PART 1

(OPEN TO THE PUBLIC)
ITEM NO.



REPORT OF THE LEAD MEMBER OF DEVELOPMENT SERVICES



To the Cabinet Meeting 2nd April, 2003


TITLE :  THE ESTABLISHMENT OF A BUSINESS PARTNERSHIP BETWEEN THE CITY

                OF SALFORD’S DEVELOPMENT SERVICES DIRECTORATE AND A PRIVATE 

                   SECTOR COMPANY


RECOMMENDATIONS :

1. That the Cabinet approve the principle of the seeking of a development services 

directorate wide business partnership in the form of Joint Venture Company ( retained staff model) through a competitive tender process for a period of 10 to 15 years.

2. That the Cabinet approve the seeking of competitive tenders to secure an external partner for the Joint Venture Company in accordance with EU procurement procedures. The OJEC procurement  procedure to commence in May 2003.

3. That the Cabinet approve that the proposed Joint Venture company manage the revenue budget currently allocated to the Development Services Directorate, with a commitment that any reductions in each annual allocation will not exceed specified limits for the life of the partnership.
4. That the Cabinet approve the principle that the City Council will use the Joint Venture Company as the sole service provider for the full range of planning, design, management and maintenance services (including capital construction projects) for a period of 10 to 15 years providing:

· the JV Co delivers services to quality and performance standards which meet the needs of users of the service

· services are provided by the JV  Co. at competitive costs which represent value for money

· the  JV Co  achieves a standard of best value reviews which are acceptable to the City Council 


EXECUTIVE SUMMARY :

This report provides the Cabinet with details of the proposals for the principle of the seeking of a directorate wide business partnership in the form of Joint Venture Company (retained staff model) through a competitive tender process. 

The Purpose of this report is to:

a) Provide a summary of the progress made to date on the Strategic Partnership Project since the working group commenced in September 2002

b)
Seek Cabinet’s approval to progress to the next stages in the process.


BACKGROUND DOCUMENTS :

(Available for public inspection)

Development Services Lead Member – 24th February 2003

Cabinet Briefing 5th March 2003


ASSESSMENT OF RISK

High – Risk assessment  undertaken and being regularly reviewed



THE SOURCE OF FUNDING IS

Not applicable at this stage



LEGAL ADVICE OBTAINED 

Yes – Mrs P Lewis, Principal Legal Officer



FINANCIAL ADVICE OBTAINED

Not applicable at this stage



CONTACT OFFICER :  Malcolm Sykes                                 Tel: 0161 793 3600

                                       Bill Taylor                                         Tel: 0161 793 3603


WARD(S) TO WHICH REPORT RELATE(S) All Wards


KEY COUNCIL POLICIES 

Best Value

Modernising Local Government




Performance Management   


Securing of employment   A Safer Salford

Improved quality if life for the community


DETAILS (Continued Overleaf)

REPORT OF THE LEAD MEMBER OF DEVELOPMENT SERVICES

TO CABINET BRIEFING ON 25TH MARCH 2003

THE ESTABLISHMENT OF A BUSINESS PARTNERSHIP BETWEEN THE CITY

OF SALFORD’S DEVELOPMENT SERVICES DIRECTORATE AND A PRIVATE 

SECTOR COMPANY
1.0       THE PROJECT DRIVERS
1.1
The Development Services Directorate has successfully planned and developed Salford’s built environment for many years. This achievement was recognised by the Peer Review and CPA Review.

1.2
The evidence gathered for Best Value Reviews and CPA shows that the Development Services Directorate has many strengths, for example:

· good/strong staff commitment

· generally high user satisfaction

· generally good performance with many services in the top quartiles of national  and local performance indicators

· clear strategic direction

· moderate costs

· an integrated multi disciplinary service has enabled real change to be made to Salford’s built environment  harnessing the wide range of professional skills brought together under  a single management structure.

1.3
However, there are a number of difficulties faced by the City Council and the Development Services Directorate for which a strategic solution must be sought if  services to Salford’s community are to improve further and if the future employment prospects of staff are to be secured.

