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Editoria l
This Review follows in the wake of considerable polit ical change in the UK. An inconclusive general elect ion in May 2010 led to a

coalit ion between the Conservat ives and Liberal Dem ocrats, the popular ity of which is already proving to be content ious, as

respect ive elect ion m anifestos have to bow to auster ity m easures. The figures reported in this Review show that  2010 was

generally a year of recovery, but  the im pact  of public expenditure cuts is yet  to be felt .  

Welsh Econom ic Review

The last  Review focussed on Green

Energy – a topic likely to have relevance

for m any years to com e. This issue has

an equally im portant  and related focus:

Wales’ food sector. While agriculture

m akes only a sm all cont r ibut ion to

Welsh gross value added, it  is crucial in

term s of stewardship of the landscape

and because of its interconnectedness

with the food and dr ink sectors in

Wales;  all of which have the potent ial to

part icipate in Wales’ sustainable future.

This issue’s interview is with Elin Jones

AM, the Welsh Assem bly Governm ent

Minist er  for  Rural Affairs.  While

understanding the value of Welsh red

m eat  exports she is m indful of the need

to increase local food awareness and

consum pt ion in t he int erest s of

sust ainabilit y.  Lat e last  year  she

launched a new food st rategy ‘Food for

Wales, Food from  Wales  2010-2020 ’

which faces this challenge and others. 

This Review also features three art icles.

Pet er  Midm ore of  Aberyst wyt h

University exam ines the cont r ibut ion of

t he agr i- food sect or  t o t he Welsh

Economy with part icular reference to

the im pact  on em ploym ent  of sector

supply chain relat ionships. He concludes

that  the growth of food exports m ay not

deliver  prosper it y  in a sust ainable

m anner,  while encouraging local

consum pt ion of local produce m ight .

This chim es with Calvin Jones’ view in

the Polit ical Economy sect ion. 

I n the second art icle by Kevin Morgan of

Cardiff University, the two them es of

food and social well-being are exam ined

by plot t ing the history and developm ent

of school m eals provision from  the

1880s to the present  day;  the m ost

recent  im provem ent s t o which are

threatened by im pending cuts in public

expenditure, and the change in the

polit ical landscape. 

Melanie Jones, David Blackaby and Phil

Murphy of Swansea University in their

ar t icle ‘Childhood Obesit y  in Wales’

report  the init ial results of their  work

which com pares t he occur rence of

obesity at  the UK level and within Wales,

and the relat ionships between childhood

and adult  obesity. 
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W orld Econom y

I n October the I nternat ional Monetary

Fund ( I MF)  published its latest  World

Econom ic Out look .  This publicat ion

notes that  whilst  the global econom ic

recovery cont inued to st rengthen, this

recovery  rem ains fragile.  The I MF

expected that  global econom ic act ivity

will have expanded by 4.8%  in 2010 and

by 4.2%  this year. Econom ic growth

during 2010 was higher than had been

predict ed t h is t im e last  year,  and

expectat ions are largely posit ive for

2011, although with uneven growth

prospects for different  world econom ies.

According to The Econom ist  (Decem ber

11 th) , ‘Am erica, the Euro zone and the

em erging world are heading in very

different  direct ions, with very different

growt h prospect s and cont radict ory

policy choices’ (p.13) . Figure 1 shows

output  growth forecasts for 2010 and

2011 for  select ed econom ies,  and

illust rates the divergent  prospects for

the different  econom ies shown. 

Econom ic growth in China and I ndia,

( and in som e ot her  em erging and

developing econom ies)  has been

staggeringly high, even during the worst

years of t he f inancial cr isis.  These

econom ies cont r ibuted m ost  to world

econom ic growt h in 2010 and

predict ions are for st rong growth this

year. These growth forecasts coupled

with r ising pr ices in m any of these

econom ies suggests the possibility of

overheat ing, and a need for t ighter

econom ic policy. Such policies would

have a m oderat ing effect  on econom ic

growth in future years, although these

econom ies are st i l l expect ed t o

out per form  t hose of  developed

econom ies in the years to com e. A

recent  repor t  by  Pr icewat erhouse

Coopers suggests that  by 2050, when

ranked by size of economy, and adjusted

for pr ice differences (using purchasing-

power parity) , five of the top seven

econom ies w ill be t hose present ly

descr ibed as ‘em erging econom ies’.

China and I ndia are both expected to

have econom ies larger than Am erica,

although as noted in the report , due to

higher  populat ions,  gross dom est ic

product  (GDP)  per person will generally

st ill be lower in the em erging econom ies

than those in the ‘advanced’ econom ies

(Econom ist , January 15 th,  p.89) .    

Econom ic growth in the US is expected

to be around 3%  in 2011, although

there are som e predict ions that  it  m ay

be considerably higher. I n cont rast  to

Euro area econom ies, econom ic policy in

the US has been m uch less severe.

I ndeed t here has been a t ax  cut

agreem ent  which has extended exist ing

tax breaks and added new breaks. The

st im ulus t o econom ic recovery  is

expect ed t o reduce unem ploym ent

(which stood at  9.4%  in Decem ber) , but

w it h som e wor r ies about  t he

consequences for governm ent  revenues

(and hence spending) . 

Econom ic growth in the Euro area is

expected to slow this year,  as the

im pacts of governm ent  spending cuts

work through. Within the Euro area, the

m ixed fortunes of m em ber count r ies can

be seen from  Figure 1. Germ any, the

largest  Euro area economy had a st rong

2010. Econom ic growth is expected to

have been around 3.5%  higher than in

2009, and indust r ial product ion was up

by over 11%  in the year to Novem ber

2010. There is expected to be som e

slowing of econom ic growth in Germ any

in 2011. However this economy will st ill

per form  well,  and will prop-up the

overall Euro area perform ance during

this period. Spain is expected to return

to posit ive (but  low)  econom ic growth in

2011. I ndust r ial product ion in Spain

increased by 2.7%  in t he year  t o

Novem ber 2010, after falling by alm ost

4%  in the year to October. However

unem ploym ent  was an ast onishing

20.6%  in Novem ber. Econom ic growth

prospects in other econom ies, such as

I reland, (and Portugal and Greece, not

shown in Figure 1)  are m uch worse. The

I r ish econom y is expected to have

cont racted by around 0.8%  in 2010, and

that  this will be followed by a fall of

1.1%  this year. I n Greece the forecast  is

that  the economy will cont ract  by over

4%  in 2011. 

Foreign Direct  I nvestm ent

The Wor ld I nvestm ent  Repor t  2010

(WI R, produced by the United Nat ions

Conference on Trade and Developm ent ,

Econom ic Com m entary

Source:  The Econom ist , January 15 th 2011.
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Figure 1 : GDP Forecasts, Selected Econom ies, annual %  change, 2 0 1 0  and 2 0 1 1 .
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UNCTAD) , predicts that  m ost  regions

will have seen a rebound in FDI  flows

during 2010. During 2009 world FDI

flows fell to below US$1.2 t r illion, and

the figure for  2010 is expected to

exceed this level, with a r ise to US$1.3-

1.5 t r ill ion in 2011,  and a fur t her

increase in 2012. The WI R however

notes that  these growth project ions are

closely  t ied t o global econom ic

perform ance and are subject  to high

levels of uncertainty. 

The UK econom y

Econom ic act ivity in the UK fell by

alm ost  5%  during 2009. During that

period the UK economy faced a credit

squeeze, due to the financial cr isis and

house prices fell,  both im pact ing on

business and consum er spending. The

economy in 2010 is expected to have

grown by around 1.7% ;  this is higher

than had been previously forecasted by

the I nternat ional Monetary Fund ( I MF)

and others. Provisional data for 2010Q4

shows that  the economy cont racted by

0.5% , following growth of 0.7%  in the

previous quarter. I n their  press release

the Office for Nat ional Stat ist ics (ONS)

com m ent  that  ‘the change in GDP in Q4

was clearly affected by the ext rem ely

bad weat her  in Decem ber .….The

disrupt ion caused by the bad weather in

Decem ber is likely to have cont r ibuted

to m ost  of the 0.5%  decline, that  is, if

there had been no disrupt ion, GDP

would be showing a flat t ish picture

rather than declining by 0.5% ’.  The ONS

do however note that  figures relat ing to

the im pact  of the bad weather are st ill

subject  to uncertainty at  this stage

(ONS, 25th January) . This turnaround in

econom ic fortunes was not  expected,

and is due t o cont ract ions in t he

const ruct ion sector (with GDP down by

3.3% , the largest  cont r ibutor to the

overall decline)  and in the services

sect or  of  t he econom y.  There was

posit ive GDP growth during the final

quarter of 2010 in m anufactur ing and

ut ilit ies.  This fall in econom ic act ivity,

together with other recent  inform at ion

on the labour m arket  (see below)  has

raised fresh concerns about  a possible

double-dip recession this year.  

The UK unem ploym ent  rate increased to

7.9%  for the Septem ber – Novem ber

2010 period (see Table 4 later) , with 2.5

m illion people now unem ployed, and

this t rend is expected to cont inue as the

public sector spending cuts out lined in

the Spending Review work through the

economy1.  The I nst itute of Public Policy

Research ( I PPR)  warned of a ‘double-

dip’ jobless r ise and of the r isk that

econom ic growth will not  be fast  enough

dur ing t h is year  t o prevent

unem ploym ent  reaching new highs. The

I PPR have suggested that  econom ic

growth needs to be m ore than 2%  for

unem ploym ent  t o fall ( BBC News,

Business,  18 t h January) .  Of m ost

concern, is the record num ber of 16 to

24 year olds who are without  work -  the

unem ploym ent  rat e for  t h is group

increased to 20.3% .  

Figure 1 shows a sm all increase in the

UK GDP forecast  for this year. (However

the OECD forecast  for the UK economy,

published in Novem ber, suggests 2010

will have seen growth of 1.8% , falling

m arginally this year to 1.7% .)  This

forecast  precedes the 2010Q4 econom ic

growth est im ates, and as already noted

prospects for the UK economy are highly

uncertain.  I n addit ion to the auster ity

m easures,  t here is t he recent  VAT

increase and higher  t han expect ed

inflat ion rates which will put  pressure on

the economy. I n this situat ion it  is

indeed dif f icult  t o see where t he

predicted econom ic growth will com e

from .

The W elsh Econom y

The Labour Markets sect ion of this

Review shows that  unem ploym ent  in

Wales is above the UK average at  8.4% .

This represents 123,000 people (an

increase of  4,000 on t he prev ious

quarter, although declining slight ly over

t he year ) .  I n l ine w it h prev ious

predict ions about  the Welsh economy,

and expect at ions about  t he UK

economy, there is every chance that

unem ploym ent  in Wales could increase

st ill further, part icular ly as Wales has a

relat ively high concent rat ion of public

sector em ploym ent  com pared to other

parts of the UK (see Table 8) . The Welsh

Assem bly Governm ent  has com m ented

that  its budget  will be cut  by £1.8bn in

real term s over the next  four years as a

consequence of the Spending Review

(although this figure varies from  that

given by  t he Treasury,  which,  for

exam ple does not  include inflat ion in the

calculat ions) .

I n Decem ber 2010, the ONS released

data for regional, sub- regional and local

gross value added (GVA) . Table 2 gives

an ext ract  of the regional data provided,

showing a t im e series of GVA per head

indices for 1989, 1999 and 2009. The

table shows that  London and the South

East  ( as would be expect ed)  far

outperform  other regions of the UK, with

London recording GVA per head of over

171 in 2009 com pared t o t he UK

average of 100. By sharp cont rast ,

Wales has fallen from  third from  last

posit ion in 1989, to last  place in 1999

and 2009, with the gap between Wales

and the UK widening for each year

shown.   

The sub- regional and local dat a

contained in this latest  press release

relates to 2008. At  the sub- regional

level (NUTS2) , West  Wales and the

Region /  econom y 2 0 0 7 2 0 0 8 2 0 0 9

W orld 2, 099, 973 1, 770, 873 1, 114, 189

Developed econom ies 1, 444, 075 1, 018, 273 565, 892

European Union 923, 810 536, 917 361, 949

France 96, 221 62, 257 59, 628

Germ any 76, 543 24, 435 35, 606

United Kingdom 186, 381 91, 487 45, 676

North Am erica 374, 371 379, 830 148, 540

Developing econom ies 564, 930 630, 013 478, 349

South, East  and South- East  Asia 258, 830 282, 440 233, 050

China 83, 521 108, 312 95, 000

I ndia 25, 001 40, 418 34, 613

South- East  Europe and the CI S 90, 968 122, 588 69, 948

Source, UNCTAD, WI R 2010.

Table 1 : FDI  I nflow s by Selected Region/ Econom y, 2 0 0 7 - 2 0 0 9 , ( US$ m ) .
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Valleys is bot tom  of the UK table, with

GDP per head only 62.6%  of the UK

average. At  the local level (NUTS3) , the

Cent ral Valleys, Gwent  Valleys and I sle

of Anglesey are all in the bot tom  five of

UK local areas, with I sle of Anglesey last

in the table. I n 2008 GDP per head in

Anglesey was just  55.2%  of the UK

average. 

Table 3 shows Forecasts for the Welsh

econom y for  2010 and 2011.

Unfor t unat ely  Wales’ econom ic

perform ance is expected to lag behind

that  of the UK for  the foreseeable

future, hence the prospects for any

narrowing of the GVA gap with the UK

are poor. No growth is expected for

2010, and growth of 0.5%  is forecast  for

this year.

2 0 1 0 2 0 1 1

Wales 0.0 0.5

Table 3  Forecast  Change in Real GVA ( % )

Note

1. The Spending Review is a Treasury- led process to allocate resources across all governm ent  departm ents, according to the

Governm ent ’s pr ior it ies.  Spending Reviews set  firm  and fixed spending budgets over several years for each departm ent .  I t

is then up to departm ents to decide how best  to m anage and dist r ibute this spending within their  areas of responsibility. 

ht tp: / / www.hm - t reasury.gov.uk/ spend_spendingreview_int roduct ion.htm

Full details of the October 2010 Spending Review can be found at  

ht tp: / / cdn.hm - t reasury.gov.uk/ sr2010_com pletereport .pdf

Welsh Econom ic Review 22 SPRI NG 2011

1 9 8 9 1 9 9 9 2 0 0 9 2

North East 83.4 78.1 78.2

North West 91.3 88.2 86.4

Yorkshire and the Hum ber 89.5 87.3 82.9

East  Midlands 94.9 90.2 86.8

West  Midlands 91.8 90.8 84.0

East  of England 95.3 94.0 93.1

London 156.9 160.7 171.2

South East 100.2 106.8 104.7

South West 91.9 92.0 91.2

Wales 84.3 77.3 74.3

Scot land 96.0 94.5 98.8

Northern I reland 73.1 79.4 79.1

Notes:

1. GVA per head indices at  current  basic pr ices on a workplace basis, based on a weighted 5-year m oving average.

2. 2009 est im ates are provisional.

Source:  ONS, Decem ber 2010.

Table 2 : GVA Per head I ndices1 , UK =  1 0 0 .
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Novem ber 2 0 0 9

Anglesey was revealed as one of the ten locat ions in the UK

where the new generat ion of nuclear pow er stat ions could

be built .   Plans to st ream line the planning process for new

energy projects, so that  decisions on new facilit ies could be

m ade within a year, were also announced.

Land developer St  Modw en secured 2,000 acres of form er

BP owned land at  Llandarcy ,  near Swansea, unveiling plans

for around 4,000 new hom es, a second cam pus for Swansea

University, as well as em ploym ent  and leisure space.

Cardiff cam e 6 th in the Experian UK Retail Centre Rankings

for  2009, t railing only  London, Glasgow, Birm ingham ,

Manchester and Birm ingham . The opening of the St  Davids 2

developm ent  was inst rum ental in the r ise from  10 th place in

the hierarchy in the previous year.

Decem ber 2 0 0 9

Carw yn Jones becam e First  Minister  for  W ales and Welsh

Labour Leader, following the ret irem ent  of Rhodri Morgan.

Com m it t ing to fulfilling the coalit ion deal with Plaid Cym ru,

the First  Minister also noted the goal of a referendum  on law-

m aking powers for the Assem bly, on or before the 2011

elect ion.

An addit ional £20m  of funding for the social housing sector

in Wales was secured from  the European I nvestm ent  Bank,

extending the total allocat ion to £95m , or 30%  of the UK

total. The funding was to be adm inistered through the not-

for-profit  Housing Finance Corporat ion.

The Sunday Tim es Virgin Fast  Track 1 0 0 league table,

ranking the fastest  growing privately owned com panies in the

UK, included two from  Wales. The MSS Group, who provide

facilit ies m anagem ent  and support  services from  their Cardiff

base,  cam e 78 t h,  and  CMC Par tnership,  t he change

m anagem ent  consultants based in Monm outh, were 98 th.

January 2 0 1 0

The announcem ent  of the com panies winning the r ight  to

exclusively develop offshore w ind  farm s in nine zones in

UK waters was m ade by the UK Governm ent  and Crown

Estate. RWE Npower Renewables were awarded the Bristol

Channel Zone (11 m iles off the south Wales coast ) , and

Cent r ica Renewable Energy, with the RES Group, the I r ish

Sea Zone (9 m iles from  Anglesey) .

I t  was revealed that  Coleg Menai will be the hom e of a

Nat ional Academ y for Nuclear ,  helping create, develop

and im prove skills needed for the indust ry. The Academy, to

be based at  the college’s £6m  Energy and Fabricat ion Cent re

at  Llangefni, will work closely with the nearby Wylfa nuclear

power stat ion.

BBC Cym ru W ales confirm ed plans to build a new  dram a

centre in Cardiff Bay .  Projected to cost  around £25m , the

dram a village would replace two product ion sites based at

Llandaff in Cardiff,  and Upper Boat , near Pontypridd, and be

operat ional by around autum n 2011.

February 2 0 1 0

The Assem bly Governm ent  announced a £ 1 5 m  sk ills

grow th init ia t ive for  business,  to follow the ProAct

Econom ic Events Diary Novem ber 2009- Decem ber 2010

program m e which was due to end in June. The skills growth

init iat ive will reportedly be focussed at  firm s that  can display

evidence of potent ial for job creat ion and growth.

According to research from  the Royal I nst itut ion of Chartered

Surveyors (RI CS)  pr ices of farm land in W ales had rem ained

st rong in the last  six m onths of 2009. The Rural Market

Survey 2009 (H2)  indicated that  while dem and for both

resident ial and com m ercial farm land had r isen, supply was

relat ively low as farm ers were increasingly opt im ist ic about

the out look for agriculture.

The cross-party Energy and Learning Com m it tee ,  of the

Nat ional Assem bly for Wales, published its Manufacturing

Strategy report to bet ter enable com panies in the sector to

innovate and grow.  Am ongst  the report ’s recom m endat ions

were that  focus should be on firm s with high growth potent ial,

and that  to ensure long term  com pet it iveness, the Welsh

m anufactur ing st rategy should be based on the developm ent

of sustainable energy solut ions.

March 2 0 1 0

Horizon Nuclear Pow er ,  a joint  venture between RWE

npower and E.ON, revealed plans to build a new power

stat ion on Anglesey that  would be able to enter service in

2020.  The com pany stated it  would apply for planning

perm ission in 2012. A new facility would replace the exist ing

Wylfa site that  em ploys around 650 workers, and which is due

to close in 2012.

Details were revealed by Coastal Housing Group of a £ 3 0 m

m ixed- use developm ent  to regenerate Sw ansea High

Street .  The plans, drawn up by Holder Mat thias Architects,

include offices, apartm ents, new retail frontage and a

custom ised facility for creat ive indust r ies. 

An econom ic im pact  study of the £ 2 5 0 m  Barry W aterfront

redevelopm ent  proposal claim ed that  up to 2,400 jobs

could be created across south east  Wales by the project , with

around 510 full- t im e equivalent  jobs created by em ployers

within the schem e. The findings form  part  of a study by

Nathaniel Litchfield and Partners, which was com m issioned by

the Barry  Water front  Consor t ium . An out line planning

applicat ion had been subm it ted by the consort ium , m ade up

of the house builders Barrat t  Hom es, Persim m on Hom es, and

Taylor Wim pey, to the Vale of Glam organ County Borough

Council.

April 2 0 1 0

Following a two year building program m e the first  stage of

the 245,000sqft  St  Catherine’s W alk shopping centre in

Carm arthen was opened. When com pleted the £74m

developm ent  is predicted to create around 450 jobs in the

town.

