At a meeting of the PROSPERITY AND ECONOMIC DEVELOPMENT SCRUTINY
COMMITTEE held in the CIVIC CENTRE on WEDNESDAY 15™ DECEMBER,
2010 at 5.30 p.m.

Present:-

Councillor Mordey in the Chair

Councillors Bell, Cuthbert, D. Forbes, P. Gibson, Howe, J.B. Scott, Snowdon, A.
Wright and T. Wright.

Also Present:-

Councillor D. Tate — Chairman of the Management Scrutiny Committee.

Apologies for Absence

An apology for absence was submitted to the meeting on behalf of Councillor Old.

Declarations of Interest

Item 4 — Low Carbon Economy — Policy Review 1010/11: Offshore Wind

The Chairman declared a personal and prejudicial interest in the item as a Council
appointed member of the Port Board and left the meeting during the consideration of
the item.

Minutes of the Last Meeting of the Committee held on 17™" November

1. RESOLVED that the minutes of the last meeting of the Committee held on
17" November, 2010 be confirmed and signed as a correct record.

Low Carbon Economy — Policy Review 2010/11: Offshore Wind

The Chairman welcomed and introduced Matthew Hunt, Port Director, who was
present to provide Members with a presentation as evidence for their Policy Review

of the Low Carbon Economy.

(For copy presentation — see original minutes).

C:\WINDOWS\apsdoc\nettemp\1168\$ASQ7dcbd86b-cae4-4b70-8c14-a5a667928a03

Page 1 of 90



Mr. Hunt informed Members that the Port of Sunderland was the United Kingdom's
second largest municipally owned port. It represented a prime asset in the City's
profile of a key destination for major commercial growth, stemming from the
development of successful trade and business operations. Members were informed
that:-

. the recommendations of the Department of Transport's Municipal Ports
Review (2006) had been adopted;

. the new Port Board and Port Director had been appointed to enhance the
commercial and operational decision making process;

. the single Port operation, comprising:-

- Competent Harbour Authority;

- Competent Pilotage Authority;

- Landlord and development;

- Stevedoring, warehousing and logistics;

. the potential for offshore renewable energy had been recognised in the
Sunderland Economic Masterplan.

The Port facilities included:-

Deepwater river berths close to the open sea with non-compulsory pilotage;
Multi-use impounded dock system with vessel locking capability;

Rail connections to Corporation Quay river berth and South Docks;
Comprehensive cargo handling, warehousing and distribution services;
Fully flexible, highly trained and well qualified workforce.

With regard to the development of the Port's market this would centre on:-

. Mixed dry bulks (steel scrap, grain, technical bulks);

. General and project cargo (e.g. Liebherr maritime and offshore cranes, self-
propelled modular transport);

. North Sea Oil and gas industry support;

. Ship repair and marine engineering;

. Renewable energy and subsea engineering.

Mr. Hunt informed Members of the Market Opportunity with regard to offshore wind
as a renewable energy. This centred on Round Three of the Crown Estates initiative
and would target Zone 3 (Dogger Bank) which was one of 9 zones surrounding the
UK. The Developer for Zone 3 which was the largest of the 9 Zones was Forewind
which was a consortia comprising SSE, RWE, Statoil and StatKraft.

Parsons Brinckerhoff had carried out a market assessment of the potential Port of
Sunderland expansion. This had identified the following four development phases:-
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pre-development marine surveys;
manufacture;

assembly and installation;
operations and maintenance.

In conclusion Mr. Hunt advised Members of the Land Development Potential at the
Port.

In response to an enquiry from Councillor Howe, Mr. Hunt advised that the oil
operation at the Port had been closed by the business concerned due to changing
patterns in the supply chain. It had been a market led decision.

Councillor T. Wright referred to the 150 acres of land at the Port and asked if this
included the railway sidings. In addition he asked who owned the sidings and if they
could be included in the Port's portfolio. Mr. Hunt replied that he was unsure of the
current ownership, however, they were not owned by the Port.

Councillor Gibson referred to the planning regulations that seemed to curtail wind
farm development when compared to other areas such as the South West United
States and asked if it was possible that Port land could be developed for this
purpose. Mr. Hunt confirmed that it was certainly a suggestion that was worthy of
consideration going forward.

Councillor Cuthbert welcomed the plans to attract revenue from the offshore industry
and in particular the plans to attract manufacturing industries. He referred to the loss
of the oil contract and asked what percentage of the Port's business it represented.
In addition he asked which of the Port's five market streams was in the best position
to make up the loss. Mr. Hunt replied that he did not have the exact figure to hand
but would supply it to Councillor Cuthbert. With regard to the market streams there
was a danger in being too prescriptive, he believed he would be in a position to
provide a more definitive answer in a year's time.

Councillor Cuthbert referred to the establishment of the new Port Board and asked if
Mr. Hunt believed it to be the correct format as it currently stood. Mr. Hunt advised
that he had been appointed on 1% June, 2010 and that the new arrangements had
already been implemented by that stage, however, he informed the Committee that
the Port's governance arrangements were one of the attractions in applying for the
job. He stated that arrangements were working well and that the Board had been
supportive in developing the five market development streams.

In response to an enquiry from Councillor A. Wright regarding the type of potential
manufacturing that could be attracted, Mr. Hunt referred to the example of a wind
turbine. This would comprise concrete and steel foundations, the
tower/superstructure, gear box, blades, internal electronics and cabling together with
an export cable to transmit the power. This would involve a whole host of
manufacturing industries and organisations. The opportunities were huge and
exciting and involved a variety of skills.

Councillor Bell highlighted the development potential in utilising the railway
infrastructure at the Port given the Green Agenda to reduce freight capacity on the
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roads. He also highlighted the potential to develop a small scale, rail fed container
terminal.

Councillor Howe welcomed Mr. Hunt's upbeat attitude but expressed concern at the
competition from Blyth, Port of Tyne, Teesport, Seaham and Humberside, all of
which he believed to be well established and ahead of Sunderland. Mr. Hunt
acknowledged that the competition was very strong, however, the current
challenging economic climate was tough for all Ports. There was a need to establish
and be clear about niche positions. For example, the Dogger bank Offshore Wind
initiative would provide pre development opportunities, manufacturing, assembly and
maintenance opportunities. These were all tangible opportunities but Sunderland
couldn't afford to be complacent.

The Chairman having thanked Mr. Hunt for his presentation, it was:-

2. RESOLVED that the report and presentation be received and noted.

Low Carbon Place task and Finish Group Work Programme 2010-11

Claire Harrison, Assistant Scrutiny Officer, presented a report of the Chief Executive
(copy circulated) which provided Members with the current Work Programme for the
Committee's Low Carbon Place Task and Finish Group for the 2010-11 Council
Year.

(For copy report — see original minutes).

The Chairman, in response to an enquiry from Councillor Gibson, advised that it was
hoped the retrofit visit would be rescheduled for January 2011. Members were also
advised that representatives from the University would now be appearing before the
full Committee rather than the Task and Finish Group.

3. RESOLVED that the Low Carbon Place Task and Finish Group Work
Programme for 2010-2011 be received and noted.

Performance Report Quarter 2 (April-September 2010)

The Chief Executive submitted a report (copy circulated) which provided the
Committee with performance information in relation to the following issues:-

. Progress in relation to the LAA targets and other national indicators;

. Progress in relation to the Economic Challenges Policy Review and Working
Neighbourhood Strategy Policy Review Recommendations;

. the results of the annual MORI residents survey which took place during May
to July 2010.

(For copy report — see original minutes).
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Gillian Robinson, Corporate Performance Monitoring Manager, presented the report
and with regard to the MORI survey advised that most residents spoke well of
Sunderland City Centre. Over three in five thought it was good, compared with one
in five who rated it poorly. Frequent visitors tended to be more positive; two thirds of
those who came at least once a month (67%) said that the City Centre was good
overall.

