Llywodraeth Cymru
Welsh Government

WELSH GOVERNMENT
Budget Improvement Plan

gov.wales

OGL © Crown copyright 2022, Welsh Government, WG45898, Digital ISBN 978-1-80535-148-1
Mae'r ddogfen hon ar gael yn Gymraeg hefyd / This document is also available in Welsh
Rydym yn croesawu gohebiaeth a galwadau ffon yn Gymraeg / We welcome correspondence and telephone calls in Welsh



Contents

Introduction

Update on Progress against planned improvements during 2022
Spending Decisions
Fiscal & Economic Analyses and Assessing Impact
Infrastructure Planning
Welsh Taxes

Engagement

-_—

o o o0~ b~ b

Introduction

The Budget Improvement Plan outlines our vision, including short and medium-term ambitions
over the next five years, to improve the Budget process using the Well-being of Future Generations
Act (WFG Act) and the five ways of working to drive continuous improvement.

We have committed to publishing the Plan annually, to recognise the ongoing nature of driving
and sustaining longer term change. Our overall aim is that these planned improvements to

the Budget process will result in greater transparency in the annual Budget documentation

to demonstrate how the Act has influenced Budget decisions.

This updated Plan continues to show how we have built, or plan to build, on this work in future
years, including the measures we have undertaken during the current Budget cycle.

This year’s Plan is published against the ongoing backdrop of responding to the impacts of inflation,
the linked cost-of-living pressures that are affecting people across Wales, responding to the
ongoing crisis in Ukraine as well as living with the legacy of the Covid pandemic. Alongside these
there is an ongoing need to respond to longer term challenges like the climate and nature
emergency as well as ensuring the sustainability of public services. This acutely highlights the
importance of maintaining progress on our longer-term reforms, to ensure the processes that
underpin our Budget and tax decision making processes maximise the impacts of our fiscal levers.

To support us in this work we have established the Budget Improvement Impact Advisory Group.
The aim of this Group is to engage and influence improvements to our Budget and tax processes,

in turn supporting the delivery of the Budget Improvement Plan. The Group’s progress and influence
are set out within this Plan. Details of the Terms of Reference and minutes for the meetings held this
year, can be found on the BIIAG webpage.

We have also continued to engage with other Governments across the world, sharing experiences
to drive improvements to Budget processes as well as continuing our work on the well-being
agenda which is essential in the very challenging times we are facing.

Alongside this we have made progress in a number of areas in our Plan. This includes our

work with Children in Wales'’s Young Wales Project Board who will work with us throughout 2023

to co-produce a Young Person’s version of the Budget Improvement Plan. This will involve working
together with officials across Welsh Government; publication of the Young Person’s version of the
Budget Improvement Plan will be alongside the Draft Budget, currently intended in December 2023.

We have made significant improvement to our tax processes, further details of which can be found
in the update section.


https://gov.wales/budget-improvement-and-impact-advisory-group

We have continued our work to embed gender Budgeting across Welsh Government. We have
worked with a range of colleagues, both internal and external, to promote a better understanding
of gender Budgeting. We continue to learn from our three existing gender budgeting pilots,
working collaboratively across the areas to share the ongoing learning and inform how this work
can be further embedded and expanded. This will help meet our aim of moving away from specific
pilot activity to the practice being truly mainstreamed across the organisation.

If you require any additional information on the Budget Improvement Plan, then please contact
BudgetlmprovementTeam@gov.wales

Pages 4, 5 and 6 of this Plan include a more detailed summary of our progress made across our
Budget and tax processes.

The Budget Improvement Plan is designed around 5 key areas of process:
1. Spending Decisions
2. Fiscal & Economic Analyses
3. Infrastructure Planning
4. Welsh Taxes
5. Engagement

1. Spending Decisions — We are reviewing how we can improve our existing processes across
Welsh Government to identify and develop better spending proposals, to improve capabilities
and help us to prioritise decisions that more clearly align with the well-being goals and ways

of working and explore opportunities to improve longer-term planning.

2. Fiscal & Economic Analyses and assessment of Impact — We continue to evaluate how we
can improve existing Fiscal and Economic Analyses across Welsh Government to better identify
and assess the impact of our Budget decisions.

3. Infrastructure Planning — Using the Wales Infrastructure Investment Strategy (WIIS) to explore
how we can improve our processes to align strategic priorities and decisions on capital investment,
noting the long-term nature of capital expenditure and the need for greater integration.