According to research from  the Confederat ion of Business

I ndust ry (CBI )  Wales, published in the Welsh I ndust r ial

Trends survey for April,  the m anufacturing labour force in

t he  Pr incipa lit y  ha d increa sed for  t he  second

consecut ive quarter .  Relat ively good export  volum es were

given as a st rong factor in this im provem ent  in a period which

saw dom est ic orders decline.
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May 2 0 1 0

The new UK Conservat ive/  Liberal Dem ocrat  coalit ion

governm ent cam e into power at  Westm inister. As part  of

financial cuts to address the economy’s deficit ,  figures

released from  the Treasury indicated that  the Assem bly

Governm ent  would init ially experience a decrease of £187m

from  its budget  of £15.7bn. Welsh language broadcaster S4C

was inform ed its budget  was being decreased by £2m . 

I t  was revealed that  Finance W ales,  the independent

com pany set  up by the Assem bly Governm ent  in 2001 to

provide com m ercial funding to Welsh SMEs, had invested

£37m  in Welsh businesses in the financial year to March

2010. This was an increase of £11m  on the previous financial

year, and included 246 equity and debt  investm ents.

June 2 0 1 0

Deputy First  Minister I euan Wyn Jones was in Newport  to

officially open the new Phoenix Park industr ia l estate .  A

joint  venture between the Assem bly Governm ent  and the

Cent re for Business, the indust r ial park consists of 45 high-

specificat ion units offer ing 43,000sqft  of indust r ial space.  

July 2 0 1 0

I n his capacity as Minister for the Economy and Transport ,

I euan Wyn Jones launched t he Econom ic Renew a l

Progra m m e ( ERP) ,  out lin ing t he way t he Assem bly

Governm ent  will refocus its econom ic developm ent  budget  to

support  bet ter  infrast ructure and workforce skills.  Five

prior it ies for deliver ing the vision were set  out  in the

program m e as:  invest ing in high quality and sustainable

infrast ructure;  m aking Wales a m ore at t ract ive place to do

business;  broadening and deepening t he sk il ls base;

encouraging innovat ion;  and target ing the business support

offered. 

The ERP notes that  the Departm ent  for the Economy and

Transport  (DE&T)  will focus its support  on work with six

sect ors:  I CT;  energy and t he env ironm ent ;  advanced

m at er ials and m anufact ur ing;  creat ive indust r ies;  l ife

sciences;  and financial and professional services. The ERP

com m its the Assem bly Governm ent  to m ove m ore towards an

investm ent  culture, and away from  a business grant  m odel.

I nternat ional Business W ales,  the inward investm ent

division of the assem bly governm ent , will no longer be a

separate funct ion within DE&T. 

I nsourceEnergy began work in Rogerstone, Newport , on a

£ 5 m  facility to turn food w aste into energy at  Prem ier

Food’s RF Brookes ready- m eal factory .  The anaerobic

digest ion plant , planned to be com pleted by the end of the

year, is projected to provide savings in energy costs, reduce

waste disposal, and cut  carbon em issions by an est im ated

8,500 tonnes per year.

I n a study by forecast ing consultancy Oxford Econom ics for

the Financial Tim es, it  was predicted that  W ales would be the

region in the UK to experience the low est  net  em ploym ent

grow th ( in both j ob num bers and percentage term s)

between 2010 and 2015. Current  em ploym ent  st ructure and

predict ions on future em ploym ent  growth areas were taken

into account  in the analysis.

August  2 0 1 0

Perform ance figures released for the Assem bly Governm ent

inward investm ent  arm , I nternat ional Business W ales,

covering the financial year to March 2010, showed that  65

investm ent  projects had been at t racted. These safeguarded

or created a reported 7,362 jobs. 

Tata Steel Europe announced a £ 1 8 5 m  investm ent to

rebuild a blast  furnace at  its Corus steelw orks in Port

Talbot , giving an indicat ion of its com m itm ent  to the site. 

Septem ber 2 0 1 0

Plans for a £ 3 9 m  developm ent  to the seafront  at

Mum bles were subm it ted to Swansea Council by Am eco, the

firm  who run Mum bles Pier. An elem ent  of housing, reportedly

required to finance the restorat ion of the Victor ian Pier, is

included in the schem e, along with a hotel and café bars. A

Protect  Mum bles Headland group was form ed to oppose the

plans.

The Assem bly Governm ent  announced funding of £11.7m  in

its joint  venture with Swansea Council for developing the

form er Felindre steelw orks site into a business park. Of

the funding total, £9.7m  was reported to have com e from  the

EU European Regional Developm ent  Fund ( ERDF)  and

Targeted Match Fund (TMF) . 

October 2 0 1 0

The US v Europe Ryder Cup golf tournam ent was held at

the Celt ic Manor Resort  near Newport . Pre- tournam ent

forecasts of £15m  were reported as potent ially  being

generated from  the event  that  was to put  Wales on the global

stage over four days.

The Chancellor of the Exchequer, George Osborne, unveiled

the UK governm ent ’s Spending Review  detailing a £83bn

reduct ion in public spending com m itm ents.  The Welsh

Assem bly’s block grant  set t lem ent  was to be reduced over the

next  four years-  with init ial est im ates from  I euan Wyn Jones

suggest ing that  in 2011/ 12 alone the Principality would be

£860m  worse off when the figures were adjusted for inflat ion.

Addit ionally, a num ber of high profile schem es planned for the

Welsh economy were hit  by the governm ent ’s reduct ion in

spending com m itm ents:  

The St  Athan Defence Academ y, a £14bn private finance

init iat ive schem e which was to be built  and run by the Met r ix

Consort ium , was cancelled due to m ilitary cutbacks result ing

from  the governm ent ’s St rategic Defence Review. The

Minist ry of Defence noted that  “ .. .Metrix cannot  deliver an

affordable,  com m ercially  robust  proposal w it h in t he

prescribed period. . .”  and that  it  would review the situat ion in

spring 2011.

Proposals for an energy generat ing barrage across the

Severn Estuary were cancelled with the £30bn potent ial

cost  of the schem e being branded as excessive by UK Energy

Secretary, Chris Huhne. A feasibility study for the project

noted that  “ .. .other low carbon opt ions represent  a bet ter

deal for taxpayers and consum ers. . .”  

Changes to the way S4 C is to be funded were also

announced,  w it h t he m aj or it y  of t he Welsh language

broadcaster ’s finance to com e in future from  the BBC’s funds,

instead of through the Departm ent  for Culture, Media and

Sport  (DCMS) . S4C current ly has an annual budget  of around

£101m , but  t he proposed changes in t he funding

arrangem ents are expected to lead to substant ial budget  cuts

in the future.  

Novem ber 2 0 1 0

I t  was announced that  six out  of the ten Technium  Centres

that  provided office space and support  services to new

com panies in Wales were to close. A review of the network by

the Assem bly Governm ent  concluded that  a num ber of the

sit es were not  deliver ing value for  m oney.  Technium
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Aberystwyth, Technium  Sustainable Technologies Baglan,

Technium  Cast  Bangor,  Technium  Pem broke,  Technium

Perform ance Engineering Llanelli and Technium  Digital @

Sony are to be closed.

Japanese com pany Sharp PV unveiled a £35m  investm ent  at

its solar panel product ion facility in Wrexham . The new

investm ent  will fund three new assem bly lines and double

product ion capacity.

Decem ber 2 0 1 0

A study by Exper ian ,  the global inform at ion services

com pany, presented a challenge to the level of em phasis in

the UK placed on fast-growth sectors and regions. The report ,

“Tom orrow’s cham pions:  finding the sm all business engines

for econom ic growth”, indicated that  focusing on sectors was

one of the least  product ive ways to generate growth, and

showed that , over the last  ten years, less than 10%  of sm all

and m edium  sized enterprises (SMEs)  in the UK were

responsible for two- thirds of the growth in jobs in SMEs.

Com ings &  Goings: Com panies’ Act ivit ies in
W ales

UPM announced in January 2010 that  up to 150 jobs were to

be created at  its paper m ill in Shot ton, Flintshire, with the

const ruct ion of a waste recovery facility. A grant  of £1.7m

was secured from  the Welsh Assem bly Governm ent  to

support  the investm ent .

W est ern  Cor ruga t ed ,  t he Cwm bran based board

m anufacturer, ceased t rading at  the start  of 2010 with the

loss of over 80 jobs in Wales and a further 50 posit ions in

Wolverham pton. Trading difficult ies due to over capacity in

the sector, along with the effect  of r ising paper pr ices were

reported as cont r ibut ing factors in the closure.

As part  of a com pany rest ructur ing aim ed at  reducing

operat ional costs by 20% , W elsh W ater announced that  300

water delivery jobs were to be cut  over the next  5 years.

Fillcare ,  a French m anufacturer of hair  styling products,

revealed plans to recruit  around 200 m ore workers over the

next  four years in Llant r isant  at  the site of the form er L’Oreal

fact ory.  I nvest m ent  in t hree new product ion lines is

scheduled to take place. 

Bosch confirm ed it  was to close its autom ot ive com ponents

factory in Miskin during 2011 with the loss of 900 jobs.

Difficult  t rading condit ions in the UK brought  about  by the

recession were reported as the m ain reason for the decision

to t ransfer the product ion of alternators to Hungary.

Also in the autom ot ive sector, Toyoda Gosei announced that

the form er Valeo facility in Gorseinon, Swansea, was to be the

locat ion of its new com ponents factory. Around 600 jobs are

expect ed t o be creat ed at  t he sit e,  w it h product ion

com m encing in 2011.

Over 100 jobs were being cut  at  the Toyota car engine plant

in Deeside. This was part  of a wider UK-wide workforce

reduct ion due to the severe econom ic clim ate.

I t  was revealed in July that  the Linam ar car parts factory in

Swansea was to close with the loss of 200 jobs. I ts Canadian

owners were reported as stat ing that  it  was no longer

possible to retain a com pet it ive posit ion at  the site.

I t  was feared that  a rest ructur ing of the Welsh Assem bly

Governm ent ’s Depa r t m ent  of  t he  Econom y a nd

Transport could lead to around 250 jobs going from  the

division. This followed the change in st rategy for business

support  out lined in the Econom ic Renewal Program m e (see

Diary sect ion -  July) . Opportunit ies for redeploym ent  to other

vacant  posts within the Assem bly Governm ent  for the staff

affected were being invest igated.

Public spending cutbacks were also observed at  the local

governm ent  level. Pow ys Council announced in July 2010

that  up to 800 jobs (10%  of its total workforce)  would go as

part  of plans to save £16m  over the next  four years. I n

October, Cardiff Council revealed that  it  was planning to cut

250 jobs over the next  year as it  addresses a funding short fall

of £90m  over three years.

I t  was announced that  the Minist ry of Defence would be

scaling back act ivit ies at  their  Large Aircraft  Business Unit  in

St  Athan.  Around 200 aircraft  m aintenance jobs were

expected to be cut  by the end of 2010, with the rem aining

139 likely to go by 2013 with the closure of the facility. The

site services VC10 tankers that  are approaching the end of

their  operat ional life.

The W elsh Count ry Foods m eat  processing plant  in

Anglesey revealed in April 2010 that  it  was to cut  181 jobs.

Declining sales of lam b, along with general poor t rading

condit ions, were the m ajor cont r ibut ing factors to the

decision.

Ethnic Cuisine in Swansea ceased t rading with the loss of

220 jobs in August . This followed the loss of a cont ract  to

supply superm arket  chain Sainsbury with Chinese style

ready-m eals. 

I n Septem ber 2010, Sainsbury recruited an ext ra 200 staff

in Newport  as it  opened its largest  superstore in Wales on the

site of the form er Crindau gasworks.

Virgin At lant ic a ir line announced that  m ore than 200 jobs

were to be created over the next  two years at  a new custom er

service cent re in Swansea. 

Adm iral,  the m otor insurance com pany, recruited over 700

workers from  the start  of 2010 at  offices in Cardiff,  Newport

and Swansea. This took its total workforce in south Wales to

around 3,700. The com pulsory nature of car insurance was

noted as one of the factors helping in the com pany’s st rong

growth during generally challenging econom ic condit ions. 

Welsh furniture retailer Maskreys announced in Septem ber

that  it  was to close with t rading being wound down by March

2011. The decision was taken after a search for a successor

to take cont rol of the fam ily owned business failed to find a

suitable candidate. A total of 87 jobs are to go in branches in

Cardiff,  Newport  and Bristol.

Engineer ing com pany Mabey Br idge began recruit ing

workers for its wind turbine tower factory in Chepstow,

planned to be operat ional in February 2011. The site, at

Newhouse Farm  Dist r ibut ion Park, will eventually em ploy 240

workers, and be able to produce around 300 wind turbine

towers a year.

I n October there were a num ber of notable job reduct ion

announcem ents. Tata Steel subsidiary based in Shot ton,

Living Solut ions,  a m anufacturer of prefabricated houses,

revealed it  was to close with l80 jobs being cut . The

cont inuing weak nature of the const ruct ion sector and the

conclusion of a m ajor cont ract  were blam ed for the decision.

A consultat ion period with staff and unions began in October

2010.



12

Welsh Econom ic Review

Packaging com pany Tetra Pak announced plans to stop

product ion at  its Wrexham  facility with the loss of 150 jobs.

Under the proposals, being discussed as part  of a 90 day

consultat ion period, 135 jobs would rem ain at  the site to

operate a finished goods warehouse. Falling dem and from

Russia and the Middle East , which were now becom ing self-

sufficient  in carton m anufacture, was given as a m ajor factor

in the decision. 

I t  was confirm ed by the I dent ity and Passport  Service ( I PS)

that  consultat ion was to begin on the closure of the New port

passport  office .  Around 300 staff are em ployed at  the site.

The I PS was reported as stat ing that  changes were necessary

to increase efficiency and reduce the size of the organisat ion.

I n Novem ber, Cardiff based Glam alco,  who fabricated and

inst alled alum inium  m at er ials for  cust om ers in t he

const ruct ion indust ry, announced 140 redundancies before

going into adm inist rat ion. Cash- flow problem s were revealed

as the reason for the com pany’s inability to fund ongoing

const ruct ion cont racts.

The addit ion of a com m ercial developm ent  on Sw ansea

W aterfront  SA1 created around 90 jobs. A Prem ier I nn

Hotel, Tesco store, and Beefeater Grill restaurant  were

opened as part  of the £9m  com plex.

Welsh Econom ic Review 22 SPRI NG 2011
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There is a real dr ive on the part  of the

Rural Affairs Depar t m ent  of  t he

Assem bly Governm ent  to change this,

and at  the sam e t im e to lever the

econom ic benefits that  m ight  ar ise from

increasing local sourcing, Welsh food

quality and hence com pet it iveness. 

The True Taste Wales awards are a case

in point .  This Assem bly sponsored

init iat ive, now in its 9 th year, accredits

the best  of Wales’s produce. At t ract ing

over  1,000 ent r ies,  and w it h w ide

suppor t  am ongst  pr ivat e sect or

producers and sponsors, the Awards are

of great  signif icance t o Wales and

perhaps beyond ( www.t ruet ast e. t v ) .

The True Tast e Cont r ibut ion t o

Sustainable Developm ent  award is a

specif ic category t hat  acknowledges

organisat ions like Calon Wen,

Aberystwyth University and ( this year)

Birchgrove Eggs. These organisat ions

have all m ade genuine st r ides towards

lessening the environm ental im pact  of

t heir  act iv it ies and prot ect ing and

heeding social outcom es, while at  the

sam e t im e, producing food of the best

quality and achieving business success.

Now in its 4 th year the sustainability

award not  only shows recognit ion of and

sensit iv it y  t o t he issues faced by

indust ry today, it  also raises awareness

and sets the standard to businesses in

line w it h t he Welsh Assem bly

Governm ent ’s com m it m ent  t o

sustainable developm ent .

Meanwhile,  t he Sust ainable Supply

Chains init iat ive seeks to increase the

resilience of Welsh food supply chains

and com m ercial viability of indigenous

food business, and again lessen negat ive

outcom es whilst  levering social good

( www.sustainablesupplychains.org.uk) .

Several pilot  projects are underway that

include:

• carbon footpr int ing and new product

developm ent  in a dairy supply chain;  

• t he st rat egic developm ent  of

com m unity food co-operat ives to

increase the access of those on

lower incom es to fresh fruit  and

veget ables and build t he

m arket place for  t he Welsh

hort iculture indust ry;

• the developm ent  of a com m itm ent

t o sust ainable product ion and

consum pt ion am ongst  a

collaborat ive group of Welsh wine

m akers;

• test ing a new resilient  m odel of

hort icultural enterprise, and;

• enabling supply chain ownership by

local com m unit ies and developing

collaborat ive m arket ing and

dist r ibut ion opportunit ies for sm all

food producers t o st ep up t he

availability of local food to t rade

buyers.

Outside the public arena, key figures

such as Peter Segger and Pat r ick Holden

in Pem brokeshire are global leading

light s of  long st anding in t he

developm ent  of  organic and

perm aculture techniques, seeking to

fundam entally change the way farm ing

operat es.  I m por t ant ly,  t he organic

farm ing m ovem ent  in Pem brokeshire

sits within, and cont r ibutes to a wider

group in Wales seeking alternat ives to

cur rent  unsust ainable behav iours –

including, for exam ple the Cent re for

Alternat ive Technology and the m ore

recent  developm ent  of the Do Lectures

(www.dolectures.com )   – Wales’ own

version of the globally im portant  TED

talks (www.ted.com ) .  

I ndividual Assem bly act ions sit  within a

wider policy fram ework that  signal the

im portance of food to the Assem bly. For

exam ple,  you can read about  t he

im m inent  food st rategy elsewhere in

this Review ,  whilst  effort  is underway to

develop a food tourism  t rail.  Meanwhile,

whilst  the Welsh hort icultural st rategy

m ay not  be especially radical, the fact

Wales has a hort iculture st rategy at  all is

quit e novel and cer t ain ly  t o be

welcom ed. 

All is not  rosy in the garden however.

These welcom e innovat ions and pilot

projects rem ain just  that . There are

issues over  how far  t he bulk  of

( convent ional)  farm ers in Wales –

around 95%  -  are involved in or open to

these innovat ions, and consum ers in

Wales stubbornly cont inue to eat , not

what  is good for them  and the planet ,

but  what  they want , in a packet  that ’s

convenient , and at  a pr ice they can

afford.

I nfluencing the global food system  or

even consum er responses to it  is a

m assive task. But  there are a num ber of

reasons why it  m ay be even m ore

difficult  for the Assem bly than it  need

be. First , there is the lack of devolut ion

of agriculture and food policy to the

regional level in the UK and there is the

added com plicat ion t hat  m ost

agricultural policy is suprem ely non-

devolved, subject  to the EU Com m on

Agricultural Policy. Secondly, and part ly

der iv ing from  this st ructure, is the

Departm ent  for Environm ent , Food and

Rural Affairs’ (Defra’s)  at t itude to food

product ion, seen through a European-

com pet it ive lens.  This com pet it ive

paradigm  em phasizes cost - cut t ing

t hrough rat ionalizat ion and by

increasing farm  size:  m ore a dr ive

t owards ef f iciency  t han t rue

sustainability. And Defra, of course has

UK wide responsibilit ies. 

Despite this com pet it ive UK paradigm

for food and farm ing, the sector does

not  feature cent rally -  indeed hardly at

all -  in Assem bly m ainst ream  econom ic

developm ent  policy. I t  is not  one of

Wales’ six st rategic sectors for exam ple,

but  rather sector developm ent  rem ains

the purv iew of the Departm ent  for

Env ironm ent ,  Sust ainabilit y  and

Housing ( DESH)  rat her  t han t he

Depar t m ent  for  t he Econom y and

Transpor t  ( DET) .  Whilst  t here are

undoubtedly significant  benefits to be

gained from  this separat ion, the sector

r isks losing out  on genuine Assem bly

expert ise on business support  and local

supply chain developm ent  to nam e but

two areas, unless links between DET

and t he Food Div ision are well

developed and well m aintained. 

