institution National Scholarship
(£7,675 London) (family income level Programme
below £42,611) (ending in 2015)
Northern Ireland Max £4,840 Max £3,475 Institution -
(family income level
below £41,065)

Scotland Max £5,500 - Max £1,750  Supplementary
grants to lone
parents, those with
dependents etc

Wales Max £5,150 Max £5,161 - Supplementary

(Assembly Learning grants to lone
Grant) parents, those with

dependents etc
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CURRENT POLICY DEVELOPMENTS
It is fair to say that the funding of FHE in all home nations is a subject for continuing
political debate. Table 9 seeks to summarise the current position in each nation:

Current policy debates

England

Northern Ireland

Scotland

Wales

o Some vice-chancellors are arguing for higher fees (eg Oxford)

o The student number cap has been lifted, with a likely increase of 30,000 student
places in England in 2014-15 and more in future years

o Labour is looking again at the HE graduate tax, possible two year degrees and
employer contributions

e The coalition is committed to further expansion of apprenticeships and traineeships

« All Parties increasingly focused on direct help for young unemployed

o Qualification reform continues apace

o Department for Employment and Learning (DEL) is launching an
expanded apprenticeship programme

o The wage gap between NI and the rest of the UK is a subject for debate

o A 10% budget squeeze is likely between now and 2018

o HE is playing a major role in the independence debate, especially around fees and
research funding

o College funding has been cut significantly in recent years, although they have a key
role in the provision of sub-degree HE courses

e There is an increasingly public debate about Scotland’s comparatively poor record
on widening participation

« Wales has the lowest PISA ratings of all the home nations

o« The Welsh Government has stated that breaking the link between poverty and
attainment is a priority

« Universities have expressed concern about losing students to England following
the lifting of the student number cap

RESPONDING TO CHANGING POLICY: THE ‘SIX TESTS’

In order to enable its members to respond to new proposals or political debates more
consistently and effectively in each of the home nations, UCU has compiled a series
of ‘six tests’ against which new and existing initiatives can be judged. These are:

For example:

e Will the proposal make it easier for people to reach their full potential?

Will the proposal increase our academic capacity and research base?

Will the proposal make the UK a more attractive place for academic staff to work?
Will the proposal make it less costly for individuals to study, whether young or old?
Will the proposal broaden the range of subjects available for study?

Will the proposal lead to higher quality and reduced fragmentation in the sector?

UCU believes that these tests provide a sensible framework for assessing whether
policies are of benefit to students and educators in the post-compulsory education
system.
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APPENDIX 1 - UCU POLICY ON THE FUNDING OF FURTHER AND HIGHER EDUCATION
Agreed policy Source
Congress therefore calls on all like-minded Motion 1

UK funding gap

Importance of public

funding

Benefits of F/HE

Impact of cuts

Research funding

FE funding

organisations to join the union's funding
campaign and to endorse as a minimum target
an increase in UK funding to the average OECD
level (the closure of a current funding gap of
£5 billion).

Congress welcomes the union's campaign for public
investment in tertiary education. It believes that the
future welfare of the country depends on the reversal
of the catastrophic cuts in education funding imposed
by this government and the investment of additional
funding in our educational infrastructure.

As well as its intrinsic benefits to individuals, public
investment in tertiary education is immediately beneficial
economically and socially as well as being an essential
precondition for the creation of a socially just, equal and
inclusive society.

Congress notes the government cuts to benefits, EMA,

FE funding, the increase in HE tuition fees, and the
introduction of FE loans are an attack on the poorest

and most vulnerable members of society. Such cuts not
only impact on incomes and living standards, but help

to stymie educational aspiration within all our communities,
particularly in the poorest ones.

HE27 (2010) instructed HEC 'to build a campaign against
the REF's terms of operation, and its implementation in
its current form', and 'campaign for a boycott of the REF
in its current form'.

Conference reaffirms those commitments to an alternative
funding regime and to academic freedom; our profession's
definition of research as the scholarly use of resources
allowing and encouraging intellectual endeavour to push
back the boundaries of knowledge.

Conference continues to support UCU's campaigns to
increase FE funding and opposition to FE loans so that every
every young person or adult studying is able to access
comprehensive high quality learning programmes.
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FE funding
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Conference continues to support UCU's campaigns Motion 15
to increase FE funding and opposition to FE loans so 2013 FESC
that every young person or adult studying is able to Motion 17
access comprehensive high quality learning programmes. 2013 FESC
Conference: vows to campaign vigorously against funding
cuts and calls on the government to invest in post-
compulsory education; reasserts its vehement opposition
to student tuition fees and demands their withdrawal;
demands that the government reverse their policy to
introduce loans in FE; demands that the government
reintroduces the Educational Maintenance Allowance.

Congress calls on UCU to work with other trade unions, Motion 2

Student contribution

F/HE curriculum

students' organisations and appropriate campaign groups
to defend and restore public education, including a broad
campaigning strategy behind a manifesto in defence of
education as a universal public good, free at the point of
delivery at all levels, where the benefits of the relationship
between education and society in terms of the economy,
critical citizenship, democracy and social wellbeing are
clearly named.

Congress reaffirms UCU's commitment to defend access
for all to a broad curriculum reflecting the wider role of
post-16 education to promote community cohesion as
well as to prepare people for work.

Congress re-affirms its opposition to tuition fees generally

in both FE and HE, believing that education should be a right

not a privilege.

2012 UCU Congress

Motion 4
2012 UCU Congress
Motion 5
2012 UCU Congress

Produced by University and College Union
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UCAC's response to the Finance Committee's consulatation on the 2015-16
Draft Budget
September 2014

1. In your opinion, what has been the impact of the Welsh Government's 2014-
15 budget?

If one of the intentions of the final budget for 2014-15 was to demonstrate 'the
actions the Government is taking to...break the link between poverty and educational
attainment’, UCAC believes that the overall investment made in education in Wales
in the 2014-15 budget is insufficient to ensure this.

We acknowledge the pressure on the budget, and we appreciate the
announcements made on protecting school budgets, the additional 1% on the annual
budget, as well as the pupil deprivation grant. However, the reality is that school
budgets have shrunk considerably. Naturally, costs increase and entities such as
schools are greatly affected. Doubts remain over the effective transfer of funding
from authorities to schools, though we welcome the commitment made by the
Minister for Education and Skills, in a letter to UCAC dated March 3, 2014, to ensure
that full monitoring occurs to that effect.

The reality is that the 2014-15 budget provides insufficient funds to ensure the best
education for all, irrespective of background, in our country's schools. There has
been a huge impact on schools, teachers and pupils with regard to planning for
September 2014. There has been a major shift in labour demand in the sector, and
there have been several examples of members seeing their hours cut this year, as
well as an increase in those being made redundant. Class sizes have expanded, and
this has affected the attention given to each pupil and their actual attainment. As a
result, we have already seen a major impact on the workload of members. The range
of subjects provided in secondary schools is decreasing, and there are obvious
guestions regarding the sustainability of several schools and resources.

Post-16 funding for schools continues to be an issue of significant concern to UCAC.
The funding system creates unhealthy competition between individual schools within
authorities, and fails to take into account the dynamics of student numbers and
school success. Indeed, rather than seeing the best educational experience secured
for our students, many members have witnessed a reduction in curricular provision
for students in September 2014, which is having an impact on individual students'
educational pathways and on the professional development of members. The
sustainability of sixth forms is at stake in this regard, and it is often asked whether
the removal of school provision is the ultimate goal.

UCAC has real concerns over whether general post-16 needs are being met. This is
a major concern in relation to transport, and the significant concomitant threat to
linguistic continuity that will arise as a result of funding cuts. Many local authorities
are now charging for transport, and this is having a significant impact on students
who have no choice but to use school transport to receive Welsh-medium education.
There is great concern that this would further increase the number of NEETs. UCAC
is calling for adequate funding to ensure consistency across Wales in terms of
transport, and to ensure that there is no discrimination against any medium.

Another area in which UCAC has concerns in terms of the 2014-15 budget is Welsh
for Adults. Concerns were raised about the 7% cut that was originally announced,
but the 8% cut that has just been announced is very disappointing. The cuts are
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expected to be administered from September 2014, even though the courses are all
in place and recruitment has been completed. Again, there has been a major impact
on provision and on jobs, running counter to the Government's policies and
strategies on promoting and facilitating the use of Welsh. UCAC believes that
strengthening the link between Welsh for Adults provision and linguistic planning for
various workforces (education, health, child care, social care) is a potential way
forward in this regard.

2. Looking at the indicative budget allocations for 2015-16, do you have any
strategic or general concerns, or concerns about any specific areas?

3. What are your expectations relating to the 2015-16 draft budget proposals?
How prepared is your financial institution for the 2015-16 financial year, and
how robust is your ability to plan for the coming years?

Clearly, the situation regarding school numbers is dynamic; past experience shows
that policy emphasis changes constantly, and the needs and methods of assessment
remain blurred. It is therefore necessary to ensure adequate funding to cope with
these changes. The budget does not allow for the Department for Education and
Skills to transform the current situation overnight without putting too much pressure
on teachers and schools. Indeed, it has been asked whether the budget will enable
our schools to maintain the provision they are expected to offer, as seen above.

4. The Committee would like to focus on several specific areas in scrutinising
the budget. Do you have any specific comments in relation to the areas
identified below?

In looking at the Welsh Government's legislative programme and the situation
regarding the Welsh language, we wish to draw your attention to UCAC's concerns
about the White Paper on Additional Learning Needs (ALN). These are specific
concerns arising from the lack of reference to the Welsh language, and concern that
the workload will fall on school ALN coordinators. To mitigate these concerns,
investment will be required to ensure appropriate levels of training, to ensure release
from teaching duties to undertake this work (especially if interagency working is
expected), and to facilitate the use of Welsh. Therefore, adequate funding will be
required to ensure adherence to the basic principle established in the Welsh
Language (Wales) Measure 2011, namely that Welsh should be treated no less
favourably than English.

We know that there are currently significant shortcomings in Welsh-medium
provision for children and young people with ALN, often due to lack of
capacity/expertise within the relevant workforces. UCAC believes strongly in the right
of any child, young person and his or her family to receive the appropriate provision
and service through their language of choice, be that English or Welsh. However, the
argument is stronger still when dealing with children from Welsh-speaking families
who have not yet had significant exposure to the English language and who are, in
effect, monolingual Welsh speakers. Any assessment of a monolingual child, or any
provision for that child, would have to be in Welsh to be meaningful. Moreover, we
must ensure the right of a child/young person and his or her family to discuss
Individual Development Plans (IDPs), and conduct appeals, and multi-agency
collaboration in Welsh. These need to be proactive features rather than things that
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families have to insist upon in order to ensure specialist Welsh-medium provision (0-
25) and to ensure linguistic continuity.

UCAC takes the very strong view that the right to Welsh-medium provision should be
on the face of the proposed Bill. Funding will be needed to ensure that any Act gives
due attention to this key issue.

UCAC has significant concerns that the burden of formulating and implementing
IDPs will fall on schools, and on ALN coordinators in particular. Serious questions
have arisen regarding the capacity of schools to deal with the needs of children and
young people with ALN at present, particularly with the emphasis on maximizing
inclusion in mainstream provision. There is a danger that the situation will deteriorate
significantly as a result of these proposals, and that schools will be blamed for any
failures. This is in light of the fact that there are as many as 103,791 pupils with
additional learning needs in Welsh schools.

The considerations cited above will need to be stated clearly on the face of the Bill,
and funding will need to be in place to ensure this.

September 2014
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Care & Repair Cymru

INDICATIVE BUDGET 2015/16- WRITTEN EVIDENCE FOR FINANCE COMMITTEE
1. INTRODUCTION

1.1 This is the response from Care & Repair Cymru to the call for information on Welsh
Government indicative budget proposals for 2015/16, issued in July 2014. It is
provided from the specific perspective of the work of Care & Repair in Wales-services
for older people to help keep them independent, safe and warm in their own homes,
consequently reducing demand in the NHS through reduced A&E admissions,
speeding up safe transfers of care, and reducing the need for expensive residential
care by helping older people live independently in their own homes in safety and
warmth (where most older people tell us they want to be)

1.2 Care & Repair in Wales- who we are and what we do: Care & Repair Cymru (CRC)
is the national body for Care & Repair in Wales, and the “Older People’s Housing
Champion”. We are a third sector, charitable organisation and actively work to ensure
that all older people have homes that are safe, warm and appropriate to their needs.
There are 22 Care & Repair Agencies covering the whole of Wales. Each agency
provides a wide range of services and support for older and vulnerable people, helping
them to remain living independently in their own homes and communities. Care &
Repair Cymru is committed to improving the health & wellbeing of older people by
providing advice and assistance with home improvements, adaptations and general
repairs. We work in partnership with a number of organisations including the Welsh
Government, Local Government Housing and Social Care Teams, NHS, Occupational
Therapists, other third sector organisations, the Older People’s Commissioner, and
Housing Associations to ensure that older people have access to a range of housing
and social solutions that enable them to live in housing that meets their individual
needs.

1.3 The 22 Care & Repair Agencies in Wales provide housing services to some 40,000
older people every year. Agencies are part funded by the Welsh Government and
attract funding from local government, local health boards, housing associations and
other sources. The types and scale of services provided annually are:

Core Care & Repair service:
e Approximately 30,000 older people helped every year with core casework

service, and tailored solutions to their housing problems.

Average client age 75 years of age

60% self referrals- i.e not currently clients of any of the statutory services

£2.5 million increased household income and benefits

£500,000 raised on behalf of 475 clients from charitable funds to pay for repairs

or adaptations

£11million repairs and adaptations facilitated

e 2500 older people helped make their home more affordable to heat

e £1.8m privately funded work ( counters fear of/ use of cowboy builders and
substandard work)

e 1800 helped with improvements to home energy efficiency
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2.1

2.2

2.3

Rapid Response Adaptations Programme

Care & Repair operates the Rapid Response Adaptations Programme (RRAP) on
behalf of the Welsh Government. RRAP was introduced by the Welsh Government in
2002. The scheme, invented in Wales has since been replicated in England. The
programme facilitates an immediate response to specific needs by providing minor
adaptations such as ramps and handrails, to enable people to return safely from
hospital to their own homes, or to prevent the need for admission to hospital or
residential long term care. The programme is a fast response initiative and requires
jobs to be completed within a maximum of 15 working days. It is widely regarded as
best practice in delivering small adaptations, and provides direct benefits to Health in
terms of prevention (reducing demand) and Delayed Transfer of Care (helping speed
up safe discharges). Annually, the Rapid Response programme achieves:

Average time enquiry to completion 8 days, average cost £118
13,000 older people helped....

4200 of whom helped return home from hospital

8800 of whom had works that helped prevent hospital admission

For every £1 spent on RRAP, we have estimated reduced demand and savings of
£7.50 for Health and Social care.

WHAT, IN YOUR OPINION, HAS BEEN THE IMPACT OF THE WELSH GOVERNMENT’S
2014/15 BUDGET?

LOOKING AT THE INDICATIVE BUDGET ALLOCATIONS FOR 2015-16, DO YOU HAVE
ANY CONCERNS FROM A STRATEGIC, OVERARCHING PERSPECTIVE, OR ABOUT ANY
SPECIFIC AREAS?

WHAT EXPECTATIONS DO YOU HAVE OF THE 2015-16 DRAFT BUDGET
PROPOSALS? HOW FINANCIALLY PREPARED IS YOUR ORGANISATION FOR THE
2015-16 FINANCIAL YEAR, AND HOW ROBUST IS YOUR ABILITY TO PLAN FOR
FUTURE YEARS?

The above 3 questions are addressed in the following comments:

The indicative budget for 2015/16 under the Housing and Regeneration MEG, gives
a standstill figure for Care & Repair revenue and capital. Following the 10% budget
cut to Care & Repair this financial year (2014/15), we have embarked on a rigorous
and proactive journey of change, specifically reconfiguration of Care & Repair
through series of mergers which will reduce the number of Agencies from 22 down
to 12 or 13, (broadly in line with the Willams recommendations for local
government in Wales). The aim of our mergers is to reduce management and
overhead costs so that the impact of this year's 10% cut is minimized to front line
services we provide for older people. Our “Framework for Change” also includes
wider reform which seeks to improve governance and promote innovation and more
diverse income streams for Care & Repair services.

The process of mergers and organizational change we have embarked upon is
extremely time consuming and resource intensive. The challenge over the past 9
months has been difficult, and the major process of change will continue for the
next 12 months or more, due to the complexities of changing legal and governance
structures, financial due diligence, TUPE and other issues, including physical

Pack Page 45



2.4

2.5

2.6

4.5

3.

3.1

relocation of some organisations, and cultural change of 2 different staff groups
joining together.

Having engaged positively in the merger agenda, the big concern for the 2015/16
budget is that further budget cuts before change within Care & Repair has been
finalised, and before the new organisations have bedded in, will hamper the change
process and ultimately reduce front line service delivery. Consequently, while we
would ideally like to see increased investment in Care & Repair’s core budget (not
least as this would save money in other budgets as outlined in detail below), we
believe that we need at least a flat-line budget in 2015/16 to enable us to effectively
deliver the mergers and change we have embarked on.

Our other major concern, for which written and verbal evidence was provided to
Finance Committee last year, is that the cuts already seen in Care & Repair’s
budget in reality mean cuts in preventative serves for older people that increases
demand for highly pressurised NHS and Social Care services (and ultimately costs
more to the public purse). This is discussed in detail in 3. below.

The Intermediate Care Fund £50m in the 2014/15 budget, is an excellent approach
to creating greater integration of services for older people and achieving greater
preventative spend in the budget. The ICF clear intention to create a more joined
up approach between Housing, Health and Social Care, and statutory and third
sectors is welcomed. We believe it will be successful in helping individuals live
independently, and relieving pressures across public services, (e.g. preventing
admissions to A&E), and helping speed up safe transfers of care).

In terms of actual service delivery and outcomes, it is too early to comment on the
impact of ICF to older people. However, from Care & Repair’'s perspective, overall
the process of being engaged and involved in developing ICF proposals has so far
been positive on the whole, and we would welcome its continuation as a cohesive
long term approach to prevention, and integration of work across public and third
sector services.

THE COMMITTEE ARE WOULD LIKE TO FOCUS ON A NUMBER OF SPECIFIC AREAS IN
THE SCRUTINY OF THE BUDGET, DO YOU HAVE ANY SPECIFIC COMMENTS ON THE
AREAS IDENTIFIED BELOW?

APPROACH TO PREVENTATIVE SPENDING AND HOW IS THIS REPRESENTED IN
RESOURCE ALLOCATION (PREVENTATIVE SPENDING = SPENDING WHICH FOCUSES ON
PREVENTING PROBLEMS AND EASES FUTURE DEMAND ON SERVICES BY

INTERVENING EARLY)

Care & Repair services have a huge preventative impact helping older people

retain their independence at home. It is important to distinguish the ‘type’ of prevention
we provide with prevention such as healthy eating campaigns. Our view is that making
an older person’s home accessible, safe, and warm produces an instant effect rather
than cost saving years down the line. For example, a timely housing adaptation can
have the immediate outcome of helping keep an older person out of a residential care
home; a new fuel efficient boiler and loft insulation will prevent many incidences of
respiratory and circulatory disease, reduce excess winter deaths, and make life
comfortable and more affordable; a timely, well placed grab rail and repairs to broken
steps will stop a fall and serious injury, followed by longer term residential care
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3.2

3.3

3.4

3.5

placement due to the negative cycle created by falls in older people. The following
details the work we do that has a preventative effect in terms of early
intervention, and easing future and more expensive demand:

Looking firstly at falls prevention, every year in Wales it is estimated by Age UK that
around 30% of people over 65 and 50% of over 80’s will have a fall in their home,
many of which are preventable. The effect of falls to older people in Wales was
estimated in Shelter Cymru’s publication “The Real Cost of Poor Housing” to directly
cost the NHS in Wales £56 million per year.

According to Public Health Wales, in 2009 there were 1102 deaths, 41,817 hospital
admissions and at least 444,274 Emergency Department attendances due to injury,
incurring direct costs of at least £25.9 million. The leading cause of death from injuries
was falls (23%). Falls also account for 48% of injury inpatient admissions. Inpatient
injury admissions led to 309,844 bed days, an average of 7.4 bed days per admission.
The direct medical costs of these injuries in Wales were £25,944,352 (related to
inpatient admissions and emergency department visits.) The leading cause of death
and in-patient admission in Wales, due to injury, is falls.

