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Auditor General for Scotland

The Auditor General’s role is to:

* appoint auditors to Scotland’s central government and NHS bodies
* examine how public bodies spend public money

* help them to manage their finances to the highest standards

» check whether they achieve value for money.

The Auditor General is independent and reports to the Scottish Parliament
on the performance of:

» directorates of the Scottish Government

* government agencies, eg the Scottish Prison Service,
Historic Environment Scotland

* NHS bodies
» further education colleges
» Scottish Water

» NDPBs and others, eg Scottish Police Authority, Scottish Fire and
Rescue Service.

You can find out more about the work of the Auditor General on our website:
www.audit-scotland.gov.uk/about-us/auditor-general

Audit Scotland is a statutory body set up in April 2000 under the Public
Finance and Accountability (Scotland) Act 2000. We help the Auditor General
for Scotland and the Accounts Commission check that organisations
spending public money use it properly, efficiently and effectively.


http://www.audit-scotland.gov.uk/about-us/auditor-general
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Summary

Key messages

1

The Scottish Government has done well to establish a new agency

and start making benefit payments. It has also undertaken important
groundwork needed to deliver future benefits in line with its overall
policy direction. But the high pace of delivery and the complexity of the
social security system has been a significant challenge and meant that
the Scottish Government found delivering on its initial commitments
harder than expected.

Implementing the second wave of benefits is more difficult as the
complexity and amount of work increases further. This means a
significant change for the implementation programme. The processes
and systems currently being used to plan and support implementation
have worked well to date. But they will not be enough to support the
delivery of the second wave.

The programme team is aware of these challenges and is doing the
right things, revising arrangements to try to address them. Continuous
short-term pressures mean that it is difficult for the team to pause and
refocus activity, presenting risks to overall delivery. Many decisions
about future benefits and how they will be delivered in the long term
are still to be made. The current revision of the business case will be
important to clarify priorities.

The Scottish Government does not yet have a clear understanding of
the key things needed to deliver all remaining benefits in the way it
intends. This includes not monitoring and reporting on how much it
will cost to fully implement all the benefits. It is currently developing
financial and workforce plans to support its implementation timescales.
It is critical that these are agreed and aligned to the intended outcomes
for service users.
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Recommendations
The Scottish Government should:

e fully develop the critical path of planned actions to support the
timetable for the delivery of all future benefits. This should include
realistic and sustainable timelines for procurement, key decision
points, and more short-term detail of the planned activity and
timescales for wave two benefits

e finalise, as a priority, revisions to the programme business case.
Develop aligned workforce and finance plans to support delivery
timescales and intended outcomes

¢ include a clear estimate of the overall costs to implement the
social security system, reflecting decisions made and public
commitments. This should be updated regularly and reported to the
programme board

e complete the proposed finance review urgently, ensuring that this
results in a greater focus on managing total implementation costs
alongside the timetable and the quality of outcomes.

Background

1. The Scotland Acts 2012 and 2016, devolved a wide range of powers to the
Scottish Parliament. Together, these powers are significantly changing the context
of Scotland's public finances and responsibilities. The Scotland Act 2016 devolved
11 social security benefits and gave the Scottish Government the power to

create new benefits and top up existing ones. This is the most significant area of
spending responsibility to be devolved. Once fully implemented, approximately
£3.5 billion of social security assistance payments will be made each year to
more than 1.4 million people.

2. In May 2017, the Scottish Government announced its intended first wave of
benefits: Carer's Allowance Supplement (CAS), Best Start Grant (BSG), Funeral
Expense Assistance (FEA) and Universal Credit Scottish Choices. It committed to
delivering these benefits by summer 2019. The Scottish Government announced
it would create a new agency to deliver the devolved benefits and that it would
be in place to administer the Carer's Allowance Supplement. The Scottish
Government set up a social security programme, within its social security
directorate, to manage the implementation of the devolved benefits.

3. The Social Security (Scotland) Act 2018 received Royal Assent on 1 June 2018.
This sets out the framework for how the Scottish Government will operate the
devolved social security powers and any new forms of assistance. The Act puts
into law the Scottish Government’s intended approach of delivering a social security
system based on the principles of dignity, fairmess and respect. It introduces eight
overarching principles for the operation of the system and commits the government
to produce a social security charter in collaboration with those who will be affected
by the new system. The purpose of the charter is to set out what is expected from
the government and from individuals applying for and receiving assistance.



4. The Scottish Government has also made a number of commitments on how
social security is to be delivered in Scotland, including:

e Benefits are to be actively promoted to encourage uptake and there is a
commitment to have a strong local presence across the country by placing
agency staff within commmunity services.

e People diagnosed with a terminal illness will not have to be determined to
have less than six months to live to access benefits.

e Assessments for disability support will be carried out only when necessary.
If required, they will be delivered through Social Security Scotland (‘the
agency’) with no private sector companies involved.

e The assessment process is to be flexible, allowing people to choose the
time and location for assessments, including the option of a home visit.
Audio recordings of assessments are to be made to support decision-
making and appeal processes.

e The agency is to have a responsibility to tell someone if they can make an
appeal and to provide advice about independent advocacy.

About this audit

5. This report builds on our previous reports (@) looking at how the Scottish
Government is implementing the Scotland Acts 2012 and 2016. We most
recently reported in March 2018, focusing on the devolved social security
powers. We found that the Scottish Government had made good early progress
on establishing the arrangements and processes needed to implement the
powers. We also reported that there would be significant challenges for the
programme as it progressed.

6. \We highlighted specific areas for the social security programme to focus on to
help manage these challenges:

e Build enough time into plans for assurance activities, procurement,
recruitment and succession planning.

e Keep under review joint delivery plans for the parts of the system that the
Department for Work and Pensions (DVWP) is developing on the Scottish
Government's behalf.

e Develop detailed options appraisals and contingency plans for interim
and long-term information technology (IT) components, and ensure key
decision points are fully reflected in plans.

e Develop and report more detailed estimates of the costs of implementing
the social security powers, regularly reviewing levels of optimism bias.

7. This report examines how well the Scottish Government is continuing to
manage the delivery of the social security powers being devolved under the
Scotland Act 2016. Our audit assesses progress up to February 2019, while
acknowledging that substantial activity is ongoing. VWe will continue to review and
report regularly on the government'’s progress in this area.
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http://www.audit-scotland.gov.uk/report/preparations-for-the-implementation-of-the-scotland-act-2012
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http://www.audit-scotland.gov.uk/report/managing-the-implementation-of-the-scotland-acts
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8. The report has three parts:

e Part 1 (page 9) sets out what the Scottish Government has delivered
as part of its social security programme since we reported in March 2018
and how this is aligned with the government’s plans and commitments.

e Part 2 (page 15) assesses how well the Scottish Government'’s social
security programme has worked over the last year to deliver the benefits
to date.

e Part 3 (page 28) examines to what extent the Scottish Government is
well placed to deliver the remaining devolved benefits.

9. Our findings are based on reviewing documents and talking to staff from
organisations involved in implementing the new arrangements. Our audit
methodology is in Appendix 1 (page 37).

10. You can find our work on the financial powers in the Scotland Acts on
our website


http://www.audit-scotland.gov.uk/reports/e-hubs/financial-devolution-in-scotland-the-journey-so-far
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Part 1

What has the Scottish Government
delivered?

Key messages

1 The Scottish Government has delivered on the commitments it made
for the last year. These include: establishing a new agency which paid
the first Scottish benefits, developing a Social Security Charter, and
establishing the Scottish Commission on Social Security.

2 The programme has undertaken important groundwork to support
the delivery of future benefits, including drafting regulations and
developing business cases. It has also embedded new ways of working
to support the phased delivery of the benefits and to reflect the
principles of fairness, dignity and respect.

3 The Scottish Government launched its Carer's Allowance Supplement
in September 2018. In 2018/19, Social Security Scotland paid the
supplement to 77,000 people, totalling £33 million.

4 The Scottish Government launched the first element of its Best Start Grant,
the Pregnancy and Baby Payment, in December 2018. By January 2019,
Social Security Scotland had paid £2.7 million in assistance to 7,000 people.

The Scottish Government has delivered on its initial public
commitments

11. The Scottish Government has delivered on its public commitments to date,
passing the Social Security Act, establishing a new social security agency and
launching two benefits. Exhibit 1 (page 10) sets out the devolved benefits
and arrangements the Scottish Government has delivered so far and its
commitments for delivery of the remaining benefits.

