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Summary 
The economy of the south Wales valleys has struggled to recover from successive rounds 
of economic change, from the closure of coal mines in the 1980s and 1990s to the more 
recent decline of manufacturing.  The foundational economy is widely seen to provide a 
solution to the valleys’ problems, because businesses meet essential needs and are more 
rooted in the locality than footloose inward investment. However, the formation, survival 
and growth of businesses in the foundational economy is by no means guaranteed: 
businesses in these sectors are at least at as great a risk of closure as any other.   
 
Over the last year, the Bevan Foundation has sought to identify the conditions that help or 
hinder the development of the local foundational economy in smaller and relatively 
economically-disadvantaged communities, focusing on three communities in the south 
Wales Valleys. They were Cwmafan in Neath Port Talbot, Treharris in Merthyr Tydfil and 
Treherbert in Rhondda Cynon Taf.  The foundational economy in these places was 
overwhelmingly the so-called ‘overlooked’ economy, which are mainly dependent on 
household expenditure, e.g. hospitality, retail and personal services such as hairdressing.  
 
If the foundational economy is to deliver dividends in the valleys, and indeed more widely, 
understanding its characteristics and the threats and opportunities is important.  The 
valleys home to a significant proportion of the population of Wales. Smaller places are 
also significant, given that large parts of Wales are comprised of small settlements and 
towns similar to those we considered. 
 
We found that the foundational economy comprises a multitude of distinct sectors, each 
with different characteristics, business models and prospects. Indeed, not all sectors of 
the foundational economy have a positive outlook, with some – such as retail - 
contracting as they adjust to changes in demand, as well as changes in technology and 
ownership. In seeking to stimulate the foundational economy, economic agencies need 
to adopt a more nuanced approach to avoid supporting activities that are in decline. 
 
We found that business capacity and the wider business environment (e.g. business 
premises and the relative evenness (or unevenness) of the economic playing field on 
which foundational businesses operate) are critical for harnessing the foundational 
economy’s potential.  There are small but active businesses across the valleys which are 
surviving and thriving despite the lack of public sector support. Effective intervention in 
these mostly small and micro-firms could help to transform the prospects of many towns 
and villages across Wales.  
 
We also found that the consumer market in many valleys communities is limited by 
relatively small populations. Further constraints arise from the local geography which 
means the hinterland is also limited.  Modest household disposable incomes work to 
further constrain the market in the south Wales valleys, meaning there is less cash to 
spend on discretionary items such as meals out or beauty treatments. 
 
While some savvy and well-established businesses capture local custom, much 
expenditure leaks elsewhere, including to larger nearby settlements that are, in effect 
competing for the same household pound.  Making small towns and villages convenient 
and attractive places for consumer spending can help those localities to compete.  
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Growing the foundational economy can stimulate and secure jobs and provide essential 
and “nice to have” goods and services.  It also has a vital “placemaking” role. The 
businesses, organisations and people that comprise the local foundational economy are 
critical parts of the character and fabric of small places. Many consumers have a sense of 
loyalty and want to see their town or village prosper.   
 
Based on our findings, we recommend the following actions to ensure that smaller and 
economically disadvantaged places are not left behind in the development of the 
foundational economy in Wales. While our recommendations are drawn from our work in 
three valleys communities, they have relevance many other smaller settlements across 
Wales. 

• Action to increase the market:  Growing the local population, reducing the leakage 
of spending power out of the area, increasing and capturing tourism spending and 

boosting local incomes will all help to increase the local market for foundational 

goods and services.   

 

• Action on business innovation:  Targeted, flexible and outreach business support 

to small and micro-firms that supports innovation and adaption to changing 

consumer habits. Support and awareness raising to foundational businesses to 

foster collaborations that capture local spend. Seed fund chambers of trade to 

broker majority buy-in amongst local foundational businesses.  

 
• Level the playing field: Improve the local built environment to a minimum standard 

to provide well maintained basic infrastructure such as parking, bins, cycle storage 
and lighting for the mutual benefit of foundational businesses and the wider 
community. Funding and planning decisions should design-in the experiences of 
foundational businesses and consumers to help create a foundational “eco-
system” that is fair and supports places of all kinds. Acknowledge and address the 
advantages enjoyed by bigger players in the economy. 
 

