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About FSB Wales
FSB Wales is the authoritative voice of businesses in Wales, with around
10,000 members. It campaigns for a better social, political and economic
environment in which to work and do business.
With a strong grassroots structure, a Wales Policy Unit and dedicated Welsh staff to deal with Welsh
institutions, media and politicians, FSB Wales makes its members’ voices heard at the heart of the
decision-making process.
Throughout 2020 FSB Wales is speaking to businesses the length and breadth of Wales through our
campaign Our Business is Wales. The conversation will be used to inform practical policy suggestions to
improve the business environment for SMEs.

Introduction
The past five years have seen substantial political and economic upheaval within Wales’ landscape
culminating in one of the most significant challenges in generations for business owners in the guise of
the Covid-19 pandemic.
However, throughout this period of change, one constant has been the essential role played by Wales’
smaller businesses in supporting local communities, creating wealth and employment, driving innovation
and helping Wales adapt and respond to these challenges.
The 2021 Welsh Parliament elections come at a critical juncture for the Welsh economy. Not only will
the people of Wales be electing the first Welsh Parliament, under a renewed set of legislative and fiscal
powers, but they will also be helping to determine the nature of Wales’ economic recovery from that
challenge posed by Covid-19.
In the past 12 months, FSB Wales has undertaken an unprecedented level of engagement with thousands
of smaller business owners across the nation to identify the priorities and opportunities for our next
Government and Senedd. This has included a range of events throughout the year, thematic research and
an extensive ‘state of the nation’ survey of 500 business owners to get an idea of what matters to Welsh
businesses. All this activity represents the most extensive consultation for FSB since devolution and
engagement which has put businesses at the very centre of the discussion.
Behind the proposals outlined in this manifesto lie an ambition to grow and develop an entrepreneurial
Wales, protect and reinforce our communities, add value to the global mission of decarbonisation and
help inform and develop a brand for Wales which is internationally-ambitious and recognisable. One of
the main proposals is for the construction of an Economic Development Bill – the first in Wales’ history –
which would underpin many of the opportunities to transform our economy.
This is an agenda which challenges all to engage and an agenda which recognises that whether a
political decision maker or a business owner, Our Business is Wales.
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At the heart of our proposals is a new Economic Development Bill for Wales. Since the establishment of
devolution in 1999 and full law making powers in 2011, no Welsh Government has undertaken legislation
aimed specifically to address the Welsh economy. With the democratic institutions in Wales by now
well-established, we think now is the right time to embark on such legislation. As such, we propose an
Economic Development Bill for Wales, which would underpin the measures and architecture to help
develop many of the ideas included in this manifesto.
Such a bill can provide a clear long-term footing for economic development in Wales. It can ensure that
our business advice and support services have longevity and stability and are able to react in supporting
businesses when crises arise such has been the case through Covid-19. It can make the safe guardianship
of our economy a legal reality.
We would expect the bill to be introduced early in the life of the next Welsh Parliament and to lay the
institutional foundations for our future economic recovery and prosperity.
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Our research on the future of Welsh towns has shown that there are three major global trends driving
change. These are; the rise in digital technology and online shopping, a changing demographic profile
with towns getting older and cities getting younger, and a shift in economic policies towards cities and
away from towns.
To address these issues, we believe the next Welsh Government should adopt the following policies:
Introduce a Future of Welsh Towns Fund
Welsh towns face a precarious future as cities capture the policy limelight, whilst more trade moves online
and their residents become older. To shape their future, Welsh towns need help to create a bottom up
response. The next Welsh Government should support this by funding a Future of Welsh Towns Fund that
would help every town in Wales create a strategy for its future.