Fall death rates are low in all age groups until 70 years when they start to rise, from
9.7 per 100,000 (males) and 7.2 (females), to 138.7 (males) and 120.8 (females) by
age 85+. Serious fall injuries mainly affect older people. * Amongst older people falls
are extremely common; 30 to 60% fall each year and 15 to 30% fall more than once.
This high incidence means that fall injury incidence and serious fall injury incidence is
high; 2-6% of falls lead to serious injury and 1% lead to hip fracture. The average cost
of a fall at home which results in a hip fracture is nearly £29,000, over 100 times the
cost of installing hand and grab rails in an average home. Hip fractures are also the
trigger for entry into residential care in up to 10% of cases.

The majority of falls occur at home®. The cause of a fall at home is often multi-
factorial, involving both environmental hazards and an underlying medical condition.
Environmental hazards are largely preventable. Care & Repair agencies complete a
home safety check with clients to assess their home for hazards and then help to
make the necessary modifications, adaptations and repairs to improve safety in the
home.

The impact of Home improvements and Adaptations. Home repairs and
adaptations make performing tasks easier, reduce accidents, and support
independent living. Adaptations and repairs range from low-cost to more expensive
work. They include repairs such as improved wiring (to eliminate the need for
dangerous extension cords), repairing broken and missing steps, repairing uneven
paths, fixing loose stair treads and removing hazards (e.g. clutter, throw rugs).
Adaptations include adding special features or assistive devices (e.g. grab rails,
ramps), moving furnishings, adaptation to enable a change where activities occur
(e.g. sleeping on the first instead of second floor) and conventional adaptations
such as stair-lifts and walk-in showers.

! Gribben, J. et al (2009). Incidence and mortality of falls amongst older people in primary care in the United Kingdom.
Quarterly Journal of Medicine 102:pp.477-83.

? Rubenstein, L.Z. and Josephson, K.R. (2002). The epidemiology of falls and syncope. Clinical geriatric medicine
18:pp.141-58.

* 2. DEPARTMENT OF TRADE AND INDUSTRY. Home accident surveillance system: 24th annual report. London: DTI,

2002

Pack Page 47



3.6 Home modifications and adaptations can reduce the demands of the environment
while making the home safer and more supportive. A review* by the Office of
Disability Issues of the outcomes and costs of adaptations stated “For older and
disabled people, the choice between adaptations and other options is a choice
between independence and dependence.”

3.7 Prevention of falls and injuries has been a major focus of research, stimulated by
ageing populations and by growing awareness of the mortality and morbidity
resulting from falls. Reviews of falls prevention interventions have concluded that
interventions are successful; including assessment of hazards at home and
modifications of the environment, such as adaptations.® Reviews have concluded
that home improvement and adaptations reduced the risk of falls, particularly for
those discharged from hospital and for those with a history of falling.

3.8 A recent trial of falls prevention of older people who were determined at high risk of
falling found that those who received falls prevention, such as improving home
safety, were significantly less likely to fall than a control group.® Another trial
specifically looking at environmental factors found that home safety assessments
reduced the risk of falling by up to 39% in those who were at high risk.’

3.9 A report by the Wales Audit Office Lean and systems thinking in the Public Sector in
Wales, January 2010 considered NPT Council’s Lean review of Disabled Facilities
Grants (DFG), and reported that postponing entry into residential care saves an
average of £19,760 per year per person. It also concluded that a timely DFG can
postpone entry into residential care by 4 years, giving a cost saving of £72,000 for
each person, net of the average £7000 DFG cost. The report commented “Clearly, by
providing appropriate DFG at the appropriate time people can be sustained within their
own accommodation, not only reducing residential care costs but arguably delivering
considerable emotional and community benefits to service users. Nevertheless, the
impact of timely DFG service could go beyond delaying admission into residential
care, for example to alleviate costs in the home care service or to discharge existing
clients from residential care”

3.10 Cost effectiveness. The Office for Disability Issues® found in a review of current
evidence that provision of housing adaptations and equipment for disabled people
increased people’s quality of life and independence. Such provision also produced
savings to health and social care budgets in four major ways;

e Reducing or removing an existing outlay — residential care and home care

e The prevention of an outlay that would have been incurred — prevention of hip-
fractures and other care costs

e The prevention of waste — delay in supply of adaptations

e Achieving better outcomes for the same expenditure — improving quality of life.

4 Heywood, F. and Turner, L. Better Outcomes, lower costs. Implications for health and social care budgets of
investment in housing adaptations, improvements and equipment; a review of the evidence. Office for Disability
Issues 2007

> Gillespie LD, Gillespie WJ, Robertson MC, Lamb SE, Cumming RG, Rowe BH. Interventions for preventing falls in
elderly people. Cochrane Database Syst Rev 2003;(4):

6 Logan, PA., Coupland, CAC., Gladman, JRF., Sahota, O., Stoner-Hobbs, V.,Robertson, K.,Tomlinson, V., Ward,M.,
Sach, T., Avery, AJ. Community falls prevention for people who call an emergency ambulance after a fall: randomised
controlled trial BMJ 2010;340:c2102

’ Clemson L., Mackenzie L., Ballinger C., Close JCT., Cumming RG. Environmental interventions to prevent falls in
community-dwelling older people a meta-analysis of randomized trials. J Aging Health2008;20:954-71.

8 Heywood, F. and Turner, L. Better Outcomes, lower costs. Implications for health and social care budgets of
investment in housing adaptations, improvements and equipment; a review of the evidence. Office for Disability
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3.11

3.12

3.13

3.14

3.15

3.16

3.17

All evidence indicates that adaptations and basic repairs’/home improvements are
cost effective methods in preventing falls for older and disabled people. The
review conducted by the Office of Disability Issues® stated; ‘The evidence from
the review is that, unless the cost of the adaptation is very high compared with
the life expectancy of the person concerned, adaptation (and independence) will
always be the better value option.’

Cold Homes and fuel poverty. According to Age Cymru in 2013, fuel poverty
affects 30% of households in Wales — 386,00 households - with three main factors
determining if a household is fuel poor; income, energy prices and energy
efficiency. The last Living in Wales survey in 2008, estimated the total number of
fuel poor households as 332,000 or 26% of all households. The figure for
pensioners were that they represent 26% of all households in Wales, and of these
140,000 (42%) were in fuel poverty.

The Older People’s Wellbeing Monitor for Wales 2009 indicated 1 in 5 households
containing someone aged 60 or over as fuel poor, twice the rate of all households.

BRE research for Shelter Cymru “The Real Cost of Poor Housing” 2011, reported
the following from the Living in Wales Survey 2008:

e At least 29% of Wales homes had at least 1 category 1 hazard (under the
Housing Health and Safety Rating System, HHSRS), failing the current
minimum standard for housing in Wales and England.

e The most common category 1 hazards are accidents/falls, excess cold and
damp.

e Older people are more likely to live in housing with category 1 hazards, and over
75’s are more likely to live in housing where there is excess cold.

e 25% households over 80 live in damp homes

In 2010/11, there were 1960 excess winter deaths amongst older people in Wales.
79% of these were to people aged over 65, 68% were people aged 75 and over.
These deaths are higher than the average for the UK and linked to respiratory
disease, circulatory disease, and hypothermia, all exacerbated by cold, damp
housing conditions. Winter iliness figures, linked to cold, damp homes are difficult to
find, but it is clear given the mortality rates that countless thousands more older
people will present to local GP surgeries and A&E Departments with illness brought
on or exacerbated by their poor living conditions and inability to keep warm at
home.

Care & Repair’s overall proposition is that a greater focus on prevention within
public services (including social care and health services) will reduce A&E
admissions (unscheduled care), residential care places and speed up safe transfers
of care. Targeted investment in preventative services that improve housing
conditions would improve the wellbeing of the people of Wales, whilst saving public
funds.

The above information aims to demonstrates the cost effectiveness of investing in
preventative services, and in particular Care & Repair, and we would like to see

o Heywood, F. and Turner, L. Better Outcomes, lower costs. Implications for health and social care budgets of
investment in housing adaptations, improvements and equipment; a review of the evidence. Office for Disability
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greater direct investment in our services so that we can deliver more services that
improve the quality of life of older people, and deliver greater preventative spend.

3.18 As mentioned above, we also believe that the Intermediate Care Fund £50m (£15m
capital and £35m revenue), is an excellent approach to creating greater integration
of services for older people and achieving greater preventative spend in the budget
and would welcome it’s continuation.

Chris Jones
CEO, Care & Repair Cymru
September 2014

Pack Page 50



Deputy Vice-Chancellor
Professor Elizabeth Treasure

Dirprwy Is-Ganghellor

CARDIFF

UNIVERSITY

Yr Athro Elizabeth Treasure PRIFYSGOL

(AFRDYD

Cardiff University

Main Building
Park Place
Cardiff CF10 3AT
. 3 Wales UK
Flna}nce Committee Tel Ffon +44(0)29 2087 4607
National Assembly for Wales Fax Ffacs +44(0)29 2087 4879
Cardiff Ba www.cardiff.ac.uk
e y Prifysgol Caerdydd
Cardiff Prif Adeilad
CF99 ]NA Plas y Parc

Caerdydd CF10 3AT
Cymru, Y Deyrnas Gyfunol

Ref: ET/EK/JB
10 September 2014

Dear Sir/Madam
Welsh Government Draft Budget Proposals for 2015-16

Please find enclosed Cardiff University’s response to the call for information to inform the
National Assembly’s scrutiny of the Welsh Government’s 2015-16 draft budget proposals.
The University welcomes the opportunity for engagement on the expectations of the 2015-16
budget and the consideration of the impact of the 2014-15 budget.

Cardiff University’s mission is to be a world-leading, research-excellent, educationally
outstanding university. With approximately 28,000 students from more than 100 countries,
Cardiff is the 12" largest university in the UK in terms of student numbers with a total
estimated income for 2013/14 of £460M. One of the University’s objectives, as outlined in
our strategic plan ‘The Way Forward’, is that Cardiff University will be recognised as an
international university that is of benefit to Wales. In order to achieve these objectives the
University needs to be operating in a sustainable and international competitive sector.

Universities in Wales are central to the country’s economic future and to achieving the Welsh
Government’s ‘over-riding priorities’ of jobs and the economy, as identified in its
Programme for Government. The benefits of investing in higher education go beyond the
experiences of the students and institutions at which they study. Investing in higher
education is critical for a buoyant economy in Wales and there is great potential at this point
to drive future economic growth and the creation of opportunities and jobs through
prioritising such investment. The 2013 Business Innovation and Skills (BIS) report *The
relationship between graduates and economic growth across countries’ notes that the
increase in graduate skills in the UK economy between 1982 and 2005 contributed around
20% of GDP growth over this period. The Higher Education Wales June 2013 “The
Economic Impact of Higher Education in Wales report explored the impact of higher
education on the wider economy and concluded that Welsh higher education has a significant
economic importance to Wales bringing immediate benefits to the country in terms of output
generated and jobs created.
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Our enclosed responses to the specific questions should therefore be read in the context of the
wider benefits of higher education and that more can be realised by the higher education
sector if further sustainable resources were provided.

1. What, in your opinion has been the impact of the Welsh Government's 2014-15 budget? J

The impact of the Welsh Government’s 2014-15 budget on Cardiff University will be that the
University will be able to continue to deliver its core services and contribute to the priorities
of the Welsh Government. However, it is important to note that 2013-14 saw the end of a
number of funding streams, including funding for widening access, innovation and
engagement and the support for expensive STEM subjects. The overall University budget
will therefore be under pressure in 2014-15 as it tries to maintain, where possible, the
activities previously provided by these funding streams within a smaller funding allocation.
Any further removal of funding for higher education in 2014-15 would pose additional
complications for Welsh institutions as there is little or no capacity for absorbing further
reductions without potentially damaging provision. We appreciate that difficult decisions
have to be made where funding is limited and welcome the protection that the Welsh
Government has been providing for research funding. Cardiff University is internationally
recognised as a successful, research-intensive university; the changeable funding regime
however provides an increasing challenge as the University aims to enhance its position in an
increasingly competitive international stage. The continued protection of research funding is
essential to maintain research excellence and sustainable investment is crucial in the
development and maintenance of cutting-edge facilities and equipment.

Further investment in 2014-15 would have enabled the University to expand, support and
drive forward its activities in areas such as research, STEM provision, innovation,
postgraduate studies and knowledge transfer - activities which would have a significant long-
term positive effect on the economy.

2. Looking at the indicative budget allocations for 2015-16, do you have any concerns from
a strategic, overarching perspective, or about any specific areas?

We recognise that the Welsh Government is working with a very challenging settlement
given the severe budget cuts and the likelihood that public expenditure will continue to be
constrained. However, investment in higher education is critical for a buoyant economy in
Wales and there is great potential at this point to drive future economic growth and the
creation of opportunities and jobs through prioritising such investment.

Higher education also contributes significantly to the Welsh Government’s social justice
agenda. Access to a university education has always been an important springboard to better
living standards in Wales for individuals and families. For many people in Wales a degree
has helped to advance their careers, broaden their horizons and raise their aspirations. We
firmly believe that higher learning is one the most important ways in which social mobility

can be advanced.
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The government’s investment in student loans doesn’t necessarily benefit Welsh higher
education institutions as students may study anywhere in the UK. A by-product of the
current tuition fee policy is that the Welsh Government is effectively funding English
universities at the expense of supporting Welsh universities (estimated at £77.8M flowing to
institutions outside Wales in 2014/15 HEFCW Circular W14/18HE). We have estimated
that, by 2015/16 (as the number of students in the new fee regime reaches steady state), up to
£91M of Welsh Government money could be flowing into English institutions per annum as a
result of this policy.

We are concerned that additional resource for high-cost subjects such as Science,
Technology, Engineering, Medicine and Dentistry has been removed. The support of these
subject areas is essential if we are to compete at a UK, European and Global level in terms of
the student experience, providing future workforce to the NHS in Wales and generating new
innovative ideas that boost the economic outputs of Wales. The cost of teaching Medicine
and Dentistry far exceeds the maximum new higher fee of £9,000 per annum (it is estimated
that the true cost of teaching Medicine and Dentistry amounts to around £18,000 - £19,000
per full-time student per annum). For Science, Technology and Engineering in 2014/15,
there is a negative funding gap with England of £1,500 per student (HEFCE Circular
2014/06). The equivalent negative funding gap with England for Medicine and Dentistry is
£10,000 per student. Therefore it is clear that under the new fee regime the competitiveness
of Wales for these high cost subjects is at risk.

Whilst it is essential that Welsh HEIs deliver for Wales, it is important to remember that
Welsh HEIs operate within a global environment. Investment in higher education needs to be
considered in the context of an increasingly competitive international environment. The
Welsh sector needs to be able to compete at a UK and European level for research funds
(both public and private), industry contracts and student recruitment (both home and
international). A lack of investment in higher education in Wales, especially in comparison
to other UK and European countries, will mean that Welsh HEIs are less able to compete.
This will impact adversely on their ability to bring sources of funding into Wales and also to
bring spending power into Wales. Specific issues that concern the University that could
constrain its ability to compete at UK and European level are; the Welsh fee grant and the, as
yet unknown, impact on Wales from the lifting of the student number cap in England. We
would also reiterate the points made above about protecting investment in Research
Excellence and the need to sustain this investment post-REF 2014.

3. What expectations do you have of the 2015-16 draft budget proposals? How financially
prepared is your organisation for the 2015-16 financial year, and how robust is your
ability to plan for future years?

The University has recently submitted financial forecasts to HEFCW and they were prepared

on the assumption that there would not be any significant changes to funding over this period.
Any unforeseen changes that do occur would cause significant difficulties for us and make it

even more difficult to compete with our Russell group peers.
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4. The Committee would like to focus on a number of specific areas in the scrutiny of the
budget; do you have any specific comments on the areas identified below?

e Preparation for the Wales Bill

e [ocal health board financial arrangements

e Approach to preventative spending and how is this represented in resource allocation
(Preventative spending = spending which focuses on preventing problems and eases
future demand on services by intervening early)

o Impact of the Welsh Government’s legislative programme and whether its
implementation is sufficiently resourced

¢ Scrutiny of Welsh language, equalities and sustainability

With regards to the preparation for the Wales Bill we would like to highlight that any
financial implications of regulatory change need to be sufficiently resourced as to not
inadvertently pose financial risks to the higher education sector.

Yours sincerely

Professor Elizabeth Treasure
Deputy Vice-Chancellor
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Welsh Government Draft Budget 2015/16
FSB Wales

FSB Wales welcomes the opportunity to present its views to the Finance Committee on the
Welsh Government’s draft budget proposals. FSB Wales is the authoritative voice of
businesses in Wales. With 10,000 members, a Welsh Policy Unit, two regional committees
and twelve branch committees; FSB Wales is in constant contact with business at a
grassroots level. It undertakes regular online surveys of its members as well as a biennial
membership survey on a wide range of issues and concerns facing small business.

Introduction

As the Wales Bill passages through the Westminster Parliament the opportunity for a re-
evaluation of the budgeting process between the Welsh Government and National
Assembly for Wales presents itself. In this respect, FSB Wales welcomes the Finance
Committee’s recent inquiry into the budget process and its subsequent recommendations.
FSB Wales would like to take this opportunity to reiterate its concerns around the lack of
economic data available to Welsh Government and the obvious impact this has on the
budget process. This is becoming even more important as we move towards budgets that
actively manage tax revenues as well as departmental expenditure limits.

At present, the budget process is difficult to decipher with a focus on departmental
spending lines providing little detail to external organisations seeking to analyse Welsh
Government’s priorities. Furthermore, the timeframe for budget allocations (with the
notable exception of the Wales Infrastructure Investment Plan) is very short term, with
longer-term budgetary trends going largely unanalysed. FSB Wales therefore welcomes
conclusions four, five and six of the Finance Committee’s inquiry into the budget process
and would like to see coordinated action between the Welsh Government and National
Assembly to deliver an improved processl.

Young Recruits Programme

FSB Wales warmly welcomed the additional funding provided to SMEs through the Young
Recruits Programme. This included substantial support for administration costs for small
firms hiring an apprentice as well as an increased wage subsidy to employers. Initial
anecdotal evidence suggests that this has been successful with a large number of our
members making inquiries as to how best to take on an apprentice via the Young Recruits
Programme.

'Finance Committee 2014. Best Practice Budget Processes Inquiry [Online]. Available at:
http://www.assemblywales.org/bus-home/bus-business-fourth-assembly-laid-docs/cr-1d9872-
e.pdf?langoption=3&ttI=CR-LD9872%20-%20Report%200f%20the%20Finance%20Committee%275%20%20-
%20Best%20Practice%20Budget%20Processes (accessed 10" Septmeber 2014). p.6
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FSB Wales is therefore concerned that the budget proposals do not at present make
provision for the continuation of the expanded Young Recruits Programme. This was initially
funded via a £20m per year additional allocation and FSB Wales would like to see this
continue in order to continue to encourage SMEs to take on and up-skill apprentices in
Wales. Furthermore, in response to the Welsh Government’s recent co-financing of skills
consultation, FSB Wales stated that support for co-financing measures would be dependent
on sufficient support continuing to be made available for apprenticeship programmes at
level three and below, via the Young Recruits Programme”.

M4 relief road

The Welsh Government recently committed to the ‘black route’ as its preferred strategy for
dealing with the congestion problems on the M4 around Newport. While FSB Wales does
not agree with this course of action, it is crucial that the budget clearly identifies how the
spending commitments, which at present are at least £1bn, are to be met. The current
indicative budget has no budget line allocated to the repayment of capital spending accrued
through the UK Government’s advance borrowing powers. FSB Wales believes the
repayments on this finance should be clearly identified and should include the cost of
borrowing to meet the scheme’s proposals.

Crucially, this would allow decision makers to be clear about what resources are being
reallocated to meet the expenditure need of the M4 relief road policy. At present, the EST
department’s budget for rail and road capital investment stands at around £150m per
annum’. Looking at the period 2015-2025 when both the M4 Relief Road and Cardiff Capital
Region Metro projects are due to be implemented, a total of £2.24bn is expected to be
spent according to respective Welsh Government business plans on the two projects4. Over
the same 10 year period at present prices around £1.5bn would be available to the Welsh
Government (assuming all other transport capital projects such as the Bontnewydd Bypass
and improvements to the A40 west of St Clears were removed from the Wales
Infrastructure Investment Plan transport section). This potentially leaves a shortfall of
£740m over this period, only £500m of which could be covered by newly devolved
borrowing powers. Presumably, this gap would be funded by reallocating funding from
other sections of the capital budget.

’FSB Wales. 2014. Co-investment in Post-19 Adult Skills: Consultation Response [Online]. Available at:
http://www.fsb.org.uk/policy/rpu/wales/images/final%20co-investment%20in%20skills.pdf (accessed 10™
September 2014).

* Welsh Government Final Budget 2014/15. [Online]. Available at:
http://wales.gov.uk/docs/caecd/publications/131206explanatoryen.pdf (accessed 1st September 2014).

