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AUDIT COMMITTEE 

 
AGENDA 

 
3rd  Meeting, 2007 (Session 2) 

Tuesday 13 February 2007 

The Committee will meet at 9.30 am in Committee Room 2 to consider the following 
agenda items:   
 
1. Decisions on taking business in private: The Committee will consider whether to 

take agenda items 6, 7 and 8 in private.  The Committee will also consider whether 
to take consideration of its draft annual report in private at its next meeting. 

 
2. Ward Nursing: The Committee will receive a briefing from the Auditor General for 

Scotland on his report entitled “Planning ward nursing – legacy or design? a follow-
up report” (AGS/2007/1).  

 
3. Teaching Profession: The Committee will consider a response from the Scottish 

Executive on its 7th report 2006 entitled “A mid-term report – a first stage review of 
the cost and implementation of the teachers’ agreement a Teaching Profession for 
the 21st Century”.  

 
4. Audit Scotland Forward Work Programme: The Committee will consider Audit 

Scotland’s Programme of Performance Audits 2007/08. 
 
5. Responses to AGS Reports: The Committee will consider responses to the 

following reports by the Auditor General for Scotland: 
 

Informed to Care – Managing IT to deliver information in the NHS in Scotland; 
Catering for patients: A follow-up report; 
Overview of the financial performance of the NHS in Scotland 2005/06; 
The Efficient Government Initiative: A Progress Report; and 
The 2005/06 Audit of the Scottish Fisheries Protection Agency.  

 
6. Consideration of Approach: The Committee will consider its approach to the report 

by the Auditor General for Scotland entitled “Planning ward nursing – legacy or 
design? a follow-up report” (AGS/2007/1).  

 
7. Review of Community Planning Partnerships: The Committee will consider a 

draft report for its inquiry into the AGS report entitled “Community Planning: an initial 
review” (AGS/2006/7).  

 
8. Legacy paper: The Committee will consider its draft Legacy paper for the successor 

Audit Committee in the next session of the Scottish Parliament. 
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9. Relocation of Scottish Executive Departments, Agencies and NDPBs (in 

private): The Committee will consider a draft report on its inquiry into the AGS 
report entitled “Relocation of Scottish Executive Departments, Agencies and 
NDPBs” (AGS/2006/9). 

 
Shelagh McKinlay  

Clerk to the Audit Committee  
Room T3.60 

Ext. 0131 348 5390 
Email: shelagh.mckinlay@scottish.parliament.uk
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SCOTTISH PARLIAMENT AUDIT COMMITTEE 
 
TUESDAY 13 FEBRUARY 2007 
 
REPORT BY AUDITOR GENERAL FOR SCOTLAND 
 
Planning ward nursing – legacy or design? A follow up report 
 
 
The Auditor General’s report Planning ward nursing – legacy or design? A 
follow up report was published on 25 January 2007. 
 
In 2002, Audit Scotland carried out a report on ward nurse planning in the 
NHS in Scotland. The report concluded that improvements were needed in 
nursing workforce planning and that nurse managers needed better 
information to effectively plan the nursing workforce.  

The report made recommendations about:  

 workforce and workload planning, including the methods used to 
calculate ward nurse establishments 

 improving information on the quality of nursing care 

 recruitment and retention 

 the use of bank and agency nursing. 

The follow-up report assesses progress made in each of these areas.  
 
Key findings  
 

1. NHS boards and the Scottish Executive Health Department (SEHD) have 
made progress in addressing the recommendations made in Audit Scotland’s 
baseline report. This has laid the foundations for better ward nursing workload 
and workforce planning in the future. 

2. Work is underway to improve the information available on the nursing 
workforce, nursing workload and the quality of nursing care. Further work is 
required before this information can become a routine part of ward nursing 
workforce planning. 

3. Most boards have not yet met national recommendations on building 
additional time into nurse staffing requirements to cover annual leave, 
sickness absence, study leave, maternity leave and protected time for senior 
nursing staff with team leadership responsibilities. Boards are at various 
stages in analysing the implications of meeting these recommendations and 
implementing measures required to meet them.  

4. The SEHD, NHS boards and NHS Education for Scotland have 
implemented a range of recruitment and retention programmes, including 
work to enhance the roles and skills of existing nursing staff. Across Scotland 
as a whole total vacancy rates and long term vacancy rates (for posts vacant 
for over 3 months) increased between March 2002 and March 2005 but fell in 
2005/06.  Long term vacancy rates are low. However, vacancies vary among 
specialties and NHS board areas, and there are some clinical areas with 
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persistently high vacancy rates, such as intensive care, theatres and care of 
the elderly.  

5. Boards sometimes use bank and agency nurses to meet the need for 
additional nursing staff, for example, to cover temporary increases in workload 
or to cover for permanent staff. We have previously recommended that 
boards review their use and improve their management of bank and agency 
nurses, on grounds of quality and cost. Between 2001/02 and 2005/06, the 
use of agency nurses fell by 17%. Expenditure changed little although it fell as 
a proportion of total spending on nurses and midwives. However, the use of 
bank nursing increased by 73% and expenditure increased by 121% over the 
same period. This is partly due to measures taken by boards to promote 
nurse banks as an alternative to agency nursing as a way of meeting 
temporary needs for nursing staff, by improving the terms and conditions of 
bank nurses and improving the management of nurse banks. But NHS boards 
and SEHD need to keep the growth of bank nursing under review to ensure 
that the use of bank nurses is planned as part of the wider workforce planning 
process and to ensure appropriate arrangements are in place to manage bank 
nurses. 
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_____ _____

Dear Ms McKinlay 
 
AUDIT COMMITTEE 7th REPORT 2006 – A MID-TERM REPORT – A FIRST STAGE 
REVIEW OF THE COST AND IMPLEMENTATION OF THE TEACHERS’ AGREEMENT 
A TEACHING PROFESSION FOR THE 21ST CENTURY. 
 
Your letter of 29 November asked for the Department’s response to the above report. 
 
I attach a table giving the Department’s formal response to each of the Committee’s 
recommendations, as requested.  Please let me know if you require further information. 
 
 
 
 
 
 
 
LAURA JOHNSON  
Private Secretary 
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AUDIT COMMITTEE RECOMMENDATIONS 
DRAFT SCOTTISH EXECUTIVE RESPONSE 

 
 
 
COSTING AND MONITORING 
IMPLEMENTATION OF THE 
AGREEMENT 
 
Costing 
 
While recognising the urgency of 
the situation faced at the time of 
signing the Agreement, the 
Committee believes that, for 
major programmes of 
expenditure such as this, costing 
models must be based on sound 
information. (Para 13) 
 

 
The Audit Committee accepted that flexibility in some funding 
allocations was necessary due to the complexity of determining 
costs at the beginning of the implementation process. 
 
As part of our Public Service Reform programme, the Executive 
is actively pursuing an approach which focuses more on 
outcomes achieved through use of resource.  Tom McCabe gave 
evidence on this to the Finance Committee last September and 
the discussion paper Transforming Public Services: The Next 
Phase of Reform, published in June 2006, invites views from 
interested parties on the implications of this shift.  
 
A move to a focus on outcomes in driving public sector change, 
including efficient government, requires us to take a 
proportionate approach to planning and monitoring. 
 

In responding to this report, the 
Committee recommends that the 
Department confirm that the GAE 
system is now adequate to fund 
teachers’ salaries in every Local 
Authority. (Para 15) 
 

We would of course listen to any approach from COSLA 
suggested a revision to distribution criteria, but we are satisfied 
that the resources in GAE are indeed sufficient and that they are 
distributed in a way which is fair to local authorities across 
Scotland. 

Monitoring 
 
In responding to this report, the 
Executive should state what 
measures have been put in place 
in response to the 
recommendation in the AGS 
report that “Any large-scale 
public service change 
programme which requires 
significant levels of new 
expenditure should be supported 
by comprehensive financial 
monitoring. This should be linked 
to the achievement of 
predetermined outcomes” (Para 
21) 
 

Ministers are committed to a greater focus on the delivery of 
outcomes.  This will be underpinned by the learning from the 
Accounts Commission and Audit Scotland and their analyses of 
public service performance and delivery.  In taking forward the 
reform agenda following the consultation based on 
Transforming Public Services we shall ensure that there is 
clarity on the outcomes to be achieved and that the financial 
processes used are those best designed to deliver those 
objectives. 
 

On the specifics of the teachers Agreement, we closely 
monitored the actual measures eg teacher numbers and pay, 
support staff, numbers of probationer teachers etc.  While it 
would not be appropriate to monitor in this fashion across all 
public sector agreements, the evidence suggests this has been 
extremely successful across the totality of spend on the Teachers 
Agreement. 
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ASSESSING IMPACT AND 
VALUE FOR MONEY 
 
Impact 
 
 The Committee strongly 
recommends that the Department, 
in partnership with other parties to 
the Agreement, identifies clear 
outcome measures (including 
improvements in classroom 
practice) for use in monitoring the 
longer-term impact of the 
Agreement. (Para 25) 
 

 
We are discussing this recommendation with the Scottish 
Negotiating Committee for Teachers (SNCT) partners. 
Changes in learning and teaching practice over time will be 
measured by HMIE and will provide a useful basis to gauge 
the impact of the Agreement on the culture amongst teachers in 
schools and on young people. 
 
However it would be inappropriate to take a bespoke approach 
to measuring impact of the Teachers Agreement.  Given the 
complexity of the education system (inputs vs outcomes) a 
more comprehensive approach to measuring the health of the 
system and the impact of policy is under development. 
 
We are currently looking at the principles and components of 
performance measures for the system as a whole with a view to 
identifying short-term national objectives subject to an 
outcome agreement approach. 
 
We are also developing a more robust dialog with key partners 
around the health of system and the impact of policy and 
refocusing the approach used to measure improvement locally 
and related support for benchmarking. 
 
With all of this in mind, some existing measures within the 
system (such as retention rates and qualitative evidence from 
inspections) provide useful proxies which support the ongoing 
dialog with partners. 
 

Value for money 
 
The Committee further 
recommends that the AGS uses 
the HMIE report as the basis of a 
study to assess: 
• whether improvements in 
classroom practice claimed as a 
result of implementing the 
agreement (col 1735) are actually 
being delivered, and 
• to assess whether value-for-
money was achieved in 
implementing the agreement. 
(Para 29) 
 

 
 
For Audit Scotland 
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FURTHER ACTIONS THAT 
MIGHT BE NEEDED TO MEET 
THE OBJECTIVES OF 
THE AGREEMENT 
 
In responding to this report, the 
Department should set out what 
action it is taking, or intends to 
take, to ensure that teachers 
across the country have equitable 
access to the Chartered Teachers 
Scheme. Specifically, the 
Department should ensure that 
local authorities have measures in 
place to: 
• encourage an even geographical 
spread of chartered teachers; and 
• ensure that teachers at all points 
in their careers are encouraged to 
undertake the scheme. (Para 35) 
 

 
 
 
 
 
The Minister has announced a review of the scheme. We are 
writing this week to interested stakeholders inviting them to 
take part in the review.  I would be happy to write to the 
committee providing details of the coverage I want the review 
to have.   
 

The Department should continue 
to monitor and model the take-up 
of the Chartered Teacher Scheme 
in order to ensure that sufficient 
funds are made available and 
Local Authorities’ budgets are not 
put under undue pressure. (Para 
36) 
 

As above 

The Committee recommends that 
the Department: 
• continues to promote the role of 
the Chartered Teacher in schools 
in order to improve take-up of the 
scheme; and 
• clarifies the added-value 
expected from the role so that 
value for money achieved through 
this additional investment can be 
assessed in the future. (Para 37) 
 

As above 



AU/S2/07/3/2 

 
05. AU.S2.07.3.2Teaching response.doc 
 

 
Sustaining progress 
 
The Department must ensure that 
a focus on sustaining long term 
progress is maintained through the 
TAC (Teacher’s Agreement 
Communication) team and by 
involving the Scottish Negotiating 
Committee for Teachers. (Para 40) 
 

 
 
We will consider what mechanisms should be in place to 
continue the work of the TAC Team and ensure long term 
progress is monitored. Good networks have been established 
between the Executive Education Department and Authority 
officials. These will continue to ensure medium to longer term 
progress can be judged. 
 
Local Negotiating Committees for Teachers are in place in 
each local authority area and are instrumental in reporting on 
local progress to SNCT. 

Continuing Professional 
Development (CPD) 
 
Support Staff 
 
The Department must monitor the 
ongoing impact of recruiting 
additional support staff to ensure 
that the objective set by the 
McCrone committee and reflected 
in the Agreement is achieved. 
(Para 44) 
 

 
 
 
Not all support staff are in positions which will help classroom 
teachers in a direct way – for instance business managers will 
help give the senior management team more space to support 
classroom teachers, but they might not recognise that as a 
benefit that has been delivered by the addition support staff but 
we will discuss at SNCT.  
However we have evidence to suggest that support staff are 
having a hugely positive impact in schools where they are used 
properly, and we will be aiming to ensure that best practice is 
spread across Scotland. 
 

Reduction in Class Contact 
Time (RCCT) 
 
In responding to this report, the 
Department should detail what 
factors are causing an increase in 
the number of hours spent by 
head teachers providing 
classroom cover and set out how it 
intends to address this unintended 
consequence of the Agreement. 
(Para 48) 
 

 
 
 
In smaller schools, Head Teachers often have to step in to the 
classroom to cover for unexpected teacher absence. That 
situation existed before the Agreement was put in place.  
 
The Audit Scotland evidence was gathered when RCCT was 
still bedding in – the final class contact time reduction 
milestone was put in place after Audit Scotland published their 
report.  
 
Adequate additional teachers are in place across the country to 
allow class contact time to be reduced but there will always be 
unexpected absences that HTs have to cover on an ad hoc 
basis. We are not aware of any systematic cover of class 
teachers by HTs. 
 
We will keep sight of this at SNCT. 
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In responding to the report, the 
Department should provide 
evidence that Local Authorities 
have implemented the final 
milestone for RCCT i.e. that from 
August 2006, teachers would 
work a 35-hour week of which a 
maximum of 22.5 hours would be 
teaching in class. (Para 50) 
 

Additional funding has been distributed to Local Authorities to 
recruit additional teachers to implement that final reduction in 
CCT, as part of funding moving teacher numbers to 53,000 and 
reducing class sizes from next August.  In total £30m this 
financial year and £44m in 2007/08 together with some 
additional funding allocated from within the National Priorities 
Action Fund, taking the total to around £50m 
 

New Career Structure 
 
The Department must ensure 
that staff concerns are monitored 
and consider how morale will be 
maintained within the new 
structure. (Para 52) 
 

 
 
LNCT structures in place in every LA are well placed to monitor 
staff concerns and morale. We will raise how best they might do 
that at SNCT . 
 

The Department should also 
seek to establish whether fewer 
staff are applying for promoted 
positions and act to ensure that 
senior posts are not left vacant 
for extended periods. (Para 53) 
 

No evidence to suggest that vacancies are left unfilled for longer 
as a consequence of the Agreement. At the latest count, 61 
primary Head and deputy headships were vacant (1.6%) and 25 
in Secondary (1.5%).  The primary figure is lower than in recent 
years and the secondary figure is broadly static. That said, we 
keep this issue under review and will continue to do so.  
 

OTHER ISSUES 
 
The Department should ensure 
that the benefits of using the tri-
partite approach are applied 
elsewhere where appropriate. 
The Executive should also seek 
to ensure that the views of 
stakeholders are sought as part 
of the process. (Para 56) 
 

 
 
Agreed 

The partnership approach will 
need to be sustained in pursuit of 
the future challenges set out in 
this report. (Para 57) 
 

Agreed 

The Executive should ensure that 
where joint agreements are 
utilised in the future, an 
appropriate balance is struck 
between building trust as part of 
a constructive dialogue and 
maintaining rigorous 
negotiations. 
(Para 58) 

Agreed 
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SCOTTISH PARLIAMENT AUDIT COMMITTEE 
 
TUESDAY 13 FEBRUARY 2007 
 
REPORT BY THE AUDITOR GENERAL FOR SCOTLAND 
 
Audit Scotland’s Programme of Performance Audits 2007/08 
            
 
The Programme of Performance Audits 2007/08 has been prepared taking 
careful account of the views expressed by this Committee, on behalf of the 
Scottish Parliament, the Scottish Executive and by the other main 
organisations and people we work with.  
 
