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Purpose of Report 

The purpose of this report is to provide Committee with a further update on the 
Department of Work and Pensions procurement of Flexible New Deal provision following 
on from the report presented to Committee in March 2009. 

This report will provide detail on the announcement of preferred bidders for Flexible New 
Deal and the implications for delivery of Flexible New Deal in North Lanarkshire. 

The report will further seek approval to enter into a contractual relationship with one of 
the preferred bidders, The Wise Group, to deliver the Flexible New Deal in North 
La narks h i re. 

Background 

As part of the In work, better off green paper published in 2007, the Department of Work 
and Pensions (DWP) proposed to reform the welfare system for job seekers. The new 
system, which will include personalised support from specialist providers from the public, 
private and third sectors, will replace the current New Deal programmes for young 
people and unemployed adults. 

The aim of the Flexible New Deal is to provide greater support to job seekers while 
strengthening the requirements for all those claiming Job Seekers Allowance. The 
Flexible New Deal is a staged model where Jobcentre Plus will, in most cases, provide 
support to all new job seekers. Individuals, who have still not found employment within 
12 months of their initial claim, will be referred onto a local provider. This organisation 
will provide personalised, more intensive support and be financially rewarded at certain 
milestones for achieving and sustaining an employment outcome for the individual. 

A key aspect of Flexible New Deal is the way in which the Department of Work and 
Pensions will procure delivery services. Large multi-million pound contracts have been 
set up covering large regions, often covering multiple local authority areas. For the 
current phase of procurement, two contracts have been let for an area covering 
Edinburgh, Lothian and Borders; Lanarkshire and East Dunbartonshire; Ayrshire, 
Dumfries and Galloway; Inverclyde. (1 3 local authority areas). 

Two large “prime” contractors have been appointed to manage and deliver the contract 
across the entire delivery area. The two “primes” are responsible for developing the 
delivery of Flexible New Deal programmes locally. This has resulted in “primes” 
delivering directly in some areas or sub-contracting to existing local organisations in 
others. 
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3. Local implications of Flexible New Deal 

3.1 The North Lanarkshire Partnership decided in Autumn 2008, to engage with potential 
Flexible New Deal prime contractors, with a view to delivering as a sub-contractor 
locally. The partnership pursued this approach in order to minimise the risk of a "two 
tier" employability service being delivered in the area. 

3.2 In order to avoid the scenario outlined above, North Lanarkshire Council and Routes to 
Work Ltd submitted joint bids to become sub-contracting organisations in North 
Lanarkshire. This would ensure that the partnership approach can be maintained and 
also offer resources which can be used to enhance the service offer in the future. 

3.3 A shortlist of ten organisations was selected by DWP for the prime contract, ranging 
from those who currently deliver employability services in the contract area to others that 
are new to the UK market. Regeneration Services proceeded to agree, in principle sub- 
contracts with five of those organisations to deliver in the North Lanarkshire area. 

3.4 Prime contractors submitted full tender bids to the Department for Work and Pensions 
(DWP) in December 2008. As the full impact of the recession became clear in late 2008 
and early 2009, the DWP paused the tender process to allow the changing state of the 
labour to be factored into the process. Following this DWP has revised their estimate of 
client volumes for Flexible New Deal and set more realistic targets in relation to job 
outcomes . 

3.5 In June 2009 the DWP announced the results of the procurement process. The two 
prime contractors appointed to deliver the Flexible New Deal in Edinburgh, Lothian and 
Borders; Lanarkshire and East Dunbartonshire; Ayrshire, Dumfries and Galloway; 
lnverclyde are The Wise Group and Work Directions. 

4. Negotiation Process / Delivery Structures 

4.1 As part of our pre-contract negotiation process with all bidding prime contractors we 
reached a delivery agreement with five of the ten bidding organisations. The Wise 
Group were one of the organisations that we had reached delivery agreement with 
however Work Directions were not. 

4.2 Following the contract announcement we have entered into a protracted negotiation 
process with The Wise Group to agree on the delivery model for North Lanarkshire in 
terms of our contract allocation, funding structure and delivery processes. 

4.3 Our original delivery agreement with The Wise Group involved North Lanarkshire 
Council / Routes To Work Ltd delivering 25% of The Wise Group contract in North 
Lanarkshire equating to 4000 participants over the 5 year delivery period. In terms of 
potential contact value this equated to f4.3m. 

