REPORT OF THE DIRECTOR OF DEVELOPMENT SERVICES

To the Environmental Scrutiny Committee 15th September 2003

Commentary on  Development Services Strategic Partnering.

1.0 The Case for Strategic Partnering.

1.1
The  Development Services Directorate’s management team had been exploring partnership options for several years and several working groups had been set up to research  the various options available.

This work formed useful background research, but did not progress to formal strategic partnering procurement preparations, however it did result in the creation of a several partnerships with consultancies to assist with capacity management. Partnerships with other local authorities for specific services were explored and tentatively suggested but proved difficult to progress further.

1.2
Matters started coming to a head around Winter 2001 – Spring 2002 when several events affecting most areas of the Directorate developed more or less simultaneously:

· Salford’s highway s best value review concluded that the condition of the City’s footpaths and side roads was manifesting itself in the form of a large number of complaints, poor public perception and a high level of third party claims. 

· A report to Cabinet in December 2001 sought additional funding but, whilst the report was noted, the Cabinet was unable to commit additional funding to the highway. The poor condition of footpaths and side roads had significant adverse implications for the City Council in terms of community perception, dangers of accidents, aesthetic issues, budget  (claims), CPA rating ( score of 2 out of 4) and best value review rating (one star “ fair”) . Without investment in the roads and pavements the City Council would find it difficult to improve on these issues.

· the architectural services professions workload was becoming increasingly  volatile  due to a combination of budget uncertainty,  the Housing Directorate exploration of an Arms Length Management Organisation, Education Directorate budget volatility and  the exploration of PFI’s. These factors  would potentially create medium term workload difficulties. The service was successfully bidding for work elsewhere but the high costs and resource implications of bidding was creating operational difficulties. The service was also in need of modernisation.

· the engineering LTP highways capital budget was deferred , potentially affecting the workload of design engineers

· the City Councils policy of disposing of more building assets would potentially create  spare capacity for the service in the medium term. 

· the City Councils public buildings were becoming in need of a major upgrading, particularly to respond to the risks posed by the Disability Discrimination Act.

· the development control service was having difficulty achieving consistently high response targets due to a lack of capacity during holiday periods or times of  staff sickness.

· the development planning service was finding demands on the service, far  exceeding its ability to deliver projects to the required timescales, a point confirmed by the best value inspection in June 2003.

· The building control service was operating competitively within its own limited market, yet there was potential for the City Council to benefit from reduced costs ( through the spreading of overheads) if the service was to grow and expand into new areas.

· The IT service was having difficulty meeting the demands of users as well as maintaining existing systems. Investment and innovation was required.

 1.3
This led to a more serious consideration of partnering and as a result the following strategic objectives being identified:

Generally

· Create opportunities for future business growth for the partners
· Provide innovative working arrangements between the partners
· Improve performance against key national and local indicators
Engineering and Highways

· Create opportunity for investment in the City Council’s highway assets
· Reduce the level and value of third party claims against the City Council as a Highway Authority
· Improve responsiveness of the Maintenance service
· Generate new market opportunities for Engineering Design and the Highway Contracting organisation
Property & Development

· Create opportunities for investment in land and property assets
· Generate new market opportunities for Architectural Design, Quantity Surveying, Building Services Engineering, Landscape Design, Planning Supervisor services, Site Inspection and Property Management
Planning and Building Control

· Introduce additional capacity to Development Control and Planning
· Generate new market opportunities for Building Control
Business Development & Support Services

· Introduce additional capacity to support functions, particularly in IT
· Stimulate and develop innovation to drive quality initiatives and improve performance management
· Generate new market opportunities for Graphic Design
1.4
It was clear that  the involvement of a multi disciplinary private sector company (ies)  which had access to investment  monies as well as access to expert staff and external markets was possibly the only real viable option for achieving the strategic objectives.  

In June 2002 the Directorates Management Group (DMG) took the decision to undertake a serious exploration of  the benefits of strategic partnering and the type of partnership which would  achieve the desired  objectives.

2.0 The Strategic Partnering Working Group

2.1
A Development Services Partnering Working Group was set up under the leadership of Bill Taylor (Deputy Director). The work would be project managed by Paul Mallinder (Business Strategy and Development Manager) .

2.2
A decision made was that The Development Services Partnering Working Group was to comprise group leaders and principal officers from each of the three technical divisions as well as representatives from Unison. The aim was to ensure good communication with operational staff to build up ownership of the eventual solution rather than it be perceived as “ imposed by management”.

2.3  
The  Working Group would report  to the appropriate management groups. 

2.4
Progress would also be reported to the City Councils  Project Partnering Board , comprising elected members and senior officers  to coordinate partnering procurement activity across the City Council and ensure good cross Directorate working and communication.

2.5
The Development Services Directorate Management Group (DMG) also held briefing meetings involving all staff. led by Malcolm Sykes – Director of Development Services.

2.6
References to the partnering work would be made in the City Councils Best Value Performance Plan, Annual Service Plan and Best Value Improvement Plans for Property Asset Management, Highways/ Street-care, Development Control, Development Planning and Building Control.

3.0
Market Research

3.1
The first consideration was packaging, the size and scope of the services included in a venture. Options for packaging were considered (by the Working Group and Management Team) taking all issues into account. The groups all concurred that the best opportunity of attracting companies able to invest and able to grow and develop services was a large multi disciplinary arrangement which incorporated all service areas. CCT experience had also informed management of the potential problems (with staff) caused by dividing services between those subject to a new service arrangement and those excluded from it.  