4. Welsh Taxes — How we can take forward delivery under our Tax Policy Framework ensuring

it is aligned with our five tax policy principles. Our focus is to raise revenue to fund public services
as fairly as possible; to consider how the existing tax levers at our disposal can be used to deliver
Welsh Government Programme for Government commitments; and to develop our future tax
interests in order to deliver wider fiscal and policy objectives. In line with the tax policy principles
set out in the Framework, we will aim to ensure we develop tax policy so that our taxes are simple,
clear, progressive and stable, with legislative and administrative clarity and efficiency.

5. Engagement — We continue to develop a strategic approach to engagement on the Budget,
including raising awareness of public spending and taxation; engaging meaningfully with

key stakeholders and individuals impacted by Budget decisions to discuss and consider their
views; and working collaboratively with stakeholders to shape improvements to spending

and taxation proposals.

The conceptual diagram on the next page sets out the relationship between the different aspects
of the Annual Budget included in this Plan and summarised above.


mailto:BudgetImprovementTeam%40gov.wales?subject=

How does it all work together?
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Update on progress against planned
improvements during 2022

A summary of progress against planned improvements during this period is provided below.
Despite the challenging context during the year, we have again been able to make good
progress in several areas. As is the nature of systemic and long-term change, in some areas
we have had to adapt our plans to reflect the changing circumstances and to demonstrate
learning; delivering our ambitions will require an adapted approach. In the first year of the
Budget Improvement Impact Advisory Group we have spent time establishing the Group and
together the Group has explored how Welsh Government undertakes its Strategic Integrated
Impact Assessment (SIIA). A sub-group was established and a shared plan of work is being
developed with some changes being implemented in time for publication of the SIIA in
December 2022. Work will continue on the SIIA into 2023 as well as carrying out work on how
we can embed prevention into our processes. Further details of BIIAG’s work Plan for 2023 will
be published on BIIAG’s web page in the new year. Our ambitions continue to be reflected in
our future Plan albeit with adjusted timescales.

Spending Decisions

- Following last year's UK Government Spending Review, where budgets were allocated
over a three-year period up to March 2025, we have undertaken a Spending Review up to
2024-25 which included a fundamental zero-based review on capital spending. In undertaking
this Spending Review, we reflected on some of the processes that underpinned this approach
and developed this year’'s Budget process to learn from this approach and build on the
substantive work that informed the Spending Review. We have continued to explore how we can
better take an integrated approach to budgeting to enable us to better understand the impact
of our spending decisions. We have worked with the BIIAG to consider how we can reform these
processes in the longer term as well as making improvements to our SIIA this year. In the context
we have faced, we have also sought to build how we can better understand the intersectional
and unintended impacts of our spending decisions to allow us to maximise the impact of
available funding.

« We have formally established the Budget Improvement Impact Advisory Group (BIIAG).
Alongside working with the Group to help build their understanding of the work we are
undertaking and to develop a shared agenda, it has been actively influencing improvements
to our Budget and tax processes. Substantively the Group has been working with us to explore
how we can review our Strategic Integrated Impact Assessment approach which has included
reforms to the presentation of the document in this Budget.

« We have continued to engage with other Governments to share Budget improvement
experiences, most recently with Scottish, Canadian, Icelandic and New Zealand Governments.
This is helping shape learning on our areas such as Spending Reviews, gender budgeting
and Budget engagement.

Given the context we have faced, our 2023-24 Budget has sought to balance the short and
longer term challenges we face alongside targeting investment where it can best prevent
further harm against the most disadvantaged. We had also intended to engage with BIAG
to shape more fundamental reforms but given the focus this year on establishing the Group
and acknowledging the need to spend greater time exploring work on impact assessments,
we recognised the need to delay substantive work on how to further embed prevention into
our processes. We will continue to explore how a whole budget approach to preventative
activity could be best supported and will be working collaboratively with the Budget
Improvement Impact Advisory Group to achieve this.

We have also maintained delivery on prevention through refocusing the Invest to Save fund
to concentrate on taking forward our Programme for Government commitments relating to
improving outcomes for looked after children across Wales. The first tranche of funding has
been agreed, aimed at supporting foster carers. Future work will be undertaken to further
support adoption and fostering.

Fiscal & Economic Analyses and Assessing Impact

By drawing on the available data and evidence, Welsh Government economists have continued
to play a central role in producing economic analysis and briefing on the evolving economic
challenges related to the cost-of-living crisis, the pandemic and the transition to new trading
relations with the European Union. This has included presentations to Cabinet and senior
officials, the preparation of bespoke analysis and assessments set out in an internal Monthly
Economic Report. We are continuing to improve our understanding of our investments on Net
Zero, by focusing on delivery of the Wales Infrastructure Investment Strategy. Our Net Zero
Delivery Plan contains further analysis on the impact of the policies and actions of Welsh
Government and our partners on greenhouse gas emissions.

