Investigate, analyse and evaluate how austerity measures have affected an area /or an organisation at a national, regional and local level.
By Bradley Sloanes

Austerity measures experienced a resurgence in the aftermath of the 2008 financial crash, which was caused by excessive risk taking by big banks such as the “Lehman brothers”.[footnoteRef:1] However, the total collapse of the private financial sector was prevented by the bailout of banks by governments. This came at the expense of the taxpayer, of course. Huge areas of the market still suffered greatly causing rising unemployment, evictions and a massive decline in consumer wealth - leading to what would be known as “the great recession”.[footnoteRef:2]There are two main options when it comes to reducing government debt and deficit. The government can invest money to promote economic growth which in turn boosts government revenues providing more money to pay back debts, or it can cut back its spending to allow that money to be used for debt repayment. In the wake of this, the 2010 Conservative and Liberal Democrat coalition government favoured the latter, implementing the austerity programme in the UK with chancellor George Osbourne highlighting two goals. The first was to eliminate the deficit by the end of their first-term, and the second was that National debt (as a percentage of GDP) would fall.[footnoteRef:3]These devastating cuts to government spending had, and are still having, a profound effect on the economy and society. From welfare, healthcare, education, devolution, domestic security and local government, not a sector of the economy has escaped the crippling impact of austerity measures by the Conservative/Lib Dem government. This essay will explore areas of Wales that have been impacted by austerity and will highlight the many failings which have resulted from the austerity programme.   [1:  Mark Williams, Uncontrolled Risk (USA: McGraw-Hill Education, 2010), p. 213.]  [2:  Martin Neil Baily, Douglas J. Elliott, 'The US Financial and Economic Crisis: Where Does It Stand and Where Do We Go From Here?', The Initiative on Business and Public Policy, , (2009), ]  [3:  Paul Mac Flynn, Austerity in Northern Ireland. Where are we and where are we going? (2015) <https://www.nerinstitute.net/blog/austerity-northern-ireland-where-are-we-and-where-are-we-going> [accessed 18 April 2020].] 

Welfare in Wales has been deeply affected by austerity measures. Housing Benefits (HB) in particular, faced massive reductions, specifically in regards to Local Housing Allowance (LHA) which makes up around 21% of all housing benefits claimants. 99.6% of LHA claimants lost money as a result of austerity, with the average loss being £468 a year.[footnoteRef:4] Affordable housing is crucial to supporting low-income families and young people, especially since rent is the 6th biggest debt area.[footnoteRef:5] However, as a result of HB cuts, poverty has increased in Wales with many now living below the poverty line. This includes going without basic essentials such as food, heating and clothes in order to pay other essential bills. Nearly 60% of households with children are struggling with either their rent or mortgage, despite the DWP’s claims that they are protecting children in Wales (an already impoverished nation) with only a 10% reduction in child benefits compared to 16.7% “in the rest of the UK”.[footnoteRef:6]Furthermore, Wales faced harsher cuts to its welfare than the rest of the UK, with well over £1bn a year being taken from the Welsh economy. This is equivalent to a reduction of £550 per year for every working aged citizen (16-64). The Valleys region was hit even harder, with an average loss of £650 per person.[footnoteRef:7] This reduction in purchase power can only lead to reductions in consumer spending, inflating the impact of recession as businesses struggle to cope with the loss of income and more people enter into the survival mentality of the breadline, therefore spending less.  [4:  National Assembly For Wales, Welfare In Wales Series: Impact Of Reforms, 2011, pp. 2-3]  [5:  Citizens Advice Bureau, Revised Child Poverty Stategy for Wales. 2015 () <https://www.citizensadvice.org.uk/about-us/policy/policy-research-topics/citizens-advice-cymru-wales-policy-research/revised-child-poverty-strategy/> [accessed 18 April 2020].]  [6:  National Assembly For Wales, Welfare In Wales Series: Impact Of Reforms, 2011,]  [7:  Centre for Regional Economic and Social Research, The Impact Of Welfare Reform On The Valleys (Sheffield Hallam University, 2014)] 

An estimated 3,000 jobs in consumer services are expected to be lost in the Valleys region alone, as a direct result of Welfare cuts.[footnoteRef:8] While economists could argue that reducing welfare increases the incentive to seek employment, therefore adding to the labour supply, this is redundant if there are no jobs to seek. So, since welfare cuts cannot be expected to raise the employment level, their only justification is that they save money and help to reduce the budget deficit. However, there are other ways to achieve this reduction in welfare spending that don’t require harming the existing economy. Investing in growth and new jobs also share the potential of reducing government spending. A study conducted by the centre for Regional Economic and Social Research estimated that the creation of 100,000 new jobs in Wales would reduce welfare spending by £1bn, practically the same amount as the cuts to welfare. In order to do this, the Welsh employment rate would need to grow by around 7% over a 5 year period - a very achievable goal. The question remains: why has the government chosen to pursue policies that have had a devastating impact on Wales when alternatives are available?[footnoteRef:9] The picture in Wales is bleak, and filled with much hardship, so it’s not in the least surprising to see a resurgence in support for independence. If Westminster refuses to reduce poverty in Wales, then we will reduce it ourselves.  [8:  IBID]  [9:  IBID] 