Opinions were sought through a consultation exercise we carried out in the 
latter part of 2006. The long list of potential topics put forward for consultation 
was designed to reflect the range of responsibilities covered by both the 
Auditor General and the Accounts Commission, and the type of projects that 
might be of most value to the public. 
 
Consultation papers were sent to 393 organisations and individuals and the 
papers were also available to the public on the Audit Scotland website. The 
response to the list of potential topics we presented was positive, and we 
received useful suggestions about how our proposals might best be 
developed. 
 
The projects set out in our Programme of Performance Audits form the basis 
of our work through to the end of 2008. The programme includes some 
completely new projects, some follow-up studies, and work that is already in 
progress. There is a balanced share of projects between the Auditor General 
and the Accounts Commission, together with a significant number of joint 
studies, reflecting our ability to look across the public sector. 
 
It is important that the range of audit work generates reports on major themes 
and in devising this programme we have included performance audits relating 
to environmental sustainability, educational performance, health, workforce 
issues and community safety, all important public policy subjects. We also 
include projects that will contribute to post legislative evaluation, Best Value 
and the efficient government agenda. 
 
We have a particular interest in studies that examine the quality of public 
services from the user’s perspective. For each project we will develop a brief 
setting out the focus of the study, how we will carry it out, and how long it will 
take to complete the work. For a few projects we will need to consider the 
best timing, particularly where they examine the effects of new policies. 
 
Our schedule is flexible to allow us to react when unexpected issues arise 
that need immediate investigation. For these reasons completion dates 



shown for studies are indicative and will be confirmed as the programme 
develops. 



Prepared for the Auditor General for Scotland and the Accounts Commission

Audit Scotland
Programme of Performance Audits 2007/08

February 2007



Audit Scotland is a statutory body set up in April 2000 
under the Public Finance and Accountability (Scotland) 
Act 2000. It provides services to the Auditor General for 
Scotland and the Accounts Commission. Together they 
ensure that the Scottish Executive and public sector 
bodies in Scotland are held to account for the proper, 
efficient and effective use of public funds.
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Introduction

This publication sets out the Audit 
Scotland programme of performance 
audits for 2007/08. The reports we 
will be producing are presented in 
three groups:

• Auditor General reports

• Accounts Commission reports

•   Joint reports for both the 
Auditor General and Accounts 
Commission.

A summary list of the programme 
appears on pages two and three.

About the programme

The series of performance audits 
outlined in this document has been 
prepared taking careful account 
of the views expressed by the 
Scottish Parliament, the Scottish 
Executive and also by the other 
main organisations and people we 
work with. Opinions were sought 
through a consultation exercise we 
carried out in 2006. The consultation 
was designed to reflect the range of 
responsibilities covered by both the 
Auditor General and the Accounts
Commission, and the type of 
projects that might be of most value 
to the public.

In total we sent out 393 consultation 
papers, which were also available on 
the Audit Scotland website, and we 
gathered views from a cross section 
of local and national public sector 
organisations. The response to the 
list of potential topics we presented 
was positive, and we received 
useful suggestions about how our 
proposals might best be developed.

This programme forms the basis 
of our work through to the end of 
2008. The programme includes some 
completely new projects, some 
follow-up studies, and work that is
in progress. There is a balanced 
share of projects between the 
Auditor General and the Accounts 
Commission, together with a number 
of joint studies where the subject 
matter is of interest to both parties.

It is important that the range of 
audit work generates reports on 
major themes and in devising this 
programme we have included 
performance audits relating to 
environmental sustainability, 
educational performance, health, 
workforce issues and community 
safety, all important public policy 
subjects. We also include projects 
that will contribute to post-legislative 
evaluation, Best Value and the 
efficient government agenda.

We have a particular interest in 
studies that examine the quality 
of public services from the user’s 
perspective. For each project we will 
develop a brief setting out the focus 
of the study, how we will carry it out, 
and how long it will take to complete 
the work. For a few projects we will 
need to consider the best timing, 
particularly where they examine the 
effects of new policies. Our schedule 
is flexible to allow us 
to react when unexpected 
issues arise that need immediate 
investigation. For these reasons 
completion dates shown for studies 
are indicative and will be confirmed 
as the programme develops.

The Auditor General’s role is to 
report on Scottish Executive 
departments and most other 
public sector organisations. His 
reports are presented to the 
Audit Committee of the Scottish 
Parliament.

The Accounts Commission reports 
on local government, including 
police and fire boards.

The Auditor General and the 
Accounts Commission conduct 
joint studies when the subject
covers both areas of responsibility.

Audit Scotland carries out or 
commissions the work of both the 
Auditor General and the Accounts 
Commission.



Central Government Indicative publication date

Reports in progress

Estate management in higher education May 2007

New reports

How government works: major capital projects Spring 2008

Prisoner population Spring 2008

How government works (topic to be confirmed) Spring 2008

Rail franchise monitoring Summer 2008

Overview report 1 Summer 2008

Promoting renewable energy Autumn 2008

Overview report 2 Winter 2008/09

How government works (topic to be confirmed) Spring 2009
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Auditor General reports

Health Indicative publication date

Reports in progress

Primary care out-of-hours services Summer 2007

NHS performance and financial overview December 2007

New reports

Palliative care Winter 2007/08

General Medical Services contract Spring 2008

Diagnostic services Summer 2008

NHS asset management Autumn 2008

NHS financial overview December 2008

Follow-up reports

Using medicines in hospital Winter 2008 
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Accounts Commission reports
Indicative publication date

Reports in progress

Audits of Best Value and Community Planning in local government 8-12 reports each year

A review of service reform in Scottish fire and rescue authorities March 2007

Local government overview February/March each year

Performance Indicators: local government, fire and rescue 
authorities and police forces

Various web based outputs, 
December each year

Equalities Winter 2007

New reports

Leisure services Summer 2009

Asset management in local government Summer 2009

Indicative publication date

Reports in progress

Management of long-term conditions Summer 2007

Sustainable waste management Summer 2007

Police call management Summer 2007

Improving Scotland’s school estate Autumn 2007

New reports

Free personal care Winter 2007/08

Civil contingency planning Summer 2008

Mental health services Winter 2008

Strategic procurement Spring 2009

Delivering an integrated transport system Summer 2009

Follow-up reports

Dealing with offending by young people Summer 2007

Community equipment and adaptations Winter 2008

Road maintenance 2008

The Teachers’ Agreement 2009

Community Planning 2009

Joint AGS/Accounts Commission reports
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Central Government 

Reports in progress

Estate management in higher 
education
Higher education institutions (HEIs) 
in Scotland manage over 1,000 non-
residential buildings across 70 sites 
with an insurance replacement value 
in excess of £4 billion. Around 50 per 
cent of the estate is considered to 
be in poor condition and estimates 
suggest that the cost of bringing 
the estate up to a good condition 
is in excess of £400m. The study is 
reviewing the level of public sector 
investment in the Scottish HE 
non-residential estate since 2001/02 
and the impact this has had on the 
condition of the estate over this 
period. We are also reviewing the 
roles of the Scottish Funding 
Council and individual HEIs in 
managing estates.

New reports

Overview reports
Overview reports in central 
government focus on the overall 
performance of policy areas and 
how they continually improve. 
They comment on all public 
bodies within the policy area from 
those responsible for developing 
and setting policy to those that 
implement policy and deliver 
services. Overview reports aim to 
meet the Auditor General’s dual 
role of holding to account and 
helping to improve. Audit Scotland 
will publish at least two overview 
reports in the period covered by this 
work programme and we are in the 
process of considering which policy 
areas these will be.

How government works
We plan to complement our 
overview reports and other 
performance reports by publishing 
a series of reports which will focus 

industries provide the largest source 
of CO2 emissions in Scotland and 
the Executive aims to reduce this 
through greater use of renewable 
sources. The study will examine 
the Executive’s progress against 
this aim and how it is promoting 
energy efficiency.

Health

Reports in progress

Primary care out-of-hours services
The focus of this study is the change 
to out-of-hours services (that is care 
outside normal GP working hours) 
following the introduction of the new 
General Medical Services contract. 
This contract allowed GP practices 
to opt out of providing out-of-hours 
services, and transferred responsibility 
for delivering these services from GPs 
to NHS boards by 31 December 2004.

In this study we are reviewing the 
impact of this change on patients, 
GPs and other service providers. 
We are also looking at the 
development of new models of 
primary care out-of-hours services 
and associated costs across 
Scotland following the changes.

NHS performance and financial 
overview
This report will comment on the 
overall performance of the NHS. 
For example, we will measure 
achievements against principal 
targets including waiting times as 
well as report on the financial health 
of the NHS.

New reports

Palliative care
High quality palliative care can make 
a significant difference to the quality 
of life of patients with progressive 
life-threatening conditions as well as 
to their families and carers. However, 
there are indications that access to 

on themes and issues across 
government such as managing 
major capital projects (outlined 
below), financial management and 
performance management. We 
are in the process of considering 
which themes we will report on 
in the period covered by this work 
programme.

How government works: major 
capital projects 
The study will examine the Scottish 
Executive’s control, sponsorship 
and management of major projects, 
including progress against time and 
cost budgets for a range of projects. 
It will provide the basis for further 
reports to Parliament seeking to 
provide assurance on progress and 
on how well large capital projects 
are managed.

Prisoner population
The study will examine the extent 
of overcrowding in Scotland’s 
prisons, along with projections and 
strategic planning for future prisoner 
numbers. We will also assess the 
impact of increasing numbers and 
overcrowding on prisoners’ education 
and rehabilitation services, and on 
the health and safety of staff and 
prisoners. We will also compare, 
where information is available, how 
prisoner numbers are managed in 
other countries.

Rail franchise monitoring
The Scottish Executive assumed 
greater responsibility for the 
passenger rail franchise in April 2004. 
The study will examine how First 
ScotRail is performing against the 
terms of its franchise and how the 
Executive monitors and manages 
First Scotrail’s performance.

Promoting renewable energy
One of the Scottish Executive’s 
targets is to reduce carbon 
emissions by 2.7 million tonnes 
between 1990 and 2008. Energy 

Auditor General reports
Report summaries
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high quality palliative care services 
varies across Scotland and also 
across different diagnoses. The study 
will look at access to palliative care 
services and how these are planned 
and delivered.

General Medical Services contract
Our study will examine the financial 
implications of the General Medical 
Services contract and explore its 
impact, including progress with 
service development, value for 
money and assessing the impact on 
patients, GPs and the NHS. Examples 
of good practice will be identified.

Diagnostic services
The study will assess the efficiency 
and effectiveness of diagnostic 
services. As part of this study we 
will examine performance against 
diagnostic waiting times targets. 
We will also consider the factors 
influencing the performance of 
diagnostic services.

NHS asset management
The NHS in Scotland owns assets 
valued at over £4 billion including 
land, hospitals and equipment. The 
NHS is currently going through a 
process of major service redesign 
which will have an effect on the use 
of some assets in its estate.

Our study will aim to provide 
assurance about the current NHS 
estate and plans to ensure that it is 
fit for purpose in the long-term. The 
study will highlight areas of good 
practice where assets are managed 
well and will make recommendations 
where we believe assets can be 
used more efficiently.

NHS financial overview
This report will comment on the 
overall financial performance of  
the NHS.

Follow-up reports

Using medicines in hospital
We will assess the progress made 
by the Scottish Executive, NHS 
boards and other national bodies 
against the recommendations in our 
2005 report. We will look at: 
the information available to, 
and actions taken by, boards to 
plan, manage and monitor the 
use of medicines in hospitals; 
the guidance and education 
available to staff working with 
medicines to promote safe and 
cost effective use of medicines; 
progress towards developing and 
implementing a national hospital 
electronic prescribing and medicines 
administration system; and 
workforce planning for 
pharmacy staff. 
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Accounts Commission reports

Reports in progress

Audits of Best Value and 
Community Planning in local 
government
(Between eight and 12 every year on 
a rolling basis)

The Local Government in Scotland 
Act 2003 placed a duty on councils 
to achieve Best Value – continuous 
improvement in performance. The 
Accounts Commission developed an 
audit approach to support Best Value 
and the first audits began in 2004. 
Audits of Best Value:

• examine councils individually 

• are carried out on a three-year 
cycle, with continual progress 
checks 

• highlight results and plans for 
future improvement 

• are risk-based and targeted 

• are carried out by a specialist 
audit team 

• link to the work of inspectorates 
and other scrutiny bodies 

• provide a report to the Accounts 
Commission after every audit 

• give clear conclusions on 
councils’ overall performance and 
improvement.

A review of service reform in 
Scottish fire and rescue authorities
This study examines the progress 
of fire and rescue authorities in 
reforming their services to move 
towards a more targeted and risk-
based approach to prevention, 
protection and emergency response.

New reports

Leisure services
This report will examine scope for 
improvements in efficiency and 
service user uptake by identifying 
the resources and impact of different 
leisure strategies and models of 
service provision. This study will have 
a strong user perspective.

Asset management in local 
government
Audits of Best Value have identified 
asset management as an area with 
scope for considerable improvement 
across local authorities. The study will 
map existing approaches to asset 
management and show examples of 
where this is working well. It will look 
at how options appraisal can be used 
in making strategic decisions about 
how assets are used and whether 
they should be retained or sold.

Local government overview
This annual report will cover the main 
issues arising from the year’s local 
authority audit work. It will include 
commentary on aspects of financial 
and service performance by councils 
and on the main issues arising from 
the continuing programme of audits 
of Best Value.

Performance Indicators: local 
government, fire and rescue 
authorities and police forces
The Accounts Commission for 
Scotland has a duty under the Local 
Government Act 1992 to direct 
local authorities to publish certain 
information about their performance. 
The information enables comparisons 
to be made between local authorities 
in a given financial year and for the 
performances of local authorities to 
be monitored over time.

The information is presented as a set 
of statutory performance indicators. 
The indicators are collected and 
published locally by each council 
after being checked by its auditor. 
The Accounts Commission collates 
the data and publishes it annually 
as a set of council profiles and as a 
compendium of all the data.

Equalities
This study will examine how councils 
have implemented their race equality 
duties and consider the experience 
of council service users from black 
and ethnic minorities. The study will 
focus on one or two service areas 
which have not been the subject of 
similar studies.
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Reports in progress

Management of long-term 
conditions
Long term conditions are those that 
cannot at present be cured, but can 
be treated and controlled over a long 
period of time by medication and 
other therapies. Examples include 
epilepsy, asthma and diabetes.

This report will assess the current 
position in relation to supporting 
people with long-term conditions who 
need ongoing clinical care and support 
from health and social care services.
We will assess the current position 
in relation to supporting people with 
long-term conditions, identify good 
practice and make recommendations 
for improving services which will 
bring benefits to patients.

Sustainable waste management
This study looks at how the major 
topical policy issue of waste 
management is being pursued and in 
particular at the progress of Scottish 
councils in increasing recycling and 
reducing the amount of waste that 
goes to landfill.

Police call management
Police call management is an area 
of significant expenditure, with a 
major impact on members of the 
public. The way calls to the police are 
managed plays a major role in crime 
management.

We will examine three elements of 
call management – caller experience, 
police performance (including 
response times and the use of call 
grading policies) and costs – all of 
which are important in measuring 
the efficiency and effectiveness of 
the service.

and effectiveness of mental health 
services by examining:
 
• current spending and activity

• how services could be improved 
to provide better outcomes for 
people

• the impact of recent mental 
health legislation.

Strategic procurement
The study will examine the 
implementation and impact of the 
procurement reforms outlined in the 
McClelland report.

Delivering an integrated transport 
system
This study will examine the 
implementation of the national 
transport strategy and local 
strategies, the Scottish Executive’s 
relationships with Regional Transport 
Partnerships, and the benefits arising 
from the Integrated Transport Fund.

Follow-up reports

Dealing with offending by young 
people
Dealing with offending by young 
people reports were published by 
Audit Scotland in December 2002 
and November 2003. We will review 
improvements in performance 
since 2002 of agencies who deal 
with young people who offend in 
the context of a changing policy 
landscape.

Community equipment and 
adaptations
This will follow up progress in 
implementing the recommendations 
in our previous report published in 
2004. It will look at the progress 
made by health, housing and social 
care agencies in working together 
to plan and provide community 
equipment and adaptations to people 
living in their own homes.

Improving Scotland’s school 
estate
We are undertaking a national review 
of how effective recent investments 
in the Scottish school estate have 
been in terms of improving the 
quality of the learning and teaching 
environment. This includes both 
PFI contracts and projects funded 
through other routes. 