3.2
In Development Services case the large multi disciplinary package was preferred to attract the type of companies who would not be interested in smaller, discrete service packages, a situation which, as explained above, would reduce the City Councils ability to deliver the set objectives and vision. 

3.3 
The selected package was also established to achieve the objectives of the proposed partnership arrangement. Quite simply the smaller the package the less potential there would be to achieve investment in highways and buildings to benefit citizens. It would also restrict access to new markets.

3.4 
Attracting those larger investor companies at or near the top of the " food chain" who are able to provide significant levels of investment and markets for Salford’s  staff  was considered  critical. Experience and learning from other local authorities had shown that the smaller companies seemed to be more interested in seeking work for themselves rather than a true partnership where both parties bring work into the new company.

3.5
After a number of brainstorming meetings the Working Group came to the conclusion that, having determined the preferred packaging, an exercise was necessary to consult  with the market on the level of interest in a multi disciplinary package and seek  views on the most appropriate model which would deliver the set objectives. A Lead Member decision to place a soft market testing consultation advertisement in Municipal Journal (MJ) was taken in September 2002.

3.6
The draft advertisement was drafted and agreed by the Unison member of the working group and Branch Secretary. 

3.7
A Project Plan, Flow Chart and Resource Schedule was developed and an advert was placed in MJ on 31st October 2002 , together with a questionnaire. 12 companies expressed an interest in making suggestions, most wished to discuss the strategic issues in further detail and informal meetings were held. The working group also visited a number of operations around the UK, for example North Lanarkshire Council (Joint Venture), Birmingham City Council (Externalisation) 

3.8
On the closing date for submission of suggestions, 9 responses were received.

3.9
The Working Group assessed the various models suggested  as well as the considering other options available to the City Council.  After extensive research, assessment using evaluation forms, debate and deliberation the Working Group recommended that the City Council pursue a Joint Venture for the Directorate with staff being seconded to it (  rather than be transferred under TUPE). 
3.10
Development Services Senior Management Team debated the options at length and concurred with the working group regarding the preferred model.

3.11
The Director of Development Services submitted a formal report to Lead Member on 24th February 2003 noting the  referral of  a report to the  Strategic Partnership Project Board (5th March 2003), Cabinet Briefing (25th March 2003) and Cabinet (2nd April 2003) seeking  approval to seek expressions of interest.

3.12
Both the Strategic Partnership Project Board (5th March 2003) and Cabinet (2nd April 2003)approved the recommendations.

3.13
All Staff were informed in three briefing sessions all held on 26th March 2003 

3.14
Meetings have also been held with the ODPM Strategic Partnering Task Force Chairman in London.The ODPM Document “Structures for Partnerships” (September 2002) was also used as a research document.

4.0
Conclusions from the Market Research exercise.

4.1
It became clear from our innovative "soft market testing" exercise  (which has been followed by others) that Salford  would attract good, solid interest from a healthy number of multi disciplinary companies with regard to its services, preferred packaging and the preferred model. 

4.2
Staff consultation and involvement has been to a high level with regular newsletters 

4.3
The next stages involved procuring all services through the formal OJEU ( Overseas Journal of the European Union) process on a competitive tendering basis . The aim being to select a shortlist to pursue further negotiations following a pre qualification exercise, followed by a formal tendering process to select a preferred and reserve company to pursue detailed negotiations. 

5.0
Progress Towards Inviting Tenders

5.1
 An OJEU notice was placed on 9th May 2003 and a pre-qualification questionnaire sent out to companies who expressed an interest. 

A web site was also created, www.salford.gov.uk/development/partnering.

5.2
11 expressions of interest were received  on the closing date of 13th June 2003.
5.3
The working group has evaluated the responses using specific methodology. Six bidders have been recommended for shortlisting.

5.4
Tender documents are currently being drafted
5.5
The broad programme for the next stage is as follows: 

Shortlist discussed at  DMG : 9 September 2003

Shortlist discussed at  DSMG : 10th September 2003

Shortlist discussed at Lead member : 15th September 2003

Shortlist and recommendation  to proceed tender to the Partnership Project Board : 24th September 2003

Cabinet Briefing : 30th September 2003

Report seeking Approval to tender to Cabinet:early October 2003

Issue Invitation to Negotiate 23rd October 2003

Return of Invitation to Negotiate : 9th December  2003

5.6
A preferred and reserve company  will be selected in February 2004 .Detailed negotiations regarding the Joint Venture will take place with the  preferred bidder between  March and July 2004  .

6.0 
Risk Management

6.1
An extensive risk assessment exercise has been undertaken by a wide range  of managers using best practice risk management techniques. Regular liaison has also taken place with a partnership specialist  in the Audit Commission.
7.0 
Legal Matters

7.1
The City Councils legal partners (Cobbetts Solicitors) based in Manchester were interviewed to assess their experience of local authority partners and appointed  our legal advisers for this project.

7.2
Our main Cobbetts adviser Ross Griffiths (who will assist Salford’s legal officer Pauline Lewis) is a representative on the ODPM Strategic Partnering Task Force. 
7.3
Legal advice has so far been sought on a range of issues, for example company structure, shareholding, governance issues, Workforce issues and Competition legislation. Ross Griffiths has facilitated a business modelling session and will also be advising on the contract documents and preparing legal documentation and assisting with negotiations with the preferred partner.

7.4
Research visits have also been made with the Human Resource Manager at  Walsgrave Hospital who has implemented a staff secondment arrangement for a PFI contract , Birmingham City Council and North Lanarkshire Council 
7.5
Legal Training Seminars regarding drafting Joint Venture Agreements and Workforce Issues were also attended by legal and personnel staff. 

Paul Mallinder

8th September 2003
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