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1. Introduction

Salford @dvance Ltd is the name we have chosen for a new and innovative Joint Venture PLC, whose roots are to be found in previous close working between Salford City Council, Salford University and Manchester Business School.

It is a natural next step in the development of this successful and long- standing relationship, aimed at strengthening Salford’s position in addressing the many challenges arising from the e-Government agenda, internally and exploiting fast growing skills and products for commercial application externally.

This document sets out way forward for the formation of the business venture, aimed at providing e-Government centred services and products primarily to the Local Government family and related sectors

2. Background and Rationale

National and Local E-government Programmes refer to the use of Information and Communication Technologies (ICT) to improve public services, and to enhance democratic processes and policy-making. Over a number of years of fruitful collaboration with local academic institutions, the City of Salford has gained a national reputation for its e-government work in the local authority field. This culminated in its nomination as one of only 25 Pathfinder authorities appointed by Central Government earlier this year. 

The City’s methodology for carrying out Business Process Re-engineering (BPR) work for the radical transformation of public services (SPRINT) which underpin the e-Government Programme was central to its Pathfinder nomination. 

The primary rationale of the Company is to act as a vehicle for the commercial exploitation of the considerable e-government expertise that exists in the City and in local university partners, namely the Information Systems Institute (ISI) at Salford University and Manchester Business School. The Company will purvey consultancy, research services, and training relating to the use of SPRINT as well as other relevant areas of expertise, such as e-government strategy development, management of change and project management using PRINCE 2 standards and supporting ICT training based on the ECDL programme.

In other words, a coherent set of service offerings will be developed ranging from the initial planning of e-Government strategies through to BPR and change management methods and tools and then on to Project Management and Training and Mentoring Services.

Additionally, e-Government centred products, developed, as part of Salford’s programmes will be added to the portfolio as they are produced, including such products as CRM and e-Forms. A more detailed review of the planned offerings is provided in Appendix 1

3. Mission and Aims

Given the above drivers, the mission and aims for the new venture are set out below:

(3.1) Mission

To secure national status and recognition as a Centre of Excellence for e-Government centred solutions and, in so doing, create the foundation for successful commercial and research offerings

(3.2) Aims

· Salford’s e-Government Strategy

To facilitate the successful achievement of Salford’s e-Government Strategy by providing dedicated specialist Planning, Management, Development and Support Services to the Council

· Commercial Offerings

To be a successful and highly recognised Public Sector Service Provider by delivering viable and high value commercial services and products to the local government family and related sectors and to take a lead in the exploitation of Council ICT assets and infrastructure for the benefit of the local economy and community and in facilitating greater joined –up working with other Service Providers

· Research Capacity

To be a leading National Research Centre on e-Government centred subjects and thereby attract research commissions and associated grant funding

4. The Management Team

Key individuals who will be involved in managing the business include:

· M Willetts (Head of Salford Advance, Salford City Council)

· D Wastell (Professor, Information Systems Institute)

· P Kawalek (Manchester Business School)

M Willetts will be Chief Executive and will devote 2 days per week to this role on secondment from the City. M Willetts is currently head of Salford Advance, a newly created e-government focussed Service within the City Council; this is distinct from the Company, though the two will work in close tandem. (See Business Model at Appendix 2) 

Professor Wastell will be permanently seconded 2 days per week to work in the Company. His work will be evenly balanced between support for e-government projects within the City and external research, dissemination and consultancy.  Dr. Kawalek will operate in a similar way but MBS will be reimbursed for his services and he will continue to receive his current consultancy payment (via the Company). 

5. The Market 

Electronic government is a burgeoning area in the UK and across the world. In 1999, the Government challenged all public sector organisations to harness ICT to achieve “citizen-centred services”, by integrating policies and programmes and “joining-up” delivery. Ambitious targets have been set, e.g. that all transactions with local government should be capable of electronic delivery by 2005. There is, however, ample evidence that many LA’s will require considerable assistance to achieve these targets. 

This is the business context for the proposed venture. The primary customers will be local authorities requiring assistance in delivering their e-government programmes. There are nearly 400 such authorities in England, with gross expenditure amounting to around 25% of GDP. E-government is so far reaching that it is relevant to all aspects of local government functioning. We believe that, given our position in the e-government vanguard, the overwhelming majority of LA’s are potential customers. Detailed quantification is unnecessary to demonstrate that the market for the services of Salford Advance Ltd. is vast.

Another major customer is the Department of Transport, Local Government and the Regions (DTLR) who have indicated in informal discussions their need for consultancy services to support research on e-government policy development and implementation.

6. Competitors 

Principal competitors in this market place are the private sector consultancies. In addition to the special features of SPRINT, the proposed joint venture will derive competitive advantage from:

· The fact that all partners have a nationally recognised reputation for excellence in their respective sectors. Salford City is a Pathfinder authority for e-government. ISI gained a top 5* grade for its research work in the recent RAE. MBS has an international reputation as a leading Business School and also scored highly in the RAE with a rating of 5. 