We will report on the performance 
of local authorities and the Scottish 
Executive in improving the school 
estate within the context of the 
2003 strategy ‘Building Our Future: 
Scotland’s School Estate’. It will also 
follow up on some of the findings 
and recommendations in our 2002 
report ‘Taking the initiative: using PFI 
contracts to renew council schools’.

New reports

Free personal care
Free personal and nursing care has 
been available to more than 75,000 
older people living at home and in 
care homes since July 2002. The 
Scottish Executive provided local 
authorities with £300 million in the 
two years to 2005/06 to support the 
implementation of the policy.

Our study will examine the 
implementation and the financial 
implications of the policy. We will 
also assess the impact of the 
policy on older people, carers, local 
authorities and NHS Scotland.

Civil contingency planning
We will assess how different public 
sector agencies comply with their 
duties in the Civil Contingencies Act 
2004 and review compliance against 
the performance standards outlined 
in supporting guidance issued by the 
Scottish Executive.

Mental health services
The study will focus on a specific 
client group or condition and 
assess the economy, efficiency 

Joint Auditor General and Accounts 
Commission reports

7
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Road maintenance
This is a follow-up report to the 
Maintaining Scotland’s Roads 
report published by Audit Scotland 
in November 2004. We will look 
at the changes in the condition 
of Scotland’s roads since then 
and examine the extent to which 
councils have adopted asset 
management systems to manage 
their road networks and associated 
infrastructure.

The Teachers’ Agreement 
We plan to follow-up our report on 
the implementation of the Teachers’ 
Agreement, published in May 2006. 
We will review progress against 
the recommendations in this report 
and we will work alongside HMIE 
which recently published its findings 
on educational aspects of the 
Agreement.

Community Planning
Our report Community Planning: 
an initial review, published in June 
2006, made recommendations to the 
Scottish Executive, local authority and 
other statutory partners in community 
planning and community planning 
partnerships themselves. Our follow-
up study will look at the extent to 
which these recommendations have 
been acted upon.
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SCOTTISH EXECUTIVE

Health Department
Kevin Woods, Head of Department and
Chief Executive, NHS Scotland

St Andrew's House
Regent Road
Edinburgh EH1 3DG

Brian Monteith MSP
Audit Committee Convenor
Room M2.18
The Scottish Parliament
EDINBURGH
EH99 1SP

Dear Mr Monteith

Telephone: 0131-2442410
Fax: 0131-2442162
ps/hd@scotland.gsLgov.uk
http://www.scotland.gov.uk

Your ref:
Our ref:

8 February 2007

AGS REPORTS - CATERING FOR PATIENTS; OVERVIEW OF THE FINANCIAL
PERFORMANCE OF THE NHS IN SCOTLAND AND INFORMED TO CARE

Thank you for your letter of 21 December 2006 requesting a response to the AGS' s
recommendations in each of the above reports. I attach a copy of the responses to each of these
reports at Annex A to C.

For consistency I have presented the responses in the same format used when responding to the
Committee's recommendations from enquiries. I have prefaced my comments on "Catering for
Patients" and "Informed to Care" with answers to the specific questions the Committee asked. I
have also adopted this approach in responding to the report on the "Overview of the Financial
performance of the NHS in Scotland 2005/06" based on key messages in the report, extended to
cover some other significant points.

I trust that you find this approach helpful and that the responses fully cover the Committee's specific
interests in relation to these reports.

Yours sincerely

KEVIN WOODS

mailto:ps/hd@scotland.gsLgov.uk
http://www.scotland.gov.uk


Annex A

AUDIT SCOTLAND: CATERING FOR PATIENTS: A FOLLOW-UP REPORT

SCOTTISH EXECUTIVE RESPONSE

The Scottish Executive is fully committed through the Partnership Agreement to ensuring
adequatenutritional standardsfor food served in hospitals, care homes and prisons. This reflects
that the NHS should lead by example in providinghealthymeals. There is also a need to ensure
that good nutrition supportsclinical care to promote patients' recovery and reduce complications.
Key to achieving this is putting in place the right clinical and nutritional standards,and ensuring
that there is leadership and support and adequate monitoring arrangements, for effective
implementation.

Summary of recommendations ofAudit Scotland Report and Scottish Executive responses

Meeting patients' needs and preferences

CONCLUSION (C)
RECOMMENDATION )
Para 81. (R) Nutritional
screening of all patients on
admission to hospital should be
a priority for all boards.

RESPONSE

Agreed. There are many examplesof good practicebut it is
recognised that this does not happen everywhere and that
more needs to be done. Education and support packs were
distributedto theNHS in 2002, and these remainvalid.

A review of Senior Charge Nurses and the development of
clinical quality indicators is currentlyunderway. Food, fluid
and nutritionwill fonn one of these key indicators.The pilot
phase of this work commences in February and will be
reportedonAutumn2007.

NHS Boards are implementing the Clinical Standards for
Food, Fluid and Nutritional Care in hospitals, published by
NHS Quality Improvement Scotland in September 2003.
Standard 2 is aimed at making sure that nutritional status,
particularly under nutrition, is assessed in anyone admitted
to hospital and that a care plan is then put in place to meet
any identified needs. A review of the standards published
by NHS Quality Improvement Scotland in August 2006
noted that as this standard affects every ward and every
patient being admitted to hospital it can be particularly
challenging to implement. The review found that
significant progress had been made in screening patients
for under nutrition on admission to hospital. The Chief
Nursing Officer is seeking to support a national practice
food fluid and nutrition programme developed in
collaboration with NHS QIS and NHSScotland that is
intended to develo and improve ractice in this area.

Para 82. Boards should put Agreed. There is considerable good practice in tenns of
protected mealtimes policies in protected mealtimes policies in place across Scotland.
place to ensure that mealtimes However, the approach to this issue needs to be local and
are free from non-essential inclusive, and to res ect the wishes of atients and carers to



clinical activity and that there
are enough staff on wards to
help all patients eat a nutritious
diet while in hospital.

Paras 83 - 85. The SEHD
should ensure that the catering
and nutrition specification IS
published in 2007 as planned.

All boards should ensure that
standard recipes are used for all
meals. These should detail
ingredients, quantities, cooking
method and the expected
number of portions. The SEHD
should consider developing a
national database of standard
recipes for the NHS in Scotland
to promote this.

Catering departments and
dieticians should work together
to ensure that all menus are
fully nutritionally analysed and
updated whenever any changes
are made to recipes or menus.

Para 86. All boards should
regularly monitor patient
feedback and use this as part of
quality improvement. This can
be achieved through methods
such as patient satisfaction
surveys, monitoring plate
wastage and reviewing feedback
from carers.

Annex A

engage m delivering care. Workforce and workload
complexitytools which will supportprogress in this area are
being developed and will be available for implementation
shortly. In general, it is important that Ward Sisters/Charge
Nurses are involved m infonning the whole "catering
journey".
Agreed. Nutritional standards for NHS catering, covering
all aspects of menus, food provision and procurement for
hospital meals and staff and visitor catering services, are
being developed to support the Clinical Standards. A
Food and Nutrition Advisor has been appointed and is
working with the Food Standards Agency, Hospital
Caterers Association and the British Dietetic Association
on these nutrient standards and specifications and
implementation guidelines. These standards will be
published in 2007 and NHS Boards will be expected to
develop their catering services in line with them.

Among the issues that will be covered will be minimum
meal provision (number of courses; choices); provision of
between meal snacks; composition of manufactured
products (salt, sugar, fats); and portion sizes.

An importantmeans of improving the nutritional quality of
food served in hospitals for staff, patients and visitors is the
Healthy living Award which was launched in October 2006.
This Award is the successorto the ScottishHealthy Choices
Awardwhich forty one outlets in NHS boards received. The
Hospital Caterers' Association has been involved m the
design of the award, and there has been strong interest in it
:fromthe NHS. At December 2006, forty three outlets in
NHS Boards have been registered for the Award by NHS
Boards, and threehave achievedthe Award so far. Thosewho
register have a six month period in which to achieve the
Award.
Agreed. As stated in Audit Scotland's Report the Health
Facilities Scotland Catering Group has agreed the format
of a patient satisfaction questionnaire. This aImS to
standardise the questions asked in each board and allow
better comparison of information on patient satisfaction.
All boards have made a commitment to carry out the
survey annually and share the results.

This annual survey will be supplemented by the collection
of information as part of the national patient experience
survey currently under development. This is designed to
ensure that there is regular feedback from patients on their
experience of various services including catering across all
NHS Boards in Scotland.



Para 87. Boards should set
pncmg policies and mcome
generation targets that aim to at
least break even on non-patient
catering activities or have a
clear stated policy on the level
and cost of subsidisation.
Para 88: All boards should
continue to monitor and control
wastage. All hospitals should
reduce or maintain ward
wastage at below ten per cent.

Para 89. Boards should ensure
that they have approved a clear
strategy for the future provision
of catering services.

Para 90. All boards should
have a food and health policy in
line with the Diet Action Plan
for Scotland.
Para 91. Boards should take
action to address issues where
catering staff vacancy rates are
high.

Annex A

Agreed. Seven of the 14health boards have clearly defined
policies to arm for break-even. Price mcreases will be
necessary to reduce subsidy levels for services not cUITently
breaking even. However where pnces are increased too
quicklythis results in oppositionfrom PartnershipForums or
a reduction in the number of staff using hospital catering
facilities.
Agreed. This follows the recommendation to reduce
waste in the 2003 baseline report. Some hospitals have
already achieved the recommended target. Boards are
already being challenged to achieve efficient government
savings and this may be an area for further contribution.

Agreed. The Audit Scotland report and the NHS Quality
Improvement Scotland reVIew of nutritional standards
recognise that progress is being made by NHS Boards with
the development of nutritional care policies and strategies
for catering servIces. The NHS Quality Improvement
Scotland report recommends that NHS Boards need to
develop, finalise, implement and monitor nutritional care
policies and strategic plans to progress the provision of
nutritional care m NHS Scotland, and that this work
should be undertaken within agreed timescales. The
publication of standards for catering services in April 2007
will help to provide a basis for appropriate catering
strategies. It IS for Boards and clinical governance
committees to ensure that work is taken forward to put in
place policies on nutritional care and strategies for catering
servIces.
Agreed. This is covered in the response to paras 83-85
above.

Agreed. Workforce planning at NHS Board level is in
place to link service and financial planning arrangements.
The labour market for this staff group is predominantly
local and in certain areas may be highly competitive. NHS
Boards will be required to develop innovative solutions to
support service delivery and areas of service re-design.
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AUDIT SCOTLAND: INFORMED TO CARE REPORT

SCOTTISH EXECUTIVE RESPONSE

• Details of the new governance structure for information and IT are set out in Annex D on
eHealth Governance.

• Details ofthe proposed new management arrangements for information and ITare set out
in Annex D on eHealth Governance.

• The eHealth Strategy Board will consider an updated IMT strategy when it next meets on
27th March and will decide then whether further work is necessary or whether it can be
published.

• Paul Gray the SEHD Director of Primary Care and Community Care is responsible for
eHealth and therefore has responsibility for the production of the strategic plan which will
underpin the IMT strategy.

• The AG's report recommended introducing "stage gate" funding for all projects so the
funds are released on a phased basis as proj ects achieve specified outcomes. The new
contract for computer services with the Atos Origin Alliance has provision to apply this
for projects (as opposed to ongoing services). This method will be applied wherever
possible in line with the recommendations in the AGs report.

• The eHealth Board has commissioned a review of stakeholder involvement through
clinical engagement set out in the paper on eHealth Governance. This will focus on
reducing the large number of big membership groups, which may not be agile enough to
deliver the innovative thinking required, and ensuring balanced representation of
NMAHP and medical staff. It was agreed that the scope and remit of the various groups
needed further review. This is work in progress.

• Each Board set up under the Governance arrangements will receive and discuss their role
and remit. The Programme Board will review the range of existing Project Boards to
agree continuation of that Board and ensure the Board is similarly briefed.

Summary of recommendations of Audit Scotland Report and Scottish Executive responses

CONCLUSION RESPONSE
RECOMMENDATION

The NHS in Scotland should take a more formal, Agreed. This approach has been a
structured approach to stakeholder identification, adopted since Delivering for Health
engagement and communication to ensure that published in November 2005. A formal
IM&T programmes and proj ects meet Communications Plan is under
stakeholder information requirements and deliver development.
expected benefits.

The SEHD should extend proposals for more Agreed. Revised governance
robust governance and organisational design to arrangements have been the subject of
cover all IM&T and, once implemented, monitor wide consultation and have met with
their effectiveness. acceptance.



Annex B

The SEHD should clarify responsibilities and Agreed. This has been done as part of
accountabilities for IM&T strategy development the new Governance arrangements - see
and implementation at a national level. separate paper on Governance

Arrangements.

Develop and implement a comprehensive IM&T Agreed. A revised eHealth Strategy has
strategy which clearly links IT solutions to been developed and is the subject of
information requirements, including outcomes, consultation with Health Boards. When
quality, activity and costs. the eHealth Strategy next meets on 2ih

March it will consider and take decisions
about publication.

The SEHD should advise NHS boards to develop Agreed. Boards will be so required when
clear plans to bring any local IM&T solutions, the revised National eHealth Strategy is
arising from past investments, into line with the agreed and published.
national strategy in an acceptable timescale.

The SEHD should implement funding allocation Agreed. The overall eHealth programme
processes to support a gateway review approach has already benefited from a Gateway
for major IM&T programmes in line with aGC health check, and will be subj ect to the
good practice. Gateway review process as will major

components of the programme.

The SEHD should identify and monitor total Agreed. This will be one of the benefits
capital and revenue spend on IM&T. derived from the new governance

arrangements.

The SEHD and NHS NSS should extend the role Agreed. This is now being implemented.
of the national programme office to include
benefits monitoring and reporting for the
national IM&T programmes.

The SEHD and NHS NSS should introduce Agreed. Already in place for projects
benefits-led business cases as a mandatory above delegated cost limits but will be
component of programme/project extended to ensure each proj ect is
commlsslOnmg. founded upon a benefits led Business

Case

The SEHD and NHS NSS should ensure that Agreed. This will form a standard
programme and project boards establish a component of the governance process.
performance baseline within the start up phase of
future IM&T work programmes in order to
provide a basis for measuring future benefits
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delivered.

NHS boards should:

• Ensure that local governance and Agreed. These points will be addressed
organisational design for IM&T align with in a Health Department Letter to be
national arrangements. agreed by the eHealth Strategy Board.

• Clarify responsibilities and accountabilities
for IM&T strategy development and
implementation at a local level.

• Develop clear plans to bring any local IM&T
solutions, arising from past investments, into
line with the national strategy in an
acceptable timescale.

• Implement funding allocation processes to
support a gateway review approach for local
IM&T programmes in line with OGC good
practice.

• Identify and monitor capital and revenue
spend on IM&T.
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AUDIT SCOTLAND: OVERVIEW OF THE FINANCIAL PERFORMANCE OF THE
NHS IN SCOTLAND 2005/06

SCOTTISH EXECUTIVE RESPONSE

The report is organised into 3 parts.

Part 1: outlines recent organisational change and provides commentary on key
challenges

Part 2: considers financial performance

Part 3: reports on governance arrangements.

The report contains a number of key messages.

Summary of key messages from Audit Scotland Report and Scottish Executive responses

KEY MESSAGES
The NHS requITes robust long
term financial and servIce
planning to face future
challenges.

Funding has reached almost £9
billion in 2005-06.

The NHS m Scotland had an
underspend of c£71 million m
2005-06, most of which was
capital; this compares to a £32
million over-commitment m
2004-05.

NHS Argyll and Clyde was
dissolved at the end of 2005-06
and its cumulative deficit of
£81.7m was written off by an
allocation from the Health
Department.

RESPONSE
Agreed. We recogmse the need to plan for the
challenges facing NHS Scotland. We have reviewed a
number of the measures in place in order to help achieve
this and have developed the Local Delivery Plans for
each NHS Board focussing on key targets identified as
priorities. This includes the need to manage expenditure
within Revenue and Capital Resource limits and requires
detailed 5 year financial plans to support Delivering for
Health.
Agreed. Record levels of investment continue to be
made in the NHS. By 2007-08 spending will be over £10
billion. NHS Board allocations were announced on 1
February 2007 to reflect this.