We will continue to develop the Chief Economist's report to complement the Well-being of Wales
Report, and developing Value for Money guidance, including advising on the application of
Green Book principles in the context of the Future Generations Act.

We remain committed to reviewing our approach to assessing impacts. For the 2023-24 Draft
Budget, we have collaborated with the Budget Improvement Impact Advisory Group and are
developing a shared Plan to make improvements to the Strategic Integrated Impact Assessment.
At the request of the Group, we have made clear links as to how impacts were considered in

the budget decision-making process. We have maintained evidence of overarching impacts
affecting society, alongside fewer but more detailed case studies on the impacts of specific
spending decisions.

We have continued to evolve our work to embed a gender focused approach in a number

of areas and are ensuring that Welsh Treasury are driving forward this important activity.

To guarantee we are learning lessons from others, we have used our links through the Well-being
Governments network (WeGo) to continue and formalise our engagement with world leaders
such as Iceland and Canada and widen our networks with others operating in this area. We are
working closely with members of the Budget Improvement and Impact Advisory Group (BIAG)

to look at how a tool such as gender budgeting can assist us in strengthening our budget and tax
processes, with a particular focus on how we assess the impacts of our spending decisions.



a1

Changes to this process are being considered both in the short and longer term with a clearer
plan of action being developed collaboratively with the group and further detail can be found
within this Plan.

While the evaluation of the Personal Learning Accounts (PLA) has not yet been published
externally, the findings have provided valuable insight on understanding some of the challenges
of embedding a gender budgeting approach in a specific delivery area. It is expected that the
evaluation will be published in Spring 2023.

We have worked closely with the evaluation team to ensure that we learn from these early
findings, to utilise them to inform changes to the programme design for the new academic

year and ensure these are being shared across the pilot areas. We have engaged with service
delivery providers, providing training to build their knowledge and capability in understanding

of gender budgeting principles. The PLA pilot has highlighted the importance of training and
support to ensure a consistent understanding is held across a project team and its delivery chain,
particularly during times of change. The importance of accurate and consistent data collection
has also been a key area highlighted and specific work is underway across the programme

to address this.

The PLA programme is how working to consider what learning can be taken from the equalities
mainstreaming pilot which took place in relation to the Net Zero Skills Plan. They are considering
how using a gender budgeting approach in PLA could support implementation of part of this
longer-term Plan.

Within the Young Persons Guarantee (YPG) pilot we have recently agreed a number of newer
pilot projects specifically focussing on generation Z which will adopt a gender approach from
the design phase. Other packages within YPG that have been established for several years have
undertaken a review to assess the gender and intersectional focus within those assessments.

This learning has been integral in identifying gaps in gender and intersectional focus and
projects are now beginning to revisit these assessments using an intersectional approach.
Consideration can then be given to project design and resource allocation.

The E-Move project being delivered by Sustrans Cymru operates a free, community-based
e-bike loan scheme in five areas of Wales, most with high levels of deprivation. It promotes and
gathers evidence from participants on e-bike usage. Analysing the data collected using a gender
and intersectional lens, allows the project to consider the range of characteristics of people
accessing the scheme, help to understand some of the barriers to participation and how resource
can be directed to address these barriers. The finding from this analysis is informing the design
of the next phase of activity.

We are using the learning from the different strands of activity in embedding gender budgeting
to help inform the support we are providing through our learning offer to officials from across
Welsh Government. This will be key in supporting a move from focussing on pilot activity to
mainstreaming this approach to support better policy making and resource allocation across
the organisation.

We published a distributional analysis of public spending in Wales alongside last year’s Budget
which set the indicative spending plans for 2023-24 and 2024-25. As usage of public services
has not altered significantly, this analysis is relevant for the 2023-24 Budget. We will publish
updates when significant changes occur on usage of public services or the allocation of spend.
We have explored the analysis of specific policy interventions using distributional analysis,

for example active travel, however we have concluded that these are best interpreted using
specific data from evaluation and monitoring. The analysis we have published focuses on the
largest areas of devolved spending, providing a high-level understanding of how progressive
spending on these areas is. This analysis continues to underpin our budgetary considerations
on public spending. In addition, distributional analysis plays an important role in our tax decisions
and has been used in our work to support people with the cost of living.

Infrastructure Planning

With the publication of the Wales Infrastructure Investment Strategy (WIIS) in 2021, we set

out a ten-year vision for the outcomes which investment in infrastructure should enable.

The strategy is underpinned by several cross-cutting principles including more collaborative,
joined up infrastructure planning and delivery. As one of the critical steps needed to deliver the
ambitions of the WIIS, we have published an investment project pipeline, setting out the planned
infrastructure investments over the next three years of not only the Welsh Government, but also
those of our local authority partners and other public and private organisations. By sharing the
infrastructure plans of multiple organisations and sectors we aim to support the identification

of opportunities to collaborate and join up planning and delivery of investments in Wales.