* Welsh Government. 2014. M4 Corridor Around Newport: The Plan [Online]. Avialable at:
http://www.m4newport.com/assets/the-plan---english.pdf (accessed 1st September 2014).

Welsh Government. 2013. A Cardiff Capital Region Metro [Online]. Available at:
http://wales.gov.uk/docs/det/publications/131126-metro-impact-study-main-report-en.pdf (accessed 1st
September 2014).
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Therefore, FSB Wales believes that the decision to pursue the black route could potentially
undermine a large portion of existing projects in the Wales Infrastructure Investment Plan,
including in departments such as health and education. Without clarity around how the
black route is to be funded, there is also potential for the investment case of the Cardiff
Capital Region Metro to be undermined. FSB Wales believes the budget should include a
longer term outlook in order to clearly set the black route decision into its proper context.

Devolution of NDR

The Welsh and UK Governments have agreed a target date of April 2015 for the full
devolution of non-domestic rates to the National Assembly for Wales>. This is a major shift
in the Welsh Government’s budget with around £1bn of revenue raised from the business
community for the first time allocated to the Welsh Government to manage and spend as
they see fit. This is also by far the largest of the taxes to be devolved following the Silk
Commission process, until a referendum is held on whether to devolve income tax powers
to Wales.

FSB Wales therefore believes that the next budget should contain clear guidance on how
much the Welsh Government expects to raise in terms of non-domestic rates review and
how its policy in this area is likely to influence departmental expenditure limits. For
instance, the Scottish Draft Budget 2014/15 included an analysis of how much revenue will
be raised by non-domestic rates and the Scottish Government’s policy in this area®.

*Welsh Government. 2014. Financial Reform and Tax Policy [Online]. Available at:
http://wales.gov.uk/funding/financereform/?lang=en (accessed 10™ September 2014).

®Scottish Government. 2013. Scottish Budget: Draft Budget 2014-15 [Online]. Available at:
http://www.scotland.gov.uk/Resource/0043/00433802.pdf (accessed 10th September 2014) P.157
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Federation of Small Businesses Wales
1 Cleeve House

Lambourne Crescent

Llanishen

CARDIFF CF14 5GP

Telephone: 029 2074 7406
Email: policy.wales@fsb.org.uk
Web: www.fsb.org.uk/wales

The Federation of Small Businesses Wales

The FSB Wales is non-profit making and non-party political. The Federation of Small Businesses is the
UK's largest campaigning pressure group promoting and protecting the interests of the self-
employed and owners of small firms. Formed in 1974, it now has 200,000 members across 33
regions and 194 branches. FSB Wales currently has around 10,000 members, a Welsh Policy Unit,
two regional committees and twelve branch committees meaning FSB Wales is in constant contact
with small businesses at a grassroots level in Wales.

Lobbying

From the Press and Parliamentary Affairs Office in Cardiff, FSB Wales campaigns with AMs, MPs and
MEPs in Cardiff Bay, Westminster and Brussels in order to promote our members’ interests. FSB
Wales also works closely with local, regional and national media outlets to highlight our members’
concerns. Development Managers work alongside members in our regions to further FSB Wales
influence at a regional level. More widely, the FSB has Press and Parliamentary Offices in
Westminster, Glasgow, Belfast and Brussels to lobby the respective Governments.

Member Benefits

In addition, Member Services is committed to delivering a wide range of high quality, good value
business services to members of the FSB. These services will be subject to continuing review and will
represent a positive enhancement to the benefit of membership of the Leading Business
organisation in the UK.

Vision
A community that recognises, values and adequately rewards the endeavours of those who are self
employed and small business owners within the UK.

The Federation of Small Businesses is the trading name of the National Federation of Self Employed
and Small Businesses Limited. Our registered office is Sir Frank Whittle Way, Blackpool Business
Park, Blackpool, Lancashire, FY4 2FE. Our company number is 1263540 and our Data Protection Act
registration number is Z7356876. We are a non-profit making organisation and we have registered
with the Information Commissioner on a voluntary basis.

Associate Companies

We have three active subsidiary companies, FSB (Member Services) Limited (company number
02875304 and Data Protection Act registration number Z7356601), FSB Publications Limited
(company number 01222258 and Data Protection Act registration number Z7315310) and FSB
Recruitment Limited. (company number 07836252 and Data Protection Act registration number
Z3131666).
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BRECON BEACONS
NATIONAL PARK

Le i enaid geel lionydd
One of Britain's breathing spaces

Clerk to the Finance Committee

National Assembly for Wales |0th September 2014
Cardiff Bay

Cardiff

CF99 INA

Dear Bethan

Response to the Finance Committee consultation on the Welsh Government Draft Budget
Proposal for 2015/16

In response to your request for comments on the 2015/16 draft budget proposals, | hope you find the
observations below helpful.

I. What, in your opinion, has been the impact of the Welsh Government’s 2014-15 budget?

For the National Park Authority, the cuts in 2014/15 and proposed further reductions in 15/16 together
total close to 1/8 of 13/14 approved revenue expenditure. The principal impacts have been on staff
resources and financial risks.

Staff resources

Cuts made to balance the budget have principally impacted on staff numbers as posts were left vacant
and redundancies implemented. This has been a catalyst for change in some area; new ways have been
found to deliver services in partnership with other public bodies, volunteers and community groups.
Services have been bought in from external contractors. However, gaps are opening up in the capability
of the Authority to fulfil the broad and ambitious scope of its statutory functions and objectives. The
Park has a full-time equivalent staff of just over 100, often specialists in their field, and many services are
run by one or two individuals. Areas impacted by staff reductions and extended vacancies to date
include:

¢ Information to visitors (publications and websites) cannot be updated as frequently (loss of
information/interpretation capacity — graphic designer/information officer)

e Essential environmental management and public access maintenance reduced (reduction in
National Park wardens)

e Built asset and land resource management expertise (loss of in-house surveyor.

e Reduction in experienced planning officers
Removal of transport provision for park visitors.
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Loss of core staff capacity in the current year and next potentially reduces the Authority’s ability both
to deliver on its statutory purposes and duty and to respond effectively to grant funding opportunities
such as the EU Interreg programme and the WG Nature Fund and to plan for sustainable delivery of its
purposes in the medium term.

Financial Risk

As all areas of budgets are curtailed, the ability of the Authority to respond to contingencies has been
substantially reduced. The Authority’s General Reserve is estimated to be less than £440,000 by the
end of 2014/15. Unforeseen but essential costs, such as a recent protracted prosecution case, or the
need to fund substantial termination costs can dramatically eat into this reserve, leaving the Authority at
risk of insolvency. Financial planning within very tight margins would be easier in the absence of
uncertainty surrounding WG-controlled funding, such as future budget settlements and one-off grants
like the Nature Fund, the in-year revenue funding cut, and retrospective cost increases by the Wales
Audit Office.

2. Looking at the indicative budget allocations for 2015-16, do you have any concerns from a strategic,
overarching perspective, or about any specific areas?

The Authority’s ability to contribute to sustainable and cost-effective delivery of key WG
objectives

The Authority has a proven track record of supporting WG policy objectives in key areas such as
sustainable development, social inclusion, education and outdoor learning opportunities, training and
jobs for young people, healthy living and access to the outdoors and promoting vibrant rural
communities. The benefits of much of this work in promoting well-being and strengthening the local
economy as well as attracting income into the Park area supports the work of other public bodies in
health, education and economic development. Funding has successfully been obtained from a wide range
of sources to supplement core funding in delivering these outcomes.

However, as baseline funding continues to drop, the Authority must devote an increasing share of
expenditure to core statutory functions and compliance with other statutory requirements, often
designed for much larger bodies. These core and highly regulated areas include:-

development control and enforcement

e strategic planning,
statutory provisions re the democratic representation and governance of the Authority arising
from the Environment (Wales) Act

e compliance with statutory requirements in relation to the Accounts and Audit legislation (in
England, National Park Authorities are now classed as ‘smaller authorities and subject to lighter

PR Awdurdod Parc Cenedlaethol Bannau Brycheiniog Brecon Beacons National Park Authority
ff\‘/\‘(a’”«\“ d %J“Aj Plas y Ffynnon, Ffordd Cambrian, Aberhonddu, Powys, LD3 7HP  Plas y Ffynnon, Cambrian Way, Brecon, Powys, LD3 *
T RN Fpan (01874) 624437 Ffacs: (01874) 622574 Telephone: (01874) 624437 Fax: (01874) 622574
;EUIEOPARC E-bost: ymholiadau@bannaubrycheiniog.org E-mail: enquiries@breconbeacons.org

Safle ar y we: www.bannaubrycheiniog.org Website: www.breconbeacons.org

EUROPEAN CMARTER

:ﬁﬁfe"csr'él"ﬁii i Mae'r Awdurdod yn croesawu gohebyaethl}%%eglaggsngs The Authonty welcomes correspondence in Welsh or English



%

BRECON BEACONS
NATIONAL PARK

Ue i enaid gael llonydd

One of Britain's breathing spaces
touch audit requirements). In Wales, the National Park Authorities are treated as Local
Authorities for Accounts and Audit purposes.
Data Protection
Freedom of Information
Welsh Language
Equality

The Authority would benefit from a review of the regulatory framework in which it operates to ensure

that the burden of compliance and reporting is commensurate with its net expenditure, projected to be
below £4m in 2015/16.

3. What expectations do you have of the 2015-16 draft budget proposals? How financially prepared is your
organisation for the 2015-16 financial year, and how robust is your ability to plan for future years?

The Authority produces a three-year budget annually which seeks to aliocate resources to its priorities
as established by Welsh Government, statute, the National Park Management Plan and Business
Improvement Plan. Strategic decisions which make efficient use of resources in the medium term are
not always possible because funding can only be predicted for a single year ahead and unallocated
reserves are at a minimal level.

The Authority has been increasingly successful in obtaining other sources of funding for significant
projects such as EU and HLF and continues to pursue funding actively but issues arise around the
requirement to match-fund grant income and the lengthy claim period for EU grants. Some match
funding for EU projects has been available from the WG but this is not receivable until up to 12 months
after the expenditure has taken place.

Until the uncertainties surrounding the planning function and governance arrangements for the Welsh
National Park Authorities are resolved, proposals for joint working with other bodies, restructuring and
cuts to services cannot be properly evaluated or confidently pursued.

The Authority has been impacted by factors outside its control in a number of areas during the current
year, principally:-

The protracted enforcement prosecution action
The in-year budget cut

Retrospective increases in Wales Audit Office fees
The review of Remuneration of elected Members

The additional resources required to address these issues among others have helped to create a budget
shortfall in 2014/15 which will need to be addressed on top of any budget reductions for 2015/16. The
Authority had yet to balance its projected budget for 2015/16 before these further pressures, so difficult
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decisions will need to be made to produce a sustainable balanced budget for 2015-2018. There can be
little confidence in the financial assumptions and projections being made for 2016-2018 however, until
more concrete information on future core funding and the post-Williams governance framework is
available.

Yours sincerely

t//éxw Cocke

John Cook
Chief Executive
Brecon Beacons National Park Authority
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A call for information: Welsh Government
draft budget proposals for 2015-16

Sustrans submission to Welsh Assembly Finance
Committee consultation
September 2014

Introduction

We welcome this opportunity to comment on the indicative budget proposals of the Welsh
Government for 2015-16. Sustrans is a leading UK charity enabling people to travel by foot, bike
or public transport for more of the journeys we make every day. We work with families,
communities, policy-makers and partner organisations so that people are able to choose healthier,
cleaner and cheaper journeys, with better places and spaces to move through and live in.

In particular, we are keen to explore the issues of supporting legislation (notably the Active Travel
(Wales) Act); preventative spending; and our own readiness for 2015-16 to be able to actively
support the Welsh Government’s aims and outcomes. We will also touch on how the 2014-15
Budget has impacted on public transport, cycling and walking.

Impact of 2014-15 Budget and budgetary plans for 2015-16

When the fourth Welsh Government was formed after the 2011 elections, it produced an ambitious
Programme for Government, providing a clear framework for dealing with many of the stark
economic, social and environmental challenges facing Wales today.

Full implementation of the Government’s promises, in relation to transport planning and other
interlinked education and health policies, contained within the Programme for Government 2011-
2016, had the potential to revolutionise Welsh life and rival the systems of the Netherlands and
Denmark where sustainable transport plays a key part in economic, social and environmental
policy and practice.

In particular, the Programme for Government stated:

“Prioritise the objectives of the National Transport Plan to ensure that existing transport
funding is used effectively, the level of resources enhanced and that future investment
decisions are made against these overarching strategic priorities”

It is against this statement that Sustrans Cymru looks to analyse the impact of the budget and
future spending plans. However, it is also worth noting that in transport in particular there is
significant structural change taking place, following the ending of funding for the Regional
Transport Consortia and the ongoing development of the City Regions centred on the Cardiff and
Swansea areas.

The 2014/15 budget saw:

e a47.2% increase in the capital budget for Motorway and Trunk Road Network Operations

1 Finance Committee; Welsh Government Draft Budget 2015-16 September
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e areal terms cut in capital road safety budgets
e an almost 8% real terms cut in revenue for Sustainable Travel projects.

Notably, the draft proposals for 2015/16 continue along these lines, with plans to increase the
motorway and trunk road budgets while sustainable travel budgets come under increasing
pressure. Additionally, the Welsh Government has now committed itself to funding an M4 Relief
Road, at an estimated cost of £1billion; the impact of this decision on the budget is as yet
unknown.

In contrast to the increasing capital spend on road schemes, there is a complete contrast for the
bus network, where changes in the Bus Service Operator Grant has seen further routes cut,
resulting in a legal challenge to the Welsh Government from operators in relation to re-
imbursements for concessionary fares.

As the Sustrans 2011 study into transport poverty in Wales' highlighted, bus travel is a particularly
important mode of transport for young people, those on low incomes, those seeking work and
older people — and the impact of these reductions in bus services is likely to be felt hardest by
these groups.

While the Welsh Government is to be commended for stepping in to save some key routes (for
example in Ceredigion) and providing greater investment into services such as Bwcabus and
TrawsCymru, overall Sustrans believes that current funding plans are likely to make bus travel less
viable for many people across Wales, with a further cut to the Revenue Budget for Sustainable
Travel proposed for 2015/16.

The Welsh Government does recognise this issue; the Equalities Impact Assessment (EIA) of the
2014-15 budget prominently features transport and access to employment, education and other
services.

Sustrans particularly welcomed the EIA’s acknowledgement of low levels of car ownership in many
parts of Wales and therefore the resultant need to deliver a reliable and affordable transport
system that provides equality of opportunity.

However, the impact of budget decisions means at best only slow progress is being made towards
a transport system that will deliver these aims.

In addition to the recently announced M4 Relief Road, Transport Minister, Edwina Hart, also
indicates support for the South Wales Metro, a package of measures to improve and enhance
public transport in and around the Cardiff Capital Region. Given the size of the Welsh budget,
there are legitimate questions about how both schemes can be funded; currently there is no
transparency on this.

The Sustrans Cymru Access Denied report?, examines how many of the communities in Wales
most impacted by transport poverty are in south Wales and the Valleys. In some authorities, over
30% of households don’t have access to a car. Improvements to public transport would open up
increased opportunities in education and employment, which are currently limited by lack of
transport options. If the M4 Relief Road does go ahead (as is the Government’s intention), future
budgets need further clarity as to how funding will be made available for the South Wales Metro,
and how other areas of Wales will be impacted by funding these two major schemes.

How robust is our ability to plan for future years

Welsh Government transport budget streams related to our work - Safe Routes in Communities
and Local Transport Fund - run on an annual funding cycle. This limits local authorities and
Sustrans ability to plan for the future; and can limit the effectiveness of projects and also restricts
which capital projects can be taken forward.
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For example, the new Local Transport Fund (which succeeded the regionally administered
transport grants via the Transport Consortia) is an annual budget, and relies on all schemes being
completed within the financial year. However, many schemes (even cycle routes of a short
distance) require pre-works, land negotiations, and community consultation, which make them
difficult to take from concept to completion in a year. Larger, more complex projects pose an even
greater difficulty with the annual funding cycle significantly limiting those schemes that can be
taken forward. In our opinion the requirements of the new Active Travel Act will necessitate a
longer term funding approach in order to deliver well planned networks and bring about change.

Annual funding cycles also pose Sustrans a challenge in delivering our smarter choices
programmes. Although programmes like our schools work are set up on a three year basis,
recently they are only renewed annually within the three years. This poses significant operational
challenges and potentially limits the outcomes of the work as projects take time to become
embedded to be fully effective, this is more difficult to achieve if we are not aware, often until
February or March, whether the project will continue from April. In other situations, significant
budget alterations have been experienced during the contract term, significantly altering the
original scope of the project. Annual funding uncertainty also effects staff morale and retention,
with corresponding breaks in continuity of project delivery if people leave.

A package of Welsh Government funded sustainable travel promotion projects come to an end
during the 2014-15 financial year and there is no clarity over their continuation. Schemes such as
Personalised Travel Planning (which has been run in Cardiff, Pontypridd, Caerphilly and Mon a
Menai) have shown successful results® in reducing single occupancy car journeys while increasing
levels of public transport use, cycling and walking, meeting Programme for Government ambitions.
The proposed cuts to the sustainable travel revenue budgets leave programmes like this facing an
uncertain future, despite their low-cost and effectiveness.

Other projects currently funded but with no indication of whether this will continue in the 2015-16
budget include support for schools and workplaces to promote and encourage sustainable
transport.

It would be useful to have greater transparency about future funding programmes (particularly
sustainable transport revenue projects) as without this it is difficult for Sustrans to plan our
resources and capacity for making grant applications and subsequent project delivery. Gaps
between programmes also mean that skilled and experienced staff are lost to the organisation —
being a charity we do not have funds to retain staff to bridge these gaps.

In summary, annual funding cycles provide challenges both to operational functionality, staff
retention, project planning and achieving outcomes.

Supporting legislation

In October 2013, the Welsh Government passed world first legislation in the Active Travel (Wales)
Act; placing a legal duty on local authorities in Wales to plan and deliver a comprehensive network
of routes for cycling and walking — providing the safe space necessary to encourage people to
leave the car behind for everyday journeys; while providing an improved transport network for
those without access to a private car.

Duties relating to the Act have — at the date of this submission — not yet been commenced.
However, through the 2014-15 Local Transport Fund £300,000 of preliminary funding has been
made available towards helping local authorities produce their Existing Route Maps as required by
the Act.

Currently the Welsh Government spends around £10million a year on schemes which largely
feature infrastructure changes benefitting conditions for walking and cycling. This equates to £3.30
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per head of population — and this has remained consistent with the new Local Transport Fund
replacing the previous regional funding arrangements that were delivered through the Regional
Transport Consortia. Countries that see high levels of active travel such as the Netherlands and
Denmark have spent between £15 and £20 per head per annum, over the course of a generation.
This is a mixture of capital funding and revenue funding, from both national and local government.
The Get Britain Cycling report from the All Party Parliamentary Group on Cycling at Westminster*
recommended in 2013 that funding is increased to £10 per head of population and this should
continue to increase towards £20 per head of population over 10 years. In Wales the £10 per
head of population would equate to approx. £30million a year, a threefold increase on current
funding levels. The ambitions of the Active Travel Act are challenging and therefore need
significant and sustained investment. Successful implementation will bring long term financial
rewards, as we outline below under the preventative spending heading.

The draft budget proposals for 2015-16 do not show a shift towards reprioritising capital transport
spending towards sustainable and active travel. Sustrans view is that the new legislation will
improve arrangements by virtue of the processes in network planning that Local Authorities are
required to undertake, however, to reach its full potential a shift in funding priorities to support
walking and cycling is crucial. The cost of not investing in a cycling nation will be most starkly
borne out in health spending, where tackling obesity costs the Welsh NHS £73million a year® and
diseases linked to physical inactivity cost even more. Diabetes UK Cymru estimates type 2
diabetes will cost the Welsh NHS £1billion a year by 2025.°

A mix of capital and revenue funding will be needed to fully support the legislation, with the ‘duty
to promote’ a crucial part of maximising the potential of the legislation. The proposed cuts in
revenue funding for Sustainable Travel are, therefore, a concern for funding these schemes going
forward. It is difficult to see how the overarching aim of the Government, to create a cycling nation
where Wales has “some of the best cycling infrastructure in Europe” can be realised without a
significant increase in funding levels.

Approach to preventative spending

The National Health Service in Wales spends over £1million a week on tackling obesity and health
issues caused be obesity, and an even greater sum tackling preventable diseases caused by
physical inactivity and sedentary lifestyles, for example Type 2 Diabetes. If delivered to its full
potential over the next 20 years, we believe that the Active Travel Act could save the Welsh NHS
half a billion pounds.’