Agreed. The 2005-06 underspend of £70.6 million on
the total budget of £9 billion is equivalent to less than
1%.

The NHS IS currently expecting to achieve a small
surplus in 06/07, with NHS Boards either forecasting
financial balance or with agreed recovery plans in place
to achieve it.

Agreed. Responsibility for healthcare for residents in
the former NHS Argyll and Clyde passed to NHS
Greater Glasgow and Clyde and NHS Highland. Weare
working with both Boards to manage this transition and
they are forecasting to achieve financial balance for
2006-07.



Two NHS bodies, NHS
Lanarkshire and NHS Western
Isles failed to achieve their
financial target of living within
their revenue resource limit.

The annual accounts for NHS
Highland were qualified in terms
of accounting treatment.

Efficient Government Initiative -
cash releasing savings are being
reported although less savmgs
have been reported from time-
releasing activities.

Most NHS boards are making
progress m governance
arrangements to support single
system working.

All NHS bodies met the new
deadline for submitting their
audited accounts to the Scottish
Executive Health Department

NHS bodies used non-recurnng
funding to reduce financial gaps
in 2005-06.
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Agreed. NHS Lanarkshire reduced its cumulative
deficit from £20 million in 2004-05 to £8.4 million in
2005-06 and is projecting in-year breakeven in 2006-07.

NHS Western Isles is now working towards achieving
m-year breakeven although IS still forecasting a
cumulative deficit of £2.4 million at the year end. Robust
action is being taken to address the Board's fmancia1
challenges.

Agreed. The qualification relates to 2 technical
accounting issues. NHS Highland is actively pursuing
resolution of them with its auditors with a view to
eliminating the qualification in 2006-07.

Agreed. To date Health has made the largest
contribution to the SE Efficient Government Initiative
targets with over 40% of the total savings.

The benefits of all savings are retained by the NHS to
supplement spending.

Whilst Boards have generated nearly £Um overall in
time releasing savings in 2005-06, of which £6 million
relates to reduced sickness absence, this is an area in
which we expect to see further progress in 2006-07.

During 2006 new measures of consultant related
productivity have been developed, which align with
plans to shift the balance of care and for Delivering for
Health. Performance against these measures for 2005-06
indicates a time releasing saving worth £32m.

Agreed. We believe that the governance arrangements
to support single systems and CHPs are now bedding in,
as evidenced in the Audit Scotland report "Review of
Community Health Partnerships 2005-06".

Agreed. NHS Boards met the deadline of 30 June 2006,
having previously had until 31 July to submit audited
accounts. We were also pleased to note that the audit
process ran smoothly and that draft accounts and
supporting schedules were of a good standard for most
NHS Boards.

Agreed. We recognise that it may be necessary for NHS
Boards to use non-recurnng funding for short term
purposes. Where this is the case plans are in place to
eliminate recurring funding gaps.
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1. Governance Structures

The governance structures for the eHealth 
Programme are shown in the following pages:
- Overall structure
- Programme Executive Team
- Clinical Engagement
- NHS Boards
- NSS

A key to the colour coding in the diagrams is 
given on the right.

For each diagram, summary points to explain the 
key relationships are also given.

Clinical Advisor

National 
Programme Governance

Local 
Programme Governance

Delivery

Service Advisor

NSS

Programme 
Management Office

Key:
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SEHD Departmental Board

eHealth Strategy
Board

National eHealth
Programme Board

Patient Care Services
Sub-Programme Board

Infrastructure & 
Business Systems

Sub-Programme Board

Clinical Change 
Leadership Group

National Clinical 
Reference 

Group
(NHS Boards)

Local
Project Board

National
Project Team

Local eHealth
Implementation Board

NHS Board

Local National

Heads of eHealth
(NHS Boards)

Chief
Executives

Group

Minister

Specify and commission 
work (in partnership with 

Head of Programmes)
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3.1 Overall Structure 
• National Programme Governance (represented in light blue) is at SEHD level.
• The Strategy and Programme Boards are empowered by the SEHD Departmental Board 

to set the national eHealth Strategy and mandate the adoption of national solutions at 
the local level.

• Advisory Groups representing the Service (Heads of eHealth) and clinicians (Clinical 
Change Leadership Group and National Clinical Reference Group).

• Engagement with clinicians is crucial and each project will have clinical engagement, 
appropriate to the particular needs of the individual project.  The Clinical Change 
Leadership Group operates at a more strategic level, taking an overall view of strategic 
opportunities and clinical change.  The National Clinical Reference Group is the main 
link between the various clinical information groups, acting as a ‘funnel’ for 
communications at a national and local level.  

• Change management input is provided to every project through the project team and 
project board.  This change input will cover both clinical and non-clinical change, as 
appropriate to each project.

• The eHealth Programme budget sits at SEHD level, with the Director of eHealth being 
accountable for this.
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3.2  Overall Structure
• A separate Health Information Board will provide a further data and information 

assurance function, given the particular concerns and challenges around this.  This will 
sit to the side of the eHealth Programme governance structure and make 
recommendations directly to the Minister and Chief Executive - independent of the 
eHealth Programme but supporting it and other strategic programmes in ensuring that 
the use and disclosure of personal health data is safeguarded.

• The advisory groups represented in the overall structure diagram may be further 
supplemented by an ‘external’ advisory group in order to provide the Programme Senior 
Responsible Owner (SRO) with an independent view on the Programme.  Membership 
may consist of board level representatives from other organisations that have 
undertaken major transformation programmes and will include health-based experience, 
i.e. representatives from other countries that have undertaken transformation 
programmes in the health sector, in order to provide most value to the eHealth 
Programme.

• Note that in terms of the accountability relationship, Health Boards and Advisory Groups 
report into the Programme and/or Strategy Boards, and effectively to the Programme’s 
SRO (the Chief Executive of NHS Scotland).  The SRO then reports to the Minister.
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3.3   Overall Structure 
• The Programme Board will be responsible for directing the overall eHealth Programme. 

The Board will give consideration to the need for a split of the overall Programme to 
enable Sub-Programme Boards to devote more time to individual projects within the 
grouping:

– Patient Care Services;

– Infrastructure and Business Systems;

• The NHS Board governance structure is complementary to the national structure, 
supporting delivery at a local level.  The National Project teams are responsible for 
procurement and development of national solutions, with the Local Project teams 
supporting deployment.  Once deployed, projects are handed over to ‘operational’ IT.

• Operational IT is a function which is retained by individual Boards and by NSS on behalf 
of Boards (in the case of the National IT Services contract).

• The Executive Team sits at SEHD level and supports the whole Programme, reporting to 
the Director of eHealth. The sole exception is the Contract Management Team which is 
managed by NSS, however there is a key relationship with the Head of Programmes.
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4.  Programme Executive Team
Note – blue boxes identify essential internal NHS Scotland roles
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6. Clinical Engagement
• Each project will have clinical engagement, appropriate to the particular needs of the individual 

project.  The Clinical Change Leadership Group operates at a more strategic level, taking an overall 
view of strategic opportunities and priorities, clinical change and benefits delivery.

• National Clinical Reference Group:
– membership consists of clinical leads from each NHS Board;
– main link between various clinical information groups and Clinical Change Leadership Group;
– acts as ‘funnel’ for communications to Clinical Information Groups at a national level and Clinical Reference 

Groups at NHS Board level;
– manages relationships and communication with the Royal Colleges;
– supports the Design Authority on definition of Information Standards, Confidentiality & Governance;
– identifies clinical resources required for National Project Boards, National Project Teams and short-life working 

groups to provide clinical input to Projects.

• Local Clinical Reference Group:
– chaired by Clinical Lead in each NHS Board;
– membership includes other clinical leads, NMAHP Ambassadors, Care Reference Group, SCIMP and other 

representatives as appropriate at local level;
– provides clinical input to local eHealth Implementation Board and individual local Project Boards;
– links into National Clinical Reference Group.

• Clinical Information Groups:
– various groups currently exist, some with unclear remits for historical reasons;
– review and rationalisation of existing groups required by the Clinical Change Leadership Group;
– main clinical input at project level should be through representation on Project Boards and formation of short-life 

working groups where appropriate.
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NHS Board

7. NHS Board Level
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8. NHS Board Level
• Head of eHealth:

– senior position reporting in to Board Chief Executive; 
– dual reporting line to Chief Executive and national Director of eHealth (professional relationship);
– sits on Heads of eHealth Group.

• Executive Team:
– implementation of standard structure will be up to each NHS Board to decide given existing structure and staff.

• Local eHealth Implementation Board:
– links into National eHealth Programme Board and NHS Board;
– oversees local projects and compliments national structure;
– potential sub-programme boards, depending on size and preference of NHS Board.

• Individual local Project Boards:
– required for larger projects and/or larger Health Boards;
– link into corresponding National Project Board.

• Clinical Reference Group:
– chaired by Clinical eHealth Lead, attended by other local clinical representatives;
– links into National Clinical Reference Group.

• Change Lead role includes support of communications, training, change management and benefits 
management at a local level.  Links into Change & Benefits team at a national level.
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9. NSS
Head of Programmes

(Programme
Executive Team)

National eHealth
Programme Board

Patient Care Services 
Sub Programme Board

PMO

National
Project Board

NHS Scotland
Client Governance

and eHealth
Commissioning

Supplier Governance,
Resource Pool,

Quality Assurance

NSS Chief Executive is a 
member of Strategy Board

Lead IM&T Delivery Director is a 
member of the Programme 
Board

Project Delivery

NSS

Project Team

•The National Director of eHealth is the budget holder for the national eHealth 
Programme.
•The eHealth Strategy and Roadmap must provide a clear programme of work 
based on which resources can be planned by NSS.
•The programme, primarily through the Head of Programmes working with an 
appropriate National Project Board, determines ‘eHealth Commissions’ and agree 
sthe scope, parameters, approach, budget and any other relevant matters with NSS.  
As a supplier and statutory body NSS has the capability to reject commissions or 
raise major project issues that arise during the course of the work.  
• ‘eHealth Commissions’ should have underlying business cases which commit 
SEHD, and NHS Boards where relevant, to the financial and operational 
consequences of the investment.
•The Commission is formally passed to NSS together with appropriate delegated 
budget from the Director of eHealth.
•The Project Board and Head of Programmes continue to work with NSS to receive 
reports on progress, provide ongoing monitoring and guidance, resolve issues, 
agree any changes to the original commission, and, together with NSS, report 
progress to the Programme.  They also ensure programme quality standards and 
management processes are applied. 

•NSS is the lead, but not exclusive, delivery agency for eHealth Projects.  In some 
cases NSS may undertake delivery itself, for others it may procure and manage a 
commercial supplier.
•NSS is responsible for effective delivery against the agreed commission and 
achieving VFM with the delegated budget.
•The content of the commission and its strategic relevance is primarily the 
responsibility of the Strategy and Programme Boards, and ultimately the Director of 
eHealth. NSS inputs to the strategy only as part of the wider NHS Scotland set of 
organisations.
•NSS holds the primary resource pool of IM&T expertise for national eHealth 
projects.
•NSS provides and manages Project Teams, taking responsibility for delivery to the 
agreed timescales and quality, managed through NSS’ internal structures and 
processes, and consistent with client requirements as reflected by the relevant 
National Project Board.

•Project teams are managed by NSS.
•Primarily project teams are comprised of staff employed by NSS, 
but may include seconded staff from the wider NHS, contractors 
or other supplier staff.



AU/S2/07/3/4 

 1. 
 

 
= Sir John Elvidge KCB=
 mÉêã~åÉåí=pÉÅêÉí~êó 
 
 
Brian Monteith, MSP 
Convener 
Audit Committee  
Room M2.18 
The Scottish Parliament 
Edinburgh 
EH99 1SP 
 

pí=^åÇêÉïÛë=eçìëÉ=
oÉÖÉåí=oç~Ç=
bÇáåÄìêÖÜ=beN=Pad=
=
=
qÉäÉéÜçåÉW=MNPN=OQQ=QMOS=
c~ñW=MNPNJOQQ=OTRS=
ÉJã~áäW=àçÜåKÉäîáÇÖÉ]ëÅçíä~åÇKÖëáKÖçîKìâ=
ÜííéWLLïïïKëÅçíä~åÇKÖçîKìâ=
=
=
=S===cÉÄêì~êó=OMMT=
 

 
 

 
 
 
 
Thank you for your letter of 21 December 2006 asking for my response to the recommendations 
contained within the Audit Scotland interim report on “The Efficient Government Initiative”. 
 
As I am sure you are aware, on 23 January 2007 Mr McCabe, the Minister for Finance and Public Service 
Reform, and his officials gave evidence to the Finance Committee on the Efficient Government 
programme and the Audit Scotland report.  This reply naturally covers much of the same ground. 
 
When the Auditor General appeared before you in December, he expressed the view that the Scottish 
Executive’s efficient government initiative struck him as being  

“the most sustained and purposeful commitment to improving the efficiency of government 
in Scotland that has been made for quite a considerable time.”   

This public recognition of our commitment to delivering real efficiencies is very welcome.   
 
The report does highlight some areas where risks remain or where further development is required.  
This is hardly surprising, given the size and complexity of the issue and our determination to make 
the whole programme robust.  Indeed, the report does not raise concerns which are additional to 
those which we had already identified and reflected on in the Efficient Government Outturn Report 
for 2005-06 which issued on 5 September.  Similar issues were identified in the National Audit 
Office Report “Progress in Improving Government Efficiency” which issued in February 2006. 
 
The Audit Scotland Report highlighted 5 main areas for further action.   
 
Baselines 
 
The Audit Scotland Report concludes that most projects have robust baselines.  The report 
acknowledges that templates for efficiency technical notes have been extensively revised and that the 
majority now have a clear statement on the baseline for inputs and outputs for each project.  We are 
as keen as Audit Scotland to ensure that, wherever possible, every project has this.  We are 
continuing to work with all Project Managers to ensure that appropriate and robust baselines are 
captured in order to monitor the impact of efficiency measures. 
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Quality measures 
 
As the Audit Scotland report recognises, some measures are already in place to track the level and 
quality of some services, such as the Legal Aid Fund.  We accept we do have more to do on this 
issue.  We are continuing to work with all Project Managers to ensure appropriate and proportionate 
measures of output quality are in place to provide assurance on the level of service delivery and 
intend to meet Audit Scotland to discuss possible solutions, since the issue is not straightforward.  
 
The report quotes the example of classroom assistants and the lack of measures identifying the extent 
to which teachers are managing to work more productively through that release of time.  Mr McCabe 
has frequently stated that he does not believe that it would be a productive use of time for us to 
require teachers to keep timesheets recording how they spend every block of time.  We have adopted 
the pragmatic approach of assuming that 100% of the time freed up by classroom assistants will be 
utilised by teachers.  The Audit Scotland report states, quite correctly, that we do not have evidence 
to prove that percentage.  We have sought  Audit Scotland’s opinion on what percentage they think it 
would be reasonable to claim.  In the absence of an agreed formula to derive an appropriate 
percentage, we believe that it is reasonable to claim 100% of the gains. 
 
Methods for calculating efficiency gains not robust 
 
As we expected, the Audit Scotland report has highlighted that there are areas of weakness in the 
measuring of efficiency gains.  We are well aware of the problems inherent in trying to measure 
efficiencies, and the report recognises that we are undertaking work to address these concerns on a 
project by project basis.  For example, the Improvement Service is working with local government 
and COSLA to develop the Aspiron framework which will provide a monitoring framework for local 
government.  This will be signed off by Chief Executives and auditable as part of the Best Value 
process. 
 
In the case of the specific example quoted in the Audit Scotland report, the NHS consultant 
programme, the failure to report any savings in 2005/06 is due to difficulty in measuring the service 
impact of different ways of working.  Subsequent to publishing the 2005/06 outturn report, four 
measures have been developed:  
 

• the shift from inpatient to day case treatments, 
• the reduction in return outpatient appointments, 
• the reduction in the average length of stay of elective patients, and 
• the reduction in emergency bed days. 

 
All of these are a result of modernising healthcare delivery.  Final 2005/06 data is currently being 
analysed to determine the level of time-releasing efficiency gains made in 2005/06. 
 