• Build on identity and create USP: In partnership with the community, develop each 

town’s identity and USP. Use increased local authority powers of compulsory 

purchase and enforcement to create a renewed sense of place and address local 

concerns. Provide funding and capacity building for local grassroots initiatives that 

foster a sense of place and harness existing assets and identity.    
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1. Introduction 
The foundational economy is now a central tenet of Welsh Government economic policy. 
Having gained significant traction in recent years as a concept and means to value 
overlooked parts of the economy, it has had an important corrective effect in changing 
the terms of the debate about what the economy is, who it works for and why it matters. 
In recovering from the global pandemic, the Welsh Government has again re-iterated its 
commitment to supporting the foundational economy by placing it at the heart of its 
plans for reconstruction1.  
 
The Covid-19 pandemic affected this research in ways we could not have anticipated. 
Exploring the foundational economy through the lens of Covid-19 threw its role in the 
economy and society into sharp relief. Large swathes of the economy – foundational and 
otherwise – were effectively put into suspended animation because of the pandemic. At 
the time of writing, this remains the case for some sectors. While haircuts and restaurant 
meals were put firmly on hold during the severest periods of restrictions, transportation, 
care and food supply emerged as essential. These parts of the foundational economy 
continued with a new sense of importance. This has helped clarify which goods and 
service are essential and which ones are “nice to have”. The pandemic has also starkly 
illustrated that the foundational economy is closely linked with the wider economy, for 
example hospitality depends not only the production of alcoholic drinks but on the 
availability of bottles and barrels, vehicles to transport them and equipment in pubs to 
dispense them. Overlooking the other parts of the economy that are not considered 
foundational is done at policy makers’ peril.  
 
In exploring “ordinary” business and community experiences we had to take into account 
the impact of the pandemic. Some, such as food retailers continued to trade, others had 
decided to or were obliged to suspend trading activities. Others had ceased to trade 
entirely. This is relevant for strengthening the resilience of the foundational economy, 
highlighting which parts of the economy – in the face of disruption – will continue to 
trade and supply essential goods and services and which ones were more likely to suffer. 
The complexity of experiences of businesses underlines the need for recognition and 
understanding of the vast differences between different sectors and even for businesses 
within sectors. For example, some childcare providers saw a large increase in business 
demand due to their new designated status childcare hubs. For self-employed 
childminders, the story was one of no demand and huge uncertainty.  
 
The long road to recovery from the pandemic, along with the urgency to respond to 
climate change and a renewed sense of localism, has implications for places across 
Wales. The capacity of the foundational economy to deliver dividends to geographically 
and economically challenged places faces additional hurdles, but none of them are 
insurmountable. A nuanced approach that recognises differences between sectors, but 
also between places and between communities, can help ensure that the foundational 
economy thrives in all places and for all people. 
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2. The local market 
An essential pre-condition for the success of any business is the market in which it 
operates. This is as true for foundational sectors as it is for other parts of the economy. 
Across each of the three communities, there were a number of factors that clearly 
affected the local market. These principally relate to the size of the resident population, 
economic makeup of the local market (i.e. disposable income and spending power) and 
diversion and leakage of expenditure elsewhere. 

2.1. Population 

The size of the market in smaller settlements is inevitably limited. Not one of the three 
communities we considered had more than 7,000 inhabitants. None have any medium-
sized or large employers. In fact, all are subject to the net outward commuting2 similar to 
that experienced in many places across the south Wales valleys, as there is not sufficient 
local employment to sustain the jobs needs of the working population. The relatively 
small population of each community therefore has the effect of limiting the quantity of 
consumers for the local foundational economy. Some foundational businesses and 
services – especially ones that are considered more niche – therefore face the additional 
challenge of securing the critical mass needed to sustain their offer locally. For these 
businesses, finding other markets, such as visitors to the area or online sales, is vital.  

2.2. Spending Power 

The spending power of the local resident population also affects the local market. The 
average earnings of the people living in each of the three local authority areas in which 
the communities are based are all below the Welsh average3 (although by no means the 
lowest). This has several effects. It means that consumer potential of the local population 
is more limited in comparison with areas with higher earnings and disposable incomes – 
there is simply less money to spend. For households with lower incomes, the limited 
purchasing power in the community reduces, and means that the local foundational 
economy is often relatively small. There is therefore limited consumer choice in the 
locality, and sometimes higher prices. 