Welsh Taxes

We are continuing to progress our commitments and take opportunities to use our existing tax
levers to benefit Welsh taxpayers and deliver wider Welsh Government policy objectives.

In November 2021, we published the Tax Policy Work Plan for 2021-2026 to coincide with
publication of the updated Tax Policy Framework. The Workplan sets out our tax policy

priorities to deliver strong and stable tax devolution and support delivery of our Programme

for Government commitments in relation to devolved and local taxes. Our Tax Policy Work Plan
provides clear direction and certainty in respect of our tax policy priorities for the next five years.

In December 2021, we published our first annual report against the five-year Tax Policy Work
Plan. We are continuing to report progress annually against our Tax Policy Work Plan. The next
Report will be published alongside the Welsh Government's December 2022 Draft Budget.

Earlier this year the independent reviews of our two fully devolved taxes, the Land Transaction
Tax (LTT) and the Landfill Disposals Tax (LDT), were commissioned and are due to report
early 2023.



Work to deliver the Programme for Government commitment to introduce legislation permitting
local authorities to raise a visitor levy has been taken forward including publishing a consultation
document in September 2022, undertaking a range of engagement sessions with stakeholders
and commissioning research into different aspects of designing a visitor levy.

In response to the Programme for Government commitment to “develop further effective tax,
planning and housing measures to ensure the interests of local people are protected”, we are
progressing work with our stakeholder partners on a framework for local authorities to bring
forward areas they would like to be subject to a set of separate LTT rates applying to second
homes and short-term holiday lets.

In September 2022, Royal Assent was given to the Welsh Tax Acts etc. (Power to Modify)

Act 2022. This Act provides Welsh Ministers with greater flexibility to respond when changes
are needed quickly to the Welsh Tax Acts as a result of external events. Work will commence
on establishing the longer term architecture for the Welsh Government and the Senedd to make
changes to the Welsh Tax Acts.

In October 2022, we introduced changes to LTT main rates and bands following the
UK Government’s decision to change its equivalent stamp duty rates and bands. These changes
were dlready under consideration by the Welsh Government.

During this year we have continued to build constructive working relationships with HMRC
and HM Treasury on reserved taxes. The engagement has meant issues to be addressed being
highlighted earlier, supporting better policy making.

We are continuing to improve Welsh Government internal processes so that, where appropriate,
taxation is considered as part of policy development, to ensure that there are no unintended
taxation or other liabilities.

Engagement

We have developed a strategic approach to engagement on the Budget, by raising awareness
of public spending and taxation; engaging meaningfully with key stakeholders and individuals
impacted by budget decisions to discuss and consider their views; and working collaboratively
with stakeholders to shape improvements to spending and taxation proposals.

We held our annual tax conference on 23rd November. The tax conference helps promote the
Welsh tax agenda. The agenda included a range of presentations including the Office for Budget
Responsibility and the OECD.

Our Welsh Rates of Income Tax calculator published on gov.wales was updated to provides
an interactive way of illustrating how Welsh Rates of Income Tax is spent on key public services
in Wales.

We continue to work closely with the Welsh Revenue Authority, the body responsible for the
administration and management of the collection of the two fully devolved taxes in Wales.

We also maintain our Service Level Agreement with HMRC to administer and manage Welsh
Rates of Income Tax.

We take a co-ordinated and strategic approach to communications and engagement, ensuring
activity aligns with Ministerial objectives. Engagement and collaboration with our key partners
and stakeholders continue to be a priority, particularly given the current challenging and
complex Budget situation.

We have engaged with our key partners, including local authorities, Statutory Commissioners,
third sector organisations and social partners, in advance of the preparation of the Draft Budget.
This provided the opportunity the Minister for Finance and Local Government to set out the
challenging economic and fiscal position; and for partners to set out their views on priorities for
funding to achieve the greatest impact and benefit, as we work collectively to respond to the
current context and tackle longer term challenges including the climate and nature emergency.

Work to improve budget literacy and engage with young people on Welsh taxes and the
Budget is underway. We have developed an animation on the Welsh Budget for children and
young people. This animation will be published as part of a suite of content on the Draft Budget.
It will also feature in our engagement work with the members of the Children in Wales’s Young
Wales Project Board as part of our budget literacy activity on co-production of the Budget
Improvement Plan.

We continue to raise awareness of Welsh Rates of Income Tax, including promotion of the tax
calculator, which was developed to illustrate the amount of money Welsh citizens pay on their
Welsh Rates of Income Tax and where that money is being spent. Public awareness that the
Welsh Government is able to set different income tax rates in Wales stands at 32%.