All governments – not just the Scottish Executive – face problems in trying to measure efficiencies.  
Indeed, the National Audit Office report “Progress in Improving Government Efficiency” explicitly 
stated that 
 

“We recognise the challenge departments have faced in measuring efficiency gains for the 
first time using information systems made for other purposes.  ….This is not to imply that if 
projects are unable to measure their contribution to departments’ efficiency targets accurately 
they should be abandoned; in most cases contribution to the target for efficiency gains is only 
one of many intended project benefits.” 
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Along with developing adequate quality measures, developing proportionate but robust measurement 
systems is possibly one of our biggest challenges.  We will discuss the issue and possible solutions 
with Audit Scotland.  
 
Development costs 
 
The Audit Scotland report validates the approach we took to netting off appropriate development 
costs in most of the cases they reviewed, although they have identified a few cases where they 
believe development costs should have been netted off.  We are investigating these and will net off 
development costs wherever appropriate.  
 
As the programme progresses, we continue to reinforce the message to all Project Managers that, 
where a project was implemented specifically to generate efficiencies, development costs must be 
identified and netted off from any claimed efficiencies.   
 
I would, however, like to put this problem into context: Audit Scotland cited one instance where 
there is a small potential risk that the gain may have been overstated.  From our initial soundings, it 
would seem that the development costs involved are insignificant.  Nevertheless, we are pursing this 
in more detail; and conducting a similar scrutiny of a handful of other cases. 
 
Better supporting information / audit trails required 
 
Again it is important to be clear about the context.  Most projects reviewed by Audit Scotland had a 
clear audit trail.  In only two projects does the report conclude that insufficient information was 
provided to the Executive; and Audit Scotland recognises in the report that a reasonableness check 
was undertaken.   
 
Under the Efficient Government programme, we are identifying money not spent and so made 
available for redirection to other uses, because of taken to work in a way which saves either cash or 
time.  For 2005/06, the total at such action efficiency savings is £442 million.  It would not be 
appropriate to us to apply the same level of audit resource to ‘monies not spent’ as we would to the 
£25 billion in expenditure by public sector, which is subject to both internal and external audit.  This 
would be inefficient in itself. 
 
However, a degree of rigour is applied centrally and, as it was the first year of full year returns, a 
series of questions were asked about the first set of reported results.  This resulted in many reported 
gains being excluded from final reports.  We have only been prepared to accept those that are 
annually recurring and where they meet our stated definitions of efficiency savings.  If we had been 
prepared to accept all the suggested gains the total would have been £167 million higher.  This 
should provide reassurance that scrutiny is applied both locally and centrally. 
 
We would agree, of course, that it is appropriate to have management information systems in place to 
record the impact of management decisions in financial and activity terms.  We are working, through 
project managers, to ensure that management systems are set up to capture information in a 
proportionate fashion, and this monitoring information has been reported through technical notes.   
 
I note, from the extract of the Official Report which you sent me, that there was discussion about the level 
of resource within the Efficient Government Delivery Division; and some suggestion that the workload 
was too diverse for a small team, given that their responsibilities include e-government, access to the 
internet etc.  We had already recognised the potential for this to become a problem, and the Division has 
now been reorganised to allow resources to be concentrated solely on efficiency.  I can also reassure you 
that the Efficient Government Delivery Division does include members with experience of HR.  You will 
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also be interested to see that, in his appearance in front of the Committee, the Minister for Finance and 
Public Service Reform stated that he will keep the issue of the level of resources available to the Efficient 
Government Delivery Division under constant review to ensure that the Division continues to provide 
good value in its pursuit of efficiency. 
 
 
 
 
 
 

JOHN ELVIDGE 
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Efficient Government

10:06 

The Convener: Agenda item 3, on the Executive's efficient government initiative, is the 
substance of this morning's meeting. As members know, we have been scrutinising the 
initiative for some time. In the wake of Audit Scotland's report, we will take evidence today 
from the Auditor General, Bob Black, and later from the Minister for Finance and Public 
Service Reform. 

I welcome the Auditor General to the committee. Accompanying him from Audit Scotland 
are: Angela Cullen, who is assistant director of the performance reporting group; Bill 
Convery, who is assistant director of audit services; and Gavin Stevenson, who is director 
of health and central Government. I invite the Auditor General to make a brief opening 
statement. 

Mr Robert Black (Auditor General for Scotland): Good morning, ladies and gentlemen. 
As the committee is aware, my progress report on the efficient government initiative was 
published in December and I had the opportunity to present it to the Audit Committee on 19 
December. I will confirm to the committee the role that Audit Scotland has played. 

It is not at this stage possible for us to give a general assurance about the accuracy and 
reliability of the efficiency gains that have been reported because there are still some 
significant weaknesses in the information. We commented in our report on the extent to 
which the efficiency gains that have been reported so far are based on robust processes 
and information. Further work will be necessary to demonstrate the achievements of the 
initiative and its impact on the levels and quality of service delivery. I emphasise that we do 
not seek to provide at this stage an independent assessment of the accuracy of the 
efficiency gains and the numbers that are involved. Although my colleagues and I will 
attempt to answer members' questions, our evidence base is confined largely to the report 
that was laid before Parliament. 

The efficient government initiative ranges widely throughout government. The committee 
has considered the subject in some detail—members will be aware that the efficient 
government plan was published in November 2004. The Executive has since said that it 
expects to deliver nearly £1.3 billion of efficiency gains and that it is working to identify 
projects that will deliver the rest of the gains to make up the difference towards the target of 
£1.5 billion. It expects to publish further details soon. In September 2006, the Executive 
reported efficiency gains that amounted to £442 million against its target of £405 million for 
the year until March 2006. 

Col 4308 

Audit Scotland reviewed in some detail progress on 12 major projects that the Executive 
identified. The 12 projects cover £380 million of the £442 million efficiency gains that were 
reported for 2005-06, so we covered a very large part of the efficiency gains by 
concentrating on those 12 projects. We concentrated on progress compared with the 
expectations that were set out in the efficient government plan, and we considered the 
scope for improving the systems and processes that are in place to report efficiency gains. 
An important point that I share with the committee is that we found clear evidence of a 
commitment to improve efficiency throughout the public sector. However, further action is 
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needed to provide assurances about the levels of efficiency gains that have been reported 
and their impact on service delivery that Parliament is entitled to expect. 

I draw the committee's attention to five areas in which improvement is definitely necessary; 
some will be familiar to the committee from its previous involvement with the issue. The first 
is the importance of setting robust baselines. If the Executive is to measure robustly the 
progress that is being made against efficiency targets, it must have a good baseline of 
information on costs and service outputs. Most of the projects that we examined appeared 
to have established robust baselines, so there has been progress in that area in the past 
year or so. However, there is still a need for further improvement. For example, the 
information that was used to establish a baseline for the initiative to reduce sickness 
absence in the national health service is not very good—boards do not have good baseline 
information on that. 

Secondly, more needs to be done on quality measures. The committee knows well from its 
previous consideration of the matter that efficiency gains will result from the initiative only if 
the level and quality of services are at least maintained. We give examples of monitoring 
arrangements that relate to the quality of legal services, for instance, which show that it is 
possible to track the level and quality of service as part of an efficiency project. However, in 
other areas much more needs to be done to track the impact of efficiency initiatives on the 
level and quality of service, for example the employment of classroom assistants, which 
was expected to release teachers' time. The idea behind the project is to increase staff 
productivity by releasing teachers from administrative tasks to allow them to spend more 
time with pupils. However, there are no measures to identify the extent to which teachers 
are managing to work more productively through release of time. We recognise that that is 
difficult but, given the sums of money that are involved, it is a significant issue that needs to 
be addressed. 

Col 4309 

The third issue is that the methods for calculating efficiency gains are not always robust. 
The report highlights several cases in which the calculation of efficiency gains was based 
on extrapolations. One example is in the national health service, where boards reported 
savings of £21.6 million as a result of better drug prescribing. Reliance was, however, 
placed on extrapolation of information that was provided by chief pharmacists in each board 
area. Another example, which has been the subject of previous evidence taking by the 
committee, is the £122 million of efficiency gains that the 32 Scottish local authorities 
reported, which was based on a search by the Improvement Service. The committee took 
evidence on the extent to which the figure was reliant on six case studies and a self-
response survey from councils. The Improvement Service has reported that it believes that 
the detailed case studies show that councils underestimated, rather than overestimated, the 
efficiencies that were made, although in my view much more needs to be done to validate 
the accuracy of the reported savings. 

The fourth matter that I would like to mention briefly is the need for better supporting 
information. Audit trails are important, because they show how a project's efficiency gains 
are calculated, all the way from the data-collection process through to the processing, 
analysing and reporting phases. Most of the projects that we examined had clear audit 
trails, but in a few cases the Executive could not check reported gains because insufficient 
information had been provided. One example is the drug prescribing project that I 
mentioned earlier. Boards reported savings of £21.6 million, but no work apart from a 
reasonableness check that NHS National Services Scotland undertook was done to verify 
those significant reported savings. 
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The fifth matter on which tightening up is needed is development costs. Some savings are 
claimed gross of developments costs, whereas others are netted off. Executive guidance 
says that, where possible, development costs that relate directly to efficiency gains should 
be deducted from the efficiencies that are claimed. However, in most cases that we 
reviewed, developments are expected to meet several business objectives, so development 
costs were not netted off. That is entirely appropriate, but there were other cases in which 
development costs should have been deducted. 

A wide body of evidence suggests that the efficient government initiative is delivering 
savings that would not otherwise have been achieved; it is important to emphasise that key 
point. In general, people who are responsible for delivering efficiencies throughout the 
public sector are responding well and the initiative is being  

Col 4310 

embedded in the day-to-day business of managing and running public services. However, 
there is still need for significant improvements in the information systems that underpin the 
work: without better information, there is the prospect that uncertainty about some of the 
reported efficiency gains will continue. 

I am happy to attempt to answer members' questions. I will rely on my colleagues, who 
have been involved in the detail of scrutiny, because the efficient government programme is 
large and complex. 

10:15 

The Convener: Thank you for your opening remarks. I will kick off questioning. It comes as 
no surprise to anyone that there is some weakness in information systems; that was 
probably bound to emerge when we embarked on an efficiency exercise on such a scale. 
The absence of perfect information is no reason not to continue with an efficient 
government programme. 

I am interested in what will happen next. The efficient government programme is a three-
year programme. Has Audit Scotland been invited to assess subsequent progress? Is there 
an agreed way forward, so that the five areas that you have highlighted can be kept under 
review as the programme moves into years 2 and 3? 

Mr Black: I will comment first in general terms on what will happen next and then more 
specifically on Audit Scotland's involvement. I am sure that the committee is aware that the 
Audit Committee has decided not to take evidence on or to hold an inquiry into the matter. 
However, it has asked the permanent secretary, Sir John Elvidge, to respond to its 
recommendations, so an element of work that is relevant in the short term is being done. 

The Executive has told us that it is already taking action on some of the risks that we 
identified in the efficient government initiative progress report. For example, it has taken 
action on staffing of the efficient government delivery division, where there have been 
improvements. We will continue to monitor progress on the initiative through the on-going 
audit that Gavin Stevenson will oversee in the 60 or so bodies in central Government and 
the NHS. It might be helpful for Gavin to give the committee a quick outline of how the audit 
resource will continue to engage with the issue over the next year. 

Gavin Stevenson (Audit Scotland): There are two issues. First, there are the schemes 
that are currently under way, many of which started before the efficient government 
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initiative was put in place. Secondly, there are projects that are now starting to come on 
stream, which are more important. As  

Col 4311 

the Auditor General said, efficient government is starting to become embedded in the 
business processes of the Scottish Executive and the NHS. When projects come on 
stream, the Executive and the NHS are starting to consider how they will contribute to 
efficiencies and to consider the performance measures that they may have to put in place 
to demonstrate that at the other end. 

I will cite an example from the health service. Each body in the health service now reports 
monthly on progress against savings targets, and identifies separately those that are 
declared as efficiencies. The audit process will examine the rationale behind such 
efficiencies and will review large-scale projects that are under way. It will review at the front 
end, in some project specifications, whether they will or will not contribute to the efficiency 
agenda. The aim is to embed efficient government in the normal audit process instead of 
having an historical looking-back exercise, which will not add value for the audit pound. 

The Convener: I will ask one more question before coming to my colleagues. Your final 
point was that there will be an on-going audit process. Is the audit process on health 
underdeveloped in the Executive, compared with the audit process in health boards? You 
have responsibility for both. Are the audit processes in our 16 or 17 health boards better 
than those that you found centrally? We are aware that that is a source of tension. 

Gavin Stevenson: It is difficult to say. Health boards and their ilk have been around for a 
very long time. The names may have changed, but many of the functions have remained 
the same. The business-case process has been embedded in the health service for about 
the past 10 years. The central projects were developed against a range of business 
objectives, but efficient government was not one of them. We must not use hindsight to 
judge projects that are under way—we must instead look at the current position and how 
existing systems could be enhanced to deliver the objectives that we seek. 

You are right that we need in the audit process to be careful when we talk about terms such 
as materiality. When we step up the process towards the Scottish Executive, there are 
much bigger numbers to deal with. As the Auditor General has said, by looking at individual 
projects we can perhaps get to the heart of systemic issues within departments. That is the 
approach that we will adopt this year, following on from the initial work that the Auditor 
General has undertaken. 

Mr Black: We certainly found good evidence that the Executive is actively engaged in the 
issues at the centre under the five key work streams, including better procurement, e-
government and so on. A lot of activity is taking  
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place that is an essential part of the future strategy of delivering efficient government in the 
service, where most of the spend takes place. It is important to balance the audit of the 
Executive between two things: its role in achieving efficiency gains in the expenditure under 
its direct control and the quality of the support that it provides to lever efficiency. We think 
that it is doing rather well on that. 
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Mr John Swinney (North Tayside) (SNP): A general point arises from the discussion that 
we have just had. One of the criticisms of the efficient government programme has been 
that different organisations have been required to make, or may have made, rather blunt 
cuts, as we would traditionally have called them in the past, rather than service or process 
improvements that one could define as improvements in efficiency or efficiency savings. 
Can you give the committee a sense of whether that is a valid criticism, or are public bodies 
increasingly accepting that for something to be defined as an efficiency saving there must 
be a process improvement, a service improvement or a service change? If that is the case, 
can you give us a sense of what proportion of the efficiency savings fall into that category? 

Mr Black: That is an extremely important central question. I wish that we could provide a 
better answer, but in this area—as I have to say in so many reports that I present to 
Parliament—the quality of information is often not up to the challenge. 

I turn first to the health service. As the committee will be aware, our current efficiency 
saving of 1 per cent was being applied to all health boards. They are expected to devise 
their own savings through considering matters such as contracting, commissioning, estates 
facilities, service redesign, workforce planning and so on. In December, at the same 
meeting at which I presented the efficient government report, I presented the financial 
overview of the NHS for the last financial year. We were able to report that, on the face of it, 
the NHS balanced its books. It had a small overspend in its revenue budget and an 
underspend on capital. In the report I went on to explain some of the significant financial 
pressures on the boards that we think will come through in future years. There must be a 
risk that, because of the cost pressures in the NHS, efficient government might impact on 
services unless it is very carefully managed in the health service. That said, we found a 
number of projects in which true efficiency gains are being generated. Would any of my 
colleagues like to pick an example or two? 

Bill Convery (Audit Scotland): The problem is quantification. Improvements can be more 
readily evidenced. If police officers are freed from sitting beside prisoners in court and are 
made available  
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to be on the beat or in a police station, or if we free up teachers' or lecturers' time at zero 
cost or at a more efficient cost than by hiring, that represents an efficiency. The problem is 
in quantifying it. We support the statement that real efficiencies are being made, but we are 
not in a position to give an old audit "true and fair view" on the figures. Judgments must be 
made. We can talk about diary records, sampling and extrapolation. We can test some of 
that, but the systems and processes are not really in place at the moment, so although we 
have evidence of savings, quantification of them is very difficult. 

One of the better examples on which we can say there is a saving is on page 20 of the 
report. The final entry in the table is on legal aid. There were very good benchmarks, we 
had a system in place and there were numbers and costs in place. Changes were made to 
drive through efficiencies, after which the numbers and the costs dropped—the outcome is 
shown. There was not a huge investment. Failure-to-appear costs, for example, were not 
being paid automatically to solicitors and costs then paid again when they came to 
represent their clients. We had a real baseline and real measures and we could calculate 
that savings had been driven by that change. There are other examples, but that is a 
particularly good one because it had most of the features that we look for: an audit trail, a 
baseline, and the ability to calculate the costs and do a comparator before and after and 
say that there are savings. 
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Jim Mather (Highlands and Islands) (SNP): I noticed at the outset that you effectively 
qualified the audit statement. Given the absence of baseline data, the risk of double 
counting and the fact that, in addition, associated development costs are largely omitted 
from the savings calculations, to what extent was that essentially forced on you? 