1.4
Whilst having an excellent principal road network the City Council ‘s side road and pavement network requires significant upgrading.  This is currently causing high levels of community dissatisfaction , accidents and accident claims and is showing poor performance on national condition indicators which influence both the CPA and Best Value assessment  rating. If Salford is to improve these high public impact issues a significant level of investment is required  with the most probable  source  being the private sector.

1.5
A similar situation exists  with regard to the condition of many of Salford’s  public buildings where the need for maintenance and improvement is significant .

1.6
From an operational viewpoint many of Development Services functions are experiencing increasingly volatile workloads and budgets as a result of such developments as the changed procurement planned by New Prospect Housing Ltd., PFI, disposal of managed buildings and the uncertainty of budgets.  Such a situation places an increasing threat to the employment prospects of many committed, experienced and skilled staff with a great deal of local knowledge. It is clear that Salford will struggle to maintain these staffing levels and retain good staff whilst Salford remains their sole provider of work. Access to new markets to achieve growth are therefore sought.

1.7
The capacity of services is also creating difficulties in achieving  consistent levels of responsiveness and performance , particularly for high demand services or when there are staff vacancies or staff absences. 

1.8
There is some room for improvement through the streamlining of some processes to generate savings for the City Council.

2.0    THE VISION FOR THE SERVICE.

2.1    
Service Delivery 

1. Retention of policy and regulatory control by the City Council 

2. Better side roads and pavements resulting in improved safety, community satisfaction, lower accident claims and improved BVPI’s relating to highway condition.(This indicator  influences the CPA score)

3. Improved public building condition and maintenance resulting in more attractive buildings and better facilities for all users including disabled people.

4. Improved service capacity to improve the performance and responsiveness of the services during work peaks or when staff are absent.

5. Achieve and maintain top quartile or near top quartile performance in all our BVPI’s

6. Retention of integrated multi disciplinary working for development which has been successful in the City over many years

7. Customers of all services to receive quality services which represent value for money

8. To preserve the public sector ethos but allied to a commercial and customer focussed approach to service delivery.

2.2 
Resources/Staffing 

9. Ability to trade externally with a larger client base to protect employment and spread overheads to reduce costs to Salford.

10. Ability to keep staff at optimum productivity through working on non Salford projects during times when Salford’s workload becomes volatile .

11. To ensure services become streamlined through changes to working practices which will reduce costs borne by Salford, with the freed up staff being utilised on other projects .

12. To introduce incentives to the service provider to achieve performance improvement.

13. To maintain Salford’s pay and conditions and its “good employer” status.

3.0 
PROGRESS ACHIEVED TO DATE.

3.1 
The Directorate has obtained the commitment and support of staff and Unison to the objectives and methodology for attainment.

3.2
On 31st October 2002 a consultation advert placed by Salford in the Municipal Journal sought suggestions on partnering models, which would achieve the objectives below:

· bringing growth and new markets to our construction design and property management  services

· bringing investment  to improve City Council assets such as roads, pavements and buildings

· improving capacity and performance across the range of services provided by the Directorate

The wording in the advert stated that:

“ideally, we are seeking an integrated model to include all service areas and we prefer a genuine partnering approach rather than externalisation or staff transfer”.
3.3
In terms of the level of interest, twelve companies requested questionnaires, nine companies visited the Civic Centre and three toured the Directorate’s offices. Most companies visited the Directorates partnering web site www.salford.gov.uk/development/partnering.

3.4
Submissions from nine companies were received .They came up with several models (or variations of the same model) they believed would best achieve our objectives. Each of the companies specialises in the range of service provided by the Development Services Directorate.

The suggestions mainly fall into the categories below:

· The formation of a Joint Venture Company with staff being seconded from the Council to the JVC .

· The formation of a Joint Venture Company with staff being transferred to the JVC under TUPE. 

· The creation of an Alliance agreement/contract between the Council and the Company

3.5
A working group thoroughly evaluated the above models and also undertook an appraisal of all options available which are summarised as follows.
Option 1 . Improve the  in house service. 

This was rejected as it would not produce investment or produce step improvement in services,  furthermore this model would fail to secure the employment of staff given the increasingly volatile budgets and workloads being experienced .