Building on the work we have undertaken to engage young people in Welsh Government
budgetary matters, our next step will be to develop a young person’s version of the Budget
Improvement Plan. We will continue to use key fiscal events, such as the publication of the Draft
Budget on 13th December 2022, to raise awareness of how money is raised and spent in Wales.


https://gov.wales/calculate-welsh-income-tax-spend?_ga=2.137662131.2042783148.1670319057-1554044818.1666272935

Spending Decisions
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Prevention agenda

2023-24 Budget planning
and production

In the New Year we formally established
a Budget Improvement Impact and
Advisory Group. The main purpose of
this Group is to engage and influence
improvements to Budget and tax processes
and in turn support the delivery of the
Budget Improvement Plan. This Group has
provided expertise and evidence to directly
advise the Minister for Finance and Local
Government on strategic Budget priorities.
This direct advice is valuable in better
informing spending choices on Budget
allocations as part of the Budget process.

We have continued to engage with other
Governments and the Budget Improvement
Impact and Advisory Group on Budget
processes. The Budget Improvement Impact
Advisory Group has been working with us
exploring how we undertake the Strategic
Integrated Impact Assessment (SIIA) and
a shared plan is being developed with early
changes reflected in the SIIA published
in December 2022.

Due to the extensive work that the Budget
Improvement Impact Advisory Group (BIIAG)
carried out on the Strategic Integrated
Impact Assessment we were unable to
proceed with the prevention work we had
planned. Prevention work will be prioritised
within BIIAG's 2023 work plan.

2022 2023

2024-25 Budget planning
and production

January 2023 review the membership of the
Budget Improvement Impact Advisory Group
and make any amendments to ensure that
the Group is fully aligned to the delivery
of its outcomes. January 2023 agree the
Budget Improvement Impact Advisory Group
work plan for 2023.

We are working with the Budget Impact
Improvement Impact and Advisory Group to
develop and agree as part of the 2023 work

programme what work we can undertake
to develop wider reforms to the SIIA building
on work from 2023-24 Budget.

UK General
Election?

Senedd
Election?
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2025

2025-26 Budget planning 2026-27 Budget planning
and production and production

¢

2027-28 Budget planning
and production

Continue the role of the Budget Improvement Impact Advisory Group to ensure it delivers its outcomes, continues to engage and influence
improvements to Budget and tax processes and support the Budget Improvement Plan.

Continue to work with the Budget Improvement Impact Advisory Group (BIIAG) with an aim to embed an approach where spending proposals
are developed by considering their long term benefits, balanced against short term needs, their ability to prevent problems occurring or getting
worse, and have been influenced following consultation and engagement with stakeholders impacted by the activity.

Work with the Budget Improvement Impact Advisory Group to shape the future of the prevention agenda. Subject to findings from previous work, explore how a whole budget approach
to preventative activity could be best supported; consider potential evaluation to test practicalities and impact of shifting spend towards preventative activities; and the conditions needed

to do this effectively across the whole organisation.

We are refocusing the Invest to Save fund to concentrate on taking forward our Programme for Government commitments relating to improving outcomes for looked after children across Wales.
The first tranche of funding has been agreed which is aimed at supporting foster carers. We are in the process of drafting advice on further projects supporting adoption and fostering.
This work will be subject to evaluation to assess the effectiveness of the approaches in the relevant fields.

Publication of a new Wales Infrastructure
Investment Strategy to be developed by
drawing on a robust evidence base to
integrate consideration of other essential
benefits — including decarbonisation, climate
resilience and biodiversity — so that these
major investments have the maximum
positive impact on Wales’ wellbeing.

Following publication of the Wales
Infrastructure Investment Strategy (WIIS)
in 2021, a project pipeline has been
published which identifies the critical steps
needed to deliver the ambitions of the
WIIS. The pipeline sets out our planned
infrastructure investment and those of our
public and private sector partners over the
next three years. Further editions of the
pipeline will be published in future years as
we continue to work with our partners on
their approach to infrastructure planning
and build on the work in the BIP.

Set the level of the third carbon budget (2026-2030)

Publication of Net Zero Wales
(2026-2030)
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2022 2023

2023-24 Budget planning
and production

2025

2024-25 Budget planning 2025-26 Budget planning 2026-27 Budget planning 2027-28 Budget planning
and production and production and production and production

Continue to develop strength of current evidence base to provide assurance around value for money to support prioritisation of investment, building on the model developed. Review budgetary approaches against emerging evidence
on decarbonisation and biodiversity, reviewing current spending plans to minimise carbon impacts and accelerating forward planning for those areas with which government interacts.
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Enhance approach or promote existing approach to appraising financial decisions to avoid the risk that Welsh Government would support infrastructure that increases emissions without a clear understanding of how the impact would be mitigated,
and how the mitigation would be funded. Continue to explore the principle of aligning financial and carbon budgets, alongside the developing evidence base.