With regard to the individual aspects of the City Centre, satisfaction was highest with
footpaths and pedestrian areas, things to do in the evening and signposting — about
two in three people said these were good. Three in five also said this about the
general cleanliness of the City Centre, its leisure and entertainment facilities and the
shopping facilities, the cleanliness 'net' good rating increased from +27 in 2006 to
+44 in 2010.

Opinion was much more divided on new buildings and developments with only two in
five people rating these as good and one in five considering them poor. Similarly,
only three in ten gave future plans for the City Centre a favourable rating, compared
with one in five who rated these negatively.

Young people aged 16-24 spoke particularly well of the City Centre. For example,
they were much more likely that residents aged 65+ to rate as 'good' the City Centre
overall (81% compared with 53%) and shopping facilities (81% compared with 48%).

On the other hand, affluent residents were more critical. People in social grades A
and B were more likely than the City norm to rate the shopping facilities as poor
(38% compared with 25% overall), as well as future plans for regeneration (26%
compared with 19%) and the City Centre overall (33% compared with 20%). Owner-
occupiers were also more negative than others, which may be because they are
more likely to be in grades A and B. For instance, three in ten (30%) said shopping
facilities were poor, considerably more than among either social tenants (19%) or
private sector rents (14%).

Attitudes also varied geographically, Coalfield residents being more satisfied with the
City Centre than the Sunderland average (69% compared with 63%). Conversely,
people were more critical in North and East Sunderland. For example,
dissatisfaction with shopping facilities was greater in these areas than the City Norm
(33% in the North and 34% in the East compared with 25% overall).

Members attention was then drawn to Appendix 2 of the report which provided an
overview of the position for relevant national indicators and any retained local
indicators.

In conclusion, Ms. Robinson briefed the Committee on progress to date in
implementing the recommendations from the Committee's Policy Review into
Economic Challenges and Working neighbourhood Strategy.

Councillor Cuthbert welcomed the report but working in a job dealing with statistics

he expressed concern that a lot of the statistics presented in the report were
confusing at first glance. In particular, he pointed to the example of the pie charts on
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page 15 of the agenda. Ms. Robinson acknowledged this point and advised that the
statistical data and charts in that section of the report had been supplied by Ipsos
MORI.

The Chairman having thanked Ms. Robinson for her presentation it was:-

4. RESOLVED that the report be received and noted.

Forward Plan — Key Decisions for the Period 1% December, 2010 to 31°' March,
2011

The Chief Executive submitted a report (copy circulated) to provide Members with an
opportunity to consider those items on the Executive's Forward Plan for the period
1 December 2010 to 31° March, 2011 relating to the Prosperity and Economic
Development Scrutiny Committee.

(For copy report — see original minutes).

Jim Diamond, Scrutiny Officer, presented the report and advised that item 01409, 'to
approve the employment strategy' would not now be submitted to Cabinet in
January. It would, however, be submitted to this Committee in January prior to any
consideration by Cabinet.

Councillor T. Wright referred to item 01477 'to approve the appointment of
contractors to deliver the Marine Walk public realm improvements'. He noted that a
lot of retailers in the area were not happy with the proposals and hoped that officers
were talking to them and appropriate consultation had been carried out. Councillor
Rolph requested that item 01451 'to agree the Low Carbon Homes Strategy' was
brought to the Committee if appropriate. Mr. Diamond confirmed that this would be
the case.

Work Programme 2010-11

The Chief Executive submitted a report (copy circulated) which attached for
Members' information the Committee's current programme of work for the 2010-11
Council year.

(For copy report — see original minutes).

6. RESOLVED that the Committee's Work Programme for 2010-11 be received
and noted.

The Chairman then closed the meeting having thanked everyone for their attendance
and wished Members and Officers a Merry Christmas and a Happy New Year.

(Signed) M. MORDEY,
Chairman.
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PROSPERITY AND ECONOMIC 19 JANUARY
DEVELOPMENT SCRUTINY COMMITTEE 2011

NORTH EAST CHAMBER OF COMMERCE - BUSINESS
UPDATE

REPORT OF THE DEPUTY CHIEF EXECUTIVE

Strategic Priorities: SP1 Prosperous City, SP5 Attractive City

Corporate Priorities: ClO1: Delivering Customer Focused Services, Cl04:
Improving partnership working to deliver ‘One City’.

1.

1.1

2.1

2.2

2.3

Purpose of the report

To receive a report from Andrew Sugden from the North East Chamber
of Commerce (NECC).

Current Position

Andrew Sugden (Director of Membership and Policy) and Ross Smith
(Head of Policy and Research) have been invited to the meeting in
order to provide a short presentation on the work of the Chamber and,
in relation to the Committee’s policy review, its contribution to the
development of the low carbon economy.

The presentation will focus on the plans set out in the NECC’s 2011
Manifesto and other ongoing efforts on behalf of business in
Sunderland. This will include the actions required to bolster the
competiveness of local businesses, the investment priorities required to
secure economic growth and the measures necessary to maintain the
economic recovery. A copy of the 2011 Manifesto is attached as an
appendix.

The presentation will also refer to the views of the NECC in relation to
the development of the low carbon economy in Sunderland.

Recommendation
That the report of the North East Chamber of Commerce be received

and information on the development of the low carbon economy be
incorporated into the policy review.

Contact Officer:  james diamond, Scrutiny Officer

0191 561 1396, james.diamond@sunderland.gov.uk
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Foreword

Welcome to Driving Sustainable Growth, the North East
Chamber of Commerce’s Manifesto 2011. This sets out
the priority issues on which NECC will focus its rigorous
campaigning activity during the year.

NECC is the region’s leading business organisation. Our
4,000 members cover all parts of the region, all industrial
sectors and all sizes of business. The priorities set out in
this Manifesto have been drawn up following extensive
consultation with these businesses, including through our
range of local and sub-regional committees.

The Manifesto therefore represents a uniquely powerful
agenda for North East business. It makes clear what it is
that North East businesses want in order to create jobs,
encourage new investment and generate success.

The challenge for the next year is to maintain and
accelerate the growth that businesses have started to
deliver in 2010. This needs to happen against the
backdrop of the efforts to tackle the UK’s deficit. Cuts
across a series of public sector budgets will require
difficult decisions on priorities. The outcome of these
choices will perhaps be felt more keenly in the North East
due to the public sector’s relative size in our economy.

It is critical that policy leaders and decision makers

recognise the need for the North East’s private sector to
grow, in order to replace jobs lost in the public sector and
create the tax revenues which will rebuild public finances.
Improving the conditions for businesses to flourish in our
region must therefore be their overriding consideration.
We must also ensure that all the new organisations which
will emerge in the North East in the coming months truly
have business interests at their very heart. They and we
must all work tirelessly to excite businesses to grow and
succeed.

This Manifesto clearly sets out what this will mean in
practice.

NECC will forcefully represent members’ views to local,
regional and national bodies to make sure this is clearly
understood and quickly acted upon.

Mot T Fihl
g;% £ f_%;i

—

Martyn Pellew
NECC President



Introduction

The start of 2011 comes in the midst of a period of
significant change for businesses in the North East. Some
of this is very positive — UK growth figures are improving,
predictions of a ‘double-dip’ recession are starting to
fade, and talk of ‘recovery’ is being replaced by more
straightforward ‘growth’. It would be dangerous to
assume this is a foregone conclusion, but signs of
renewed health are there. NECC will ensure up to date
information and intelligence on the state of the North East
economy is provided to key decision makers during 2011.

There are also major changes to policy. 2011 will be the
first full year of the new coalition government, which is
implementing a series of often radically different ideas to
the previous administration. This includes re-structuring
the architecture of government in the North East, with the
regional development agency (RDA) on its way out, and
local enterprise partnerships (LEPs) on their way in. Action
being taken to tackle the UK deficit is adding to a sense
of flux in policy. This is perhaps being felt more keenly in
the North East than any other part of the UK, due to the
prominence and investment levels of the RDA and the
relative size of the public sector in the region’s economy.