4.4 Following negotiation we have increased this to an estimated 40% of The Wise Group 
contract allocation for North Lanarkshire equating to 6381 participants over the 5 year 
delivery period. In terms of potential contract value this equates to f6.9m. 
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Our revised offer was based on the Council / Routes to Work delivering FND from 
Coatbridge and Bellshill given that RTW have a presence in those areas. Upon 
consideration we concluded that our preferred delivery area was Airdrie and Coatbridge 
which effectively services the Airdrie Jobcentre district. The Wise Group were unwilling 
to contract out this much of the contract therefore their compromise position is Airdrie 
(4047) / Cumbernauld (1868) / Shotts (467) from one location in Airdrie Town Centre. 
These premises will be secured by Routes To Work Limited and will be used to deliver 
FND provision to the contracted areas. There are clear added benefits in delivering from 
one location as well as the wider benefits of a RTW presence in the heart of another 
town centre. 

In terms of delivery structures North Lanarkshire Council Regeneration Services will be 
the contract holder with Routes To Work Limited as our strategic delivery partner 
providing the majority of the service delivery to the FND client group. As the contract 
holder we will receive income from the Wise Group upon achievement of specified 
milestones. In addition we will be required to enter into a Service Level Agreement with 
Routes To Work for the delivery of FND service provision over the contract period. In 
order to facilitate the implementation of FND in North Lanarkshire it will be necessary to 
provide Routes To Work Limited with a funding allocation of up to f907,577 that allows 
them to secure the necessary premises, staff and delivery tools to deliver FND service 
provision from October 2009. 

This funding allocation will be funded from the Wise Group income and equates to the 
maximum available staffing, premises and delivery costs to ensure FND delivery for the 
first 18 months of the contract. The terms of the financial allocation to Routes To Work 
will closely mirror the terms agreed between North Lanarkshire Council and The Wise 
Group to ensure that the Council is not exposed to any financial risk in the execution of 
this contract. 

Sustainability implications 

In preparation of our position appropriate professional advice within the Council has 
been, and will continue, to be sought to ensure full consideration of the financial and 
legal implications. 

The contract will be closely managed to ensure that associated financial risks are 
minimised and that revenue return for the delivery of employability services is 
maximised. Entering into an outcome based contract does expose the Council to some 
financial risks if the level of performance of key milestones are not achieved. However 
this risk will be mitigated by close financial control of the budget in consultation with 
Finance at regular intervals. There is necessary scope within the contract to ensure that 
the Council are able to renegotiate or ultimately terminate the arrangement should 
delivery become financially unviable. 

Conclusions 

The emergence of Flexible New Deal and the manner in which it’s delivery has been 
procured by the DWP has presented many challenges to the Council in terms of 
ensuring that we are best placed to deliver a contract of this scale while achieving the 
very ambitious performance targets that have been set. 

We have a long history of working in partnership with The Wise Group both as the 
contract holder and as a sub-contractor. Our relationship is well developed and it is 
considered that the contract agreement that we have reached presents an opportunity 
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for North Lanarkshire Council to build upon our successful track record in delivering 
employability services to our residents. 

While it would have been our preference to deliver Flexible New Deal across the entire 
North Lanarkshire area, the compromise position that we have agreed at 40% presents 
an excellent opportunity to test our FND delivery model against both The Wise Group 
and Work Directions. 

Recommendations 

It is recommended that Committee: 

i> note the content of this report and the implications associated with the revised 
volumes and associated financial and delivery structures. 

ii) homologate the approval given by the Head of Regeneration Services to enter 
into a contractual relationship with The Wise Group to the value equating to an 
estimated f6.9m for the delivery of Flexible New Deal in North Lanarkshire 
between October 2009 and September 2014 in consultation with the Chief 
Executive and Convener. 

iii) authorise Regeneration Services to provide Routes To Work Limited with the 
necessary funding allocation up to the value of f907,577 to allow the 
implementation of Flexible New Deal for the initial 18 months period between 
October 2009 and Match 201 1. 

iv) note that further reports will be submitted to Committee updating on the 
performance of Flexible New Deal in North Lanarkshire. 

v) note that further reports will be submitted regarding any staffing implications for 
Regeneration Services associated with the delivery of this contract. 

lijik2L~LbQ aureen McCo achie 

Head of RegenGation Services 

Local Government Access to Information Act: for further information please contact Fraser 
MacKenzie, telephone 01 236 638941. 
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