There are, however, deeper problem s to

address.  Wales has a com parat ive

advantage in red m eat  and dairy that  is,

in anything greater than m oderat ion,

Polit ical Econom y
Food, Sustainability and Regional Developm ent  in Wales
Calvin Jones, (WERU and BRASS, em ail JonesC24@cardiff.ac.uk)  and I ain Cox (EcoStudio, www.ecostudio.org.uk)  

There are lots of good things happening in W elsh food policy. The challenge is to apply the lessons being learned to

w ider sustainable developm ent . 

Food m at ters to Wales. How could it  not  in a nat ion where the landscape has been fundam entally shaped by anim al husbandry,

and where the quality of regional produce is a source of genuine pr ide? However, there is a ‘disconnect ’.  Consum er behaviours in

Wales are not  m arkedly different  with regard to food than in other parts of the UK, dr iven by convenience and incom e m ore than

any not ional appreciat ion of local quality of supply. Moreover, these com m on behaviours are problem at ic, cont r ibut ing significant ly

to the degradat ion of global ecosystem s, dim inishing water availability and species ext inct ion. Meanwhile, Welsh residents are

becom ing increasingly obese and unhealthy as a result  of this unsustainable diet . 
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unhealthy and unsustainable. I t  is far

less developed ( for in som e cases good

topographical reasons)  in hort icultural

produce. There is a welter of evidence

that  for health, clim ate change and

energy- intensity reasons diets should

contain far less of the things Wales does

par t icular ly  well,  so t his is a very

com plex  policy  area,  especially  for

polit icians and part ies with a st rongly

rural const ituency.  The m essage to ‘eat

less but  eat  well(sh) ’ is one which m ay

be am enable to stakeholders, but  flies in

the face of decades of policy which has

pr ior it ized t he prot ect ion of  sect or

output  levels, and encouraged sector

growth wherever possible. 

Food policy in Wales then has m uch to

recom m end it ,  especially com pared to

t he rest  of  t he UK.  The recent ly

published food st rategy for Wales, Food

for Wales, Food from  Wales m akes

explicit  the environm ental lim its within

which we m ust  work, and the need to

place these at  the heart  of decision

m aking.  But  there rem ain inherent

t ensions bet ween t he dr ivers of

com pet it iveness and the environm ental

l im it s w it h in which we can farm

sust ainably.  The focus in t he food

st rategy is on sustainability, resilience,

com pet it iveness, and profitability, and

with the at  least  im plicit  assum pt ion

that  increases in the sustainability and

resil ience w ill lead t o increased

com pet it iveness and profitability. This

m ay be t rue in the longer term , in the

m eant im e it  is difficult  to see how

ecological costs can be internalized

within the Welsh food product ion system

at  the sam e t im e as produce rem ains

cost - com pet it ive int ernat ionally,  and

at t ract ive to cost-conscious and cash

st rapped Welsh consum ers. This is one

of t he m ost  com plex ,  polit ically-

sensit ive (and yet  cr it ically im portant )

challenges of  t he Assem bly ’s next

decade.

Welsh Econom ic Review 22 SPRI NG 2011
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Labour Markets
Labour Force Survey (LFS)  data for the UK, in the three m onths to Novem ber 2010, showed a decrease in the level of em ploym ent

and an increase in unem ploym ent . Em ploym ent  stood at  29.09m  between Septem ber and Novem ber 2010, represent ing a

decrease of 69,000 from  the previous quarter, but  up 184,000 on the sam e period a year earlier. The num ber of unem ployed in

the UK, seasonally adjusted, stood at  2.5m , up 38,000 on the previous year. 

Table 4 provides sum m ary data for the

UK regional labour  m arket  and

highlights that  the seasonally adjusted

working age em ploym ent  rate for UK in

the three m onths to Novem ber 2010

was 70.4% , having decreased by 0.3 of

a percentage point  on the previous

quarter, and down 0.1 of a percentage

point  from  a year ear lier.  The I LO

unem ploym ent  rate was 7.9% , up 0.2 of

a percentage point  on the previous

quarter and 0.1 of a percentage point

from  a year earlier. 

The latest  labour m arket  indicators for

Wales show a relat ively  im prov ing

picture overall.  The seasonally adjusted

em ploym ent  rat e dur ing t he lat est

quarter (Septem ber to Novem ber 2010)

was 67.3% , an im provem ent  of 0.2 of a

percentage point  from  the previous

year, while the seasonally adjusted I LO

unem ploym ent  rate was 8.4% , down

0.1 percentage points from  the sam e

period a year earlier.

The LFS est im at ed t he num ber  of

econom ically act ive people in Wales to

be 1.455 m illion in the Septem ber to

Novem ber 2010 period – a gain of

30,000 over the year. The econom ic

act iv ity rate for Wales increased to

73.8% , up by 0.3 of a percentage point

from  a year earlier. Meanwhile, the UK

experienced a decrease of 0.1 of a

percentage point  in its econom ic act ivity

rate over the sam e year. Of the UK

regions,  only  t he Nor t h East  and

Northern I reland had a lower econom ic

act ivity rate than Wales in the three

m onths to Novem ber 2010.

The levels of workforce jobs in Wales,

split  by broad indust ry types over a

period from  June 2008 to June 2010,

are shown in Table 5. These figures are

taken from  the latest  available Labour

Market  Stat ist ics Wales published by the

Office for Nat ional Stat ist ics (ONS) . The

overall num ber of workforce jobs in the

Pr incipalit y  decreased by  50,000

between June 2008 and March 2009 to

1.35m , and fell by a further 9,000 to

June 2010, standing at  1.341m .

Of part icular concern, m anufactur ing in

Wales experienced a 19.5%  drop in

workforce jobs over the whole of this

t im e,  am ount ing t o 32,000 j obs.

Workforce jobs in const ruct ion and other

Econom ic Change Em ploym ent Change I LO Change

Act ivity on year rate on year Unem ploy on year

- m ent  rate

North East 73.2 -1.3 66.1 -0.9 9.6 -0.3

North West 75.3 0.3 69.5 0.7 7.6 -0.6

Yorks & Hum ber 75.0 -0.9 68.0 -0.9 9.2 0.1

East  Midlands 77.1 -1.0 70.7 -1.7 8.1 0.9

West  Midlands 75.5 -0.7 67.9 -0.8 9.9 0.3

East 79.2 0.4 73.8 0.0 6.6 0.3

London 75.2 0.3 68.3 0.5 9.2 -0.2

South East 80.1 0.2 75.1 0.2 6.1 -0.1

South West 79.0 1.0 74.2 1.3 5.9 -0.5

England 76.9 -0.1 70.8 0.0 7.8 0.0

W ales 7 3 .8 0 .3 6 7 .3 0 .2 8 .4 - 0 .1

Scot land 77.3 -0.7 70.7 -1.4 8.4 0.9

Northern I reland 71.0 0.7 65.3 -0.1 7.8 1.1

UK 76.6 -0.1 70.4 -0.1 7.9 0.1

Source:  Labour Force Survey (Septem ber 2010 to Novem ber 2010)

Table 4 : Labour Market  Sum m ary, Septem ber 2 0 1 0  to Novem ber 2 0 1 0 .

Sector ( SI C 2 0 0 7 ) June 2 0 0 8 June 2 0 0 9 June 2 0 1 0 %  change 0 8 / 1 0

All 1,400 1,350 1,341 -4.2

Manufactur ing (C)  164 155 132 -19.5

Const ruct ion (F) 98 98 96 -2.0

Total Services (G to S) 1,083 1,049 1,070 -1.2

Other sectors (A,B,D&E) 55 48 43 -21.8

Source:  Em ployer Surveys, Labour Force Survey and adm inist rat ive sources;  reported in 

Labour Market  Stat ist ics, Wales, June 2010.

ht tp: / / www.stat ist ics.gov.uk/ pdfdir / lm swales1110.pdf

Table 5 : W orkforce Jobs by I ndustry in W ales ( thousands)  seasonally adjusted.
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services decreased by a relat ively sm all

2.0%  and 1.2%  respect ively between

June 2008 and June 2010.

Table 6 shows unem ploym ent  claim ant

count  rates in Wales by unitary authority

area in Decem ber 2010. The all Wales

claim ant  count  unem ploym ent  rate in

Decem ber  2010 ( not  seasonally

adjusted)  was 3.7%  (70,181 claim ants) ,

a decrease of 0.4 of a percentage point ,

or 7,903 claim ants over the year. I n the

year to Decem ber 2010 there were

decreases in the unem ploym ent  rate in

all t he unitary author it ies of Wales

except  Cardiff (where there was no

change in the rate) .

The highest  claim ant  count  rates in

Wales were found in Blaenau Gwent , at

6.4% , and Mer t hyr  Tydf il,  5 .5% ,

although these were the two authorit ies

with the largest  reduct ions in their

unem ploym ent  rates in the last  twelve

m onths (of 1.1 percentage points each) . 

Earnings

Research published in April 2010 by

Deloit te, the business advisory firm , and

the Western Mail newspaper, indicated

that  56%  of businesses in Wales were

expect ing to award pay increases or

bonuses in 2010.  A t h ird of  t he

businesses planning pay increases

stated that  this was because of higher

product ivity and profits. A further third

noted that  their  intent ion was due to

them  having not  brought  in a pay r ise in

the last  year and they wanted to reward

their em ployees. This Wales Business

Watch survey also showed that  just  over

half of the Welsh businesses who were

planning to increase pay proposed to do

so by an average of less than 2% .

Table 7 shows the Annual Survey of

Hours and Earnings (ASHE)  data for

2009 and 2010. These data are m edian

gross weekly earnings, broken down by

region and gender. I n 2010 average

weekly earnings in Wales (m ales and

fem ales com bined)  were £451.1,

com pared to £498.8 in the UK as a

whole.  This m eans t hat  average

earnings in Wales in 2010 were just

90.4%  of the UK average ( lit t le change

from  the corresponding 2009 figure of

90.2% ) . The average nat ional rate is, as

always, st rongly influenced by the high

average earnings found in London

(£642.3 per week in 2010)  and the

South East  of England (£523.7) . 

Over the year from  April 2009, the

percent age increase in earnings in

Wales (m ales and fem ales com bined)  of

2.4%  was am ong the highest  in the UK

regions, with only the West  Midlands (at

2.5% )  hav ing a larger  percent age

im provem ent . 

By gender in 2010, the average weekly

earnings of full t im e fem ales in Wales

were 91.4%  of the UK fem ale average.

Wages for m ales in the Principality were

j ust  89.7%  of t he com parat ive UK

figure.

Public Sector Em ploym ent  ( PSE)

This edit ion of Labour  Markets will

conclude by taking a closer look at

figures released for em ploym ent  in the

Public Sect or.  The West m inst er

Governm ent ’s Spending Rev iew

out lined the substant ial expenditure

cuts required to br ing down the level of

the UK’s Public Spending deficit .  With

m any public sector organisat ions now

likely to face st r ingent  pressures on

t heir  budget s,  t here w ill be m any

challenges to m aintaining em ploym ent

levels.  Am ongst  the first  Welsh local

authorit ies to announce planned job

cuts were Powys and Cardiff (see Diary

sect ion of this Review) .

Men change on year W om en change on year People change on year

W ales 5 .4 - 0 .9 2 .0 0 .0 3 .7 - 0 .4

Blaenau Gwent 9.3 -2.0 3.7 -0.1 6.4 -1.1

Bridgend 5.7 -0.9 2.3 0.2 4.0 -0.3

Caerphilly 6.8 -1.5 2.6 0.1 4.7 -0.7

Cardiff 6.0 -0.1 2.1 0.2 4.0 0.0

Carm arthenshire 4.2 -0.7 1.6 0.2 2.9 -0.3

Ceredigion 2.8 -0.3 1.1 0.0 1.9 -0.2

Conwy 5.5 -0.9 1.8 0.0 3.6 -0.5

Denbighshire 5.7 -0.8 1.9 0.0 3.8 -0.4

Flintshire 4.3 -1.0 1.8 -0.1 3.1 -0.5

Gwynedd 4.6 -0.6 1.7 0.2 3.2 -0.1

I sle of Anglesey 6.2 -0.8 2.2 0.1 4.2 -0.3

Merthyr Tydfil 8.1 -2.3 3.0 -0.1 5.5 -1.1

Monm outhshire 2.6 -1.5 1.2 -0.4 1.9 -0.9

Neath Port  Talbot 4.4 -1.5 1.8 -0.2 3.1 -0.8

Newport 7.3 -0.9 2.7 0.2 5.0 -0.4

Pem brokeshire 5.1 -0.5 1.8 0.1 3.4 -0.2

Powys 3.0 -0.7 1.4 0.0 2.2 -0.4

RCT 6.3 -1.1 2.4 0.2 4.3 -0.5

Swansea 4.5 -1.0 1.7 -0.1 3.1 -0.5

Torfaen 6.3 -1.3 2.3 0.1 4.3 -0.6

Vale of Glam organ 5.7 -0.5 1.9 0.1 3.7 -0.2

Wrexham 5.3 -0.8 1.9 -0.1 3.6 -0.4

Source:  Jobcent re Plus Adm inist rat ive System

Table 6 : Unem ploym ent  in W ales; Claim ant  Count  by Unitary and Local Authority Area –  9 th Decem ber 2 0 1 0 ,

%  of Populat ion ( not  seasonally adjusted)
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I n 2010 the ONS published for the first

t im e regional est im ates of PSE based on

returns from  public sector organisat ions.

These dat a supersede prev ious

est im ates from  2005 onwards ( that

were produced using a com binat ion of

the LFS and nat ional PSE est im ates) .

The ONS also now publish quarter ly

est im ates of PSE by sector and indust ry

classificat ion for the UK as a whole.

Although the highest  num ber of public

sector em ployees are found in London

(773,000 in 2010Q3) , the North West

( 684,000) ,  and t he Sout h East

(680,000) , the em ploym ent  st ructure in

Wales has, for a num ber of years, been

character ised as having a relat ively high

proport ion of jobs in the non-m arket

sectors of public adm inist rat ion and

health. 

Table 8 shows PSE jobs by region as a

percentage of the ent ire workforce in a

region. Only Northern I reland (29.8% )

had a higher proport ion of its workforce

em ployed in the public sector  than

Wales (25.7% ) , in the third quarter of

2010. The South East  of England was

the region with the lowest  proport ion of

it s work force in t he public sect or

PSE as a percentage Percentage point  change in the proport ion of

of a ll em ploym ent all em ploym ent  in PSE 2 0 0 9 Q3  to 2 0 1 0 Q3

UK 20.5 -0.4

North West 21.7 -0.1

North East 24.9 -1.2

Yorks & the Hum ber 22.4 no change

West  Midlands 20.6 -0.1

East  Midlands 19.3 + 0.7

East  17.4 -0.6

London 18.3 -0.2

South East 17.2 -0.3

South West 19.9 -1.1

England 19.6 -0.3

W ales 2 5 .7 - 1 .2

Scot land 24.2 -0.1

Northern I reland 29.8 -0.5

Sources:  

Public Sector Em ploym ent  Stat ist ical Bullet in, ONS ht tp: / / www.stat ist ics.gov.uk/ pdfdir / pse1210.pdf

Regional Analysis of public sector em ploym ent  2010, Business Stat ist ics Division, ONS

ht tp: / / www.stat ist ics.gov.uk/ art icles/ nojournal/ regional-pse- finalv6.pdf

Table 8 : Proport ion of W orkforce Em ployed in the Public Sector -  2 0 1 0 Q3  ( not  seasonally adjusted) .

2 0 0 9 2 0 1 0

Male  Fem ale All Male Fem ale All Annual

%  Change, 

All 2009-  

2010

United Kingdom 531.0 425.8 488.5 538.2 439.0 498.8 2.1

North East 476.7 385.2 435.6 484.8 400.0 442.3 1.5

North West 497.5 406.2 459.8 500.0 417.8 467.1 1.6

Yorkshire and The Hum ber 488.3 395.3 451.0 496.9 404.9 460.2 2.0

East  Midlands 499.5 387.4 456.1 507.7 393.5 465.2 2.0

West  Midlands 492.8 393.2 456.2 502.8 400.0 467.5 2.5

East 523.8 408.6 478.6 535.0 424.4 488.7 2.1

London 689.8 565.2 627.4 698.6 582.3 642.3 2.4

South East 565.9 438.3 513.3 574.9 444.1 523.7 2.0

South West 498.6 385.9 454.0 503.4 399.7 460.0 1.3

W ales 4 7 8 .8 3 8 3 .3 4 4 0 .4 4 8 3 .0 4 0 1 .3 4 5 1 .1 2 .4

Scot land 509.9 420.3 472.8 521.5 431.2 488.2 3.3

Northern I reland 460.0 402.6 437.1 460.0 412.2 440.8 0.8

Source:  2009/  2010 Annual Survey of Hours and Earnings (ASHE)

Table 7 : Median Gross W eekly Earnings by Governm ent  Office Region for  Full- t im e Adults W hose Pay

w as Unaffected by Absence, April 2 0 0 9  and April 2 0 1 0 .
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Year Em ploym ent

2008 328,000

2009 341,000

2010 337,000

Note:  Annual figures relate to June quarter (Q2)

Source:  Public Sector Em ploym ent  Stat ist ical Bullet in, ONS

ht tp: / / www.stat ist ics.gov.uk/ pdfdir / pse1210.pdf

Table 9 : Public sector em ploym ent  levels in W ales. 

(17.2% ) . As the second colum n of Table

8 shows, Wales had the equal highest

percent age point  decrease in

em ploym ent  in this sector over the year

to 2010Q3, at  -1.2 points.

The Assem bly Governm ent  has noted

that  if PSE is expressed as a proport ion

of t he resident  populat ion,  l ink ing

Note:

1. For 2010Q1”...As a proport ion of those in em ploym ent  the public sector accounted for 27.5 per cent  in Wales, m ore than

the UK (21.2 per cent ) . However if public sector em ploym ent  is expressed as a proport ion of the resident  populat ion aged

16 and over, which illust rates the relat ionship between the size of the public sector and the size of the populat ion it  serves,

the difference in the proport ion of the public sector between Wales and the UK is reduced (14.2 per cent  in Wales

com pared to 12.3 per cent  in the UK) ...”

ht tp: / / wales.gov.uk/ topics/ stat ist ics/ headlines/ economy2010/ 100906/ ; j sessionid= 1NfQMZGPXtGLyGTcPwntGHD62bxNspl7X

yS0y45VG8pG2j r9Lsdp! -42672990?lang= en

em ploym ent  in the sector with the size

of the populat ion it  serves, then the

difference in the proport ion of total

em ploym ent  in PSE between Wales and

the UK is reduced1.

Table 9 shows the headcount  num ber of

people in PSE in Wales ( Q2 not

seasonally  adj ust ed) ,  increased by

13,000 between 2008 and 2009, but  fell

by 4,000 by 2010. This lat ter 0.9%

decrease in the headcount  in PSE in

Wales bet ween 2009 and 2010

com pared favourably with the larger

decreases in England (1.2 per cent )  and

Scot land (2.1 per cent ) , and equalled

the fall in Northern I reland (also 0.9 per

cent ) . 

Welsh Econom ic Review 22 SPRI NG 2011
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Figure 2 : House Prices I ndex. All Houses –  All Buyers Seasonally Adjusted ( 1 9 8 3 = 1 0 0 ) .

Property Markets
The Bank of England base lending rate has not  had anywhere m uch to go, sit t ing at  0.5%  since March 2009. Despite recent  short

term  inflat ionary pressure the Monetary Policy Com m it tee is current ly resist ing raising interest  rates.  Meanwhile, UK GDP output

growth was negat ive throughout  m uch of 2009, with green shoots at  last  appearing at  the beginning of 2010.  The nat ional press

has been relat ively silent  on the m at ter of housing in the UK throughout  the year, perhaps because (as with interest  rates)  the

m arket  has been m oribund, with sm all drops in July (0.5% )  and August  (0.9% )  and flat  in Septem ber. However, in October 2010,

com m entators expressed consternat ion that  house prices fell faster that  m onth than expected (0.7% ) , and with the third quarter

change on the previous quarter also being negat ive at  -0.9%  (Figure 2) . A press release from  the Halifax1 (10 th January 2011)

stated that  UK houses prices had fallen 1.6%  over the year, 0.9%  over the final quarter of 2010, with a fall of 1.3%  between

Novem ber and Decem ber. Regional figures are not  yet  available for the final quarter of 2010.

