
CabinetSecretary for Financeand SustainableGrowth
John Swinney MSP

T:0845 7741741
E: scottish.mi nisters@scotland.gsi.gov.uk

Andrew Welsh
Convener
Finance Committee
Scottish Parliament
EDINBURGH
EH99 1SP

13 June 2008

IMPROVING EXTERNAL SCRUTINY
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You will recall that in January of this year, I appeared before the Finance Committee to give
evidence on the Government's response to Professor Crerar's review of the external scrutiny
of public services in Scotland. During the session, I undertook to provide you with an update
of our thinking on improving scrutiny. I am pleased to be able to provide this.

You will see that a number of actions are now underway. They will help to deliver a more
proportionate system of scrutiny which gives more trust and responsibility to service delivery
bodies to deliver and improve services but maintains the assurances that independent
assessment of key services provides.

I will continue to keep you informed of progress and I would, of course, be happy to answer
any questions that you and your committee members have on the update.
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SCRUTINY IMPROVEMENT: UPDATE TO PARLIAMENT

1. Following the Scottish Government's response to the Crerar Review1, published in
January, the Government made a commitment to report to the Parliament on the direction of
travel being taken to deliver change and improvement to the landscape of scrutiny and
complaints handling of public services in Scotland.

2. This update provides details on what has been achieved to date, what remains to be
done and a timescale for change..

Government's Vision for Scrutiny

3. Any decisions on the form and function of scrutiny must be informed by a common
understanding of its role. For the purpose of scrutiny Professor Crerar recommended that:

'The role of external scrutiny is to provide independent assurance that services are
well-managed, safe and fit for purpose, and that public money is being used properly. '

4. The Government accepted that definition but added that another important outcome is
sustaining improvements and enhancements (from the results of scrutiny). We think that
there are, essentially, three things that Government, Parliament and the public should expect
from scrutiny: .

• Public services are focused on and contributing to the Government's Purpose and
Strategic Objectives;

• Public services are performing well (responsive, efficient/value for money, continually
improving) and are achieving outcomes; and

• Service users, their families and carers, are being given assurance or protected,
particularly vulnerable groups less likely to have a voice.

5. External scrutiny is justified where we do not have confidence that there are sufficient
other measures, incentives or safeguards within the delivery system to provide that
assurance to a reasonable degree. Government has already accepted that scrutiny should
be organised in line with the Crerar review's five guiding principles.2 An independent form of
scrutiny (independent from the body delivering the service and from the body setting the
standards) is viewed as important by the public3 and is accepted by the vast majority of
service delivery bodies.

6. The key features of an emerging scrutiny system are:

• Setting out what Government wants from 'scrutiny' and prioritising those most vital
parts of a scrutiny system;

• Acceptance that the main responsibility for continuous improvement lies with service
providers themselves but with Government and scrutiny bodies having a key role to
facilitate this;

1 Independent Review of Regulation, Audit, Inspection and complaints Handling of Public Service: Government response:
published 1ih January 2008
2 Public focus, independence, proportionality, transparency and accountability.
3 Ipsos Mori qualitative study of public perceptions on regulation, audit, inspection and complaints handling. See Annex C of
Crerar report for full details.



• The introduction of a system where delivery bodies 'earn' a reduction in scrutiny by
demonstrating that their self evaluation is leading to continuous improvement (the
converse being that more attention will be paid to those bodies which are not
performing); and

• A more proportionate scrutiny of service delivery linked to the new outcome based
approach: the use of risk based tools and scrutiny across bodies being more
co-ordinated, particularly around corporate audits which should increasingly be
organised around Best Value principles and which should take due account of
reporting progress against national and local outcomes.

Improving Scrutiny: What has been done

7. Scrutiny bodies have already introduced measures designed to bring about a more
proportionate approach to scrutiny. For example:

• Her Majesty's Inspectorate of Education has developed proportionate approaches to
the inspection of Local Education Authorities and schools. The revised approach to
LEA inspections has already been implemented, and in schools will be implemented
by August. Both approaches aim to target scrutiny according to risk and will
significantly reduce inspection times and the pre-inspection work for every local
authority and school;

• The Care Commission's new grading system, introduced in April 2008, puts a heavy
emphasis on self assessment. Its self-assessment model uses risk assessment
techniques to ensure regulatory inspections are more proportionate with the Care
Commission monitoring and evaluating service deliverers' views on their own
performance. Consideration is also being given to reducing the minimum frequency of
certain care services, allowing the Commission the flexibility to develop further its
proportionate approach to regulation;