The Scottish Government has established a new social security agency
12. Social Security Scotland became operational on 1 September 2018 as an
executive agency of the Scottish Government, in time to make the first Carer's
Allowance Supplement payments. The agency will be responsible for delivering
the devolved benefits in Scotland to the 1.4 million people who rely on them.

13. The agency is led by a senior leadership team, with the chief executive assisted
by five heads of service. It has put in place the core governance arrangements
required of an executive agency, including establishing an Audit and Assurance
Committee and an Executive Advisory Board (Appendix 2, page 38). The
agency's interim corporate plan outlines the administrative arrangements and
strategic objectives needed to deliver the benefits effectively. The agency is
currently consulting on this plan and proposes to publish an update later in 2019.
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Exhibit 1

Timeline of the social security powers being devolved through the Scotland Act 2016

2018

Benefits z Recipients

Wave 1 benefits delivered Paid to date
Universal Credit T Aug °
Scottish Choices 2018 a 31,960
Carer's Allowance Sept °
The Act Supplement 2018 £33m  a77,620
. . Best Start Grant: Pregnancy Dec °
Socl_al Security (Scotland) Act 2018 I and Baby Payment 2018 f2.7m  a7,000
received Royal Assent
June 2018 .
Wave 1 benefits Forecast annual cost
BSG Early Learning Summer °
i i I The Agency Payment 2019 £37m  a15,000
BSG School-age June
Social Security Scotland Payment d 2019 £32m 213,000
Established in September 2018 2019 Funeral Expense SUTMer psom #4400
Assistance 2019 : -
[ P
i@} The Commission Best Start Foods SUMMEr £4.5m  not forecast
Scottish Commission on Social Young Carer Grant Autumn <f0.5m 21,700
Security 2019
Established in January 2019 Job Grant 2 2019 not forecast

Post wave 1 benefits

Forecast annual cost

The Charter industrial Iniuri
ndustrial Injuries April °
Social Security Charter I Disablement Benefit 2020 £87m a 30,000
Published in January 2019 Severe Disablement Aori
pril °
Benefit Allowance 2020 £10m 3,000
2020 Disability Assistance for ~ Summer °
Executive competence I Children & Young People 2020 £183m 40,000
Responsibility and accountability for I cD):za;lzlll;te\:)s;sstance for EQSOOf £869m 4 198,000
the devolved benefits due to pass to Winter Heati 5
the Scottish Government A in ir ea "(‘:Sll'l'l d 58(2:100]( not forecast
No later than 1 April 2020 DSS'Z ‘I““":‘ : ’e“f
isability Assistance for  Early °
Working Age People 2021 £1,575m & 281,000
, . 3 From
Intended delivery arrangement I Carer’s Assistance 2021 £283m 282,000
] ) Winter Heating Winter °
I Social Security Scotland Assistance — Older People 2021 £172m g 996,000
Short-term agency agreement with DVWP, I Cold Spell Heating 4 Winter £14m 548.000
then Social Security Scotland Assistance 2021 ’
I Ongoing agency agreement with DVWP o All existing claims to be transferred from DWP to Social
Security Scotland.

Notes:

2024

1. Universal Credit Scottish Choices offers Scottish recipients choices about how Universal Credit is paid to them. The benefit

itself remains reserved to the UK Government.

2. New benefit being introduced by the Scottish Government. No forecast figures currently available.

3. Carer’s Assistance will subsume the Carer’s Allowance Supplement and associated expenditure.

4. Cold Spell Heating Assistance, the intended replacement for Cold Weather Payments, can vary significantly year-on-year
depending on the severity of winter weather. Approximate number of payments is shown instead of recipient number.

Source: Audit Scotland, using data from the Scottish Government and the Scottish Fiscal Commission
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14. The agency has its headquarters in Dundee and a second main office in
Glasgow. As at February 2019, it employs 320 staff (headcount). This is set to
grow significantly as the agency delivers more benefits. The Scottish Government
expects that the agency will employ at least 1,500 people within its two main
offices when fully operational.

15. In addition to those two locations, the Scottish Government has committed to
the agency providing local pre-claims support across Scotland. It has committed
to employing 400 pre-claims support staff when it is fully operational. About

100 of these staff are expected to be in place by the end of 2019. The agency

Is engaging with local authorities and third sector organisations to ensure that it

is exploring all options for its local arrangements. It aims to have teams of two

to three staff in place in each local authority area. Planning is at an early stage
with the aim that local services will be operational in time to support wave two
delivery dates.

The Scottish Government has published its Social Security Charter

16. The Social Security Charter (the Charter) was approved by the Scottish
Parliament in February 2019, as required by the Act. It is publicly accessible and
clearly commmunicates what people can expect from the Scottish Government and
Social Security Scotland. It sets out the eight principles from the Act and translates
them into four key aims for the work of the Agency and Scottish Government.

17. The Charter was co-produced with people who have experience of the
current social security system. The government worked over a six-month period
with a core group of 34 people drawn from the large-scale experience panels,
which had already been established to inform the design and development of
the system. The co-production approach involved workshops, focus groups,
interviews, a survey of experience panel members, and meetings with
stakeholders.

18. The Scottish Government is required to review the Charter at least every
five years. It must consult with the Scottish Commission on Social Security and
people who have received assistance. Any changes must be approved by the
Scottish Parliament.

19. The Scottish Government is to produce an annual report at the end of each
financial year. This will report on the performance of the agency that year and assess
whether the standards set out in the Charter have been met. \Work on developing a
measurement framework has started and it will be co-produced with users.

The Scottish Commission on Social Security has been established

20. The Scottish Commission on Social Security (the Commission) was
established on 21 January 2019. The Cabinet Secretary for Social Security

and Older People has appointed a chair and three further members to the
Commission. The members bring an extensive range of social security experience.

21. The Act sets out the Commission’s functions and the procedures between
the Commission, Ministers and the Parliament. The Commission will provide
independent and expert scrutiny of benefit regulations that will set out the
eligibility of claimants. On 8 February 2019, the chair of the Commission wrote to
the Scottish Parliament’s Social Security Committee, stating it was ready to start
its work. It has started to set up its operating processes and it will scrutinise the
Young Carer Grant regulations first.
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22. The Commission can request evidence from any relevant people when
preparing reports and is required to make such reports publicly available. It is also
intended to act as a place for people to report concerns about the Scottish social
security system. It is required to report publicly on fulfilment of the Social Security
Charter and to recommend changes when standards are not being met.

The programme has been preparing for the delivery of future benefits

23. The programme has carried out a substantial amount of work to develop,
consult on and finalise the regulations required to legislate for the devolved and
new Scottish benefits. The Social Security (Scotland) Act 2018 was designed as a
framewaork piece of legislation. This means that the Scottish Parliament will need
to approve regulations that set out the detail of how each of the benefits will be
administered and eligibility criteria. Changes to other existing areas of legislation
have also been required. To date the Scottish Government has:

e produced several regulations, covering
— benefits — including for BSG, FEA and the uprating of Carer's Allowance
— establishing the Scottish Commission on Social Security

— establishing, and setting out the rules and procedures of the
Social Security Chamber (@) of the First-tier Tribunal for Scotland

— changes to existing forms of assistance, such as the council tax
reduction scheme, to account for the new benefits

e undertaken several consultations covering the benefits, including BSG,
FEA, Job Grant and Young Carer Grant.

24. The programme and agency have also been working to establish the wide
range of policies and processes required to support the administration of the
benefits. This includes processes for appeals, redeterminations, document
management, fraud and error, and debt management. They have worked to
understand what is needed to deliver the local pre-claims support service that the
government has committed to. They have also worked to define the assessment
model the agency will adopt in delivering the disability-related benefits.

25. New ways of working have been well established within the programlmme.
Multidisciplinary teams have been successfully embedded and now include
operational staff from the agency. These teams bring together the relevant staff
from across programme functions — such as policy, digital and user research — to
work together on the design of benefits and processes.

26. The programme and agency have worked well to build and promote a positive
culture with their staff and stakeholders. There is a clear focus on the principles
of dignity, fairness and respect throughout coommunication and engagement
activities. The agency has worked closely with third sector organisations to
communicate about its progress and to gather views and feedback from people
who will be affected by how it operates. It has also put in place a customer
insight team to capture and learn from customer feedback.