A shift is therefore required in the relationship between the
private and public sector in the region. Businesses will
welcome the opportunity to take a greater lead and a
bigger share of the economy. But the public sector’s role
as a major customer and employer in the North East
means adjusting to this change won't be without its
challenges.

This state of flux needs to be replaced quickly with
stability. Government bodies both in Whitehall and the
North East must quickly establish and communicate the
policy framework in which businesses will need to
operate, in order that they can effectively plan the
investments that will deliver the wealth, employment and
tax revenues this region requires.



However, it does create an opportunity, which the
business community must grab, to work with such bodies
to shape these reforms to policy in order to address
barriers to growth and create better conditions for
business in the North East. Businesses must also be clear
in articulating where reform would in fact be damaging,
and in prioritising the investments that should be made
with limited funds available.

This Manifesto therefore outlines NECC'’s lobbying

priorities under the following three themes:

e Safeguarding assets and policy positions which are
critical to maintaining the recovery;

e Reforming areas of policy to bolster the
competitiveness of North East businesses and
UK plc;

e Investing in priority areas where this will unlock
economic growth.

Strong leadership will be required in the North East both
to take the decisions needed within the region, and to
make a clear case to Government for action which will
unlock the specific opportunities that exist here. NECC
and its members will work closely with local authorities
and others, including through the North East Economic
Partnership and LEPs, to ensure business is at the centre
of this change.




Safeguarding the recovery

While a new Government in Whitehall and new
partnerships in the North East are rightly assessing where
policy needs to change, they must pay heed to the assets
and policy positions which businesses have identified as
beneficial and wish to see protected.

Some elements of support for businesses must be
maintained. While some skills funding has been poorly
targeted, support for apprenticeships is vital both to de-
risk the investment required by businesses and to give
young people the confidence to follow this route. The
Government has signalled its commitment to
apprenticeships and must follow this up by ensuring the
right funding is provided to encourage sufficient take-up,
especially in the North East where unemployment among
young people showed a worrying rise in the recent
recession. Backing for innovation in sectors where the
North East shows genuine strength, including low carbon
vehicles, renewable energy, process industries and plastic
electronics, must also be continued. This includes
maintaining innovation centres which have brought world
class expertise to the region.

The North East requires fresh investment in transport
infrastructure, which is detailed elsewhere in this
Manifesto. But there is also a need to ensure the assets
the region already has continue to operate effectively. The
arrival of inter-continental travel to the North East in the
shape of a daily Emirates flight from Newcastle
International Airport to Dubai has been a major fillip for
business. Connections such as these must not be
undermined by punitive taxation, or by imposing
constraints on the growth of aviation. The East Coast
Main Line must be maintained as a high quality north-
south link through the region, including by ensuring the

region is connected from day one to planned high speed
services, with a detailed timetable for how it will be linked
into the network.

Other changes which are already taking place must be
managed to ensure they do not create any adverse
impact on the business community. Examples include the
juxtaposition of ‘localism’ with cuts to local government
budgets. Local authorities must resist the option to plug
gaps in central funding by increasing taxes or service
charges for businesses. Additionally, new migration
controls, while a key election issue and seen therefore as
a priority for action by Government, must be implemented
without damaging firms’ ability to recruit the skilled
workforce they need, particularly in an area like the North
East with a relatively small labour market.




In 2011, NECC will campaign for:

Transport

e A tax and regulatory system which supports air links between the North East and key markets;
e A detailed timetable for inclusion of the North East in a high speed rail network.

Skills

e Support for employers taking on and retaining apprentices to de-risk this investment.

Finance

e Continuation of targeted support for businesses through the Finance for Business North East programme.
Tax

¢ No new use of local taxation powers or increase in local authority charges to business in the North East in 2011.
Regulation

e Caps on migration which take account of regional labour market issues.

Innovation

* Maintaining support for key sectors, including through regional innovation centres.



Reforming for competitiveness

Some elements of reform will undoubtedly be beneficial to
businesses, and the opportunity must be seized to make
lasting changes which will create a more competitive
business environment in North East England.

The Government has already made welcome
commitments on reducing corporation tax levels over the
medium term. This greater degree of certainty is
something businesses have been seeking. It should be
followed through in other areas of the tax system in order
to ensure North East businesses have the confidence to
invest, after a period of understandable reluctance in a
turbulent economic period. Critically, businesses should
be given assurances that tax policy positions in place
when they make an investment will remain constant.

In other areas, Government has made positive comments
regarding reform, but businesses need certainty that
these will be reflected in action at ground level in the
North East. On planning, statements about a presumption
in favour of development must be backed with action,
and not jeopardised by an approach to ‘localism’ which
may in practice give succour to NIMBYism. On
procurement, an aspiration to open up central
Government contracts to greater competition must be
echoed in public bodies in the North East, and not
undermined by a heavy handed approach to achieving
‘efficiency savings’. Both of these issues will require
continuing culture change within North East local
authorities and other agencies.

Changes must also enable markets to work better,

allowing North East businesses to choose the services
they need. Finance must remain available to North East
businesses, including through an effectively functioning

banking system. Appropriate mechanisms must be in
place to enable businesses to demand and receive the
training they need to up-skill their workforce and to
articulate future skills demand. And while a desire to give
a tighter focus to use of public money for business
support will be understood, this must be linked to
changes which enable the private sector to effectively
supply the services firms need.

One area in urgent need of reform is the way in which
public funding for infrastructure is allocated and private
investment is incentivised. Huge disparities in grid
connection charges which direct development towards
crowded areas of the South East, and transport funding
formulae which favour spending to put sticking plasters
on congestion rather than investment in capacity, must be
reconsidered.




In 2011, NECC will campaign for:
Infrastructure

e Mechanisms which direct investment towards areas of capacity, not congestion — including through grid connection
charges, transport spending criteria and use of water assets.

Skills

e A market which more flexibly enables providers to meet employers’ medium-term needs and not just short-term demands.
Business Support

e Facilitating private sector provision of key business support products.

Finance

e Banking reform which does not undermine lending to businesses;
e Commitment from banks on speed of decision-making and transparency of process.

Tax

e Consistency of tax policy positions through ‘grandfathering’ to de-risk major investments.
Planning

e Policy and culture which proactively supports development.

Public procurement

e Reforms to create broader, simpler and smarter public procurement in the North East.



Investing in growth

With limited funds available in the region, partnerships
between business and the public sector must carefully
choose both how to spend the money available to them,
and how to focus lobbying to central Government for
investment.

It is critical to continue to make strategic interventions
where the North East has genuine excellence in order to
foster world class industries. This includes the low carbon
sector and high value manufacturing, although less hi-
tech industries such as tourism which make a valuable
contribution to the North East economy must also not be
overlooked. The focus must clearly be where carefully
targeted spending will contribute to sustained long-term
growth. Central to this will be backing for international
trade in the region. The North East already boasts the
largest volume of exports per head and the only
consistently positive balance of trade in England, but this
is on the back of the success of a relatively small number

of firms. More must be given high quality assistance to
find markets to bring in greater wealth to the region.

Investment in infrastructure critical for businesses must
also be prioritised. Cancellation of funding for strategic
roads both into and within the North East flies in the face
of business priorities and should be reversed. The North
East must also put together coherent proposals to ensure
it is at the forefront of moves to upgrade digital
connections in the UK.




In 2011, NECC will campaign for:
Strategic sector support

e Targeted sector support where the North East demonstrates genuine excellence.
¢ Regional Growth Fund bids which unlock investment in low carbon industry, including R&D.

International trade
e Strategic export support in line with specific regional strengths and opportunities to broaden the base of exporters.
Digital

e Effective partnerships between the public and private sector to provide next generation broadband to businesses across
the North East.