The impact that the previously mentioned (and unmentioned) cuts are having on health and well-being in Wales, is extremely concerning. A Citizens Advice Cymru report found that of all those who took part in a research paper, almost every participant felt that their mental health had been negatively impacted by austerity, and over 40% believed that their physical health had also suffered due to the cuts reducing their standard of living and an increase in overall stress levels.[footnoteRef:10]Moreover, another report has found that the change from Disability Living Allowance (DLA) to Personal Independence Payment (PIP) has doubled people’s average waiting times for their disability benefits. This has left many people, such as those with cancer, facing mounting financial difficulties and increasing mental health issues. The report further stated that 65% of people were waiting at least 3 months for payment, and a further 29% waiting for at least 6 months, with the average wait time being 19 weeks from application to decision.[footnoteRef:11]These reports highlight the profound impact austerity measures have had on health as a direct result of the cuts to welfare. The increase in long term physical and mental health issues increases the demand on an already overburdened NHS. Therefore, the government can hardly claim that cuts to welfare have reduced government spending by £1bn, since the increase in demand for NHS services would increase government expenditure. The tragic irony is that austerity measures are actually costing the taxpayer more money. Even if the Keynesian alternative is wrong, as neo-liberals would have us believe, its impacts wouldn’t be worse than this. We’d have a similar deficit at worst, but a happier, healthier and more productive population.  [10:  Citizens Advice Cymru, One Day At A Time, 2014]  [11:  The Welsh NHS Confederation, The Impact Of Welfare Reform On People’s Health And Well-Being, 2015, p. 4 <https://www.nhsconfed.org/~/media/Confederation/Files/Publications/Documents/Health%20Impacts%20of%20Welfare%20Reform.pdf> [Accessed 19 April 2020]] 

Local councils in Wales did not escape the austerity measures either, these councils being the delivery arms of welfare to the Welsh Assembly. Their budgets were stripped by 28%, to be reduced over a 4 year period, and with a shockingly high 45% further reduction in capital spending. The effects of this were crippling, especially since of all the four UK nations, Wales is the only one without the ability to borrow money for essential expenditure purposes.[footnoteRef:12]To protect public services as much as it could, Welsh government chose instead to increase council tax in order to cancel out the dire mitigations in its budget from Westminster government’s austerity measures. However, this was a grave mistake as it disproportionately affected household income in West Wales and the Valleys, with these areas already being the hardest hit by cuts to welfare. While the Assembly might be doing what it can to mitigate the impact of austerity measures in Wales, increasing fiscal pressures from cuts by Westminster government will see more and more public services collapse. Already from the period of 09/10 – 16/17 we have seen up to a 70% reduction in spending on economic development, the environment, our culture and heritage, community support, public protection standards, transport and housing. It might be fair to argue that austerity measures have helped local government to become more efficient in their spending.[footnoteRef:13]However, this is the only benefit. How can you expect to grow an economy if you’re not even investing in its development? Our local governments in Wales are at the tipping point, facing mounting financial challenges as a result of austerity. You can only reach a certain peak “efficiency” before you have to cut back spending further in order to keep up with budget decreases. All of this can only come at the expense of our students, at the expense of those who depend on our already decimated welfare, and at the expense of those who are either low-income families or people with health conditions. We are using sticking plasters to deal with a severed artery. It won’t be long until job losses, suicides, starvation and poverty come pouring out. [12:  Mark Drakeford, 'Wales in the age of austerity', Critical Social Policy, 32.3, (2012), 454-466.]  [13:  James Downe and Emma Taylor-Collins, Welsh Local Government And Austerity (Wales Centre For Public Policy, 2019).] 

In conclusion, the promises that Austerity would reduce the deficit have all been lies. There is very little disagreement between economists that the government failed to achieve its debt and deficit reduction goals. A surplus was first promised in 2015, but was then moved to 2018/19, then 2020. Today the Conservatives find that their vision of a neo-liberal paradise is unattainable.[footnoteRef:14] Even the International Monetary Fund accepts that Austerity has had a negative effect on the economy, and is now calling for increased public spending.[footnoteRef:15] Having increased both the debt and deficit, the paradox of austerity has shown itself, and the experiment has failed.[footnoteRef:16] All across Europe, the governments which opted for and implemented severe budget cuts instead of tax increases on the richest in society have failed their people and failed future generations. We sit on the cusp of the most volatile political, social and ecological collapse in human history, and we don’t even have the economic tools to face it. Instead of building resilience in communities, we have been building food banks. Instead of investing in renewable energy, in our future, we have invested in tax breaks for the richest corporations and individuals this world has ever known. Instead of eradicating poverty, we have eradicated the natural world upon which our very economic system depends. Despite all this, there is still hope. The hope that we can be brave enough to end austerity; to usher out an archaic and outdated system that never even worked in the first place; and to replace it with a newer, better system which builds on old ideas proven to be effective by history. Franklin Roosevelt responded to the Great Depression with his “New Deal”; now the time has come for us to implement the Green New Deal. [14:  Christopher Hood, Rozana Himaz, How does austerity look in retrospect? The UK’s recent fiscal squeeze in historical perspective (2016) <https://blogs.lse.ac.uk/politicsandpolicy/how-does-austerity-look-in-retrospect/> [accessed 18 April 2020].]  [15:  International Monetary Fund. Research Dept. World economic outlook, October 2012: Coping with high debt and sluggish growth. (Oxford University Press, 2012).]  [16:  Aaron Reeves, Sanjay Basu, Martin McKee, Christopher Meissner, David Stuckler , 'Does investment in the health sector promote or inhibit economic growth?', Globalization and Health, 9, (2013), .] 


"The country needs and, unless I mistake its temper, the country demands bold, persistent experimentation. It is common sense to take a method and try it: If it fails, admit it frankly and try another. But above all, try something."[footnoteRef:17] [17:  David M. Kennedy, Freedom From Fear: The American People in Depression and War, 1929-1945 (Oxford, 1999), 104.] 
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