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PS 20 – Reduction in Economic Support commissioning budget

	Status:
DRAFT 

	Report of: Susan Ayres, Economic Affairs Manager, Customer and Communities Service

	Email:
susan.ayres@rochdale.gov.uk
Tel:
   01706 925636  


	Cabinet Member:  Councillor P Williams 




1. RECOMMENDATIONS / DECISION REQUESTED

1.1. Reduce the operational commissioning budget for business, employment and skills support by 44%.
1.2. Reduction in   posts in the Economic Affairs Team funded by this budget and currently held by self employed contracted staff
2. REASONS FOR RECOMMENDATIONS
2. In light of the need to make significant savings across the Council, the operational budgets managed by the Economic Affairs Team for the work of the Economic Partnership has been reviewed.  The proposals have taken account changes in employment, skills and business support at a national, and sub-regional level. They also reflect an increase in income generation as a result of recent success in securing sub-contracts for employment support work.

3. ALTERNATIVE ACTIONS CONSIDERED
3.1. The option of retaining the budget at its current level of £1,012k was discounted because of funding pressures and 
3.2. The option of deleting the budget entirely was discounted because of the need to support the local economy, both businesses and residents, during the continuing tough economic conditions. 
4. BACKGROUND & SUMMARY
4.1
In 2010 an independent review of the Borough’s Economic Partnership recognized the economic challenges the borough faces and the importance of the role of the public sector in supporting the local economy. The overall recommendation was to focus on a smaller set of priorities, maximizing the impact of investments, and making the best use of diminishing public resources. The Review and data from GM Economic Forecasting models predict that it will be some time before the borough reaches pre-recession employment levels (estimates range from 2018 to 2032).

The proposal is to reduce operational commissioning budgets managed by the Economic Affairs team. This will reduce the funding allocated to the following projects/activities:

a)
Business support and enterprise coaching –  The Borough has one of the lowest business start-up rates in the City Region and it remains a priority for the Borough to encourage job creation and self-employment through business start-up and growth.  The majority of national and regionally funded business support activity has disappeared and it is important that we maintain the ability to provide a level of targeted support for local companies, particularly in the current economic climate. The reduced funding will allow for the retention of the Enterprise Coaching Service but targeted business support for activities such as encouraging low carbon technologies, supporting advanced manufacturing and retail sector training will be reduced.

b) Employment advice and support (Employment Links and J21) – this proposal will consolidate the two employment support services (one general; one with a construction focus).  This will generate some efficiency savings and the three year sub-contract for the ‘Work Programme; will generate sufficient income (payment by results) to reduce the amount of council funding needed to support the service, so long as the income is carried forward at the year end to fund the next year. This proposal is dependant on this happening.  [Note: the income is paid in arrears on performance. A prudent working assumption would be an annual income of £200k, which may go up or down depending on the number of referrals from Job Centre Plus and the number of people staying in jobs for at least 6 months.]

The staff implications of this are detailed in PS 19 as it is part of the Economic Affairs Team but the financial saving is included in this report and both J21 and Employment Links are funded through the Economic Support Commissioning Budget. J21 was until last year financially supported by Oldham Council, GM Procure and Housing Market Renewal in addition to Rochdale Council. However since March 2011, only Rochdale Council has continued funding J21 and doubled its contribution to make up for the loss of income from Oldham Council, but in the current financial climate, this is unsustainable beyond this current year, 11/12, and therefore the proposal is to decrease Rochdale Council’s funding to J21 by 50% and thereby keeping it at the 2009/10 level.
c) Reduce the operational budget for integrated skills activity – low skill levels remain a big issue for the Borough and significantly affect the economic potential of our residents.  Although reducing the operational budget will affect the council’s ability to provide skills support it is anticipated that strengthening relationships with schools and colleges will help us to influence mainstream provision to meet local needs.  The skills commissioning budget reduction takes into account new ESF activity commissioned by DWP to support families with complex needs. This will start in 2012 and we are influencing and supporting bidders to absorb our good practice into the new ESF activity.

The operational budget for the Public Sector workforce support which includes the Future Jobs Fund and apprenticeship work and will slightly increase to support the development of the Community Champions activity.

