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Executive Summary

There is substantial evidence to support the integration of sport and leisure as a core frontline service:

· Education and learning

· Community Well-being

· Personal development

· Health and social care

· Business benefits

· Economic and employment

· Enhancing sporting performance

· Social cohesion

· Environmental sustainability

There is an opportunity to develop a new concept of integrated local services in Newcastle linking sport and leisure services with other public services such as education, health, social services, housing and environmental services in a new system of neighbourhood management.

It would require the city council to devolve a degree of political power within a strategic corporate framework. It also requires a degree of decentralisation of the management and operation of services to the neighbourhood level, operating within a corporate strategic management framework, which values local decision making and local ownership

Reform, re-engineering and change management will require a mix of skills and resources to achieve organisational change, strategic planning, the redesign of some sports and leisure jobs, innovative funding packages, more inter-agency cooperation and support for community organisations.

The government is encouraging decentralisation and ‘new localism’ and whilst there is common cause with part of this agenda, there is certainly no consensus on the objectives and organisational models. There is a very real danger of the appropriation of political language and public service concepts to further more privatisation and marketisation of the public sector. Many of the ideas are not only ill-considered, lack substance but are also silent on the consequences for the future of local government. They promote an extreme model of ‘enabling government’ in which the city council would become virtually a shell organisation. 

An assessment of the performance of leisure trusts in England and Scotland with in-house services in comparable local authorities shows clearly that in-house services have a better level of performance than trusts. Furthermore:

· Some trust contracts have been reduced in length and retendered. 

· Savings from NNDR and VAT have not been adequate to fund the required level of investment to stem the decline in the leisure infrastructure;

· Virtually all additional investment has come from government and public sector funding available to local authorities. 

· Trusts status has not attracted additional investment of any consequence other than the savings claimed from NNDR and VAT.

· Local authorities are being forced to consider PFI/PPP and other forms of privatisation in order to obtain capital investment.

There is clearly no financial advantage for the city council in establishing a Leisure Trust to access PFI/PPP finance. Ironically, the city council would be in a much stronger position to access PFI/PPP finance without a leisure trust.

The Risk matrix examines service integration, finance, democratic accountability, employment, change management, community participation and organisational structure and culture. It shows that there are considerable risks with a trust option.

Recommendations

· The city council should adopt a new strategy to achieve service integration at neighbourhood level by establishing system of neighbourhood management. Sport and leisure management must be treated as a core frontline service.

· The city council should retain sport and leisure services in-house. A Leisure Trust option should be rejected.

· A longer term strategy and vision for sports and Leisure in Newcastle should to be developed in parallel with service integration and neighbourhood management proposals.

· The city council should maximise use of Section 106 agreements to improve existing sport and leisure facilities and to obtain new facilities in Going for Growth and other regeneration projects.

Introduction: 

The City Council commenced a Leisure Services Options Appraisal in July 2002. A report to Cabinet referred to the city council’s “ability to deliver leisure services to the standard desired both by service deliverers and service users” and the resource constraints which limit renewal and replacement of facilities (Leisure Services Options Appraisal, Report to Cabinet, 29 July 2002).

Five service delivery models were identified for appraisal:

· Continuation of direct provision

· Leisure Trusts or NPDO (Non-Profit Distributing Organisation)

· Private Sector Partner (PPP)

· Private Finance Initiative (PFI)

· PPP/NPDO Hybrids

A project Team was established to undertake the appraisal. Their remit was to identify whether a case exists for change and to identify the model best able to meet the Council’s responsibilities and objectives.

A subsequent report to Cabinet in December 2002 concluded that “continuation of the present financial strategy will result in further deterioration and decline in the scale and quality of service provision” (Leisure Services Options Appraisal, Report to Cabinet, 18 December 2002). It concluded that there was a case for change and recommended that two options be subjected to further evaluation including non-financial consequences, such as accountability and employment issues. The options selected for further investigation were:

· In-house/hybrid

· Leisure Trust or NPDO

This report was commissioned jointly by Newcastle City Council and Newcastle UNISON and GMB branches. It has been developed with the close co-operation of the Director Cityworks and the General Manager of Leisure Services.

We wish to thank the many officers, staff and shop stewards who provided information and for briefings during visits to many sports and leisure centres.

Newcastle Leisure provision

The city council provides in partnership with other agencies the following facilities and services:

· 6 Swimming Pools, 7 Sports Centres and City Hall. (Newcastle Leisure)

· Specific sports development and related schemes e.g. swimming, outdoor activities, cricket, football, tennis and rackets.  Physical Activity Programmes and Asylum Seekers project.  (Sports Development)

· Annual events, festivals and campaigns.

· Over 3,000 acres of formal and countryside parks, playgrounds, playing pitches and nature reserves.  This large resource is complemented by our Parks and Countryside Training Scheme and Rangers Service, Allotments, Bowling Greens and Clubs and of course the Town Moor.  (Parks & Countryside)

· Support to 60 building-based community organisations that provide a range of mainly recreational services targeting pre-school children, children and young people and older people.  (Community Facilities)

· Citycard - The City Council’s Leisure Discount Card with a current membership of 23,235.  (Community Facilities).

· Co-ordination of the City’s overall approach to fulfilling sports and recreational needs, ensuring that these are included in the City Council’s policy and priorities and new urban initiatives.  (Policy Research & Development)

(Leisure Services, Draft Divisional Strategic Service Plan, 2003-04)

The Leisure Services Division of Cityworks had gross income of £14.83m in 2002/03, offset by income of £6.97m thus requiring a revenue budget of £7.86m. The Division has been forced to make budget reductions totalling over £1m in the last five years. The capital programme in 2002/03 was just over £9m incorporating a range of funding sources including the Heritage Lottery, Sport England, DfEE and SRB. The Division employs 518 staff and a much larger number of people are involved through partnership organisations.

Newcastle Leisure has 6 divisions:

Newcastle Leisure

Parks and Countryside

Community facilities

Sports Development

Policy, Research and development

Central Support

Part 1

The case sport and leisure services

Introduction

This section makes a detailed case for sport and leisure being treated as a core frontline service. It also makes the case for sport and leisure being closely integrated with other frontline services in a new system of democratically accountable neighbourhood management.

This report focuses on sports and leisure services provided by the city council but it is important to adopt a holistic approach for the sport and leisure infrastructure. The city council’s facilities and services are part of a diverse range of facilities which includes a rich diversity of voluntary sector clubs and organisations in addition to private leisure facilities. There is also a diversity of different types of facilities and spaces for all age groups serving different purposes and interests. They include:


Sports and leisure facilities

School Physical Education

School Sport

Community leisure

Play

Playing fields

Youth work

Urban spaces

Corporate policy priorities

The city council’s six Corporate Policy Priorities are:

Educational achievement

Tackling youth and long term unemployment

Community regeneration

Improving the local environment

The city as regional and culture capital of the North East

Children and families

The proposals for the future of sport and leisure services are highly relevant for all six corporate priorities. The future organisation of sport and leisure services will determine the extent to which these activities and services will contribute towards implementing these priorities.

The Newcastle community plan has three key objectives – creating a cohesive, cosmopolitan and competitive city. Sports and leisure can make a significant contribution to achieving these objectives:

Cohesive

Local provision

Wide range of facilities and services to meet diversity of community needs

Accessibility for all reducing inequalities

Minimising travel and congestion

Increasing community identity and ownership

Contributing to sustainability and reducing/minimising negative environmental impact

Cosmopolitan

Range of up to date quality facilities providing which are easily accessible at reasonable cost

Adaptability and integrity of service to monitor developments to meet community needs and aspirations rather than short term commercial interests.

Competitive

Provides facilities to promote competitive sport and recreation and encourages team and individual development 

Facilities to hold major sporting events 

Why sports and leisure services are a core frontline service

There can be little dispute that sports and leisure services are vital citywide and community services. They play an important role in enabling people to live their lives, how they remain healthy and the range of activities and quality of facilities are important in attracting visitors and for people coming to live in the city. By definition they are frontline services and have a key role in the delivery of other core services such as housing, education and social services. 

Sport and leisure services are not a statutory service in the same way as education, housing and social services where local authorities have legal obligations. However, this should be regarded as a mere technicality and should not affect the relative importance of sport and leisure services in core frontline service provision. 