The cur rent  m arket  ref lect s a

com binat ion of  ( largely  negat ive)

condit ions:  low growth in wages, the

prospect  of  rapidly  r ising

unem ploym ent , higher taxes, generally

poor consum er confidence, and m ore

part icular ly,  persistent ly unfavourable

lending condit ions.  With, as ever, too

few hom es, it  will only take a sm all

easem ent  in lending to free up the

m arket .   Probably  t hough,  a m ore

radical downward m arket  correct ion is

st ill needed to return to m ore acceptable

pr ice earnings rat ios.  House pr ice

m ovem ents over 2011 are likely to be

very slight  for the UK as a whole.

Figure 3 shows t hat  lending had

bot tom ed-out  in the early part  of 2009

wit h no sign t hen of easem ent  in

condit ions. 

I n 2009 Q2 the standardised average

house price (based on sales)  in the UK

was £156,944 having dropped by 15%

Source:  Halifax House Price I ndex
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Figure 3 : Gross Mortgage Lending by the m ajor UK Lenders ( seasonally adjusted)  £  billions.

Source:  Bank of England
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Region 2 0 1 0  Q3 2 0 1 0  Q3 Change 

Standardised Annual Change % 2 0 1 0  Q3  - 2 0 0 0  Q3  %

Average Price £

North 125,415 -1.2 126

Yorkshire &   the Hum ber 124,152 4.6 122

North W est 122,181 -5.0 98

East  Midlands 145,701 8.9 109

W est  Midlands 153,923 2.1 94

East  Anglia 155,391 -0.5 85

South W est 195,371 10.6 101

South East 223,983 3.1 68

Greater London 259,749 4.8 74

W ales 135,624 0.1 117

Northern I reland 127,881 -13.1 85

Scot land 121,165 -3.6 94

UK 1 6 6 ,0 3 5 2 .6 9 5

Source:  Halifax 2010

Table 1 0 : All Houses, All Buyers ( Seasonally Adjusted)  3 rd Quarter  2 0 1 0 , Quarter  Averages.

Local Authority Average house %  Monthly Change %  Annual Change*

Price ( £ )  Novem ber 2 0 1 0

Blaenau Gwent 74,144 6.1 -6.4

Bridgend 126,241 -0.2 5.1

Caerphilly 106,240 0.9 7.7

Cardiff 146,263 -0.2 3.3

Carm arthenshire 113,384 -0.7 -2.0

Ceredigion 174,432 -1.8 0.2

Conway 136,998 -0.6 -1.2

Denbighshire 120,651 -1.4 -3.0

Flintshire 130,937 -0.2 0.1

Gwynedd 148,805 0.5 1.7

I sle of Anglesey 135,464 -2.0 1.9

Merthyr Tydfil 78,491 2.6 11.3

Monm outhshire 180,693 -2.2 1.7

Neath Port  Talbot 92,320 1.9 2.5

Newport 121,491 -0.6 1.8

Pem brokeshire 152,967 0.2 2.8

Powys 161,449 0.9 2.3

Rhonda Cynon Taff 80,815 -0.3 1.3

Swansea 115,771 -1.2 -0.2

The Vale of Glam organ 161,828 -0.5 1.5

Torfaen 106,788 -4.1 -1.7

Wrexham 123,646 -2.1 3.4

W ales 1 2 5 ,1 3 1 0 .3 2 .2

*  12 m onths to Novem ber 2010

Source:  Land Regist ry 2010
Note:  Prices shown in the table above are ar ithm et ic averages of houses on which an offer of m ortgage has been granted. These are not

standardised. This m eans that  pr ices can be affected by changes in the sam ple from  one quarter to another. Figures m ay include propert ies

sold for £1m  plus. Houses prices reported at  the town or LA level m ust  be interpreted with caut ion.

Table 1 1 : Average House Price by W elsh Local Authority, 1 2  m onths to Novem ber 2 0 1 0 .
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over the year ( the corresponding figure

for Wales was  £127,876, an annual fall

of 19.5% ) . Since then UK house prices

have bum ped along the bot tom , though

over the year to Q3 experiencing a sm all

r ise of 2.6% . Table 10 shows m arked

var iat ions across t he regions,  w it h

house prices in Northern I reland down

by 13.1%  in cont rast  to gains in the

south west  of 10.6% . The final colum n

in Table 10 shows t he percent age

change over  t he decade,  w it h UK

property values being up by 95% , and

again w it h m arkedly  dif ferent

experiences across the regions. From

albeit  a lower base, the North and

Yorkshire and Hum ber have experienced

value gains of 126%  and 122% , with

Wales j ust  behind t hem  at  117% .

Meanwhile, Greater London and the

South East  were up 68%  and 74%

respect ively. 

Unitary Author it y  data for  Wales is

sourced from  the Land Regist ry which is

not  com parable with the Halifax data2.

Table 11 shows that  average house

prices in Wales show great  variability.

Lowest  house pr ices are found in

Mer t hyr  Tydf il ( £78,491)  w it h t he

highest  pr ices t o be found in

Monm outhshire som e 2.3 t im es higher

(£180,693) .  I n the last  property report

the highest  pr ices were to be found in

Ceredigion ( £172,288) ;  around 1.8

t im es higher than the lowest  (Merthyr

£70,347) .  At  t he m om ent  t hen

condit ions in Wales are conspir ing to

w iden ex ist ing local dif ferences.

Dem and for housing is typically st rong

in Monm outhshire, Caerphilly, Cardiff

and the Vale, and the annual figures

ref lect  t h is st rengt h.   Meanwhile,

Merthyr Tydfil experienced the highest

annual price change in Novem ber, with a

m ovem ent  of  11.3 per  cent ,  and

Blaenau Gwent  exper ienced t he

st rongest  m ont hly growt h w it h an

increase of 6.1 per cent . Torfaen had the

highest  m ont hly  pr ice fall dur ing

Novem ber with a m ovem ent  of -4.1 per

cent . On the whole though, the picture

in Wales is m ore opt im ist ic than that

reported in the last  Review ,  in which the

%  annual change was negat ive across

the board.     

Construct ion New s

The hard winter of 2009/ 10 ham pered

the const ruct ion indust ry. However, new

house building act ivity during the three

m onths to the end of February 2010 was

up by 89%  on the sam e period in the

previous year.  Of the 927 regist rat ions

(of new hom es)  78%  were pr ivate

sector related builds. 

Figures released by the Welsh Assem bly

Governm ent  over a period from  2000-01

t o 2008- 09 show t hat  t ot al st ock

increased from  1,274,500 to 1,338,490

(+ 5% ) . Owner-occupied stock increased

from  904,514 to 954,710 dwellings

( + 5.5% ) ,  while t he r ise in pr ivat e

rentals was 28%  (albeit  from  a sm all

base) .

Com m unity Housing Cym ru figures for

2009 suggest  t hat  t he holding by

registered social landlord (RSLs)  is m ore

likely  t o be in excess of  112,000

(com pared with the 2008-9 est im ate of

alm ost  107,000, shown in Table 12) .  A

goal has been set  to add 6,500 new

hom es to social housing stock in Wales

during the period 2008 to 2011.  

The Com prehensive Spending Review

has t em pered t he m ood of t he

const ruct ion indust ry in Wales, and a

num ber of com m entators (am ong them

t he Royal I nst it ut e of  Char t ered

Surveyors, the const ruct ion com pany

Wilm ot t  Dixon,  and t rade credit

assurance firm  At radius)  are keen to

highlight  the need for banks to increase

their lending. The protect ion afforded to

t he const ruct ion indust ry  by  public

sector spending in Wales is no longer

guaranteed, even though it  is its m ost

im portant  client . Order books are down

on the year, and in such a com pet it ive

environm ent , quality will inevitably be

under threat .   

The inability of Met r ix to pare down their

costs on the St  Athan t raining college

has m eant  that  this project  will be

scrapped,  as has t he t idal Severn

estuary barrage. I f this is the pat tern of

things to com e, then the opt im ism  felt

earlier in 2010 should be substant ially

m oderated. 

Type of Tenure 2 0 0 0 - 0 1 2 0 0 8 - 0 9

Local Authority 187,720 112,996

Registered Social Landlord (RSL)  54,999 106,891

Owner-Occupied 904,514 954,710

Privately Rented 127,267 163,893

All Tenures 1,274,500 1,338,490

Source:  Stats Wales

Table 1 2 : Dw elling Stock Est im ates, by tenure, 2 0 0 0 - 0 1  and 2 0 0 8 - 0 9 .
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Notes:

1 ht tp: / / www.lloydsbankinggroup.com / m edia1/ research/ halifax_hpi.asp?WT.ac= 015

2 For interest , on 28 th Septem ber 2010 the Land Regist ry reported an average UK house price of £167,423, with an August  

m onthly change of 0.3%  ( fifth in a row showing a posit ive m ovem ent )  and an annual change of 6.7% .
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fall) .

More encouraging has been the increase

in the index after the low point  of

2009Q2. I n the year to 2010Q2 the

index of m anufactur ing for Wales grew

by 3.6% . While this is welcom e news, it

st ill m eans that  at  2010Q2 the index

value was around 9%  lower than it  was

in 2006. The Labour Markets sect ion of

this Review shows that  over 30,000

m anufactur ing jobs were lost  over the

June 2008 – June 2010 period (Table 5) .

Wales therefore com es out  of recession

with around 130,000 m anufactur ing

jobs rem aining.

The longer  t erm  decline in

m anufact ur ing,  t oget her  w it h t he

shorter term  described above are a

cause for concern. Manufactur ing m akes

an im portant  cont r ibut ion to the Welsh

economy for the following reasons:  

• I n spite of its falling cont r ibut ion to

Welsh em ploym ent , the sector st ill

cont r ibuted an est im ated 17%  of

Welsh gross value added in 2010. 

• The sector is relat ively well paid,

with earnings closer to (or even

above)  UK averages,  when

com pared w it h f inancial and

business services, for exam ple. 

• Full t im e as opposed to part  t im e

em ploym ent  is m ore prevalent  in

m anufactur ing than services. 

• The sector purchases regional goods

and services which then support

significant  indirect  em ploym ent  in

Wales. 

• The foreign-owned m anufactur ing

sector in Wales has been connected

t o m ore subt le developm ent al

processes including product ivity and

knowledge spillovers to dom est ic

firm s.

Manufact ur ing also m akes a large

cont r ibut ion to Welsh exports. However,

the value of Welsh exports fell during

the recession. For exam ple, in 2008 HM

Revenue and Custom s data revealed

that  Welsh expor t s were £10.64bn,

falling to £9.01bn in 2009 ( i.e. a fall of

15.3% ) . Latest  data is available for

2010Q2 and suggests exports were

m aking a slow recovery. I n the first  half

of 2010 the value of Welsh exports was

around £4.3bn, com pared to £4.7bn in

t he sam e t wo quar t ers in 2009.

Manufactur ing st ill cont r ibutes the lion’s

share of exports. For exam ple, in the

year  ending 2010Q2 m anufact ur ing

cont r ibuted an est im ated £5.6bn out  of

£8.7bn (around 64% )  of Welsh exports.

I n 1990 Welsh m anufactur ing em ployed

around 235,000 people, falling in 2000

to an est im ated 201,000 people. By

2008 this had declined further to an

est im ated 162,000 people or around

14%  of Welsh em ploym ent . This sharp

reduct ion was caused, in large m easure,

by the exit  of som e of Wales’ longest

st anding inward invest ors.  Sect ors

which exper ienced t he sharpest

decreases in t he per iod 2000- 08

included clothing & text iles, publishing

and print ing, m etal m anufacture and

m echanical engineer ing.  However,

losses in these sectors were dwarfed by

the loss of an est im ated 18,000 jobs in

elect r ical engineering, a sector to which

Wales had been so successful in

at t ract ing investm ent  from  overseas in

the 1980s and 1990s. 

Figure 4 shows the UK and Welsh index

of m anufactur ing over the period 2004

to 2010Q2. The t rend in the Welsh index

is generally close to that  of the UK as a

whole. Between 2008Q1 and 2009Q2

the value of the index fell by around

20% . The worst  affected sectors over

this period included food and drink (a

fall of 25%  in the index value) , t ransport

equipm ent  (29%  fall) ,  m etals (30%

fall) , and m echanical engineering (30%

Source:  Office for Nat ional Stat ist ics and Welsh Assem bly Governm ent
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Figure 4 : I ndex of Manufacturing: UK and W ales 2 0 0 4 - 2 0 1 0 Q2  ( 2 0 0 6 = 1 0 0 ) .

I ndustr ia l Act ivity
The focus in this issue of the Welsh Econom ic Review is on the index of m anufactur ing output  in Wales. There is m ount ing concern

regarding cuts in public spending. A corollary is growing interest  in how far elem ents of the pr ivate sector will be able to respond

and fill gaps left  by the reduct ion in act ivity in the non-m arket  sector. I t  is argued here that  a st rong m anufactur ing sector will

be im portant  to the Welsh recovery.



Key export ing sectors include m etals,

chem icals, engineering and autom ot ive

(see Figure 5) .

On the basis of the above analysis a

st rong m anufactur ing sector  will be

im portant  to the Welsh recovery in

2011-2012. Consequent ly,  it  will be

im por t ant  t o conserve t he

m anufactur ing base and to cont inue to

at t ract  new inward m anufact ur ing

invest m ent  f rom  overseas.  While

encouraging indigenous m anufactur ing,

and services sectors is im portant , the

at t ract ion of high quality m anufactur ing

investm ent  from  overseas has been

shown t o produce st rong econom ic

div idends for  the region. For these

reasons policym akers should m onitor

cur rent  t rends in t he regional

m anufactur ing base very carefully.

23

Welsh Econom ic Review

Source:  HMCE
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Figure 5 : Key W elsh export ing sectors ( %  of total exports in year to 2 0 1 0 Q2 )
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Elin Jones was elected to the Assem bly in May 1999 and served as

Shadow Econom ic Developm ent  Minister during the Assem bly’s first

term . Following the Assem bly elect ion in 2003, she retained this

port folio unt il 2006 when she becam e Shadow Minister  for

Environm ent , Planning and Count ryside. On 9 July 2007 the One

Wales Governm ent  was form ed and Elin was m ade Minister for Rural

Affairs.

This review  has a focus on food, but  nonetheless it  w ould be

helpful for  our readers to understand the full range of your

br ie f .  Could you sum m ar ise  your  responsibilit ies,  and

perhaps prior it ise them ?

My responsibilit ies are wide- ranging and include farm ing, forest ry,

food and fisheries in Wales, and my departm ent  also ensures that

all Welsh Assem bly Governm ent  policies take account  of any rural

issues.

High profile issues such as bovine TB, farm  subsidy paym ents,

anim al disease outbreaks, the prom ot ion of food from  Wales, land

m anagem ent , farm  business support , fisheries m anagem ent  and

plant  health including GM crops, all fall within my rem it . 
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ha ving im plica t ions for

sust a ina bilit y .  Also of  econom ic

significance are potent ia l conflicts

bet w een landscape, t our ism  and

sustainable energy.

I n Wales,  as elsewhere,  t here are

always com pet ing pr ior it ies for land use

and som et im es these lead to conflicts.

We have t o balance t he need of

landowners to m ake a liv ing from  the

land with the expectat ions of wider

society of landowners to m aintain the

landscape and act  in an

environm entally- responsible way.

We have t o t h ink  clever ly  about

balancing t hese dem ands,  and m y

Departm ent  has responded with a new

agri-environm ent  schem e, Glast ir, which

will com pensate farm ers for providing

environm ental services.

I  work closely with the other devolved

adm inist rat ions and UK governm ent , as

well as with other Ministers within the

Welsh Assem bly Governm ent  to deal

with com pet ing dem ands on land use in

Wales. For exam ple, the Environm ent

Minister Jane Davidson and I  have just

finished a public consultat ion on the

Natural Env ironm ent  Fram ework for

Wales, which focuses on m anaging our

environm ent  as a whole rather than

focusing on separate parts.

W ha t  is m ea nt  by  t he  t e rm

sustainable farm ing?

The vision of sustainable farm ing is an

indust ry that  enhances the econom ic,

social and environm ental wellbeing of

people in Wales. I ts success depends on

I n term s of my prior it ies, ensuring a

sustainable future for farm ing, fishing

and the woodland indust r ies is at  the

heart  of all the policies for which I  am

responsible. 

As out lined in the One Wales agenda for

governm ent  agreed in 2007, my m ain

focus is on t he follow ing key

com m itm ents:

• Secur ing a £795m ill ion Rural

Developm ent  Plan for Wales

• A schem e to support  new ent rants to

farm ing

• A m aj or  init iat ive on local food

procurem ent

• Support  for indigenous woodlands,

including a t ree for all new babies

and adopted children, helping to

create a Welsh Nat ional Forest

• A St rategic Act ion Plan for the dairy

indust ry

• Securing a derogat ion for Wales to

EU Regulat ions prohibit ing the burial

of fallen stock on farm  land

• To pursue vigorously the eradicat ion

of bovine TB

• I dent ify ing and addressing t he

par t icular  needs of “ deep rural”

areas

• Maint ain ing our  com m it m ent  t o

m axim um  rest r ict ions on GM crops.

Do you perceive conflicts in your

por t folio,  a nd how  a re  t hese

resolved? For exam ple, there are

perha ps conf lict s be t w een

convent ional and organic farm ing,

a nd be t w een pa st ora l a nd

hort icultural land use, w ith each

t he public,  and governm ent s,

recognising the value of the services

delivered, whilst  support ing a balanced

approach to the delivery on the food

product ion agenda,  as well as t he

delivery  of other  public goods and

services. 

The new, overarching food st rategy for

Wales for the next  10 years– Food for

Wales Food from  Wales m akes a bold

step-change in adopt ing a broad food

system  approach to food policy.  I t

br ings t oget her  m any crosscut t ing

issues in the areas of health, food

culture and educat ion, food security,

env ironm ent al sust ainabilit y  and

com m unity developm ent  to provide the

basis for an integrated approach to food

policy. 

Ca n you out line  t he  st ra t egic

object ives of the Farm ing Connect

service?

Farm ing Connect  suppor t s t he

developm ent  of farm ing and forest ry

businesses, enabling them  to rem ain

viable and m eet  future challenges in a

sustainable and innovat ive way. 

I t  of fers one- t o- one suppor t ,

knowledge,  exper t ise,  t rain ing and

advisory services. I t  offers m entoring

and help with the product ion of a Whole

Farm  Plan, a business plan for farm  and

forest  enterprises.

Services are tailored to the individual

farm ing business’ needs, but  include

suppor t  in areas such as f inance,

t echnical,  env ironm ent al,  anim al

I nterview with Elin Jones, Minister  for
Rural Affairs, W elsh Assem bly
Governm ent .



welfare and diversif icat ion and

innovat ion.  Many serv ices are fu lly

funded or subsidised by 80% . Farm ing

Connect  can help farm ers to run their

businesses m ore ef f icient ly  and

ult im ately safeguard the future of the

farm  business.

Learning new skills and refreshing old

ones is vital if individuals are to keep up

wit h changes in t he indust ry,  and

Farm ing Connect  offers regulatory and

vocat ional t raining courses and st rategic

awareness events, as well as keeping

farm ers up- t o- dat e w it h t he lat est

know-how. 

W hat  reputat ion does W ales have

as a food producer, outside W ales?

W hat  is your assessm ent  of this

reputat ion?

Welsh food has a long- est ablished

reput at ion for  dist inct iveness and

qualit y,  m ak ing it  popular  w it h

consum ers across t he wor ld.  Wales

prides itself on supplying som e of the

finest  produce in the world. Thanks to

our producers, our unique geography,

clim ate and farm ing pract ices, Wales

boasts a range of high quality foods,

from  our iconic Welsh lam b and beef to

cheeses and Welsh seafood. 

Welsh Lam b and Welsh Beef have both

been awarded the coveted status of

Protected Geographical I ndicat ion (PGI )

by the European Com m ission, a status

enjoyed by the finest  regional products

from  around the world, such as Parm a

Ham  and Cham pagne. The PGI  badge of

authent icity m eans that  only lam bs and

cat t le born and reared in Wales and

slaughtered in an approved abat toir  can

be m arketed as Welsh. The stock m ust

also be fully t raceable.

Last  sum m er, I  launched the European

Protected Food Nam es I nit iat ive,  t o

increase the num ber of Welsh products

eligible for PGI  status. The benefits for

the beef and lam b sector have been

t rem endous in term s of consum er and

t rade recognit ion both within the United

Kingdom  but  also overseas.