Option 2. Enter into Alliance agreement/contract between the Council and the Company

This model was rejected as it would be unlikely to result in investment in the highway network and Council buildings , it may also restrict the ability to work for external clients and would also be unlikely to modernise the service to the level required.

Option 3. Enter into a public/public partnership with another local authority 

This model was rejected  as investment would be unlikely, such arrangements have attracted limited interest, have tended to be slow to progress, future work  may not materialise  and  the arrangement  would be unlikely to modernise the service to the level required.

Option 4. Enter into a Joint Venture Company (JV Co) with staff being seconded ( not TUPE’d) to the JV Co. 

This JVC “retained employment “ model was suggested by two of the companies and is the evaluation team’s most favoured model  as it has the potential to retain control of policy and regulatory functions by the City Council , would permit growth  to secure employment through access to a wider client base, would provide a vehicle for investment and would facilitate modernisation  and improved performance through changes to working practices combined with the use of incentives. Importantly, this model is deliverable as it has staff and Unison  backing.

Option  5. Enter into a Joint Venture Company (JV Co) with staff being transferred to the  JV Co. under TUPE. 

This was reasonably well regarded as it would achieve most of the above, however the low level of local authority share ownership currently permitted under English law ( a maximum of 20%) was felt to be a major disadvantage as it would potentially restrict the Councils ability to retain control of  regulatory and policy functions as well as staff term and conditions.

Option 6. Externalisation. 

This was felt to be an option but such a model is increasingly being replaced in the public sector with more collaborative models such as joint ventures and it was felt an innovative alternative would both achieve the objectives set and continue to harness the high level of support and commitment from service managers, staff and Unison.

4.0 
WORKING GROUP PROPOSAL
4.1    
The working group proposes that Option 4, to enter into a Joint Venture Company (JV Co) with staff being seconded ( ie. not TUPE’d ) to the JV Co. be explored further for its market interest, legal, financial  and technical  deliverability with a view to recommending approval to progress further.

5.0. 
SOME PRELIMINARY NOTES OF THE KEY PRINCIPLES OF OPERATION OF THE JVC

5.1
The JVC “retained employment “ model was suggested  by two of the companies .Informal discussions with other respondent companies indicates that at least six companies would be very interested in bidding  for a  future partnership  of this nature.

5.2
The model will consist of a newly created Joint Venture Company ( JV Co) between the City of Salford and a large multi disciplinary private sector company which will have planning, design and asset management and maintenance in the public sector as its core services. The venture will be with a successful major company which has a national public and private client base and who is able to bring new work to Salford’s staff and secure their employment.

5.3
Salford City Council will enter into a Service Contract for a 10 – 15 year period with the  new JV Co, offering  sufficient scope in which to develop and build a long term relationship and create an environment for investment and long term payback.

5.4
A pioneering feature of the new model is that it is envisaged that all the Development Services Directorate staff will continue to be retained by the City Council but will be seconded  to the JVC and placed under the JV C’s management. This will permit the retention of a highly skilled, well trained and motivated workforce with good local knowledge.

5.5
The new arrangement will retain the integrated service approach which has successfully delivered built environment development for the City. It is also not too big and not too small.

5.6 The model envisages the retention of control of policy and regulatory functions by the Council . Although the City Council is charged or empowered to perform these tasks it is able to make use of the JV Co to carry out the tasks. Control will be achieved as a result of  the following features being in place:

-     A small client unit will be established 

-
Staff secondment will ensure some flexibility of service provider ( JV Co or Council).

- 
Regulatory staff will continue to operate in accordance with national and Council policies and standards.

-
The services currently provided by the development service directorate will continue to be provided by the same staff. 

-
Recommendations will continue to be made by staff to Councillors through the Lead Member and Cabinet process who will take key decisions. 

5.7
It will be a contractual requirement that the services provided to Salford City Council are undertaken from within the City. 

5.8
As happens at the moment the JVC staff will apply Council policy in the drafting of documents which have strategic value (such as the Local Transport Plan) These documents will be constantly referred to and subsequently approved by the Council to ensure control is retained.

5.9
Any conflicts of interest or potential conflicts will be addressed in the conditions of contract.

5.10
The revenue budget currently allocated to Development Services will be managed by the  JV Co to enable services to be delivered within that budget. Parent body guarantees will be needed  to maintain budget levels.