@)—

The Chamber
deals with appeals
against decisions
made by Social
Security Scotland
Social security
chamber



https://www.socialsecuritychamber.scot/home
https://www.socialsecuritychamber.scot/home
https://www.socialsecuritychamber.scot/home
https://www.socialsecuritychamber.scot/home
https://www.socialsecuritychamber.scot/home
https://www.socialsecuritychamber.scot/home
https://www.socialsecuritychamber.scot/home
https://www.socialsecuritychamber.scot/home
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27. The Scottish Government aims to ensure the agency is representative of
people receiving benefit payments from Social Security Scotland. The agency is
using a range of recruitment approaches to help it to achieve this aim, including
attending jobs fairs, holding recruitment open days, and working with third sector
organisations. It has held roadshows in a wide range of locations, including
foodbanks, Job Centres, community resource centres and churches.

The Scottish Government has introduced its Carer’s Allowance
Supplement and Best Start Grant Pregnancy and Baby Payment

28. The Scottish Government launched its Carer’s Allowance Supplement (CAS)
on 3 September 2018. This provides a top-up to people already in receipt of
Carer’s Allowance to bring the amount of money received in line with Jobseeker's
Allowance. This has been introduced as a short-term measure until the Scottish
Government is ready to take over delivery of Carer’s Allowance, whereby it can
make changes to the benefit including the payment amount.

29. CAS is paid as two lump sums each year to people who meet the eligibility
criteria on a set qualifying date. In 2018/19, the supplement was paid to
approximately 77,000 people, totalling £33 million.

30. Social Security Scotland makes the payments. The agency requires the DWP
to provide information identifying people in Scotland who are in receipt of Carer's
Allowance. The agency and the DVWP agreed a Service Level Agreement on
30 October 2018, setting out the arrangements for sharing this information.

31. At the same time as launching CAS, Scottish ministers took on executive
competence for Carer’s Allowance. Executive competence means that the
Scottish Government is responsible and accountable for the delivery of the
benefit. It has currently agreed that the DVVP will continue to deliver the benefit
on the Scottish Government’s behalf. The Scottish Government and the DVWP
put in place an Agency Agreement on 30 October 2018, setting out the delivery
arrangements. The agreement states that no changes will be made to how
Carer’s Allowance is administered while the DVWP continues to deliver it. The
Scottish Government will pay the DWP for the costs associated with delivering
the benefit to people in Scotland. The agreement is initially for two years but can
be extended if both parties agree.

32. The Scottish Government launched the pregnancy and baby element of

its Best Start Grant (BSG) on 10 December 2018 (Exhibit 1, page 10).

The BSG is the Scottish Government's replacement for the UK benefit, Sure
Start Maternity Grant (SSMG), which was delivered by the DWP before being
devolved to Scotland (and continues to be delivered by the DWP in England and
Wiales). The Scottish Government has made changes to the eligibility criteria for
the benefit and to the payment amounts (Exhibit 2, page 14).

33. Social Security Scotland administers and pays the BSG Pregnancy and Baby
Payment. The agency has agreed access to DWP systems to allow it to check
and validate some aspects of applications. In Part 2 of the report, we discuss

in more detail the systems and arrangements in place for the sharing of this
information (paragraph 84). The Scottish Government has actively promoted
both the CAS and BSG Pregnancy and Baby Payment through media campaigns
and ongoing communications.
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34. By the end of January 2019, BSG Pregnancy and Baby Payments had been ( : )

made to 7,000 people, totalling £2.7 million. In 2017/18, the UK Government Supplementary
made 4,000 SSMG payments in Scotland at a cost of £2 million. Initial Scottish Costings: Social
Fiscal Commission (2) forecasts expected that in 2018/19 the payment would Security Best Start
be made to 4,000 people at a cost of £1.7 million. It also forecasts that 13,000 Grant (Pregnancy
BSG payments will be made in 2019-20, at an estimated cost of £5.6 million. This and Baby Payment)
is £3.1 million more than the projected cost of SSMG payments over this period, Scottish Fiscal
if these were still being delivered in Scotland. Commission
-
Exhibit 2

BSG Pregnancy and Baby Payment is available to more people and offers more money than the
benefit it has replaced

f} - E BSG Pregnancy and

Baby Payment

Sure Start
Maternity Grant o Eligibility
Eligibility f You must be one of the following:

You must be one of the following: The parent or carer of the baby, or the parent or carer

» The parent or carer of the baby, or of a dependent mother under 20 years old, and in
the parent or carer of a dependent receipt of one of the qualifying forms of assistance,
mother under 20 years old, and in which has been extended from the SSMG list.

receipt of one of the qualifying forms

T r— The mother of the baby, 18 or 19 years old, in school,

college or training, and your parent or carer is in

Application window receipt of a qualifying child-related benefit.
« From 11 weeks before due date to The mother of the baby, or her partner, and
3 months after birth. under 18 years old.

» Within six months of taking [ -
responsibility for a child and up to the . . .
child's first birthday where claimant Application window

has taken over responsibility for child. ) .
From 24th week of pregnancy to six months after birth.

Payment amount Up to one day before child's first birthday where

« £500 for first child only claimant has taken over responsibility for child.

» £500 or £1,000 for subsequent
twins/triplets depending on g| Payment amount

circumstances
£600 for first child

DWP £300 for subsequent children

£300 for additional payment for twins/triplets

\-} . Sacial Security Scotland

Source: Audit Scotland



http://www.fiscalcommission.scot/media/1355/supplementary-costing-social-security-best-start-grant-pregnancy-and-baby-grant-september-2018.pdf
http://www.fiscalcommission.scot/media/1355/supplementary-costing-social-security-best-start-grant-pregnancy-and-baby-grant-september-2018.pdf
http://www.fiscalcommission.scot/media/1355/supplementary-costing-social-security-best-start-grant-pregnancy-and-baby-grant-september-2018.pdf
http://www.fiscalcommission.scot/media/1355/supplementary-costing-social-security-best-start-grant-pregnancy-and-baby-grant-september-2018.pdf
http://www.fiscalcommission.scot/media/1355/supplementary-costing-social-security-best-start-grant-pregnancy-and-baby-grant-september-2018.pdf
http://www.fiscalcommission.scot/media/1355/supplementary-costing-social-security-best-start-grant-pregnancy-and-baby-grant-september-2018.pdf
http://www.fiscalcommission.scot/media/1355/supplementary-costing-social-security-best-start-grant-pregnancy-and-baby-grant-september-2018.pdf
http://www.fiscalcommission.scot/media/1355/supplementary-costing-social-security-best-start-grant-pregnancy-and-baby-grant-september-2018.pdf
http://www.fiscalcommission.scot/media/1355/supplementary-costing-social-security-best-start-grant-pregnancy-and-baby-grant-september-2018.pdf
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Part 2

How has delivery been achieved?

Key messages

1 Delivery of the first benefits has been more difficult than expected
but the programme has responded well to the challenges to date. The
Scottish Government is prioritising the safe and secure transfer of
benefits and taking a phased incremental approach to delivery. The
scale and complexity of the process has become clearer as teams plan
the delivery of individual benefits.

2 The pace of delivery has put significant pressure on programme and
agency staff. The programme has relied more heavily on temporary
and contractor staff than planned because of difficulties in recruiting
people with the skills and experience it needs.

3 The programme has short-term programme plans to support delivery
of the first wave of benefits. However, it does not have a detailed
enough view of the critical path to support delivery of all benefits.

4 The programme’s financial reporting focuses on spending against the
annual budget. It does not clearly monitor or report how much it will
cost to fully implement all the benefits. The Scottish Government has
spent £87 million to date on implementing the devolved social security
powers. In addition, it expects to have spent £16 million on operating
the new agency by the end of March 2019.

The programme is taking a phased approach to the
implementation and delivery of the new benefits

35. The Scottish Government has made the safe and secure delivery of

the devolved social security benefits its clear priority in its approach to
implementation. To achieve this, the Scottish Government has chosen to phase
implementation beginning with less complex benefits. This is to allow it to
establish and test core systems, ways of working and processes before these
need to be able to cope with the more complex benefits. The government has
deliberately chosen to implement first the benefits that have smaller caseloads,
involve one-off payments, and do not need medical or physical assessments.

36. The programme has adopted an Agile approach to developing the technology
solutions needed to deliver the benefits. Agile involves developing and delivering
solutions incrementally, focusing on the minimum requirements first and adding
more functions as required over time. This approach means that detailed plans
cannot be developed for the life of the programme; there is more certainty in
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the short term and the detail is worked through as the programme progresses.
There still needs to be overall clarity about the key decision points and the
interdependencies between different parts of the programme.