As a result of the multi year spending review
carried out in 2021, indicative departmental
spending plans for 2022-23 were published
in December 2021. Inflationary pressures
have resulted in real term reductions to
the value of the Budget for 2022-23.
We have worked with departments to
maximise the impact of all available
funding, with a focus on protecting front
line services, delivering the Programme
for Government and addressing the cost
of living pressures affecting people across
Wales. We have continued to work with

Align financial and tax plans to push longer-term financial plans. Work with the Budget Improvement Impact Advisory Group and stakeholders to produce shared longer term plans of how
indicative forecasts could usefully be used. Explore what lessons can be learnt from international stakeholders about how they undertake a longer horizon, particularly on revenue and how
they undertake long term Spending Reviews. These will need to be multi-year programmes and be built on lessons from previous year.
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£ 9 Welsh Government officials have continued
'g a'-) to work with the Wellbeing Economy
8_ (o)} Government (WEGo) Network; members
n % include Government officials from Scotland, Continue to explore the work of other Governments and their approach to longer-term financial planning; identify the lessons we can learn in Wales as part of our plans to explore options
= Iceland, New Zealand and Canada. for longer-term Budgets for the period for which we have funding settlements or to reflect new Government priorities.

This Network has shared ambition to
deliver and improve wellbeing through their
economic approach.

Ongoing review existing evidence, including the future trends report, UK Committee on Climate Change advice and the Nuffield modelling to support Budget discussions.
This will include working with departments as they shape their impact assessment work.

We have adopted a new fiscal strategy as part of the 2022-23 Budget to maximise available funding, including adopting a new reserves strategy and capital overprogramme.
As part of the supplementary Budget process we are monitoring progress of this approach. Going forward we will review the strategy to determine any necessary changes to this approach.

Both the Second Supplementary Budget of 2021-22 and the First Supplementary Budget of 2022-23 continued to provide a comprehensive narrative of the significant allocations and reprioritisations
of existing budgets and their impacts, to enhance transparency.

Supplementary Budget
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Transparency of
Budgetary data

Fiscal Analysis

Assessing Impact of Budget decisions

2022 2023

2023-24 Budget planning
and production

Welsh Government officials have worked
with stakeholders and the Budget
Improvement Impact Advisory Group to
deliver training on budget literacy. Work has
commenced with Children in Wales, Young
Wales Project Board to co-produce a Young
Person's version of the Budget Improvement
Plan for publication in December 2023.

UK General
Election?

plopZ

2024-25 Budget planning
and production

Continue to work with Children in Wales,
Young Wales Project Board to publish
a co-produced version of the Budget
Improvement Plan in December 2023.

Senedd
Election? ‘

2025

2025-26 Budget planning 2026-27 Budget planning
and production and production

2027-28 Budget planning
and production

Continue to refine and improve the transparency of Budget information, working with external stakeholders,
with the aim of improving understanding of and engagement with the Budget.

Maintain distributional analysis model and take account of new and/or improved data sources. Results from the model are fairly stable over time so updates will be published when significant changes occur
on usage of public services or the allocation of spend.

We have worked with the Budget
Improvement Impact Advisory Group and
explored how we undertake the Strategic

Integrated Impact Assessment. A sub-group
was established and a shared plan of work
is being developed with some changes
being implemented in time for publication
of the SIIA in December 2022. We have
continued to work with other Governments
in Scotland, New Zealand, Canada and
Iceland on their approaches on the purpose
and aims of the SIIA.

Ongoing monitoring of data from PLA programme, and
consider outputs from the interim findings from the formal
evaluation due in June 2022, to inform whether a different
approach is needed to promote the take-up and delivery
of the offer to specific groups of people.

Undertake two further pilot projects in Active Travel and the Young Persons Guarantee.
Produce interim reports on findings from gender budgeting pilots to set out key findings

Use tax distributional analysis tools to inform budgetary decisions.

We are working with the Budget Improvement Impact Advisory group to take forward actions
in 2023 and continue to work together to develop a robust and transparent approach
to impact the assessment of spending decisions:
« Building on stakeholders' views on its purpose;

- How to more effectively and visibly demonstrate the WFG Act as the underpinning
framework for all other duties;

- Developments to the distributional impact assessment of public spending in Wales;

- Ambitions for gender budgeting including using a gender lens to take
an intersectional approach;

- Considering the balance of long-term versus short-term goals and impacts
of spending decisions.