· The motivation to help customers to develop their own capacity (rather than becoming dependent on outside experts)

· Access to academic expertise at the leading edge of research on e-government

· Services provided by mixed teams made up of academic and practitioners

· Experience of research methods not to be found anywhere in the private sector

· A general orientation to develop knowledge for the benefit of all

7. Service Delivery

Services will be delivered by teams, which are flexibly constructed from the following resources:

· A core staff of research assistants operating as consultants and trainers (one such researcher is currently being recruited)

· Staff on temporary secondment from the City to work on specific commissions 

(including training). A daily rate of £350 is proposed as the basis for reimbursing SCC for the use of these staff

· Academic staff from the Information Systems Institute, working as paid consultants (£500 per day as the normal rate)

· Other freelance consultants on an approved list as needs arise.

8. Premises and Other Assets

400 square feet of office space has been identified in Technology House, University of Salford. The rental value of this space is £10k, but will be made available rent-free for the first year of operation. Office furniture is included in this. The use of Council ICT equipment would be free of charge in year 1 and reviewed thereafter

9. Intellectual Property (IP)

There are a number of individuals and organisations who have some claim on the Intellectual Property inherent in SPRINT: D.Wastell and P. Kawalek (its primary authors), M. Willetts (who contributed key elements as well as playing an important role in SPRINT’s general development), the City of Salford (who commissioned the original development of SPRINT), the University of Salford and Manchester Business School. The exact proportion owned by each partner is not presently defined but it has been agreed by all to assign full ownership of all extant intellectual property to the joint venture. Salford Advance Ltd. will thus own all the IP inherent in SPRINT at the time the Company comes into existence, and which accrues thereafter.

The Methodology has been published, under copyright, in the public domain and users will be able to copy the documentation residing in the web site. Users will be expected to acknowledge any use they make of the methodology. There will be no charge for this for public sector organisations wishing to use SPRINT for their internal purposes. However, any organisation (public or private) wishing to use the methodology for commercial gain in whatever way will be required to seek approval first with Salford Advance and negotiate suitable licensing terms (a flat fee or some other charge to be agreed at the time).

10. Risk Management 

It is proposed to set up the business in a minimal way with guaranteed funding covering all initial costs of the first year of operation.  The Company will be expanded only as work comes in and money accumulates in the reserves enabling new appointments to be made. The use of a core team supplemented by secondments from the City and the ad hoc use of academic consultants provides a flexible and highly effective way of responding to fluctuations in demand with minimal financial exposure. 

To further minimise risk, it is envisaged that these will take the form of fixed term contracts. 

11. Finance 

Funding of £85k will be provided by the City of Salford to support the first year of operation. This will come from Pathfinder sources already catered for and from the funding already approved by the City to support the Chair in Information Society. It is expected that core funding will continue at this level for the subsequent two years.  £42.5k of this funding is ear-marked to reimburse MBS for the services of Dr. P. Kawalek who will work 2 days per week for the Company, of which a minimum of 50 days will be dedicated to supporting internal e-government activity in SCC.

The remaining £42.5k will be used primarily to pay the salary of a full-time research assistant mentioned previously at a gross cost of £30k including an overhead payment covering consumable costs (telephone, stationary, computing costs). Provision is also made for the purchase of computer equipment (£2k) and for auditing the company’s accounts (£3k). No marketing costs are foreseen in year 1 as the Company will market itself, automatically, through its Pathfinder activities (including the Centre of Excellence recently set up within SCC, supported by Pathfinder funding) and other public sector networks.

It is expected that, during the first year of operation, income will be earned from two sources: 

· Consultancy/Research Projects 

For planning purposes it is envisaged that a mixture of large (up to 40 days) and small projects (circa 10 days) will be carried out, amounting to a total 120 days work. At £500 per day, this yields a gross income of £60k. Much of this work will be performed by the core team, and will therefore incur no costs. Some additional expertise may need to be brought in, from academic consultants (estimated at 10 days, i.e. £5k.) and from staff seconded from SCC (a further 20 days- £7k). Surplus on consultancy activity is therefore forecast as £50k for the first year of operation. This money will be used to fund 2 further appointments for year 2. A rough tripling of external activity is forecast for year 2.

· Training. 

Regarding SPRINT training courses, 5 one day events will be held in year 1. These will be charged at £150 per delegate and will be limited to 8 attendees per event.  Some intensive, bespoke training will also be offered, at a higher charge of up to £500 per day. Together with other training offerings (e.g. PRINCE), total net income from training is estimated at £10k for the first year. This is forecast to double in year 2.

Other training offerings relating to ECDL would occur in year 2 although a modest level of external work may be possible towards the end of year 1

 Rough 2-year cash flow projections are as follows:

Year
Staff
Total staff costs

 (£k)
Infra-structure and other costs (£k)
Total costs

(£k)
Finance from SCC

(£k)
External Income

(£k)
Surplus

(£k)

1
Core staff: 

· 1 Research Asst.