Transport

e Reversing the decision to cancel investment in strategic road connections to and within the North East.
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PROSPERITY AND ECONOMIC 19 January
DEVELOPMENT SCRUTINY COMMITTEE 2011

LOW CARBON ECONOMY - POLICY
REVIEW 2010/11: VEHICLES

REPORT OF THE DEPUTY CHIEF EXECUTIVE

STRATEGIC PRIORITIES: SP: PROSPEROUS CITY

CORPORATE PRIORITIES: CIO1: Delivering Customer Focussed

Services, C102: Being ‘One Council’, C103: Efficient and Effective

Council, C104: Improving partnership working to deliver ‘One City’.

1. Purpose of Report

1.1 The purpose of the report is to receive a presentation from Janet
Snaith, Head of City Business and Investment Team on the
development of the vehicle sector of the low carbon economy in
Sunderland.

2. Background

2.1 On 18 June 2009, the Committee agreed to undertake a policy review
into the development of a Low Carbon Economy in Sunderland.

2.2  Atits meeting on 14 July, the Committee agreed the following terms of
reference:-

(a) To gain an understanding of what we mean by the term 'low carbon
economy’;

(b) To consider the difference between the concepts of low carbon
business and a low carbon place;

(b) To investigate the land and infrastructure requirements of a low
carbon city;

(c) To consider the potential skills requirements of a low carbon
economy and the measures that can be taken to ensure that the City’s
working population are equipped to meet the demand;

(e) To consider the role of the Council in providing community
leadership and championing the low carbon economy;

(f) To consider how best to market the City in order to attract new low
carbon industries and consider the promotion of flagship schemes;
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2.3

2.4

3.1

(g) To consider how best to involve individuals in making low carbon
choices, for example, through energy conservation or generation
measures;

(h) To look at the action being taken by the City as a whole
(businesses and residents) and the work being done to encourage
businesses and residents to sign up to the low carbon agenda;

(i) To consider the role of the FE / HE sector in providing research into
the development of low carbon industries and meeting the likely skills
demands. How can we make courses more attractive to young people
and ensure that their skills are transferable?

(j) To map those low carbon businesses already in the city to provide a
benchmark for moving forward;

(k) To look at the work being done in schools and other Council
buildings to reduce carbon emissions.

As part of the review, Janet Snaith has been invited to the meeting to
discuss the potential of the vehicle sector as part of the low carbon
economy. This will cover the following themes:-

Ultra Low Carbon Vehicles

Background (Economic Masterplan)

Electric Vehicles Production (Tanfield Group)
Nissan Battery Plant

Nissan Leaf Electric Vehicle

Research & Development (Test Track)
Sector Support and Locations

Skills (Green Collar Training)

Infrastructure (Plugged in Places)

Issues (Resources and Market Potential)

Arrangements are currently being made for a visit to the Nissan site in
order to view the facilities.

Recommendations

That the information provided and the comments of members be
included as part of the Committees policy review.

Contact Officer: James Diamond - 0191 561 1396

james.diamond@sunderland.gov.uk
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PROSPERITY AND ECONOMIC 19 JANUARY
DEVELOPMENT SCRUTINY COMMITTEE 2011

SUNDERLAND EMPLOYMENT STRATEGY 2011-2014

REPORT OF THE DEPUTY CHIEF EXECUTIVE

Strategic Priorities: SP1 Prosperous City, SP5 Attractive City

Corporate Priorities: ClO1: Delivering Customer Focused Services, Cl04:
Improving partnership working to deliver ‘One City’.

1.

1.1

2.1

2.2

2.3

2.4

2.5

Purpose of the report

To seek the views and comments of the Committee on the draft
Sunderland Employment Strategy 2011-2014.

Current Position

An Employment Strategy for Sunderland has been developed in order
to make the city a more prosperous one, made up of thriving
neighbourhoods where people want to work and where businesses
want to be based. It will also contribute to reducing the significant gaps
between the wealthy and the poor in our City and maintaining and
building upon the improvements that delivered by the Working
Neighbourhood Strategy 2008 — 2011.

The Employment Strategy vision which overarches these goals is:

To support Sunderland at a neighbourhood level, to achieve high
levels of good quality employment and profitable self-
employment.

The Employment Strategy for Sunderland is an important part of a
whole range of programmes which focus solely on making Sunderland
a more prosperous city over the next 15 years. This range of
programmes comes under one title; The Economic Masterplan. The
Employment Strategy complements Sunderland’s Skills Strategy and
Sunderland’s Enterprise and Innovation Strategy, which will also help
deliver the Economic Masterplan. It also supports the city’s Child
Poverty Strategy.

The Employment Strategy will direct and enable the allocation of any
available strategic resources and will support the delivery of the
Economic Masterplan for Sunderland; it complements the Skills
Strategy and the Enterprise and Innovation Strategy for Sunderland
being developed in spring 2011.

A copy of the draft Sunderland Employment Strategy is attached as an
appendix.
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3 Recommendation

That the views and comments of members be sought on the draft
Sunderland Employment Strategy 2011-2014.

Contact Officer:  james diamond, Scrutiny Officer
0191 561 1396, james.diamond@sunderland.gov.uk
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1. Executive Summary

Work is not only the best way out of poverty but has wider
health and social benefits, not only for the individual but also
for the community in which they live and the UK as a whole. *

Sunderland wants to be a more prosperous place, made up of thriving
neighbourhoods where people want to work, do not live in poverty, and where
businesses want to be.

Great strides have been made in previous years through the strategic
allocation of resources and strong partnership working in moving people from
benefits and into employment or self-employment, but many challenges still
remain if we are to emerge from recession economically stronger.

Sunderland has many past achievements around combating worklessness of
which to be proud. In evaluating and reviewing the Working Neighbourhood
Funded initiatives, which have supported over 2000 people from benefits and
into employment and seen the establishment of over 400 new business start-
ups in the period 2008 to 2010, we know neighbourhood and community
based support and bespoke individual approaches, which add value to
mainstream provision, have worked.

The new government policy framework around Welfare to Work programmes,
the withdrawal of external funding to tackle worklessness and the changing
labour market with its predicted heavy public sector losses and the need to
stimulate growth in the private sector provides us with many future
challenges. We know that there will be individuals who are eligible for
mainstream support and those who may not be, but nontheless need it, and
we have identified these individuals and put them as the focus of our short
term priorities for action between 2011 and 2014.

The Employment Strategy will direct and enable the allocation of any available
strategic resources and will support the delivery of the Economic Masterplan
for Sunderland; it complements the Skills Strategy and the Enterprise and
Innovation Strategy for Sunderland being developed in spring 2011.

! Work Programme prospectus, DWP, Nov 2010
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2. Background and Context

Purpose

An Employment Strategy for Sunderland has been developed because we
want to make the city a more prosperous one, made up of thriving
neighbourhoods where people want to work and where businesses want to be
based. We want to reduce the significant gaps between the wealthy and the
poor in our City. We want to maintain and build upon the improvements that
our Working Neighbourhood Strategy 2008 - 2011 has delivered from 2008.

The Employment Strategy vision which overarches these goals is:

To support Sunderland at a neighbourhood level, to achieve high
levels of good quality employment and profitable self-
employment.

The Employment Strategy for Sunderland is an important part of a whole
range of programmes which focus solely on making Sunderland a more
prosperous city over the next 15 years. This range of programmes comes
under one title; The Economic Masterplan. The Employment Strategy
complements Sunderland’s Skills Strategy and Sunderland’s Enterprise and
Innovation Strategy, which will also help deliver the Economic Masterplan. It
also supports the city’s Child Poverty Strategy.

Entrepreneurship; business
leadership; the management of
innovation and knowledge

“Seed-sowing” for

entrepreneurs; Basic Skills; Entry
neighbourhcod Level skills;
enterprise selected vocational

qualifications (e.g.
HGV)

Employment Strategy

Employment Land Strategy
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The Employment Strategy has been created around the strategic priorities
which are key to realising the vision. These priorities were identified by
collecting evidence, analysing it and comparing it with our goals for the city
according to the Economic Masterplan and deciding, with the help of others in
the city, which issues were most important.