There are 10 key reasons why sport and leisure services must be treated as a core frontline service. These are summarised in the chart on page 6 and more fully explained in the following section. The 10 headings are:

· Education and learning

· Community Well-being

· Personal development

· Health and social care

· Business benefits

· Economic and employment

· Enhancing sporting performance

· Social cohesion

· Environmental sustainability

· Integrating PE and sport with other public services

Chart 1: The case for Physical Education, Recreation and Sport and 

their integration with local public services

                                                                                                       



                                                                                      


Education and learning

The government believes that PE and sport in schools is essential to improve:

· pupil concentration, commitment and self-esteem - leading to higher attendance and better behaviour and attainment;

· fitness levels – active children are less likely to be obese and more likely to pursue sporting activities as adults, thus reducing the likelihood of coronary heart disease, diabetes and some forms of cancer;

· success in international competitions by ensuring talented young sports people have opportunities for training and competition.

Studies in several countries have highlighted the potential impact of the sports-education linkage. A Cabinet Office study into the strategies needed to implement the Government’s sport and physical activity objectives reported that British studies had concluded that:

“- sport may have direct or indirect impacts on cognitive, emotional and motivational development which may lead to improved academic performance.

- sport can be used to attract under-achieving students to educational programmes.” 

(Cabinet Office , 2002)

The Qualifications and Curriculum Authority (QCA) launched a three-year education and school sport project in March 2001. “The project encourages schools to develop strategies to see the effectiveness of PE and school sport. The preliminary findings show that PE and sport can bring about improvements in student behaviour, achievement, attainment and attendance. The key finding of the project is that PE and school sport ‘make a difference’ (www.qca.org.uk).

Remarkably, there is only a brief reference to PE and sport in Newcastle LEA’s Education Development Plan. PE and sport are not mentioned until page 66 with a statement about an ambitious programme of PE and sports curriculum and facility development “to increase pupils’ involvement and enjoyment in physical activities as a basis for a healthy, active lifestyle” (LEA, 2001). Other LEA strategic plans including the Social Inclusion Policy and The Strategic Role of the Education Service make no reference to PE and sport. The LEA vision for partnership and regeneration refers to the developing “full service schools in the belief that they will raise attendance and cut truancy in the short term, and that the multi-agency approach and increased community involvement will raise educational attainment in the medium term” (LEA, 2001). 

This lack of recognition of the important role of PE and sport in education and the responsibilities of the LEA and individual schools is surprising because the Education & Libraries Directorate has become a significant provider of new school-based sports and leisure facilities. This role is expanding via PFI and NOF funded projects. 
The government has a PE, School Sport and Club Links strategy based on eight programmes to invest £459m between 2003-2005. This is in addition to a £686m investment in school sports facilities. The eight programmes are:

· specialist sports colleges (400 schools by 2005)

· school sport co-ordinators and partnerships (400 partnerships by 2006 plus 3,200 co-ordinators in secondary schools and 18,000 primary and special school link teachers by 2006)

· gifted and talented

· PE and school sport improvement programme

· Step into sport

· Professional development

· School/club links (guiding young people from school to clubs focusing on seven sports – tennis, cricket, rugby union, football, athletics, gymnastics and swimming.

· swimming

Personal development

Participation in physical activity and sports can encourage the development of self-esteem, provide new interests and new social networks with a reduction of a sense of social isolation. Studies have also demonstrated that physical activity can also improve a person’s physical and mental health and quality of life (Cabinet Office, 2002).

Community well-being

The contribution of sports and leisure facilities and activities to community well-being takes several forms.

· More choice of local facilities providing a wider range of activities and sports, bigger range of facilities for community events, and increased community identity and sustainability. 

· A potential to increase community safety by reducing crime and anti-social behaviour. There is a dearth of research evidence to support a direct connection between involvement in sports activities and reduced levels of crime although some projects have achieved reduced levels of drug-taking and antisocial behaviour.  

· There are also community benefits from sport and leisure projects by enhancing economic regeneration and creating employment.

Health and social care

The positive benefits of physical activity have been identified in several research studies (LGA, 2001 and Cabinet Office, 2002). Clinical evidence and international medical research shows that regular moderate activity reduces the risk of:

· Obesity (by ensuring an adequate energy balance). Obesity costs the UK economy £2bn every year. It costs the NHS £500m annually;

· Cardiovascular diseases and the development of high blood pressure;

· Some forms of cancer;

· Non insulin-dependent diabetes;

· Strokes

· Osteoporosis and osteoarthritis.

(Cabinet Office, 2002)

Evidence shows that the greatest health gains can be obtained by encouraging those with sedentary lifestyles to take regular low level of general physical activity. Local authorities and Primary Care Trust’s have a key role in the National Service Framework for Coronary Heart Disease in delivering programmes to increase physical activity and reduce obesity.

There is also evidence that participation in physical activity contributes to mental health “having a positive effect on anxiety, depression, mood and emotion, self-esteem, cognitive functioning and psychological dysfunction (LGA, 2001).

The total cost of physical inactivity has been estimated to be £8.2 billion per annum (£1.7bn for the NHS, £5.4bn for work absence and £1bn early mortality). On the other hand sports injuries also have a cost on the economy, estimated to be about £996m in 1989/90. But the substantial benefits of physical activity and sports significantly outweigh the extra costs of sports injuries.

Economy, employment and regeneration

Studies have demonstrated that increasing physical activity among the sedentary population will have substantial economic benefits by reducing medical costs – a US study estimated that $76.6 billion could be saved (LGA, 2001). This would have a knock -on effect with older people by delaying the time when they require social care.

Economic development: A good quality range of facilities attracts people who are relocating or migrating to the region into the city. They also contribute to attracting students to the universities. Sport and leisure services create employment and career opportunities providing an important access for young people leaving school, training and working their way up the leisure management ladder. 

Tourism: The planning of facilities should also take account of the important role of tourism for the city, particularly the quality and availability of city centre facilities. Whilst some hotels provide some fitness facilities, the provision of major sports facilities in, or close to, the city centre plays a significant role in attracting visitors on business, weekend breaks and so on. They also provide a basis for new and imaginative visitor packages which could have access to sports and leisure facilities as a key part of the promotion.

Going for Growth and regeneration: The inclusion of sports and leisure facilities will have a vital role in the success of regeneration strategies, particularly in attracting new residents.

Enhancing sporting performance

Physical activity and sport are essential for healthy lives and the city council has traditionally played a key role in the provision of facilities and encouragement of sporting achievement and upholding the North East reputation for sport achievement. Increased physical activity and sport participation is likely to increase the number of people becoming active at city-wide, regional, national and international performance levels. The vertical integration of sports strategies with training and support for those who are talented will be essential.

Social cohesion

The provision of sports and leisure activity can contribute to increased social cohesion by providing a focus for social activity, opportunities to develop new social networks which could reduce social isolation, reduce health and social inequalities and increase community identity.
Environmental sustainability

Improve physical infrastructure and open spaces. Reclaim more derelict land.

Higher levels of physical activity and participation will lead to increased use of facilities and for longer period thus preventing some of the environmental deterioration which takes place when facilities are not fully used.

Integrating PE and sport with other public services

The take-up of physical activity and/or sports participation does not fundamentally change the circumstances for those on low income, poor housing and unemployment or poor working conditions. In order to achieve the longer term benefits from increased physical activity, such communities require a service and social infrastructure to facilitate their continued involvement in physical activity and sport. This makes the case for integrated services even stronger, for example, the availability of creches, good public transport, multi-service centres and work-life balance to provide family and social support.

Business benefits

The economic value sport and leisure is very significant. UK consumer spending on sport and leisure was estimated to be £13 billion in 1998. The sector employed 437,460 people (1.6% of the total workforce).

There are clear benefits for business. A healthier workforce will mean fewer sick days, better attention span, increased productivity and fewer accidents at work. Business will also benefit from increased spending on sports and physical exercise clothing, equipment and related goods. Sporting events also provide business with more opportunities to demonstrate corporate social responsibility in the community. 

The benefits to frontline services

The closer integration of sports and leisure services with other core frontline services has significant benefits for all services. These include:

· more effective services and community impact thus increasing likelihood of meeting objectives;

· shared costs should reduce unit costs;

· improvement in the quality of services and increased user/public satisfaction;

· better targeting of resources to meet local needs;

· joint planning to reduce duplication of effort and resources;

· increased performance and achievement of targets

Neighbourhood management and local service delivery 

There is an opportunity to develop a new concept of integrated local services in Newcastle. This would truly integrate sport and leisure services with other public services in the city such as education, health, social services, housing and environmental services. Publicly funded sport and leisure facilities and services have a vitally important role to play at neighbourhood level.