We aim  to increase the Welsh share

from  two products with PGI  status to ten

over the next  two years.

I n future, we want  Wales to increasingly

be seen as a foodie dest inat ion, and our

Food Tourism  Act ion Plan focuses on

ensuring visitors to Wales enjoy food as

part  of the overall Welsh experience.   

Does W ales over or  under achieve in

t e rm s of  conver t ing pr im a ry

a gr icu lt ura l out put s in t o h igh

quality branded com m odit ies?

There are always opportunit ies for food

producers to add value to their  pr im ary

produce by developing high qualit y

branded com m odit ies,  and food

producers need to exploit  these.

That  said,  we are a sm all nat ion

punching above our weight  in term s of

our product ion of high quality food. Our

lam b and beef are iconic, while our

cheese and seafood is up there with the

best  in the world. We are also gaining a

reputat ion for our innovat ive food and

dr ink and hospitalit y  sector,  led by

producers who know their m arket  and

develop their  products in line with its

dem ands.

Cheese product ion in Wales is one area

in which m ilk producers are excelling in

term s of adding value. Around 80%  of

the m ilk produced in Wales is processed

into cheese, both for the m ass m arket

and the quality m arket . This year, Caws

Cenarth’s Golden Cenarth won best

Sem i Soft  cheese, best  Welsh Cheese

and won the Suprem e Cham pion at  this

year ’s Brit ish Cheese Awards, beat ing

903 other cheeses to the t it le.

The food m anufacturing sector in

W ales is im portant . How  does your

por t folio over lap w it h  ot hers in

relat ion to this sector? W hat  do you

consider to be an appropriate role

for  t he  W e lsh  Assem bly

Governm ent  in  deve loping t he

sector?

There are links bet ween food

m anufact ur ing and m any Welsh

Assem bly  Governm ent  depar t m ent s

ot her  t han m y own.  Our  recent ly

published ten-year st rategy for the food

sector in Wales reflects the cross-cut t ing

nature of food and its im portance across

all policy areas.

The Depar t m ent  for  Econom y and

Transport , through its business support

program m es, has st rong links with the

sector, as does the Health and Social

Services port folio, part icular ly in relat ion

t o healt hy  eat ing and im prov ing

wellbeing.

Ensuring that  the food we produce does

not  im pact  adversely  on t he

environm ent  and our natural resources

is t he dom ain of t he Environm ent ,

Sustainability and Housing port folio, so

again there are links with the sector.

Direct  support  for the food indust ry has

been provided by the Welsh Assem bly

Governm ent  and European Union

through the Processing and Market ing

Schem e, part  of the 2007-13 Rural

Developm ent  Plan. To date, the Schem e

has com m it ted £25.5m illion into the

food sect or  in Wales,  helping 155

com panies to develop their  businesses. 

While governm ent  can help the sector

develop,  by prov iding direct ion and

suppor t ,  it  is ult im ately  up to t he

indust ry itself to fulfil it s potent ial. I

t h ink  t h is approach is t he m ost

appropr iate to ensure the sector in

Wales capitalises on its st rengths.

Should food producers ( w het her

farm ers or m anufacturers)  in W ales

be  encoura ged t o ex pa nd t he ir

m arkets outside the UK?

I  am  com m it ted to the prom ot ion of

Welsh food in internat ional m arkets, and

believe that  food producers should be

encouraged to export  where appropriate

and possible.

The success of Welsh Lam b exports are

well publicised, but  we need to ensure

that  we are able to help the wider food

and drink indust ry take advantage of

opportunit ies both within the UK and

abroad. By doing this, we not  only raise

the com pet it iveness and viability of our

indust ry, but  also prom ote Wales as a

producer of a diverse range of quality

products.

We m ust  also rem em ber that  we also

need food to ensure we can feed the

people of Wales. Our new Food St rategy,

Food for Wales, Food from  Wales sets a

radical direct ion for  indust ry  and

Governm ent ,  and faces up t o t he

challenge of ensuring that  people have

access to the affordable and healthy

food they need whilst  ensuring that  it

does not  im pact  adversely  on t he

natural environm ent .

The challenge facing food producers is

to increase product ion to m eet  the

dem and from  a growing populat ion so

that  healthy food is available to all,

while ensuring our land is sustainably

m anaged.  I  am  conf ident  t hat  t he

indust ry can respond posit ively to these

challenges.

W hat  does t he  W e lsh  Assem bly

Governm ent  do to support  export

init iat ives, and how  is the success

of such support  m easured?

As part  of the support  we provide to

food and drink producers in Wales, we

act ively  help t hem  t o access

opportunit ies within both hom e and

overseas m arkets.

We have close links with food and drink

businesses and underst and t heir

business needs. We offer a fully funded,

detailed export  capability review and

appropriate guidance to any business

wishing t o expor t  t heir  product  or

explore new expor t  m arkets.  When

required, we follow this up with m arket

ent ry advice and support  from  local in-

m arket  specialist s,  helping t hose

businesses m axim ise their  chances of

success.

Hybu Cig Cym ru – Meat  Prom ot ion

Wales, the Welsh red m eat  prom ot ional
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body, has successfully  secured new

m arket s for  Welsh red m eat

internat ionally, including Hong Kong,

Singapore and Dubai.  I t  has also

developed ex ist ing int ernat ional

m arkets such as I taly and France, to a

point  where lam b exports alone were

worth £109 m illion in 2009.

The success of expor t  init iat ives is

m easured by the value of deals or

cont racts secured with overseas buyers.

I n turn, the increase in business for the

producer will have an effect  on their

turnover, product ion, and num ber of

em ployees.  These are all elem ent s

which we t ry and m easure through our

contact  with the indust ry.

H ow  sa t isfa ct ory  is t he  m a rk e t

st ructure of UK food suppliers? For

exam ple, just  as a few  big banks

have com e to dom inate the financial

sector, is this not  a lso the case w ith

regard to superm arkets and retail

food?

The Welsh Assem bly Governm ent  aim s

to support  the r ight  m arket  condit ions to

enable fair  com pet it ion and supports the

int roduct ion of  a fu lly  independent

enforcem ent  body. 

I  have pressed for the int roduct ion of an

om budsm an to intervene where unfair

pract ice is suspected, and have m ade

this view clear to the UK governm ent  on

several occasions.  I  am  t herefore

pleased with the recent  decision to

int roduce a “ Grocer ies Code

Adjudicator”  to m onitor and enforce the

Groceries Supply Chain Code of Pract ice. 

This is an im portant  step towards the

establishm ent  of an arbit rator but  I  am

aware that  we could be som e way off

seeing anyone in that  posit ion.

I n Wales, we have a diverse range of

opportunit ies for food producers to sell

their  products. One in five Welsh food

and drink products is bought  direct  from

the producer, a stat ist ic of which I  am

par t icular ly  pleased.  Food fest ivals,

farm ers m arket s,  farm  shops and

projects like Pem brokeshire Produce

Direct  have increased opportunit ies for

the consum er to buy direct . 

Superm arket s are becom ing m ore

aware of the local sourcing agenda and

are stocking an increasing range of

Welsh products. Through our consum er

t rack ing research,  we are able t o

ident ify how and where consum ers buy

Welsh food and drink and work with

t hose ret ailers we feel are

underperform ing in this area.

We have a dedicated t rade developm ent

program m e to help com panies large and

sm all to engage with the range of

retailers we have in the UK. The m ain

aim  is to facilitate the purchase of Welsh

food and drink by retailers, and help

t hem  effect ively  m anage t heir

relat ionships with producers.

Access to Welsh seafood in Wales has

t radit ionally been rest r icted because of

the high dependence of the indust ry on

export  to Europe. Through the European

Fisheries Fund, which has com m it ted

£7.4m illion to the fishing indust ry in

Wales, real progress is being m ade to

address our reliance on the European

m arket .  A recent  success was t he

agreem ent  between the South West

Wales Fishing Associat ion and Wait rose,

which has increased the range of Welsh

fish and shellfish in store.

W hat  do you consider to be the

grea t est  cha llenge  for  W e lsh

farm ers and food producers over

the next  decade?

The m ajor challenge ahead is how Wales

can m aint ain it s food product ion

potent ial while at  the sam e t im e cut t ing

em issions of greenhouse gases. 

I n 2009, I  set  up the independent  Land

Use Clim ate Change Group to report  to

m e on how the rural sector can respond

to clim ate change in term s of food

supply  and secur it y,  carbon

sequest rat ion and renewable energy

reply.

The report ’s em phasis is on m aintaining

intensive dairy, sheep and beef sectors

while diversify ing and increasing

vegetable crops. I n the longer term , the

report  recom m ends developm ent  of a

m ore radical approach where m uch of

the cat t le herd is housed and m ethane

em issions are capt ured.  By  2040,

agriculture and land use sectors could

m ake substant ial progress to carbon

neut rality.

I  will be publishing an im plem entat ion

plan based on t he Repor t ’s

recom m endat ions soon.

A visible exam ple of the effect  of clim ate

change on farm ing today, and one which

has featured in the m edia is its im pact

on anim al health. 

Clim ate change m ay have a significant

im pact  on new and em erging anim al

diseases such as Bluetongue and Afr ican

Horse Sickness, leading to an increase

in t he need for  surveillance by

governm ent  and increasing vigilance

from  the farm ing com m unity.

This increase coupled with other factors

will m ean that  the scope of Governm ent

to intervene and support  the farm ing

indust ry to m anage endem ic anim al

diseases is likely to becom e increasingly

lim it ed and you w ill see a m ore

collaborat ive approach being taken. This

is already evident  in the way the bovine

TB Eradicat ion Program m e in Wales is

being taken forward. 

However, this will also m ean that  the

farm ing indust ry will be relied upon to

com e up with solut ions for tackling

m any other anim al diseases that  do not

have im plicat ions for hum an health.  As

we m ove forward it  w ill becom e

essent ial that  we cont inue to develop

ways of  collaborat ive work ing t hat

prom ote the highest  standards of anim al

health and welfare. 

Therefore, my current  st rategy is to

encourage product ion of  very  high

quality produce. This, coupled with high

anim al welfare standards, will ensure a

highly sustainable farm ing indust ry that

has an int ernat ionally  recognised

reputat ion for its excellence in food

product ion. 

I n addit ion, less financial support  from

the Com m on Agricultural Policy (CAP)

m ay be a challenge for farm ing. The

European Com m ission has em phasised

the im portance of m aintaining farm ing

and food product ion across the 27

Mem ber States, which is good news for

Welsh farm ers.  Single Paym ent  will

cont inue t o be t he m ain suppor t

m echanism  for  farm ers but  w it h

pressure on the EU budget  and auster ity

m easures in Mem ber States, farm ers

will increasingly  becom e m arket

dependent .  

The future CAP is em phasising the

im portance of food and environm ental

security as well as sustainable rural

developm ent ,  and funding w ill be

m aintained to support  the provision of

these ‘public goods’.  Farm ers need to be

astute business m en and wom en to

secure a profitable future through an

integrated approach to the product ion of

food and environm ental benefits.  CAP

Reform  inevitably m eans change and

business planning will great ly reduce

negat ive im pact s such as incom e

redist r ibut ion.

Elin Jones, Thank You .
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Sum m ary

Pr im ary  food product ion has,

histor ically, been a relat ively im portant

part  of the Welsh economy, especially

beyond the indust r ial conurbat ions of

the South and North-East . However,

w it h successive changes in t he

support ing policy fram ework and fast-

m ov ing changes in bot h consum er

tastes and retailing, agriculture in Wales

has suffered a worse decline than in any

other region of the UK between 1997

and 2007. As far back as 2000, Christ ine

Gwyt her ’s wr it t en answer  t o an

Assem bly  Quest ion suggest ed t hat

agriculture cont r ibuted 1.4%  of Welsh

GVA but , if subsidies were excluded, its

cont r ibut ion was “ close t o zero.”

However,  this ignores the fact  that

agr iculture acts as the base of an

increasingly  closed supply  chain

em bracing processing, dist r ibut ion and

retailing, and as an agri- food sector the

cont r ibut ion m ade is subst ant ially

greater. This paper reviews the analyt ic

tools which can be used to dem onst rate

t he st rengt h of  int erconnect ions

between the com ponents of this supply

chain and indicat es t he relat ive

cont r ibut ions of different  com m odit ies

to em ploym ent  and value-added in the

economy of Wales. I t  concludes by

challenging the convent ional wisdom

underpinning the st rategy for the food

and dr ink sectors which em phasises

export- led growth.

Agr icult ure,  of t en descr ibed as t he

backbone of Welsh rural areas, m akes a

cont r ibut ion that  goes beyond its own

internal econom ic funct ioning. I t  is a

provider of public goods, which include

stewardship of the landscape and agro-

biodiversit y  ( bot h im por t ant  for  a

growing rural tourist  indust ry) , and now

m ore especially  t he role of upland

farm ing in m anaging and developing the

carbon sink provided by peat  lands.

These are em erging as key dim ensions

in the discussion about  the future of EU

subsidies after the current  budgetary

program m ing period expires in 2013.

The fortunes of farm ing in Wales have

always been volat ile, and although at

present  farm  gate pr ices are relat ively

high due to the com bined effect  of a

world food price spike and ster ling’s

weakness,  t he long term  t rends in

em ploym ent , incom es and cont r ibut ion

to nat ional Gross Value Added (GVA)  are

all downwards. I ndeed, of all regions in

the UK, the decline of farm ing in Wales

has been the m ost  pronounced over the

past  decade.2 I n 1998, the cont r ibut ion

of agriculture to Welsh GVA was 1.4% ,

although if direct  subsidies were net ted

off this declined to 0.6% , and taking

into account  the (adm it tedly difficult  to

quant ify)  indirect  subsidisat ion effects of

t ar if fs on im por t s,  it  m ade no

cont r ibut ion at  all.3 Publicat ion of this

opinion at t racted considerable cr it icism

at  the t im e but , neglect ing any r isk of

further cont roversy, it  is probably safe

to assum e that , m easured in these

term s, a decade later the cont r ibut ion of

farm ing is probably negat ive.

Nevertheless, the non- farm  elem ent  of

the EU’s Rural Developm ent  Program m e

( RDP)  is based on t he idea t hat ,

together with the jobs associated with

agriculture in m arket ing, processing and

dist r ibut ion of food products, the agri-

food com plex cont r ibutes substant ially

t o rural econom ies.  Because food

m anufactur ing can take advantage of

the proxim ity of sources of pr im ary

inputs, the m ult iplier effect  is st rong:  in

four European rural regions, Mat tas and

Tsakir idou (2010)  found em ploym ent

m ult ipliers in the food sector ranging

from  2.0 to alm ost  3.5. These linkages

derive from  the em ploym ent  supported

in ot her  sect ors t hat  supply  food

m anufactur ing, and spending out  of the

wages they generate on local goods and

services, in turn support ing m ore jobs. 

Moreover, the food sector is one part  of

the m anufactur ing economy that  is to an

extent  recession-proof, as spending on

food is resilient  even when econom ies

stop growing. The cont r ibut ion that  the

food sect or  can m ake in Wales is

im portant , especially when, according to

ONS dat a,  Welsh m anufact ur ing

em ploym ent  has shrunk from  19.6%  of

the total workforce in 1999 to 12.7%  in

2009. I n absolute term s, Wales has

m ore t han a quar t er  of  it s

m anufact ur ing labour  force in t he

previous decade.

Developm ent  of a new St rategy for the

Food and Drink sector in Wales takes

this cent rally into account :  without  a

financially sustainable indust ry at  its

core, the wider aim s relat ing to nut r it ion

and health,  cut t ing food m iles and

consequent ly also reducing greenhouse

gas em issions, and developing thr iving

local econom ies throughout  the terr itory

of Wales, will all be frust rated. I n its

draft  consultat ion form , Food for Wales,

Food from  Wales,4 encapsulates the

twin aim s of increasing the consum pt ion

of fresh local produce by enhancing

resident  food culture, while at  the sam e

t im e raising the value of export  sales by

drawing on im proved diversity, range,

quality and dist inct iveness. To achieve

this, the am bit ious intent ion ( facilitated

and led by the Assem bly Governm ent ,

rather than undertaken by it )  is to

im prove the ent ire food system , through

m arket  developm ent  with an em phasis

on st ronger branding and prom ot ion,

im proved consum er  inform at ion and

awareness, m ore ecologically efficient

product ion and supply chains, innovat ion

and niche product  developm ent , higher

sk il l levels in t he work force,  and

integrated policy developm ent , especially

with regard to regulat ion.

This am bit ion appears m ore courageous

now that  the full extent  of reduct ions in

UK public expendit ure has becom e

apparent . To som e extent , support  for

the whole agri- food com plex is insulated

from  these funding pressures because

the m ain resource com es from  the EU

budget ,  t ogether  with dom est ic co-

funding which is pre- com m it t ed.

However, the m ajority of RDP resources

– them selves rather less generous than

elsewhere in t he EU,  for  h ist or ical

reasons – are devoted to aids to the

farm ing sector itself.  Although there is

t he int ent ion t o leverage pr ivat e

cont r ibut ions, only 8%  of the overall

€993 m ill ion of  public spending

com ponent  of the program m e supports

either the Processing and Market ing

Grant  Schem e or the Supply Chain

Efficiency Schem e, which are the m ain

m eans of  accom plishing t he Food

Strategy object ives. I t  is unlikely that

m uch addit ional funding will com e from

t he Assem bly  Governm ent ’s own

reduced budget , and even European

sources m ay cont ract  after 2013 as the

Com m ission’s com pet it iveness and

em ploym ent  aspirat ions clash w it h

m em ber states’ desire to rest r ict  it s

spending to half of what  has been

proposed.

As current ly st ructured, the draft  Food

Strategy envisages a coordinat ing role

for updat ing all of the act ion plans that

current ly exist :  for local sourcing, food

tourism , red m eat , dairy, hort iculture

and organic foods, as well as a new

init iat ive for  f ish.  Whilst  som e

overarching act ivity is necessary for all

food and dr ink produced in Wales,

devot ing lim ited and perhaps declining

resources across all food sectors r isks

giving too lit t le at tent ion to any. This

uncom for table t rade-off im plies that

pr ior it isat ion m ust  occur, and one of the

cr iter ia that  will help to dist inguish

between opt ions is the st rength of the

em ploym ent  m ult iplier effect  (another

could be the potent ial for future growth,

which of course would also need to take

any m ult iplier effect  into account  in

order to gain an overall perspect ive) .  

Food and the Econom y in W ales
Peter Midm ore, Professor of Econom ics, School of Managem ent  and Business, Aberystwyth University1.  



The m ost  popular way of est im at ing

m ult ipliers is to use an input-output

m odel.  This m odel is based on detailed

representat ion of purchases and sales

between different  product ive sectors as

a m eans of const ruct ing, understanding

and reconciling dif ferent  m eans of

calculat ing GVA. I t  also possesses the

vir tue of being able to discr im inate

between the incom e and em ploym ent

m ult iplier  ef fect  exer t ed by  each

indiv idual sect or.  Less well- known,

however, are the m odel’s lim itat ions.

First ly,  because the under ly ing data

required is so detailed and com plex, by

the t im e accurate input-output  accounts

becom e available they represent  a dated

snapshot  of  how an econom y has

worked hist or ically,  and int ervening

st ructural changes often substant ially

affect  t heir  accuracy.  Secondly,  t he

underlying m odel assum es that  all the

necessary inputs, especially labour, will

be available, and ut ilised, from  local

sources where specified.

Subject  to these caveats, the following

em ploym ent  m ult ipliers and

relat ionships for the Welsh Food and

Drink indust ry are drawn from  an input-

output  table for 2003 (derived from  an

exercise to extend the fram ework to

encom pass the diverse nature of the

t our ism  indust ry :  see Jones and

Munday, 2004) . 

The first  colum n of the table shows the

fam iliar  em ploym ent  m ult iplier

m easure, represent ing the total num ber

jobs that  depend, direct ly and indirect ly,

on each person direct ly em ployed in the

various branches of the Welsh food

sector. From  this perspect ive, the dairy

processing sector creates m ost , with

just  over two and a half addit ional jobs

depending on every direct  job, and

overall the food sector generates about

four ext ra jobs in other sectors for each

five within it .  The dairy  and m eat

m ult ipliers are broadly in line with those

found by Mat tas and Tsakir idou (2010) .