The operational budget for inward investment marketing for Rochdale Development Agency is proposed to remain unchanged.

5. CONSULTATION UNDERTAKEN 
5.1.  The staffing implications of the proposed reductions in the economic support commissioning budget are included in Proposal PS19. 
5.2. A presentation on the proposal was made to the members of the Economic Partnership on the 1st November and partners were asked to respond to the consultation
5.3. Online consultation via the Council’s website
6. Summary / assessment of staff consultation

6.1 implications for staff of this proposed reduction in the economic support commissioning budget have been included in the PS19  ‘Restructuring support for Economic Development’ report
7. Summary/ assessment  of non staffing consultation

7.1. This proposal was open to public consultation and 8 online responses were received. Four responses were from within Rochdale Borough and 4 responses were from outside – Oldham and Ashton under Lyne. There were no other responses.
7.2. The 8 online responses all related to the proposed merging of the J21 and Employment Links Teams, both are part of the Economic Affairs Team within the Customers and Communities Service, and the subsequent reduction in J21 capacity and can be summarised as:
	
	Who
	Summary of Comment
	Agree/disagree

	1
	Oldham resident who started a consultancy with J21 support
	J21 is a vital service for the local construction community and it would be inappropriate at this time to axe this service, Job Centre staff are not equipped with the right skills and knowledge to advise construction claimants appropriately 
	Strongly disagree

	2
	McAlpines
	We are totally disappointed that RMBC are proposing to reduce J21 by 50%. Since moving to Rochdale to construct your new MBC offices we have found J21 to be an invaluable source in assisting us with our recruitment needs for staff and their knowledge of local companies has been very useful. We know that if this proposal is implemented it will have a detrimental effect on our recruitment of local people. It would also have a kick on effect when we are trying to use local companies
	Strongly disagree

	3
	Heywood business
	J21 are invaluable to local business and to reduce their capacity would be to the detriment of these local businesses. Without J21 we wouldn’t have received news and subsequently been appointed to 2 Oldham Academy projects.
	Strongly disagree

	4
	Rochdale business
	We use J21 extensively to source employees and apprentices from the Rochdale area. This means that local unemployed people will lose the opportunity to be employed by our Company. J21 supported us through our efforts to become a Chartered building Company and we would consider the loss of their advisory services to be detrimental to our Company. J21 have funded training for new employees that we have taken from the Rochdale area.
Suggested change to the proposal: Why doesn’t the Council form a group chaired by the Council from businesses who use these services to look at alternatives
	Disagree

	5
	Oldham business
	J21 has helped us obtain work through the large contractors working in the area, give help, advise in respect to recruiting and selecting local labour. It has been the knowledge and experience of J21 that has helped us as a business and without them I feel that companies such as ourselves and others will suffer. We require help like this in these difficult economic times
	Strongly disagree

	6
	Ashton under Lyne company
	As a local sub-contractor having successfully forged links with J21 over the past two years, I find it unimaginable that all the hard work that both J21 and local sub contractors have put into this fantastic project is now in danger of being diluted. Both young apprentices and older unemployed people have benefited from the assistance given by J21. Surely looking at the most recent unemployment figures, emphasis should be given to increasing the budget not decreasing it. I ask you to reconsider the budget reduction proposal in relation to J21.
	Strongly disagree

	7
	Rochdale resident
	To reduce the capacity of the J21 Team will have a detrimental effect on construction operatives looking for work and those looking for training to be able to apply for construction jobs. Once Kingsway is underway and other projects around the borough, J21 will be an essential tool to ensure recruitment of local labour is paramount and is not sourced from elsewhere
	Strongly disagree

	8
	Rochdale Training Association
	RT has developed invaluable links with J21 and Employment Links over the last decade and can testify that this relationship has furthered the careers of many people, finding them employment they otherwise would not have found. We vehemently oppose any cuts to staff and budgets as this would clearly have a seriously detrimental effect on the prospects of local residents.
	Strongly disagree


7.3
Assessment of non staffing consultation:
From the online consultation responses received, there is mixed understanding of what changes are proposed. If approved, J21 will reduce in staffing size but will retain an employment and training advice service for any borough resident that is interested in the construction sector and a free recruitment service for any local construction company. Assistance will still be available to help local businesses bid for tenders and for potential subcontractors to be put in touch with successful main contractors via the Council Procurement Team or Economic Affairs Team. However, there will, with the proposed loss of the two contracted staff, be a significant loss of sector and local knowledge and contacts which are a crucial part of the way business is done in the construction sector.