Provide support for firms wishing to move to more Remote Working in longer term
During the Covid-19, Welsh firms have shown themselves able to adapt, and it is important that they are
allowed the flexibility at how to take advantage of new ways of working and make agile working work for
them in the long-term. Business support should facilitate any moves toward remote and agile working
that SME firms decide to pursue, with a focus on providing training on managing effectively under remote
working, on promoting the understanding of health safety and wellbeing of remote working patterns, and
promote understanding of the cybersecurity and digital infrastructure needs.
Initiate a Taskforce for Rural Economies
FSB Wales believes that no area of Wales should be excluded from the ambition of economic
development. Being located in a rural area should not be a barrier to starting a business or a brake on
growth, nor should it mean you have to leave a rural area to run a successful business. Rural economies
face a triple threat. Their agricultural basis is threatened by an uncertain Brexit outcome. As the gaze of
public policy shifts towards city regions, rurality remains a challenge on many levels. Tourism has suffered
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a ‘lost year’ as a result of the coronavirus pandemic. It’s time a taskforce for rural Wales was brought
together to examine these issues and deliver a firm set of policies, melding in the opportunities of remote
working and regional town regeneration.
Speed up planning by reviewing the Planning Act (Wales) 2015
The planning system is important in achieving balance between development and the needs of local
communities. However, as a process it’s significantly under-resourced, slow and fails to deal with the
interest of smaller developers. The next Welsh Government should review the planning legislation
in Wales with a view to creating a system that is proportionate and responds to the needs of SME
developers. The review should aim to speed up applications and reduce unnecessary costs on SME
developers in Wales.
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Wales’ 265,000 SMEs play a major role in the labour market, employing nearly 738,000 people or roughly
two thirds of the private sector workforce. The decisions that SMEs make is therefore crucial to the nature
of productivity, employment and skills for the Welsh economy as a whole. Our research has shown that
the majority of SMEs pay their staff over the Real Living Wage and employ them on full-time contracts.
However, SMEs often find difficulties in finding staff with the right skill levels, and the recruitment process
as a whole is a challenge.
To address these issues we believe the next Welsh Government should adopt the following policies:
Reset the conversation on skills priorities for a new post-compulsory education commission
FSB Wales has warmly welcomed the idea of a statutory commission to help coordinate and delivery
post-compulsory education in Wales. However, the conversation to date has been far too concerned
with the different types of providers and not concerned enough with the economic and social aims
of a Commission. The next Welsh Government should reset this conversation, starting instead with a
consultation about where skills priorities should be, involving public and private sector providers, before
bringing forward legislation that focuses on its delivery.
Introduce an incentive for SMEs to take on Apprenticeships
Many companies are struggling to rebalance their finances in light of the cashflow crisis caused by
Covid-19. As a result, recruitment intentions are likely to be dampened for some time. If we are to build
back better, the next Welsh Government needs to address these concerns by introducing pathways
through to skilled occupations and providing clear incentives for SMEs to take on new apprentices.
Learning from previous schemes such as Jobs Growth Wales and the Young Recruits Programme, such a
scheme should focus on helping with the recruitment process and covering the financial risk of employing
additional apprentices. Over the longer-term, a permanent scheme could be developed that reflects the
broader economic development strategy in Wales, for instance by supporting skills in areas of growth
such as decarbonisation.
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Make better business links with schools a national ambition
Building better and more productive links between businesses and schools will help both to prosper. We
know from our research that in recent years fewer businesses have been involved in helping schools
with extra-curricular activity, work experience or employment-related activity. Whilst the situation has
improved since our initial research was written, not enough is being done to create a positive and
nationally-consistent relationship between young people and the world of work. We think these links need
to be turbo-charged by facilitating greater interaction between schools and their local SMEs, making it a
national ambition.
Create an SME jobs package
Both UK and Welsh Governments have shown imagination in providing effective and prompt responses
to the Covid-19 pandemic’s impact on SMEs and in particular on employment. With challenges coming up,
Welsh Government should look at what measures were effective and what interventions can be used and
targeted at different levels to stimulate growth and protect and create new jobs. This could take the form
of a renewed ProAct and ReAct scheme or a direct wage subsidy to key economic sectors.