However,  t h is m easure can be

m isleading as it  can be inflated if an
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indust ry is relat ively labour-extensive,

or vice-versa, so the second colum n

shows an alternat ive based on jobs

within or dependent  on food processing

sectors per unit  of turnover;  here, the

largest  m ult iplier effect  is in other food

product s ( including anim al feed

product ion, but  also incorporat ing a

sm all am ount  of  em ploym ent  in

producing other m inor products) . 

Finally, to account  for the fact  that  the

overall workforce size varies between

processing sectors, the third colum n

shows total em ploym ent  direct ly and

indirect ly created within Wales by the

various com m odity act ivit ies. Direct ly,

the food sector em ploys about  2%  of

the overall workforce, whereas if the

indirect  jobs are also taken into account

this r ises to about  3.6% . Given the bias

of food indust r ies towards locat ing in

rural areas,  t he propor t ion of

em ploym ent  in the rural labour force is

likely to be considerably higher. Meat

processing is responsible for a third of

all related jobs, and together with dairy

processing, just  over half of all food

related jobs are dependent  on these two

sect ors.  Bot h act iv it ies are

predom inant ly  large in scale and

concent rate jobs in a sm all num ber of

localit ies, and such enterprises have

benefited substant ially from  investm ent

aids provided by the RDP.

While it  is useful and im portant  to know

what  proport ion of em ploym ent  in Wales

exists as a result  of the food sector, the

data above do not  provide a guide to the

m ost  appropriate pr ior it ies for public

investm ent . Although they apparent ly

lend support  to the current  st rategy of

developing the export  sectors in dairy

and sheepm eat , there are good reasons

why such ev idence needs t o be

interpreted caut iously. First , technology

and m arket  changes since 2003 will

have alm ost  cer t ain ly  alt ered t he

relat ionships between direct ly created

j obs in t he food sector  and t hose

elsewhere, so that  the m agnitude of

im pact  is overstated:  for exam ple, there

are fewer  slaught erhouses and

cream eries in Wales now than in 2003,

and those that  rem ain are m ore labour-

efficient . Equally, the sources of inputs

for  expanding food indust ry

em ploym ent  will often be generated

out side,  rat her  t han w it h in,  Wales,

reducing backward local linkages. I t  is

not  uncom m on,  for  exam ple,  for

livestock from  the North and East  of

England t o be processed in Welsh

facilit ies. Hence, the histor ic m ult ipliers

only poorly correspond to how different

sectors will respond to expansion and

cont ract ion.  More recent  data provided

by the forthcom ing I nput-Output  Tables

for Wales in 2007 will go som e way to

overcom ing this drawback.  

The cr it ical issue, however, is that  these

m ult iplier relat ionships are m erely a

represent at ion of  t he st rengt h of

ex ist ing supply- chain linkages in a

regional economy. I t  is usual also to

assum e that  any expansion (of the food

processing sector, say)  will be able to

acquire t he necessary  input s,

part icular ly labour, from  local sources.

However, labour supply in rural Wales is

lim ited in both quant ity and quality, and

as a result  of  new developm ent s

com pet ing for labour with other exist ing

rural em ployers, the overall effect  on job

growth and rural developm ent  is likely

to be substant ially weaker than the

standard m ult iplier approach im plies.

There have been no studies in Wales of

the ex-post rural m ult iplier:  the change

in em ploym ent  observed after a new

developm ent  has taken place, rather

t han t hat  predict ed by  m ult iplier

analysis beforehand. However, evidence

from  t he Unit ed St at es ( see,  for

exam ple, Kilkenny and Part r idge, 2009)

suggest  t hat  t oo m uch rural

em ploym ent  in expor t - or iented food

processing can reduce investm ents that

m ake rural life at t ract ive, underm ine the

quality of am enit ies and dim inish the

econom ically act ive populat ion. 

For a food st rategy that  aim s to prom ote

overall rural developm ent ,  t he

Em ploym ent  Mult iplier (direct Jobs (direct  and indirect ) Total jobs (and %

and indirect  em ploym ent per £1m  of turnover workforce)  in Wales

per direct ly created job) dependent  on sector†

Meat  processing 2.11 15.5 13,280 (1.2% )

Dairy products 3.56 17.1 6,510 (0.6% )

Fruit , vegetable and fish processing 1.81 17.9 5,480 (0.5% )

Bread and biscuits 1.27 20.1 8,200 (0.8% )

Other food products 1.55 20.4 4,760 (0.4% )

Confect ionery 1.60 17.2 1,240 (0.1% )

Average for food sector 1.84 17.5 39,470 (3.6% )

† Based on 2003 input-output  relat ionships and 2007 workforce stat ist ics, derived from  NOMI S

Table 1 : Mult iplier  Relat ionships, W elsh Food Sector
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im plicat ions of  t h is quest ion t he

convent ional wisdom  that  the support

for large scale, efficient  export-or iented

processing plants should form  the m ain

thrust  of policy. Two effects m ay occur,

the first  put t ing pressure on lim ited rural

labour  m arket s,  and t he second

(because of the t rade balance effect )

leading to an out flow of the capital

necessary to develop a range of local

act iv it ies t hat  could count er  t h is

specialisat ion and im prove the quality of

am enit ies and services. I n the ext rem e,

t h is would even be self- defeat ing

because together these pressures could

accelerat e populat ion decline.  As a

result , the m ore im portant  pr ior ity than

m arket  developm ent  appears to be the

enhancem ent  of food culture:  diverse,

innovat ive and high qualit y  foods,

available from  short  local supply chains,

can be an im portant  cont r ibutor to the

at t ract iveness and am enit y  of rural

areas for residence purposes. Though

fur t her  invest igat ion in t he specif ic

context  of Wales is necessary, it  seem s

likely that  a larger and m ore stable rural

populat ion, generat ing dem and for local

food, is a necessary and im portant

prerequisite for overall developm ent .

Notes

1. Peter Midm ore is a m em ber of the Welsh Assem bly Governm ent ’s Food and Drink Advisory Partnership, but  writes here

in a personal capacity. Grateful acknowledgem ents are due to Dennis Thom as and Hadyn Edwards for helpful com m ents

on an earlier draft .

2. Source:  ONS, Statbase, available at  ht tp: / / www.stat ist ics.gov.uk, and Welsh Assem bly Governm ent ,

ht tp: / / wales.gov.uk/ topics/ stat ist ics/ ?lang= en. I n current  pr ice term s, Welsh agriculture, hunt ing, forest ry & fishing

cont r ibuted £634 m illion to GVA in 1997 and £202 m illion in 2007. I f inflat ion is taken into account , this represents a

decline of 77% . Total num bers in em ploym ent  have not  fallen so fast :  in 1997 the total labour force was 63,397,

whereas in 2007 it  was 57,020.

3. Nat ional Assem bly for Wales, Answers to Quest ions not  reached in Plenary, 24 May 2000, available at :

ht tp: / / www.assem blywales.org/ bus-hom e/ bus-cham ber/ bus-cham ber- first-assem bly/ bus-cham ber- first-assem bly-

rop/ 392e716e000e84d2000012b800000000.pdf?langopt ion= 3&t t l= Answers

4. Food for Wales, Food from  Wales 2010-2020:  Proposed Food St rategy for Wales, Cardiff,  Welsh Assem bly Governm ent .

Available at :  ht tp: / / wales.gov.uk/ docs/ drah/ consultat ion/ 100705foodst rategyconsultat ionen.pdf (accessed 15th

Novem ber 2010) .

References

Jones, C. and Munday, M., 2004, Evaluat ing the econom ic benefits from  tourism  spending through input-output  fram eworks:

issues and cases, Local Econom y ,  Vol. 19, No. 2, pp. 117-133. 

Kilkenny, M. and Part r idge, M., 2009, Export  sectors and rural developm ent , Am erican Journal of Agricultural Econom ics,  Vol. 91,

No. 4, pp. 910-929.

Mat tas, K.  and Tsakir idou, E., 2010, Shedding fresh light  on food indust ry’s role:  the recession’s afterm ath, Trends in Food Science

& Technology ,  Vol. 21, No. 4, pp. 212-216.

Welsh Econom ic Review 22 SPRI NG 2011



32

Feature Art icle

I nt roduct ion

At  a t im e of unprecedented econom ic

upheaval, when the very foundat ions of

t he econom y are being called int o

quest ion, it  is easy to forget  that  one of

the m ost  im portant  social experim ents

of the post-war era could be com ing to

an end. I t  is no exaggerat ion to present

the school food revolut ion in such grand

term s because, in our view, school food

is t he lit m us t est  of  a societ y ’s

com m itm ent  to social j ust ice, public

healt h and sustainable developm ent

(Morgan and Sonnino, 2010) . I n this

art icle it  is argued that  the school food

revolut ion -  which aim s to create a

healt h ier  diet  for  children,  a m ore

localised food economy and a m ore

sustainable food system  -  was beginning

to show som e real progress, especially

in deprived parts of the count ry where

healt h gains are hard t o secure.

However,  t hese hard won “ lit t le

victor ies”  are now under threat  because

severe public expendit ure cut s are

forcing local author it ies to ser iously

consider  t heir  school food opt ions.

Should they form  council or arm ’s length

consort ia to reap econom ies of scale and

reduce overheads? Or is it  safer to

outsource to pr ivate cont ractors who

have m ore incent ive to cut  costs? Most

radically, should the service be reduced

to the bare statutory m inim um  -  the

provision of free school m eals to the

very poorest  children?

School food is the m ost  visible part  of a

wider debate about  the quality of public

sector food provisioning in the UK. I n

recent  years the governm ent  has woken

up to the fact  that  public procurem ent  is

a powerful developm ent  tool if it  can be

deployed effect ively. Public food is a

good index of socially responsible public

procurem ent  because such food is

dest ined for  t he m ost  vulnerable

consum ers in society – like pupils,

pat ients and pensioners, for exam ple. I f

we want  t o deploy  t he power  of

purchase m ore effect ively, the debate

about  the quality of food on the public

plate – how it  is produced, where it  is

sourced and, of course, its nut r it ional

value – can no longer be confined to a

narrow dialogue between procurem ent

m anagers and their  large corporate

suppliers. 

Public food prov isioning has been

m oving up the polit ical agenda for

reasons that  were succinct ly expressed

by the Departm ent  for Environm ent ,

Food and Rural Affairs (Defra) :

“ I f we are what  we eat , then

public sector  food purchasers

help shape the lives of m illions of

people.  I n hospit als,  schools,

pr isons, and canteens [ .. . ] ,  good

food helps m aintain good health,

prom ot e healing rat es and

im prove concent rat ion and

behaviour. But  sustainable food

procurem ent  isn’t  j ust  about

bet ter nut r it ion. I t ’s about  where

the food com es from , how it ’s

produced and t ransported, and

where it  ends up. I t ’s about  food

quality, safety and choice. Most

of all,  it ’s about  defining best

value in it s broadest  sense”

(Defra, 2003)

Defining “best  value”  is easier said than

done because, in the cut  and thrust  of

procurem ent  negot iat ions, this not ion is

often confused with low cost . School

food reform ers have been at  t he

forefront  of cam paigns to define “best

value in its broadest  sense”  because

they believe that  wholesom e school food

delivers values for m oney, and not  just

value for m oney in a narrow sense.

I ndeed, the way in which school food is

v iewed and valued w ill u lt im at ely

determ ine whether or not  the school

cater ing service has a viable future in

the UK. Before addressing the future of

the school food service, it  is worth

knowing som ething of its past .  

The School Food Revolut ion: how

and w hy it  happened 

The history of school food in the UK has

been shaped by three very different

regulatory regim es, each of which has

had a profound effect  on the nature of

the service. This sect ion draws on our

recent  book – The School Food

Revolut ion -  to provide a br ief history of

the school food service (Morgan and

Sonnino, 2010)

The Welfare Era of Collect ive Provision

Social histor ians locate the or igins of

school food provision in the 1880s,

when the bir th of com pulsory educat ion

exposed the problem  of undernourished

children and their  inabilit y  to learn

effect ively. I n fact  in the early days,

warfare was as im portant  an influence

as welfare because it  was discovered

that  t he poor  physical condit ion of

recruit s dur ing t he Boer  War  was

im pair ing the war effort . As a result , a

Royal Com m ission on Physical

Deteriorat ion was established and its

report  led to the Educat ion (Provision of

Meals)  Act  of 1906, which gave Local

Educat ion Authorit ies (LEAs)  the power

t o prov ide m eals f ree for  children

without  the m eans to pay for them . 

Although the or igins of the welfare era

can be t raced back to the 1880s, it  was

the Educat ion Act  of 1944 that  really

codif ied t he values of  t he era of

collect ive prov ision.  Am ong ot her

things, the 1944 Act  laid a duty on all

LEAs to provide school m eals and m ilk in

pr im ary  and secondary  schools;  it

specified that  the pr ice of m eals could

not  exceed the cost  of the food;  and it

established that  the school lunch had to

be suitable as the m ain m eal of the day

and had t o m eet  t he nut r it ional

standards that  were first  int roduced in

1941. The welfare regim e was killed off

by the first  Thatcher governm ent .

The Neo- liberal Era of Choice

Alt hough t he neo- liberal regulat ory

regim e was largely dr iven by a desire to

cut  costs, it  was also an at tem pt  to align

t he school m eals serv ice w it h t he

consum er culture of the 1970s. A new

consum er  cult ure was t herefore

m arshaled as evidence to just ify an old

Conservat ive ideology ( less public

expenditure and m ore pr ivate choice) .

The neo- liberal era was em bodied in two

radically new policies. The first  was the

1980 Educat ion Act , which t ransform ed

t he school m eal serv ice from  a

com pulsory nat ional subsidized service

for all children to a discret ionary local

service. I t  also int roduced four other

m aj or  changes:  ( i)  it  rem oved the

obligat ion on LEAs to provide school

lunches, except  for free school m eals;

( ii)  it  rem oved the obligat ion for m eals

to be sold at  a fixed pr ice;  ( iii)  it

elim inated the requirem ent  for lunches

to m eet  nut r it ional standards;  and ( iv)  it

abolished the ent it lem ent  to free school

m ilk .  The Conservat ive educat ion

m inister, Mark Carlisle, ident ified three

reasons why school m eals had to be

reform ed:

• To m ake sav ings in public

expendit ure and est ablish t he

principle of “ sound econom ics”

• To ensure t hat  t he burden of

educat ion expenditure cuts fell on

school m eals not  t he educat ion

service itself, and

• To give parents and children m ore

freedom  of choice.

The second piece of  neo- liberal

legislat ion was t he 1988 Local

Governm ent  Act ,  which int roduced

The Com ing Crisis of School Food:
From  Sustainability to Austerity?
Kevin Morgan, Professor of Governance and Developm ent , School of City and Regional Planning, Cardiff University.
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com pulsory com pet it ive tendering (CCT)

into public sector cater ing. Under the

CCT regim e,  local aut hor it ies were

required to subm it  their  school m eal

serv ice t o out side com pet it ion.  As

bidders felt  obliged to offer the lowest

pr ice,  CCT t r iggered a dram at ic

reduct ion in costs, which induced m ajor

changes to the school m eal service,

including a loss of  k it chens ( as a

processed food culture took root ) , a less

skilled workforce, and the debasem ent

of the food, t ransform ing it  into what

one prom inent  school cook

charact er ized as “ cheap processed

m uck”  (Orrey, 2003) . 

From  a public health standpoint , the

neo- liberal era was responsible for a

m onst rously  m yopic m istake.  I n it s

desire t o m ake shor t - t erm  public

expenditure savings, the Conservat ive

governm ent  fuelled t he growt h of

unhealthy diets in schools, one of the

pr im ary  det erm inant s of  obesit y  in

children and young people. School food

was driven by one factor above all

others – if a food sold well and was

profitable, it  was provided (Passm ore

and Harr is, 2004) .

The (Em erging)  Ecological Era

The ecological era is predicated on one

of the core pr inciples of sustainable

developm ent :  the need to render visible

the costs and connect ions that  have

been ex t ernalized ( and rendered

invisible)  by convent ional cost-benefit

analysis. I n other words, it  highlights

the m ult iple linkages between school

food, public health, social just ice and

environm ental integrity for exam ple, all

of which are key aspects of sustainable

developm ent . 

Although the ecological era is popular ly

associated with the nam e of Jam ie

Oliver, whose TV series helped to put

school food on the polit ical agenda, the

real or igins of the new era lay in a new

Scot t ish st rategy called Hungry For

Success,  which cham pioned a radically

different  type of school m eal service

( Scot t ish Execut ive,  2002) .  Am ong

ot her  t h ings,  t he Scot t ish st rat egy

contained t hree m aj or  social policy

innovat ions:  it  recom m ended a “whole-

school approach”  to school food reform

to ensure that  the m essage of the

classroom  was reinforced in the dining

room ;  it  called for bet ter quality food to

be served in schools, supported by new

nut r ient-based standards;  and it  argued

that  the school m eal service was closer

to a health service than a com m ercial

service.

This ecological approach is so radically

different  from  the values of neo- liberal

era that  it  const itutes nothing less than

a school food revolut ion. I n the eight

years since the publicat ion of Hungry

For Success,  the ecological approach

has spread t o England and Wales

( though the lat ter decided not  to follow

the other two nat ions in adopt ing new

nut r ient-based standards because the

Welsh Assem bly Governm ent  feared

that  doing too m uch too soon would

have an adverse effect  on the take-up of

school m eals.)   

Scope and Lim its of the Ecological Era

When we discussed the new ecological

era in our book, we concluded by saying

that  the euphoria that  greeted it  could

prove to be short  lived because at  least

three condit ions had to be m et  before it

could be declared a pract ical success.

First ly, ext ra resources were necessary.

We argued that  the school food service

needed to be put  on a sounder econom ic

foot ing because, when local authorit ies

were expected to int roduce the m ost

radical reform  since 1944, the service

was in a very fragile financial state. I n

fact ,  following the Jam ie Oliver  TV

series, and in part  caused by it ,  the

t ake- up of  school m eals act ually

declined, placing school caterers in an

unsustainable posit ion of higher costs

( for bet ter quality food ingredients and

ext ra labour t im e)  and lower take-up (as

som e children recoiled from  the new

m enus) . 

Second,  new sk ills set s were also

needed t hroughout  t he school food

chain, from  farm  to fork. Cooks and

cat erers had t o be equipped w it h

healthy cooking skills for exam ple, while

local aut hor it y  procurem ent  of f icers

needed t he com pet ence and t he

conf idence t o design t enders t hat

allowed quality food (be it  local, fresh or

organic, for exam ple)  to be the norm ,

rather than the except ion. 

Third, we argued that  greater social

part icipat ion was needed if school food

reform  was to be sustained.  While the

welfare and neo- liberal eras had

designed their  policies for children, the

ecological era should design its policy

with children and their  parents, enabling

the lat ter to be act ive agents in the

process, rather than the passive objects

they had been in the past . 

Som e innovat ive local authorit ies were

exper im ent ing w it h t he ecological

approach to school food provisioning

long before it  was either fashionable or

obligatory to do so. I n our book we

explore these school food pioneers –

East  Ayrshire in Scot land,

Carm arthenshire in Wales and South

Gloucestershire in England – to show

that  local reform  was possible despite

the lim its of nat ional regulat ions. 

Apar t  f rom  t hese t hree pioneer ing

count ies, the m ost  am bit ious at tem pt  to

realize the ecological approach in the UK

to date has been the Soil Associat ion’s

Food for Life Partnership (FFLP) , which

cham pions a whole-school approach to

school food reform . Launched in 2007,

and supported by a BI G Lot tery grant  of

£16.9 m illion over five years, the FFLP

program m e is work ing w it h 2,700

schools in England to enable children to

eat  good food, learn where it  com es

from , how it  is produced, and how to

grow it  and cook it  them selves. Despite

som e very  encouraging result s –

especially as regards higher take-up

rates of school m eals, im proved learning

environm ents and m ore localized food

supply chains – the FFLP process looks

likely to stop when Lot tery funding ends

in 2012. 

The Unfinished Revolut ion:

Austerity versus Sustainability?

I f the school cater ing service was in a

fragile financial state before the current

econom ic cr isis, what  will it  look like

after the proposed public expenditure

cuts? I n its 2007 school m eals survey,

the Local Authority Caterers Associat ion

said “ the service is under im m ense

pressure and it  is not  inconceivable that

local aut hor it ies would consider

abandoning the service as budgets are

unable to sustain the costs involved with

the int roduct ion of the new school food

standards”  (LACA, 2008) . The key issue,

as LACA r ight ly em phasized, is that

“ school caterers are current ly being

expected to provide what  is essent ially a

welfare service whilst  st ill endeavouring

to operate as a com m ercial venture”

(LACA, 2008) .   