Consider implications
from final evaluation
of PLA programme to
determine extent to which
a 'gender focussed'
approach is fully embedded,
identifying lessons learned
and good practice.

and any changes in policy development or delivery as a result.

Implement an improved impact analysis of the Budget that effectively considers all
the developments in previous years, in a way that more clearly demonstrates how the
WEFG Act underpins all these considerations. This will include addressing recommendations
from a commissioned review (if applicable).

Review approach to date, and consider the value of commissioning a review of the approach to inform

future implementation plans for gender budgeting.

Consider implications and findings from the pilots to determine extent to which a 'gender focussed' approach is fully embedded,

identifying lessons learned and good practice.

Continue to identify policy areas for further pilot activity and opportunties for shared learing across the public sector in Wales.
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2023-24 Budget planning
and production

We have continued our work to embed
gender budgeting across Welsh
Government. We have worked with a range
of colleagues, both internal and external,
to promote a better understanding of

gender budgeting and understand what We will continue to develop and engage with others on gender budgeting. We will do this by regularly engaging with and learning from other Governments including Scotland, New Zealand,
support people need to make this important Iceland and Canada. We will also be engaging with the Welsh Womens Budget Group and other stakeholders through the Budget Improvement Impact Advisory Group (BIIAG) to develop our
culture change in the way we develop approach to gender budgeting. Our approach will need to be developed in collaboration with finance leaders within Welsh Government departments, to recognise their role in determining budgets
policy and allocate our resources. We are within individual Ministerial portfolios, which takes place independently of, but feeds into, the annual Welsh Government Budget.

now working on a package of support
and continue to draw on expertise from
colleagues outside Welsh Government both
here in Wales and internationally to support
this ongoing journey.

Continue ongoing collaborative work with key internal stakeholders such as Heads of Finance and the Policy profession, and Equalities teams, to support developments to impact assessments at portfolio level and develop wider understanding
and application of gender budgeting approaches to policy development and ‘budgeting’ activities across Departments.
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Provide Welsh specific advice to ensure that Green Book principles are applied in relevant policy areas in a way that accords with the values of the Welsh Government.

Fiscal Analysis and Assessing Impact

Produced regular economic analysis and
briefing on the evolving economic crisis
related to the cost of living, the pandemic
and the transition to new trading relations
with the European Union. This has included
presentations to Cabinet and senior officials,
the preparation of bespoke analysis
and assessments set out in an internal
Monthly Economic Report.

Further development of the annual Chief Economist's Report to complement the Well Being of Wales
report by focusing in more detail on the Welsh economic and fiscal context.

Economic Analyses

Exploration of how Welsh Government internal processes and machinery can be opimised
to maximise the impact of our investments against the domain-based outcomes in the WIIS,

g; and to support the delivery of the broader cross-cutting actions

E [ [

£ As the end of the three-year capital

o Development of evaluation and monitoing settlement (ending at 2024-25) approaches,

3 approach to assess the extent to which and dependent on the provision of a

g the investments set out in the IFP have Continue development of evaluation Continue development of evaluation subsequent multi-year capital settlement

=] delivered against the outcomes in the WIIS. and monitoring approach. Consider if and monitoring approach. Consider if from HM Treasury, undertake the

8 and exploration of how Welsh Government the proposed approach could be piloted the proposed approach could be piloted development of the second Infrastructure

“E internal processes and machinery in some targeted areas. in some targeted areas. Finance Plan, drawing on the consistant

- can be opimised to maximise delivery strategic outcomes set in the WIIS, and
against outcomes. reflecting the outcomes of the evaluation

and monitoring approach.
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In November 2021 published 5 year Tax Policy Work Plan (2021-26). Plan to publish Annual Tax Policy Report to coincide with the Welsh Government Draft Budget.

2022 2023

2023-24 Budget planning
and production

In 2022, the independent reviews of our two fully devolved taxes, the Land Transaction Tax
and the Landfill Disposals Tax were commissioned. Both are due to report early in 2023.

In October 2022, we introduced changes to
LTT main rates and bands following on from We are also exploring how we can most effectively and efficiently utilise the Welsh Government’s assurance products and processes

the UK Government’s decision to change its to maximise delivery against outcomes, drive best practice and improve joined-up development across the Welsh Government.
equivalent stamp duty rates and bands.

The UK Government Plastic Packaging Tax
came into force on 1 April 2022. This new
tax applies to plastic packaging produced

in, or imported into, the UK which does
not contain at least 30% recycled plastic. Consider how to use broader policy, legislative and tax levers with policy partners to address the climate emergency and deliver our wider environmental objectives.

