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	We have been working over the last few weeks on an initiative to help increase the business base of Manchester and help tackle unemployment through the expansion of the number of franchises active in the city.

A feasibility study is underway, led by The Shaftesbury Partnership, who introduced us to the idea over the summer.  The study has been dubbed “Project Starfish”.

The purpose of this paper is to introduce Project Starfish to the Board and to seek agreement on the proposed development of this initiative.



	Recommendation

To review the principles behind Project Starfish and progress to date with a view to ensuring the proposition is robust and to endorse the approach to take it forward.



1.
Introduction

Both locally and nationally we are experiencing the worst period of unemployment for more than 10 years.  A range of interventions have been developed to tackle the severity of this increase, from the Future Jobs Fund to a coordinated response to supporting businesses in difficulty via the Rapid Response Service.

Lower skilled workers continue to represent the majority of claimants, but there has been a pronounced rise in unemployment among clerical and managerial occupations.

Where activity has been particularly limited has been in supporting self-employment, and in not re-instating the former Enterprise Allowance: providing a time-limited income to a formerly unemployed individual while they begin to trade – removing some of the transition risk. It is worth noting the success of the Enterprise Allowance Scheme, a national programme established in the 1980’s.  Roughly two thirds of participants remained in self-employment three years after start-up, with an additional 15% returning into employment.  Although positive, self-employed businesses, like most small businesses do not necessarily scale up, often remaining as sole traders on modest incomes.

An alternative method of self-employment, with the ability to expand and scale up self-employment and direct employment is the development of franchising. Franchise businesses employ 465,000 people in the UK, with a 25% growth in annual turnover in the last 4 years, to £11.4bn. Importantly, most franchise chains in the UK are expanding in the downturn, with the average franchisee employing 7 full-time and 6 part-time workers.

A franchise often represents a lower risk to both the franchisee and to finance lenders, as a franchisee is opening an established brand in a new area or “territory”, is often guaranteed clients and usually has the business support of the franchise company as the business develops.

Although franchising is a viable business model internationally and in much of the UK, penetration in Greater Manchester has been limited outside of the well-known franchises such as McDonalds, Dyno-Rod, Kall-Kwik printing and Toni and Guy hairdressing ,etc.  The Shaftsbury Partnership have identified significant latent demand, having found in the region of 6,000 franchise businesses in Greater Manchester, half the expected number if the sub-region matched the UK average.

2.
Background

The Chief Executives of Manchester City Council, Salford City Council and the Commission for the New Economy have had a number of informal discussions with the Shaftesbury Partnership, a London-based partnership focussed on the risk-management of social reform innovation.  

The discussions to date have concentrated on New Economy commissioning the Shaftsbury Partnership to develop by April 2010, a three stage approach to the development of a franchising support programme:

· Phase 1: Understanding the local situation and building relationships, (November – late December).  A meeting with stakeholders was held in December.  Subject to the phase one report, which will be made available to the Board upon receipt, this element of the work is complete, with the work having validated the need and scope for a new programme.
· Phase 2: Designing the framework linking franchisors, finance, local agencies and unemployed people: (late-December – mid March) 

· Phase 3: Preparing to launch the franchising programme (mid March – end April)

Project Starfish aligns with Commission for the New Economy Business Plan CSFs relating to economic base, talent, better life chances and potentially international connectivity by developing a programme to increase self-employment across a range of sectors in a sustainable model which in turn generates an average of seven additional jobs per franchise.
3.
Progress to date
The Shaftesbury Partnership has completed the first stage of the programme, namely to better understand the local situation and to engage with key stakeholders and partners.  This is particularly critical as a Manchester franchising model will need to reflect the local demography and skills profile and will consider how long-term unemployed residents, as well as residents with more recent employment experience, and access to finance can access a range of franchising opportunities. 
The Shaftsbury Partnership have identified that franchises in the personal and property services sectors that require lower skills and less start-up capital would be appropriate for most candidates. However, there is some scope to include management-style franchises in the catering and retail franchise sectors, which generate much larger levels of local employment.
The Shaftsbury Partnership are now engaged in the second stage of the programme, developing a framework that will range from:

· identifying suitable potential franchisees;

· local non-franchise businesses that have the potential to convert to franchise businesses;

· introducing national and international franchising businesses to Greater Manchester; and 

· working with the financial institutions to identify solutions to:

· Financing the working capital gap for new franchisees by identifying innovative affordable finance models; 

· Designing an equity transfer model to help franchisees starting without assets earn a stake in their franchise.
Manchester Business School will work with the Shaftesbury Partnership to provide a post-graduate resource to support the development of the programme.

It is anticipated the programme would be piloted in Manchester and Salford in 2010, and following evaluation, be rolled out across the sub-region.

The cost of the first phase programme is £130,000, with £90,000 contributions in place from NWDA, Manchester and Salford City Councils.  A private sector contribution of £40,000 will be identified by the Shaftesbury Partnership, but has been underwritten by Manchester City Council. 

A Project Starfish Steering Group is being established chaired by Mike Emmerich, which will include the funders, the Commission for the New Economy and broader representation including the Greater Manchester Chamber of Commerce, Manchester Airport Group and Manchester City Football Club in the Community.

The Steering Group will work with the Shaftsbury Partnership to support the development of the commission, ensure all key partners are engaged and the six month programme is delivered to time and cost.
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