Neighbourhood management in Newcastle could achieve:

· increased democratic accountability, transparency and openness scrutiny with opportunities for genuine community, user and staff involvement in the planning, design and operation of sport, leisure and other services;

· strategic planning at city and neighbourhood level to address local needs and aspirations;

· local implementation of economic objectives such as more effective use of public money and increased productivity;

· local implementation of social and environmental objectives such as reducing inequalities and improving living conditions;

· local implementation of community well-being such as health, employment and increased sustainability through increasing the range of facilities, activities and choice;

· better integration and co-ordination of public services 

· increased funding for sport and leisure services and more effective use of public resources;

· the creation of stable and effective organisational structures with the capacity to deliver;

This is a radical and innovative agenda. The government has sponsored a number of neighbourhood management pathfinder projects, most of which are based on regeneration areas. They are characterised by large scale investment from SRB, EFS and NDC and stock transfers. Some also introduce the commissioning of services to the neighbourhood level resulting in further competition and outsourcing. Few have developed proposals for a system of citywide neighbourhood management in the way proposed in Newcastle. 

Service integration would be achieved by:

· more dual use of facilities and removal of the ‘ownership’ doctrine prevalent in most Directorates over the control and use of buildings and assets;

· Devolved management to centres which in addition to reporting within their division also report horizontally to Neighbourhood Assembly or Forum and to user organisations.

· Development of local multi-service centres;

· Establishment of joint teams and inter-agency working at neighbourhood level. 

This is substantially different model from the current fashion for ‘localism’ and other ‘third way’ types of decentralisation which tend to create separate organisations for services – see below..

Neighbourhood management in Newcastle requires the city council to devolve a degree of political power within a strategic corporate framework. It also requires a degree of decentralisation of the management and operation of services to the neighbourhood level, operating within a corporate strategic management framework, which values local decision making and local ownership.

The structure of democratic accountability and management structures at neighbourhood level and the relationship with Directorates and corporate coordination requires considerable further debate. It could focus on the existing seven Area Committees and include:

Neighbourhood Management Assembly, Committee or Forum

Neighbourhood Management Teams

Specialist Neighbourhood Forums for themes and cross cutting issues

User Committees at facilities

Establishment of multi-service centres and more extensive joint use of facilities.

Management principles

The city council has developed a set of management priorities:

· continuous improvement: striving to improve services to meet changing needs;

· social inclusion: making sure all citizens can access services to suit their needs;

· implementing Local Agenda 21: promoting sustainable development and protecting the environment;

· partnership and participation: encouraging people to get involved in decision-making and building partnerships;

· good stewardship: managing resources for the benefit of the city now and in the future;

· valuing staff: supporting staff so that they can do a good job for communities.

The management of sport and leisure services will require new working arrangements. The task will include:

· service delivery of facilities and activities based in schools and other educational premises

· service delivery in Newcastle leisure community based facilities

· coordination and support for voluntary organisations

· maximising funding and investment from all sources

· coordinating and integrating sport and leisure service delivery with other council services, particularly education, housing, environmental services, health and social services

· integrating the range of divisions and services within Newcastle leisure such as parks and countryside, sports development, community facilities and policy, research and development.

· the co-ordination of a diversity or organisations ranging from city council directorates, health organisations such as NHS Trusts, Primary Care Groups/Trusts to voluntary organisations and will have to negotiate cooperation with private sector leisure providers.

No one organisation can supply all sport and leisure services. This is a fundamental starting point. However, because there are a myriad of providers it is essential that sport and leisure services are better coordinated than they have been in the past. This must be a key part of the strategy: 

· maximising the benefits of existing facilities and services; 

· minimising inefficiencies and ‘turf wars’ and professional or organisational protectionism; 

· maximising investment; 

· creating a culture of co-operation and co-ordination in integrated service delivery

· city-wide planning of sport and leisure services and facilities

Management options

The current provision and management of sports and leisure facilities is divided primarily between Newcastle Leisure in Cityworks and the Education and Libraries Directorate. This is not ideal. Sport and leisure requires more effective citywide strategic planning and provision with improved coordination of different providers. It is not part of the remit of this report to examine how this is achieved in practice but only to note that there are four main options:

· Continued separate provision by Education and Libraries Directorate and Newcastle Leisure;

· A new organisation in either Cityworks which is responsible for managing all city council sports and leisure facilities or in Education and Libraries Directorate. 

· A new stand-alone organisation within the city council;

· A partnership structure consisting of Newcastle Leisure, Education and Libraries, NHS/PCTs, FE/HE, community organisations operating local leisure facilities, sports and leisure organisations and other non-profit providers.

Reform, re-engineering and change management 

A mix of skills and resources will be required in the change management process to achieve the objectives of improved frontline service integration and neighbourhood management. These include:

· Organisational change: creation of a more unified services currently delivered by Newcastle Leisure and the Education and Libraries Directorate.

· Strategic planning of sports and leisure services: vision and long term plan and which provides a framework for citywide and neighbourhood facilities.

· Integration and coordination of sports and leisure services with other frontline services: 

· Redesign of some sports and leisure jobs: better service integration, joint funding regimes and changes to meet neighbourhood needs could lead to the need to redesign some working practices and job descriptions. This will require skilled negotiations between managers, human resource staff and trade unions.

· Innovative projects and funding packages: ability to develop new projects, learning lessons from other authorities, using both internal and external funding sources. 

· Inter-agency cooperation: ensure greater involvement of other public bodies and agencies which can make a contribution to sports and leisure services including cooperation with wide range of voluntary organisations.

· Support for community organisations and involvement at neighbourhood and facility level: Maximising community participation, accountability and transparency will require a commitment to work closely with community organisations, trade unions and city-wide civil society organisations.

The Government’s modernisation agenda

There is already an extensive mixed economy in leisure with public, private and voluntary sector provision extending across the sector in Newcastle. The leisure sector is also built on partnerships between different providers, national and local sporting organisations, voluntary organisations and private facilities. 

There is no requirement that the city council should have a mixed economy for the delivery of its own service when one already exists in sport and leisure across the city.

Government policy to increase role of third sector

The government is encouraging decentralisation and supporting ‘new localism’ being promoted by business funded lobby organisations such as the New Local Government Network and the New Economics Foundation. The government has taken a number of initiatives:

· The formation of Foundation Hospitals

· Expansion of social enterprises and the social economy 

· Promotion of the Community Interest Companies model (currently at consultation)

· Continued privatisation of council housing to housing companies and RSLs

It is claimed that these initiatives represent the ‘rebirth of popular socialism’ and will cause a ‘revolution in common ownership’. 

Appearance of a common agenda is false

The advocates of new ‘localism’ and ‘community ownership’ claim that there is a common agenda defined by the need to revolutionise access through e-government, to empower consumers by giving them power to switch contractors or providers, to re-engineer business processes, improve procurement and asset management and advance public-private service delivery vehicles. There have been several reports and pamphlets which extol the virtues of ‘new localism’ and decentralisation, mutualisation and empowerment, for example, Civil Renewal: A New Agenda’ (David Blunkett, Home Secretary) and ‘Communities in Control: Public Services and Local Socialism’ (Hazel Blears, MP and Minister for Public Health). 

Whilst there is common cause with part of this agenda, there is certainly no consensus on the objectives and organisational models being promoted by new localism. There is a very real danger of the appropriation of political language and public service concepts to further more privatisation and marketisation of the public sector. Many of the ideas are not only ill-considered, lack substance but are also silent on the consequences for the future of local government. They promote an extreme model of ‘enabling government’ in which the city council would become virtually a shell organisation. 

Firstly, increased participation in a series of new and separate ‘local’ organisations does not begin to tackle the democratic deficit within local authorities and other public sector bodies responsible for delivering public services. Most of the ‘freedoms’ attributed to new organisations are exaggerated and can be achieved within the public sector. Increasing voter turnout in local elections is unlikely to be sustainable if there is a simultaneous move to transfer services and democratic accountability to quangos with minimal public accountability. This will reduce the capacity of local government to plan and deliver services and undermine the objective of increasing voter turnout.

Secondly, collectively, these projects do not constitute a workable democratic framework for community participation and enhancement of accountability and transparency. They are based on myths about the level of community organising, peoples’ interest in being responsible for running services themselves when the vast majority continually express their desire for effective and quality services to be delivered by the local authority.

Thirdly, the organisational models which are promoted under ‘new localism’ are not designed nor ideally suited to generate and sustain wide community participation. Trusts and community interest companies are basically designed to manage assets and services. Sports and leisure services are already delivered by a myriad of providers in a fragmented network in need of better planning and coordination. The example of Foundation Hospitals is similar to the position of leisure trusts. The government is proposing to allow NHS Trusts to transfer to Foundation Hospital status as a key part of its ‘new localism’ agenda. However, they have been heavily criticised by the BMA, LGA, trade unions and other organisations because they:

· do little to restore local accountability of local authorities and public bodies as they focus on transferring responsibilities out of their control.

· undermine joined-up service provision by creating single service stand alone organisations with new sets of interests and organisational cultures.