The Employment Strategy proposes a neighbourhood approach rather than a
uniform, one-size-fits-all approach across the city, as this has delivered
successful results in the past. Action planning will show how partners will
work together to realise the vision, recognising that changing government
policy will impact on the roles of partners, which may be very different in
future to those in the past.

Background

The development of the Employment Strategy builds upon the achievements
of the Working Neighbourhoods Strategy (WNS) for Sunderland 2009-2011.
The Economic Masterplan (Aim 4 - An Inclusive City Economy for all Ages)
strategic delivery group recognised the requirement to produce an
Employment Strategy for Sunderland in order to deliver the outcomes within
its scope and to sustain the best practice and momentum already achieved
through the Working Neighbourhoods Fund investment. It is acknowledged
that the previously successful neighbourhood-focus should be maintained, in
order to continue to narrow the gap between our most deprived and our
better-off neighbourhoods.

Current Context — the challenge for Sunderland today

The impact of the recession and more recently the Coalition Government’'s
welfare reforms has dramatically changed Sunderland regarding opportunities
for enterprise and employment.

The recession has seen a significant reduction in employment within
Sunderland and the wider region, with the total number of employee jobs in
the North East declining from over 1.25 million in June 2007 to around1.21
million by December 2009, a loss of over 47,000 jobs in 30 months. Many
companies across a range of sectors within Sunderland have cut jobs as a
response to lower levels of demand within the economy. The subsequent
recovery in the labour market has seen moves towards flexible working, part
time working and self employment happen more quickly than was previously
anticipated.

Sunderland has difficult times ahead following the recession, made especially
challenging by changes in the welfare system and public sector cuts which will
affect a large number of Sunderland residents.

There is likely to continue to be job losses in both the private but more

significantly, the public sector and, in order to generate the necessary
economic growth in the private sector, mechanisms will need to be put in
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place to equip people with the skills and offer support to move into alternative
sectors and also into self-employment.

This economic backdrop does provide the opportunity to improve the systems
in the city that have already been proven to work and to provide more of the
neighbourhood-based, holistic style of support and guidance that is called for
in these difficult times.

The strategy will consider how, as a city, partners can work together to
increase the numbers of residents who can move from economic inactivity
and into employment or self-employment. In addition, the strategy will also
consider how we can ensure residents continue to develop relevant skills to
sustain and progress within the labour market. This focus on skills will be
further developed within the related document — the Sunderland Skills
Strategy.

Related Strategies

The Employment Strategy has strong links with a number of other strategies
being developed under the Economic Masterplan:

* The Sunderland Skills Strategy, which will consider the demand side of
sectoral growth areas and the skills needed within these;

= Sunderland’s Child Poverty Strategy, which aims to reduce the number
of children living in poverty, and recognises that employment has an
important role in lifting families out of poverty;

= Enterprise & Innovation Strategy, which will set the direction for
strategic investment which will underpin economic growth.
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3. Current Model, evaluation and review

Current Delivery
The Working Neighbourhoods Strategy (WNS)

Between 2009 and 2011, neighbourhood-focused employment and enterprise
support has been delivered through the Working Neighbourhoods Strategy
(WNS). The strategy was developed to address worklessness and low levels
of enterprise at a neighbourhood level and assist in the strategic allocation
and management of £30m Working Neighbourhoods Fund (WNF). The
strategy recognised that in order to meet the overall programme objective of
reducing Sunderland’s benefit claim rate by 3000 persons, that there were two
potential routes from unemployment/incapacity into work, or from lower paid
to higher paid work, either by getting a job and working for others or by being
self-employed and working for yourself.

The WNS therefore had two main areas: Assisting People into Work and
Boosting Enterprise. By focusing activity on both areas at the same time, a
higher impact and greater outcomes could be achieved. The Employment
Strategy will build on this approach.

Current Delivery Model — Employability
Assisting People into Work

For the 2 year period, commencing 1 April 2009, employability provision has
been delivered in Sunderland under the ‘Assisting People into Work’ strand of
the WNS. The approach was designed to sit alongside and complement
mainstream employment provision, as delivered through Jobcentre Plus. The
model was based upon the principles of One North East’'s Regional
Employability Framework (REF — diagram 1 overleaf) and the best practice
which had evolved through the city’s Job Linkage partnership network since
1996. Working alongside Jobcentre Plus, the Job Linkage network has
contributed towards tackling the city’s significant worklessness problems and
achieving success against employability performance indicators.

The WNS approach continued and built upon the existing Job Linkage
network, enhancing and strengthening the client delivery model with the
inclusion of a range of ‘bolt-on’ specialist providers. The core Job Linkage
service has comprised of three broad areas of delivery: (a) client engagement;
(b) provision of information, advice and guidance (IAG); and (c) employer
engagement and recruitment support.

Through Job Linkage, workless residents have been supported through an
end-to-end service, as advocated by the REF, from initial community
engagement, registration and induction, into a wide ranging menu of
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provision, tailored to particular needs, finally resulting in employment, with
sustainability (where the person has maintained their employment at the
company) measured at both 13 and 26 weeks. The model has ensured that
each element of the journey has been delivered by the most appropriate
delivery partner, to achieve effective progression and also cost savings by
removing potential duplication.

Diagram 1: Regional Employability Framework (REF)

Employability Service Model

Effective Incentives
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Effective Case Managemant:
Common Reporting, Delinitions and Tracking System

The journey to employment has been tracked via a common management
information system, the Hanlon “Skills Register” which every provider has
used to record client progression and entry into employment. This has
provided management with consistent information on performance, both on an
individual project and at various spatial levels (including super output area,
ward, area and city-wide).

The employability programme aimed to focus delivery on ‘hard to reach/hard
to help’ clients, to add value to mainstream Jobcentre Plus provision.
Engagement of people in receipt of ‘inactive benefits’ was prioritised, namely
those on Incapacity Benefit (IB) and Income Support (IS). A focus was also
given to residents living in the most economically deprived areas of the city
(measured as the top 30% lower super output areas).

The core Job Linkage service was delivered through a network of 14
neighbourhood-based centres, located within key deprived wards. This
neighbourhood approach encouraged voluntary participation of benefit

8 of 48

Page 31 of 90



Sunderland Employment Strategy

recipients for whom there was no mandatory requirement to look for work, ie
the ‘hard to reach’.

The core Job Linkage service has been supplemented by a range of specialist
providers, who were grant funded to provide holistic, wrap-around support to
directly target ‘hard to reach/hard to help’ client groups and/or address
specific barriers®. A total of 15 employability projects were grant funded to
provide this specialist support, delivered by organisations from across the
public, private and voluntary sectors.

Current Delivery Model — Enterprise
Boosting Enterprise

In order to stimulate enterprise at a neighbourhood level, the WNS proposed
a Boosting Enterprise Programme which was aimed at offering a range of
support to encourage more business start-ups. The core element of the
programme was Neighbourhood Talent Scouts and Business Advisors, along
with a number of support projects, these being:

o0 Access to Finance — to mitigate difficulty in acquiring start-up finance

o Visible Workspaces — to identify and then provide latent and known
demand for start-up workspace

o Enterprise in Education — to embed enterprising skills within secondary
school age children, demonstrating enterprise is a future viable
alternative to employment

o Additional Specialist engagement, motivation and support — to provide
flexible funding to add value to the core delivery by Talent Scouts and
Business Advisors for the provision of bespoke engagement and
motivation support not available within the main core programme
support

o Franchising — to promote franchising as a route to self-employment and
support potential franchisees with information and advice

0 Procurement —to develop a system to support and encourage more
local firms to apply for and deliver council contracts

0 Underserved Markets — to research the gaps in service provision and
match new business start-ups into new markets

A Consortium of local organisations; North East Business and Innovation
Centre, Sustainable Enterprises Sunderland, FISCUS, Sunderland North
Community Business Centre and Gentoo were awarded a competitive
contract to deliver the core element which had output targets of : 800 referrals
into pre-business support and 400 new ‘Enterprise Ready’ businesses.