As regards the econom ics of the service,

school caterers face two form idable

challenges:  ( i)  how to increase take-up

rat es t o of fset  t he r ising cost s

associated with food ingredients and

labour costs and ( ii)  how to sustain the

service in the face of local authority

spending cuts. 

I f the school m eals service is to be put

on a sustainable foot ing, it  m ust  m eet

the take-up challenge. As one local

authority business m anager put  it ,  “ the

key to low cost  in providing a school

m eals service is not  to reduce the food

cost  but  to increase sales and thus

spread st af f  and ot her  overheads

fur t her ”  ( FFLP,  2010) .  The FFLP’s

Caterers Circle est im ates that  average

take-up levels of 55-60%  are needed

before school m eals services can break

even and becom e self- financing. The

current  average take-up in England is

41.1%  in pr im ary schools and 35.8%  in

secondary schools, while in Wales the

f igures are 49.6%  and 40.1%

respect ively.  Wit hout  t ransit ional

funding, it  is inconceivable that  school

caterers can boost  take-up rates to the



levels required t o becom e self-

sustaining. 

The goal of a self-sustaining service

looks doubly unlikely if local authorit ies

reduce or withdraw their subsidies. The

vast  m ajor ity of local authority caterers

in Wales, for  exam ple, are already

operat ing at  a deficit ,  where the average

subsidy of a pr im ary school m eal stood

was 95 pence in 2009 (LACA, 2009) . I f

the level of subsidy falls, the pr ice

charged for a school m eal will have to

increase, put t ing the break even point

beyond the reach of the very best

caterers.

I f the situat ion is as som bre as this

analysis suggests, what  is the future of

the service? The progress of the past

decade is in danger of being rapidly

undone by a new cost-cut t ing dr ive, the

likes of which have not  been seen in

school food circles since the CCT era.

Two pioneering authorit ies in England

have lost  no t im e in taking radical act ion

that  bodes ill for the future of the school

food service:

• Not t ingham shire Count y  Council ,

once considered one of the leading

local authority caterers in England,

looks set  to accept  the conclusions of

a t rading service review conducted

by Tr ibal Consult ing,  which

recom m ended the outsourcing of the

service on the grounds that  no in-

house opt ion was viable. Tr ibal said

that  pr ivate operators had a greater

capacity to cut  costs, which account

for 54%  of the total, but  it  warned

that  the quality of the service could

suffer.  Tr ibal also said t hat  t he

county  needed t o increase t he

“m arket  appet ite”  for the service by

bundling school cater ing with other

services, like cleaning, building and

landscaping for  exam ple.  (Tr ibal,

2010) . This is a classic exam ple of

the school food counter- revolut ion,

where food provisioning is t reated on

a par with cleaning, just  another

service in the bundled package that

is called facilit ies m anagem ent . 

• Croydon Council has served not ice

on one of  t he count ry ’s m ost

innovat ive cont ract  cat erers for

school food, deciding not  to re-

tender it s school m eals cont ract ,

forcing schools to go it  alone (FFLP,

2010) .

Local authority provision of school food

is m uch higher in Wales than it  is in

England, therefore the challenge to local

aut hor it ies is t hat  m uch great er.

Carm arthenshire has been one of the

m ost  innovat ive school cater ing services

in Wales and it  is therefore a good

bellwether of what  a forward- looking

local authority can do. Although it  is st ill

m onitor ing its opt ions, Carm arthenshire

appears to have already rejected two

opt ions:  it  has decided against  following

t he Not t ingham shire opt ion of

outsourcing the service to a pr ivate

cont ractor,  and it  has rej ected t he

m inim alist  statutory opt ion of becom ing

a “ free school m eals only”  serv ice.

Am ong t he rem aining opt ions,

Carm ar t henshire is explor ing a

com binat ion of  in- house changes,

including pr ice increases and m uch

reduced choice t o enable great er

volum es of a sm aller range of foods, and

m ore radical organizat ional changes,

like regional consor t ia for  serv ice

delivery.  Carm arthenshire is already

part  of a regional consort ium  of six local

author it ies in west  Wales, and one

opt ion would be for it  to assum e the

lead role for school food for the region

as a whole,  given it s w idely

acknowledged com petence. 

The Welsh Assem bly Governm ent  is

keen t o prom ot e organizat ional

innovat ion along these lines so as to

overcom e the high costs associated with

22 separate local authorit ies, a st ructure

that  is guaranteed to inflate costs. A

regional consort ium  of local authorit ies,

or  an arm ’s lengt h not - for - prof it

organizat ion for  t he region,  would

provide the econom ies of scale that

could help to offset  the cost  pressures in

the service as it  is current ly st ructured.

Whichever one of these regional opt ions

is chosen, it  is clear that  the status quo

is not  a viable opt ion for the future.  

As im portant  as it  is, st ructural change

alone will not  save the service. I ndeed,

whether or not  a viable school m eals

service survives the current  round of

public expenditure cuts, depends m ost ly

on the way in which school food is

viewed and valued. I f it  is viewed and

valued in narrow com m ercial term s,

where profit  and loss are the only

m et r ics, then the service is doom ed to

decline,  probably  dwindling int o a

statutory rum p of highly st igm at ized

free school m eals. But  if it  is viewed and

valued in m ore capacious term s, where

public healt h,  social j ust ice and

ecological integrity are the key m et r ics,

t hen anot her  scenar io is possible

because school food will be recognized

for what  it  really is -  a health and

wellbeing service. No great  leap of the

im aginat ion is required to view and

value school food in a m ore capacious

way.  

I n health term s, the UK has the highest

rate of childhood obesity in Europe, with

a quar t er  of  children obese or

overweight ,  and t he Foresight

Program m e est im at ed t hat  40%  of

Britons will be obese by 2025 if current

t rends are not  checked. School food

reform ers in England have shown that

t he Governm ent  spends m ore on

diabetes in three days than it  spends on

the School Lunch Grant  in an ent ire year

(FFLP, 2010) . I n educat ion term s, it  has

been shown that  wholesom e school food

helps t o fashion a m ore congenial

learning env ironm ent ,  y ielding

educat ional dividends even in very poor

areas like t he London borough of

Greenwich (Belot  and Jam es, 2009) .

More “ joined-up”  thinking is what  is

really needed to put  the school food

service on a sustainable foot ing.

Viewing and valuing school food in a

m ore “ joined-up”  fashion will be a m ajor

challenge to the public procurem ent

profession in the UK because, with

notable except ions, it  has allowed low

cost  t o m asquerade as best  value

(Morgan, 2008) .  Public procurem ent

professionals find them selves on the

front  l ine in t he age of  aust er it y

because, while they are under pressure

to secure “m ore for less”  as it  were,

they are also expected to deliver values

for m oney. I n Wales public procurem ent

m anagers are also enjoined to increase

the proport ion of food they procure from

Welsh sources, one of the key aim s of

the Welsh Assem bly Governm ent ’s new

food st rategy (WAG, 2010) .1

I f it  is to deliver “best  value in its

broadest  sense”, the public procurem ent

profession in Wales will need to acquire

new and bet ter skill sets because, as it

is present ly  organized, it  is under-

staffed and ill-equipped to m eet  such an

exact ing challenge (Morgan, 2010) .

I n conclusion,  t he school food

revolut ion, em bodying one of the m ost

hopeful and inspir ing social experim ents

in post-war Britain, has been stopped in

it s t racks by t he age of auster it y.

I ndeed, if the school food service is not

viewed and valued different ly, especially

by cent ral and local governm ent , it  is

not  too fanciful to suggest  that  there is

no viable future for it ,  other than as a

rum p provider of free school m eals. I n

that  event , the school m eals service

would becom e a highly  st igm at ized

service, the preserve of the poorest  of

the poor, which is the exact  opposite of

what  it  should and could be:  a health-

prom ot ing service for all.
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Note

1. According to the 2009 Public Sector Food Purchasing Survey, the proport ion of “Welsh or igin”  purchases now accounts for

47.4%  of all key category food purchases in Wales, equivalent  to £16.5 m illion out  of a £35 m illion m arket .
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I nt roduct ion

The hum an capit al,  or  t he healt h,

educat ion and sk il ls of  t he next

generat ion,  w ill be fundam ent al in

determ ining their  labour m arket  success

and the future prosperity of the Welsh

economy. While it  is today’s children

who will form  this future generat ion

econom ic analysis typically ignores this

group unt il they reach working age.

However, there is now a growing body of

theoret ical and em pir ical research which

dem onst rates that  an individual’s health

and developm ent  in childhood is an

im portant  determ inant  of their  later

(adult )  econom ic outcom es (see, for

exam ple,  Case,  Fer t ig and Paxson,

2005) . Further, it  is argued that  early

policy intervent ion is m ore effect ive in

changing the fortunes of those from

disadvantaged backgrounds, with the

rate of return to policy intervent ions

am ong young children being higher than

t hose am ong adolescent s ( see,  for

exam ple, Cunha and Heckm an, 2007) .

I t  is therefore interest ing to ask if the

disadvantage observed am ong adults in

Wales actually stem s from  differences in

childhood. Current ly available data does

not  perm it  researchers to exam ine this

quest ion.  I t  has,  however,  becom e

possible to answer a different  (but

related)  quest ion. I nstead of looking

backwards at  the childhood outcom es of

adults, it  is possible to look forwards to

exam ine whet her  t he healt h and

developm ent  of children in Wales is

different  from  their counterparts in the

rest  of the UK. This approach should

facil it at e t he ear ly  ident if icat ion of

disadvantage which m ay then cont r ibute

to cross count ry differences in adult

outcom es am ong a future generat ion.

I ndeed, this issue has been exam ined in

a recent  project  “An I nvest igat ion into

Regional Differences in Child Health and

Cognit ive Funct ion”  supported by the

Econom ic Research Unit  of the Welsh

Assem bly  Governm ent .2 This paper

provides a br ief overview of som e of the

key f indings in t he repor t  before

focusing m ore specifically on one key

indicat or  of  child healt h,  nam ely,

childhood obesity. The m ain object ive

here, therefore, is to docum ent  and

explore regional differences in childhood

obesity and to exam ine character ist ics

of the child and its fam ily that  affect  the

risk of obesity. 

I s Ch ild  H ea lt h  a nd Cognit ive

Developm ent  different  in W ales? 

I n the latest  of the series of Brit ish bir th

cohort  studies, the Millennium  Cohort

Study (MCS) , there has been a boost  to

t he sam ple of  children in Wales,

Scot land and Nor t hern I reland t o

facilit ate cross count ry com par isons.

I ndeed, the MCS collects data on 19,244

fam ilies w it h children born in t he

Millennium  of which 2,760 were sam pled

from  Wales3. At  the t im e of writ ing

inform at ion is available on t hese

children from  birth unt il age 5. More

specifically, three sweeps of the data are

available, the first  of which collects data

when the cohort  are aged about  9

m onths. At  the second and third sweeps

the cohort  are aged about  3 and 5 years

respect ively4. The survey contains a

com prehensive set  of inform at ion on the

out com es of t he child and t he

character ist ics and behaviour of their

parents. While the precise m easures

depend upon the age at  which the child

is assessed indicators of child health

include m easures of health problem s

dur ing pregnancy and bir t h,  bir t h

weight , childhood accidents and non-

accident  hospital adm issions, parental

reported child health and height  and

weight . I nform at ion is collected on a

well established set  of m easures of child

developm ent  including t he Denver

Developm ent  Screening Test , var ious

elem ents of the Brit ish Ability Scales

( BAS)  and t he Bracken School

Readiness Test . I nform at ion on child

behaviour is also assessed using the

St rengths and Difficult ies Quest ionnaire.

I n the subsequent  analysis the sam ple is

rest r ict ed t o t he f irst  child of any

m ult iple bir th fam ilies and to children

where the natural m other is the m ain

respondent  at  all product ive sweeps.  

Stat ist ical evidence presented in the full

repor t  shows t hat  several of  t he

indicators of child health and cognit ive

developm ent  exhibit  no significant  cross

count ry variat ion. For exam ple, there

are no signif icant  dif ferences in

m aternal reports of a child’s lim it ing

il lness.  There are also no def in it e

pat t erns in t erm s of ear ly  child

developm ent  (at  9 m onths)  and child

behaviour at  age 3 and age 5. There

are, however, several indicators where a

m ore consistent  picture of cross count ry

var iat ion em erges.  For  exam ple,  in

term s of health, children in Wales are

m ore likely to have received m edical

help either for a non-accident  hospital

adm ission or for an accident  or injury

than in any other UK count ry. Children in

Wales are also m ore likely  t o be

overweight  with 28%  being classed as

overweight  or obese at  age 3 com pared

to 23%  in England. By age 5, there is

also som e evidence to suggest  children

in Wales have fallen slight ly behind all

ot her  UK count r ies in t erm s of

vocabulary when assessed using the

nam ing vocabulary subtest  of the BAS. 

Greater disparit ies are found to exist

within Wales between areas defined on

the basis of the level of deprivat ion. This

is part icular ly the case for indicators of

developm ent , where disparit ies appear

to widen as the child ages. I ndeed, at

age 5, children from  the disadvantaged

area ( see later  def init ion)  are less

developed in term s of a range of tests of

abilit y,  including t est s designed t o

m easure vocabulary  ( BAS nam ing

vocabulary test ) , problem  solving skills

(BAS picture sim ilar ity test )  and spat ial

awareness (BAS pat tern const ruct ion

test ) . I n addit ion, children from  the

disadvantaged area are m ore than twice

as likely to have abnorm al behaviour as

ident if ied by  t he St rengt hs and

Difficult ies Quest ionnaire.

The repor t  goes on t o invest igat e

possible explanat ions for  t hese

differences and while it  is beyond the

scope of this paper to consider each

m easure of health and developm ent , the

results share som e com m on features

which are wor t h highlight ing.

Mult ivar iate analysis suggests that  the

cross count ry differences in child health

and developm ent  ident ified above exist

even af t er  cont roll ing for  t he

character ist ics of the child and its fam ily.

As such, they reflect  influences, such as

differences in nat ional policy or culture,

which are not  included in the m odel. I n

cont rast ,  dif ferences bet ween areas

within Wales on the basis of deprivat ion

are largely explained by differences in

the character ist ics of the child and its

fam ily. Therefore, only a very sm all part ,

if any, of the raw difference between

m ore and less deprived areas actually

ref lect s t he inf luence of local area

deprivat ion.

A Focus on Childhood Obesity 

I n the rem ainder of this paper we

explore the findings with respect  to

childhood obesity in m ore detail.  There

has been increasing interest  in obesity

generally  and childhood obesit y  in

part icular. One reason for this is the

dram at ic increase in childhood obesity

observed in the UK. Recent  figures

suggest  rates of childhood obesity m ore

than doubled between 1984 and 2002

(Wang and Lobstein, 2006) . Obesity in

childhood has been found to be related

to adult  obesity and a range of other

health problem s in later life and, as

such, represents an increasing burden

on public serv ices ( see Audit

Com m ission, Healthcare Com m ission,

and Nat ional Audit  Office, 2006 for full

details) . I n addit ion to the effects on

Childhood Obesity in W ales
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health, obesity in adolescence has been

linked to a range of social and econom ic

consequences in adulthood and these

relat ionships exist  even after cont rolling

for socioeconom ic background and child

ability (see Gortm aker et  al.,  1993) . I t  is

therefore unsurprising that  governm ent

init iat ives have been developed which

at t em pt  t o t ack le t he issue.  For

exam ple,  t he Welsh Assem bly  has

recent ly  int roduced t he MEND

program m e which aim s t o help

overweight  or  obese children (aged

between 7 and 13)  im prove their  diet

and physical act ivity levels.

I n both the second and third sweep of

the MCS, t rained interviewers weighed

and m easured the MCS cohort . This

inform at ion is used to calculate Body

Mass I ndex (BMI )  values which, when

com pared to age and gender adjusted

crit ical values, can be used to define

‘norm al weight ’,  ‘overweight ’ and ‘obese’

children. I n addit ion, in sweep 3, waist

circum ference m easures were taken as

an addit ional m easure of body fat . Waist

circum ference m easures have recent ly

been found to be a m ore accurate

predictor of health in later life (see, for

exam ple,  Schm idt  et  al.,  2011) .  

The results are presented in Table 1,

which shows cross count ry differences

by gender for the cohort  when aged 3

and 5 respect ively. At  age 3, over a

quarter of children in Wales are classed

as overweight  or obese, with the rates

being slight ly higher for fem ales than

m ales.  Fur t her,  t he rat es are

signif icant ly  h igher  t han t he

corresponding figures in England. For

exam ple, 26.3%  of m ale children and

28.9%  of fem ale children in Wales are

overweight  or  obese com pared t o

22.2%  and 22.8%  in England

respect ively. The rates in Wales are
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Feature Art icle

Percent England W ales Scot land Northern I reland

Age 3 Male Fem ale Male Fem ale Male Fem ale Male Fem ale

BMI -  norm al 77.82* * 77.17* * * 73.71 71.11 76.32 74.43 71.64 73.43

BMI -  overweight  17.47 17.51* * * 19.86 23.67 17.35 20.04* 20.86 20.66

BMI -  obese 4.71* * 5.32 6.43 5.22 6.33 5.53 7.50 5.91

Observat ions 4,451 4,376 1,048 970 830 806 656 651

Age 5

BMI -  norm al 81.85* * 77.46* * 79.02 73.33 82.37* 76.95* 76.74 73.82

BMI -  overweight  13.34* * * 17.06* * 16.26 20.06 13.12* * 16.68* * 15.36 20.42

BMI -  obese 4.81 5.48 4.73 6.62 4.51 6.37 7.90* * 5.77

Observat ions 4,620 4,440 1,088 1,001 893 857 730 734

Notes to table:  Data are weighted and ‘* ’,’* * ’ and ‘* * * ’ are used to denote the difference from  Wales is stat ist ically significant  at  the 10% ,
5%  and 1%  level respect ively. The sam ple is rest r icted to the first  child of any m ult iple bir th ( twin/ t r iplets)  fam ilies and to m em bers of the
cohort  where their  natural m other responds at  all product ive sweeps. The num ber of observat ions reflects an unweighted count .

Table 1 . Obesity by UK country at  age 3  and age 5 .
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Figure 1 . Proport ion of children w ho are overw eight  or  obese at  age 3  and 5 , by region.

Notes to table:  Data are weighted. The sam ple is rest r icted to the first  child of any m ult iple bir th ( twin/ t r iplets)  fam ilies and to m em bers of

the cohort  where their  natural m other responds at  all product ive sweeps. 



m ore sim ilar  t o t hose in Nor t hern

I reland, where childhood obesity is also

m ore prevalent . Between the age of 3

and 5 there is a fall in the proport ion of

children classed as overweight  or obese

across all UK count r ies. At  age 5, 21.0%

and 26.7%  of m ale and fem ale children

in Wales are overweight  or  obese.

Despite this, cross count ry differences

rem ain significant . Relat ive to children

in England and Scot land the probability

of  being overweight  at  age 5 is

significant ly higher in Wales. Consistent

with this, children in Wales are also

m ore likely to have a ‘high’ waist  to

height  rat io5 relat ive to Scot land or

England. 

Further regional analysis of BMI  values

am ong the cohort  is presented in Figure

1.  St at ist ics are present ed for  t he

proport ion of children who are obese or

overweight  at  age 3 and 5 respect ively.

The regions are ranked from  lowest  to

highest  based on (average)  rates of

overweightness or obesity. I t  confirm s

m any of the findings from  the previous

table but  also shows that  Wales and

Nor t hern I reland have a higher

concent rat ion of children who are obese

or overweight  than any of the regions

with England. I t  also dem onst rates the

regional variat ion that  exists within the

UK. For exam ple, while nearly 25%  of

children in Northern I reland are above

‘norm al’ weight  the corresponding figure

in t he East  of  England is 17% .

I n cont rast  to m any indicators of child

healt h,  which of t en show dram at ic

variat ion on the basis of deprivat ion or

socio- econom ic grouping ( see,  for

exam ple, Case et  al.,  2002) , childhood

obesity, at  least  am ong young children,

does not  vary dram at ically by local

deprivat ion. Table 2 presents obesity

rates for children resident  in Wales by

deprivat ion in the local area around the

t im e of bir th. More specifically,  the

disadvantaged area is defined as the

poorest  quarter of wards as m easured

by the Child Poverty I ndex for England

and Wales. The rem aining wards are

referred to as the advantaged area.