· Fragmenting ‘elections’

· No real power to users, for example, Foundation Hospitals ‘may’ have patients on the Board and there will be no Patients Forums .

Fourthly, separate and fragmented organisations, under pressure from economic and social pressures, will inevitably begin a process of takeover and merger which is likely to consolidate power and influence in a handful of organisations.

Finally, the ‘new localism’ is reliant on the expansion of commissioning, competition, marketisation and the privatisation of public services. Rather than creating a new framework for democratic governance and community participation it will further embed corporate welfare. 

The problem is that genuine innovate projects often get caught up in the political spin of the day. In a free-for-all social economy where anything ‘new’ tends to be lauded as ‘innovative’ and ‘radical’ there are trends which could have substantial negative consequences. Many ‘new’ initiatives assume that they can expand by transfer of other council services. Many also adopt growth and diversification strategies which extend beyond their base neighbourhood into other areas and neighbouring local authorities. The advocacy of ‘social entrepreneurs’ accelerates and legitimates this approach as CEOs of third sector organisations they are frequently judged on their expansion and take-over plans. 

However, the longer term effect is to reduce the capacity of the local authority to deliver quality and joined-up frontline services. Yet as a statutory body the local authority ultimately retains the financial and political risk. There is evidence from some cities, for example Sheffield, that the third sector is gaining increasing control of inward investment from government grants and spending regimes with little democratic accountability. 

If the creation of a few separate organisations with limited local freedoms and accountability can achieve such fundamental change so easily then this would signal a new dawn for the economy! 

Why public service provision is important

Provision of sports and leisure facilities and services is a public services:

· requires a public subsidy to make it affordable

· requires high standard of health and safety and therefore training of staff

· it is a core means of identifying, training and promoting national athletes

The Audit Commission suggests that local authorities should ask the following type of questions about their role in the provision of sport and leisure services:

“Why are we committing expenditure and time on fitness centres and suites when the same facilities are a feature of private sector provision. 

What are we trying to achieve with or sport facilities and programmes?

Who are we trying to cater for and why?

Are we competing with the private sector or working alongside them?”

(Audit Commission, 2002)

Constantly challenging the basis of strategies and projects is vitally important. However, some of these questions are somewhat simplistic and is equivalent to asking why provide public education or council housing because there is private housing and private schools available.

Part 2

Future demand and changing needs

Introduction

This section summaries the current problems facing Newcastle Leisure and the likely future demand and changing needs for sport and leisure services in the city. It develops two potential future scenarios.

Analysis of current problems, strengths and weaknesses

The current provision of sport and leisure services in Newcastle suffers from a number of problems. The following is a short summary of issues raised during visits and meetings held in five leisure facilities involving managers, staff, shop stewards and the Centre for Public Services in May 2003.

· Fragmentation of the service with responsibility divided between Cityworks and the Education and Libraries Directorate.

· A lack of capital investment to repair and improve the older leisure centres;

· The cumulative effect of year on year budget cuts which could lead to spiral of decline and loss of confidence;

· Divisions within Newcastle Leisure are often operating separately, indicating a lack of co-ordination and joined-up approach;

· Capital finance increasingly available only through special programmes;

· Lack of integration of sport and leisure in core service planning and policy making;

Despite these drawbacks, there are many excellent facilities and services with committed staff.

Sport and leisure scenarios

The future can usefully be examined through the development of potential scenarios based on the consequences of current trends and policy decisions. The first scenario is based on a future system of neighbourhood management and integrated service deliver. The second scenario is based on the formation of a trust for the leisure facilities currently operated by Newcastle Leisure.

Scenario 1

Community and school based sport and leisure services are operated by a new division with devolved management and community participation at neighbourhood level. Council corporate policies and management ensure that sport and leisure are fully integrated with other public services. The previous division of responsibilities between Cityworks and Education no longer exists. The new service has built new sport and leisure facilities and improved the older centres by maximising funding regimes and Section 106 agreements in regeneration schemes.

Devolved management and community participation at neighbourhood level has led to vibrant community participation in sport and leisure planning, design and operation of facilities. More importantly, this approach combined with other community supported health, social care and other policies, has led to a significant increase in sport and leisure participation resulting in clear health benefits and generally improved community well-being.

Not only has this new approach increased capital investment but it has also successfully increased income through new partnerships and joint funding by the NHS, regional government, other council departments, public agencies and government funding regimes.

The first of several new multi-service centres have recently been opened. The Newcastle sport and leisure model has set new national standards and best practice.

Scenario 2

The city council formed a leisure trust to take advantage of NNDR and VAT savings. The trust manages the leisure facilities currently operated by Newcastle Leisure and includes sports development but excludes sports and leisure facilities in schools and the other division of Newcastle Leisure. Whilst the savings have been ring-fenced to carry out much needed repairs and improvement to the older leisure centres this has not generated sufficient resources to lift these centres out of the cycle of decline.

A two tier service has emerged because the trust manages the older leisure centres whilst most of the new sports and leisure facilities have been built in schools. Divided and fragmented responsibility of facilities led to a lack of corporate commitment to maximise the provision of new leisure facilities through Section 106 agreements. Although new facilities have been built in the East and West End Going for Growth areas they are mainly located in gated communities and are consequently primarily private clubs and centres with limited public access. There are also gaps in community provision with some areas well provided and others with provision below national standards.

The trust is examining its options as it is facing a difficult period operating ageing facilities whilst new facilities continue to expand at schools. The trust is seeking council support for a PFI/PPP for leisure services and is considering bidding for leisure contracts in Gateshead, North Tyneside and South Tyneside. Disputes between the trust and city council are common over the cause and responsibility of vandalism. 

The Trust is also seeking to change the secondment of staff agreement and to transfer staff to be under the direct employment of the trust. It argues that it cannot continue to deliver the required services with local authority pay rates and terms and conditions when private sector leisure companies operate with substantially lower employment costs. The trust believes it must directly employ staff if it is going to be competitive in bidding for leisure contracts in neighbouring authorities.

The city council faces a dual problem as owner of sport and leisure facilities. Whilst individual schools claim the credit for new facilities, the city council together with the trust, is criticised for its ownership of the ageing and increasingly inadequate facilities.

Impact of scenarios

Several issues arise from these two scenarios;

· A holistic approach is essential. This means integrating sport and leisure management with the provision of core services such as education, health and social care, housing, social services and regeneration. Creating new separate organisations is likely to re-establish the ‘silos’ which have been highly criticised for restricting the reform and modernisation agenda.

· The ability of the city council to give creditability, legitimacy and sustainability to community participation is more comprehensive than is generally possible through arms length organisations. This  is frequently under-estimated. A Trust can only deliver within the parameters of its remit to deliver sports and leisure services.

· The debate should not be simply about finance – capital or revenue – since there are also fundamental corporate management issues which must be confronted as a matter of urgency in order to address the future direction of sports and leisure management. Increasing revenue expenditure is only one part of this agenda.

· Establishment of a trust to manage leisure facilities using the NNDR and VAT savings as a tool for separating responsibility for leisure services will minimise the impact on the city council but fragment leisure services. The inclusion of sports development and other divisions in Newcastle Leisure will minimise fragmentation of leisure services but make the integration and co-ordination of frontline services more difficult.

· The separation of Newcastle Leisure facilities into a trust and the retention of in-house provision by Education & Libraries Directorate of the school based sports and leisure facilities will create a two-tier structure. With most new capital investment being channelled through schools, the existence of a two-tier leisure service will become increasingly starker.

Part 3

Assessment of the Trust model

Introduction

This section compares the performance of leisure trusts with local authority directly provided sport and leisure services. The analysis focuses on the overall performance ratings and the funding of investment in new and improved facilities.

Evidence that Trusts have not raised additional capital not available to the local authority

Audit Commission inspection reports were examined for eight local authorities of a similar size to Newcastle which had established leisure trusts mainly in the 1990s. Smaller district councils with leisure trusts were omitted from the analysis because they had far fewer facilities and usually have a different building age profile. Of the eight, six are well established trusts, one has recently been established and one authority contracted its leisure services to a trust from a neighbouring authority. Other similar sized local authorities which established Leisure Trusts in the 1990s, such as Sheffield and Hounslow, have either not yet subjected these services to Best Value reviews or had inspection reports published.

The Table below summarises the Best Value assessment of the 8 trusts.