2 These included people with health problems (physical, mental, learning difficulties), financial
inclusion/debt management, people lacking recent/relevant work experience or with low/no skills,
people who were homeless or with drug/alcohol issues, offenders/ex-offenders, carers/ex-carers, people
from the BME community, NEETS, older workers and lone parents.
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A team of 9 Talent Scouts were located in targeted neighbourhoods and it
was their role to engage with residents who were interested in self-
employment, through the use of existing community networks, and to work
with these clients on individual barriers to self employment, such as
confidence, self-esteem, childcare etc. Once the personal barriers had been
addressed the clients were referred to one of 7 Business Advisors, also based
in neighbourhood centres who offered support to assist them to be ‘Enterprise
ready’. This support included practical skills for business such as business
planning, marketing, financial management and signposting to mainstream
business support agencies and services.

Evaluation

This section highlights key findings from the research, review and evaluation
work undertaken on our current activity. The findings are summarised in this
section, more detail can be found in the appendices.

Key Findings

Enterprise

The Enterprise review was undertaken using the following methods:

0 Self-assessment of project activity by the project deliverers
undertaken in July 2010, covering Talent Scouts and Business
Advisors, Access to Finance, Specialist Support (Benefit and Tax
Advice), and Procurement.

0 A postal questionnaire sent to 50 new start-ups conducted during
September 2010

0 Best-practice benchmarking undertaken by S4W Consultants

o Performance information undertaken by S4W Consultants

o 3 focus groups held during September 2010 at Houghton, Grindon
and Hendon

The main findings from the review were that:

= the spread of start-ups across the city is good with coverage in every
area

= the type of businesses set up within the programme show variety and
has not led to saturation in any particular geographical area of the city

= focused work at a neighbourhood level using community based
organisations is effective at engaging and supporting harder to reach
clients into self-employment

= Named and retained advisors offering intensive one to one bespoke

support through out the pre-start up stage has a strong correlation with
successful self-employment outcomes
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= Access to finance is a major barrier to enterprise and offering start-up
grants is a major incentive to pre-start ups

= Ongoing support is required once the business has started especially
with marketing, and assistance with seeking other finance in order to
grow

Employment

Worklessness Assessment

As part of the Employment Strategy’s evidence base, a detailed worklessness
assessment has been carried out. The Houghton Review recommended,
“The causes and context of worklessness are different from place to place
and, therefore the answers to it also require an understanding based not only
on place but of those affected by it.” Consequently, the assessment covered
population, characteristics, geography, employer demand issues and barriers
to employment. The full findings are attached as an Annex.

Statistics show there continues to be a downward trend for people claiming
Jobseekers Allowance (JSA), which at 9,297 in September 2010, stands at its
lowest level since August 2009 (however this still represents 5.28% of the
working age population). However, to get a true picture of ‘worklessness’, all
out-of-work benefits must be considered. The findings showed that in
November 2009 there were 34,270 people claiming a range of out-of-work
benefits, including Incapacity Benefit (IB), Employment Support Allowance
(ESA) and Income Support (IS) as well as JSA. This represents almost 20%
of Sunderland’s working age population and this figure reflects more
accurately the scale of the worklessness problem faced by the City. In
addition, there are a substantial number of people who are not working, but
for various reasons, do not claim any form of ‘out-of-work benefit' and these
also need to be considered under this strategy.

There have been some indications of improvements: numbers claiming out of
work benefits showed a welcome reduction in 2009, after rising sharply in
2008. The number of people employed has also showed a modest increase
over the period 2005-09, compared to an overall decrease in both the North
East and Great Britain. Similarly, the number of economically inactive
residents in Sunderland has steadily decreased and the rate is now below that
for the region and almost the same as the national rate. These results may
seem to be at least partly due to Sunderland’s Working Neighbourhoods
Strategy and evidence that the model used has been effective in general
terms. However, few of the city’s 43 worst performing lower super output
areas (LSOAs) showed any reduction in the rate of people claiming out-of-
work benefits. This suggests that there still needs to be a targeted approach
to supporting Sunderland’s most deprived neighbourhoods, to narrow the gap
between the better performing and the worst performing areas of the City.
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Job Linkage Review

The review and evaluation of Job Linkage was carried out in the period June
to September 2010 by consultants Roger Tym & Partners. It was
commissioned to consider the service’s overall performance, the relevance,
impact, efficiency, effectiveness and sustainability of the Job Linkage network,
how effectively it embraces partnership working and to identify key
performance lessons.

The findings indicate that Job Linkage is a fundamentally successful model
with clear strengths. Since 1996, Job Linkage has developed considerable
experience in delivering high quality, personalised employability to services: to
those in the community with most severe barriers in accessing employment
opportunities: and in the city’s most deprived wards. There is widespread
recognition within the City Region and from Jobcentre Plus (JCP)
management of Job Linkage’s effectiveness in engaging its target groups and
in improving their employability. There is also recognition that the Employer
Link service is complementary to that offered by JCP, engaging small and
medium sized enterprises (SMES) to a far higher degree than JCP has been
able to do.

Job Linkage is an important part of Sunderland’s employability infrastructure
and the delivery staff are well known and experienced in the community.
While its network of centres enables ready access to employability services, it
also affords access to a range of other community facilities and services.

Job Linkage is seen as broadly successful and doing what it is meant to do, ie
moving people from benefits, closer to an active role in the labour market and
ultimately into work. As borne out by the annual and quarterly monitoring
reports, the scale of its activity in engaging new clients, providing relevant
advice and training and matching them with employment opportunities is
impressive. In terms of value for money, the service has achieved a high
volume of outputs at relatively low cost.

In its conclusion, the report recommends that Job Linkage positions itself to
act as a sub contractor under Work Programme, with the intention to sustain
an adequate amount of infrastructure across the city, to continue to offer a
meaningful level of quality provision to Sunderland’s out-of-work residents..

Focus Groups — service users and delivery providers

The consultation process, particularly with current service users and also with
delivery providers, recognised the importance of continuing to ensure a wide
and diverse range of employability provision is available, suitable for people
with very different needs, including the long term unemployed, people with
disabilities, people with either no or low skills and others that could be
described as the more ‘socially excluded’ people within Sunderland’s
communities.
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In terms of the model of delivery, certain key features were seen to be
essential. These included employability provision being located within a local
community setting, for ease of access for the service users and to achieve a
sense of ‘responsiveness’ to local need. The availability of intensive, one-to-
one support, customised to individual needs and delivered by a dedicated,
named adviser was also high on the list of priorities. The adviser should be
able to signpost clients to a wide range of specialist providers, to address
specific barriers to employment, such as debt advice or housing issues.
Access to flexible funding was also seen as important in the delivery model,
again for the purpose of removing ‘barriers to employment’ such as travel
costs or clothing for interviews.

When considering the Council’s future strategic role, there was common
agreement that ensuring and influencing the continued provision of an
effective employability service was an essential part of the Council’s role,
especially in the present economic climate. As well as providing some of the
City’s most disadvantaged residents with an effective level of support to find
work (not always available from mainstream services) it was felt this would
also have a beneficial impact on the City’s economy by helping to increase
the number of residents in work and reducing those on out-of-work benefits.
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4. New Policy and its Impact

The Coalition Government has developed new policy to reform the welfare
state, changing the way that people can receive benefits and the way that
they can apply for work. This policy change has a direct effect on the
Employment Strategy and how it can support Sunderland residents. Whilst
the previous chapter has highlighted the good work that the Working
Neighbourhoods Strategy (WNS) has achieved for the residents benefiting
from its services, this chapter explains the recent policy announcements from
the Coalition Government, and the impact of this on the Employment Strategy
and Sunderland residents.