Start a business-led campaign to deliver Fair Work
The fair work agenda has been a core element of discussions on the Welsh economy over the previous
five years through the Fair Work Commission. This discussion has been mirrored in other UK nations.
Whilst this has been welcome, not enough has been done to practically engage small firms on the issue
on their own terms and help them understand how they can grow their businesses whilst addressing
issues around fair work. The next Welsh Government should put businesses at the centre of this
discussion and embark on a campaign to help them improve the nature of work whilst being successful
businesses.
Develop a Wales Action Plan for Inclusive Entrepreneurship
As we seek to build on the business support system and boost the entrepreneurial landscape of Wales,
there is an urgent need to tackle the challenges faced by individuals such as those with disabilities who
often find themselves distant from these conversations and their opportunities. We know that too often
business support services as well as our networks are not doing enough to support every individual in
Wales to fulfil their potential. Working with the business community and a range of other partners, and
building on the work undertaken over recent years to drive up levels of female entrepreneurship in
Wales, the next Welsh Government should identify the barriers faced by other groups and develop a truly
inclusive Action Plan for Inclusive Entrepreneurship to remove those barriers.
Supporting mental health and wellbeing of entrepreneurs
Covid-19 has highlighted the pressures on employers who run their own – and whose own and families’
livelihood are dependent on – small business. Employers need support in terms of self-care, as well as
in managing their own risks in terms of (for example) working hours, screen time, and so on. The current
reset to reskilling, health and safety and workplace safety, must also look at the information and training
employers need to look after themselves.
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After the Covid-19 crisis, and with a changing international environment post-Brexit, Welsh firms will need
the support of a Welsh Government with a clear vision of how to traverse new terrain on International
trade, export and investment, working in partnership with and drawing on the expertise of significant UK
Government resource and architecture.
It is more important now than ever to build Welsh business from the ground up, with the aim of making
them competitive in the global market. An SME focused international strategy for international trade,
export and investment is a key part of that aim.
The next Welsh Government should provide the following:
Create a new arm’s length Economic Development Agency
An arm’s length trade and investment body International Wales should be created, tasked with delivering
a strong international brand for Wales, and in building on internationalising Welsh SMEs, providing
international trade networks, export opportunities and investment within which Welsh SMEs can prosper.
It should focus onchampioning small business brands in sectors and industries where Wales and/or the
UK has a competitive advantage to target markets abroad. Such an agency should be underpinned by an
Economic Development Bill for Wales
Develop the Wales Brand to fit with a new international strategy
The Wales brand should be developed with the trade, export and investment aspects for SMEs as a core
function in selling Wales abroad. This should be done in conjunction with the new agency, complement
Visit Wales branding and should fit the needs of SMEs in Wales. Engaging with SMEs is key to ensure
buy-in and involvement by Welsh smaller businesses in the Welsh brand, and a process that can also
broadcast the support and opportunities to export for those businesses.
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Provide long-term support for tourism as a strategically important economic sector
Tourism has been particularly hit by Covid-19. In a seasonal industry, the sector notes that 2020-21 is
likely to be the equivalent of 3 winters. The ramifications of this on what is a key industry for the Welsh
economy, on work, and the wider Wales brand, will remain in the long term. The next Welsh Government
should seek to develop and support tourism as a strategically-important sector for the Welsh economy
and push forward measures to place the sector on a more stable, value-added footing. This is especially
important given the links between tourism and hospitality and other sectors vital to Wales such as food
production and farming.
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As our research has shown, Wales has a “missing middle”. In terms of employment, it is a country
dominated by micro-business and multi-national business (see graph one). On the one hand Wales has
a thriving and entrepreneurial micro-business scene with firms employing fewer than 10 people making
up around 35 per cent of private sector employment. At the other end of the scale large firms with their
headquarters elsewhere in the world account for 38 per cent of private sector employment. In the missing
middle medium-sized firms, those employing between 50-250 people make up a slim 12 per cent of
employment.