I nt erest ingly,  at  age 3,  a great er

propor t ion of  children in t he

disadvant aged area are classed as

‘norm al’ weight .  For  m ales,  t he

difference is significant  with 22.3%  of

those resident  in the advantaged area

being overweight  com pared to 17.0%  in

the disadvantaged area. By age 5, there

are no signif icant  dif ferences in

childhood obesity between those from

t he m ore and less depr ived area,

consistent  with deprivat ion not  being

the m ain dr iver of the relat ively high

rates of obesity in Wales. 

The I nfluence of Child and Fam ily

Characterist ic

There are several possible explanat ions

for the cross count ry differences in child

obesity ident ified in Table 1. First ly, it

m ay be that  children in Wales and their

parents have different  character ist ics

and/ or behaviours to those elsewhere in

t he UK.  Dif ferences in parent al

charact er ist ics ( such as obesit y )

pot ent ially  generat e an

int ergenerat ional t ransm ission

m echanism  where the child’s outcom es

are correlated with the outcom es of

their  parents. Secondly, it  m ay be that

features of the social and econom ic (but

also physical)  environm ent  in Wales

( that  surround the fam ily)  advantage or

disadvant age it s children ( a

‘neighbourhood’ effect  or even an ‘all

Wales’ effect ) . Thirdly, it  m ay be that

inst itut ions in Wales (e.g. schools)  and

ot her  healt h or  educat ion relat ed

policies which differ between parts of

the UK cont r ibute to any differences in

outcom es observed. Using the MCS, it  is

possible to cont rol for differences in the

com posit ion of the populat ion between

count r ies and exam ine if the influence of

t he count ry  of  residence rem ains

significant . I m portant ly, this type of

analysis also ident if ies child and

parent ing behav iour  which are

correlated with childhood obesity. The

results from  m ult ivar iate analysis are

sum m ar ised in Table 3,  where t he

dependent  variable is a m easure of

being overweight  or obese at  age 3

(colum n 2)  and age 5 ( colum n 3)

respect ively. 

I nterest ingly, count ry of residence is st ill

im portant  after cont rolling for personal

and household related character ist ics

and parent ing behaviour.  At  age 3

children in Wales and Northern I reland

have a significant ly higher probability of

being overweight  or obese relat ive to

those in England. I ndeed, at  this age,

being resident  in Wales increases the

probability of a child being overweight

or obese by nearly 5 percentage points.

Further, this gap across the count r ies

does not  narrow as addit ional cont rols

for personal, parental and parent ing

charact er ist ics are included.  This

suggest s t hat  dif ferences in t he

com posit ion of the populat ion are not

the m ain dr iver of the high rates of

overweight / obesity in Table 1. I nstead,

at  age 3, a child with ident ical personal

and household character ist ics would

have a higher  r isk  of  being

obese/ overweight  if resident  in Wales.

The explanat ion for this m ust , therefore,

lie in differences between count r ies that

are not  cont rolled for in the m odel, for

exam ple,  dif ferences in cult ure,

governm ent  policy  or  t he physical

environm ent . This evidence is ent irely

consistent  with Hawkins et  al.  (2008b)

who find that , at  age 3, children in

Wales and Northern I reland are m ore

likely  t o be overweight  even af t er

cont rolling for their  personal and fam ily
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Feature Art icle

Percent Advantaged Disadvantaged 

Age 3 Male Fem ale Male Fem ale

BMI -  norm al 71.79 70.07 75.99 72.34

BMI -  overweight  22.26 25.17 17.01* * 21.89

BMI -  obese 5.96 4.76 7.00 5.77

Observat ions 319 294 729 676

Age 5

BMI -  norm al 79.82 73.14 78.03 73.56

BMI -  overweight  15.73 20.39 16.91 19.65

BMI -  obese 4.45 6.47 5.06 6.79

Observat ions 337 309 751 692

Notes to table:  Sam ple is rest r icted to children resident  in Wales. Data are weighted and ‘* ’,’* * ’ and ‘* * * ’ are used to denote stat ist ical
significance from  the advantaged area in Wales at  the 10% , 5%  and 1%  level respect ively. The sam ple is rest r icted to the first  child of any
m ult iple bir th ( twin/ t r iplets)  fam ilies and to m em bers of the cohort  where their  natural m other responds at  all product ive sweeps. 

Table 2 . Obesity in W ales, by local area deprivat ion, at  age 3  and age 5 .



character ist ics, suggest ing there is a

count ry specific childhood obesity effect .

When obesity is m easured at  age 5, the

count ry effect  rem ains significant  for

Northern I reland. However, im portant ly,

the inclusion of the child and fam ily

character ist ics reduces the influence of

being resident  in Wales and it  becom es

stat ist ically insignificant  at  convent ional

levels. I m portant ly therefore, the ‘Welsh

effect ’ appears to dim inish as the child

ages. Future sweeps of the data will,

however, enable this to be exam ined

further.
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Feature Art icle

Explanatory Variable Age 3 Age 5

Count ry of residence ✓ ✓

Wales (+ ) Northern I reland (+ )

Northern I reland (+ )

Gender - ✓

Male ( - )

Ethnicity - ✓

White ( - )

Lone parent - -

Mother ’s age at  bir th ✓ ✓

Mother 20> age< 30 ( - ) Mother 20> age< 30 ( - )

Mother ’s educat ion - ✓

Mother Degree ( - )

Mother A Level ( - )

Low bir th weight ✓ ✓

Low birth weight  ( - ) Low bir th weight  ( - )

Mult iple bir th ✓

Twin or t r iplet  ( - ) -

✓ ✓

Mother sm okes Mother sm okes (+ ) Mother sm okes (+ )

Mother em ployed - -

Household poverty - -

Early int roduct ion of solid food ✓ ✓

Solid food within 3 m onths (+ ) Solid food within 3 m onths (+ )

Durat ion breast fed ✓ ✓

Never breast fed (+ ) Never breast fed (+ )

Short  durat ion of breast fed (+ )

Mother ’s obesity ✓ ✓

Mother underweight  ( - ) Mother underweight  ( - )

Mother overweight  (+ ) Mother overweight  (+ )

Mother obese (+ ) Mother obese (+ )

Mother lim it ing illness ✓ ✓

Mother long term  ill health ( - ) Mother long term  ill health ( - )

Mother diabetes ✓ ✓

Mother diabetes (+ ) Mother diabetes (+ )

Breakfast  daily N.A. ✓

Breakfast  daily ( - )

Consum pt ion of fruit  - -

Physical act ivity - -

Hours spent  watching TV - ✓

TV m ore than 3 hours per day (+ )

Table 3 . Mult ivariate analysis of childhood obesity or  overw eightness.

Notes to table:  Table sum m arises coefficient  est im ates from  a probit  m odel where the dependent  variable is child obesity or overweightness
at  age 3 and age 5 respect ively.a indicates significant  at  the 10%  level or bet ter and the direct ion of the relat ionship is indicated within
brackets. ‘–’ indicates that  the variable was included but  has no significant  effect  and N.A. indicates the variable was not  available to include
as a cont rol.  The sam ple is rest r icted to the first  child of any m ult iple bir th ( twin/ t r iplets)  fam ilies and to m em bers of the cohort  where
their natural m other responds at  all product ive sweeps. 



I n term s of child character ist ics, m ales

and white children are significant ly less

likely  t o be overweight  at  age 5.

Children with a m other qualified to ‘A

level’ standard or above are less likely to

be overweight  at  age 5 than those

whose m other has no qualificat ions.

Living in a lone parent  fam ily has no

effect  on obesity at  either age 3 or 5,

whereas,  hav ing a m ot her  aged

bet ween 20 and 30 ( at  childbir t h)

reduces the r isk of childhood obesity

relat ive to the om it ted group of m others

aged over 30. Recent  evidence has

found a posit ive relat ionship between

m aternal em ploym ent  and childhood

obesity (see, for exam ple, Anderson et

al.,  2003 and Hawkins et  al.,  2008a)

but , in this analysis, the indicator for

current  em ploym ent  is not  significant  at

either age. This, however, m ay be a

result  of the nature of the m easure

which captures m aternal em ploym ent

status at  the t im e of interview rather

t han t he int ensit y  of  m at ernal

em ploym ent  over the early years.

Consist ent  w it h t he absence of  a

relat ionship bet ween local area

deprivat ion and obesity, noted above,

there is also no influence of fam ily

incom e. A child liv ing in a household in

poverty is no m ore or less likely to be

overweight  or obese, after cont rolling

for other fam ily character ist ics. What

appears t o be m ore im por t ant  is

parent ing behaviour in the early years.

For exam ple, children with no (or short

durat ions of )  breast feeding are m ore

likely to be overweight / obese, as are

children who are fed solid foods within 3

m onths of bir th. I m portant ly, relat ive to

children in England, those resident  in

Wales are less likely to have been

breast fed and are m ore likely to have

been fed solid foods early in childhood,

both of which cont r ibute to the problem

of obesity in Wales.

As m ay be expected, weight  at  bir th is

im portant ;  those of low bir th weight  are

less likely to be overweight  or obese at

age 3 or 5, consistent  with the posit ive

cor relat ion of  weight  across t he

lifecycle6.  There is also evidence of

st rong posit ive int ergenerat ional

cor relat ion of  obesit y  bet ween t he

m other (m easured before pregnancy)

and child. For exam ple, having an obese

m other increases the r isk of a child

being overweight  or  obese by  18

percentage points at  age 5. This m ay

reflect  genet ic influences or sim ilar ity in

the diet  and physical act ivity of the

m other and child. Recent  evidence from

Perez-Pastor  et  al.  ( 2009)  suggests

there is a st rong link between m other ’s

obesity and obesity of fem ale children,

whereas paternal obesity has a st rong

influence when the child is m ale. As

such,  t hey  argue t he link  is a

consequence of  com m on lifest y le

character ist ics rather than a genet ic

influence. I t  is, however, worth not ing

t hat  no signif icant  cross count ry

dif ferences in m at ernal obesit y

( m easured pre- pregnancy)  are

ident ified, with 29%  of m others being

overweight  or obese in Wales. Table 3

also shows that  other  m easures of

m at ernal healt h are im por t ant ,  for

exam ple, having a m other who has been

diagnosed with diabetes increases the

risk of obesity, consistent  with recent

research in the US (Hillier et  al.,  2007) .

Other m aternal long- term  illness has a

m uch sm aller negat ive effect .

Surprisingly, few of the cont rols for diet

or  physical act iv it y  are signif icant

det erm inant s of  childhood obesit y.

However, som e of the variables m ay be

poor ly  m easured.  For  exam ple,  t he

consum pt ion of  f ru it  m ay ref lect

appet ite m ore generally as well as the

com posit ion of the child’s diet . There is,

however,  one im por t ant  except ion,

having breakfast  daily  is negat ively

cor relat ed w it h childhood obesit y7.

Despite higher rates of at tendance at

school breakfast  clubs, children in Wales

are significant ly less likely than those in

England to have breakfast  every day.

There is also som e evidence that , at  age

5, a sedentary lifestyle (watching m ore

than 3 hours television per day)  is

posit ively  associat ed w it h obesit y,

although m ore direct  quest ions about

physical act ivity (with m other or at

school)  are not  im portant .

Longitudinal Analysis

I n addit ion t o under t ak ing analysis

focused on obesit y  m easured at  a

specific age (as above)  the longitudinal

nature of the data enables researchers

to exam ine changes over the lifecycle.

Table 4 exam ines the obesity of the

cohort  at  age 5 condit ional on their

weight  at  age 3. As expected, there is

evidence of persistence. For exam ple,

91%  of children who are norm al weight

at  age 3 are st ill norm al weight  at  age 5.

However,  reassur ingly,  t he ev idence

shows m obilit y  out  of  t he

obese/ overweight  groups;  46%  of

children who were overweight  at  age 3

are of norm al weight  at  age 5 and the

corresponding figure for those init ially

obese is 20% . Overall the rate of exit

f rom  being overweight  or  obese

( expressed as a propor t ion of  all

children)  is higher (9.5% )  than the rate

of ent ry (7.2% )  which is consistent  with

t he decline in t he rat e of

obesity/ overweightness between age 3

and 5. 

Condit ional on being norm al weight ,

children resident  in Wales are

signif icant ly  m ore likely  t o becom e

overweight  or obese between the ages

of 3 and 5 than those in England.

However,  condit ional on being

overweight  or obese at  age 3, children

in Wales also have a higher probability

of m oving to norm al weight  at  age 58.  I t

is also interest ing to exam ine the factors

associated with becom ing overweight  /

obese and exit ing this state. Mult ivar iate

analysis ( results not  reported)  shows

t hat  t he probabilit y  of  becom ing

overweight  is lower for m ales, those of

white ethnic or igin, those with low bir th

weight  and who are part  of a twin/ t r iplet

bir th. The probability is also lower for

t hose whose m ot hers were aged

between 20 and 30 at  childbir th and for

those with m others who hold degree

level qualificat ions. I n cont rast , having a

m other that  sm okes or was herself

obese prior to pregnancy increases the

risk of becom ing overweight / obese. I t  is

par t icular ly  interest ing to note t hat

being fed solid food before 3 m onths of

age increases t he probabilit y  of

becom ing obese between the age of 3
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Feature Art icle

Age 5

Age 3 Norm al Overweight Obese

Norm al 8363 (91% ) 743 (8% ) 132 (1% )

Overweight 999 (46% ) 954 (45% ) 240 (10% )

Obese 148 (20% ) 223 (33% ) 309 (47% )

Notes to table:  Figures refer to (unweighted)  cell counts whereas figures in parenthesis refer to weighted row frequencies. Probabilit ies m ay
not  sum  to 1 due to rounding. The sam ple is rest r icted to the first  child of any m ult iple bir th ( twin/ t r iplets)  fam ilies and to m em bers of the
cohort  where their  natural m other responds at  all product ive sweeps. 

Table 4 . Obesity at  age 3  and age 5 , UK.



and 5, suggest ing parent ing behaviour

during infancy m ay have longer term

effect s beyond what  is ev ident

im m ediately9.

Males and white children also have a

higher probability of m oving out  of the

obese/ overweight  group between the

ages of 3 and 5. I n cont rast , m aternal

educat ion has no influence but  m aternal

obesit y  rem ains im por tant .  Children

whose m others are overweight  or obese

are them selves less likely to exit  this

state. The early int roduct ion of solid

foods has a weak but  negat ive effect  on

exit  and, for the first  the first  t im e in this

analysis, physical act ivity is im portant ,

being posit ively associated with exit ing

overweightness/ obesity.

Conclusion

The Millennium  Cohort  Study provides

an oppor t unit y  for  researchers t o

ident ify  and exam ine cross count ry

dif ferences in child healt h and

developm ent  am ong a contem porary

cohort . These data reveal significant

cross count ry  dif ferences in

overweight ness and obesit y  am ong

young children ( at  age 3 and 5) .

Children in Wales (and Northern I reland)

are m ore likely to be overweight  or

obese t han t hose in England ( and

Scot land) . At  age 3 this gap is not

explained by differences in observable

fam ily  charact er ist ics bet ween

count r ies. However, at  age 5 the raw

gap is sm aller and is further narrowed

by int roducing cont rols for  fam ily

character ist ics and parent ing behaviour.

Parent ing behaviour in the child’s early

years is par t icular ly  im por t ant ;

differences between Wales and England

in t he prevalence and durat ion of

breast feeding and the date at  which

solid foods are int roduced into the

child’s diet  cont r ibute to the differences

in overweightness and obesity. While

m ore detailed invest igat ion is clearly

warranted, policies designed to inform

parent ing behaviour  would seem  to

have t he pot ent ial for  im m ediat e

benefits at  a relat ively m odest  cost . 

Exist ing policies in Wales, such as the

free breakfast  club in it iat ive,  while

beyond form al evaluat ion in this paper,

have the potent ial to reduce childhood

obesity,  especially  if  par t icipat ion is

am ong children who would otherwise

not  eat  breakfast  daily.  Long t erm

policies, such as those which aim  to

raise educat ional at tainm ent  generally,

w ill have posit ive int ergenerat ional

effects and there is evidence in this

paper that  these effects could spread as

far childhood obesity. However, in this

analysis, the largest  influence on the

child’s obesity status is the obesity level

of  t heir  m ot her.  Policies t o t ack le

childhood obesity m ust , therefore, go

hand in hand with those aim ed at

adults. I ndeed, there will be posit ive

spillover effects between these types of

policies in the long- run. 

The MCS will becom e an increasingly

valuable source of data for analysis on

Wales. As the cohort  age it  will be

possible to m onitor progress of som e of

the indicators and issues discussed.

Further, future sweeps of the data will

facilit ate t he exam inat ion of form al

schooling, the t ransit ion into adulthood

and of cross count ry differences in the

relat ionship bet ween childhood and

adult  indicators. Ult im ately therefore, it

should be possible to shed light  on the

wider  issues m ent ioned in t he

int roduct ion, part icular ly, how m uch of

any disadvant age observed am ong

adults in Wales actually stem s from

dif ferences in t heir  exper ience as

children and, im portant ly, at  what  stage

over the lifecycle any cross count ry gaps

in health and educat ional at tainm ent

em erge.

Acknow ledgem ents

The Millennium  Cohor t  St udy is

sponsored by the Econom ic and Social

Research Council,  Office for Nat ional

Stat ist ics,  Departm ent  for  Educat ion

and Skills, Departm ent  for Work and

Pensions, Departm ent  of Health, Welsh

Assem bly  Governm ent ,  Scot t ish

Execut ive and Nor t hern I reland

Execut ive. I t  is accessible from  the UK

Dat a Archive,  Universit y  of  Essex,

Colchester and is copyright  of University

of  London,  Cent re for  Longit udinal

Studies. The analysis was undertaken as

par t  of a research grant  from  the

Econom ic Research Unit  of the Welsh

Assem bly Governm ent . None of these

organisat ions bears any responsibility

for  t he analysis or  int erpret at ion

undertaken here. 

41

Feature Art icle

Notes
1. Melanie Jones, David Blackaby and Philip Murphy are m em bers of the Wales I nst itute of Social and Econom ic Research, Data and Methods

(WI SERD)  and the Welsh Economy and Labour Market   Evaluat ion and Research Cent re (WELMERC) .  David Blackaby and Philip Murphy are
also m em bers of the Spat ial Econom ics Research Cent re (SERC) .

2. The full report  is available at  ht tp: / / wales.gov.uk/ docs/ / dfm / research/ 100524childhealthen.pdf 
3. Joshi and Hawkes (2005)  are am ong the first  to specifically ut ilise the boost  to the sam ple in Wales. They focus on cross count ry differences

in the character ist ics of m others, part icular ly the age at  child bir th. Consistent  with the argum ent  that  there m ay be regional differences in
m aternal character ist ics, they find teenage m others are overrepresented in Wales com pared to the rest  of the UK and that  m otherhood over
the age of 30 is relat ively less prevalent .

4. I nform at ion has also been collected at  age 7 (MCS4)  and future sweeps of the data will be collected as the children age.
5. A rat io of m ore than 0.5 has used to ident ify abdom inal obesity (see, Garnet t , et  al.,  2008) .
6. Children in Wales have a slight ly lower average bir th weight  than those born in Scot land or Northern I reland. There are, however, no significant

differences in the proport ion of low bir th weight  (defined as less than 2.5kg) . Within Wales, there are also no significant  differences in the
proport ion classed as low bir th weight  by areas of relat ive deprivat ion, although children born in the disadvantaged area are lighter on average.

7. I m portant ly, this does not  just  reflect  the presence of rout ines within the household since it  is significant  after cont rolling for a m easure of
having a regular bedt im e.

8. I t  should be acknowledged that  som e of the t ransit ions m ay represent  quite substant ial changes in BMI  ( relat ive to the age cohort )  while, due
to the nature of the cut  off points between norm al weight  and overweight / obesity, other t ransit ions m ay only represent  very sm all changes in
BMI . No considerat ion is given to this issue in this analysis.

9. Of course, the cont rol for early int roduct ion of solid foods m ay capture elem ents of the child’s diet  between age 3 and 5 which are unobserved
in this study.
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