The Coalition Government has taken the decision to reduce public spending
in an attempt to reduce the country’s financial deficit. This includes spending
on benefits. Commenting on the Department of Work and Pensions website;

“The Government has identified two key problems with the current
system: work incentives are poor and the system is too complex. We
want to reform the system to help people to move into and progress in
work, while supporting the most vulnerable.”

Many of the policy announcements have been to encourage people on out-of-
work benefits (including Incapacity Benefits) into employment or self
employment. Following a lengthy consultation process, the Government has
set out the specifics of its plans for welfare reforms in the White Paper
“Universal Credits: welfare that works” in November 2010. This aims to
create a fairer and more affordable welfare system, improve incentives to
work and tackle dependency, while protecting those who are genuinely unable
to work.

A significant announcement in the comprehensive spending review of October
2010 was that the current system of means-tested benefits will be replaced by
the introduction of a single, universal benefit that will be tapered off as the
recipient enters work, decreasing as the recipient receives a higher salary.
This is to ensure that “work always pays” and people who find employment
will be financially better off than those who are on benefits.

Changes to the Incapacity and Employment Support Allowance are also
taking effect. Those who currently claim sickness-related benefits (such as
Incapacity Benefit and Severe Disability Allowance) will undergo a Work
Capability Assessment; if they are deemed unable to work, they will remain on
the benefit, however, if they are deemed capable of undertaking some level of
work, they will be put onto JSA and expected to find suitable employment. All
current recipients of IB will be reassessed in this manner.

The Work Programme

Alongside these changes to the welfare system, there are also changes to the
way that those looking for work are helped to find employment. Current
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programmes such as New Deal and Pathways to Work will cease and be
replaced by a single national scheme, the Work Programme that “will provide
a single, personalised welfare to work programme for all client groups,
delivered through contracted out provision.” The Coalition Government is
putting in place a framework from which to select suitable providers from the
private and voluntary sector and it is expected that the Work Programme will
be operational by summer 2011.

The providers for the Work Programme are expected to be very large,
financially secure organisations and they will be contracted to deliver
employability services on behalf of the Department of Work and Pensions
(DWP). The main providers, or ‘Prime Contractors’ as they are being
described, are expected to select a number of sub contractors to assist in the
delivery in local areas. The Primes are encouraged to identify partners,
ideally from within the Voluntary and Community Sector (VCS) who have
experience and a proven track record of working with workless clients in their
neighbourhoods. This approach is intended make best use of existing
infrastructures and networks, to enable the new scheme to make maximum
impact as soon as possible.

In recent years, analysis of worklessness and ‘economic inactivity’ has
focused on various categories of clients, based on the type of benefit they
claimed. With the move towards a universal benefit, this method of client
segmentation has to change. People currently in receipt of IB will undergo a
Work Capability Assessment (WCA), to see if they are capable of carrying out
some form of work. The focus will shift from what a person can’t do, to what
a person can, in terms of work. This will result in the number of people
claiming 1B decreasing, whilst those actively seeking employment (ie claiming
JSA) rising.

Every client who is actively seeking employment will be supported to do so by
the Work Programme, from a set point in their claimant history (ranging from 3
months to 12 months on benefits). Those clients who are medically assessed
and deemed incapable of carrying out any form of work will remain on an
appropriate benefit and will not be expected to actively seek employment.
(The details of these benefit changes and the process for transferring people
to alternative benefits is still emerging and will become clearer in the coming
months.)

15 of 48

Page 38 of 90



Sunderland Employment Strategy

The customer groups who will receive support under the Work Programme
are as follows®:

Customer Group Time of Referral Basis for
referral
JSA customers aged 25+ From 12 months Mandatory
JSA customers aged 18-24 From 9 months Mandatory
JSA customers who have recently From 3 months Mandatory

moved from Incapacity Benefit

JSA customers facing significant
disadvantage (eg young people
with significant barriers, NEETS,
ex offenders)

From 3 months

Mandatory or
voluntary
depending on
circumstance

All  Employment and Support | At any time after their Voluntary
Allowance customers Work Capability

Assessment
Employment and Support | When customers are Mandatory
Allowance (income related) | expected to be fit for

customers who are placed in the

work in 3 months

Work Related Activity Group

Those most in need of support, for example ex-offenders or those young
people who are struggling to make the transition between education and work,
will be offered early access to the Work Programme (ie from 3 months on
benefits) to ensure they receive it within a timescale that is most appropriate
to them.

Support for those not included in the Work Programme

The Work Programme is not being delivered in isolation: it will be supported
by a more flexible advisory service in Jobcentre Plus, which will give local
offices more control and allow them to deliver in a way that is responsive to
local needs. Clients who are not eligible for Work Programme will have
access to a range of other support measures, as follows:

o Jobcentre Plus (JCP), along with its strategic partners, will help people
to volunteer, do work experience or take advantage of peer-to-peer
support, before they enter the Work Programme. These initiatives are
part of the “Get Britain Working” measures. As part of this, DWP has
launched ‘Work Clubs’, which encourage people who are out of work to
exchange skills and share experiences, and ‘Work Together’, which
allows people to develop work skills through volunteering.

o From 25 October 2010, DWP has also been offering disabled people
with significant employment support needs access to Work Choice,
which will run alongside the Work Programme, and provide the

% The Work Programme Prospectus, DWP, November 2010

16 of 48

Page 39 of 90



Sunderland Employment Strategy

additional help that the most severely disabled people need to get back
to work.

o Finally, JCP will offer enhanced support to lone parents in receipt of
Income Support. This will include an offer of support through the JCP
“Support Contract”, the JCP Flexible Fund and ongoing advisor
support. JCP will also continue to play a key role in helping customers
with benefit claims, decisions and appeals.

There are also a significant number of people in Sunderland who are not
eligible for Jobcentre Plus support. These are people who are not in receipt
of any form of out-of-work benefits. In the period of Working Neighbourhoods
Funding from 1 April 2009 to December 2010, approximately 2,000 such
clients registered with and received support from the Job Linkage service.
Consequently, a key focus of the Employment Strategy will be to examine
how employability support can continue to be provided for this cohort of
clients in the future.

Quality of service

Within the Work Programme, DWP is clear that providers are best placed to
know what works for customers and so the contracts will not specify what
providers should deliver. However, the clients should know what level of
service they can expect. As a result, bidders for Work Programme contracts
will be asked to provide a summary in their tender of the minimum service
they will offer to all client groups. These minimum service levels will be
translated into a small number of Key Performance Indicators within each
contract and will be articulated to clients at the point they start the provision.
These promised service levels will be made public so that clients and their
representatives will be able to judge whether providers are delivering what
they have promised. An important role of the local strategic partnership will
be to monitor the service levels and ensure that all residents are receiving a
quality service.

Related Policy Areas

Whilst the most significant change impacting on the Employment Strategy is
the Work Programme, other policy changes also need to be considered.

Local Enterprise Partnerships (LEPS)

LEPs will replace Regional Development Agencies which will be disbanded by
2012. They will bring councils and businesses together on an equal footing,
across natural economic geographies and will have as their primary focus
planning and infrastructure projects, with less of a focus on economic
development to drive economic growth. LEPs will receive no core funding and
will be expected to fund its own day-to-day running costs.

LEPs will be able to submit bids into the new Regional Growth Fund (RGF),
which is worth £1.4 billion over 3 years. Its purpose is to encourage private
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sector enterprise by providing support for projects with significant potential for
economic growth and job creation. It is also intended to support those areas
of the country that are currently dependent on the public sector to make the
transition to sustainable, private sector-led growth. The fund will encourage
private sector enterprise (including social enterprises) to create opportunities
for affected localities to adjust to reductions in public spending and enable
private sector investors, businesses, the public sector and communities to
come together with an overall strategy for their area. It is envisaged it will
provide a mixture of direct support for investments that would otherwise not
occur (and which will create sustainable employment) and infrastructure
provision to remove barriers to private sector-led economic growth. There is
an opportunity for the North Eastern LEP to submit a bid for NGF to support
activities that will directly support job creation and enterprise initiatives.