In our response to the Welsh Government’s consultation on the Public Health White Paper, we
highlighted the health benefits of spending on active travel.® There is significant potential for
change due to the number of shorter journeys made on a regular basis by people in Wales and the
fact that currently only 34% of urban journeys 5 miles or under are made on foot or by bike®; and
tackling our sedentary and physically inactive lifestyles will have significant health benefits.

However, currently the budget for active travel comes almost exclusively through the Economy,
Science and Transport portfolio within Welsh Government, with very little through Health despite
the clear health benefits.

The 2015-16 draft Budget sees a proposed freeze for Public Health and Prevention (a real terms
cut). In England, public health spending (which has now been devolved to local authority level) has
been used to fund initiatives designed to increase walking and cycling, for example a move to
20mph speed limits in Liverpool.™

We support the current Health Minister, Mark Drakeford, in his approach to prudent healthcare and
recognise that there are spending pressures on the NHS. However, increased support for public
health and prevention through the NHS will be necessary to ensure we are able to save significant
money further down the line. This includes pooling funding across departments to support the
ambitions and the delivery of the Active Travel (Wales) Act.
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' Access Denied: Transport Poverty in Wales, Sustrans Cymru 2011

http://www.sustrans.org.uk/sites/default/files/images/files/Access%20Denied eng.pdf
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Call for Information: Welsh Government Indicative Budget 2015/16

Community Housing Cymru Response

About Us

The Community Housing Cymru Group (CHC Group) is the representative body for
housing associations and community mutuals in Wales, which are all not-for profit
organisations. Our members provide over 155,000 homes and related housing services
across Wales. In 2012/13, our members directly employed 8,000 people and spent over
£1bn in the Welsh economy. Our members work closely with local government, third sector
organisations and the Welsh Government to provide a range of services in communities
across Wales.

Our objectives are to:

« Be the leading voice of the social housing sector.

« Promote the social housing sector in Wales.

« Promote the relief of financial hardship through the sector's provision of low cost
social housing.

« Provide services, education, training, information, advice and support to members.

o Encourage and facilitate the provision, construction, improvement and
management of low cost social housing by housing associations in Wales.

Our vision is to be:

« A dynamic, action-based advocate for the not-for-profit housing sector.

e A ‘member centred’ support provider, adding value to our members’ activities by
delivering the services and advice that they need in order to provide social housing,
regeneration and care services.

o A knowledge-based social enterprise.

In 2010, CHC formed a group structure with Care & Repair Cymru and the Centre for

Regeneration Excellence Wales (CREW) in order to jointly champion not-for-profit housing,
care and regeneration.
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2. General comments

Community Housing Cymru (CHC) welcomes the opportunity to provide information to the
National Assembly for Wales’s Finance Committee in informing the deliberation of the Welsh
Government’s draft budget 2015/16. As the representative body for housing associations in
Wales, we are keen to ensure that Welsh Government’s budget allocation continues to
support the invaluable work social housing sector undertakes directly in providing and
managing homes but also the broader contributions to job creation and supporting the Welsh
economy. CHC have the following general comments to contribute in response to this call for
information:

The housing associations sector in Wales has a leading role to play in the provision,
management and development of affordable housing, but more than this they are in a unique
position to support employment, regeneration activities and tackling poverty. This has meant
that our members are involved in a variety of budget areas including health, care,
regeneration and energy.

Whilst we understand the pressure public sector budgets are under, we are disappointed to
see a reduction in SHG indicated in the budget. Potential capital cuts in this area have
proven to be unpopular in previous years and have been protected with good reason. SHG
underpins the sector’s ability to be so successful in delivery, not only in terms of meeting the
demand for affordable homes, but in revitalising Welsh economies. The Housing Pact,
launched in May 2014, demonstrates the appetite in the sector to deliver more and work
towards ambitious targets (increasing the target of homes from 7,500 to 10,000), working in
partnership with Welsh Government and in particular the Housing and Regeneration Minister.
Moreover at a time where the private sector withdrew from developing homes in all but some
pockets of Wales, the RSL sector has been willing to fill the gap and seek to increase
delivery. Continuing the provision of affordable homes in areas of demand is key and capital
investment through SHG is crucial to the sector.

We welcome further opportunities to innovate in partnership with Welsh Government, in line
with what has been achieved this year through the Welsh Housing Bond. We view this type
of innovation as something which will continue to define and complement our relationship
with Welsh Government and Ministers.

3. Economic Impact
Through continued support, the sector has been, and will continue to be a substantial

employer in Wales, employing 8000 people directly and supporting 20,000 jobs in the Welsh
economy. The sector has the ability to offer employment in a wide range of disciplines in line
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with its activity in terms of development, regeneration and care and support activity.
Moreover the sector spends around £1Billion annually, 80% of which is retained and spent in
the Welsh economy housing 150,000 people. This substantial impact would not be possible
without continued investment from Welsh Government. Cuts across these areas will greatly
harm the ability of housing associations to continue to employ, train and up-skill at the rate it
is currently able to do in the most deprived communities of Wales. The consequences of
which will be felt in areas such as advice services, homelessness and the welfare system.

. Supporting People Programme

Supporting People Programme has and will continue to play a vital role in providing person
centred support, at an early stage, to prevent the need for individuals to require more
serious, longer term interventions from health and social services. As the largest recipient of
Supporting People funding, housing associations will continue to be at the centre of this
work, and suffer the most when this funding is cut.

The cut indicated in the indicative budget would have a substantial impact on the ability of
stakeholders involved in the programme to continue to deliver in line with demand. At a time
when managing demand is absolutely vital, cutting a fund that endeavours to promote
independence, increase employment, provide education and additional learning opportunities
and promote community involvement seems counter-productive.

The added value provided through the programme can be found in employment, both in
terms of sector staff and the initiatives to support people into employment, further education
and gaining new skills. In addition through healthy eating projects, environmental work and
exercise groups the public health agenda is strongly supported through the programme. The
value of this work should not be underestimated against the bigger picture of pressure on the
NHS, inflated waiting list and a need to manage chronic illnesses more effectively outside a
hospital setting.

Last year we welcomed the £5.5 million package to reduce the cut to the Supporting People
Programme. We are conscious that the reduction in the indicative budget for 2015/16 has
been modelled on the 2014/15 budget. Through our continuing involvement with the
programme we are concerned that consideration is being given to greater cuts that currently
reflected in the indicative budgets. If this does come to be realised we feel that that the
issues we have highlighted above in relation to the implications of cutting the programme
would only be magnified further. We hope that a common sense approach is taken to
considering how to protect the provision offered through the programme to the best of the
ability of Welsh Government budgets at this time.
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5. Intermediate Care Fund

The ICF has successfully promoted the advancement of collaborative projects between local
authorities, housing associations, health boards, Care & Repair agencies and social services
across various parts of Wales. Whilst it was made clear that projects that gained funding
would need to become sustainable we do have some concern that this will definitely be the
case. We feel that with no indicative budget to support the development of these projects
further in 2015/16 some will fail to gain the required momentum towards becoming
sustainable in over the long term.

6. Support for the Not for Profit Care Sector

An area which is of increasing relevance to many of our members is how to ensure that they
can effectively sustain the high quality not for profit care they currently deliver through a wide
range of services including; residential care, dementia care and homecare provision.

Of those who provide such services, albeit with a role in scheme management, care staff
provision, or both — this element of their business is more often than not, subsidised through
other income streams. It is key to consider this type of provision for two reasons — firstly the
increase demand there is likely to be for housing associations to provide this type of service
will increase in line with demographic projection Secondly, any decrease in funding will
reduce the amount of preventative work done by the sector and will directly increase costs to
health and social services budgets.

7. Conclusion

We hope that the above commentary around how the current drafting of the budget would
have an impact on housing associations, tenants, communities and more broadly other
public services in Wales is useful to the Committee in their scrutiny and discussions.

We further hope that we have put forward convincing arguments stating why cutting money
to the social housing sector to prop up provision of health and social services can have a
negative impact on their budgets and on the lives of individuals.

As a sector we will continue to consider how to deliver beyond the means that funding
through the Welsh Government provides — recognising that “doing more” often requires
innovation and a realistic understanding of pressure on Welsh Government budgets. We
cannot stress enough however, that in order to continue to deliver, increase innovation and
reach out across the public sector offering resources and opportunities to improve outcomes
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for individuals that decreases in areas such as supporting people, housing and regeneration
will only stifle and prohibit the growth and sustainability of the most deprived communities
and economies in Wales.

Community Housing Cymru, September 2014.
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National Assembly for Wales Finance Committee

Purpose: The Welsh NHS Confederation’s response to the call for information into Welsh Government draft
budget proposals for 2015-16.
Contact: Helen Birtwhistle, Director, Welsh NHS Confederation

Helen.birtwhistle@welshconfed.org

Nesta Lloyd — Jones, Policy and Public Affairs Officer, Welsh NHS Confederation
Nesta.lloyd-jones@welshconfed.org Tel: 02920 349857

Date created:

10 September 2014

Introduction

1.

The Welsh NHS Confederation, on behalf of its members, welcomes the opportunity to respond
to the Finance Committee’s call for information into the Welsh Government’s draft budget
proposals for 2015-16.

By representing the seven Health Boards and three NHS Trusts in Wales, the Welsh NHS
Confederation brings together the full range of organisations that make up the modern NHS in
Wales. Our aim is to reflect the different perspectives as well as the common views of the
organisations we represent.

The Welsh NHS Confederation supports our members to improve health and well-being by
working with them to deliver high standards of care for patients and best value for taxpayers’
money. We act as a driving force for positive change through strong representation and our
policy, influencing and engagement work. Members’ involvement underpins all our various
activities and we are pleased to have all Local Health Boards and NHS Trusts in Wales as our
members.

The Welsh NHS Confederation and its members are committed to working with the Welsh
Government and its partners to ensure there is a strong NHS which delivers high quality services
to the people of Wales.

The seven Health Boards and three NHS Trusts in Wales are already working hard to make sure
that high quality, safe and cost-effective healthcare services are available to everyone, based on
their clinical need.

With money extremely tight and demand rising, finance and funding can never be far from NHS
leaders’” minds. The NHS in Wales, along with other public services, continues to work in an
extremely challenging financial climate and it must prioritise and change. Radical transformation
of healthcare, and related services, is now the only way in which NHS Wales can hope to be on a
sustainable footing for the longer-term. This ‘transformation’ is not only about reshaping
healthcare and doing things very differently, it also involves recalibrating our relationship as
patients, and the public, with the NHS.

Submission by the Welsh NHS Confederation to
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Change is inevitable. On behalf of our members, the Welsh NHS Confederation feels very
strongly that this change needs to be planned, resourced and supported, rather than allowed to
happen on an ad hoc basis.

Summary

The NHS in Wales has a clear objective to offer high quality healthcare services to the people of
Wales within the resources available. It also acknowledges that there are areas where it could,
and should, do better.

The NHS in Wales, along with other public services, continues to work in an extremely
challenging financial climate. It is important to acknowledge the enormous achievements made
by Health Boards and Trusts to make significant efficiency savings within the Welsh NHS. Health
Boards have reduced costs by nearly £1bn from 2010/11 -2013/14, an average efficiency saving
of 4.5% per year. While the efficiency savings are significant, the Welsh NHS Confederation has
repeatedly said that there is a limit to the contribution that such savings can make. We know
from the Wales Audit Office' report in July 2013 that even with efficiency savings there is still a
funding gap of some £212 million as of April 2013 and the Nuffield" report, published in June this
year, estimates that growing pressures on the NHS in Wales mean it could face a funding gap of
£2.5 billion by 2025/26.

The demand on the health service is growing and the rising cost of providing the service means
that the NHS faces a significant funding gap at the same time as an understandable expectation
of improving the quality and safety of services. This means that the NHS will not be able to
continue to do all that it does now, and certainly not in the same way. Alongside debate over the
amount of money the NHS has at its disposal, we have been trying to shift the debate to how
that money is spent if we are to sustain the NHS in the future, including implementing the
principles of ‘prudent healthcare’." The NHS must be able to prioritise, and change must take
place right across Wales to ensure efficient, safe and sustainable services are provided within
the resources allocated by Welsh Government.

Given the scale of the demands placed on the service — increasing numbers of older people who
often have more than one illness or condition, new expensive drugs and technological advances
— service change is an immediate priority and challenge for NHS Wales. This will inevitably mean
that difficult choices have to be made on what services are provided where and when.
Prioritising services and spending means that the people of Wales, NHS staff, partners and
politicians must be prepared to accept and support new and different ways of delivering
services, while taking more responsibility for how they use those services.

Service change is a complex and sometimes difficult process. Health services need to work in an
integrated and co-ordinated way with other public services to ensure joined-up care is provided
to people who require a combination of health, housing and social care services.

The Committee’s terms of reference

9.

We note the specific questions the Committee has raised in respect of this consultation into the
draft budget. While we are not responding to the specific questions posed we thought it would
be helpful to give an overview, from the NHS perspective, of the budget challenges. We do
welcome the commitment made by the Minister for Health and Social Services to work with the
Minister for Finance to explore how further support for new models of care can be achieved to
reflect the conclusions drawn by the recent Nuffield report.
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Efficiencies made and funding

10. These are difficult and testing times and the seven Health Boards and three NHS Trusts in Wales
will continue to drive down costs to meet the reality of an austerity budget. In the last three
years there has largely been a flat cash settlement for the health service in Wales. As highlighted
within the Nuffield report” funding for the NHS in Wales fell by an average of 2.5% a year in real
terms between 2010/11 and 2012/13, while the demands on the service have been increasing in
the ways outlined above.

11. Following an increase in 2013/14, funding is likely to continue to fall until 2015/16, when the
total budget for the Welsh NHS is projected to be 3.6% lower in real terms than it was in
2010/11. The Welsh Audit Office report ‘Health Finances 2012-13 and beyond’’ recognises that
this presents a massive challenge for the NHS. The Nuffield report estimates that growing
pressures on the NHS in Wales mean it could face an unprecedented funding gap of £2.5 billion
by 2025/26 - worth over two-fifths of the current annual budget.

12. We welcome that the success in achieving these cost reductions has been acknowledged by the
Minister for Health and Social Services in his statement" on the publication of the Nuffield Trust
report and the acknowledgement that the NHS in Wales has successfully avoided cost increases
through a combination of productivity, demand management, pay restraint and procurement /
pricing strategies. However, we are frustrated that the success in delivering such savings is not
more widely recognised. While the efficiency savings made by the NHS are significant, the
annual achievement has been gradually diminishing year on year, a reflection that ‘doing more
of the same’ will not deliver the level of cost reductions required to contend with the anticipated
increased demands and costs of running NHS services going forward.

13. While the NHS continues to work in an extremely challenging financial climate, the National
Health Service (Wales) Finance Act does enable Health Boards and Trusts to have a greater focus
on medium-term planning. The increased flexibility afforded in the Act allows plans to be
developed at Health Board and Trust level so investment can be made in one year to support
service change and a reduction in costs in future years. As the Nuffield report highlighted, the
NHS must transform the way it provides care to meet demand and financial pressures and
ensure its resources are used effectively and efficiently. Improving Health Board and NHS Trust
planning arrangements is part of this process.

Growing pressures on the health service
14. Against the backdrop of significant financial pressures highlighted above there have been
relentless advances in medical technology, increased patient and clinical expectations, long-term
demographic trends, lifestyle-related conditions and the challenges of providing services across
all parts of Wales. In practical terms this has meant that the NHS in Wales has had to contend
with increasing costs arising from, but not limited to:
a) The workforce, in respect of capacity to deal with increased demands and the increased cost
of the workforce through increments and pension contributions;
b) Non pay cost increases, also through increasing demands, price increases and the increasing
demands for high cost drugs;

¢) Increased volumes of packages of care for patients in the community meeting the continuing
NHS healthcare and funded nursing care criteria as a result of our growing elderly
population;
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d) Increased demand for prescribed drugs within the primary care setting.

These have all had an impact on healthcare resources. The growing demand for health services
and the rising cost of providing them mean that the NHS faces a significant funding gap, at the
same time as improving the quality and safety of services.

The challenge for the NHS is that, in successive years of dealing with financial challenges, the
traditional methods of finding savings are unlikely to serve us well in the future. If the NHS
continues to do the same things in the same way but with less money it will fail. We must
recognise that, year-on-year, the NHS in Wales has to develop more sustainable and
sophisticated plans that have got to be delivered within its responsibility to provide high quality
care to patients. Ensuring that efficient and safe services are provided within the resources
allocated by Welsh Government requires each NHS body, and NHS Wales as a whole, to
prioritise spending. This will inevitably mean that difficult choices have to be made on what
services are provided, where and when these services are provided and that a ‘prudent
healthcare’ approach is considered and implemented. In order to achieve such transformation
not only generalised but specific support will be needed from NHS staff, the public and
politicians. Clearly politicians have an important role to play in creating an environment in which
such change is possible and achievable.

In order to address the continued austerity in NHS Wales and the challenge it brings, our
overriding approach now must be for the NHS in Wales to adopt and implement universally a
‘prudent healthcare’ approach. This approach should become the norm in how the NHS tackles
the dual aims of improving quality and reducing cost.

Patient outcomes

17.

18.

19.

There are numerous examples within Europe, and the rest of the world, which demonstrate that
focusing on improving outcomes for patients rather than focusing on purely inputs will improve
the quality of care delivered, and improve patient experience. This approach will also reduce the
cost of delivering care. There are several examples of good practice happening across NHS
Wales. We would welcome the opportunity to do further work with Welsh Government to
reconsider the performance framework for NHS Wales. This would enable performance to be
measured and monitored in a way that will promote improvements in clinical quality and
outcomes with this combined ambition in mind.

The senior leaders in NHS Wales are engaging with clinical leaders to reconsider longstanding
delivery models and to adopt a more prudent approach, without compromising the delivery of
outcomes. This will require a combined and shared leadership across professions, particularly for
finance and clinical leaders, and aligned Welsh Government policies to support its
implementation.

For these strategies to be successful, it requires a collective ambition and an acceptance that
change in the way we deliver services will be inevitable. This could mean that following the
conclusion of reviews within Health Boards and Trusts, services deemed to be fragile,
unsustainable or unsafe will need to be removed and replaced by services that focus on
improved outcomes for patients. This approach will inevitably take time to embed and we
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welcome the Integrated Medium Term Plan as the means to express how we will forward plan
for the changes required.

20. For any change to be successful the Welsh Government, the National Assembly and the public
must acknowledge that the priorities for health services in Wales will need to be re-assessed and
delivery targets set accordingly. The current financial position of the NHS means it is very
difficult to transform services at the same time as handling ongoing enormous pressures on
existing services, financing and resources.

Service redesign

21. Part of the responsibility of the NHS in Wales, especially in these economically straitened times,
is to be open about the difficult choices we face. Given the scale of the demands placed on the
NHS, change is an immediate priority and challenge.

22. Of course the NHS can make the current model more cost-effective through efficiency by ‘doing
things right’, reducing the costs of delivering services and workforce redesign. However, there
are only so many costs that can be taken out of the existing models. In parallel, the NHS needs to
channel resources into new care pathways and more cost-effective models of care, which can
generate efficiency savings from ‘doing the right thing’ in the first place. Moving resources into
new models of care won’t be easy and evidence suggests it takes time for us to see the benefits.
In addition, service change must be driven by quality and safety, with a real focus on the
individual.

23. The Welsh Government and NHS bodies have limited flexibility to shift significant investment
away from traditional treatment services when the current demands on the health service are so
great. This will inevitably mean that difficult choices have to be made on what services are
provided where and when. Prioritising services and spending means that the people of Wales,
NHS staff, partners and politicians must be prepared to accept and support new and different
ways of delivering services, while taking more responsibility for how they use those services.

Capital Funding
24. The shortage of capital funding is a very particular barrier to service change. In order to

consolidate services and make them more efficient to release revenue there will need to be a
significant investment in buildings, equipment and information and communication technology
both in the secondary care sector but also in primary and intermediate care. The reduction in
the availability of capital means that service change will be slower but importantly the NHS will
need support to find alternative ways of investing in capital assets. We need to prioritise against
strategic goals and benefits to ensure that what capital we have is used most effectively to
enable service change and ensure that our aging infrastructure is safe.

Engaging with the public

25. We believe that the people of Wales understand that the current economic climate affects not
only the size of the budget for public services but also how it is used. We know that the NHS in
Wales must do more to involve the public and patients, staff and partner services in explaining
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and working through the choices that need to be made. In the Welsh NHS Confederation’s
recent discussion document ‘From Rhetoric to Reality - NHS Wales in 10 years’ time’" we
referred to the need to find a way of informing and building a new understanding of how the
NHS should be used, embodied by an agreement with the public that would represent a shared
understanding. In ‘From Rhetoric to Reality’ we highlighted the importance of working with the

public to co-produce services and reduce demand, therefore releasing capacity in the system.