For much of our recent history, our economic development policy has been geared towards bringing in
mobile inward investment from overseas. Supplementary to this has been a push towards greater levels
of ‘entrepreneurship’ and this has had some success with large numbers of micro-firms being developed
over the last 20 years.
However, now there is a need for policy to transition. Inward investment has failed to transform the Welsh
economy under its current guise and too many of our small firms struggle to grow. Instead, the next Welsh
Government needs to look at how we develop a stronger cohort of Welsh-owned firms, by growing our
existing businesses and anchoring our supply chains in Wales.
The next Welsh Government should grow Wales’ small businesses by:
Instituting a programme to develop ‘medium’ sized firms in Wales
Building on what has been learnt from previous programmes such as the Accelerated Growth Programme,
the next Welsh Government should begin a programme of activity under the Business Wales brand
focused on supporting and developing a cohort of medium-sized firms. This would focus not on jobs
exclusively, but issues such as productivity, helping businesses to decarbonise and reduce their
environmental impact, access to markets, access to finance and skills.
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Put the Development Bank of Wales on a statutory footing for a long-term outlook
Since its institution during the previous Senedd term the Development Bank of Wales has made a
significant positive impact, helping address gaps in access to finance and protecting business through
the Covid-19 crisis. The next Welsh Government should put the Development Bank on a statutory footing
and give it a long-term time horizon. This would enable it to bring in other sources of capital, ensure its
independence from government, give confidence to markets and businesses and allow it to undertake
longer-term loans such as patient capital helping grow medium sized firms.
Improve Wales’ system of regulations
Since devolution in 1999, the scope of legislative competence in Wales has broadened dramatically.
The Senedd and Welsh Government now regulate many aspects of the business environment. Despite
this, little has been done to think about how we go about implementing regulations. In Scotland, the
Regulatory Reform Act 2014 set out an approach to regulation aimed at supporting businesses. The
next Welsh Government should review regulation in Wales with a view to introducing an approach that
improves the experience of business in complying with regulation.
Maintain the Business Wales brand and develop the service further
Following a number of different iterations of business support, Wales now has a well-established and
well-regarded business advice and support service in Business Wales. In our research Supporting
Success we identified the growing strength of the Business Wales brand and a service which delivers
good return on investment for the public purse. In fact, at a cost of £3,000 per-job delivers better value
than other economic development programmes. Despite this, it’s future is uncertain with doubts over
the future of regional funding. The next Welsh Government should reaffirm its commitment to Business
Wales by making it a statutory function under an Economic Development Bill. It should also aim to develop
it further, looking to move beyond job creation and focus more on business growth, productivity and
decarbonisation.
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The Wales Acts of 2014 and 2017 set out new taxation powers for the Welsh Government to exercise in
Wales on income tax, land transaction tax and landfill tax. It also gave the power to institute new taxes
in devolved areas. This means that for the first time, this Senedd election will be one in which not only
spending but taxation policy will be of key concern.
In our recent report, FSB Wales has set out how the next Welsh Government can develop an Enterprising
Welsh Tax Policy. Such a policy would seek to protect the revenues of the Welsh Treasury by helping to
grow the tax base and encourage investment by businesses.
The next Welsh Government should introduce an enterprising Welsh tax policy by:
Relieving the rates burden by introducing a Business Rate Freeze for the life of the next Senedd
Business rates are the single most important tax for businesses that occupy property in towns. If rates are
too high, businesses will avoid taking property in town centres and vacancy rates will increase. Similarly,
rates don’t apply to online trade, putting many businesses at an instant disadvantage compared to online
competitors. The next Welsh Government can ease this burden and rebalance the scales between high
street and online trade by freezing rates for the life of the next Welsh Parliament.