Detailed guidance has been produced to This includes working with the Waste policy colleagues and the UK Government in Extended Producer Responsibility and Carbon Trading Emissions Schemes.

outline in more detail what plastic packaging
the tax applies to, who is responsible
for paying and accounting, tax returns
(reporting) and record keeping.

The Tax Policy Framework was reissued

n November 2021. The Policy Framework Continue to develop the evidence base underpinning the development of tax policy.

sets out the principles and objectives o i : I . .
o TrorTin Wielisln [ Tstiens! furiure simiesy This includes drawing on analytical support within Welsh Government and with HMRC through our Service Level Agreement.

and policy development.
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Ongoing work to enhance Wales' tax capabilities in the areas of policy, analysis, communications and engagement, research & evidence, and administration.

Work to deliver the Programme for
Government Commitment to introduce
legislation permitting local authorities

to raise a visitor levy has been taken N ) - s ) -
vy Progress the work to develop the legislative arrangements and associated processes to permitting local authorities to raise a visitor levy.

forward including publishing a consultation o S
daumET, U eEEk e & E e 61 (Exact timing dependent on the legislative programme.)

engagement sessions and commissioning
research into different aspects of designing
a visitor levy.
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and production

Royal assent given to the Welsh Tax
Acts etc. (Power to Modify) Act 2022
in September 2022. Continue to develop
legislative proposal to provide Welsh To review the operation and effect of the Act including exploring alternative legislative mechanisms for making changes to the Welsh Tax Acts.
Ministers with an additional tool to respond
when changes are needed quickly to the
Welsh Tax Acts.
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We will continue to build constructive working relationships with HMRC and HM Treasury on reserved taxes.
We are also developing our internal processes to ensure that, where appropriate, taxation is considered as part of policy development, to ensure that there are no unintended taxation or other liabilities.
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Develop more targeted messaging and
communications to illustrate the impact
of spend across Government departments
and Budget areas.

Moving from awareness to engagement drawing on good practice identified, to help assess the impact of Budget decisions and influence spending priorities.

Develop new methods for informing
our stakeholders on the Budget
process, and how they can inform
and have influence.

Continue to engage with stakeholder groups to ensure their view on funding priorities are sought in a timely manner to influence Budget priorities.

)
qc, Develop content library to incorporate

GE) insight from targeted groups into new

o)) Seek insight from targeted groups with material. Continue engagement work with ; " ) ) : ) : ) :

© ) ) ] : ) Continue to explore opportunities to use social media and improve published Budget documentation to disseminate key
= aviewto developing Budget literacy the members ofthe Children in Wales messages simply, increasing citizen awareness of Welsh Government Budget (tax and spending)

Lﬁ content to support engagement. Youth Board as part of our Budget literacy 9 P, 9 9 P 9

activity on co-production of the Budget
Improvement Plan.

Ongoing capture of insight around citizen experience and awareness in order to inform developing narrative for COVID-19 context, recovery context and future involvement.
Ongoing monitoring and evaluation of communications activity to ensure delivery against objectives and to continually assess targets and reach.

[ [
Work with partner organisations, and draw

on expertise from the new Budget
Improvement Impact Advisory Group.

Reflect on learning and advice to inform and develop 3 year engagement strategy to build on and strengthen engagement efforts
with the aim of increasing impact at both stakeholder level and amongst wider citizens in Wales on Budget priorities.
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As devolved tax responsibilities mature, continue to utilise the Tax Engagement Group as a vehicle to explore, support and inform policy making, identifying future opportunities and challenges.
Annual review and evaluation process of input to inform subsequent years.

Welsh Treasury's annual tax conference (typically held in the Autumn) — helping to deliver on our commitment to open, honest and transparent approach to tax policy. The conference brings together stakeholders from across Wales,
the UK and from international partners to help promote the Welsh tax agenda, share good practice and latest developments on tax policy and invite input to help inform policy development.

)
c
(V]
£
()
()}
@©
(o))
=

L

Regular mapping and analysis of stakeholders for tax areas to ensure effective whole engagement effort for tax agenda. Review methods for measuring impact engagement efforts.

Develop more targeted messaging and communications to illustrate the impact of spend across Government departments and Budget areas.
Consider ways of working across Government to target messaging in these areas, increasing awareness and encouraging wider engagement.

Key

WFG Act — Well-being of Future Generations (Wales) Act BELs — Budget Expenditure Lines

SIIA — Strategic Integrated Impact Assessment of the budget WIIS — Wales Infrastructure Investment Strategy
A — Integrated Impact Assessment LTT — Land Transaction Tax

UKCCC — UK Committee on Climate Change FGC — Future Generations Commissioner
WCPP — Wales Centre for Public Policy PLA — Personal Learning Account

MEGs — Main Expenditure Groups
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