2.3. Expenditure leakage 

The limitations of the size and spending power local market are increased further by 
leakage of expenditure by the local resident population elsewhere. There are two drivers 
here.  
 
First, local spending power leaks out through outward commuting, as residents buy 
goods and services close to their workplace rather than close to home. The impact is 
exacerbated because people who travel the furthest to work are most likely to have 
higher incomes.  
 
Second, the geographical concentration of foundational goods and services into larger 
centres also results in spending leaking out of a locality.  We identified competition from 
large national and international chains and online retailers which offered convenience 
and competitive pricing, with all three communities experiencing competition from 
nearby centres such as Port Talbot, Pontypridd and Cardiff.  
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This is not just an issue about the concentration of retail and hospitality businesses. We 
found that the availability or lack of key amenities such as post office and banking services 
also shaped whether residents decided to do their business locally or whether they 
sought out larger and more prosperous settlements. Their role in triggering additional and 
incidental spending, as well as their wider contribution to sense of place was identified by 
project participants across the three communities. 

2.4. Recommendations 

Growing the foundational economy in valleys communities and in similar towns and 
villages therefore depends on retaining and growing the local market in terms of its size, 
capacity and the reduction of leakage of spending power. There is also some potential to 
attract external consumer expenditure by tourism, which each of the three communities 
already do to a limited extent. Growing the local market requires action across all levels of 
government for a multi-level, multi-partner response. 

Attracting and retaining population 

Many valleys communities, including Treherbert and Treharris, have seen their population 
decline in recent years as people have sought opportunities elsewhere. Some places in 
the valleys have seen little if any investment in new housebuilding, reflecting developers’ 
perception that there is little demand.  
 
The attractiveness of valleys communities as places to live is changing however. The 
south Wales metro will provide fast links not only to Cardiff but to other south Wales 
cities, Bristol and even London, making medium- and longer-distance commuting 
feasible. The appeal of the valleys is increased further by the anticipated shift towards 
working from home for some or all of the working week, and the premium placed on 
fresh air and open spaces. Housing is also very much more affordable in the south Wales 
valleys than in cities. 
 
Environmentally-sensitive, small-scale housing development in valleys communities 
could help to expand the market for local foundational businesses as well as providing 
more balanced communities and meeting housing need. We urge local authorities to 
encourage interest in small-scale residential projects in existing valleys communities by 
ensuring appropriate land is designated for development, working pro-actively with 
developers and requiring high environmental and design standards. The Welsh 
Government could also introduce incentives for house building in specified valleys 
communities, easing the development pressures on cities and larger settlements at the 
same time.  

Reducing leakage of spending power 

Population growth only has business benefits if household expenditure is retained within 
the community. There are many ways that other areas have sought to increase the value 
of local expenditure, for example through loyalty schemes, community shops and 
community energy generation and so on. These attempts to retain local expenditure 
should reflect specific local circumstances, because not all leakages of spending power 
will be the same.  
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Most communities in the valleys have yet to try this ‘plugging the holes’ approach, despite 
the considerable potential it offers. We think there is potential for local groups to develop 
action to stem the leakage of local spending power out of their area, with a role for Welsh 
Government, local authorities and social enterprise bodies to pilot the approach in a 
limited number of places.  
 
In particular we were struck by the opportunity to establish consumer co-operatives. 
Community buying pools individual resources to obtain goods and services, often at a 
better price, than would be the case than if purchased individually outside the area. 
Community buying is most associated with the purchasing of energy e.g. the purchase of 
heating oil for homes in rural areas or collective switching of energy supplier. Given that 
energy is essential and foundational, there is scope to transfer the learning from this form 
of collective purchasing to other essential and foundational goods and services. 
 
Critical to making collective buying work is the involvement of the local foundational 
economy. This is to ensure that collective buying does not exacerbate existing leakage at 
and instead works to divert collective spending towards it. Enterprising businesses and the 
wider participation of existing community organisations could facilitate the development 
of this approach.   

Attract extra spending power 

The limited local market in some valleys communities could be increased by tapping into 
the spending power of visitors.  
 
Each community studied has potential to benefit from tourism expenditure, even with 
their modest existing tourism offers. Treherbert’s proximity to Zip World could and indeed 
should benefit the area, along with plans to become a forest town and demonstrator of 
community land management.  Cwmafan is a gateway to Afan Valley and already has 
some specialist holiday accommodation and benefits from visitors to the Afan Bike Park. 
Treharris – near the Taff Trail, and close to the Welsh National Climbing Centre and Bike 
Park Wales has similar prospects. 
 