8. Equality/Community Impact Assessments


There are no significant equality/community issues arising form this report.

9. Workforce Equality Impacts Assessment

There are no significant workforce equality issues arising form this report.

10. 
VOLUNTARY SECTOR IMPACTS

There are no significant equality/community issues arising form this report.

11.  Detail of amendments or changes made to the original proposals as a result of consultation

11.1. Amendments or changes made from staffing consultation

11.1.1. none
. 

11.2. Amendments or changes made from non-staffing consultation/EIA

11.2.1.  The business (consultee No. 4 above) has been visited by the Council’s Business Liaison Manager about the suggestion made and we are considering the suggestion and how it might work with an existing group – Rochdale and Oldham Construction Network, without duplicating the Network’s role yet ensuring that local businesses are made aware of opportunities to tender for construction work. Support for local construction companies to recruit local people will remain and training will be available subject to the availability of primarily non Council funding.
12. FINANCIAL IMPLICATIONS 
12.1. Theme: Building Success and Independence
12.2. Proposal Title: Reduction of Economic Support Commissioning Budget
12.3.  Breakdown of Savings from the Service

Service Name: Customers and Communities
Area of Service: Economic Affairs
Cost Centre affected: : c2313, c2970, c2973, c2310 
Is this a cost or additional saving: cost saving
	 
	Savings 2012/13 

£000
	Savings 2013/14 £000
	Savings 2014/15 £000

	
	Ongoing
	One Off
	Ongoing
	One Off
	Ongoing
	One Off

	Employees
	
	
	
	
	
	

	Other Costs
	£447.2*
	
	£447.2
	
	£447.2
	

	Income lost (Show as minus)
	
	
	
	
	
	

	Net Savings
	
	
	
	
	
	

	Additional Income Generated

(show as a positive figure)
	
	
	
	
	
	

	Total Savings
	£447.2*
	
	£447.2
	
	£447.2
	

	Implementation Costs
	
	
	
	
	
	

	Total Savings less Implementation Costs
	£447.2*
	
	£447.2
	
	£447.2
	


  [Note: the income is paid in arrears on performance. A prudent working assumption would be an annual income of £200k, which may go up or down depending a) on the number of referrals from Job Centre Plus; b) and the number of people staying in jobs for at least 6 months.]

The savings outlined in this proposal represent 27% of the net controllable base budget for Economic Development.
12.4. Financial Impact on another service? No
12.5. Details of the Financial Impact on another service
12.6. Voluntary Sector Financial Impact

There may be some impact on the voluntary and community sector arising from this proposal as currently 10% of the activity from the Skills funding part of the Economic Support Commissioning budget is from the voluntary and community sector.However, there could be a positive financial impact resulting from the new ESF Complex Families project which will absorb some of the currently commissioned activity with new opportunities for contracting with voluntary and community sector (VCS) organisations. The Economic Affairs Team are supporting the VCS with this.

13.  LEGAL IMPLICATIONS
13.1. There are no specific legal implications arising from this proposal


14.  PERSONNEL IMPLICATIONS
14.1. There are no specific personnel implications arising from this proposal other than those which are funded by this proposal but included in the detail of PS19 as the employees and contracted staff are part of the Economic Affairs Team.

15. RISK ASSESSMENT IMPLICATIONS 
15.1 There are risks that the Council’s ability to support residents and businesses during difficult economic times, and during the major regeneration of Rochdale town centre will be reduced.  The team will seek to minimise this impact by continuing to work closely with AGMA; Oldham and skills/employment/business support providers.
16.  ASSET IMPLICATIONS
In this context assets are buildings


There are no specific risk issues for members to consider arising from this report.

17. JOINT WORKING
Employment, skills and business support continue to be areas of economic development work being discussed at a GM level in terms of future collaboration. Nothing in this proposal rules out any possible future joint working arrangements.
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