Health Boards and Trusts are committed to improving arrangements for involving all these

groups, explaining priorities and continuing the development of a modern, safe, quality, value-

for-money health service. There are positive examples from NHS Wales of engaging with the

public for the re-design of local services and to make savings, including:

a. Through the local development of services that allow patient activity to be brought back to a
local area;

b. By developing new service responses to growing demand;

c. By creating patient-focused alternatives;

d. By shifting services and resources more appropriately to the community; and

e. Simply by continuing to focus on more patient activity and efficiency.
Integration

27.

28.

29.

Integration across the whole public sector is important. The conversations need to be more than
just arguments about who wins and who loses in financial terms. Budget cuts can create
tensions between those in the public sector but good relationships are vital if we are to
transform services. Local relationships need to be looking at the other side of the financial coin -
at quality, outcomes and on reducing the demand for care more generally.

As ‘From Rhetoric to Reality — NHS Wales in 10 years’ time’ highlighted, engagement with all our
public service colleagues is necessary to take us all from an ill health service that puts
unnecessary pressure on hospital services, to one that promotes healthy lives. “Health and
healthcare must be premised on how we best support people to maintain their health, with the
aim of eliminating or reducing their potential to require NHS services, and we must work in an
integrated way with all sectors across Wales”."" In serving the public the NHS must consider its
own success with regard not only to treating healthcare needs, but more importantly in relation

to the ability of other sectors to impact on the quality of life for individuals.

All public bodies in Wales must, therefore, build on how we might improve our ability to work
together and support our partners and colleagues in other sectors. We were pleased to see the
announcement in the previous budget of funding for the new Intermediate Care Fund,
specifically to progress the objectives for more joined-up care for people who need a
combination of health, housing and social services.

Preventative spending

30.

Services provided by the NHS in Wales cover both prevention and treatment-based services.
Evidence has long been put forward that the amount that the NHS spends on preventative
services is too little and that there are significant health and economic gains from shifting the
emphasis of the NHS from a treatment to a preventative service. The challenge is that the Welsh
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Government and NHS bodies have limited flexibility to shift significant investment away from
traditional treatment services when the current demands on the health service are so great.

31. As a result, investment in new preventative initiatives tends to be linked with specific policy
initiatives funded (usually) by top sliced allocations taken from the NHS budget. There is a
challenge both for Welsh Government and NHS bodies to demonstrate that this approach is
effective and to ensure that plans produced by the NHS are tested in terms of the investment in
preventative services and the expected outcomes and timelines.

Conclusion
32. The Welsh NHS Confederation does not underestimate the massive challenge of public service
budget setting in a time of austerity.

33. The Welsh NHS Confederation, and our members, remain committed to doing the very best we
can to continue to provide an NHS, in partnership with other public services, which supports the
people who need it most, and helps the population generally live healthier lives.

34. But we can only do what we can afford to do. All parts of the NHS in Wales have been making
changes to the way services are organised. While healthcare changes and evolves all the time —
mostly without comment or fanfare — some changes have proved very unpopular.

35. The fact is that, with funding very tight, the NHS has to make difficult decisions about the future
shape of healthcare services and about priorities. To do this effectively, the input and support of
the public, politicians and staff is vital.

"Wales Audit Office, July 2013, ‘Health Finances 2012-13 and beyond’.

" Nuffield Report, Adam Roberts and Anita Charlesworth, June 2014, ‘A decade of austerity in Wales? The
funding pressures facing the NHS in Wales to 2025/26’.

" Bevan Commission, Mansel Aylward, Ceri Phillips, Helen Howson, December 2013, ‘Simply Prudent
Healthcare — achieving better care and value for money in Wales — discussion paper’.

" Nuffield Report, Adam Roberts and Anita Charlesworth, June 2014 ‘A decade of austerity in Wales? The
funding pressures facing the NHS in Wales to 2025/26’.

¥ Wales Audit Office, July 2013, ‘Health Finances 2012-13 and beyond’.

¥ Minister for Health and Social Services Oral Statement, 17 June 2014, ‘A Decade of Austerity for Wales? The
funding pressures facing the NHS in Wales to 2025-26 - a Nuffield Trust Report’.

"I The Welsh NHS Confederation (January 2014), ‘From Rhetoric to Reality — NHS Wales in 10 years’ time’.

The Welsh NHS Confederation (January 2014), ‘From Rhetoric to Reality — NHS Wales in 10 years’ time’.
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Welsh Government draft budget proposals for 2015-16
A Response by Higher Education Wales

1. About Higher Education Wales

1.1.

Higher Education Wales (HEW) represents the interests of universities in Wales and
is a National Council of Universities UK. HEW’s Governing Council consists of the
Vice-Chancellors of all the universities in Wales and the Director of the Open
University in Wales.

2. Introduction

2.1.

2.2.

2.3.

The following comments are provided in response to consultation of the Finance
Committee of the National Assembly for Wales relating to the Draft Budget for
2015/16. In presenting our views we should emphasise at the outset that we
currently operate in highly fluid environment and it is possible that our current
assessment of requirements would need to be reviewed during the budget period.

We recognise that the Welsh Government will have challenging decisions to make
about where to prioritise its funding. From the outset we should state our view that a
robust, resilient and internationally competitive university sector brings widespread
benefits to individuals, society and government in Wales. Universities provide the
foundation for Wales’ long term economic growth: countries with high levels of
innovation on average tend to have a stronger track record of investment in higher
education and higher proportions of graduates in their populations.! Long-run
economic growth is above all determined by knowledge accumulation and
technological progress.?

Universities also play a critical role in promoting social improvement and equality of
opportunity, and in nurturing and safeguarding the unique cultural and linguistic
heritage of Wales. Universities in Wales contribute more than half of all investment
in research and development in Wales, and help to identify solutions to such diverse
and complex issues as access to energy, environmental change and an ageing
population and acting as a magnet for investment in Wales. High-quality teaching
and learning environments are essential for all students to get the most out of their
university experience. For future success, sufficient investment is needed to enable
universities to grow the quality of provision, adapt flexibly to Welsh skills

! Universities UK, Higher Education in Focus: Driving Economic Growth, 2011.
> OECD, The OECD Innovation Strategy - Getting a head start on tomorrow, 2010.
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requirements and to further improve outreach to and retention of widening access
learners.

2.4. In particular,:

Universities are major suppliers of the skilled workforce in Wales. More than
10,000 students from Welsh universities entered employment in Wales within
six months of leaving in 2011/12 (i.e. around 62% of the 16,200 known to
have entered employment across the UK).?

An undergraduate degree increases an individual’s chance of employment
and increases marginal earnings by 27% on average compared to the
possession of two or more A-levels. Higher levels of study bring even greater
returns on learning.*

Universities are major employers in their own right with over 16,000 full time
members of staff. After taking into account the ‘knock-on’ effects of jobs being
created in other industries linked to Welsh universities, recent research shows
that the total employment generated in Wales is just under 39,000 (over
43,000 across the UK).

Universities also play an extremely important role in leveraging additional
resource into Wales, currently earning over £400m in much-needed export
earnings through overseas revenue and international students coming to
study in Wales.’

With a total turnover of over £1.3bn, universities have an estimated impact
of almost £2.6bn on Wales’ economy, with this figure reaching £3.6bn
once total off-campus spending by students is taken into account. Based
purely on patterns of expenditure, for every £100m that is invested in higher
education £103m is generated to the Welsh economy (a high ‘multiplier
effect’).’

3. Question 1. What, in your opinion, has been the impact of the Welsh Government’s
2014-15 budget?

3.1. Changes to the Welsh Government higher education budget have had a significant
impact on universities in Wales as income shifted further away from grant-based
funding to fee-based income for 2014/15, driven by the full-time fee grant settlement.
As the full information which would allow the overall impact of the changes for net
income up to 2014/15 to be identified is not yet available, HEW has welcomed the

% Higher Education Statistical Agency (HESA), Destinations of Leavers from Higher Education
2011/12, HEIDI Report 2013.

* BIS Research Paper 45, The Returns to Higher Education Qualifications, June 2011.

° Kelly, McNicoll et al., The Economic Impact of Higher Education in Wales, June 2013,
commissioned by HEW.

® Ibid.
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opportunity of working with the Higher Education Funding Council for Wales
(HEFCW) over the coming year to develop a model which more clearly identifies the
overall impact of the changes from 2012/13. The following paragraphs identify the
current position as clearly as we can, and the main issues which relate to the current
2014/15 budget settlement.

3.2. The higher education budget of £362.5m for 2014/15 financial year was included in
the Final Budget 2014-15,” and was later increased to £362.7m in the First
Supplementary budget.® This amounted to a reduction of £20m compared to the
budget of £382m for 2013/14. Over a five year period the budget for higher
education fell from £452m for 2010/11 by £82m, around 20% in cash terms, before
fee grant payments to students are taken into account. According to HEFCW'’s
latest circular, £78m was expected to be paid from the HEFCW budget to students
at institutions outside Wales and £158m to students at institutions in Wales for the
2014/15 academic year (or £150m if the estimated allowance for maximum fee grant
tolerance is taken into account).’ The resulting funding available to allocate to the
sector for 2014/15 academic year was estimated at £174m for 2014/15 compared to
£242m for 2013/14. HEFCW indicated that the actual allocations would be an
estimated £157m in 2014/15, compared to £224m in 2013/14, i.e. the reductions in
the Welsh Government’s budget translated as a cut in grant of £67m for 2014/15
compared to the previous year.

3.3. The following table (Table 1) summarises the change in grant allocations including
fee grant payments since 2010/11, based on academic years, as reported in the
HEFCW grant allocation circulars (using the revised figures reported in the following
year where possible). From this it can be seen that there has been a resulting
reduction of £238m in the total grant allocations to higher education in Wales
between 2010/11 and 2014/15, a reduction of around 60%. Welsh Government
direct funding for universities now amounts to around 11%-12% of the sector’s
income.

" http://wales.gov.uk/funding/budget/final-budget-2014-2015/2lang=en

® http://wales.gov.uk/funding/budget/1st-supplementary-budget-2014-2015/2lang=en

® HEFCW Circular W14/18HE. The figure for fee grant payments for students at institutions outside
Wales for 2014/15 reflects the estimated adjustment for the Maximum Fee Grant 5% tolerance of
£7.5m.
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Table 1. HEFCW allocations

2014/15

HEFCW allocations (Em) 2010/11 2011/12 2012/13 2013/14
Teaching grant 284.2 260.2 136.6 96.4
Research grant 77.1 76.6 76.5 78.8
Other grant 339 47.9 45.7 48.9
Total grant allocations 395.1 384.7 258.8 224.0
Fee grant payments to students at institutions in Wales 65.0 99.2
Fee grant payments to students at institutions outside Wales 34.7 62.9
Total fee grant payments 99.7 162.0
Total HEFCW grant allocations + fee grant payments to students at institutions in Wales 395.1 384.7 323.8 323.2
Total HEFCW allocations 395.1 384.7 358.5 386.1

53.5
78.5
25.3
157.3

150.0
77.8
227.8

307.3
385.1

3.4. Since 2012, universities in Wales have benefitted from access to the higher

3.5.

maximum fees for full-time undergraduate students. If fee grant payments to
students attending higher education in Wales are added to the total grant allocations
(representing in effect additional fee income from Welsh and EU students), the
combined total is estimated to have fallen from £395m to £307m across the five year
period, a reduction of around £88m or 22% compared to the overall grant allocations
to higher education in 2010/11. We expect much of this reduction in universities’
income to have been offset by corresponding increases in fee income from students
coming from outside Wales. However, official data relating to the additional fee
income from students from the rest of the UK or overseas is not available for
2014/15 as yet, and caution must be used in relying on estimates (see below). At
this stage it also appears, that the impact of the shift to fee-based income has varied
significantly at institutional level with significant financial consequences for some
universities.

In 2014/15 the reductions in grant funding available meant that difficult choices had
to be made between competing funding priorities. The outcome of consultations
with the sector was that the research funding remained static, whereas teaching
funding allocations were reduced by £40m. In particular:

. The funding for full-time undergraduate (and PGCE) provision was reduced by

over two-thirds from £48m to £16m. The funding for expensive and priority
subjects was reduced from £43m to £15m. This has long term implications for
the provision of higher cost subjects in a market-led funding model, and is likely
to influence future decisions about new courses and course innovation across
the sector.

. The full-time undergraduate premiums used to support access and retention,

disability and Welsh medium provision were discontinued. The widening access
fund of £7m was also removed. Although universities continue to devote
considerable resources to support these areas, the lack of grant funding at
sector level undoubtedly makes collaborative and sector level action harder.
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. Funding for part-time undergraduate provision reduced from £33m to £30m.
Although the funding for part-time was largely protected at recent levels, this still
amounts to a reduction in funding for part-time. Parity of student support
arrangements for part-time and full-time students is still an outstanding issue,
despite the welcome introduction of loans in 2014/15. A recent issue which
affects part-time providers in particular is that the Welsh Government’s Financial
Contingency Fund was removed for 2014/15 in respect of higher education in
2014/15 at short notice (but not further education).

. Funding for postgraduate taught provision was approximately halved, from
£15m to £7m. The teaching element for full-time provision was removed
altogether, but reduced levels of per capita payments and premiums for full-time
provision were retained.

° Funding for strategic initiatives was reduced from £40m to £26m, including a
reduction of the strategic development fund was reduced from £15m to £9m.
Feedback from our members has highlighted difficulties in dealing with these
cuts at relatively short notice. For instance, reductions in funding for the Welsh
for Adults centres is reported as likely to impact noticeably on the opportunities
for people to start at continue Welsh this year.

e  The costs of paying sector agencies were transferred to institutions, assumed at
£3.5m.

. These add to previous substantial cuts in previous years, in particular to
teaching funding and the removal of strategic funding for innovation and
engagement.

4. Question 2. Looking at the indicative budget allocations for 2015-16, do you have
any concerns from a strategic, overarching perspective, or about any specific
areas?

4.1. From a strategic perspective it is essential to balance immediate spending
requirements with longer term investment priorities. Higher education has a
significant role in driving economic growth both in the short and long run. We must
ensure that resource decisions in the short-term do not store up problems or miss
opportunities for the longer-term. In particular, we reiterate our view that there is no
further capacity to reduce funding without serious consequences for universities’
activities. As a result any cut in funding could impact on research, jobs, skills,
investment from business and the attractiveness to business to collaborate, with a
significant detrimental impact for the wider economy and well-being of Wales.
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4.2. The indicative allocation for higher education, as published in the Final Budget
2014/15, was £360.7m for the 2015/16 financial year, i.e. a £2m reduction from
2014/15.*° HEFCW currently assume that, after meeting fee grant commitments, it
would have around £140m available for strategic allocation in 2015/16 academic
year and possibly less in future years (see HEFCW funding
consultation).™* Compared to the 2013/14 grant allocations that means that a further
reduction of about £17m needs to be found for 2015/16. The principles and
priorities for allocating this funding are currently under consultation. HEFCW
currently propose to allocate research funding by similar methods to those currently
used, but would use the new REF 2014 results. Seemingly, however, difficult
choices must be made between the current levels of funding for research (E78m),
expensive subjects (£15m), part-time (£30m), postgraduate provision (E7m) and the
range of strategy and initiative allocations (£26m) including the strategic
development (£9m) some of which are subject to existing commitments.

4.3. There is continued uncertainty and risk for universities in the light of major funding
and regulatory change across the UK, and income estimates need to be kept under
close review. We now have figures relating to 2012/13, the first year of the
increased fees (up to £9,000) in Wales, and the introduction of fee grant payments.
As reported by HEFCW,* the total income of the HE sector in Wales fell by £1m to
£1,273m in 2012/13 contrary to previous estimates including the projections
published by the Wales Audit Office Report on HE Finance. Funding Council grant
fell from 31% to 21% of total income, whereas Home and EU fees increased from
23% to 32% of total. From this it would appear that, for the first year at least, the
increase in Home and EU fees was insufficient to offset the reductions in funding
grant and that much of the deficit was made up from other sources including income
from overseas students. As more students become liable for the higher fees, we
would expect the proportion of fee income to increase. However, this highlights the
need to be cautious about relying on estimates in going forward, and a particular
source of concern has been the inaccuracy of previous forecasts for fee grant
payments to students attending institutions outside Wales.

4.4. While we hope that many of the issues will be addressed through the Diamond
Review in due course, the key issues to take into account in reviewing the budgetary
requirements for higher education are viewed as follows:

¢ Changes in the way that funding for full-time undergraduate provision is
funded currently poses risks in relation to the key areas previously supported
by grant (see 4.2 above). We need to retain sufficient grant funding to

1 Final Budget 2014-15
1 W14/33HE
12 Circular W14/27HE
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enable strategic support for the key areas covered by the current grant
funding model prior to the outcomes of the Diamond review. As we have
previously argued, in the short-term, it is clear that there is no capacity for
absorbing further reductions without damaging provision with its wider
consequences for Wales. There is a strong case for ensuring that there is
an increase in the budget for HEFCW to avoid the consequence of this
further reduction of £17m. It is imperative that prior to the outcomes of the
Diamond review that we ensure that temporary decisions on funding do not
have an adverse long-term impact on the sector.

e The future budget for research, which has so far been maintained for the
Research Excellence Framework 2014, must ensure that Wales has every
chance of further success in the next review. There are significant dangers in
relying on fee income from full-time undergraduates to maintain research in
the longer term. We should be clear that a cut in the Quality Research (QR)
budget would be a first for a UK nation and would involve significant
reputational risks for the sector.

e Inrespect of part-time provision in particular, we highlight the need to
approach changes to the existing grant support with care. The Higher
Education Funding Council for England (HEFCE)’s analysis of the impact of
the 2012 reforms in England identified a 40% drop in part-time enrolments
which points to the significant risks for policy makers in this area.” So far
this reduction does not appear to have been replicated in Wales, but full data
is not yet available and recruitment remains a concern. The retention of part-
time grant in Wales may be one of the key factors in ensuring that access to
higher education through part-time study caters for the needs of potential
students and the employment market. We have previously expressed the
view™ that there needs to be greater parity of support for part-time and full-
time students, and we hope that the Diamond Review will enable support for
part-time provision to be carefully balanced with support for other areas. In
the meantime, it is essential that sufficient investment and grant is
maintained to ensure that there are no long-term adverse impacts for part-
time provision.

e There is a need to ensure that there is sufficient control of the student
support budget, particularly for students choosing to study outside of Wales.
In particular, a major issue that was not factored into the indicative budget for
2015/16 is the removal of the student number cap in England. It is unclear
whether current Welsh Government or HECW forecasts take into account the

* HEFCE, “Higher Education in England: Impact of the 2012 reforms”, March 2013.
4 See for instance HEW's response to the HE Funding Inquiry, November 2013 (here).
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potential increase associated with the increase of student numbers in
England. HEW'’s tentative preliminary estimates were that between 1,200 to
1,500 additional students from Wales could attend universities in England by
2015/16 as a result of this, meaning additional costs of up to £7m for fee
grant payments, £5m for tuition fee loans, £9m in further support costs and a
further loss to the Welsh economy of up to £15m as a result of students
personal expenditure in England. We are also very conscious that the
budget for fee grant payments to this group of students, based on Welsh
Government projections, has previously been significantly under-estimated
as recognised by HEFCW." In determining the HE budget for 2015/16 we
would ask that sufficient provision or contingency is made to cover the
significant risks to universities in Wales arising from this. We would also ask
HEFCW and the Welsh Government keep the current maximum fee grant
policy under review to ensure that the universities are not disadvantaged by
this development — and to ensure they have a full opportunity to retain some
of the additional student support funding within Wales.

e ltis too early to tell what the impact has been for postgraduate provision in
Wales at this stage. However, postgraduate provision which typically
involves a higher proportion of specialist courses with smaller numbers of
students. It is hoped that the lower levels of debt for undergraduate students
may have a positive benefit for postgraduate participation. However,
changes to the grant support for providers is a concern for the long-term
effect on the provision of future postgraduate opportunities.

e |tis essential for Wales that funding arrangements and investment in
universities allows them to compete successfully in an international context.
In previous submissions to the Finance Committee we have outlined the
significant comparative disadvantage in funding between Wales and other
UK countries throughout most of the proceeding decade.*® '’ We have also
pointed to the comparatively low levels of the investment in higher education
in the UK more generally, viewed from an international perspective. ** There
is further evidence of a growing gap in the funding for universities in England

!> See HEFCW W14/18HE paragraph 15. The estimated fee grant payments to students attending

institutions outside Wales in last year’s grant allocation circular was £50m (W13/09HE, March 2013),

this estimate was revised to £63m in the most recent circular (W14/18HE, May 2014).