Tapping into the visitor pound requires an enhanced “offer” including excellent 
signposting and local information, businesses that respond to tourist needs and are able 
to refer customers to other local businesses and facilities in the area to attract tourist 
expenditure. This soft infrastructure is not in place in many places.  
 
Tourism is not a panacea for economic problems - most tourism is seasonal with 
implications for the reliability and consistency of trade. For workers, this has an effect on 
guaranteed hours and employment as well as wages – a particular consideration given 
the need to increase levels of disposable income. This is a consideration for any 
aspirations for self-sustaining local economies. Nonetheless, tourism expenditure can be 
a useful supplement to local trade. 
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Efforts to attract visitors should be part of a wider and more joined up regional offer to 
ensure they complement those of neighbouring communities rather than putting them in 
competition with each other.1  

Increase disposable incomes 

The demand for local goods and services is also constrained by relatively low disposable 
incomes in many valleys communities. Addressing this points to wider concerns around 
the labour market in Wales, including low pay, insecure work and the availability of work. 
For many people, their pay has failed to keep pace with increases in living costs in recent 
years. Too many jobs do not pay the Real Living Wage and precarity of work is a familiar 
feature of some sectors. Raising incomes – especially those at the lower end of the 
spectrum – is of course a very much larger aim. Therefore the combined gains from 
increasing and capturing disposable incomes should not be overlooked.  

 
  

 
 
 
1 Our research found competition for bike tourism between Treharris (Bike Park Wales) and Cwmafan (Afan 
Valley Bike Park) 
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3. Business capacity 
The increased policy focus on the foundational economy rests on the idea that 
stimulating it will boost local economies, create jobs and share wealth. However, this 
assumes that there are businesses in a locality with the capacity and entrepreneurial flair 
to seize opportunities and grow.  While we found that there was a small but thriving 
business community in each area we considered, we found that businesses had little if 
any contact with the providers of local or Welsh government support services.   

3.1. Business structure 

As is the case across many towns and smaller settlements in Wales, the vast majority of 
businesses within the three communities are small firms and micro-businesses. There is 
also a significant number of self-employed people, some relying on their businesses as 
their sole source of income and others working to supplement their income e.g. from 
another job.  
 
We found a significant proportion of businesses that were unaware of the support 
available to them, including specific Covid-19 support schemes. Some did not have the 
time, capacity or knowledge to locate or indeed navigate the options available to them 
and as a consequence were missing out on advice and funding, operating in relative 
isolation.  
 
We also found that there was a lack of local business networks, including co-operation 
and collaboration between businesses located in the same place. While there are 
instances of informal networks and relationships - including nascent chambers of trade - 
there was no wider collaboration to pro-actively capture more local spending, increase 
footfall or share benefits of working together. However, the continuation of half day 
closing in some parts of the valleys and the historic “late night Saturday shopping” in 
Treharris4 demonstrates that there continues to be informal co-operation between 
businesses which could be built on.  

3.2. Business ambition and innovation 

There were foundational businesses in each of the three communities that indicated a 
desire to grow and innovate. The disruption of Covid-19 meant that for those still in a 
position to trade, some had responded in new ways - trading online, offering delivery 
services and implementing remote-working and socially distanced services. New 
businesses had also been set up in response to the pandemic.  Some told us that prior to 
lock down they had plans for expansion or doing things differently. Despite the 
challenges of the pandemic, they expressed confidence that they could bounce back. 
This illustrates that some foundational businesses are detecting and responding to 
opportunities and have aspirations to grow and adapt their business.  
 
However, there were other businesses that had not changed practices and that had little 
desire to grow or innovate, despite there being opportunities to do so. Some found they 
simply had no obvious options for changing their business model in response to the 
pandemic, this being particularly the case for those whose premises are not conducive to 
distancing or with business models based upon household mixing or close personal 
contact.  Their only option was to cease trading.  
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Even businesses within the same sector found that their eligibility for support varied. For 
some, business support felt remote and inadequate - the support to newly self-employed 
people from the UK government being a case in point. Aside from the pandemic, there 
were some well established businesses that found the status quo familiar and did not see 
the benefit of diversifying or innovating. 
 