Committing to no income tax rises above England during the next Senedd
For this reason, FSB Wales believes that the next Welsh Government should make a commitment to at
the very least maintain the same tax rates as currently exist in England. By doing this, revenues will be
maintained that can be used to fund public services and investment in infrastructure whilst businesses
will not be at a competitive disadvantage to their counterparts in England in recruiting their workforce.
Instead, it is our view that Welsh Government should focus on growing the Welsh economy and growing
the Welsh tax base as a result.
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Increase investment through a new Business Rate Investment Relief
One of the largest issues around NDR is its disincentive to investment. The Scottish Government has
introduced a Business Growth Accelerator Relief to deal with these issues, leaving new build and
improvements a 12 month period before rates liability applies. We think the next Welsh Government
could match this and go further by removing certain types of new investments from the rating process
completely by introducing an Investment Relief for improvements that accord with government ambitions
on productivity and decarbonisation – for instance new plant and machinery and new energy efficiency
investments.
Explore the potential for targeted corporation tax reductions
The Holtham Commission which undertook its work between 2008 and 2010 recommended that the then
Welsh Government should explore the feasibility of corporation tax devolution. However, it did not favour
a blanket devolution; rather it called for the ability to vary corporation tax in Wales in line with Wales’
relative GVA performance. Whilst this recommendation has not come to pass, we believe it warrants
further consideration.
Instigating an SME test for any new Wales-specific taxes
The Welsh Parliament now has capacity to introduce new Welsh specific taxes in Wales through a
consenting process through the UK Parliament. FSB Wales is not currently convinced of the need for new
taxes at this moment in time, but should a future Welsh Government decide to pursue this route then an
SME test should be introduced in order to ensure it does not disproportionately impact on SMEs. Such
a test would involve ensuring new taxes do not provide barriers to entrepreneurship, innovation and
business growth, is not unduly punitive on certain types of businesses and is not merely aimed at raising
revenue without a reasonable justification for doing so.
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Covid-19 has accelerated the discussion on ‘building back better’ with suggestions of a programme of
green infrastructure building. It is important that Wales has the tools to ensure that infrastructure building
succeeds where it has failed in the past, and has the institutions and financial models in place to provide
consensus for a long term strategy, and the means to succeed in its delivery. This is vital for Wales
economic development, in building our skills base and employment opportunities, and in adapting to
future needs including our duty to fulfil our carbon reduction targets.
Develop a long term 30 year Infrastructure strategy
Wales needs a stable long-term infrastructure strategy with an institutional support to construct an
authoritative evidence led 30 year strategy, and the institutional means and finance tools to deliver.
Place the National Infrastructure Commission for Wales on a statutory footing
It is FSB Wales’ view that the National Infrastructure Commission for Wales’ remit needs to be made
significantly clearer, that it should be more public-facing and engaged more actively with stakeholders.
The National Infrastructure Commission for Wales should be placed on a statutory footing, and should
be empowered with the independence, budget capacity and tools to do the job properly. This statutory
certainty would also help engender confidence to infrastructure investment in Wales
Create a Local Infrastructure Fund of at least £100m
Infrastructure should focus as much on local projects as on ‘big bang’ projects to promote wider
sustainable growth. As part of its infrastructure strategy, Welsh Government should develop a Local
Infrastructure Fund of at least £100million. The National Infrastructure Commission for Wales should look
to ensure every region of Wales receives sufficient funding to develop its infrastructure.
Putting Welsh smaller businesses at the forefront of the digital future
The Covid-19 crisis has spurred Welsh SMEs to change their way of working, taking advantage of new
office systems, from cloud based services to decentralised models of working to click and collect.
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This can be harnessed to ensure we have a skilled sector, and a workforce that is ready for the future
challenges of Welsh firms. The next Welsh Government should set out an ambitious programme of digital
utilisation, helping companies to adopt the best technologies, be sufficiently trained in exploiting them
securely and safely.