Table 3.1: Summary of Best Value Inspections for Leisure Trusts

	Local authority
	Date Trust started
	Date of Best Value inspection
	Best value rating

	Bexley
	1996
	May 2001
	Fair one star service that will improve

	Bristol
	1997
	September 2002
	Poor no start service with uncertain prospects

	Greenwich
	1993
	November 2001
	Good two star service which is probably going to improve

	Islington
	1997
	June 2002
	Fair one star service that uncertain prospects

	Merton
	2000 operated by Greenwich Leisure Trust
	September 2002
	Fair one start service with uncertain prospects 

	Stockport
	2002
	August 2002
	Fair one star service with promising prospects

	Tameside
	1999
	September

2002
	Fair one star service with promising prospects

	Wycombe
	1997
	November 2001
	Good two star service with uncertain prospects 


     Source: Audit Commission Best Value Inspection Reports for each local authority.

The next section examines 8 leisure trusts in more detail focusing on their ability to carry out improvements and to fund new projects by raising capital over and above that which could be raised by a local authority.

Bexley: Trust formed in 1996 but council concluded that the preferred option to obtain investment was a PPP (ITN issued in September 2000) to build three new swimming centres, close three existing centres and for the PPP contractor to takeover the current Trust contract in 2002 notwithstanding the current contract running to 2006.

Bristol: Despite the fanfare surrounding the launch of the Bristol Community Sport (BCS) trust in 1997, the council’s Best value Review and the Audit Commission inspection in 2002 were a damning analysis of leisure services. Although BCS has invested about £1m since 1997 to improve facilities, “the investment has not been sufficient to make a significant difference to the overall quality” (Audit Commission, 2002). Leisure was described as a ‘service of two halves’ – poor quality facilities (managed by the trust) and innovative sports development (provided by the council). Although BCS had a 10 year contract the council decided to market test the service in 2004. BCS had recently been restructured leading to some job losses.

The council has prepared a five-year £40m investment plan for new swimming pools. The council will contribute £16m, financed from the proceeds of the sale of Bristol Airport, and it hopes to make up the difference from the sale of council owned land, Sports Lottery money, NOF funding, and PFI/PPP projects. Some new projects are underway, for example, the £2.8m Cabot Community Sports Centre (part funded by council, National Lottery and SRB money), the NNOF has allocated £4.1m to the council to improve school sports facilities, and the council has secured £1.9m from land sales and a Section 106 agreement for other facilities. However, the inspectors were critical because the city council spends less on sport and recreation per head of population than any other similar council in England, it has a poor record in attracting external finance, the investment plan is at an early stage of development with no other commited funds, and the council had made no commitment to finding the additional £500,000 annually required to operate the new facilities.

Greenwich: The service received a two-star rating, reporting high levels of user satisfaction. Total net spend on sport and recreation in 1999/2000 was £37.53, the fourth highest in London but with the fourth highest number of swims per 1000 population it had the second lowest net cost per swim. The council has successfully used SRB funding in regeneration areas along the Thames to build new facilities but there is a significant contrast with 1930’s facilities in the south of the borough. Similar funding is planned for a new South Greenwich Leisure Centre. Although two facilities opened at Coldharbour and the Valley the council leisure subsidy reduced by £1.8m over the same eight year period. The inspectors found shortcomings in the improvement plan – lack of customer focus, lack of challenge, few targets – but more comprehensive centre business plans and partnerships had been prepared which justified the ‘probably improve’ rating.

Islington: Trust established in 1997 and retendering started in 2000 with new contract awarded to Aquaterra Trust in March 2003. The original contract was £910,000 per annum to operate seven leisure centres but the new contract has been reduced to £750,000 per annum (an 18% reduction). The new contract commits the council to fund a £5m programme of major repairs and planned maintenance over ten years. The inspectors reported that the condition of some facilities was poor with considerable maintenance work required. The leisure improvement plan was still in draft form, resources were explored only in general terms and there was little corporate support for leisure services.

Merton: Leisure facilities are managed by Greenwich Leisure Trust on a seven-year contract which commenced in 2000 and received ‘a fair one star service with uncertain prospects’. The inspectors found that leisure was not a high priority, lacked political and financial commitment, had no written strategy, suffered from year on year budget reductions, had a £2.7m backlog of essential maintenance work, had poor performance management and there a lack of action plans. Greenwich Leisure Trust have submitted a proposal to invest £3m in the service but are demanding a contract to 2017. 

The shortage of facilities in Merton is being addressed not by the Trust or new forms of funding but by the sources available to the local authority including five new sports facilities at schools in a PFI project, a £903,000 New Opportunities Fund grant to the LEA for PE and Sport, and a sports hall at the new south-west London mosque which will be available for community use (a planning condition).

Stockport: The 3 year capital programme for Community services (sports development, parks and recreation services) is declining from £1.1m in 2001/2002 to just £186,000 in 2003/2004.

The leisure trust, established in 2002, has a five year £3.4m investment programme. However, the original investment programme was equivalent to about £2.3m over five years leaving a gain of £1.1m. Information is not available concerning the circumstances of the capital programme reductions and whether these decisions were taken in the knowledge of the planned NNDR and VAT savings created by the formation of a trust. The council’s main lesiure complex has been run by a private operator since 1993.

The council were heavily criticised by the inspectors for failing to carry out a rigorous challenge when setting up the trust and found no evidence of an options appraisal.

Tameside: The NNDR and VAT savings of £220,000 per annum have been ring-fenced to invest in leisure facilities since 1999. The inspection expressed concern that investment included improving or providing additional fitness suites in an already crowed market, yet found no evidence of community need or business plans. Sports development was excluded from the Trust leading to comments about the lack of a joined-up approach: “Staff commented to us that the service could be better co-ordinated if they all worked for the same organisation - this was a view expressed by some of the external partners as well” (Best Value Inspection Report, Tameside MBC, 2002). 

The council has accessed investment from all the usual sources plus it has a £15m Capital Tameside fund from the transfer of its housing stock which is directed to education, environmental and regeneration schemes. Performance management in the council was found to strong but poor in the trust. The ‘promising prospects’ appears to have based on some planned new facilities funded through the usual sources (ERDF, SRB and NOF) and a council commitment to carry out a comprehensive survey of indoor and outdoor sport and leisure provision.

Wycombe: The council recently extended the Trust’s contract, due to expire in December 2002, has been extended to July 2004 when it will be retendered. The Best Value inspection concluded that although the Trust planned to invest £500,000 in leisure centres “the council needs to look creatively at ways the facilities could be better organised to attract interest for external investment” (Best Value Inspection Report, 2001). The Wycombe Sports Centre is over 25 years old and in need of capital investment. The improvement plans were considered to lack sufficient detail.

Key points from this analysis of Trust performance

· Some Trust contracts have been reduced in length and retendered. The Audit Commission has expressed concern about the level of ‘competition’ in at least two cases when trusts have been awarded new contracts;

· Savings from NNDR and VAT have not been adequate to fund the required level of investment to stem the decline in the leisure infrastructure;

· Virtually all additional investment has come from government and public sector funding available to local authorities. Trusts status has not attracted additional investment of any consequence other than the savings claimed from NNDR and VAT.

· Local authorities are being forced to consider PFI/PPP and other forms of privatisation in order to obtain capital investment.

· Local authorities with trusts were heavily criticised for a lack of formal consultation with users and clubs, for example, Bristol, Merton, Stockport,

· Trusts have succeeded in rebranding leisure services in some authorities, for example noted by inspectors in Bristol, where their name appears on facilities and credits which mask the reality of continued council and public funding of new and improved facilities and the retention of facilities in council ownership.

· The exclusion of education based sport and leisure facilities from the scope of trust contracts has led to fragmented service delivery and a loss of community benefit. This has been criticised in several inspections.

Audit Commission analysis of sports and leisure

An Audit Commission analysis of 84 inspection reports on sports and leisure services showed that 6% of directly delivered local authority services were excellent compared to 0% of trusts; the comparable figures for good services were 37% compared to 30% of trusts; 60% of trusts were judged to be ‘fair’ compared with 52% of directly provided services; and 0% of the latter were considered poor compared to 10% of trusts. 

On the basis of these samples Leisure Trusts are not performing as well as local authority in-house services.

Table 3.3: Comparison of Best Value inspection ratings for local authority directly provided services and for Leisure Trusts

	Best Value Inspection report rating
	Local authority direct provision
	 Leisure Trust

	Excellent
	6%
	0%

	Will improve
	3
	0

	Probably
	2
	0

	Unlikely
	0
	0

	No
	0
	0

	Good
	37%
	30%

	Will improve
	4
	0

	Probably
	14
	2

	Unlikely
	9
	1

	No
	4
	0

	Fair
	52%
	60%

	Will improve
	3
	1

	Probably
	14
	2

	Unlikely
	24
	3

	No
	3
	0

	Poor
	0%
	10%

	Will improve
	0
	0

	Probably
	0
	0

	Unlikely
	0
	1

	No
	0
	0

	Total
	84
	10


               Notes: 1. Only 3 of the Leisure Trust inspections are included in the Audit Commission analysis and 
               should technically be excluded from the Audit Commission sample but since they represent a small 
               percentage of their sample no adjustment has been made.  