· P. Kawalek (MBS)

· SCC secondments: 20 days

· Consultants: 10 days
30

42.5

7

5
5
89.5
85
Cons:  60

Train: 10
65.5

2
Core staff: 

· 3 Research Assts

· P. Kawalek (MBS)

· SCC secondments: 60 days

· Consultants: 30 days
90

42.5

21

15
15
183.5
85
Cons: 180

Train: 20
101.5

Projected surpluses will be distributed on a basis reflecting the agreed equity split described in the next section

12. Equity Share-holding, Management and Decision-Making

The financial support to be provided by the City of Salford and the University of Salford to launch the business is roughly equal:

· £42.5k from SCC (i.e. £85k less £42.5k directly reimbursing MBS for P Kawalek’s 

services, which therefore cannot be considered as an investment in the business. 

· £40k from Salford University (the financial worth of the free office space plus 2 days per week of DWastell’s services)

Although not providing any initial finance, MBS will also be an equity-holding partner in the Company in the longer term once detailed arrangements have been finalised.

It is therefore proposed that the equity of the business is divided between the partners as follows:

· 50% - City of Salford

· 40% - University of Salford

· 10% - Manchester Business School

A Board of Directors is proposed composed as follows:

· Councillor Antrobus (SCC) Chairman

· Mr. M. Willetts (SCC)

· Mr. A. Westwood (SCC)

· Prof. D.G. Wastell (Information Systems Institute (University of Salford)

· A.N. Other (Academic Enterprise, University of Salford)

· Dr. Peter Kawalek

In the event of a tied vote, the Chairman shall have the casting vote.

The day-to-day operations of the company will be overseen by a small management team comprising M.Willetts (CEO), D. Wastell and P. Kawalek

13. Implementation

Initial actions will be progressed in the following way:

Item
Milestone
Timescale

1

2

3

4

5
Business Plan

· Approval by SCC

· Approval by Salford University

· Approval by MBS

Legal

· Create legal entity / constitution etc

Financial

· Devise accounting framework

Offerings

· Devise detailed offerings and pricing

· Devise marketing plan

Launch
Jan 02

Feb 02

Feb 02

Feb 02

Mar 02



Appendix 1

Services and Products

· BPR Consultancy:

SPRINT (Salford Process Re-engineering Involving New Technology) is a methodology for business process re-engineering (BPR) specially attuned to the culture and function of local government. The SPRINT package comprises three main elements: a detailed description of the overall framework, documentation for each of the component tools, and a set of case studies illustrating its use. SPRINT’s novelty resides mainly in its bespoke design for local government; it is the first and only BPR methodology specifically developed for this market to our knowledge. and its solid empirical foundations. A full description of SPRINT may be found at: http://www.salford.gov.uk/sprint
 Services would primarily focus on the use of SPRINT, ranging from small- scale feasibility studies, mentoring and facilitation regarding its use (i.e. helping clients develop their own re-engineering capacity), through to full- scale applications of the methodology. Consultancy assignments relevant to other areas of e-government expertise would also be undertaken (e.g. assistance in development of e-government strategies, evaluation studies)

· Research Services: 

Research projects relevant to any aspect of e-government would be undertaken. As an example of the sort of assignment that could be taken on, members of the team have been recently asked to carry out an evaluation of e-government strategy statements. Specifically, work might entail surveys and evaluations, experiments, development of standards and methods and development of best practice

· Training: 

A short portfolio of courses revolving around SPRINT will be provided, ranging from a one-day introductory course (already developed) to longer, in-depth courses (to be developed). Other supporting training offerings will include project management using PRINCE and ECDL modules.

· Programme and Project Management

Assistance in establishing effective planning, management, control and reporting standards and methods to develop and implement e-Government strategies and plans

· Technical Solutions

Consultancy advice on E-Government centred Interoperability Solutions, proof of concept, custom built Solutions and architecture design

· Shareware Services

The venture will develop the Shareware strategy, host the repository and undertake associated administration. 

· Research Grants

Investigation of sources of funding to support the development of Salford’s e-government programme as well as the wider role of the business. 

· Student Projects

The academic partners can provide student resources at postgraduate level. The partners will identify areas of work where individual and team projects can make a positive contribution to the overall goals of the e-government agenda in Salford. Key resources include MBA students studying IT and Organisational Change, PhD students researching internet and e-government related topics, MSc students with computing or management experience. 

Appendix 2

Outline Business Model
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Salford’s e-Government Agenda:





BPR


E-Govt Products (CRM, Portal/Web, OA etc)                


Project Management Services


ICT Training and Support


Management of Pathfinder including external Mentoring and Dissemination
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Commercial Service and Product Offerings:





Consultancy Services


Research Services


Training Services


Project Management Services


E-Government Technical Products


Shareware Services


Grants Investigations


Student Projects





Secondments from City Council and Academic Partners as Business is Secured
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