37. Adopting this approach is reasonable to support the priority of safe and secure
delivery, as it allows the programme to test systems, learn from experience

and make adjustments before fully rolling out the new systems. It also allows
technical solutions to be delivered on a phased basis to meet the needs of
different benefits, rather than needing to wait until all system requirements

are fully known and developed. Agile methodology puts users at the centre of
developing solutions; this fits with the programme aim to fully involve those who
are affected by the new system in its development.

38. The programme continues to show a commitment to reflecting on its
progress and learning lessons. Multidisciplinary teams hold regular sessions to
share learning and experiences with others. These are open to all progralmme and
agency staff to attend and provide a space for internal challenge. There are also
routes for agency staff to feedback on operational learning to programme staff.
At a more strategic level, the programme has been carrying out a lessons-learned
review on the launch of the BSG Pregnancy and Baby Payment.

The complexity and challenge of delivering the first benefits has
been more than expected

39. In our March 2018 report (&), we highlighted the scale and complexity
of implementing the social security powers. The programlnme was at a critical
point as it moved into the delivery of its first wave of benefits. The Scottish
Government and programme staff recognised this.

40. As set out in Part 1 of this report, the government has delivered against its
initial public commitments. However, the pace and challenge of doing so has
been beyond what was expected. The programme now better understands the
complexity of the individual benefits and the interdependencies. It has responded
well to the challenges to date, maintaining a clear focus on the safe and secure
transition of the devolved benefits.

Thorough programme arrangements are in place but have been put under
pressure by the pace of decision-making

41. The programme has put in place thorough governance and organisational
arrangements (Appendix 2, page 38). Board structures are well embedded,
there are clearly defined roles for senior officers, such as the Senior Responsible
Officer (SRO) and the Programme Director, and senior staff provide collective
leadership. The programme continues to give a clear focus to risk management
with processes well developed. The programme has continued to review and
improve the way it provides information to management boards. For example,
the introduction of a delivery confidence report for the delivery board has

helped to update members across the wide range of programmme activity and to
focus discussions.

42. The pace of decision-making required to support delivery timelines has been

a challenge to the governance and oversight arrangements. The delivery board
provides an effective forum for regularly challenging and overseeing the programme,
which would not be possible at main programme board level. However, the delivery
board deals with a significant volume of papers and a wide range of decisions,
which can be challenging for members. It is not always clear that decisions are
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being appropriately escalated or reported to the programme board, although board
members report feeling well coommunicated with on decisions.

43. There continue to be examples of decisions needing to be taken outwith

the governance boards so that they are in time for delivery needs. For example,
the decision to proceed with a major procurement exercise was escalated from
the delivery board to the SRO. The delivery board had not been able to reach
agreement following discussions at three board meetings, a dedicated workshop
and through correspondence. The final decision needed to be taken quickly to
meet the procurement timelines. Had more time been available in the process,
the decision could have been postponed for the next delivery board meeting or
escalated to the Programme Board to arrive at a collective decision.

44. There are also examples of decisions being made by correspondence rather
than at a meeting. These decisions are recorded and reported at board meetings.
However, routinely needing to take decisions outwith formal meetings risks these
being taken without the important input, challenge and support of board members.

Programme planning has remained challenging

45. In our March 2018 report, we highlighted that building enough time into plans
for procurement and assurance activity should be a priority for the programme.
At that time, we found evidence that demanding timescales were not allowing
enough time for procurement activities. We also reported that project-level plans
were not sufficiently developed and integrated to allow effective joint planning of
assurance activities. This is still the case.

46. Good programme planning is critical to successful delivery. Key decision
points and the dependencies between different areas of the programme need to
be well understood and clearly communicated. The programme has developed a
user-friendly overarching programme plan, which is reported to the programme
board. It currently includes detail only up to the end of wave one delivery.

47. The programme has started programme planning for wave two. It has
developed a high-level roadmap setting out overall delivery timescales for wave
two, and some individual workstreams have more detailed planning towards
go-live timescales. As yet, the plans do not set out a clear picture of the key
decisions, when these need to be made and how they impact on each other, in
order to successfully deliver the wave two benefits and future transfer of existing
claimants. Without this, the programme risks taking decisions without fully
understanding, and considering, their impact on future delivery needs.

48. The programme'’s ability to develop and maintain effective planning
arrangements has been affected by a lack of staff continuity. Over the last year,
the programme has had three programme managers and the post was vacant for
approximately three months. The current post holder is an interim appointment. It
has been difficult for the programme to recruit staff with experience and skills in
managing large-scale and complex delivery programmes.

49. Not having sufficiently well-developed plans also affects others who are
involved in the design and delivery of the devolved benefits. Other Scottish
Government teams that support the programmme, such as procurement and
assurance teams, need to be able to plan their own activity to ensure they have
the right staff available at the right time to meet the programme’s needs. This is
not happening as well as it should be.
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50. The programme values the input from quality assurance activity, but at times
finds it a burden on staff and difficult to manage within delivery timelines. Better-
developed plans would help the programme work with assurance colleagues

to address these concerns, for example by informing discussions about what
elements of delivery could be assured at programme level and what elements
need to be reviewed for individual benefits.

Good operational relationships with the DWP have been maintained as
the scale of interdependence has become clearer

51. The Scottish Government recognises that it needs to work effectively with
the DWP to ensure the safe and secure transition of the devolved benefits. The
programme has maintained productive working relationships with the DVWP
across operational areas. Staff engage in regular communication with DWP
counterparts and a range of joint meetings take place.

52. The programme’s planning team has been engaging with the DWP on

joint planning but progress has been affected by the wider planning challenges
outlined above. In our March 2018 report, we highlighted the importance of joint
delivery plans to allow the programme to manage the dependencies and joint
risks with the DWP. The programme and the DWP are working together to create
a Joint Critical Milestone Plan.

53. The new digital systems the Scottish Government aims to establish will be
interdependent with existing DVWP systems. The details of this interdependence
have become clearer as decisions on implementation have progressed. The
programme has worked hard to address these interdependencies without
impacting on its delivery timelines, but these have led to additional costs,
workload pressures and the need for contingency arrangements. We discuss
these issues further in paragraph 84.

The programme has found it difficult to recruit the range of skills
and experience it needs

54. The programme has assessed that to manage its expected workload it
needs 345 core members of staff covering a wide range of roles. However, it
has routinely been operating with about 30 per cent of these posts unfilled. This
is a significant gap in resource and has led to high numbers of contractors within
the programme. It has also led to significant pressure on programme staff, for
example requiring some to work across multiple roles.

55. In addition to these core programme posts, there are staff in other teams
—including the Chief Digital Office’s (CDO) team, social security policy, and
Communities Analysis Division — who are also working on the social security
implementation. In total, there are just over 460 members of staff working on
implementation (Exhibit 3, page 19).

56. There have been specific challenges recruiting people with the required skills
for the Social Security Directorate’s CDO team, particularly in areas such as cloud
computing and cyber-security. These specialised skills are in short supply across
Scotland. The use of contractors can be a good way of bringing specific skills
into the team when these will only be needed short term, and the CDO's team
expected to make use of contractors. As a result of the recruitment issues, it has
needed to use many more contractors than expected with over half of the team
employed on this basis.
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Exhibit 3

More than 460 people are currently employed to implement the social security benefits

, 463 w

People are currently employed to implement
the social security benefits
Programme Chief Digital Policy staff, Communities
staff Office staff Analysis Division and other
® ° ®
SR Ja iay
56 97.4 97.1
FTE FTE
Contractors/
interim 26F'%.2
51 46.4 97.1
Contractors/  Permanent Permanent
interim
213.2
Permanent
Cost of staff
L Contractors/ Permanent )
interim staff staff

£10.3
million
090,

107 356.7
o FTE

£9.1

million

Note: 1. Cost for April-December 2018.

Source: Audit Scotland; and the Scottish Government
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57. The high level of contractor and interim staff use has implications for the
programme in terms of costs and continuity. As highlighted on page 18 in
relation to programme planning, quick turnover of staff in key functions limits the
programme’s ability to develop and maintain core processes. Like other areas

of the Scottish Government, the programme has also experienced relatively

high levels of internal staff turnover as competing demands lead to staff moving
between directorates. When staff move or change role, additional time and effort
is needed to build relationships and an understanding of the programme.

58. The programme reviewed its resource needs during summer 2018, resulting
in it identifying that it required 174 additional posts. This was a significant increase
to the size of the programme and reflects in the main the greater understanding
of the complexity involved in implementing the benefits. For example, it was
identified that for delivery of the BSG the programme would need three separate
multidisciplinary teams rather than the one originally planned. The complexity of
delivery has also meant that staff have been needed for longer than expected on
projects and therefore have not been available to progress new areas of work.