Related to this, innovation also requires an understanding of current and future trends. 
The digital revolution means that accessing and delivering services and goods is changing 
rapidly. Keeping pace with change requires businesses that can adapt to new methods as 
well as consumers that are able to take advantage of technology. This not only needs 
significant action to close the digital divide it also needs investment in infrastructure 
including fast and reliable broadband, 5G and public Wi-Fi.  

3.3. Recommendations 

If everyday businesses are to grasp the opportunities within the foundational economy, 
they must be in a position to respond to changing consumer needs, habits and 
preferences to retain local expenditure. For this to happen, the existing profile, 
circumstances and needs of businesses – especially small and micro business - require a 
more nuanced and pro-active response from business support services and from 
businesses themselves.  

Target business support 

The reach and impact of business support services should be substantially increased to 
ensure small, foundational firms can benefit if appropriate. Current support is devised and 
delivered across levels of government and by a range of agencies – all of whom need to 
be involved and effectively co-ordinate their support to smaller businesses and 
businesses operating in disadvantaged places. The devolution to local government of the 
delivery and administration of some elements of the Welsh Government’s Covid-19 
support to business2 had led to a wholesale update and refresh of the information many 
local authorities had on businesses in their locality. It is telling, however, that it took a 
global pandemic for this to happen. It is therefore imperative that much more effective 
communications and networks between businesses, business support services, local and 
Welsh Government are put in place and maintained. This is both to build on existing 
networks and harness the information sharing and relationships with business that have 
developed throughout the pandemic.  

Grow business co-operation 

Rooted and responsible business with excellent customer services and well-established 
relationships make some businesses integral to the fabric of the community in ways that 
go beyond the purely economic. These qualities help to maintain local custom and attract 
local expenditure – larger businesses struggle to have the local knowledge, personal 
relationships and customer service that some local businesses offer.  
 

 
 
 
2 For example, non-domestic rate relief support  
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Foundational businesses could work together to retain and grow local trade as part of a 
wider effort to stop leakage of expenditure. There are examples of this collective action 
having taken place in elsewhere. For example, the Totally Locally5 movement supports 
businesses to promote the value of local shopping, celebrate the high street and support 
local economies. They include initiatives such as the “fiver fest” to showcase £5 bargains 
from local businesses, helping to attract local spending and to say thank you to the 
people that support them.  To date however, the places in Wales that have adopted a 
Totally Locally approach have been more affluent areas3.  
 
NPT Buy Local and the Big Heart of Merthyr are two localised approaches to supporting 
local businesses in the areas we worked with. However, to capture lost spending at scale, 
these initiatives need to be ramped up with dedicated time and resourcing to make them 
work. Seed funding for new or re-energised chambers of trade is one such way to do this. 
This should go hand in hand with creation of opportunities for neighbouring chambers of 
trade to come together to learn from each other and to ensure that intra-area rivalries are 
avoided and that instead localities play to their respective individual strengths. 
 
Given the changing nature of the way the public spends money and the offer of the 
foundational economy, such initiatives will need to create an offer that goes beyond 
retail. The involvement of non-retail business, community organisations and even shared 
business and working spaces will be required for success in a post-covid world. It is likely 
to include initiatives such as online high street apps, forums and websites that respond to 
the way people now purchase many goods and services4. They require dedicated 
resourcing to ensure the extent of “buy in” that is needed to make them a success, 
especially if they are to be locality specific. 

Minimum levels of essential services 

Across each of the three communities, the availability and quality of basic services such as 
post offices and banks were identified as factors in expenditure and travel decisions. 
These services provide a reason to visit local centres and also affect the perception of 
their importance and value to everyday life.  While not all foundational businesses exist on 
a high street, centre or even with a physical premise (e.g. home based, mobile, some self-
employed and businesses in need of specialist premises are to be found elsewhere), for 
those with a physical premises, being alongside essential services was important. This is 
not unique to the valleys. The decline of infrastructure such as free to use ATMs, post 
offices and bank branches6 across Wales has been well documented. For example, in a 
two-year period up to December 2020, there was a 23 per cent fall in the number of free 
to use ATMs. 
 