• The Social Work Inspection Agency is developing more targeted and proportionate
self-assessment approaches which will replace the cyclical benchmark inspections
when these are completed inApril 2009;

• The Scottish Housing Regulator (SHR) has moved to a risk-based approach, using
information on service quality, governance, housing quality and financial viability to
determine a proportionate level of engagement. Routine cycles of inspections have
ceased for housing associations and will cease for local authorities once the initial
.round of inspections has been completed and baseline data is available on the
performance of each. It engages with landlords that have a higher risk profile in a
variety of ways, using inspection only when necessary to obtain' assurance or secure
improvement; and

• A key principle of the Best Value Audit process is that it is risk-based and
proportionate. Audit Scotland undertake a risk assessment before each Best Value
audit to tailor audit work to fit the local context and focus on the identified strengths
and weaknesses of each council.

8. This is a promising start but more remains to be done and the pace of change must
be increased. Many scrutiny bodies are in the middle of a round of inspection programmes
which will provide important baseline information. Once these baseline inspections and any
necessary follow up inspections have been completed, it is our intention is to cease or scale
back all cyclical inspection of local government and health. The timing and intensity of any
future inspectionswill be based on an explicit assessment of risk.

9. We must be clear that the new proportionate approach to scrutiny is not about being
content with achieving minimum standards. We will work with scrutiny and delivery bodies to



ensure that the culture of continuous improvement and striving for excellence is embedded
across all public services. Those bodies whose self evaluation does not demonstrate a
continuous improvement will be subject to more rigorous and more frequent scrutiny than
those whose performance gets better and better.

10. Ministers have asked the Accounts Commission to put in place arrangements to
streamline and reduce the burden of scrutiny for local authorities. There is an important job
to be done to better plan and schedule the various service inspections within a local
authority area. The Accounts Commission will report on progress in October But we can go
further to ensure this is reflected in tangible change. The Accounts Commission and
Audit Scotland will work with the scrutiny bodies to develop. and implement a single
framework to assess the performance of the local authority as a body, for example in relation
to its leadership and corporate management. The natural tool appears to be the further
development of Best Value (already underway) but this single audit framework should adopt
the best features of other audits or inspections of corporate functions currently implemented
by other Inspectorates.

11. It is essential that we can demonstrate that the more proportionate and risk based
activity is actually happening. Audit Scotland (through the Controller of Audit and Deputy
Auditor General) will be asked. to report quarterly to Ministers, local government and
Parliament on progress. Any necessary action can· be discussed and agreed within
Government in consultation with the other players. This will. initially focus on local
government's experience of scrutiny but will progressively cover scrutiny across other
service delivery sectors.

12. We set in train a number of fixed term action groups to take the analysis from
Professor Crerar's review and recommend practical actions to improve the effectiveness of
scrutiny. The work of the groups is well underway and they are now beginning to deliver
tangible results including:

• Firm proposals for a simplified and standardised complaints system. These proposals
will provide the public with easier access to complaints; will shorten the time taken to
reach a conclusion in each case; and provide the opportunity for shared services
between related bodies; and

• Agreement between local authorities and the major scrutiny bodies on a common
framework for local authority data collection for self assessment and public reporting
for inspections.

13. Reports on these two issues will be published in early July. The Scottish Government
will give full consideration to their recommendations by the end of July. The action groups
will conclude their work over the summer.

14. We are also taking forward work on ensuring that contract compliance is not unduly
adding to the burden of scrutiny. Many of the concerns raised by public service providers to
the Crerar Review about excessive and uncoordinated scrutiny also impact on providers
from the private and third sectors. We are committed to ensuring that the needs of these
providers are fully taken into account, particularly where services are provided under a
contract with a public service provider. and intensive monitoring is done by that provider
through contract compliance over and above external scrutiny.

15. Finally, we must also recognise the need to deliver much more proportionate
assurance should be reflected in a reduction in direct costs of scrutiny. We want to give a



tangible demonstration of this commitment to move the emphasis from external checking
(which is not risk based· or proportionate) towards support for self assessment and
improvement of services themselves. This places a firm emphasis on investing in more
productive activity. For example, we should be looking to the skills and knowledge of
scrutiny body staff to help address capacity issues which may exist within some of the
service delivery bodies. This may entail a transfer of resources within individual scrutiny
bodies as well as between scrutiny bodies and delivery bodies. We are doing further work to
assess what the nature of the work being transferred will be, and also over what timeframe
before committing to a specific resource transfer target. We will involve partners in this as the
work progresses.