59. Recruiting to these roles has taken significant effort from programme
staff. In some cases, multiple recruitment rounds have been needed to recruit
the number of staff required. The level of recruitment activity has also placed
pressure on the Scottish Government's corporate human resource functions.

60. Staff demonstrate a high level of commitment to the success of the social
security programme. The pace of change and delivery over the last year has been
very demanding on staff and has been compounded by the resourcing issues.

The programme has not been regularly estimating and reporting
the long-term implementation costs

61. We reported in our previous audit that the Scottish Government had set out
in the financial memorandum to the Social Security Bill its high-level expectations
of how much overall implementation of the devolved benefits would cost.

This work was completed in 2017 and estimated the cost to be £308 million.

It acknowledged, however, that this was based on a number of high-level
assumptions and would depend significantly on a number of key decisions yet to
be taken about the Scottish system. This estimate has not been revised.

62. At the time of reporting last year, the programme had started work on a five-
year financial plan to specify in more detail the implementation and operational
costs set out in the financial memorandum. An initial plan has only recently been
introduced and has not yet been reported to the programme board. The five-year
financial plan does not align with the three cost elements included in the original
financial memorandum estimate: staff, estates and IT.

Oversight and scrutiny of overall implementation costs has been limited
63. Without estimates being refined and clarified, programme board members
are unable to effectively scrutinise the programme’s progress, determine if it is on
budget and assess if it has the resources it needs for successful delivery.

64. There is limited evidence of whole-life implementation costs being discussed at
the programme board, including the expected costs beyond the end of the current
parliamentary term. There is no clear reporting to board members on the long-term
financial impacts of investment, policy and delivery decisions. Finance reports to
the programme board up to the end of 2018 include a general overview of the
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estimated £308 million to be spent up to the end of the 2022/23 financial year.
This is not detailed, and it is not clear how it links to programme plans, delivery
timelines, awards of contracts or other key programme decisions. It is also unclear
if the £308 million estimate of implementation costs reported to the programme
board has been calculated on the same basis as the financial memorandum.

65. Many factors have progressed, are more clearly defined, or have arisen that
have the potential to significantly change the whole-life cost of implementation
from the original estimate. These include:

e the large increase in the programme’s staffing establishment, and the use of
contractors while the programme is recruiting and training permanent staff

e the decision that Social Security Scotland would carry out disability-
related assessments, which was not confirmed at the time of the financial
memorandum and not detailed in the cost estimate

e decisions on the delivery of the digital infrastructure, with contracts
awarded for digital solutions, without a clear tracking of this against the
estimated £190 million IT spending and the 200 per cent optimism bias
included in this estimate

* higher than expected costs associated with DWP implementation activity
and payment to the DVWP through agency agreements for delivery, as the
amount of work was previously unknown.

66. Finance reporting to the programme board focuses on annual budgets. Short-
term financial reporting has improved over the last year. Progress against budget
is set out clearly each month, and variances are explained.

67. The remit of the programme's Financial Review Board (FRB) includes
reviewing business cases from a finance perspective before they are reported
to the delivery board. The FRB's remit also includes reviewing the financial
implications for the programme of requests to change previously agreed plans.
We would expect the FRB to be reviewing business cases and investment
decisions in conjunction with a medium- to long-term financial plan before
resources are committed. There is limited evidence of business cases and
change requests being scrutinised at this board before decisions are taken at the
delivery board and no evidence that they are scrutinised in conjunction with the
financial plan.

68. Like other areas of the programme, the capacity of the finance function has
been affected by difficulties in recruiting enough staff with the right skills. In
particular, there has been very limited capacity within the finance team to support
the development of business cases. Social Security Scotland has also faced
challenges in recruiting suitably experienced finance staff.

69. Until February 2019, leadership of the finance functions across the social
security directorate, programme and agency was provided by a single Head

of Finance. This has limited the strategic focus on finance and the leadership
capacity across the three areas. With the growth of the programme and agency,
this was recognised as not being sustainable, and management structures have
recently been revised. We discuss the new structures in more detail in Part 3
(paragraph 112).
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The Scottish Government has spent £87 million to date on implementing
the new powers

70. We estimate that the Scottish Government will have spent £87 million by
the end of March 2019 on implementing the new and devolved social security
benefits (Exhibit 4).

71. On 31 December 2018, actual spending for 2018/19 was £33.8 million. The
programme’s forecast for spend at the year-end is £60.9 million, resulting in an
overspend of £1.3 million. However, it was expecting to take action to allow it to
reduce the overspend and meet its budget. In addition, the Scottish Government
expects to spend £16 million on operating Social Security Scotland in 2018/19.

72. The Scottish Government is required to pay the DWP for any implementation
and delivery activity it carries out on the Scottish Government'’s behalf. This is
done through quarterly payments from the Scottish Government to the DWP. It
has been difficult to accurately forecast the costs, partly due to the incremental
nature of the implementation activity. A finance recharging board, attended by
DWP and Scottish Government finance staff, is in place to discuss and agree the
costs. The DWP provides monthly finance reports to help with early identification
of any variance from forecast costs.

73. The Scottish Government paid the DVWP £3 million in recharges in 2017/18.
It expects the costs to be £7.3 million in 2018/19, although this is still to be
finalised. The 2019/20 budget for Social Security Scotland (Exhibit 7, page

33) includes £6.1 million to cover the costs of agency agreements and other
recharges from the DWP. Most of this, just over £5.8 million, is in relation to the
DWHP delivering Carer's Allowance on the Scottish Government’s behalf.

Exhibit 4

The Scottish Government will have spent £87 million on social security implementation by end March 2019

2018/19

Total spend

£87

&y million

2017/18 Forecast at

Upto

i £60.9

Annual Budget

No separate

£24.7 million £59.6 million £89.6 million
budget

Source: Audit Scotland; and the Scottish Government
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Understanding of fraud and error is at an early stage

74. It is important that people receive the financial assistance that they are entitled
to, and that public funds are well managed and used for their intended purposes.
There is an inherent risk of fraud and error in a social security system that is driven
by individual claims. The system is complex and can be difficult to navigate as
each has its own individual regulations and assessment criteria. The agency needs
to have effective arrangements to prevent, detect and investigate fraud and error.

75. The Scottish Government defines fraud as when someone has applied for,
or is getting, a benefit they know they are not entitled to. Error includes both
claimant and official error:

e Claimant error: where a claimant has provided inaccurate or incomplete
information, or failed to report a change in circumstances, but where there
is no fraudulent intent on the claimant'’s part.

e Official error: where a benefit has been paid incorrectly due to inaction, delay
or a mistake by the organisation responsible for administering the claim.

76. The inherent risk of fraud and error can result in both overpayments and
underpayments. For example, in its 2017/18 accounts the DWP estimated it had
made overpayments of 4.4 per cent of expenditure and underpayments of

two per cent of expenditure across all of the benefits it administered. Due to the
scale of fraud and error in the DWP's accounts and the fact that these payments
are not in line with the requirements of the legislation, the Comptroller and
Auditor General of the National Audit Office has qualified the regularity opinion
on the accounts for the last 30 years. \While the Agency relies on DWP for the
delivery of benefits, these levels of fraud and error will be relevant.

77. The programme and agency need to ensure that there are adequate

controls in the system to ensure public funds are spent properly, while making
processes as simple as possible for claimants. It will also need to have adequate
arrangements in place to assess, monitor and report on fraud and error levels

in the benefits that it pays out. The agency is establishing a fraud investigation
team and is developing separate fraud and error strategies. It published its fraud
strategy in September 2018 and aims to publish the error strategy shortly. The
Scottish Government is required under the Social Security (Scotland) Act 2018 to
establish a code of practice on investigations. This will set standards of conduct
and explain how a person'’s dignity will be respected during investigations.

78. We will consider levels of fraud and error, and the agency'’s strategies, as part
of our annual audit process.

Good progress has been made in implementing the digital
arrangements needed for the first benefits

79. The programme has delivered the digital infrastructure it had identified as
necessary to deliver the wave one benefits to date. The approach being taken
follows the principles of Scotland’s digital strategy. This means it is reusing
existing solutions where possible rather than building from new, and using cloud
technology to connect data and systems instead of building bespoke systems.
The programme has worked well to embed the Agile approach to development
and to establish cloud-based systems, which is a new way of working for the
Scottish Government.
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80. One of the main components of the digital infrastructure is the case
management system (CMS). This will manage the flow of claimant applications
and assess them against predetermined rules before payments are calculated.
IBM was awarded the contract in November 2017 to implement the CMS to
support the first wave of benefits. To date the CMS is being used to deliver
the BSG Pregnancy and Baby Payments. The functionality of the system was
delivered as a minimum viable product, meaning that it delivers the basic
functions required to allow the benefit to be launched. More functions will be
delivered over time.