Mr Black: Of those matters, the absence of baseline data was undoubtedly the most 
significant, because to undertake a proper audit examination one would clearly look at the 
situation at the beginning of the project, then compare it with the situation part way through 
and at the end of the project. That is a difficulty that permeates all this. 

The development-cost issue is interesting, because the general picture that emerged was 
that many of the projects with development costs would have happened anyway for sound 
business reasons. That suggests that management of those services is to a significant 
extent looking for ways to generate efficiencies. The efficient government programme is, if 
you like, an extra incentive that provides impetus in that direction. 

The rule that is laid down by the Executive is, quite properly, that if a sound business case 
was  
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developed before an efficient government project, those development costs should not be 
netted off. It is fair to say that there have been a relatively small number of cases in relation 
to which we had a concern about development costs. One was in relation to the police, but I 
do not think that we have had a huge number of such cases, have we? 

Angela Cullen (Audit Scotland): No. The one that we highlight in our report is in the police 
service. We could not find any evidence that development costs had been deducted when 
we thought that they should not have been. 

Jim Mather: In that case, I will take a more general perspective. Exhibit 3 on page 11 
refers to risks that are associated with measurement, methodology and eligibility. How 
many of the 12 projects came through the process unscathed by those risks, unlike the 
legal aid situation? 

Mr Black: I do not think that we could say that any of the projects emerged from that series 
of tests perfectly. We have attempted on pages 18, 19 and 20 of the report to give in the 
right-hand column an account of the details of the claimed savings for each of the 12 
sample projects. Each is different, but the same problems recurred in respect of 
measurement. 

Jim Mather: You referred to a fundamental point in respect of the five points you 
mentioned in terms of focusing on maintaining the level and quality of services. For me, that 
point contradicts, to a certain extent, the preamble on the efficient government initiative in 
part 1 of the report, which indicates that—by and large—Audit Scotland accepts the 
Scottish Executive's spin on what the initiative is all about. The reason why I have a 
difficulty in respect of maintaining levels and quality of services is that the private sector 
expects efficiency savings' prime objective to be to improve the quality and level of service. 
That takes me back to the well-understood but counter-intuitive idea that in running a 
profitable company, one must maximise the level of service to customers to win more 
customers and get more repeat business. The profits flow from that. Would it be more 
sensible if the focus of the initiative in the first instance had been to beef up the level and 
quality of service and, in the process, to deliver savings? 
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10:30 

Mr Black: As, I am sure, the committee is aware, it is a distinguishing feature of the public 
sector that it defines output differently from the private sector. In the public sector, we are 
exercised by the difference between outputs and outcomes. Does employing more nurses 
result in better health outcomes? Does employing more teachers result in better-educated 
and more  
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roundly developed young people? In the public sector, we tend to define better outputs as 
being, for example, more teachers, more nurses and more consultants. That is a 
fundamental problem for us. It is entirely appropriate that in the public sector there are often 
policy commitments to deliver more teachers, more nurses and more consultants, so the 
nature of the debate in the public sector is such that it has to take place on a different plain, 
so to speak. 

Jim Mather: I suggest that the debate in the public sector might be on a convergent plain 
with the debate in the private sector, to the extent that we could come up with criteria that 
could be used to define profit in the public sector, such as shorter waiting lists, faster 
turnaround, healthier people or more people in work. Given that there is still in the public 
sector an obsession with outputs rather than outcomes, is there a case for having checks 
and balances to ensure that the methodologies that are used to achieve improvements are 
comparable with those that have worked in the private sector, which include lean 
management techniques and six sigma process improvement? Should not the 
methodologies themselves stand up to audit? 

Mr Black: If one examines the efficient government programme, among the 71 projects that 
are running one will find examples of projects that have imported such thinking. However, I 
am not convinced that such techniques can be applied at strategic level; they are 
operational tools that can be applied in certain parts of the system. As good an example of 
that as any is the shared services agenda, which is attempting to achieve economies and 
efficiencies in shared services while preserving the output from shared services as a whole. 

Jim Mather: I hear what you say, but I regret the fact that the opening statement in part 1 
of the report lacks a caveat. It states: 

"The Scottish Executive's ... Efficient Government Initiative is an efficiency programme 
which supports effective management and customer-focused service delivery. It is not an 
economy drive and any savings it achieves will be reinvested in public services." 

It would have been much more helpful if the report had said that the initiative "seeks to 
be"—rather than "is"—an efficiency programme. 

Mr Black: I take your point. It is fair to say that that section of the report is pretty much a 
quote from the policy statement. 

Mark Ballard (Lothians) (Green): I want to follow up on Jim Mather's questioning. In your 
opening statement, you said that it was possible to have effective quality measures. In 
particular, you mentioned the example of legal aid. Page 17 of the progress report refers to 
the use of 
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"an established quality assurance peer review scheme" 

for the legal aid project, which you praise. How common is it for projects to have acceptable 
quality assurance systems? Are there projects that do not have quality measures similar to 
those used by the legal aid project? 

Mr Black: That is a good question. Bill Convery might know whether we gathered any 
information on that through the audit process. 

Bill Convery: Not specifically. Because productivity—what value we get for our pound—is 
not a concept that is used in the public sector, there is no ready comparator of whether the 
output per teacher is better or worse than the output per policeman. A great deal of work is 
being done to drive the development of such measures, but none is available. We are left 
with a quality measure that says that adding more teachers or classroom assistants will free 
up teachers, which will improve the quality of teaching. It is extremely difficult for a financial 
auditor such as me to measure such quality directly and to translate it into pound notes. 

Mark Ballard: But it appears that that has been achieved in the legal aid project, so it is 
possible to achieve. 

Bill Convery: It is possible to achieve with projects for which the numbers are available. 
Over the next two years, we will be in a better position to comment on, for example, the 
projects to do with procurement and drug pricing. If one buys certain goods of the same 
quality year on year—for example, if one continued to buy Kellogg's cornflakes rather than 
a cheaper brand, that would allow one to say that one had made a saving—it is possible to 
measure progress while keeping the quality up. Some of the projects are numeric and some 
of them are fixed. With such projects, the base can be identified and changes in numbers, 
costs and outputs can be measured. The projects with which we have major difficulties—as 
does the Executive—are those that involve measures of people, such as how much value 
more time for a policemen, a lecturer or a nurse adds. If the sickness absence initiative in 
the NHS is successful, we will have more nurses at work, but it is difficult to establish what 
the value of that will be. 

Mark Ballard: Among the projects that you sampled, was the legal aid project an exception 
in having an acceptable quality assurance scheme, or were there other projects that you felt 
also used acceptable quality measures? 

Bill Convery: The other projects that used such measures were the numbers ones. NHS 
procurement involves identifying the cost of goods and the number of them that were 
bought the previous year. By joining up with other bodies, the numbers can be increased 
and a discount can be  
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negotiated. With some projects, measures are available. They are not perfect, but they 
make it possible to make a reasoned assumption about how much money has been saved. 

Mark Ballard: That is more problematic with the people projects. 

Bill Convery: It is very difficult to put a value on those. 
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Mark Ballard: Did you find any instances of efficiencies being claimed or pursued that 
could have an adverse effect on service quality? I recognise the problem of not having 
measures of service quality, but did you uncover cases in which you had concerns that 
service quality might have declined because of claimed efficiencies? 

Mr Black: I do not think that we had a concern about that in relation to any individual 
project. The general risk must be the top-slicing effect. Unless that is managed extremely 
carefully by management in local government and the health service, it could have an 
impact on the level of service. We highlight that risk in the report. There is a need for better 
information that links financial spend to performance, which is an area in which, 
systemically, the public sector is weak. 

Mark Ballard: You have identified that that risk exists, but you do not yet have the data to 
assess whether service is being affected on the ground. 

Mr Black: That is correct. 

Mark Ballard: So that could be happening on the ground. 

Mr Black: Yes. As I am sure that Professor Midwinter will have advised the committee, the 
problem is that public bodies tend not to isolate programmes that are designed to generate 
efficiencies and programmes that are designed to move resources into new service 
developments. There might also be a need for budgets to be trimmed to meet resource 
allocations that are not overtly part of the efficient government programme, but which are a 
reflection of the overall cash constraints on public bodies. Ultimately, it will be extremely 
difficult—perhaps impossible—to unpick the different elements in that because the public 
bodies concerned manage their finances against the overall budget constraints. 

Mark Ballard: Would it be possible to approach the issue the other way round and to 
speculate on what might be causing the losses in service quality that have been identified? 
If it is not possible to extrapolate forward, is it possible to extrapolate back? 

Angela Cullen: Where we are coming from is that output measures or measures of 
success should be set at the outset so that it can be  
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ensured that performance, whether from the point of view of productivity or the point of view 
of quality, does not reduce. There should be no dip in productivity, in relation to either 
activity or quality. We want the level of service to be maintained. The public sector should 
maintain the quality of services, but provide them more efficiently. 

Mr Andrew Arbuckle (Mid Scotland and Fife) (LD): In the key findings, you rightly identify 
that a significant proportion of the gains will come from a small number of projects and from 
local bodies rather than central Government. Are you happy with the differentiation between 
the savings that are expected of local bodies and those that are expected of central 
Government? 

Mr Black: In general, the picture at the highest level seems to be that the efficiency 
challenges are being applied to each sector in proportion to their significance to Scottish 
public spending overall. As I think we all recognise, the great bulk of spending is delivered 
by bodies that are independent of, or at arm's length from, central Government. 
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The pie chart in exhibit 7 of our report shows savings plans by area of the public sector. As 
you will see, health and local government account for, roughly speaking, a third each, 
although health is somewhat ahead of local government. That broadly reflects the levels of 
spend in the sectors, so the general answer to your question is that the savings plans are 
broadly proportionate to the spend. 

Mr Arbuckle: One outturn resulting from the savings in procurement is the aggregation of 
contracts. Have you come across any evidence that such gathering together of contracts is 
detrimental to local suppliers? 

Mr Black: I do not think that we have evidence about the impact on local suppliers. 

Bill Convery: That was not part of our remit, and we did not come across it in carrying out 
our work, so we did not follow the process to see whether any savings were freezing out 
smaller local businesses. 

Mr Swinney: When we compare the efficient government programmes of the Scottish 
Executive and the United Kingdom Government, we find one striking similarity and one 
major difference. The striking similarity is that many of the criticisms of the UK 
Government's programme made by the National Audit Office sound remarkably similar to 
some of the points in your report and your comments today. I make no criticism in saying 
that. The difference is the fact that the UK programme is scheduled to run at an efficiency 
saving rate of 7.1 per cent of the departmental expenditure limit, whereas the Scottish 
Executive rate is 4.4 per cent of DEL. 
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On the similarity, the National Audit Office is clear that the absence of information systems 
directly hampers its ability to validate the programme. Has there been any dialogue 
involving the Government, Audit Scotland and the NAO about how to improve the reporting 
and the steps that would be required to be taken? What has the Government said? 

Mr Black: We have been in regular dialogue with the NAO. As Angela Cullen has been 
involved in that, I invite her to give you a full answer. 

Angela Cullen: As the Auditor General said, in the past year we have been in regular 
dialogue with the NAO on efficient government. The NAO published a report last year that, 
as Mr Swinney recognised, had themes that are similar to those that we have picked up in 
Scotland. We understand from our recent conversations with the NAO that it is due to 
publish another report on the UK position and that it will echo some of the themes that were 
in its previous report. It has not attempted to validate the savings this year, but it will use the 
same process—a traffic-light system—to reflect some of the risks, which are similar to 
those that we have identified. The NAO will keep the process in view, and we will maintain 
a dialogue with it to see how we can develop how we operate. We plan to review the 
situation on an on-going basis, and we will see whether we can pull together a joint 
reporting approach. 

Mr Swinney: In the wake of what are similar findings by the NAO and Audit Scotland, what 
has been the nature of the response from the Scottish Executive and the UK Government? 

Angela Cullen: I cannot really speak about the UK Government's response. We have 
spoken to the NAO, and as far as we are aware the UK Government accepted the 
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comments in the NAO's previous report. We do not know what is happening with the 
forthcoming report. 

Mr Swinney: Is the process leading to improvements in data collection and in mechanisms 
that would allow auditors to make more comprehensive assessments? 

Angela Cullen: We believe so, but the fact that the NAO has not attempted to validate the 
savings this year gives us a hint that there are still some weaknesses in the systems and 
processes in the UK Government in general. 

10:45 

The Convener: I want to ask just one question on that before John Swinney continues. You 
mentioned a traffic-light system in the UK; have you used that in Scotland in assessing 
projects? 

Angela Cullen: No. 
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The Convener: Why not? It sounds an interesting way of achieving comparability across a 
number of disparate projects—perhaps 50 or so. 

Mr Black: In Scotland, because of scale, we were able to look in some detail at 12 projects, 
covering 86 per cent of the reported savings last year. We are getting good coverage of 
devolved spending in Scotland, and I suggest that we give a richer picture of what is 
happening in each of the projects in exhibit 9 of our report, in which we go through them in 
some detail. 

Because of the scale and complexity of government across the UK in the non-devolved 
area, it would be difficult to capture such richness of data. In my experience, traffic-light 
systems are often a way of trying to capture complex information at a high level, and I felt 
that the value of the information would be reduced if we stopped at that level. I wanted to go 
down a level and present a narrative for all major programmes in Scotland. 

Mr Swinney: The second part of the comparison is the difference between the UK 
Government target of 7.1 per cent and the Scottish Executive target of 4.7 per cent. In your 
assessment of the range of opportunities to make efficiency savings, do you think that it 
would be in any way unrealistic for the Scottish Executive to pursue the UK Government 
target? 

Mr Black: The short answer—which is not going to be very helpful—is that we do not have 
enough of an evidence base to offer a judgment. The targets are set from the top down, 
which means, by definition, that a judgment is taken at a high level of government on what 
is a reasonable challenge to set. That is beyond the ken of auditors. 

Mr Swinney: The NAO is not signing off or validating the savings that the UK Government 
says have been made. 

Mr Black: No. 
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Mr Swinney: So, effectively, ministers say that they have achieved savings of 7.1 per cent, 
but there is no independent verification of whether that is the case. 

Mr Black: To the best of our knowledge, the NAO position will be four-square with ours, in 
the sense that it will provide an assurance on the quality of the systems and data that are 
being used, but it will not provide an independent validation of the numbers. 

Mark Ballard: I want to continue on the breadth of the data that you are collecting. One 
issue that has been discussed is the benefit of centralising specialist services, in the NHS 
for example, particularly when expensive facilities or highly trained or specialist staff are 
involved. Centralising  
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services may generate measurable efficiency savings for the NHS, but it may impose costs 
on patients and visitors. Do you assess those wider costs on society and service users in 
your calculations? 

Mr Black: We make the general point in the report that it is essential to include information 
on quality and outputs in any assessment of an efficient government project, so that we can 
determine whether there are impacts of the sort that you outline. Bill Convery may be able 
to help us with some examples. 

Bill Convery: The member's question takes us back to the Executive's claim that the 
initiative is an efficiency programme. Such a programme is relatively unusual; during the 
past 20 or 30 years in the public sector there have been economy drives, cuts, budget 
reductions of 1 per cent and requirements that departments give up 5 per cent—we are all 
used to such crude measures of saving money. The Executive defends its programme to 
achieve efficiency gains of £1.5 billion on the ground that efficiency gains can be counted 
only if they lead to no reduction in quality. The net saving from the scheme is not £1.5 
billion; it is £0, because not a penny is to be saved and all moneys must be reinvested. The 
scheme is not a traditional one in which cuts are made. If a project is to be included in the 
scheme at all, there must be quality assurance. 

There is a question about the extent to which we can validate quality assurance. The 
impact on a person's health of their having to get a bus to Wishaw general hospital rather 
than go to Monklands hospital is way beyond our ken as auditors. However, if a project is 
submitted as part of the programme, the NHS is required to say what measures it will take 
to ensure that quality will be maintained. 

Mr Arbuckle: You said that account is taken of the social consequences of the efficiency 
programme, which might be regarded as significant by some people, but how is that done 
and what weighting do you give to such matters? Do you consider purely the financial 
figures? 