® HEFCW, The Funding Gap 2007/8,undated:

http://www.hefcw.ac.uk/documents/publications/hefcw reports and_statistics/Funding%20gap%2020

07%2008.pdf

" The Learned Society of Wales, “Comments of the Council of the Learned Society of Wales on the

Welsh Government’s support for the universities in Wales”, March 2011.

¥ UUK, “Higher Education in Focus: Driving Economic Growth - Higher Education a core strategic
asset to the UK.” 2011.
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and Wales, as evidenced in the recent funding allocations for England for
instance. The total Higher Education Funding Council for England (HEFCE)
grant available for higher education institutions in England in the 2014-15
academic year was £3,883 million."® When scaled using the Barnett formula
(as used to determine consequential funding for Wales), this is equivalent to
an allocation of £224m compared to the allocation to Welsh universities of
£157m. In addition, universities in England are not subject to restrictions on
the average fee levels as they are in Wales, as a result of the redistribution
of student numbers exercise in 2012.

¢ The long term financial sustainability of universities in Wales needs to be
kept under review reflecting full economic costs. HEFCW in its most recent
analysis of the financial position of the higher education sector in Wales
concluded that: “When adjusted to take account of the full economic cost
adjustments for the cost of capital and infrastructure, the sector’s position
was an aggregate deficit of £85million in 2012/13, compared with a deficit of
£64million in 2011/12.%

e There are significant risks that need to be managed arising from the changes
to the funding and regulatory arrangements across the UK. We have
concerns about the long term viability of the Higher Education budget
because the overall financial sustainability of the Welsh HE sector, which is
highly dependent on indirect public funding via the student loan system, is
predicated on cross border flow from 2011/12 student numbers. Since the
removal of the student number cap in England, the risk of even more Welsh
Government funds flowing to English institutions, with fewer English students
coming to Wales, because English universities will be able to offer places, is
high.

5. Question 3. What expectations do you have of the 2015-16 draft budget proposals?
How financially prepared is your organisation for the 2015-16 financial year, and
how robust is your ability to plan for future years?

5.1. Please refer to the response to question 2 for the key issues to address in
considering HE budget requirements. Universities in Wales have a strong track
record of managing difficult changes, and would expect to manage the changes in
funding and regulatory environment effectively. However, the levels of investment in
universities will have direct consequences for the universities in their capacity to

9 hitp://ww.hefce.ac.uk/whatwedol/invest/institns/annallocns/

2 Circular W14/27HE
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deliver desired policy outcomes and to further the interests of higher education in
Wales. There remain significant market, financial and reputational risks for
universities in continuing to manage a period of major funding and regulatory
change, particularly as universities become increasing reliant on sources of income
other than Welsh Government grant and prepare for potential structural change in
the sector. In planning the HE budget for 2015/16 we would welcome working with
the Welsh Government to ensure there is sufficient contingency and support
available to manage potential difficulties.

6. Question 4. The Committee are would like to focus on a number of specific areas
in the scrutiny of the budget, do you have any specific comments on the areas
identified below?

- Preparation for the Wales Bill
- Local health board financial arrangements

- Approach to preventative spending and how is this represented in resource
allocation (Preventative spending = spending which focuses on preventing
problems and eases future demand on services by intervening early)

- Impact of the Welsh Government’s legislative programme and whether its
implementation is sufficiently resourced

- Scrutiny of Welsh language, equalities and sustainability

6.1. In its submission to the Children Young People and Education Committee®* and
further letter to the Finance Committee of 31 July 2014, HEW raised queries
regarding the costings of the HE (Wales) Bill which proposed major regulatory
change for higher education providers in Wales, and the extent to which the Welsh
Government had fully budgeted for the changes envisaged. This included:

. Increased administrative costs for HEFCW and the sector associated with
new regulatory role. We noted in particular the difference between the
costings in the Explanatory Memorandum and HEFCW'’s own estimates.

. The Explanatory Memorandum of the HE (Wales) Bill also pointed to the need
to ensure that a sufficient budget was retained to support part-time
specialists, who may not be eligible to become regulated institutions but who
would nevertheless be expected to be regulated by HEFCW e.g. in respect of
guality assurance.

. The extent to which exceptional costs including legal costs or costs
associated with litigation had been taken into account.

2 hitp://www.hew.ac.uk/wp/media/HEW -response-to-HE-Wales-Bill-2014-consultation. pdf
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. Provision for the major potential financial risks posed by Bill that could
potentially follow from reclassification of universities to central government for
purposes of national accounting or arise from any resulting inability to fulfil
legal requirements as charities.

. We highlighted the risk that the Bill could inadvertently lead to the Welsh
Government/HEFCW set requirements that universities have to fund from
other sources and would effectively be an additional cost for universities:
there is a risk that in future policy requirements have financial consequences
for universities without the corresponding public funding to support it.

° In particular, we have queried the lack of provision relating to a potential
increase in the number of providers or courses that HEFCW would be
required to fund from the HE budget. If providers other than universities
become regulated institutions their courses would automatically qualify for
student support and this could have a significant impact on the student
support budget. It could also, as current arrangements stand, have a
significant financial implication for existing universities since fee grant
payments are paid from HEFCW’s budget. In determining the budget for
2015/16 and beyond we assume that the Welsh Government would wish to
identify and cater for this likelihood to avoid unintended consequences for
universities.

6.2. In reviewing future budgetary requirements for HE we suggest that the Welsh
Government will need to be particularly mindful of additional costs that may fall on
universities as a result of regulatory change and to ensure that appropriate provision
or contingency is made in the budget allocations.

Higher Education Wales
10 September 2014
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Submission to Finance Committee - - Voluntary Action

September 2014

Wales Council for Voluntary Action (WCVA) is a registered charity and
umbrella body working to support, develop and represent Wales’ third
sector at UK and national level. We have over 3,350 organisations in direct
membership, and are in touch with many more organisations through a
wide range of national and local networks. WCVA'’s mission is to provide
excellent support, leadership and an influential voice for the third sector and
volunteering in Wales.

WCVA is committed to a strong and active third sector building resilient,
cohesive and inclusive communities, giving people a stake in their future
through their own actions and services, creating a strong, healthy and fair
society and demonstrating the value of volunteering and community
engagement.

We welcome the opportunity to submit initial information to the Finance
Committee to help support its scrutiny of the Welsh Government’s 2015-16
Draft Budget Proposals, and will be pleased to provide further analysis after
the publication of the Draft Budget.

General comments

4.

Although the Welsh Government is an important funder of the third sector in
Wales (the Welsh Government and UK Government together provide 18%
of the Welsh third sector’s funding), the third sector only receives a tiny
proportion of the Welsh Government’s budget. WCVA'’s Third sector
statistical resource 2014 reveals that in 2012-13 Welsh Government’s
funding to the third sector represented only 2.2% of its entire budget. Local
Authorities contributed 2.6% of their budgets to the third sector, and Local
Health Boards contributed a mere 0.4%.

WCVA maintains that it is a false economy to cut third sector services: such
cuts would not realise notable savings, and retained investment will help to
deliver considerable added value through the sector’s ability to lever in
additional resources and deploy volunteers. At times of financial pressure it
is important to consider how to make the Welsh budget go further and if
properly engaged and supported the third sector can play a key role in
achieving this and in working with Welsh Government to deliver its aims.

It should therefore be a priority to maintain support for third sector
organisations who are able to maximise resources available in the
community, lever other funding into their community, and support the
massive contribution made by volunteers.

1
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The Programme for Government recognised the third sector as a key
partner in the delivery of the Welsh Government’s agenda. More recently,
the Welsh Government’s document Improving public services for people in
Wales, explicitly includes the third sector in its vision for public services:
“Our public services are delivered through public sector bodies working with
partners — in particular the third sector, and in some circumstances the
private sector — to provide the best possible services.” (p.11)

The document further states that Welsh Government “...will therefore
continue to work with partners in the third sector and more broadly to this
end, and make further announcements on supporting the development of
co-production in Wales later this year.” [...] “We will also continue to
encourage the third sector to realise its full potential in supporting public
services, recognising that there is a wide range of organisations which are
covered within a broad definition of the third sector.” (p.22)

This puts the third sector in a pivotal position in delivering this vision
because it is the way communities organise, express collective concerns
and give people the confidence and skills to challenge, and create change.
The third sector works to enthuse, motivate and organise people and create
community ownership and structures. This requires investment (grants and
core funding), and volatility of funding severely weakens the sector’s
potential contribution to this agenda.

Analysing the Budget

10.

11.

12.

13.

The third sector is funded from a range of budget Actions across all Major
Expenditure Groups, but apart from a few exceptions, in the majority of
cases the detail is not visible at Action level. This has been a perennial
problem. We would therefore like to remind the Committee that it is very
difficult for third sector organisations to analyse and understand the
implications of the figures in the published draft Budget due to the lack of
detail below the Action level.

Providing more detailed information at as early a stage as possible is
essential, whether in the Budget or the accompanying narrative, for the
sector to be able to understand, scrutinise and prepare for the potential
consequences of the Budget on their funding.

Nevertheless, it is clear that the third sector has suffered significant funding
reductions in the current financial year, at national and local level.

In order for third sector organisations to be able to plan, access to relevant
budgetary information and advanced notice of any changes are vital. We
would highlight that ‘Early and constructive dialogue’, ‘“Timely decisions’
and ‘Security of funding’ remain principles of the Welsh Government’s
revised Code of Practice for Funding the Third Sector (2014). Existing
commitments and budget lines should be honoured; and Welsh

2
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14.

Funding

15.

16.

17.

18.

19.

Government should enter into early dialogue, as required by its Code of
Practice, about its funding for next year.

The third sector is a key strategic partner for tackling poverty, developing
and delivering innovative anti-poverty services and programmes. Whilst the
sector plays an important role in emergency relief, mitigating and alleviating
poverty and its effects in the short and medium term, the sector is also in
the vanguard of developing medium to long term and preventive anti-
poverty approaches and interventions which tackle poverty and social
exclusion at source, and treats people as assets. This approach requires
financial investment in the sector and its capacities, investment which will
pay off in the long term.

mechanisms

We would like to draw the Committee’s attention to the importance of
choosing the appropriate method to distribute funds. Although the Budget is
silent on the funding mechanisms used, in order to enable the full
contribution of the third sector to public service delivery, it is important that
the funding mechanisms are appropriate and proportionate to the activities.

In recent years, funding from contracts has increasingly become the default
position, while grant funding has diminished rapidly. Where procurement is
not legally necessary however, WCVA strongly advocates for the use of
grants as the primary mechanism for funding the third sector. Grants can
provide the basis for partnership with the third sector in service
development and delivery, and can be used to invest in local organisations,
communities and economies, thereby retaining resources in Wales.
Furthermore, grants are exempt from VAT, whereas contracts for services
may be subject to VAT, therefore a grant retains investment in Wales.

While WCVA welcomes initiatives by Value Wales to improve procurement
policy in Wales, it remains the case that procurement practice often lags
behind. Too often procurement is used as a blunt tool to deliver short term
cost savings, looking to the competitive market for solutions, and moves
towards fewer, larger and more generic contracts effectively exclude almost
all third sector organisations from being potential partners in delivering
public services.

The 2013 Welsh Government Annual Report on Grants Management,
which sets out the Welsh Government's direct grants to the public, private
and third sector, revealed that the third sector has taken the biggest cut in
grant funding. Although superficially showing a significant drop in funding,
further exploration and discussions with Welsh Government has revealed
that the figures were distorted by funding being re-routed through Local
Government. We look forward to the next report providing a firmer baseline
on which to measure any variations in funding to the third sector.

A number of our members have however experienced a shift from core
funding to project funding. The erosion of core funding has profound
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20.

21.

consequences for third sector organisations, limiting their ability to operate
flexibly and maximise the value of the investment by levering in additional
resources.

Welsh Government’s vision recognises the role of the third sector in
delivering preventative services: “A key principle for developing and
encouraging innovation in public services is prevention. [...] Crucially, it
relies on effective integration of services between public service partners,
including the third sector and the public themselves, wrapping their support
around a person or a family rather than each organisation focusing solely
on specific issues.”

Whereas policy (e.g. Improving public services for people in Wales) and
proposed legislation (e.g. the Well-being of Future Generations (Wales)
Bill) emphasise a long-term approach to decision-making, there needs to
be a corresponding long-term approach to funding the third sector.

Gareth Coles
gcoles@wcva.org.uk

WCVA

September 2014
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9 September 2014

Evidence to the National Assembly for Wales Finance Committee September
2014

Dathlu'r Gymraeg (Celebrating the Welsh Language) believes that the Assembly
needs to ensure that a fair proportion of government expenditure is devoted to
providing services through the medium of Welsh.

The Standards of Welsh will be implemented during 2015, and all Government
departments need to consider earmarking funding to ensure that the standards are
implemented correctly and that all services provided by the Welsh Government and
its agencies are available through the medium of Welsh.

Dathlu’'r Gymraeg believes that we need more resources to ensure prosperity for the
Welsh language over the coming years. Current expenditure should also be
diversified to ensure that a fair proportion is available to develop and strengthen
opportunities to use the Welsh language.

The Government has taken small steps to challenge what came to light in the
results of the 2011 Census, but further investments are required to provide status
and fair opportunities for the Welsh language. The Government’s current budget
does not clearly illustrate the funding which is earmarked for the promotion of the
Welsh language. We believe that the funding has reduced, particularly in the area of
learning Welsh for adults.

The First Minister has assumed responsibility for the Welsh language portfolio, and
we believe that the portfolio’s budget should be illustrated separately to the
Education Department budget.

We also believe that there needs to be a substantial increase in the budget for the
Welsh language. All government departments could be asked to contribute to the
portfolio, to make it a substantial pot with which the First Minister may work.

The Assembly’s committees need to look at the expenditure of non statutory bodies
such as the Education Consortia, which receives funding from the Government and
local government. Those bodies as well need to act according to the Standards of
Welsh.

Background to Dathlu’r Gymraeg and its supporters
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23 organisations, which represent the majority of Welsh-speakers — the Urdd,
Language Enterprises in Wales, Merched y Wawr, The Association of Welsh
Teachers (UCAC), Rhag, Cymdeithas yr laith (the Welsh Language Society), the
National Eisteddfod, the Association of Welsh Translators and others are part of
Dathlu’r Gymraeg. Our aim is to ensure that everyone in Wales is able to use the
Welsh language. To safeguard Welsh as a community language. To assign
additional resources to safeguard the vitality of the language. To create operational
plans for the strategy ‘A Living Language: A Language for Living’. Achieving the
various milestones in the Welsh Medium Education Strategy. To safeguard a
prosperous and independent S4C for the future.

The need for the Government to increase the investment necessary to promote
the Welsh language.

To achieve this we need a significant step to give status and funding to provide a
worthy opportunity for the Welsh language to co-exist alongside the most powerful
language in the world. Dathlu’r Gymraeg believes that we need more resources to
ensure prosperity for the Welsh language over the coming years. Current
expenditure should also be diversified to ensure that a fair proportion is provided to
develop and strengthen opportunities to use the language.

In line with historical expenditure patterns, there is little government investment in
the Welsh language. In Education, the demand of parents for Welsh-medium
education has caused County Councils and the Government to expand the provision,
but the demand has not been met in full. In other areas, the expenditure on the
Welsh language directly is less than £12 m per annum from the Government’s
annual budget of over £13.6 billion (2015/16). We note that much greater
investment is devoted to the language of the Basque Country, and we see that the
investment is paying dividends, with an increase in the number of speakers of the
language from 24% in 1991 to 32% in 2011.

The recent Census results highlighted a number of challenges that the Welsh
language is facing, but we believe that there are specific areas in which the money
could be invested which would benefit, not only the Welsh language, but would meet
a number of Government objectives too. There has been no significant increase in
the funding provided for the promotion of the Welsh language for many years. The
last significant increase occurred in 2002.
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Welsh in our communities

The Major Conference showed the enthusiasm for the Welsh language and the need
to take steps.

We need to focus on:

(i) The transfer of the language through the generations;

(ii) Children’s use of the Welsh language in school and socially;

(iif) Opportunities for young people to use the Welsh language;

(iv) Opportunities to use the Welsh language in the workplace and create new jobs
and new social opportunities.

The effect of cutbacks on the provision of Welsh

Some of the cutbacks in the Government’s 2014 - 2015 Budget was disappointing.
We realise that the financial situation is difficult, but something must be done soon.
Also, local authority cutbacks are having a detrimental effect on Welsh language
services, in Education specifically. County Councils are moving to contract out for
services, without giving due regard to the Welsh language.

Our wish is to be confident about the future of the Welsh language.

There needs to be an increase in expenditure on the Welsh language and the
provision of Welsh services.

We call upon the Government to increase its spending on specific Welsh projects,
over time, to 1% of the budget, i.e approximately £136 million in 2015/16.

Part of this expenditure will come from diversification of the current expenditure. We
also call upon County Councils and other statutory bodies to ensure that all their
services are available through the medium of Welsh.

There is a need to ensure that there is equality for the Welsh language in the
provision of all Government activities and services .

Yours faithfully
Penri Williams

Chairman
Dathlu’r Gymraeg
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Lack of investment in the Welsh language: Welsh
Government draft budget proposals for 2015-16

Response from Cymdeithas yr laith Gymraeg (The Welsh Language Society)
1. Introduction — Cutbacks, underinvestment and lack of strategy

The percentage of Welsh Government spending that is invested in projects that specifically involve
the Welsh language is very small — only 0.16% of the Government's entire expenditure. This
compares very unfavourably with the Basque Country, where almost seven times the proportion of
its budget is invested specifically into the language, compared to the situation here (£84 million of
the 2014 regional budget).

In addition to that, our research showed a serious underinvestment within the Government's
mainstream expenditure — with less than 1% of spending by programmes such as adult community
learning being spent on Welsh-language activities.

According to the 2014-15 budget, spending on the Welsh language was cut from £25,076,000 in the
previous year to £24,376,000 in 2014-15. A further cut to £23,511,000 is planned for 2015-16. This
represents a cutback of £700,000 this year and £857,000 in 2015-16.

There were also many changes during the financial year, for example, the cutbacks of £700,000 that
Welsh for Adults centres were asked to asked to make within four weeks, on top of other cutbacks
that they already had to deal with. In light of such changes it is unclear whether the cutbacks
represent a 'net' loss. However, the lack of transparency and planning surrounding these decisions
raises concerns about the absence of a sound financial strategy for the Welsh language. There are
many examples where the percentage of Welsh-language activities being funded from the
Government's mainstream expenditure could be increased.

We believe that the decisions made by the Government, even in a period of austerity, are hasty and
show a lack of cross portfolio strategy regarding the budget for the Welsh-language. We believe that
far better decisions could have been made if the First Minister and civil service had a clear cross
portfolio strategy.

We recommend that the committee demands answers from the civil servants at the Welsh-language
Unit, explaining their decisions and their failure to prepare and publish a cross portfolio assessment
of the impact of expenditure on the Welsh language. Their failure to do so within 19 months raises
some hefty questions that need to be answered. We believe that the Assembly should ask the Welsh
Language Commissioner to take over this work.

Budget for the promotion of Welsh
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In October 2013, the Welsh Government announced a cut of £1.5 million in its spending on the
promotion of Welsh over two years.

Since then, we have heard muddled announcements about additional funding for the promotion of
Welsh, but it is unclear whether there is any additional funding at all. According to an analysis by one
of our members, it seems that the Welsh Government has cut around £2.3 million from the Welsh
for Adults budget since Y Gynhadledd Fawr (the Big Conference).

It seems, therefore, that the announcements do not change the fact that only 0.16% of the
Government's budget is spent on the promotion of Welsh. In the Basque Country, the investment is
around seven times that amount, and this is partly responsible for the increase in Basque-speakers
over the last few decades.

We believe that the Assembly should scrutinise in detail the Welsh Government's announcements,
made over the last few months, on 'additional funding' for the promotion of Welsh, as well as the
comparison between Wales and the Basque Country.

Furthermore, we believe that the Assembly should ensure that the promotion budget is quadrupled
over a reasonable period of time.

Mainstream funding — Over 99% of investment goes to English-only activities

It is clear that there is serious underinvestment in Welsh medium activities from a number of the
Government's mainstream budgets, including education and health. According to the Government,
this is due to a 'lack of demand’, but we believe that this shows the old-fashioned mind-set of a civil
service that thinks that English services are the essential default, whereas Welsh-language services
are an optional extra.

Less than £4000 out of a budget of £17 million has been spent on Welsh-language adult community
learning, according to information released to us by the Welsh Government, under the Freedom of
Information Act, regarding expenditure during the 2009/10 and 2011/12 financial years. Indeed, a
number of the Government's main budgets fund hardly any Welsh-language provision, with over
99% of the money being spent on English provision.