81. The programme is considering potential revisions to the contract for the CMS
to support delivery of wave one benefits. The main reasons for this are:

¢ Planned unknowns in the contract — at the time of awarding the contract,
it included the delivery of CMS functionality to support an undefined
benefit. This was because, for the CMS to be delivered in time for the
BSG, the contract had to be awarded before the programme had decided
on the longer-term phasing of the benefits. As decisions have been made,
contract requirements have been revised.

¢ Increased complexity — the complexity of the benefits being delivered has
become better understood and has led to more work being required. For
example, when the contract was agreed, the delivery of the BSG was set
out as a single workstream but has since been split into three elements.

¢ Resourcing issues — the programme planned a phased transfer of the
staffing for this work from contractors to programme staff. This has not
happened as it has not been able to recruit the required staff. This has
also limited the planned transfer of knowledge and skills from IBM to
programme staff.

e Technical issues — when the contract was agreed, the programme
understood that the DWP owned a key piece of coding that would be
required. This was not the case and required the programme to negotiate
purchase of the coding from a third party, leading to an unexpected cost.
This also led to a significant delay in the work being progressed and
additional staff costs to deliver the required functions on time.

82. These factors are linked to the phased, incremental approach used by the
programme and it is to be expected that as more variables are known then
contract revisions may be needed. It illustrates the issues the programme has
encountered over the last year of high vacancy rates and understanding more
about the complexity of the benefits. This means that the contract cost, originally
forecast at £8.3 million, is likely to increase.

The digital infrastructure is complex and short-term solutions are being
used

83. The digital infrastructure delivered to date also includes a range of
components to deliver other functionality required, for example identity checks,
electronic notifications, and eligibility checks. These components are also being
delivered incrementally. The digital infrastructure delivered to date uses several
short-term solutions (Exhibit 5, page 25).
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Exhibit 5

The programme is using a number of short-term digital solutions

Iguml
Short-term Long-term

Babybox Database
(Verifying applications)

SPM

(Administers and processes benefits)

Amazon Web Services
(Cloud hosting)

Fraud and debt

(Management systems)

Royal Mail - print fulfilment
(Post)

GDS Notify

(Text updates to client)

One Scotland Mapping
Agreement

Equifax
(Validates bank details and identity)

AEM
(Creates, administers and presents {5:3 In progress
online forms)

Virtual Servers
(Virtual file transfer)

{o3 In progress

I

Front Line Cyber o . :

Protec‘;ion ® Being identified :

Other supporting ........................................

digital systems 3 ® Being identified E

(Telephony, document management, :
management information and audit) s

CPS E L :

(Payment System) 5 ® Being identified :

CIS N o

(Customer Information System) : ® Being identified .

Note: The Scottish Government has agreed a contract with the DWP to use the CPS and CIS systems for three to five years,
with the potential for extension. It is currently assessing the feasibility of developing digital systems at a Scotland-wide level
which could provide the required functions in the longer-term. The outcome of this work will inform any decision on the
continued use of the CIS and CPS systems.

Source: Audit Scotland; and the Scottish Government
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84. The digital solutions being put in place require a wide range of interfaces with
other systems. Exhibit 6 (page 27) shows the interfaces required to process
the BSG Pregnancy and Baby Payment. The planned CMS solution for the BSG
required an interface with DWP systems to check that the applicant had not
received the equivalent benefit from the DVWP. However, the interface between
the systems was not developed in time for the introduction of the BSG. This
meant that the programme had to redevelop parts of the system and put in place
manual workarounds to replace the automatic check. This has led to increased
processing times, and a higher risk of error. Developing the automatic check will
be completed later in the programme, adding to future workloads and pressure
on programme staff.

85. As reported last year, the programme chose to use the DVWP payments
platform to make assistance payments. The Scottish Government does not
currently have a platform to make the forecast volume of payments. It is also
using the DWP customer information system to allow the agency to check
applicants’ qualifying benefits, validate identity information, avoid claimants having
to provide the same information to different organisations, and to allow it to audit
staff access to cases.

The Scottish Government has continued to actively involve those
with an interest in the social security system

86. The Scottish Government has made a clear commitment to involve potential
users of the social security system in its design. It has continued to make good
use of its experience panels, working with them to consider issues including:

e agency operations — such as opening hours, branding and commmunication
e complaints, redeterminations and appeals processes

e benefit rules such as eligibility criteria, award durations and automatic
entitlements.

87. The Scottish Government has published accessible reports on the outcomes
of experience panel research. The Scottish Government reports that experience
panel members feel valued and listened to by having the opportunity to contribute
to the design of the new social security system. The Scottish Government has
also published results from public consultations, such as on proposed regulations
for Scottish benefits, along with independent analyses of the results.

88. Stakeholder feedback has led to changes in proposed regulations. For
example, the BSG regulations were revised to say that:

e ayoung parent can now choose to apply, or to nominate a grandparent to
apply on their behalf

e informal kinship carers who receive a DVWP benefit on behalf of a child can
now apply.

89. The programme and agency have asked members of the experience panels

and other stakeholders to carry out testing of early versions of digital systems and
applications forms. This is to ensure that they are learning from people who have direct
experience of current arrangements and who will need to use the new systems.
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Exhibit 6

Process for administering the BSG Pregnancy and Baby Payment

Client contacts the agency
Online, post or telephone

Systems used to process

@ GDS notify
(Text updates to

client)

Text message to client
to confirm receipt

£ SPM
ﬁ (Adminsters and
processes benefits)

Applicant registered
and case created

Verification PR
and Entitement |-~ . ...
validation to benefit | * axgf HMRC
@.
checks \ @ Babybox
database

Application process
complete and sent for
approval

Approved
Letter sent

m Royal Mail

Payment made

Source: Audit Scotland; and the Scottish Government
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Part 3

How well placed is the Scottish Government
to deliver the remaining benefits?

Key messages

1 Delivering the second wave of benefits will be a significant challenge
for the programme. The programme is doing the right things to try
and address the challenges, but there is a risk that constant short-
term delivery pressures do not allow the team the time and space to
implement the required changes.

2 The programme faces significant resourcing challenges as it scales
up for the work required for wave two benefits. It is aware of these,
but now needs to move quickly to identify and implement solutions to
ensure it has the people and skills it needs.

3 It is important that there is greater clarity of the estimated total costs of
setting up the Scottish social security system. The programme needs
to clarify its priorities and intended outcomes in its revised business
case. This should show how outcomes will be delivered across the
planned timescales. Workforce and finance plans should then be
developed in detail to support delivery.

4 Delivering the devolved social security powers is a substantial long-
term programme. Many decisions about future benefits and how they
will be delivered in the long term are still to be made. This includes
decisions about long-term digital solutions. It will require the Scottish
Government to work closely with the DWP for a considerable time.

Delivery of the devolved disability benefits will be a step change
for the programme and agency

90. There is a substantial amount of complex work still required to deliver

the remaining wave one benefits by the end of 2019 (Exhibit 1, page 10). At

the same time, the work needed to design and implement the wave two benefits
will need to proceed quickly to meet the timescales the Scottish Government

has announced.

91. Wave two includes delivery of the most complex and highest risk benefits
being devolved. These will account for about 98 per cent of the expected annual
benefit expenditure of the agency once all benefits are implemented. They involve
more complex processes than those already implemented, including:
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e high-volume, regular payments
e assessment of eligibility, across a wide range of criteria

e varying payment amounts depending on people’s circumstances, which
could also change over time.

92. Some of the benefits that are yet to be implemented, particularly the
disability-related ones, have a more significant impact on recipients’ regular
income than the benefits already implemented. This increases the importance of
getting delivery and administration of the benefits right.

93. The Scottish Government has committed to delivering two new forms of
assistance: a Young Carer Grant and a Job Grant. It has also made a commitment
through its Child Poverty Act (Scotland) 2017 to work towards introducing an
income supplement by 2022. The government has decided that the social
security programme will lead the feasibility stages of this work, adding to the
scope of the programme. A feasibility study has been started, looking at delivery
options, which is due to report in summer 2019. This could be a significant
additional undertaking.