               2. The Leisure Trust sample includes inspection reports for Derwentside DC and Tynedale DC.

               3. The Audit Commission report is based on inspection reports available up to early 2002 whereas 7 of 
               the trust inspections were carried out between May 2002 and May 2003.

Performance of Leisure Trusts in Scotland

The performance of Leisure Trusts in Scotland, using the Audit Scotland indicators, demonstrates that all five trusts generally have a higher percentage of total income from user charges than the Scottish average (see Table 3.2). In only three out of eighteen indicators was the performance of leisure trusts better than the Scottish average. The attendance indicators are more difficult to compare given a level of non-reporting and the untypical figures from the Shetland Islands.

Table 3.2: Performance of Leisure Trusts in Scotland in 2001/2002
	
	East Lothian
	Edinburgh
	Moray
	Perth & Kinross
	Shetland Islands
	West Lothian
	Scottish average

	No of attendances per 1,000 pop in leisure pools
	n/a
	N/a
	2,471
	3,266
	14,130
	1,791
	1,677

	No of attendances per 1,000 pop to traditional pools
	n/a
	3,470
	2,518
	1,628
	N/a
	2,447
	2,473

	No of attendances per 1,000 pop for indoor sports & leisure excl pools
	n/a
	2,953
	2,525
	3,881
	15,584
	5,439
	3,457

	% of total operating pools expenditure met from user income
	43.5
	54.3
	45.4
	51.7
	33.4
	39.5
	36.3

	% of total operating income indoor facilities excl pools from user income
	44.8
	54.7
	66.1
	58.3
	N/a
	54.8
	40.4

	% of total operating income for outdoor sports facilities from user income
	86.4
	61.5
	7.6
	19.5
	N/a
	41.3
	40.0


  Source: Leisure and Recreation, Audit Scotland, 2002.

Other comments from Best Value inspections of Leisure Trusts

The inspection reports of leisure trusts in England also made a number of other comments which are summarised below:

· options appraisal and have been critical of the renewal of trust contracts without full competition;

· the corporate commitment to sports and leisure services;

· quality and level of community consultation, particularly the involvement of users and clubs in the management and operation of facilities;

· the co-ordination of community and education based sport and leisure services;

· the provision of a joined up service where information about all facilities can be obtained from any one facility.

· the quality of improvement programmes and the ability of the local authority to implement them.

· facilities and services rooted in meeting local needs forming the basis of strategies and policies.

‘Revenue headroom’

There has been much reference to creating ‘revenue headroom’ in leisure services, in effect gaining additional finance to ease the current financial burden. However, this has the effect of focusing on obtaining additional revenue income and since only a trust option can produce significant revenue savings through NNDR and VAT it has the effect of driving the trust agenda. This is a very narrow and short term approach because it does not address capital investment nor the issue of service integration and change management. 

The size of the claimed savings from a leisure trust in Newcastle, reputed to be £500,000 per annum, are probably exaggerated and there is no evidence that the following have been taken into account:

· the expected 30% reduction in rateable value of leisure properties (4ps website);

· the legal and financial set-up costs of a Trust;

· the additional corporate costs incurred by a stand alone organisation;

· the knock-on effect on the city council’s support services;

There is no guarantee that NNDR and VAT savings will continue in the longer term – this is dependent on the government not closing what are in effect tax evasion loopholes. Nor is there any guarantee that the savings will be ring-fenced by the city council for the length of the contract. If the city council is confronted by substantial budget cuts because of economic conditions and/or a change in government policy, then it is unlikely to continue to ring fence sport and leisure services when cuts are required in other services.

Some government project funding regimes may express a preference for ‘new’ community interest companies and social economy organisations but this can be overcome by the city council ensuring full community participation in funding applications for projects which focus on radical change. However, a well-designed city council project with wide community support and involvement will be at least equal or better technically and politically as a project which simply espouses the latest jargon.

The scope for additional commercial sponsorship is frequently overstated because it is primarily available for major sporting events irrespective of who organises them. A strategy which assumed a substantial increase in commercial sponsorship for ‘everyday’ events and services must be highly questionable from a sustainability perspective. A trusts ability to increase funding from commercial sponsorship must be considered very marginal.

A trust will not be able to access increased capital, other than the NNDR and VAT savings, which cannot also be accessed by the city council. It will be highly dependent on the city council for capital funding. Furthermore, the value of savings are:

· unlikely to be sufficient to fund the backlog outstanding repair and improvements;

· it is assumed that the city council grant to a leisure trust is not reduced by mainline departments taking advantage of the ‘savings’ generated by a trust in a non-statutory service. Any reduction would erode the benefits of establishing a trust;

· the value of the financial savings must therefore have another component or added value which is greater than the negative consequences of establishing a trust, namely the potential loss of an integrated service, loss of democratic accountability, the loss of support services, the potential longer term employment impact, and the potential dilution of a Newcastle focus if the organisation seeks to bid for other leisure contracts on Tyneside.
The remainder of this section examines two other key aspects of a leisure trust, namely democratic accountability and employment issues.

Democratic accountability

Trusts are required to operate as stand alone organisations, independent from the democratic structures of the council. Elected members would have minimal influence over a trust’s financial arrangements. If a trust has financial problems, elected members will have limited influence over the strategies to be adopted. These will almost inevitably affect service delivery and staff. A leisure trust would thus limit the ability of the council to carry out its policies and programmes for a  comprehensive leisure service. 

Transfer to a trust will mean:

· The running of leisure facilities will be externalised to a quasi-public organisation.

· Direct democratic control of the service will cease - elected member representation on a trust is limited to 20% of the board. Board members first priority is to the interests of the leisure trust, not the local authority.

· Service quality will be put at risk through the contract process

· Business values, reductions in costs and income generation become priorities over the quality of service.

· Loss of work for in-house services - employment and cost impact of a reduction in central services workload.. 

· No advantage in terms of access to additional external funding.

· Implementation of corporate policies and priorities become more difficult.

· Question over the longer term availability of NNDR and VAT savings.

Financial priorities of trusts

The long term future of any trust remains uncertain. As a stand alone organisation trusts are highly vulnerable to pressures to increase efficiency and cut costs. Some trusts have been unable to absorb even minor reductions in funding. The question of whether economic pressures are accommodated entirely internally by a trust has yet to be addressed. 

Employment issues

If the city council decided to establish a leisure trust, UNISON and GMB are urging the city council to secondment staff rather than transfer them under the TUPE regulations to a new employer. In other words, leisure staff would remain city council employees but be managed by the trust.

Employment in the private and non-profit leisure sector is characterised by:

1. increasing casualisation of staff;

2. changes to terms conditions shortly after transfer;

3. new staff employed on inferior terms and conditions resulting in a two tier workforce;

4. limited access to a pension scheme for new staff;

5. poor track record in implementing equalities;

6. limited training and staff development programmes;

7. failure to recognise trade unions.

Newcastle Leisure is already having difficulty in recruiting staff at several centres and any reduction in terms and conditions would only exacerbate this situation.

The potential transfer of several hundred staff will have a knock-on effect on other council departments, particularly those supplying support services. National research by the Centre for Public Services on transfers shows that loss of work will mean a reduction in workload for payroll, finance, accountancy services and legal and other services, with a knock on effect on jobs.

Scope of a trust

The rationale for a facilities-led transfer is related solely to the financial benefits gained from rate relief and VAT. This will have effect of:

· Separating the central support services used by leisure facilities thus potentially increasing the unit cost for the remaining services.

· Loss of potential increased flexibility of staff between the range of activities

Separating the management of leisure facilities from sports development and other divisions in Newcastle Leisure is likely to be counter-productive and will undermine the objectives of integrating sports and leisure services.

Forming a Leisure Trust is Privatisation

The formation of a Leisure Trust is another method of outsourcing a city council service. An important frontline service would be transferred to a new organisation in which the city council will have a maximum 20% influence through members of the Board. 

· The physical assets – the leisure centres and facilities – will remain in council ownership but will be managed by the new organisation.

· The new organisation sets its own policies within the framework of an agreement with the city council regarding prices, continued subsidy etc.

· Trusts normally use council support services (financial , payroll, human resources, legal, repairs and technical services) for a year and most trusts then procure from the private sector.