Mr Black: As you know, we have a full programme of performance audit reviews, which we 
conduct every year. A fundamental element of performance audits is consideration of 
service delivery as well as cost. We consider quality, output and cost in all the major studies 
that we undertake. The short answer to your question is yes, we are concerned about 
quality. Quality is fundamentally important and should be covered by audit. 

The efficient government programme is a special case, for the reasons that we have 
discussed at considerable length this morning, in  
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that it is a top-down programme to drive efficiencies, but it is not yet supported by 
information systems that are up to the job. 

The Convener: I thank the witnesses for their evidence. We will pause to allow the minister 
to join us. 

10:52 

Meeting suspended.

10:56 

On resuming—

The Convener: I welcome Tom McCabe, the Minister for Finance and Public Service 
Reform. He is accompanied by Scottish Executive officials: Ruth Parsons, head of the 
public service reform and efficiency group; and Craig Russell, head of the efficient 
government delivery division. I invite the minister to make an opening statement. 

The Minister for Finance and Public Service Reform (Mr Tom McCabe): Good morning. 
I thank the convener and members for giving me an opportunity to say a few words about 
our efficient government programme. As this session of the Parliament is reaching its end, 
this is a good time to review the achievements that have been made under the programme 
and to say a little about the challenges that lie ahead. 

I was pleased that when the Auditor General for Scotland appeared before the committee in 
December, he said: 

"the efficient government initiative strikes me as the most sustained and purposeful 
commitment to improving the efficiency of government in Scotland that has been made for 
quite a considerable time."—[Official Report, Finance Committee, 19 December 2006; c 
1928.] 

That was a good endorsement, by any measure, but it does not mean that Audit Scotland 
will not see fit to make constructive comment on specific aspects of the programme—that is 
that body's job, and I would expect no less of it. There has been a frank and professional 
exchange between the Executive and Audit Scotland, which has contributed to our good 
relationship. 

The Audit Scotland report, "The Efficient Government Initiative: A progress report" 
highlighted five main areas for further action. I will give you my initial thoughts on the 
recommendations in the report. First, on baselines, the templates for efficiency technical 
notes have been extensively revised and the majority now contain a clear statement on the 
baselines for inputs and outputs for each project. Audit Scotland wants to ensure that every 
project has the same information and we will continue to work with all project managers to 
develop and improve the information that is available. We will  
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further revise the templates when we publish the next edition. 



AU/S2/07/3/4 

 18. 
 

Secondly, some quality measures are in place to track the level and quality of services. The 
Scottish legal aid fund offers a good example, which was cited in Audit Scotland's report. 
However, I accept that much remains to be done. We will do our best to improve the 
situation. The report mentioned the lack of measures to identify the extent to which the use 
of classroom assistants means that teachers are managing to work more productively as a 
result of the release of time. I am not convinced that a requirement to keep time sheets that 
record how teachers spend every block of time in their day would be a productive use of 
time, but the challenge remains to find appropriate and proportionate ways of calculating 
the efficiency gains that have undoubtedly come about as a result of our initiative. 

Thirdly, Audit Scotland concluded that the methods for calculating efficiency gains are not 
as robust as they could be. I agree that the calculation of efficiency gains is unlikely to be 
accurate to the exact pound, but it is an exaggeration to suggest that that means it is 
anything less than robust. As we said from day 1, we will of course pursue continuous 
improvement. It is our intention—and it is in our interest—to improve information in that 
area. 

11:00 

There are clearly areas that can be improved, but the challenges that we face are not 
unique to the Scottish Government; they are faced by all Governments. Undertaking work 
to address those concerns involves initiatives such as the one that the Improvement 
Service is engaged in, along with local government and the Convention of Scottish Local 
Authorities, to develop the Aspiren framework, which will provide a monitoring framework 
for local government. Importantly, it will be signed off by the chief executive or senior officer 
in each local government, and it will be auditable under the best-value process. 

It is worth making reference to the National Audit Office report on the Gershon savings 
down south. The NAO report says: 

"We recognise the challenge departments have faced in measuring efficiency gains for the 
first time using information systems made for other purposes." 

That is not to imply that if projects are unable to measure their contribution to the 
department's efficiency targets, they should be abandoned. In most cases, the contribution 
to the target for efficiency gains is only one of the many intended benefits of a project. 

I turn now to development costs. When I last gave evidence to the Finance Committee, I  
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answered a question on the Scottish budget, but I misunderstood the question. I have since 
written to the committee to try and clarify that. It would be useful at this point to stress our 
position. 

The Audit Scotland report validated the approach that we took to netting off appropriate 
development costs in most of the cases that it reviewed. It identified a few cases in which it 
believed that development costs should have been netted off. We are committed to 
investigating those cases and, where appropriate, we will net off those development costs. 

My final point is on better supporting information and audit trails. Most of the projects that 
were reviewed by Audit Scotland had a clear audit trail. For two projects, the report 
concludes that insufficient information was provided to the Executive, and Audit Scotland at 
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the same time conceded that the Executive undertook a reasonableness check. It is 
therefore important to be clear that we are talking about money not spent because of more 
efficient working to save either cash or time. I am not convinced that it would be a good use 
of resource to apply the same level of audit resource to money not spent as would be 
applied to the £25 billion of public sector expenditure that is subject to external audit. 

It is worth mentioning that a degree of rigour is applied centrally. If we had been prepared to 
accept all the suggested gains, the total would now be approximately £167 million higher. 
We were prepared to accept only annually recurring gains that met our stated definition of 
efficiency savings. We are working with project managers to ensure that management 
systems are set up to capture information proportionately. 

It is no secret that, during the period of the next spending review, the fiscal position will be 
positive but tighter than that experienced in recent years. That tells us that increasing 
efficiency across the public sector in Scotland is essential, rather than just highly desirable, 
if we are to meet the increasing budgetary pressures and to deliver the improved services 
that we all seek. It would be in no one's interests, least of all the Executive's, if we were to 
deliver anything less than recurring efficiencies that can be embedded in particular 
activities. We will ensure that this initiative makes a positive and long-term contribution to 
the cost, quality and sustainability of services in Scotland. 

Fostering a culture of efficiency is vital to the success of the programme and I am pleased 
to note that the Audit Scotland report states: 

"There is evidence that those responsible for delivering efficiencies across the public sector 
are responding well in embedding the initiative into their day-to-day business." 

That is exactly what we would like to see and what we will pursue in the months and years 
to come. 

Col 4325 

If the committee has any questions, I will do my best to answer them. 

The Convener: Thank you for those opening remarks. I will kick off the questioning. On 
your final point, we are obviously looking at a tightening financial environment in future, and 
the efficient government programme is very ambitious. In light of that and in light of the 
scale of the efficient government programme, is the Executive thinking about enhancing the 
resources that are available to its efficient government delivery division in the period 
ahead? 

Mr McCabe: We will keep that issue under constant review. You are right to say that the 
emphasis on the programme will increase in future because of the changing fiscal 
environment, and we might well need to consider the level of resources that we commit to 
the initiative. So far, we think that the resources that we have committed have produced 
excellent results, which indicates that we should increase those resources proportionately. 
As the committee is aware, from day 1 we have said that we do not want to create an army 
of checkers or to apply a disproportionate amount of resource to the programme. However, 
what we have applied so far has provided good value, which gives us every confidence that 
increased resource in the future will not only be necessary but will produce even better 
value. That will be at the forefront of our thoughts as we consider the future. 



AU/S2/07/3/4 

 20. 
 

Mr Frank McAveety (Glasgow Shettleston) (Lab): In a sense, your response to the 
convener's question pre-empts my question. In which areas have the resources that you 
have allocated to the task so far been more effective than others? 

Mr McCabe: Are you asking about the resources that we have applied within the Executive 
or about how people have responded to the programme? 

Mr McAveety: Both. 

Mr McCabe: I have been impressed with the relationships that the team that works within 
the Executive has developed with other portfolios. Craig Russell operates very successfully 
as a critical friend. 

Mr McAveety: Hard luck, Craig. Will you be here next year? 

Mr McCabe: Critical friends are always well accepted. 

We have started to embed a culture in the Executive and in our delivery agents that is quite 
encouraging. That is down in no small part to the way in which the staff who are tasked with 
this activity have gone about their duties. Those in the national health service have 
responded spectacularly, and those in local government have  
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responded very well. There were concerns—perhaps justifiable—that local government was 
getting the heavy end of the stick, but it has demonstrated that it was making efficiency 
savings before the programme started, that it has ample capacity to make such savings and 
that, to date, it has exceeded the targets that have been set. I am very happy with the way 
in which the programme has performed in those areas. 

Mr McAveety: In light of that experience, will you put in additional resources to lever in 
more value for money or more efficiency? What is the timescale for when you would want to 
do that? 

Mr McCabe: It is clear that we must think about our approach to efficient government in 
light of the next spending review. The programme that we promote will be critical to the 
other decisions that we take during the spending review. That is all wrapped up in some of 
the big decisions that have to be taken as we move our way through this year. 

Mr Arbuckle: I turn to an area where it is difficult to measure the savings. It is one thing 
when you are saving pound notes, but how do you measure, for example, the outturns from 
the consultants in the NHS? The report says that there has been quite a significant saving, 
but there is no baseline, so how are efficiency savings measured in such areas? 

Mr McCabe: Can you clarify what you said about consultants in the NHS? 

Mr Arbuckle: The use of NHS consultants is down in the report as saving £45 million in the 
current year, but there is no baseline. Where has that figure of £45 million come from? 

Mr McCabe: I am sorry; I misunderstood your use of the word "consultant". I did not realise 
you were talking about medical consultants as opposed to people brought in from outside. 
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We are looking at a number of measures. This is clearly a developing area. For instance, 
we are looking at the number of bed days that are required as a result of procedures, the 
number of repeat visits and the number of repeat outpatient visits that are required as a 
result of consultations. We have put in place a number of measures to assess the 
consultant contract's effectiveness. I fully accept that that work is in its early days, but I 
think that it will produce some fruit. 

Mr Arbuckle: I will return to the health service later. 

Mr Swinney: Different initiatives will be taken within different health boards to try to 
improve efficiency and deliver higher levels of productivity. If a board is able to increase 
consultant productivity, is there a mechanism for sharing that example across the health 
boards? Is there a standard way of driving good productivity  
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improvements across all health boards rather than leaving them to be pursued in one board 
but not applied in others? 

Mr McCabe: In Scotland, we are not so good at sharing information. In many aspects of our 
work—the health service and other activities—there is sometimes a tendency to reinvent 
the wheel. The more that we can create a learning environment, perhaps through the 
worldwide web or other electronic means, the more we will benefit. There are examples of 
that happening. Perhaps Craig Russell could expand on that. 

Craig Russell (Scottish Executive Finance and Central Services Department): We 
have a portfolio manager who is responsible for health in its entirety and for doing exactly 
what John Swinney asks about—transferring the message from one area to another. 
Notwithstanding the efficiency programme's results, getting people to think about efficiency, 
to recognise if someone else is doing something better than they are and to adopt that 
practice has been one of the successes. 

That relates to the convener's question about resources. We need to concentrate on 
resources to improve the management information base and ensure that people work to 
best practice in improving efficiency. 

Mr Swinney: Do you have any tangible examples of a good project from health board A 
being rolled out across the remaining health boards to deliver a productivity gain? 

Craig Russell: Not at this point. We reported nil returns for one or two projects because we 
assessed them as lacking robust evidence. As a consequence, a number of health boards 
have come together and worked out a system for measuring efficiency savings, so I expect 
that, at some point in the future, I will be able to add to the total in the outturn report by 
virtue of the work that a number of boards have done in concert. 

That takes us back to the critical-friend role. It is not in my interest to come to the committee 
meeting without having done the background work on what the committee may find is not 
as robust as it should be. I do not know whether the Auditor General mentioned this, but we 
gave his team free and absolute access to everything that we had—not only published 
information—to demonstrate that the minister's programme is robust and as open and 
transparent as we can make it. 
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Mr Swinney: I will tackle the same issue from another perspective: if you identify a good 
example of productivity improvements and efficiency gains and try to roll it out, do you 
encounter resistance from other organisations? I take the point in the Audit Scotland report 
that  
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there is a buy-in to the culture of improving efficiency, but do you still encounter resistance? 

Craig Russell: I will start with an historical point: initially, we did encounter resistance. To 
begin with, there was a sense that the efficiency programme was a fad that would go away, 
so there was a certain amount of hiding under the bushes and hoping that it would roll past. 
By midway into the first year, there was clear evidence that it was not a one-off but would 
continue beyond the current spending round and into the next, so people's minds started to 
turn directly to what they would have to do about it. My team pressed them fairly hard on 
that and said, "Times is tough. You need to think about it." 

The important point is that the programme is about public sector reform, which is why we 
have joined the public service reform group and the efficient government group together. If 
we do not deliver efficiency savings, we will not deliver the headroom to improve public 
service delivery, which is the vital element. It is also partly about commitment. My team and 
I are absolutely committed to the view that we can run good-quality, efficient public 
services. We have to project that image, and we do so with vigour. 

11:15 

Mr McCabe: In my capacity as a minister, I receive invitations to speak to a range of 
professional bodies, and we never miss the opportunity to stress the fact that efficient 
government is here to stay. During our public service reform dialogue, which has been 
going on for a considerable time, I have always made it my business to stress that efficient 
government, embedding efficiencies and creating a culture of efficiency to produce better 
services for the future are important parts of public service reform. We never miss an 
opportunity to stress our determination to carry through the programme. 

Mr Swinney: The Audit Scotland report makes the point that people are buying into the 
process, but does your assessment of the range of public authorities and public bodies 
show that some are not responding or could respond more vigorously to the direction of 
travel that you are setting out? 

Mr McCabe: We do not have evidence of bodies simply recoiling from the direction of 
travel. If you are asking whether there are areas in which there is capacity for people to 
improve their activity, the answer is yes—there have to be, because the programme will 
step up a gear in the not-too-distant future. The lessons that have been learned and the 
approaches that have been taken so far will stand people in good stead as that occurs. 
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Derek Brownlee (South of Scotland) (Con): You mentioned baselines in your opening 
statement, minister. Audit Scotland acknowledges that the majority of the projects that it 
considered had a robust baseline, but some did not. I paraphrase, but you also said in your 
opening statement that you would work with the project teams to improve the data. Is that 
the same as saying that there will be a robust baseline for every project in the next set of 
efficiency technical notes that is published? 
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Mr McCabe: It is the same as saying that that is our intention. I think that there is at least 
one example in the report for which we have considered the situation and concluded that 
development costs would be negligible, to say the least. When we feel that that is the case, 
we will express that view, but I am pleased that the report acknowledges that we have 
made considerable progress on baselines. There is nothing in the way in which we are 
approaching the work to indicate that we want to stop there; we will continue to pursue 
baselines. 

Derek Brownlee: If it is difficult to determine a baseline, but there is an opportunity to 
develop efficiencies, might you go ahead with the efficiency project rather than wait until 
you have an auditable, robust baseline? 

Mr McCabe: Yes, we will undoubtedly take that approach. We will do our best to pursue 
baselines, but I will not put a potential efficiency gain on hold simply because we are not 
able to demonstrate it. Part of my job will be to defend the position and explain why we are 
in it. 

Derek Brownlee: When will the next set of efficiency technical notes come out? 

Mr McCabe: We do not have a set date at the moment. It is partly my decision, but the 
officials who work on efficiency are concerned that, because the efficiency technical notes 
are under constant revision, we want them to show signs of continuous improvement. We 
will publish them when we are satisfied that they show that, when we are satisfied with the 
additional gains that we have secured and when we are satisfied that we are making good 
progress in securing gains over and above the figure that is already in the public domain. 
We want to do our best to ensure that the notes are clear and fulfil as many of the criteria 
that have been flagged up in the Audit Scotland report as possible. 

Derek Brownlee: Is it possible to say at this stage whether that will happen before the 
election? 

Mr McCabe: The chances are that it will be before the election but, to be frank, we are 
entering into a sensitive time. I could publish the efficiency technical notes tomorrow and it 
would  

Col 4330 

be a good news story, but we need to be careful about how we use the information. 
However, the intention is to publish the notes prior to the election. That may encourage 
those who are genuinely interested in achieving the targets and aspirations that we have 
set ourselves and in embedding the culture of efficiency throughout the public sector. 

Derek Brownlee: You gave a positive hint about the scale of efficiencies that will be made 
public when the notes are published. Will that represent the limit of the efficiencies that you 
think can be delivered at the moment or will it simply be a down payment? 

