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1. Purpose of Report

1.1 This report outlines the potential impact of the EU referendum result on the funding allocated to
Routes to Work (RtW) Ltd.

2. Background

2.1 Routes to Work − EU Funded Programmes

The Performance Monitoring Report for Routes to Work Ltd was presented to the Committee
on 16 November 2016 and this follow up report was requested, given the EU funding that the
company is currently allocated to deliver its services.

The Service Level Agreement with RtW for EU funded programmes allocates £2.494 million to
the company for 2016/17 of this allocation 46% (1.154 million), is from the European Social
Fund. Overall income of £3.684 million is expected by the company in 2016/17, which includes
funding from non EU funded programmes such as the City Deal Working Matters Project, the
Employability Fund and the Single Work Programme. Therefore, the EU funding expected by
the company this year is 31% of total income.

Organisations in the West of Scotland have been major recipients of EU funding for many years
and this support has principally been used to support the economic and social regeneration of
the region. Levels of EU support, in particular EU structural funds, have declined somewhat in
more recent times as the EU has re−orientated the structural funds budget towards central and
eastern Europe.

EU funding operates in 6−7 year cycles and the current cycle runs from 2014−2020. In 2015 the
Scottish Government communicated notional allocations to local authorities delivering
employability support. North Lanarkshire has been allocated £3.5 million for Pipeline
employability activities and £5 million from the Youth Employment Initiative from 2014 —2018.
Both these programmes received offers of grant in 2016 and contracts are in place for their
delivery. A further notional allocation of £3.5 million is allocated from 2019−2020 for
employability activity from EU funds and these are not yet contracted.

Following the referendum there was widespread concern across the UK about the extent to
which monies allocated to 2014−20 EU programmes would be able to be accessed but the UK
and Scottish Governments have stated that those projects under contract by September 2016
would receive funding.



3. Considerations

3.1 Brexit Timeframe
The UK Government has stated that Article 50, triggering the process of leaving the EU, will be
invoked in March 2017 which would give the earliest possible separation date as April 2019.
The current North Lanarkshire contract for the delivery of EU funded employability services
runs until December 2018.

In relation to the Agricultural sector the UK Government has guaranteed their allocations under
the Common Agricultural Policy until 2020, even if the separation date is earlier. Informal
discussions with Scottish Government colleagues indicate that they have considered putting in
place the processes necessary to accelerate the commitment of the second phase of EU funds
for the 2019−2020 allocations with a guarantee of funding until 2020.

3.2 Employability Services post EU funding

At a minimum there will be EU funds until the end of 2018 and given the timescale to financially
close programmes this will undoubtedly take contracts into March 2019. The challenge of
delivering employability services in the absence of EU funds has been faced a number of times
by the Council and RtW, usually caused by the uncertainty over the amount of funding that may
be available or by slow implementation of programmes between cycles of funding.

For RtW the implications that there may be a significant reduction in funding available to deliver
employability services and the organisation has, over the years, proved adept at ensuring that
budgets are tailored to the needs of their service. As was demonstrated by the Performance
Monitoring Report presented to Committee on 16 November 2016, RtW is an organisation that
has developed the experience and capacity to deliver differently funded projects, with different
outcome measures and timescales for delivery, and this experience and capacity will be used
to plan for post EU funding in conjunction with the Council.

Given the forthcoming devolution of employability services to the Scottish Government and its
planned introduction of a three to five year £32 million per annum programme in April 2018,
there will be opportunities to secure funding for employability services in North Lanarkshire and
these will be explored along with any other programmes introduced.

Of course it may be that the UK and Scottish Governments seek to replace some of the EU
funds with domestic funding for the same purpose but there is no guarantee of the scale of that
or whether they would prioritise areas such as North Lanarkshire.

Lastly, the employability services funded by the Council are under ongoing scrutiny to ensure
that they meet the aim of supporting unemployed residents to join the labour market in a
manner which is tailored to their needs and to the needs of local employers. These services
have been adapted or been redesigned over the years to meet the Council's aims and this
process has often occurred in periods of uncertainty. In this situation there is at least a dgree
of certainty, in that the Council and RtW know, at a minimum, when the funding landscape will
alter.

RtW has consistently demonstrated prudent, responsible and effective governance
arrangements and this policy change will be dealt with by the company within those processes.
In addition there will be an ongoing dialogue with the Council to ensure that post EU funding
employability services reflect the demands of North Lanarkshire's communities and provide
value for money.



4. Recommendations

Members are asked to:

(i) Note the information provided on the implications of the EU referendum result on
Routes to Work; and

(ii) Request that further information on the impact of Brexit on North Lanarkshire
Employability Programmes be included in future monitoring reports regarding Routes to
Work submitted to Committee.
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