94. The timeline at Exhibit 1 (page 10) outlines the delivery commitments

the Scottish Government has made. The programme is already working at a high
pace. Given the emphasis on safe and secure delivery and the complexity and
scale of work ahead, it is difficult to see how the programme could progress
more quickly. There is a vast amount of work required, by way of policies,
processes and systems, to deliver on these commitments. Much of this will need
to happen while the programme and agency are working towards the launch of
the remaining wave one benefits. This includes:

e regulations for each of the benefits still to be devolved, involving public
consultations and scrutiny by the Scottish Commission on Social Security

e the locally delivered pre-claims advice and support service, expected to be
in place from the end of 2019

e an assessments model and digital tool for determining eligibility for
disability-related benefits and the staff to operate it

e replacing short-term digital solutions with longer-term arrangements to deal
with the complexities of wave two benefits

e continuing to establish the agency, including securing permanent main
office bases, establishing local office facilities, and the ongoing recruitment
and training of staff.
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There is a significant amount of work under way to prepare for the
next stage of delivery. This will need to be implemented quickly.

95. The programme and its staff show a good level of self-awareness and
willingness to reflect and challenge themselves on progress. But, given the
ongoing challenge and demand of delivering the rest of the wave one benefits
along with the work to design and implement the wave two benefits, there is a
significant risk that the programmme doesn’t have the time and capacity to learn
from experience to date and make the changes necessary to successfully deliver
on wave two timescales.

Programme governance and planning arrangements are being reviewed
96. The programme recognises that it needs to be able to make decisions quickly
and that this has been a challenge within its current governance arrangements.

It has started work to review how well its governance arrangements are working
and how they can work best to support it in future. As highlighted in Part 2 of
this report, the volume and range of issues being dealt with at the delivery board
has been very demanding. The programme recognises that it needs to focus the
work of the delivery board more clearly. This will need to be supported by a clear
understanding across the programme of which board does what, how and when
responsibilities are delegated from one board to another and within what financial
limits boards can take decisions.

97. The programme is also reviewing its governance arrangements for investment
decisions. The aim of the new arrangements is to make the process clearer, more
controlled and ensure more consistent reporting to boards. The programme has
brought in consultants to support this work.

98. This work will be progressed alongside a wider review of planning
arrangements. Programme planning for wave two is currently not sufficiently well
advanced. The programme will need to develop this quickly to set out the critical
path for the planned timescales.

99. The programme intends to update its overarching programme business case.
It struggled to resource this work and progress it as quickly as it had planned
and has brought in consultants to progress this. Not having an up-to-date
overarching business case makes it harder for the programme to bring together
its consideration of timelines, finances and staffing. An updated business case
would also help the programme to prioritise requirements if needed to meet
delivery timescales.

100. The programme is also looking at how it is set up to work, given the substantial
increase in staff numbers and the increasing range of workstreams. Organisational
and leadership structures have been revised (paragraph 102). The programme

is also considering how to adapt its Agile working approaches, such as the
multidisciplinary teams, to cope with the increased scale. As with much of the other
planned review activity, it will be a real challenge for the programme to find the
capacity to progress this activity and embed changes to support wave two working.

101. The programme, working with staff from the Scottish Government's
procurement team, is developing its contract management arrangements to ensure
that these are suitable for dealing with multiple suppliers. This will be important
when the programme moves into wave two, the number of contracts increases,
and some digital solutions will be being developed by more than one supplier.
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The programme is working to address its resourcing issues. This will be
critical to success.

102. During November and December 2018, the programme director
implemented a new organisational structure for the programme. With the growth
in the size of the programme and the increased demands of implementing wave
two benefits, it was recognised that the leadership structure was not sufficient to
manage the scale of activity. New management posts have been introduced and
the responsibilities of existing posts have been revised. This should strengthen
the capacity and resilience of the programme’s leadership.

103. A new role of Head of Resourcing and Digital Transformation was created
in November 2018 to provide a clearer focus on programme workforce
planning. The programme is trying to implement a more strategic approach to
understanding the numbers of staff each part of the programme needs, when,
and the specific skills and experience needed.

104. A review of the programme workforce began in December 2018. This is
intended to lead to a 15- to 18-month workforce plan to support preparations for
moving into the delivery phase for the wave two benefits. The programme aimed
to complete this review by the end of January 2019, but it has taken longer than
expected. Given the delivery timescales, it will be challenging for the programme
to reflect on and address the findings of this review activity before needing to
make significant progress with implementing wave two.

105. The resourcing challenges faced by the programme are not unique, but
they are particularly acute given the pace of development and the level of risk.
There are challenges across the Scottish Government, and public services more
generally, in recruiting people with skills and experience in a number of areas:

e digital skills — particularly including cloud computing, cyber security and testing

e programme management skills — particularly including experience of large-
scale programmes and use of Agile methodologies

e Agile working skills — including product owners
e business analysis skills.

106. The programme has set up a workforce planning group, which started
meeting in February 2019. It is expected that this group will also lead on work to
plan for the transfer of staff from the programme to the agency. The programme
expects that this will be gradually mapped out over the next few years. It will

be important that the programme considers the long-term needs of the agency
appropriately when making resourcing decisions.

107. The programme is working closely with the Scottish Government's People
Directorate team responsible for workforce, skills and capacity. They are working
together to consider solutions to the recruitment and skills issues. Options being
considered include:

e streamlining the recruitment process

e widening out the range of roles that qualify for enhanced salaries, taking
into account that some types of roles within the programme are new to the
government (the Scottish Government currently offers salary supplements
for some specialist roles which it has identified as hard to recruit).
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e creating clearer career paths within the government for non-traditional
professions, such as business analysts, to attract and retain staff

e approaches to growing the Scottish Government’s own skills base,
including through apprenticeships.

108. The programme understands the resourcing challenges and risks. Resourcing
features as a top-level risk in the programme risk register. We highlighted these
challenges in our March 2018 report and the early steps the programme was
taking at that time. The programme, along with colleagues in other parts of the
Scottish Government, now needs to address the current skills gaps. Many of the
options being considered are long-term in nature and while important for finding
sustainable solutions will not address the immediate capacity risks.

109. Alongside the increased use of contractors and temporary arrangements,
the programme has relied heavily on the commitment of the staff it does have.
Given the real likelihood that the pace and pressure within the programme will
increase, there is a high risk of a decline in staff morale and staff leaving, resulting
in the loss of existing skills and experience.

Finance arrangements are being revised and need to prioritise
better monitoring and reporting of overall cost

110. Budget monitoring reports to the programme board have improved over the
last year and now include forecasts, actual expenditure and variances. However,
further improvement is required. There needs to be much clearer reporting of
longer-term programme costs, profiling of when the progralmme expects to
spend money and the impacts of policy, investment and delivery decisions. This
should cover the full implementation period.

111. It is important that any cost estimations are fully aligned with timelines and
workforce plans. This will ensure that the programme has an overarching picture
of the delivery timescales, and the resources — both financial and human — to
achieve them.

Staffing structures have been revised to clarify roles and enhance focus
112. The programme and agency revised their finance staffing structures in
February 2019. There was previously a single Head of Finance responsible for the
Social Security Directorate, including the programme, and the new agency. This
has now been separated into two roles:

e Head of Strategic and Programme Finance, covering directorate and
programme finance

e Head of Finance for Social Security Scotland, covering agency finance.

113. The new arrangements should provide a clearer focus on the different

aspects of finance and should help to increase capacity. There remain wider skills
and capacity issues within both programme and agency finance functions, which
will still need to be addressed to ensure adequate finance support and leadership.

114. An independent review of the finance functions across the programme and
agency is under way. It aims to ensure arrangements and processes are fit for
purpose as the programme and agency grow. This was initially due to take place
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in late 2018. Difficulties in getting a suitably experienced finance professional,
from outwith the programmme and agency, to lead the review have led to delays.
Improvements are required to ensure the finances of the programme and agency
are appropriately managed and value for money is achieved.

The 2019/20 social security budget of £78 million was more transparently
set out, but managing within this will be a significant challenge

115. In 2017/18 and 2018/19, the Scottish Government'’s budget for social security
was included within its wider budget for implementation of non-tax elements

of the Scotland Acts. It was not separately set out or identifiable and required a
budget transfer through the Spring Budget Revision process. For 2019/20, this
has changed, with a social security budget clearly set out within the Scottish
Government'’s Social Security and Older People portfolio (Exhibit 7). With Social
Security Scotland now established as an executive agency, it now also has a
separate budget.