Ensure cutting edge access to broadband and mobile connectivity for every corner of Wales
99% of SMEs see broadband as crucial to their businesses. The crisis has illustrated where gaps in
provision of quality and secure broadband across Wales have an impact on the market for SMEs, as
well as firms’ ability to deliver on their services. We need to continue to proactively secure broadband
provision where possible, and have Wales as a 5G ready nation able to take advantage of future
innovations from smart-agriculture and new food systems, to transport and wider trading online.
Set out a roadmap for our transition towards electric vehicles
The UK will ban the sale of petrol and diesel in 2030. With our research showing small firms were already
looking at 5-10 years as a realistic time to move to electric vehicles, there is a need for a strategy to
shift to such modes for businesses within this timeline. The UK and Welsh governments should look to
incentivise this shift by introducing tax incentives or scrappage schemes. At present, the cost of electric
vehicles and the lack of charging infrastructure are key barriers for Welsh businesses. This is particularly
important as the UK has an ambition to phase out petrol and diesel vehicle sales by 2030.
Introduce an advice line for SMEs on environmental issues through Business Wales
Wales’ small firms have a key role to play in our environmental transition as a nation, particularly as
we seek to achieve ambitious decarbonisation targets. As our research has found, the next Welsh
Government needs to help an environment approach become the ‘New Normal’. This should start by
introducing an advice line for SMEs on environmental issues through Business Wales, working with SMEs
on the regulatory framework for the environment. Crucially, this support will act as the first port of call for
firms who are dealing with reducing their carbon footprint and operating within the circular economy.
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Wales is a nation of towns with very few large urban centres. In order to reflect this, our economic policies
need to be capable of supporting businesses to develop in every part of Wales. This will rely on every
area, rural or urban, being able to achieve its potential. In order to achieve this, we need policies geared
up to supporting local wealth creation and retention.
The next Welsh Government can support and develop local economies by:
Make a SME friendly procurement a legal duty
The next Welsh Government should begin with a fresh start for procurement in Wales. Whilst much has
been done on this area, progress has been patchy and slow. The next Welsh Government should legislate
around procurement practice in order to drive best practice and to place SME friendly procurement as
a legal duty on public sector purchasers. Furthermore, the next Welsh Government should be a ‘market
maker’ looking to fill voids in Welsh supply chains with SME providers wherever possible.
Developing Foundational Economy 2.0: Three Foundational Economy Challenges
The foundational economy makes up parts of the economy that relate to everyday life such as social care,
utilities and housing. Over recent years the policy area has developed with growing smaller businesses
being at the heart of the agenda. The next Welsh Government should take this further by adopting three
Foundational Economy Challenges; in social care, decarbonisation of housing and food production. The
aim would be to solve the public policy challenges in those areas in a way which brings SMEs into the
solution, helping them to grow and prosper in the meantime.
Valuing self-employment within the Welsh economic strategy
At a time when the economy and business in Wales is subject to change and upheaval, the self-employed
sector continues to provide jobs and investment in local economies up and down Wales. However, it
is a sector that is little understood and often ignored. The next Welsh Government should value self-
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employment in Wales by instituting a review of the sector and placing it on a strong footing within its
economic development strategy. As our research has highlighted, individuals should be supported to gosolo.
Make planning for future economic shocks a function of the Future Generations Commissioner
The crises caused by Covid-19 has highlighted how fragile our economic environment is and how shocks
that start in a public health sphere can quickly impact on the livelihoods of individuals and businesses
across Wales. The Future Generations Commissioner has a clear role in considering Wales’ future
wellbeing. Our proposed economic development Bill would take this further by giving it a statutory
function to consider and review future threats to the Welsh economy and society of crises and ensure
public bodies are adequately prepared.

For more information visit fsb.org.uk
Call: 029 2074 7406
Email: wales.policy@fsb.org.uk
@FSB_Wales