Improving the Scrutiny Landscape: Government Vision

16. The Crerar Review concluded that complexity in the current scrutiny landscape was
demonstrated in the way scrutiny bodies carry out their business and that had led to a variety
of scrutiny methodologies, organisational structures and governance arrangements.
Ultimately, the Review presented a vision of reduced external scrutiny, in which the adoption
of its recommendations should lead to a reduction in the number of scrutiny bodies which a
country the size of Scotland would need.

17. The First Minister echoed this in his statement to Parliament on 30 January 2008, on
More Effective Government. Government is committed to a 'radical reform of how scrutiny
operates and a substantial reduction in the number of organisations with a scrutiny role'. A
list of the 29 main scrutiny bodies is at Annex A. It is essential that final decisions on
structural change are underpinned by a careful consideration of the options and how best to
achieve a scrutiny landscape that is fit for purpose and protects the interests of the more
vulnerable members of our society. Ministers remain firmly committed to a substantial
reduction in the main scrutiny bodies. In line with our desire to substantially reduce the
overall number of public bodies, including scrutiny bodies, we will target a reduction of
scrutiny bodies by 25%, matching or exceeding our broader commitment on public bodies.
Government expect to make a further announcement on structural change by the end of
September.

18. The Scottish Government has been involved in a positive dialogue with Scottish
Parliamentary Corporate Body (SPCB) to seek its commitment to a shared vision of radical
reform of scrutiny, including consideration of those bodies which fall under the responsibility
of the Parliament. We acknowledge the commitment of the SPCB to take forward this
radical improvement of scrutiny and efficiency. As a start we have agreed to set up a joint
project working to an agreed timetable which will examine the potential to integrate the
support systems, assets and use of premises of Commissioners; bodies involved in
Standards and Advocacy; and bodies handling complaints. We shall be contacting all the
officeholders concerned about the details of this as soon as we have a project plan in place
to seek their co-operation.

19. We expect the outcome of the joint project will lead to improved scrutiny and
complaints handling and better value for money.

Conclusion

20. The Government's response to the Crerar Review was clear that we had been
presented with an significant challenge to deliver on the Review's wide ranging
recommendations.
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21. This report is an update of our actions to date and our firm intentions in moving
forward. As Parliament has recognised, we need to balance our desire to press on with the
improvements with a need to ensure that they will make a lasting difference, whilst still
recognising the important assurance role that independent scrutiny provides. There
remains much work still to do and we have yet to receive final reports from the action groups.
We will work with the Parliament, Audit Scotland, and local government through the Scrutiny
Implementation Board to draw the threads of evidence together and they will play a
significant contribution towards our final recommendations.

22. In the meantime Ministers want to maintain the momentum. We are sure that
Parliament shares the same aspirations and we would welcome further discussion- in the
autumn both on this update and on the Parliament's intentions in respect of its own
responsibilities for overseeing certain bodies and its role in holding scrutiny bodies to
account.

The Scottish Government
June 2008
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ANNEX A

Scrutiny Bodies

• Audit Scotland (on behalf of both the Auditor General for Scotland and the Accounts

Commission)

• Scottish Human Rights Commission

• Scottish Information Commissioner

• Scottish Commissioner for Children and Young People

• Standards Commission for Scotland

• Scottish Parliamentary Standards Commissioner

• Office of the Commissioner for Public Appointments in Scotland

• Drinking Water Quality Regulator

• Scottish Roadworks Commissioner

• Scottish Public Services Ombudsman

• Scottish Police Complaints Commissioner

• Additional Support Needs Tribunal

• Scottish Charity Appeals Panel

• Scottish Legal Complaints Commissioner

• Waterwatch Scotland

• Her Majesty's Fire Inspectorate Service

• Her Majesty's Inspectorate of Prosecution in Scotland

• Her Majesty's Inspectorate of Prisons

• Scottish Prison Complaints Commissioner

• Visiting Committees for Scottish Penal Establishments

• Her Majesty's Inspectorate of Constabulary for Scotland

• Water Industry Commission

• Her Majesty's Inspectorate of Education

Ii Social Work Inspection Agency

• Care Commission

• Mental Welfare Commission for Scotland

• NHS Quality Improvement Scotland

• Scottish Housing Regulator

• Office of the Scottish Charities Regulator
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