· Trusts are usually employers to which Leisure Services staff transfer although city council trade unions are demanding staff secondment.
Part 4

Investment needs and capital finance

Introduction

This section contains a brief summary of the different funding programmes for sport and leisure investment and highlights the increasing use of Private Finance Initiative (PFI) projects and the importance of Going for Growth regeneration in providing new sport and leisure facilities. The city council is best placed to maximise the sport and leisure context from these projects. The formation of a leisure trust would create significant disadvantages.

Wide range of funding mechanisms

There are a wide range of funding programmes available for sports and leisure facilities and activities. They include:

Sport England

European funding

Sports Lottery

Single Regeneration Budget

New Opportunities Fund

Healthy Living Centre

New Deal for Communities

Primary Care Trusts (PCT’s)

Sustainable Communities Livability Fund

Contribution from commercial sporting organisations in the city

PFI type deals on equipment 


Tourism projects

The previous section of this report concluded that the development of new sports and leisure facilities in local authorities which had established trusts had been financed through one or more of the above funding programmes. 

There are major limitations to obtaining revenue savings from the existing leisure services budget. Of course the city council will need to continually examine the cost effectiveness of its services and to determine whether it is achieving value for money. It is vital to continue to examine methods of maximising income from existing and new services and it needs a long term plan for capital investment (5-10 years).

Further investigation is required to determine the potential capital programme which can be obtained for sport and leisure under the new prudential borrowing regime.

Private Finance Initiative and Leisure Trusts

There are significant limitations on the ability of a Leisure Trust to use the PFI/PPP route for capital investment. To date no trust has raised capital via the PFI.

· the lack of a track record in leisure operations – the majority of Trusts have a contract with their host local authority.

· the lack of experience in procuring and delivering relatively large scale capital projects.

· Uncertainty – Leisure trust contracts are short term (normally 5 – 10 years) with no guarantee that grant support will be forthcoming year on  year.

· A lack of equity – unlike housing associations, leisure trusts do not own any assets that can act as security.

· Certain funding programmes (such as PFI credits) can only be accessed by local authorities.

· The risk of Leisure Trusts losing their beneficial financial status (Business rates and VAT relief) cannot be transferred within a PFI/PPP project and the risk would have to be retained by the city council.

· A Leisure Trust could participate with other contractors in a wider PPP project if it established a commercial arm to participate in a Special Purpose Vehicle as a subcontractor which could be replaced if it failed to perform. However, the 4ps consider that  Leisure Trusts will require longer term PFI-type contracts with a number of local authorities to provide a relatively secure income stream spread across a portfolio of facilities. Leisure Trusts would also be required to bid for such contracts in competition with private sector leisure companies.

· The relative size of leisure projects (£5m - £10m), the high procurement costs and the financial interests of PFI consortia means that the private sector are mainly interested in large projects (£20m plus) where several local authorities have grouped projects such as the Lewisham/Penwith and others).

· There is reluctance amongst funders to take demand and third party income risk – the type and level of demand for leisure activities can swing radically over 25 years.

· A trust would have to compete with other leisure operators in PFI/PPP contracts – it would be operating as a leisure manager of facilities it did not own and where repair and maintenance would be carried out as part of the PFI contract by the FM operator.

The combination of these circumstances indicates that there is clearly no financial advantage for the city council in establishing a Leisure Trust to access PFI/PPP finance. Ironically, the city council would be in a much stronger position to access PFI/PPP finance without a leisure trust.

Maintaining a low cost of sport and leisure facilities is a key factor in reducing inequalities and social exclusion and increasing wider community participation. There is clearly a danger that PFI/PPP projects and trusts have the longer term effect of:

· chasing income generation from the ‘fashionable’ sports and leisure activities;

· focusing on ‘added value’ activities which increase user spend;

· increasing third party income at the expense of increasing the provision of core sport and leisure services which will always require subsidy.

Local Improvement Finance Trust model

The model of a Local Improvement Finance Trust, first developed in the NHS, is being extended to the education sector and possibly to regeneration projects. NHS LIFT is financing the improvement of surgeries and health centres using the PFI model. It’s use in school is likely to include a higher proportion of schemes with sports and leisure facilities and the development of multi-service centres.

City council should argue that Newcastle Leisure is included as a bidder for management of facilities in schools PFI bids where sport and leisure facilities are planned.

Going for Growth - East End Plan approval 

In May 2003 the Cabinet approved the next stage of the regeneration of Walker Riverside in the East End. The consortium headed by Place for People were given approval to progress to the next stage of the development plans which include 1,350 new homes (80% for sale and 20% for affordable rent). The £184m scheme will involve £147m on new housing, £18m on primary infrastructure such as roads and open spaces, £15m on social infrastructure such as community buildings and education facilities and £4m on home ownership grants. “There will also be better leisure facilities….” as the City Council press release (23 May 2003) notes. 

The sports and leisure content of the plan is unclear. Newcastle Leisure has limited resources to keep abreast of all developments in the city. A much more rigorous approach will be needed to secure significant sport and leisure facilities in the Going for Growth areas. This should include: 

· constant vigilance of the Going for Growth agenda and inclusion in meetings, conferences and discussions;

· establishing close co-operation between other council departments, particularly planning, and with the Going for Growth team

· monitoring planning applications

· regular updating of community needs for sports and leisure services and facilities.

Fragmented and project based funding means that success is highly dependent on high quality project applications based on need and maximum use of facilities. 

Local Development Frameworks and Section 106 Agreements

There is considerable scope for more imaginative use of Section 106 Planning Agreements which could be a route for additional investment in leisure facilities. This would not be confined to the East and West End Regeneration areas but all parts of the city, although there is clearly more leverage in the Going for Growth Areas.

It is essential that Newcastle Leisure draws up a set of proposals and projects for inclusion in S106 agreements. A standard ‘model’ agreement should be prepared to which can be added the specific requirements of a local area. This will need to be negotiated with planning/legal officers. The agreement should include:

· the parties involved in the development

· location of on-site and off-site provision and/or payment in lieu

· timetable for provision

· timetable for the transfer/handover (to ensure availability when required by the city council)

· scope of the works including refurbishment and new facilities

· ownership and responsibility for the facilities

· role of Newcastle Leisure in the planning, design and management of facilities

· local labour targets in construction

Part 5

Options Appraisal

Introduction

It is essential that the options appraisal of leisure services is carried out within the framework of the city councils procurement strategy and policy which is currently being drawn up.

Application of strategic procurement to services not subject to Best Value Review

There are three basic strands of analysis to determining the priority for exposing services not undergoing Best Value Review to the discipline of strategic procurement:

1. Definition of future service needs

2. Performance, both (a) financial and (b) service delivery

3. The views of service users and staff

Criteria for Options Appraisal

The following criteria should be used to assess all options. Should involve human resources, legal, financial, procurement and policy advice from within the council. 

Corporate policy

· Democratic accountability – the extent to which each option increases or reduces direct accountability;

· Corporate policies and priorities;

· Transparency and disclosure;

· Absence of legal and regulatory impediments;

· Corporate impact – organisational financial impact on other departments and services.

Service needs

· Ability to meet current/future social needs of the service or project and accommodate changing levels of demand;

· Service quality, responsiveness and flexibility to respond to change;

· Capacity for service improvement, learning and innovation;

· Service integration and co-ordination with minimal disruption;

· User involvement in planning, design, implementation and service monitoring;

· Quality management, leadership and ability to secure improved service delivery;

· User/community and staff/trade union views.

Equity, equalities and diversity

· Equity of service provision;

· Opportunity for additional equality policies and opportunities for Black and Ethnic Minority businesses;

· Proposals for reducing/eliminating existing inequalities.

Financial assessment

· Ability to identify, access and deploy resources;

· Financial and revenue implications, the need for investment, VFM in widest sense and lifecycle costs and benefits;

· Transaction costs (cost of procurement, commissioning, privatisation);

· Access to capital and investment plan;

· Affordability – comparing current costs with all projected costs and cash flow.

Employment and training

· Ability to recruit/retain skilled staff;
· Local economy and supply chains, local labour;

· Quality of employment and training.

Environmental sustainability

· Environmental impact and sustainability 

Management practice

· Exit strategies and their implications and costs;

· Ability to identify, apportion and manage risk.

Incompatibility of service integration and neighbourhood management with leisure trust model

There may be some advocates of the leisure trust model who believe that it is possible to adopt the recommendations in this report for neighbourhood and to create a trust model to avail the NNDR and VAT savings. In other words, creating a win-win situation where savings are obtained to provide ‘revenue headroom’ and the trust works closely with the city council and community organisations to establish service integration and neighbourhood management. The same advocates also believe that all the ‘faults’ and negative consequences of trusts in other local authorities can be avoided in Newcastle thus achieving a third ‘win’.