116. For 2019/20, the programme estimated that it would need a budget of £118
million. The programme was allocated an initial budget of £78 million. Managing
expenditure within this budget is challenging given the level of activity anticipated.
The Scottish Government has a process for reviewing and revising budgets
within the year. WWhere there are in-year revisions to the budget, these need to

be transparently reported to the FRB and programme board. This should include
a clear explanation of what any additional funding has been allocated for and any
impact on longer-term plans and costs of the programme. It is also important that
any significant changes are transparently reported to the Parliament as part of
revised budget reporting arrangements.

Exhibit 7

The 2019/20 budget for social security is clearer than in previous years

2019/20 Expenditure

o Social security advice, policy 778 Revenue: 67.8
and programme costs ' Capital: 10
. Social Security Scotland 415 Revenue: 41.5

Total 119.3 119.3

Source: Scottish Budget 2019/20, Scottish Government
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Key decisions will need to be made on the longer-term options
for digital infrastructure

117. As reported in paragraph 35, the digital infrastructure is being developed

in phases. This means that the agency will have a significant long-term digital
programme to deliver final solutions. This may include further developing current
solutions or replacing interim solutions. The social security digital team is working
with current Scottish Government digital directorate projects that are looking at a
Scottish payment platform and online identity assurance.

118. Currently all digital staff work within the Chief Digital Office (CDO) in the
social security directorate. The agency has no digital staff, but some of the
directorate digital team are located in the agency offices. The CDO is starting to
consider what skills may be needed in the agency in the longer term to run the
digital infrastructure. Given the vacancy rate, the team is trying to get permanent
staff into these key roles. The CDO is using Agile methodology to build the digital
infrastructure, and although agency staff are involved in the multidisciplinary
teams, the agency needs to ensure that it has enough staff with the appropriate
skills to effectively participate and promote agency requirements.

119. The phased development of the digital infrastructure means that more
functionality is built in over time. The multidisciplinary teams decide which
requirements are priorities and add these to delivery plans. There are many
competing requirements across the programme and agency, including operational
requirements, security considerations, fraud controls, policy requirements

and systems requirements. One of the lessons learned from delivering the

BSG Pregnancy and Baby payments has been the need to look at how these
requirements are prioritised and to ensure that staff across the programme and
agency can participate effectively in the process. This will be critical as more
complex systems are being developed.

120. In wave two, the digital infrastructure will become significantly more complex,
with the case management system a core part of the delivery of ongoing

benefits, as well as being developed for wave two benefits. This will require
strong governance to coordinate the work of different teams and understand
interdependencies. The programme and digital team are currently reviewing how
best to achieve this, and this will be key to effective delivery of the systems.

121. The programme is currently procuring a contractor to develop and configure
the CMS for wave two benefits. The programme aims to appoint a contractor in
early summer 2019. The timescale for this procurement was very challenging and,
based on feedback from potential suppliers, was extended to give more time for
bids to be submitted. Once the contractor is appointed, work will need to progress
very quickly if the required infrastructure is to be in place when it is needed.

122. The CDO is looking at how to address the vacancy rates in the team.
Recruiting people with digital skills is difficult across the Scottish Government,
and the team is realistic in its expectation that it will not be able to fill all
vacancies. It is considering procuring a partner to fill the vacancies in key areas
such as cloud architecture and 24-hour system monitoring. This would give the
team a more structured and controlled response rather than continually employing
temporary staff.
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Full implementation of the new powers will continue into the
next parliamentary term

123. On 28 February 2019, the Cabinet Secretary for Social Security and Older
People announced the Scottish Government’s high-level timelines for delivery
of the remaining benefits. The planned delivery dates are set out in Exhibit 1
(page 10). It is important that people affected by the new devolved powers
know what is happening. The announcement was a positive step in sharing
information publicly about the delivery timetable and the intended order of
implementing the benefits.

124. The Scottish Government published several policy papers alongside the
timeline announcement. These provide more detail on its plans for delivery of
the benefits to people making new claims and how it intends to manage the
transition of people who are currently in receipt of these benefits from the DWP,
into the new Scottish system. It also launched a public consultation on how it
plans to deliver disability assistance.

The programme and agency will be reliant on the DWP for a number of
years

125. Scottish ministers will take on executive competence for all the devolved
benefits no later than 1 April 2020 (Exhibit 1). Social Security Scotland has an
agency agreement with the DWP, and has announced that it will enter into further
agreements, for the continued delivery of some benefits until it is ready to take
on delivery. These will cover the interim delivery of some benefits, during the
process of transferring claims, and the delivery of Severe Disablement Assistance
and Industrial Injuries Disablement Benefit on an ongoing basis.

126. This ongoing delivery relationship will need to be carefully managed by

the Scottish Government and the agency. The transfer of people from DVWP
systems and benefits to Scottish ones will continue for several years. For it to be
successful the DWP and the agency will need to continue to work closely for a
significant time period.

127. The Scottish Government will continue to rely on DVWP for access to
information and IT systems. As mentioned in paragraph 84, the Scottish
Government has opted to use a number of DWP systems as short-term solutions
to support the delivery of the benefits. Further, where it is developing its own
systems, there are areas where it is reliant on access to DWP component parts
to support this. The digital solutions being implemented in Scotland also rely on

a range of interfaces with DWP systems, for example to verify information in
applications. This relationship will require ongoing commmunication, negotiation and
effective joint planning.

128. The eligibility criteria for many of the devolved benefits include the applicant
being in receipt of another specified benefit, most of which remain reserved to
the DWP. The Scottish Government wiill therefore need a long-term arrangement
to verify this information with the DWP.



36|

Measuring success will be important to show value for money and
improved outcomes

129. In the long term, as the benefits transfer to the agency, the focus of activity
will move from implementation to ongoing delivery. Improvements and changes
will continue to be needed but these will be as part of the agency’s business-
as-usual processes rather than separate implementation activity. The Scottish
Government needs to have a clear vision of the long-term shape of the agency
and ensure it is building the skills and expertise it needs to achieve this, for
example by developing its own policy, analysis, and digital functions.

130. The Scottish Government, through the Social Security Act and the Charter,
has committed to delivering a social security system based on dignity, fairness
and respect. The principles set out in the Act give a clear statement of the
Scottish Government's position, including that social security is an investment
in people, a human right, should contribute to reducing poverty, and should be
delivered in a way that respects and involves people.

131. It is important that there are clearly set out measures of success to

provide an ongoing focus on achieving the principles of the Act and the Scottish
Government's expected outcomes. These will need to be underpinned by robust
information and data to monitor progress over time. As noted in paragraph 19,
work has started to develop a measurement framework for the Charter.

132. It is important to make sure that the revised programme business case
is clearly aligned to the Scottish Government’s social security policy aims
and outcomes. This will help to ensure that decisions are based on a good
understanding of their impact on achieving these aims and that the
programme can assess and demonstrate the value for money of its delivery
and investment decisions.
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Appendix 1

Audit methodology

We reviewed and used a range of information during our audit, including the following:

e Papers and minutes from the Scottish Government’s Social Security Programme Board and programme
management documentation

e Papers and management documentation from Social Security Scotland
e Papers and official reports of the Scottish Parliament's Social Security Committee
e Scottish Government budget documents
e Scottish Fiscal Commission economic forecasts
e Minutes of the Joint Ministerial Working Group on Welfare
e Annual audit work on the Scottish Government.
We spoke to representatives from:
e Scottish Government
e Social Security Scotland

e Scottish Fiscal Commission.
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Appendix 2

Governance and organisational structures

Social Security Director

Senior Responsible Owner (SRO)
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ultimately responsible for delivery
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Social Security Programme Board
Chair: Director General for Organisational Development

and Operations (the Accountable Officer for social security)
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e to support the SRO to make decisions on programme

isterial

: Director provides
i support and H

escalated to SRO

i challenge 3 | Delivery Board
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security benefits
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Heads of Service

e Corporate services

e Finance

e Governance and Strategy

implementation.

e provide management direction and prioritisation
to the programme
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and significant decisions
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|
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Change Control
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‘ Risk Review Board ’

Design Authority
Business Technical Delivery
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impact on agreed delivery milestones for decision

Local delivery and client experience
Operations

Source: Audit Scotland; and the Scottish Government

Multidisciplinary teams
Involves staff from across the programme

and other function including digital, policy procurement
and analysis. Teams can make decisions within
parameters of the approved workstream level plans.
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