The availability of basic local services could help to reverse the decline in many small 
towns and villages.  Establishing a minimum standard of service would help to ensure that 
the benefits are shared between areas. For example, the provision of a post office in one 

 
 
 
3 Caldicot, Crickhowell, Hay-on-Wye and Lampeter are “Totally Locally” towns. Penarth businesses have also 
adopted similar approaches. 
4 For example, NearMeNow Digital high street app 
https://nearmenow.eu/  
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town could be complemented by the re-instatement of banking services or ATMs in 
another. The community bank for Wales offers some prospect of a return to localised 
banking and the role of Credit Unions in smaller communities is also an important one. A 
wider national conversation on community economic infrastructure would be especially 
timely as places look to recover from the pandemic and the Welsh Government 
continues to roll out its “town centre first” approach. Building a minimum guarantee into 
future planning policies could help breathe new life and purpose into places across Wales 
and foster a sense of localism from which the foundational economy can benefit.  
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4. A level playing field  
Research with residents and businesses alike found that businesses compete for custom 
and consumers make spending choices, on an uneven playing field. The advantages 
enjoyed by large national, international and online businesses simply do not exist for most 
local businesses in smaller locations. While working to respond to modern and changing 
trends and innovating can help businesses “stay ahead”, this cannot address some of the 
wider inbuilt advantages experienced by competitors. Levelling the playing field in this 
respect is as much about indirect, “ecosystem” support to local foundational firms in the 
valleys as it is about corrective action to firms operating within the same sectors but 
experiencing very different advantages and disadvantages.  

The built environment 

The geography of the valleys puts business premises and public space at a premium. This 
has multiple side effects. Steep valley sides (especially in Treherbert) have a knock-on 
effect on the built environment that in turn influences consumer spending decisions. This 
includes issues such as roads and pavements that are passable and well-maintained, 
double and single yellow lines, the availability of on street parking, dedicated parking for 
disabled people and families with young children and infrastructure for active travel. The 
attraction of a superstore that offers abundant free parking, cycle racks, toilets and free 
shuttle bus services contrasts with a greengrocer on a valleys high street with little or 
parking nearby, poor lighting, few litter bins, no facilities and poor public transport. While 
the geography of the valleys is immutable, sympathetic urban design can mitigate its 
worst effects and support the growth of the foundational economy. The question of who 
pays and who benefits from free parking requires review to better understand the relative 
advantages and disadvantages, especially in places with limited or poor alternative travel 
options. 
 
Given the renewed focus on places and towns as they recover from Covid-19, the Welsh 
Government has an opportunity to re-fashion public spaces, benefiting both the wider 
community and the foundational economy.  We suggest that any funding and planning 
decisions should design-in the experiences of foundational businesses and consumers in 
places experiencing these challenges to help create a foundational “eco-system” that is 
fair and supports foundational economy in places of all kinds. 

Business costs 

Large national and international and online firms’ benefit from economies of scale and 
the ability to offer and undercut competitors.  While locally-rooted firms are rightly 
subject to a non-domestic business rate regime, many well-known businesses that 
compete for the same customers are not. There is a wealth of evidence showing that 
even through corporate taxation, many still do not pay their “fair share”. As the Federation 
of Small Business has observed, that online businesses can compete without having the 
same overheads as high street businesses has implications for the fabric of towns and 
cities”7.  
 
There has been some acknowledgement of the advantages enjoyed by bigger players in 
the economy. For example, the Welsh Government’s Covid-19 business rate relief 
scheme made businesses with £500,000 rateable value ineligible, which excluded many 
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large supermarkets. Building on and fine tuning this important distinction and 
mainstreaming it into economic development will help to level the playing field. Retention 
of existing businesses of all kinds is vital for a diverse and thriving economy, however, 
where the Welsh Government has the powers, it should use them to best effect to level 
the playing field. 
 
It should also be acknowledged that some advantages that larger businesses have are the 
result of poor working practices. These include minimum wage pay, poor working 
conditions and lack of recognition of collective representation and worker voice. A high 
impact campaign to raise awareness of these issues, while incentivising and rewarding fair 
work can help create a business culture where poor working practices are penalised 
through the regulatory regime and the economic contract. 
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5. Place and identity  
Many businesses operating in the local foundational economy are integral to their 
community, local identity and sense of place. The role and importance of existing 
businesses - including foundational ones - is magnified further in smaller settlements 
because there are simply fewer of them. Some have a monopoly as the sole providers of 
their kind in the immediate locality. Across the three communities, we heard that 
residents were loyal to their village or town and that they wanted to support local 
business. There is a clear desire amongst many to see the place they live do well. 