According to our information, over the last three years, out of 90,477 apprenticeships funded by the
Welsh Government, only 354 were through the medium of Welsh, which corresponds to fewer than
four apprenticeships out of every thousand. The figures also show that only 0.02% of the £17million
spent on teaching adults in the community over three years, or £2 for every £10,000, was used for
Welsh medium courses. In one of the years, not a penny was spent from the budget on Welsh-
medium education. Over the same period, only 0.3%, or £3 for every £1000, of expenditure on work-
based learning was used to fund Welsh-medium training.

See Appendix 1 for the detailed figures.

The figures are shocking and very hard to believe. They show that the Welsh language is undermined
completely in terms of the Welsh Government's mainstream funding. In reality English, one of the
world's most powerful languages, is getting a massive subsidy from Welsh taxpayers. The
Government's spending patterns decreases the use of Welsh and the opportunities to use it. So
while the Government earmarks a relatively small amount of funding for Welsh-language
enterprises, the effects of those projects on the Welsh language is completely undermined and
reversed by other policies. Therefore, the Welsh Government is not operating in a coordinated way.

Living Manifesto — responding to the emergency surrounding the Welsh language
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In December 2012, following the grave announcement of the Census results, we published our Living
Manifesto which called for two financial changes, along with tens of other recommendations, in
order to ensure the growth of the language:

"There should be a complete review of the whole expenditure of government, by an independent
body such as the Welsh Language Commissioner, and an assessment of the relationship between
that expenditure and the Welsh language — measuring the linguistic footprint of the expenditure."

"“Considering the growth seen in the number of Basque speakers in censuses since 1991, the
resources given to promote the Welsh language should be increased to the levels in that country,
which means quadrupling the current expenditure in Wales."

The civil service's failure to achieve

In a meeting with the First Minister in February 2013, he agreed to conduct the review referred to
above which we requested in our Living Manifesto. Since then we have seen procrastination by the
civil service, which has created a great deal of paperwork, but is yet to publish any assessment.

After 18 months of waiting for the assessment to be published, and many promises, we wrote again
to the First Minister, asking:

In a meeting with us on 6 February 2013, you told us that your Government would conduct an
assessment of the impact on the Welsh language of every penny spent by the Welsh Government
across all departments. When will this assessment be published?" [Translation of the letter from
Cymdeithas yr laith]

We received a response stating that an assessment of the impact of budget changes on the Welsh
language and other equalities was to be published, along with an Expenditure Outcome Analysis, a
completely new exercise for 2014, which asked departments to identify the main expenditure
programmes in their areas involving the Welsh language. No comprehensive assessment would be
published, and the response stated:

"...l am sure that you will see that there will be no 'publication’ as a result of this work, but rather, it
is the organisation's budgeting process... Progress has been made and considerable work has been
completed over the last year..." [translation of the Government's response]

Therefore, rather than a comprehensive assessment, we received a form that will be used by civil
servants to make financial decisions. Therefore, by means of just a few freedom of information
requests, we have succeeded in publishing more than the civil service in 19 months.

We have identified many areas of underinvestment, and we call on the Welsh Government to tackle
these by increasing the percentage of funds that go towards Welsh-medium activities.

The Welsh Language Commissioner should also publish a comprehensive assessment of the impact
on the Welsh language of the Welsh Government's entire expenditure across all departments.

Ignoring Y Gynhadledd Fawr — the Government ignoring its own consultation

When the First Minister announced his intention to hold a consultation on the state of the language,
we welcomed the enterprise, expecting that it would lead to objective conclusions that would be
acted upon. However this has not been the case.
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According to the report on the conclusions of Y Gynhadledd Fawr: *

"One general and absolutely vital theme that emerged from contributions [was the need for
the Government] to increase its financial investment in the Welsh language in order to
ensure effective action." Page 8, A living language: have your say, July 2013

Instead, we have seen cuts to the budget for the promotion of Welsh and little action regarding the
Government's mainstream budgets.

Danger to the independence of the Welsh Language Commissioner

We are very worried about the Welsh Government's financial power over the Welsh Language
Commissioner, a body which is responsible by statute, in line with the Welsh Language (Wales)
Measure 2011, for managing the Welsh Government and its compliance with language duties.

It is not possible for the Commissioner to act objectively and entirely independently. Will the
Commissioner be able to side with the public's language rights against a Government which cut its
expenditure last year, and could continue to make further cuts at any time? The situation of the
Welsh Language Commissioner is different from that of many of the other Commissioners. She has
far stronger statutory powers because of the failure by many organisations to comply with their
duties for decades.

There was a cut of 10% to the Commissioner's budget in 2014-2015. We understand that the
Government is considering further cuts to the budget for next year. In a letter from the Deputy
Director for the Welsh Language to the Commissioner in January 2014, confirming the cut, it says:
"The Welsh Government will ask for regular discussions regarding the budget with the Welsh
Language Commissioner in future."

During the period of passing the Welsh Language Measure 2011, we argued that the Commissioner's
budget should be approached in the same way as the Auditor General's, a body which receives
money directly from the Welsh block grant. We believe that the Assembly should legislate in order
to implement the same system for the Welsh Language Commissioner in light of the very
unfortunate experience in past years.

Conclusions:
Therefore, we believe that:

- the budget for the promotion of Welsh should be quadrupled to bring it closer to the levels of
investment in the Basque Country;

- a longer-term budget for the Welsh language should be set out to make it possible to plan sensibly
for the growth of the language;

- the Welsh Language Commissioner should be commissioned to publish a comprehensive review of
the impact on the Welsh language of the Welsh Government's entire expenditure across all
departments, and, having published the assessment, the Assembly should act on changes to the
budget in order to ensure that a fair proportion of the Government's mainstream budgets are
invested in the Welsh language;

- legislation should be introduced to ensure a fixed budget and an independent flow of funding for
the Welsh Language Commissioner in order to protect the independence of the role.

Cymdeithas yr laith Gymraeg

1http://wales.gov.uk/docs/dcells/publications/13 1022-a-living-language-have-your-say-en.pdf
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Appendix 1 — Examples of negative impacts on the Welsh language within mainstream

expenditure

(a) The total expenditure calculated for the work-based learning activities provided through the
medium of English, Welsh and bilingually, in the period from 2009/10 to 2011/12 is shown below:

Contract year

Total
expenditure on
all work-based

Expenditure
calculated for
all work-based

Expenditure
calculated for
all work-based

Expenditure
calculated for
all work-based

learning learning learning learning
programmes activities activities activities
provided provided provided
through the through the bilingually
medium of medium of
English Welsh
2009/10 £119,579,654. £116,694,350. £188,925.32 £2,696,377.97
00 71
2010/11 £115,545,759. £111,387,106. £117,708.31 £4,040,944.04
00 65
2011/12 £109,373,427. £105,413,959. £412,196.21 £3,547,271.53

00

26

(b) The following table shows the total expenditure calculated for adult community learning

activities provided through the medium of English, Welsh and bilingually, in the period from 2009/10
to 2011/12:

Contract year  Total Total Total Total
expenditure expenditure expenditure expenditure
on adult calculated for  calculated for  calculated for
community adult adult adult
learning community community community
activities learning learning learning

activities activities activities
provided provided provided
through the through the bilingually
medium of medium of

English Welsh

2009/10 £5,684,838.00 £5,683,894.34 £943.66 £0.00

2010/11 £5,497,838.00 £5,492,697.56 £0.00 £5,140.44

2011/12 £5,684,838.00 £5,680,558.24 £2,743.94 £1,535.82

(c) The total expenditure calculated for work-based learning apprenticeship programmes provided
through the medium of English, Welsh and bilingually, in the period from 2009/10 to 2011/12 is
shown below:

Contract year Total Total Total Total
expenditure expenditure expenditure expenditure
on on on on
apprenticeshi  apprenticeshi  apprenticeshi  apprenticeshi
ps ps provided ps provided ps provided

through the through the bilingually
medium of medium of
English Welsh
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2009/10 £78,818,839.9 £76,917,042.6 £124,526.83 £1,777,270.43

5 9
2010/11 £76,787,033.8 £74,023,361.8 £78,224.18 £2,685,447.82
2 2

(d) The following table shows the number of apprentices who followed their apprenticeship
framework through the medium of English, Welsh or bilingually. Welsh language provision has been
noted if at least one full framework qualification was delivered through the medium of Welsh.

Contract year  Total English Welsh Bilingual
apprentices medium medium apprentices
apprentices apprentices
2009/10 32,550 31,635 97 818
2010/11 25,517 24,320 85 1,112
2011/12 35,928 34,522 172 1,234
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Carers Trust Wales response to the Finance
Committee call for information — Welsh
Government draft budget proposals for 2015-
16

09 September 2015

About Carers Trust Wales

Carers Trust Wales welcomes the opportunity to respond to the Finance
Committee’s call for information on the Welsh Government draft budget proposals for
2015-16. Carers Trust is a new charity which was formed by the merger of The
Princess Royal Trust for Carers and Crossroads Care in April 2012.

Carers Trust Wales works across Wales to improve support, services and
recognition for anyone living with the challenges of caring, unpaid, for a family
member or friend who is ill, frail, disabled or has mental health or addiction problems.
With our Network Partners, local service providers across Wales, we aim to ensure
that information, advice and practical support are available to all carers.

Our strategic aims are to

Raise the profile of carers and the caring role

Support the growth and development of solutions for carers
Influence society to improve carers’ lives

Work with local partners to develop a strong network

Together with our Network Partners, we provide access to desperately-needed
breaks, information and advice, education, training and employment opportunities.
Our Network Partners benefit from the provision of grants, advice documents and
reports to improve carers' services. We give carers and young carers avenues to
speak to someone and make their voices heard, offline via our carers' services and
young carers' schemes and online via our interactive websites.

Our vision is a world where the role and contribution of unpaid carers is recognised
and they have access to the quality support and services they need to live their own
lives.

Carers Trust is a registered charity in England and Wales (1145181) and in Scotland
(SC042870). Registered as a company limited by guarantee in England and Wales

No. 7697170. Registered office: 32-36 Loman Street, London SE1 OEH.

Mae Ymddiriedolaeth y Gofalwyr yn elusen gofrestredig yng Nghymru a Lloegr (1145181)
ag yn yr Alban (SC042870). Cwmni cyfyngedig trwy warant, cofrestrwyd yng Nghymru

a Lloegr rhif 7697170. Swyddfa Gofresﬁfpéjciﬁé ]3_,2a—§e6 EB';?d Loman, Llundain SE1 OEH.
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Carers Trust

We provide support, information, advice and services for the millions of people
caring at home for a family member or friend. Our Network Partners reach carers of
all ages and with a range of responsibilities, in their local communities. From helping
carers to access local services, to making their views heard by opinion formers and
professionals, together we help carers to connect with everyone and everything that
can make a difference to their lives.

With carers’ needs, choices and voices at the heart of everything we do, we strive to
ensure that the enormous contribution they make to society and to those they care
for is fully recognised, appreciated and valued.

Overview

1. Carers provide valuable unpaid care across Wales. Enabling carers to maintain their
own well-being and the well-being of those they care for through carer-focused
services is essential in promoting a healthier, more equal Wales.

2. Arange of evidence demonstrates that carer-focused services, carer involvement
and effective health-led strategic planning for carers improves outcomes not only for
carers, but also for professionals and those that they care for. This includes delayed
or prevented placement in residential care, delayed or prevented hospitalisation and
quicker transfers of care.

3. Yet current funding arrangements - including commissioning arrangements
nationally, through local health boards and Local Government — neither support nor
sustain quality carer-focused services. Feedback from local services suggests that
commissioners favour and prioritise low-unit cost over quality. Although this is in part
attributable to changing policy priorities and processes in Welsh Government and
Local Government, there has also been a downward pressure on Local Government
budgets, currently the principal funders of such activities.

4. Carers Trust Wales welcomed the Intermediate Care Fund. However, feedback from
local partners suggests that implementation of the Intermediate Care Fund has not
been effective and has not included the voluntary sector as key strategic partners in
the planning and delivery of the fund. We would advocate the continuation of ring-
fenced funding for intermediate care but would argue for a more integrated and
inclusive approach to implementation and changes to the way the Voluntary Sector is
engaged.

5. Carers Trust Wales would welcome the opportunity to expand upon this
response in an oral evidence session with the Finance Committee.
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Carers Trust

Response

1. What, in your opinion, has been the impact of the Welsh Government’s 2014-15
budget?

1.1 Broadly, the downward pressure on local authority budgets has had a discernible impact
on the funding and prioritisation of carer-focused services across Wales

1.2 Carer-focused services are evidenced to support the preventative agenda and as such
the downward pressure on local authority budgets is likely to further impact the ability of
carer-focused services to deliver quality care that supports reablement and delays
hospitalisation.

1.3 Carers Trust Wales welcomed the introduction of the Intermediate Care Fund in the
2014-15 budget and calls for the continuation of some form of funding for intermediate
care needs.

1.4 However, we do not believe that the budget has had the hoped for impact.

1.5 Feedback from local service providers regarding the allocation of and facilitated
engagement with the Intermediate Care Fund is poor. Local partners have identified that
there was little proactive engagement with the local voluntary sector. Community
Voluntary Councils (CVCs) were used as local facilitators but unfortunately in some
areas CVCs act as competitors with rather than enablers for the wide range of voluntary
sector organisations across the community.

1.6 The voluntary sector, which is often responsible for delivering key services that meet the
criteria of the Intermediate Care Fund, should have a much stronger strategic role in the
planning and delivery of those services enabling the voluntary sector to genuinely co-
produce local solutions. Currently the emphasis firmly remains with Local Authorities.

Looking at the indicative budget allocations for 2015-16, do you have any
concerns from a strategic, overarching perspective, or about any specific areas?

2.1 Despite a number of issues around delivery and implementation, as outlined above, we
have concerns regarding the apparent loss of ring-fenced targeted funding through the
Intermediate Care Fund

2.2 This fund aimed to encourage collaborative working between services to support people
to maintain their indepenence and remain in their own home, to drive a step change in the
way services work collaboratively at both a strategic and operational level. It was intended to
support the avoidance of unnecessary hospital admissions, or inappropriate admission to
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residential care.

2.3 From a broader strategic perspective, we have significant concerns regarding the ability
of Local Government to adequately fund or prioritise carer-focused services — the social
return of investment and preventative nature of such services is well-evidenced (and
referenced in response to question 4), particularly given the downward pressure on Local
Government budgets, set to continue in the indicative 2015-16 budget.

2.4 As such, a ring-fence of funding for carer-focused services would help secure quality
carer-focused services, avoiding the prioritisation of cost over quality, and in doing so
sustain the wellbeing of carers and those that they care for. This would be a demonstrable
example of investing early to prevent greater expenditure on health and social care later — in
other words, preventing the preventable.

2.5 Should the draft budget for 2015-16 align to the indicative budget published in the final
2014-15 budget, we welcome:

- that health and social services budgets would, at the very least, be maintained

- the continued commitment to the third sector, and as such a challenging,
effective Welsh voluntary sector, through sustained funding in the indicative
budget under ‘Supporting Communities and People’.

3. What expectations do you have for the 2015-16 draft budget proposals?
How financially prepared is your organisation for the 2015-16 financial year,
and how robust is your ability to plan for future years?

3.1 We would expect the 2015-16 draft budget proposals to make adequate preparations for
the forthcoming implementation of the Social Services and Well-being Act 2014. This Act will
place greater duties on Local Government and Local Health Boards, including the
requirement that carers be placed on an equal footing as those for whom they care and that
the definition of the carer is broader.

3.2 We would expect these changes - including the broadening of the definition of a carer,
the development of eligibility critera for a care/carer needs assessment and plans, and the
focus on enabling those with care needs and carers to reach their personal outcomes — will
understandably have additional cost implications for the Welsh Government and Local
Government.

3.3 Carers Trust Wales continues to support the additional provisions and entitlements
included in the Social Services and Well-being Act 2014, but we are keen to ensure that
these provisions have a tangible positive impact on carers and those that they care for
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across Wales. We would welcome a greater explanation from the Welsh Government of any
budgetary commitments planned to ensure these provisions are delivered effectively.

3.4 There is currently a great deal of uncertainty around a humber of budgets that make it
difficult to adequately plan for future years. This includes further potential budget reductions
for local authorities which would place carer-focused services as delivered by our local
partners at risk, the planned loss of funding for the Carers Strategies (Wales) Measure 2010
and delays in the provision of information relating to the Welsh Government’s funding of the
third sector.

4. The Committee would like to focus on a number of specific areas in the
scrutiny of the budget, do you have any specific concerns on the areas
identified below?

a. Preparation of the Wales Bill

b. Local health board financial arrangements

c. Approach to preventative spending and how is this represented in
resource allocation

d. Impact of the Welsh Government’s legislative programme and whether its
implementation is sufficiently resourced

e. Scrutiny of Welsh language, equalities and sustainability

4.1 Evidence clearly demonstrates that the strategic planning of and investment in
carer-focused services has a long-term preventative impact on public services.
Evidence demonstrates that carer-focused services contribute to reducing the
amount of time spent in hospital by peogle with long-term health conditions and
avoiding delays in the transfer of care*®. We also know that commissioning breaks
and emotional support for carers can reduce overall spending on care and their need
to access mental health services”.

! Williams, E, Fitton, F (1991) Survey of carers of elderly patients discharged from
hospital. British Journal of General Practice, 41, 105 —108.

2Conochie, G (2011) Supporting Carers: The Case for Change; London: The
Princess Royal Trust for Carers and Crossroads Care.

% Bebbington, A, Darton, A, Netten, A (2001) Care Homes for Older People: Volume
2. Admissions, Needs and Outcomes; University of Kent: Personal Social Services
Research Unit

4+ Conochie, G (2011) Supporting Carers: The Case for Change; London: The
Princess Royal Trust for Carers and Crossroads Care.
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4.2 However, investment in carer-focused services, and the processes through
which carer-focused services are funded by local health boards and Local
Government, have not adequately supported carer-focused servies in providing key
services that support the preventative agenda

4.3 Both despite and because of current and future budgetary and demongraphic
pressures, the Welsh Government should be signifiantly uplifing spending on the
preventative services delivered by the third sector in Wales. Third sector services are
the glue holding many prevantative services together across health and social care
and the planned reductions in these budgets locally means support will be reduced
or removed for many vulnerable people in Wales.

4.4 In terms of the financial arrangements of Local Health Boards, we have concerns
regarding the expenditure of the carer strategy funding across Wales. Currently, the
effectiveness in the allocation of this funding across health boards has been variable
and disparate, we remain unconvinced that all health boards have utilised this
funding effectively and to the benefit of carers. It is also our understanding that the
reporting process for this funding is such that the Welsh Government does not
require local health boards to identify how the funding has been spent.

4.5 Carers Trust Wales is concerned about the lack of future funding allocations for
carers strategies through local health boards from 2016 following the repeal of the
Carers Strategies (Wales) Measure.

4.6 As outlined above, we also have concerns regarding the Welsh Government’s
legislative programme and how sufficiently resourced implemnentation is —
particularly in regards to the Social Sevices and Well-Being Act. Given a number of
key regulations are still subject to consultation and the outcome of technical groups,
it is difficult at this point to make accurate projections of additional funding required,
but so far there has been little indiciation of any additional commitment to
investment.

Contact

Kieron Rees

Policy and Public Affairs Manager, Carers Trust Wales
KRees@carers.org

07824567813

09-09-2014
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Introduction and Context

1. The WLGA represents the 22 local authorities in Wales while the three national park
authorities and the three fire and rescue authorities are associate members. It seeks
to provide representation to local authorities within an emerging policy framework
that satisfies the key priorities of our members and delivers a broad range of services
that add value to Welsh Local Government and the communities they serve.

2. There is no escaping the impact that the current period of austerity is having across
the public sector in the UK. It is clear that local government across the UK has been
forced by Government to make the most difficult decisions of any part of the public
sector.

3. Despite the welcome upturn in the UK economy, the impact on the public sector
looks set to continue for some time since as the Welsh Government itself states in
the recent "Reforming Local Government White Paper” that “even the most positive
forecasts estimate that public expenditure will not return to pre-2011 levels until
around 2022."”

4. There are also a range of circumstances that coalesce to form an extremely
uncertain future, with the Scottish referendum in September, the general election in
May 2015 and differing views on the future organisation of local government in
Wales all impacting in some way on strategic service delivery planning within local
authorities.

Q1. The impact of the 2014-15 Welsh Government Budget

5. The current financial year was the last year of the 2010 Spending Review period. As
the WLGA pointed out to the Finance Committee last year, councils had been
planning 0.5% increase in core funding consistent with the forward indications
published in 2011. The Minister wrote to Leaders in May 2013 warning that
indicative figures were no basis on which to plan. When the draft budget and
settlement were announced the eventual published reduction of 3.4%!? in core
funding equated to a reduction of £148.5 million in grant.