5.11
The value of the Capital budget is less certain and therefore the Council will only be committed to guaranteeing the JV Co has first refusal on capital works.  

5.12
The staff seconded to the JV Co will continue to provide high quality services to the City of Salford but will also be able to work on other public and private projects outside Salford to ensure efficient working  and optimum capacity.

5.13
The new venture will build in incentives for the JVC to perform well.  Profits achieved by the JVC may be shared on an agreed basis with the Council . 

5.14
A Committed private sector Partner will assist with the introduction of new ideas and processes and share the benefit with the City Council. .

5.15 
The greater range of work available to the services through access to new markets  will allow overheads to be  spread over a larger client base. This will make services more cost effective.

5.16
Investment  will be sought to improve the Councils side roads and pavements( The source of many complaints, high accident claims, 4th quartile position.).

The level of investment received will be dependent on the payback arrangements , for example it could come from a long term investment/payback arrangement, sale and leaseback of Council property, disposal of land in return for an injection of money, or the provision of services to the main company in return  for investment. The tender documents will seek the tenderers to provide firm proposals based on  some alternative values of investment and payback arrangements.

5.17
The arrangement has the potential to produce investment in the Councils buildings to improve their appearance, the standard of maintenance, facilities and access for disabled people

5.18
It is intended to continue Salford’s proud achievement of being a good employer with low staff turnover levels and high levels of commitment.  However staff will be under the management of  the JVC and must feel part of and committed to the new organisation. It is hoped to do this via use of a new Salford/JVC branding name, and a greater certainty of workload . It is hoped to combine the public service ethos which currently exists allied to a customer focussed yet streamlined commercial operation.

5.19
It is a fact that things can go wrong and we must be aware of the potential areas of risk in order to formulate solutions to possible problems which will be reflected in the legal documentation . To flag up such issues and come up with measures to minimise the impact of things which go wrong a major risk management exercise is currently being undertaken. We have established a network of financial, legal, technical and operational contacts to build in solutions to issues which have the potential to arise. 

5.20
The Council will also have a formal contract with the JVC, probably the well established and therefore tried and tested New Engineering Professional Services Contract with added partnering clauses.

5.21
To protect the interests of the Council a clear and simple exit strategy will be required.

5.22
As the staff will be seconded to the JVC the staff would  return to the management of the Council at contract end which will minimise the impact of any major service difficulties.  Market research shows that the private sector partner will also want to have the comfort of such an exit strategy.

5.23
To further protect the Council it  will also be ensured that  the partner company has a Parent Company Guarantee.

6.0 
NEXT STEPS
6.1
The  City Council s Strategic Partnership Project Board  (13th February 2003 )considered a report setting out  the progress of both Development Services and Corporate Services partnering projects. The Board agreed that each project should continue to be progressed independently with the Project Board continuing to provide overall coordination and progress review. This recommendation was subsequently made to the Cabinet on 5th March 2003.

6.2 The Project Partnering Board approved the referral to the Cabinet of the recommendations 1 to 4 inclusive at its meeting on  5th March 2003.

6.3
The deliverability of the JV Co (retained employment) model is currently being thoroughly researched and tested 

6.4
Meetings are being held with the nine responding companies to identify whether they are prepared to use the model and to discuss any legal, financial , operational, risk or control issues . So far 6 companies have indicated their keenness in working with the model. Further meetings with the remaining 3 companies are programmed for later this month.

6.5
A meeting has been held with legal specialists Cobbett’s to resolve several key legal issues 

6.6
The ODPM have been contacted  to assist officers with additional research  and have shown some interest in this model which they consider to possess a number of pioneering features.

6.7 A risk management exercise on the practical use of the model is being conducted. 

6.8 Further briefing sessions are to be held with all  staff  to ensure that they are fully aware of current developments, and that the existing good relationships and co-operation is maintained with staff and Unison at Directorate and branch level.

6.9 If approval to progress is granted it is anticipated that Development Services will proceed with the OJEC procurement process in May 2003 with a view to securing a  JVC partner by May 2004.

Councillor B Warner

Lead Member for Development Services