Develop a renewed narrative.  

As research on the successful reinvigoration of towns across the UK has shown, a strong 
sense of identity is vital to creating a sense of purpose to develop a new future8. This is 
perhaps even more important in the case of valleys communities, where outdated, 
negative stereotypes still persist. They affect external perceptions which in turn influence 
development and investment decisions, businesses deciding where to locate and visitor 
footfall. They also affect aspirations amongst the local population - from businesses 
deciding whether to remain, to residents’ views, hopes and own role in the future of 
where they live. There were instances of negative perceptions that had been internalised 
by local people who didn’t believe that a better future or significant change was possible 
where they lived.  
 
We also saw plenty of examples of residents and businesses hoping for a positive, thriving 
future for their community. The Covid-19 pandemic had also changed people’s 
relationship to their community. For some, more time spent at home had resulted in 
more spending in the local foundational economy, the establishment of new relationships 
with local businesses and the initiation of different spending habits. However, there is no 
guarantee that these changes will “stick” in the long term. Loyalty and attachment to 
place was strong amongst people across the three communities and is an asset that can 
be harnessed to far greater effect.  

Build on place “USP” 

Each community has something unique and special about it. All three are surrounded by 
beautiful landscapes and enjoy a strong sense of community. Of the three areas, 
Treherbert is perhaps most advanced in developing its USP and identity. Sitting at the top 
of the Rhondda Fawr valley, it is on its way to becoming Wales’ first “forest town” and is a 
pioneer of community land management and forestry. 
 
Related to countering negative stereotypes, building on the uniqueness of places is 
proven to help be a catalyst for change9. However, it also requires the meaningful 
involvement of the community, in partnership with local anchor organisations. We 
suggest investment in local initiatives to build and foster sense of place. This should be 
community led in partnership with local institutions to build on the local knowledge and 
commitment each has. 

Address wider economic development concerns.  

The availability of suitable business premises for expansion, conversion and re-purposing 
of empty properties and the improvement of transport links all contribute to wider sense 
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of place. All were identified by the three communities as things that needed action and 
meant something to them in how they felt about their locality. One community had a 
prominent business unit that had been empty for decades which inevitably had become 
dilapidated, contributing to a general sense of decline. There were other instances of 
businesses which had been encouraged to relocate outside the area (but remain within 
the county borough) by their local authority. 
 
Simple actions to maintain a clean, tidy and well-lit street scene require investment in 
basic services. The ability of local authorities to use their powers of compulsory purchase 
and enforcement is fundamental to addressing these concerns. The Welsh Government’s 
recent strengthening10 of council’s powers to purchase vacant land and redundant 
buildings to bring them back into use, when it is in the public interest to do so, will go 
some way to addressing vacant unit concerns. 
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6. Conclusion 
The increased focus on the foundational economy by the Welsh Government has created 
a fresh impetus to understand this complex economic activity and its relationship with 
people and places. The diversity of businesses and sectors that are considered 
foundational demands a nuanced approach to developing it effectively.  
 
The foundational economy in the valleys is predominantly small, micro and self-
employed businesses.  Too many of these businesses are not well networked with each 
other or with the business support available to them, resulting in missed opportunities to 
grow, innovate and, in the circumstances of Covid-19, survive.  They compete on an 
uneven playing field with larger national, international and online firms who enjoy 
advantages of scale, low pricing and technology. The advantages that foundational 
businesses do enjoy are those of customer loyalty, rootedness in place and a resilience in 
the face of challenge. Many are integral to the very fabric of the community. 
 
The relatively small resident populations of valleys communities – and indeed many 
communities across Wales – limits the customer base needed to sustain many 
foundational businesses. This is compounded by lower-than-average household 
incomes, which has a particular impact on the development of the “overlooked economy” 
of recreation and leisure, eating out and personal services. Leakage of spending to larger 
settlements and competitors also works against the local foundational economy, 
especially in the case of the outward commuting population who tend to have the 
greatest spending power. 
 
Action by Welsh Government, local authorities and other economic actors is needed to 
prevent economically disadvantaged places being left behind in the development of the 
foundational economy in Wales. While our recommendations are drawn from our work in 
three valleys communities, they have relevance many other smaller settlements across 
Wales to support the growth and success of the foundational economy. 
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