Business Link and Enterprise Support

The future of enterprise support is also subject to significant change. While
some enterprise support will be delivered through the Work Programme,
through the ‘Working for Yourself’ strand a number of uncertainties remain
over the future make-up of the enterprise and business support agenda.

Changes to Business Link mean it will lose its existing regional focus and
move towards becoming a national telephone and web based support service.
As a consequence there are concerns around the potential impact of these
developments to the future delivery of this support within the North East.

The availability and nature of enterprise and business support clearly has a
potential impact on enterprise development.

Learning and Skills

The learning and skills infrastructure is also going through a significant period
of transition, including the way in which lead providers such as colleges of
Further Education are funded, with the loss of ring fenced budgets for the
unemployed and cuts to funding for adult skills, which will impact on the future
skills agenda.

It is envisaged that employer engagement activity will increasingly be left to
individual providers, with a potential lack of strategically driven activity in this
area. This may lead to the Skills Funding Agency taking a step back from this
work and shifting towards an increasingly national focus and infrastructure.
Learning and skills impact will be explored in more detail within the Skills
Strategy for Sunderland.
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5. The Changing Labour Market

Policy changes have created considerable uncertainty over future
developments for employability and enterprise. Welfare and benefits reform is
at the heart of the Coalition Government’s agenda, however the detail of the
precise programmes and policy intervention position are only just emerging.
Nevertheless, these policy shifts will have a major influencing role in the
design and delivery of Sunderland’s strategy to support employability and
enterprise activity and the use of any discretionary funding which may
become available. It is therefore crucial that the Employment Strategy is a
dynamic document subject to early and regular review to ensure emerging
policy detail and new policy can be fully reflected.

The impact of the recession

At the point of UK recession in Autumn 2008 Sunderland’s pattern of benefit
claimants was showing a definite downward trend particularly long-term JSAs
and also clients in receipt of incapacity benefit (those normally described as
‘hard to help’).

The impact of the recession has seen massive increases in JSA numbers
(from 5,240 or 3% of the working age population in November 2005 to 10,560
or 6% at its peak in February 2009) however interestingly there was much
less of an impact on non-JSA clients as would have been expected looking at
trends from previous recessions. Whilst JSA figures rose steeply, the
worklessness assessment demonstrated Sunderland’s economically inactive®
figures have gradually reduced from 45,300 or 25.8% in 2005 down to 37,100
or 21.2% in 2009, this pattern has continued and suggests a strong
correlation to initiatives delivered under WNS.

It is expected that during the period of delivery of this employment strategy
that changes in policy will mean a reduction in clients claiming sickness
benefits for which there is no compulsion to seek employment. Welfare to
Work policy will see greater numbers of people being classified as ‘fit for work’
and therefore their benefit type will be changed to reflect that.

The following analysis has been carried out by the Centre for Economic &
Social Inclusion, to estimate the relative percentages of the various cohorts
expected to make up the Work Programme client base in the future.

* The economically inactive are defined as people of working age who are not working, are not in full-
time education or training and are not actively seeking work.
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Anticipated Volumes for Work Programme

@ JSA (consistent)

11% 10%

m ESA/IB work related
17%

00 ESA new found fit for
work

O IB transfer to JSA

32%

30% H Lone parents on JSA

It is anticipated that around 10% of clients will be ‘typical’ JSAs, in terms of
our prior understanding of this client type. These are the ‘consistent’ JSA
shown above.

By far the dominant group will be those who have been found fit for work
under the new regime and who, in the old system, would have been on
health-related benefits. It is expected that around 32% will be clients who
have been transferred from IB to JSA, having been found fit for work through
a Work Capability Assessment. A further 30% will be those on Employment
Support Allowance (ESA) who have been found fit for work. It is likely that
these people will require more intensive support, potentially over a longer
period of time, before they successfully move into a job, compared to people
without previous health issues.

Public Sector Job Losses

Recent policy papers state job losses of as many as 49,000 workers with
20,000 of those in the public sector between 2010 and 2015 for the north
east. The job losses arise from a number of factors, a contracting public
sector supply chain within the north east, indirect impacts of spending cuts
occurring outside of the north east and reduced household consumption; this
is significant to Sunderland as the public sector is one of the largest
employers in the City (indeed in the wider North East), with 2008 estimates
showing public sector employment as 22%?°, with a resultant decrease in
Gross Value Added (GVA) of £1.8bn. Those leaving the public sector will be
expected to find employment in the private and third sector and they too will
be supported by the Work Programme.

®*Mind the Gap’ : Assessing the impact of reduced government spending on the north east economy,
Durham University, November 2010
® Workplace based ABI extract, ONS, 2008
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What this will mean is that employment provision will be extremely different
from summer 2011 than we have experienced previously, and so will our
future market. In previous years, there were a number of government funded
programmes and strategic initiatives, each catering for a different beneficiary
type (ie Pathways to Work for IB claimants, New Deal for JSA claimants,
Working Neighbourhoods-funded programmes in Sunderland targeting the
‘hardest-to-help’, etc), from the summer of 2011 there will be a single offer,
the Work Programme, which will be expected to offer employability support to
a very wide and diverse client group.

It is therefore the role of the Employment Strategy to understand the Work
Programme and its potential impact on supporting clients to move off benefits
and into sustainable employment, identifying what mainstream provision will
be able to deliver successfully and then work with our partners on actions to
support value-added activity to support those clients who may fall outside of
mainstream support.
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6. Future Strategy

The future employment strategy is about the changing landscape and how
partners’ actions will respond to it. The following chapters outline the
programmes that will be available from mainstream service, identifies where
the gaps might be and the actions to be taken to address these gaps.

Our strategic objectives for employment and enterprise, as stated in the
Economic Masterplan, are:

= To work with employers and job seekers to match the right
people with the right jobs;

= To tackle issues that inhibit people from working;

= To support people once they have a job;

= To encourage enterprise at a neighbourhood level.
The outcomes to be achieved by the strategy are:

» Raise the employment rate, because if more people are working
there is more money in the economy.

o0 The employment rate for Sunderland has deteriorated
significantly since the recession began and today stands
at 64.9%. A target of securing a 0.5% improvement per
annum was previously agreed within the City Region’s
MAA (as smaller geographical levels are subject to big
statistical fluctuations) and it is considered reasonable to
expect this level of growth across the City Region over
the next 3 years.

» Reduce those on out-of-work benefits, because if less people
are on benefits there is less drain on the City’s resources.

0 There has been significant improvement (0.8%) over the
past 12 months, relating to rapid job growth as
businesses reconstitute their workforce post recession.
This is higher than the target which had been set within
the LAA (which was between 0.5 and 0.7%). More
modest improvement can be expected over the next few
years, with a 0.5% increase per annum increase being a
challenging but realistic target.

= Increase the numbers of young people working and living in the
City, because young people are the drivers of the future
economy.
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o Sunderland’s population has experienced an 11.8%
reduction in the 15-29 age group since 1991, which is
more severe than both national and regional declines.
There are several indicators of improvement for this
target, including population and NEET statistics. There is
currently no single specific performance measure to use
for this outcome, rather a combination of measures that
taken together, can demonstrate a positive impact.

= Narrow the gap between the priority neighbourhoods’ and the
City average, reducing overall workless rates in the priority
neighbourhoods, because this will bring more people out of
poverty and help bridge the poverty gap.

0 The LAA set a target of a reduction of the number of
people claiming out-of-work benefits in the worst
performing areas, by 0.9%. As the economic situation
worsened during the recession, this was revised and
expressed in terms of minimising the extent of
deterioration. Taking past experience into account and
recognising that we will not have the benefit of WNF
interventions,