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Executive Summary

The purpose of this report is to provide members with an updated report further to that
submitted to Committee in July 2017, on the potential impact of the EU referendum on EU
funding allocated to Routes to Work Ltd (RTW). The report provides information on the
current EU funding commitments made by the Scottish Government, potential future
commitments based on current UK Government communications and the possible impact of
Brexit on the economy which could impact the work of employability partners generally,
including Routes to Work Ltd.

Recommendations

The ALEOs and External Bodies Monitoring Sub−Committee is recommended to:

(i)

(ii)

consider and note the contents of this report; and

request that further information on the impact of Brexit be included in future
monitoring reports to Committee regarding Routes to Work Ltd.

Supporting Documents
Council
Business Plan RTVV principally supports employability actions within the
to 2020 'Improving Economic Opportunities and Outcomes'

corporate priority and is a key contributor to the Business
Plan Action to "Promote and provide supported options to
reduce unemployment and underemployment." The charity
also makes a contribution to 'Improving the Council's
resource base'.
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Background

Since the previous report to Committee a number of new factors have come to light
which could affect the availability of EU funds, even after the now confirmed date of
Brexit as 29 March 2019.

The current North Lanarkshire contract for the delivery of EU funded employability
services runs until December 2018. A notional allocation of £7 million was assigned
to North Lanarkshire over the period 2014−2020 to be delivered in two phases. The
current phase 1 contract in operation from 2015−2018 has £3.5 million of EU funds
allocated with £3.5 million available for phase 2, which the Council would apply for in
2018 and operate into 2020 or beyond dependent on level of spend. These plans
were put in place by the Scottish Government in 2014 prior to the announcement of
the EU membership referendum in February 2016. At the time of the last
Committee report the Scottish Government had committed to fund phase 1 contracts
to their end date. Since that time the UK Treasury has indicated that finances
legally committed to deliver EU funding prior to 29 March 2019 would be
guaranteed.

In relation to Routes to Work the previous report indicated that £1.15 million, 31% of
the organisation's income came from EU funds in 2016/17. In 2017/18, £1.2 million
of EU grants will make up around 35% of the organisation's projected income.

2. Report

2.1 Scottish Government EU Funding Review

A major review planned by the Scottish Government of EU funding in Scotland in
2018 was brought forward to 2017 due to a number of factors. Key factors were the
decision on Brexit, changes in the labour market since the programme was
designed, i.e. a 68.2% fall in unemployment across Scotland (the figure for North
Lanarkshire being 70.5%) since 2012, and underspends across the programme due
to its late start.

In August 2017 as a result of this review the Scottish Government proposed a
number of actions to be agreed with the EU and UK Government by the end of 2017
to allow the continuation of projects past 29 March 2019 and to ensure all funding
allocated is absorbed, namely:

(i) Lead Partners to be allowed to re−profile their phase 1 finances and move their
underspends past their agreed end date. The timescale for getting this
completed is by early 2018. Within this re−profile and extension other delivery
could be included. For example, the Council's EU funded Youth Employment
Initiative programme ends in September 2018 and this could be included in the
extended phase 1 programme.

(ii) A phase 2 application for the remaining allocation of EU funds to the area could
be made with a maximum end date of 2023, and would start as phase 1 ends.
These applications would have to be submitted, approved and accepted in 2018
so funding could be committed prior to 29 March 2019 to secure support from
the UK Treasury Guarantee.



2.2 Brexit Implications

While the implications of Brexit are wide ranging there are two aspects which are
clearly facing local authority employability services:

− The ability of local authorities to secure external funding to deliver employability
activities, and;

− The impact of Brexit in terms of the performance of the local economy.

In terms of funding as a substitute for EU funds, the UK Government has committed
to setting up a UK wide 'Shared Prosperity Fund'. No other information is available
on this though the UK Government has indicated a consultation on this is imminent.

In terms of the impact on the economy any projections are highly speculative in view
of the uncertainty as to the nature of Brexit, however recent publications from the
Fraser of Allander Institute and the London School of Economics both predict the
average effects to be negative with regional variations dependent on the presence
of sectors that will be most affected. The London School of Economics report
itemises the variation in every local authority area in the UK and predicts a decrease
in North Lanarkshire of between 1.2 − 2.2% in terms of the value of goods and
services produced in the area. This decrease may have an impact over time on
employment levels and therefore lead to increased demand for employability
services.

2.3 Implications for Routes to Work

For Routes to Work the implications are 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. Routes to Work 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.

In addition, 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 redesigned over the years to
meet the Council's aims and this process has often occurred in periods of uncertainty.
The current service will also be adapted to reflect future funding levels and provide
value for money as well as provide a service which meets the needs of the Council to
deliver a quality service to unemployed residents within our communities.

The challenge of adapting services to a dynamic external funding environment is one
that Routes to Work and the Council's Employability Services have been facing since
they were established and this challenge will again be managed prudently and
effectively in consultation with Members, other Council services and key
stakeholders.



3. Implications

3.1 Financial Impact

No impacts from this report.

3.2 HR/Policy/Legislative Impact

No impacts from this report.

3.3 Environmental Impact

No impacts from this report.

3.4 Risk Impact

Risks associated with this project are included within the Education, Youth and
Communities register as well as within the Routes to Work Risk Register.

4. Measures of success

The impact of Brexit on Routes to Work Ltd services and income will be managed in
an organised and structured manner to reflect future service and organisational
needs.

Lizanne McMurrich
Head of Education (South)