6. Coupled with unavoidable increases in expenditure such as the need to ensure
adequate funding within schools’ budgets and increased demand in social services,
this led to Councils needing to find around £280 million in savings, despite an
average council tax increase of 4.2%.

7. The impact of the 2014-15 budget decision should not be seen in isolation. In 2012
the WLGA commissioned the Institute of Fiscal Studies (IFS) to assess the future

'However, on a like for like calculation, the reduction was actually 3.9% due to the inclusion within
the RSG of ongoing additional funding for the council tax reduction scheme which was treated as
“growth” by Welsh Government.
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prospects for local government expenditure in Wales? and this analysis was adapted
for their work with Wales Public Services 2025°.

8. At the time the IFS estimated that in the early years of the austerity programme of
the UK government, local government spending had been falling in real terms. They
estimated that spend from 2009-10 up to 2012-13 had fallen by around 7.3% in
Wales (half the reductions experienced in England) and analysed spending on a
service by service basis. Extending this analysis for the latest data available is set
out in figure 1 below.

Figure 1: Real terms change in service spend between 2009-10 to 2014-15

PLANNING
ENVIRONMENT
REGULATION
CULTURE
LIBRARY
HOUSING
SOCIAL
TRANSPORT

EDUCATION

-40% -35% -30% -25% -20% -15% -10% -5% 0% 5%

Source: IFS, WG RA returns 2014, HMT GDP deflators 2014 (Q1)

9. Only expenditure on social services has shown a real terms increase since the onset
of austerity. Despite protection for education, expenditure has fallen by 6%. The
most likely explanation is that education spending outside Individual Schools Budgets
is taking a disproportionate share of funding reductions coupled with the fact that
the protection itself is pegged to below inflation changes to the WG budget.

10.Spending on Environmental services has dropped 4%. This covers a number of
spend areas including street cleansing and flood defence, however over 80% of this
spend is on waste services including recycling.

2 | ocal Government Expenditure in Wales: Recent Trends and Future Pressures. IFS (2012).
3 Scenarios for the Welsh Government Budget to 2025-2026. IFS (2013).
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11.Spending on Transport shows a decline of 16%. Although expenditure in this area
accounts for around 5% of local government spend, this type of infrastructure spend
is most closely associated with economic growth. Indeed spending in two other
areas that are most closely associated with economic development reinforce the
proposition that the economic recovery may be hampered by extreme disinvestment
in this area. Expenditure on planning and economic development is down 34%, and
spending on non-HRA housing services is down 22%. As the Finance Committee
highlighted in its report on the draft budget for 2014-15* last year "....there is a
disconnection between the WG’s stated priorities — jobs and growth — and a budget
whose clearest priorities are indicated by directing additional money towards the
health service.”

12.Other areas of spend also covered in figure 1 relate to cultural expenditure (including
sports and leisure) and libraries. Since 2009-10, the former has reduced by 27%
and the latter by 19% in real terms. These are the only two area of service
expenditure that have now dipped below spending levels in 2001-02 when adjusted
for inflation. Spending on regulation is down by 30% and along with sports and
leisure, might be considered areas of spend that are preventative.

13.Clearly, with reductions of this magnitude, to describe these as efficiencies or
isolated cuts is an understatement. Services are being hollowed out. Spend in these
areas attracts a lot of attention from Assembly Members and various Commissioners
because they are valued by the public. The Joseph Rowntree Foundation® has
shown that many of these ‘other’ services are relied upon by vulnerable groups. They
also 6prevent negative social outcomes driving demand in other budgets including the
NHS".

Local Government Performance

14. Local Government Performance data for 2013-14 was recently published by the Data
Unit’. The service headings broadly correspond to those in figure 1 above. Table 1
below shows how those services performed in 2013-14 compared to 2012-13. Ata
Wales level, 70% (31) of the 44 indicators which are comparable between 2012-13
and 2013-14 show improvement. The gap in performance (between the best and
worst performing authorities) narrowed in 59% (26) of the indicators. For 43% of
the indicators, performance improved and the gap between the best and worst
performing authorities narrowed.

4 National Assembly for Wales (2013). Scrutiny of Welsh Government Draft Budget 2014-15, page 5.
® JRF (2013). Coping with the cuts? Local government and poorer communities.

® Office for Disability Issues (2007). Implications for health and social care budgets of investment in
housing adaptations, improvements and equipment: a review of the evidence.

" Local Government Performance 2012-13. Data Unit (2014)
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Table 1: Local Government Performance 2013-14

Service Area No of % of % of % of indicators
comparable indicators indicators where
indicators where | where the gap performance
performance narrowed | improved and the
improved gap narrowed
Education 11 82% 64% 55%
Social Care 20 60% 60% 40%
Housing 3 100% 67% 67%
Environment & 6 83% 50% 33%
Transport
Planning & 2 50% 50% 50%
Regulatory
Services
Leisure & 2 50% 50% 0%
Culture
Overall 44 70% 59% 43%

Source: Data Unit (2014)

Q2. Concerns about the Indicative 2015-16 Welsh Government Budget

15.0ur major concern is the inability to rely on indicative figures while attempting to
introduce significant reductions in funding in a planned and rational way based on
sound evidence and with an appropriate lead-in time. At the time of the 2014-15
budget publication last year the forward plans for LG spending showed a reduction in
core funding of 1.55%. The former Local Government Minister has again indicated
that we cannot use this figure for forward planning and the reduction could be as
high as 4.5%. The Welsh Government approach to forward planning has now
departed significantly from the approach it took to multiyear settlements in the past.
This had provided the basis for sound medium term financial planning since 2008.

16.0ther concerns raised in our evidence to the Finance Committee last year remain,
including the continuation of a centralised approach to funding which manifests itself
through continued use of specific grants and the protection of certain service
budgets.

17.There are significant concerns about the sustainability of services that are funded by
specific grant, especially concessionary fares, sustainable waste management grant
and supporting people. Announcements around specific grants tend to be late in
terms of financial planning, close to or actually within the financial year in question.
Even more worryingly, some grants such as some education grants are subject to in-
year reductions in 2014-15. Again this comes back to sustainable financial planning.
As the National Union of Teachers’ recently pointed out® “The Welsh Government
talks of three year budgets but this one has barely lasted six months.”

8 NUT Cymru (2014). Press Release: Robbing Peter to Pay Paul.
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18.The OECD recently pointed out® that the whole approach of specific grants in
education “can create confusion, be unsustainable in the long term...”. The OECD
state that this is contributing to a fragmented to approach to educational
improvement and question whether this is conducive to the schools own financial
planning.

Q3. Expectations of the Draft 2015-16 Welsh Government Budget

19.The majority of Councils used the Indicative Settlement reduction of 1.55% in
medium-term financial plans until the Minister wrote to Leaders again stating that
published indicative allocations were subject to change. This is likely to have a
drastic effect on local government budgets as Welsh Government is how suggesting
that the reduction could be as great as 4.5% taking an additional £120m out of core
funding. The impact nationally is set out in the model at Appendix 1.

20.The table shows that if education protection continues and social care pressures
cannot be ameliorated through demand management then, nationally, Councils could
be facing a cumulative shortfall by 2017-18 that could fall anywhere between £600m
and £900m. For 2015-16, this will mean reductions of anywhere between 13% and
25% on ‘influenceable’ budgets. These are similar reductions to those experienced
in 2014-15 and will certainly exacerbate the reductions in specific areas of service
spend set out in Figure 1.

21.These are not abstract calculations, as local government leaders have pointed out in
a recent letter to all AMs, MPs and MEPs. Figure 2 below takes a sample of four
councils across Wales: one city, one rural, one Valleys and one urban north Wales.
After protections are applied the impact is stark.

Figure 2: Impact of published indicative reduction of -1.5% and further reductions

of -4.5%

CARDIFF TORFAEN POWYS FLINTSHIRE

£m £m £m £m

Net Base Budget 2014-15 574.0 169.0 242.4 253.7
Budgets from which savings cannot be made (e.g. 270.0 56.0 87.0 94.6
Delegated Schools budgets; CTRS)
Budgets outside of Specific directorate control (e.g. 76.3 22.0 40.3 21.6
Debt financing costs etc)
Budgets to which reductions can be applied (includes 227.7 91.0 115.1 137.5
Social Services)
Impact of reduction of 1.5% of AEF -4.4 -1.4 -1.8 -2.0
Unavoidable additional financial pressures -25.5 -8.4 -8.6 -11.9
Total reductions required -29.9 -9.8 -10.4 -13.9
Reductions (@1.5%) as a % of unprotected budgets -13% -11% -9% -10%
Further impact of funding reductions up to -4.5% -15.2 -4.6 -6.4 -6.7
Reductions (@4.5%) as a % of unprotected budgets -20% -16% -15% -15%

° OECD (2014). Improving Schools in Wales: An OECD Perspective.
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22.This clearly shows that under the published reduction of 1.5%, councils need to find
savings of between 10% and 13% from unprotected budgets. Further reductions of
up to 4.5% will now require savings of between 15% and 20%.

23.There are some positive aspects to council finances next year. Due to the consistent
lobbying efforts of the WLGA, the WG and UK Government agreed last year to draw
to a close the complex and archaic arrangements involved in funding the Housing
Revenue Account. From April 2015, the government will put in place a self-financing
arrangement whereby the 11 authorities with retained stock will buy themselves out
of the HRA subsidy system. These authorities will be able to retain all their rental
income which will allow them to consider additional borrowing

24.The borrowing will allow those that have not already done so to reach WHQS by
2020 and will also allow for some new build and reconfiguration. This is a win-win
for the Welsh Government and councils. The only negative aspect of this is that the
UK Government will be introducing a borrowing cap that will restrict the extent to
which new build can place, a policy inconsistent with the rules that govern councils’
ability to borrow on the general fund through the prudential system.

Future Financial Planning

25.The WLGA has worked with the LGA to find good practice over the border and many
councils in Wales are speaking to their English counterparts directly on approaches to
operational efficiency and concepts such as Co-operative Councils or Commissioning
Councils. While transformational and transactional efficiency continues to make a
contribution to budget shortfalls in England, the LGA report that 9 out 10 councils in
England are undertaking following activities:

Reducing overall staff numbers

Delivering some services more efficiently

Reducing or restructuring the senior management team
introduced or increased charges for services

new service delivery arrangements with other public bodies
renegotiated existing service delivery contracts

26.The approach being taken in England by the UK Government is raising the spectre of
comprehensive service failure by 2017-18. A recently published report by PwC*°
concluded that more than half of council leaders in England believe some local
authorities will fail to deliver the essential services residents require within the next
year as the impact of government spending cuts increases.

27.Here in Wales, councils’ own medium-term financial planning should be flexible
enough to cope with uncertainty under differing assumptions. However the key

19 pricewaterhouseCoopers LLP (2014). Local State We're In 2014,
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variable in the funding equation is RSG from the Welsh Government. All the
indications are that 2015-16 will be the third year in a row that the published
indicative settlement has been revised downwards in a way that makes sound
financial planning untenable.

Q4. Specific Areas in Scrutiny of the Budget

a) Preparation for the Wales Bill

28.While there are limitations within the Wales Bill, it is important to recognise the
potential opportunities afforded to the National Assembly for Wales and the Welsh
Government, coupled with greater responsibility and accountability.

29.Undoubtedly, the devolution of tax and borrowing powers will increase the autonomy
of the Welsh Government and provide greater levers through which to influence
public policy, spending and economic growth in Wales. However, given its experience
of late notice of significant reductions in indicative budgets, local government is
extremely concerned about the impact of the potential for increased volatility within
the Welsh Government’s budgets.

30.Local government is the only part of the public sector to raise taxes within Wales
currently and we are pleased that we can now share hat expertise through the Welsh
Government’s Tax Advisory Group. As Gerald Holtham pointed out in a recent paper
to the Institute of Welsh Affairs (IWA) “Taxation in Wales”. It is crucial that the
taxes already raised and collected within Wales are considered alongside the newly
devolved taxes in an integrated way.

31.Local government would expect to be engaged and consulted on the full range of
changes to be introduced in the Wales Bill, given its role within the constitutional
arrangements in Wales.

b) Local health board financial arrangements

32.1In the letter warning of changes to indicative plans back in June, the former Local
Government Minister makes it clear that pressures in the NHS underpin the Welsh
Governments decision to revisit the indicative plans for 2015-16. This was also the
reason cited in the Education Minister’s letter signalling in-year cuts to some
education grants.

33.The Nuffield Trust study cited by the Welsh Government sets out demographic and
unavoidable financial pressures that they are prepared to fund. However local
government is now expected to absorb similar pressures within its own reducing
budgets. This is a clear signal that local government services and employees now
play second fiddle those of the health sector.
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34.Demographic pressures within social services budgets are exhaustively documented
in the work of Wales Public Services 2025'! and are estimated to contribute pressure
of £49m in 2015-16, rising to £97m by 2016-17 according to the table in Appendix 1.
Other pressures cited in the Nuffield report apply equally to local government — price
inflation, pay claims, changes in employer pension contributions and future pressures
due to the introduction of the single tier pension. These will add £76m in pressures
in 2015-16, rising to £225m by 2016-17.

35.Figure 3 below sets out in stark terms the differential treatment between health and
local government in terms of funding. Such circumstances make it incredibly difficult
for local government to engage with their local health boards on an equal footing.
Between 2009-10 and 2014-15, funding for local government (specific and general
grant) has reduced by 6% while funding for the NHS has increased at 2% in real
terms.

36.In 2015-16, based on the current indicative allocations, NHS funding dips to just
below 2% while local government funding will 8%. If the worst case scenario plays
out, and more general grant is taken from local government is transferred to the
NHS, then the local government will have absorbed real terms funding reductions of
over 10% while the NHS will have experienced increases of around 4%.

Figure 3: Real terms change in WG funding for LG & NHS since 2009-10
6.0%

4.0%
2.0%

0.0%

2014-15 2015-16 (optimistic 2015-16 (pessimistic
-2.0% scenario) scenario)
-4.0%
-6.0%
-8.0%
-10.0%
-12.0% NHS Allocations LG Total

Source WG Budget 2009-10, WG Budget 2014-15, LG Settlement 2009-10, LG Settlement 2014-15,
HMT GDP deflators, (2014, Q1)

37.Inequality in the responses to the pressures facing local services, including social
services, compared to health services is contributing to the difficulties facing the
Welsh public sector. Finances are continuously channelled towards meeting the costs
of current arrangements rather than being invested in innovative ways of delivering
services as a whole, and implementing preventative measures in a holistic way.

1 wales Public Services 2025 (2013). Future Pressures on Welsh Public Services: Financial Demand
and Other Cost Pressures to 2025 and a Review of Potential Responses.
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c) Approach to preventative spending and how is this represented in resource
allocation

38.As described in the WLGA's evidence to the Finance Committee last year there is a
considerable body of evidence that demonstrates that the right intervention at an
early enough stage across the early years, health, social care and criminal justice
system can significantly diminish the need for more costly interventions in later life.
The difficulty is to find the additional investment required to introduce these
measures at a time of financial austerity while still managing to provide existing
demand.

39.While there are a number of preventative policies that have been introduced by
Welsh Government there remains a lack of a strategic approach to these that could
yield the greatest results. Appendix 2 sets out some barriers to moving to a
preventative approach to public service delivery that have yet to be addressed
effectively.

d) Impact of the Welsh Government's legislative programme and whether its
implementation is sufficiently resourced

40.1In our experience, while local government and the WLGA are often involved in and
consulted with during policy development, insufficient resource and effort is put
towards ensuring a robust financial impact assessment process is undertaken and
even where attempts are made to undertake such assessments, it is often late in the
day and rushed. In our view, the best results are achieved where there is early
collaboration in identifying and investigating the full implications of policy changes
and a shared understanding of any potential costs and savings.

Conclusion

41.The combined impact of austerity and increasing demand is biting deeper into local
public services. A lack of certainty around Welsh Government plans and flexibility in
our own funding arrangements are hampering our attempts to undertake robust
financial planning for the medium to long term. It means that managing budget
reductions and transforming services cannot be done in an appropriately timely way.

For further information please contact:

Jon Rae/Mari Thomas

Welsh Local Government Association
Local Government House

Drake walk

Cardiff

CF10 4LG

Tel: 029 2046 8600
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Appendix 1

Around 40% of a Council budget is spent on education services which is protected
and pegged to 1% above the change in the Welsh Block. For each of the future
years up to 2017-18, it is assumed that the commitment on education spend remains
although it is impossible to predict the WG budget beyond the current Spending
Round planning horizon.

Aggregate Medium Term Financial Plan

Net Revenue Expenditure (£m) 14-15 15-16 16-17 17-18

Education 2,363 2,386 2,410 2,434
Social Services 1,392 1,392 1,392 1,392
Fixed budgets 708 708 708 708
Other 1,057 1,057 1,057 1,057
Pay Award 1% (excludes schools) 21 42 64
Employer Pensions Costs - Teachers 13 23 23
Employer Pension Costs - LGPS 9 27 27
Single Tier Pension - loss of NI rebate 67 67
Price Inflation (Contracts, fuel, utilities, business rates) 33 66 99
Demographic Pressures (WP 2025 Assumptions) 49 97 146
CTRS Pressure 10 27 45
Total Expenditure 5,521 5,679 5,918 6,063

Funding (€m)

Council Tax @ 4% 1,256 1,306 1,359 1,413
AEF @ -1.5% 4,265 4,201 4,138 4,075
Total funding AEF 5,521 5,507 5,496 5,488
AEF @ -2% 4,265 4,179 4,096 4,014
Total funding AEF [ 5,521 5,486 5,454 5,427
AEF @ -3% 4,265 4,137 4,012 3,892
Total funding AEF [ 5,521 5,443 5,371 5,305
AEF @ -4% 4,265 4,094 3,930 3,773
Total funding AEF 5,521 5,400 5,289 5,186

Budget shortfall with AEF @- 1% 173 422 575
Budget shortfall with AEF @- 2% 194 464 637
Budget shortfall with AEF @- 3% 237 547 758
Budget shortfall with AEF @ -4% 279 630 877

Social services accounts for around 25% of net revenue spend and it is assumed that
it is subject to pressures set in the Wales Public Services 2025 report of around 3-
4% per annum. A further 13% of a Council’s budget cannot be controlled. This
includes capital charges (payments on interest and debt repayment, including PFI)
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and contributions to other organisations such as Fire Authorities. It also includes
areas of the budget that are demand-led such as concessionary fares and the Council
Tax Reduction Scheme (CTRS). These have the potential to increase and the cost of
the CTR Scheme, in particular, is highly sensitive to the level of the Council’s own
council tax levels and caseload.

In addition councils have to plan for pay and price inflation and changes to the tax
and pensions system. Over the next two years unavoidable pressures will arise from
the changes to the tax and pensions regimes — these include

a. Increase in the employers contribution to the teacher’s pension (part
year increase in 2015-16 and fully impacted by 2016-17)

b. Increase in the employers contribution for the LGPS (part year increase
in 2015-16 and fully impacted by 2016-17)

c. Loss of the National Insurance rebate for contracting out of SERPS with
the introduction of the Single Tier Pension (fully impacted by 2016-17)

Auto-enrolment will also commence in 2017-18 but this is difficult estimate.
Additionally, there are likely to be a number of financial implications arising from
legislation. Since the demise of the Expenditure Sub Group, there appears to be little
joint understanding of these financial pressures.

On the funding side, net revenue expenditure is financed from two sources: the main
block grant and council tax. Council tax is assumed to grow at 4% but under the
new CTRS scheme a rise equivalent to this produces an immediate pressure of
£0.4m as the Council has to fund the reduction scheme for increases.
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Appendix 2

Barriers to fully implementing preventative measures

Funding

There is too much pressure on budget holders to tackle negative social
outcomes here and now, despite recognition this will have limited success in
the longer term. This results in difficulty in freeing up money to finance
preventative spend that is currently tied up in acute care and hospital
provision.

An increase in investment of preventative spend programmes is not cost-
neutral and does not mean that existing “reactive budgets” can be
immediately cut;

The public service body or sector that invests in the preventative spend may
not be the same body that derives the benefits;

Budget restraints may make a concerted focus on preventative spend less
likely.

Impact and Evaluation

Given the nature of preventative policies, there is a significant time-lag
between their implementation and the ability to provide clear evidence of
their impact. It may be difficult to prove that a specific intervention was
responsible for an outcome;

The longer-term outcomes delivered by preventative spending measures may
be difficult to evaluate.

Political and Financial Cycles

The political cycle every four years means that some preventative spend
projects may come to a premature end as they need to run for longer time
periods in order to deliver results;

The annual budget and funding cycles, sometimes with 2-3 year forward
indications, do not provide enough certainty of investment for projects that
need to be implemented consistently over a long time-frame
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