It is understandable that managers of a service which has suffered from ‘cinderella status’, budget cuts year after year and are witnessing the deterioration of key parts of the sport and leisure infrastructure are tempted to accept this ‘solution’. This particularly so when the political rhetoric of ‘new localism’ and ‘community ownership’ appears to justify the formation of more trust type organisations.

However, there are fundamental reasons why this is not feasible or desirable.

· The formation of a leisure trust with Newcastle leisure facilities (with or without school based facilities, sports development and other related services) will result in further fragmentation of the management of leisure services. 

· It will make implementation of a new approach for the integration of sports and leisure services with neighbourhood management more difficult. It creates another contractor when there is a need to minimise the number of different organisations delivering frontline services. A leisure trust may not include all the services currently provided by Newcastle Leisure (for example, parks and countryside, sports development) or schooled based facilities. This will immediately create two or more providers of leisure services just within Newcastle Leisure.

· The NNDR and VAT savings are likely to be less than the additional income which can be achieved by a revitalised sports and leisure service. The savings figure of £500,000 has recently been scaled down to £350,000 and could be even less. Neighbourhood management could increase joint funding with other council departments, public agencies and funding regimes and achieve economies and productivity gains by a better use of resources by the city council.

· It is likely to be a negative or retrograde step in the context of increasing community participation and extending democratic accountability at neighbourhood level. Increasing participation in separate organisational structures only intensifies the problem of building and maintaining genuine community participation.

· Despite the superficial attraction of ‘new localism’ it is not compatible with a city council strategy to develop participative neighbourhood management. 
Risk Matrix

	In-house
	Leisure Trust

	Service integration

	· Lack of co-operation from other council directorates and other public bodies.

· Division of responsibilities between Cityworks and Education are unresolved restricting co-ordination and joined-up approach.

· Elected Members do not fully support service integration and neighbourhood management.

· Service improvements not fulfilled culminating in critical Audit Commission inspection report requiring immediate action.


	· As a separate quasi-public organisation the trust develops an organisational culture and interest focused solely on sport and leisure services.

· Trust demands payment for all work connected with service integration and neighbourhood management which it regards as an additional responsibility resulting in continuing disputes between council and trust.

· Resources are diverted from frontline services because they are needed to coordinate fragmented  organisational interests and capacity. 

· Separation of operational services between trust and city council inhibits coordinated delivery.

· Service improvements not fulfilled culminating in critical Audit Commission inspection report requiring immediate action.



	Finance

	· Council has a budget crisis and further cuts are required.

· Council directorates and public bodies fail to contribute adequate resources to neighbourhood management and sport and leisure do not achieve any financial benefit.

· Capital spending programme inadequate to prevent further deterioration in leisure infrastructure.

· The costs of service integration and neighbourhood management are higher in the short term than expected and greater than cost savings.


	· Trust fails to generate any additional income which can not be obtained by the city council.

· NNDR and VAT savings may be terminated leaving trust in a financial crisis because it has built them into its business plan.

· Savings are partly eroded by increased costs of the trust as a stand alone organisation.

· Council faces financial crisis and terminates agreement to ringfence savings to trust leading to cuts in staffing and/or services.

· Trust concentrates on services which generate higher income at the expense of other services.

· Trust fails to win PFI contracts leading to private leisure companies increasing the management of council services.

· Capital spending programme inadequate to prevent further deterioration in leisure infrastructure.



	Democratic accountability

	· Failure to develop participative decision making at neighbourhood level results in continuation of current structures and processes in all but name.


	· Trust Board develops its own corporate policies which may conflict with city council corporate policy priorities making implementation more difficult.

· Trust does not support full community participation in policy making process.

· Board management structure appears participative but key policy decisions made in management dominated subcommittees and subsidiaries.

· City council representation on Board (max 20%) unable to influence policy decisions.

· Regular reporting back arrangements by city council representatives falls into abeyance.



	Employment

	· Disputes over job descriptions, working practices, terms and conditions and redeployment/training issues relating to service integration and neighbourhood management joint working arrangements.


	· Trust seeks to terminate secondment agreement for staff and to TUPE transfer staff to trust.

· Trust terminates delivery of support services from city council leading to job losses.

· More limited career opportunities for staff if transferred which increases recruitment and retention problems.

· Disputes arise over management of seconded staff and terms and conditions relative to private sector leisure rates.

· Current recruitment problems exacerbated by financial constraints of the trust.

· Negotiations fail to agree changes to job descriptions and working practices.



	Change Management

	· Narrow service and professional interests delay and/or narrow scope of joined-up delivery and neighbourhood management.

· Failure to devolve management responsibility to facility/local level and empower staff so there will be little real change.


	· Trust only responsible for sports and leisure staff and fails to develop qualitative and comprehensive change management programme.

· Failure to devolve management responsibility to facility/local level and empower staff.

· Trust fails to implement change management at same time and/or at same pace as city council.



	Community participation

	· Neighbourhood management fails to increase wider participation in service planning.

· Failure to expand community/user representation in management of facilities.


	· Trust fails to obtain and/or maintain wide community representation on Board and is dominated by business and social elites.

· Failure to expand community/user representation in management of facilities.



	Organisational structure and culture

	
	· Expansion by bidding for leisure contracts in other local authorities, becoming leisure contractor with weakening of Newcastle focus.

· Erosion of public service ethos as trust bids for contracts elsewhere.

· Trust seeks greater independence by distancing itself from city council.

· Board becomes strong advocate of ‘localism’ and ‘community ownership’ and other third sector proposals which conflict with city council model of neighbourhood management of local government.

· Trust plans to diversity by taking over other council services leading to community and industrial relations disputes and potential further fragmentation of council services.

· Trust meets legal obligations in Scrutiny investigation and Best Value Review but does not agree to full disclosure and transparency.

· More trusts and ‘community interest companies’ are proposed for other council services leading to planning and coordination problems.




Part 6

Conclusions and Recommendations 

Conclusions

The formation of a leisure trust is likely to:

· Further fragment the planning, provision and management of sport and leisure facilities and services in the city when the need for strategic planning and coordination is increasing.

· The main funding programmes for capital investment in sport and leisure facilities require are, and are likely to remain, the responsibility of the city council. The establishment of a leisure trust will create disadvantages rather than provide any added value in negotiating these projects.

· The formation of a leisure trust does not introduce any significant new sources of finance which are not already available to the city council.

· It is possible to develop neighbourhood management without accepting the ‘new localism’ agenda nor the extension of commissioning and marketisation to the local level. Community ownership of land, property and facilities is not a prerequisite for the effective delivery of quality local public services.

Recommendations

1. The city council should adopt a new strategy to achieve service integration at neighbourhood level by establishing system of neighbourhood management. Sport and leisure management must be treated as a core frontline service.

2. The city council should retain sport and leisure services in-house. A Leisure Trust option should be rejected.

3. A longer term strategy and vision for sports and Leisure in Newcastle should to be developed in parallel with service integration and neighbourhood management proposals.

4. The city council should maximise use of Section 106 agreements to improve existing sport and leisure facilities and to obtain new facilities in Going for Growth and other regeneration projects.
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ENHANCING SPORTING PERFOMANCE


Increasing city-wide, regional, national and international performance.





INTEGRATING PE & SPORT WITH OTHER PUBLIC SERVICES


- better quality services


- more effective use of facilities


- increased productivity


- economies of scale


- increase cumulative impact of regeneration.


- key links with childrens services








SOCIAL COHESION


Reducing social exclusion and inequalities for all equality groups.








BUSINESS BENEFITS


Healthier workforce – fewer sick days, better attention span, increased productivity, fewer accidents at work. More opportunities to demonstrate corporate social responsibility in the community. New markets


for equipment.








ECONOMIY, EMPLOYMENT & REGENERATION


More local employment opportunities thus increasing local spending and supporting other jobs. Important role in economic development and tourism. Vital role in ensuring success of Going for Growth.





PERSONAL DEVELOPMENT


Develop new interests, increase self-confidence and self-esteem, improve sense of well-being and psychological health





EDUCATION & LEARNING


Increased commitment, concentration and self-esteem: reduce obesity and reduce likelihood of heart disease, diabetes in future





ENVIRONMENTAL SUSTAINABILITY


Improve physical infrastructure and open spaces. Reclaim more derelict land.








COMMUNITY WELL-BEING


More choice of local facilities,  wider range of activities and sports,  bigger range of facilities for community events, increased community identity. Potential to  increase community safety by reducing crime and anti-social behaviour. Better work-life balance.


Improved sustainability of community.


Youth and after school services/facilities





HEALTH & SOCIAL CARE


Increasing overall health of the nation and reducing costs of obesity and other health consequences – both in children and the adult population
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