Mr McCabe: You will remember that, in the original document, we set targets and 
aspirations. We began with the aspiration of achieving a saving of at least £745 million a 
year in cash, which we believed could be as much as £900 million. We have now exceeded 
that figure. The same is true of the top-line aspiration, which is now £1.5 billion. I am happy 
with the direction of travel. 
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Mark Ballard: As you said in your opening remarks, the report highlights five broad areas 
of risk within the programme. In particular, I want to discuss the quality issues that are 
mentioned. You said that some measures are now in place to assess quality of service and 
that the Executive will do more to improve that area in the future. What will that amount to in 
practice? What can you do without, as you say, making every school teacher carry a little 
diary with them all day long? 

Mr McCabe: That requires an assessment of individual projects. I am pleased that, in some 
areas, we have those indicators. As I mentioned in my opening remarks, the Audit Scotland 
report flags up the example of legal aid and demonstrates that we have built in some of the 
indicators that people would look for. We will try to do the same wherever we can in other 
areas. We recognise the value of that, and we will pursue that whenever we can. 

Craig Russell: As it stands, efficiency technical note 10.1 asks: 

"What quality indicators are being used to ensure that quality of service is maintained or 
improved?" 

The Auditor General says that some of those indicators could be improved, which we 
acknowledge. In each case, the portfolio managers are working with the project managers 
to try to improve the indicators. 

The previous question was about the extent to which we can improve. Given my 
background in efficiency, my view is that continuous improvement is the natural order of 
things—we will never reach a point at which it is absolute. I think that the  
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Auditor General would agree that it would be strange if he and I ever reached a point at 
which we agreed there was nothing left to be done. 

Mark Ballard: I asked the Auditor General whether there was any evidence of an 
inadvertent reduction in service quality due to efficiency gains. Have you seen any evidence 
of that? 

Mr McCabe: No, we have not. As I said earlier, we rejected projects totalling a not 
inconsiderable value—something in the region of £167 million—for a variety of reasons, 
predominantly because we did not feel that the savings would recur annually, which meant 
that the projects did not meet the efficiency criteria that we set. On occasions, initiatives 
would have resulted in a lower quality of service or a cut in service, which is not an 
objective of the programme, therefore we rejected them. I hope that that indicates to the 
committee that we are serious about the programme. It would have been quite easy to take 
the £167 million that was offered from a variety of portfolios and simply add it to the overall 
total, but that would not have met our objectives and it would have been counterproductive. 
I hope that that indicates that we are not making savings simply for the sake of adding them 
to the total. We assess the impacts of savings and whether they meet the criteria that we 
have set. 

Jim Mather: Focusing on efficiency savings and the quality of public service, my question 
is about whether we have got the polarity right. We know that the prime objective of 
businesses that are trying to achieve profitability is not profit; it is satisfying or exceeding 
customer requirements in order to generate profit. People want to be happy, and it is 
probably better to try to find happiness through absorbing, compelling and rewarding work. 
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Why have you focused on making cash-releasing and time-releasing savings the priority? 
Should we not take a counterintuitive approach and focus primarily on the quality and 
availability of public services in order to achieve the end? 

Mr McCabe: That is pretty deep, Mr Mather. 

Jim Mather: I can be deep on a Tuesday morning. 

Mr McCabe: We all entered politics, in one way or another, although without expressing it 
explicitly, to pursue happiness for the populace in general. That is what we are about, and I 
hope that the programme contributes to that. However, the world being as it is, people 
sometimes express happiness in pound notes and are happier if we indicate that they will 
receive the totality of public services that are on offer in Scotland for fewer pound notes 
than before. 

Jim Mather: We started this morning with the Auditor General giving a qualified statement 
on the report and the nature of the savings and saying  
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that it was not possible to confirm the accuracy of the efficiency gains. When we asked him 
about exhibit 3, which refers to the measurement, methodology and eligibility risks that he 
recognised, he told us that not one of the 12 major projects that he examined had got 
through the process unscathed. What are you doing to address that to ensure that, in the 
future, projects avoid those risks and come through in better shape? 

Mr McCabe: I would have been surprised if the projects had come through unscathed. 
Audit Scotland's job is to examine the projects critically, and I expect it to do that. We are 
one year into a programme that is teaching us all lessons and is trying to change the culture 
within public services, so I would be surprised if there were not lessons to be learned from 
all the projects. 

I sincerely believe that we have a useful and productive relationship with Audit Scotland. If it 
can reveal such instances, that is all to the good, as it allows us to identify the lessons that 
we need to learn and the things that we need to do in the future. I am confident that, further 
into the programme—perhaps after the second year or near the end of the third year—an 
awful lot more of the projects will satisfy the tests to which Audit Scotland subjects them. 

Jim Mather: What will you be seeking to achieve when you publish the next version of the 
efficiency technical notes? 

Mr McCabe: We want to publish efficiency technical notes that demonstrate that we are 
genuinely pursuing continuous improvement, that are more exact, and that tell us more 
about the programme and the achievability of the targets that we have set. 

Jim Mather: How will the non-publication of the Howat report aid that process? 

Mr McCabe: The Howat report is not the subject that we are here to give evidence on, but I 
will say what I have said on many occasions. The Executive took a courageous decision in 
inviting individuals from outside the organisation to examine our spending profile and to 
consider whether programmes that have been in place for perhaps a considerable time are 
still relevant to the challenges that we face today. The Executive—no one else—decided to 
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do that as part of a platform that we are building to inform the important decisions that we 
will make in relation to the 2007 spending review. We will put into the public domain not 
only the conclusions of the Howat report but the other information that influences the 
decisions that we make in the spending review. 

Our approach to the Howat report will positively contribute to the final outcome of the 2007  
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spending review. Over time, people will see that. Increasingly, the general public will realise 
that the report was not foisted on the Executive but was an initiative that was taken at the 
Executive's own hand, and it will play a useful part in the decisions that we will make in 
spending review 2007. 

Jim Mather: The key question is whether that procrastination is compatible with a genuine 
commitment to continuous improvement. 

Mr McCabe: I think that it is. You may call it procrastination but, with respect, you do not 
have any experience of Government. A range of difficult decisions needs to be made, and 
that will be no less the case as we approach the 2007 spending review. The report that the 
Executive commissioned will contribute to more effective decision making, and it will be put 
in the public domain at the same time as those decisions are put in the public domain. 

11:30 

Mr Arbuckle: Procurement is another aspect of the efficiency programme. It has been 
estimated that £150 million of savings will be made in national health service procurement 
as a result of collaborative buying. Audit Scotland's report mentions 

"extending the use of national contracts". 

How are small local suppliers being affected by that process? 

Mr McCabe: I invite Craig Russell to answer that question. 

Craig Russell: That matter has been considered; indeed, your question mirrors a question 
that I asked, funnily enough. A quality issue is involved. We are clearly talking about 
undesirable impacts on local economies. 

The e-procurement Scotland system is set up in such a way that small suppliers can add 
themselves to the list of preferred suppliers. It is then up to those who commit themselves 
to contracts to determine which suppliers they want to use. A massive conglomerate will not 
necessarily always get the contract. We are sensitive to the impact that you mentioned. 

Mr McCabe: If the efficient government programme excluded small businesses from 
market opportunities in Scotland, we would view it as counterproductive. We must see the 
matter in the context of other initiatives that we have taken to reveal to the market a far 
greater share of the opportunities and to lower the threshold below which local government 
and the public sector must reveal contract opportunities. Opportunities for maximum 
publicity exist that reflect recent court judgments. Smaller companies can now see and  

Col 4334 



AU/S2/07/3/4 

 27. 
 

compete for contracts below Official Journal of the European Union values, which now 
appear on websites and are in the public domain. Such opportunities were not available to 
those companies in the past. We are pursuing a direction of travel to ensure that 
opportunities are exposed to all sections of the economy and not only to major companies. 

Mr Arbuckle: I welcome what you say. However, if contracts are aggregated, they can be 
pushed up to a level at which they must be submitted to the European Union. Is there a 
danger not only of losing local suppliers but of contracts going outwith Scotland? 

Mr McCabe: I take your point about what might happen if the number of large contracts is 
increased, but we have European Union obligations that we must meet. However, some of 
the framework contracts allow us to protect smaller companies as much as possible. 
Furthermore, if a contract for a service is awarded to a company that is based outwith our 
shores—which does not happen every day—it will often be in that company's interests to 
utilise local sub-contractors. 

The Convener: Andrew Arbuckle has another question on health. 

Mr Arbuckle: I am interested in service quality and in how the service that is provided by 
the health service, for example, is measured. Mark Ballard asked about one example. Will 
you say something about measuring outturns in the health service in particular? 

Mr McCabe: Several significant indicators show that our health service is improving. We 
should consider the waiting time targets that have been met, the increase in the number of 
orthopaedic and ophthalmic procedures that have taken place and the reducing average 
time that people spend as in-patients. There are positive indicators that the health service is 
making real progress. I accept that there is not a direct relationship between those 
indicators and the efficient government initiative, but let us consider the Executive's internal 
approach. We would reject a project that the health service suggested that did not meet the 
efficiency criteria that we have set and would not result in annually recurring savings—
indeed, we have already done so. I hope that that reassures members that we would not 
accept a project simply on the basis of its value—it must meet the criteria that have been 
set. 

Mark Ballard: I discussed the NHS with the Auditor General. Consultant productivity 
efficiencies may result from centralising services, particularly expensive, high-tech services. 
Such centralisation may lead to measurable impacts on consultant productivity, which may 
significantly  
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improve, but costs may be passed on to service users and to people who visit those service 
users when they are in hospital. Those people might have to spend much more time 
travelling much greater distances. When the Executive measures improvements in 
consultant productivity as a result of centralising services, how far does it take into account 
the disbenefits to service users of not using services that were previously much closer to 
home? 

Mr McCabe: That question does not relate directly to the efficient government initiative; it is 
more about the general direction of travel in delivering health services. Critical services are 
reconfigured as a result of professional recommendations by medical experts. Perhaps 
society must accept that there will be a trade-off, although we should always try to mitigate 
any undesirable effects. If, for example, the centralisation in Glasgow of coronary heart care 
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resulted in far better outcomes for patients, far better survival rates, far less intrusive 
procedures and much greater patient satisfaction, those results would have to be traded off 
against the possibility that it might be marginally more difficult for people to visit patients. 
We must ask ourselves what the initial aim is and how we can minimise the less desirable 
things that may happen as a result of achieving that aim. A heart consultant would say that 
the initial aim should be to improve survival rates and to encourage lifestyle choices to be 
taken in our community that will reduce the incidence of heart disease. Indeed, coronary 
heart disease is a good example to consider. A trade-off may be involved if we create a 
centre of excellence that will allow procedures to be improved and a move towards better 
outcomes. However, what we are discussing is not directly related to the efficient 
government initiative—it is related more to the wider public policy direction in the health 
service. 

Mark Ballard: Savings of £45.6 million, rising to £73 million, are expected to be made as a 
result of increasing NHS consultant productivity. Those targets are efficiency targets. The 
key to improving consultant productivity is service redesign. It seems to me to be 
appropriate to discuss service redesign that is claimed as a saving and to ask about the 
extent to which wider factors that you and I have mentioned are included in the efficient 
government programme saving of £45.6 million, which is to rise to £73 million. When the 
Executive calculates positive figures to do with the use of less interventionary medicines, 
does it also calculate disbenefits that may arise, such as longer journey times? 

Mr McCabe: I said that a number of criteria are attached to the consultant contract, one of 
which is the shift from in-patient to day care. The more we achieve such a shift, the more 
savings will be  
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made. It may be possible to put a value on someone having to spend 10 or 30 minutes 
more on a bus, but I do not know how that can be done; indeed, trying to put values on 
such things would not be the best use of our time. 

I will stick to what I said earlier, which is that it may be that there has to be a societal trade-
off. It depends on what our initial aims are and how strong our desire is to see 
improvements in the service. The strong professional advice that we have been given is 
that certain initiatives will improve outcomes and the patient experience. As I also said 
earlier, we should do our best to minimise any of the less desirable aspects of those 
decisions. For example, it emerged from the consultations on service redesign that the 
general public place an emphasis on having public transport links to the facilities that they 
need to access. Undoubtedly, that response featured quite strongly on a great number of 
occasions. 

Mr Swinney: Over the course of the efficient government programme, the Executive plans 
to make savings of 4.7 per cent. Roughly computed, that corresponds to 1.5 per cent per 
annum. In the UK Government programme, the plan is to reach savings of 7.1 per cent 
which, by comparison, is about 2.4 per cent per annum. 

Earlier, you said that the programme 

"will step up a gear in the not too distant future". 

Can we take it from that that you are looking to take the Executive programme closer to the 
level of the UK programme, which will try to achieve savings of 7.1 per cent to 7.5 per cent 
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over a three-year period? Is that what you meant when you said that the programme would 
"step up a gear"? 

Mr McCabe: As I indicated, not only is the Government learning from the experience of 
embedding efficiency gains into the culture of our public services, but it knows the 
importance of paying attention to the experience of others—we try our best to gain from the 
lessons that others have learned. Other people are looking at the way in which we are 
approaching this task and are willing to learn from our experience. 

When I took over the portfolio, I said that we would take decisions that best reflect the 
circumstances in which we find ourselves. That approach has underlined our efficient 
government programme and will continue to do so. 

Mr Swinney: Yes, but I am trying to get at the scale of the increase in savings that you 
envisage. Obviously, the savings will be more than 1.5 per cent per annum. 

Mr McCabe: As I said earlier, it is clear that these things will have an impact on our overall 
financial position relative to the comprehensive  

Col 4337 

spending review 2007. We have still to take those decisions. I do not want to be more 
specific than to say that we have very strong ambitions to embed this culture more deeply 
and to pursue greater efficiencies. That is what we intend to do, but it is too soon to be 
specific. 

It would be wrong to use the targets that other people have set as an indicator for the 
targets that the Executive may set in Scotland. The approach that is taken in other places is 
entirely different from ours. For example, we have not identified a specific number of job 
cuts. We have a very good relationship with the trade unions in Scotland, which now have 
an increasingly good understanding of what the programme is about, the ways in which it 
can make a positive contribution to the sustainable delivery of public services in future, and 
how it relates to the general economic circumstances in which we find ourselves. The 
approach that we have taken has had a not inconsiderable role in fostering that 
understanding among key players. I want to ensure that we continue to foster that good 
relationship in our future decision making. 

Mr Swinney: I hear what you are saying about not wanting to be more specific. Obviously, 
the issues under debate today are central to the comprehensive spending review 2007. 
However, I was struck by comments that were made in the minutes of the meeting of the 
Scottish Executive management group of 31 August 2006. The group received a 
presentation on the comprehensive spending review 2007 and its likely impact on the 
efficient government programme. The minutes say: 

"For its CSR 07, the UK Government was proposing that efficiency gains of at least 2.5% 
per year should be made. If the Scottish Executive chose to adopt such a target, it would 
mean achieving recurring annual efficiency gains of around £2 billion by 2011." 

Although I acknowledge that you do not want to be too specific, it seems that discussion is 
taking place within the Executive on some of the issues that the Treasury has raised in 
discussions on the CSR. I am trying to get a feel for whether you think that 2.5 per cent per 
annum is a realistic figure. Clearly, senior members of Executive staff have chewed over 
that number. 
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11:45 

Mr McCabe: Their job is to horizon scan and look at the experience of other places, 
whereas the job of politicians is to take the decisions. It is worth while making that important 
distinction. It would be wrong for me to prejudge the outcome of the CSR 2007—that is a 
very important part of the overall fiscal envelope and we simply do not know what it will be. 
It is perhaps also wrong for me to prejudge what a future Administration will do.  

Col 4338 

Different people have the ambition to form the next Administration— 

Mr Swinney: They certainly do, Mr McCabe. 

Mr McCabe: If you see good cause in replicating what is happening down south, you are 
entitled to that view. My view is that it is too soon to say. 

Mr Swinney: On the wider efficient government programme, the Audit Scotland report 
makes the point that 

"Around 85 per cent (by value) of the current projects rely on delivery by local bodies". 

Can the Executive do more to increase its contribution to the efficiency improvements? 

Mr McCabe: First, we need to put the matter in context. A reading of the efficiency 
technical notes for health tells us that 22 separate initiatives are involved. In other words, 
22 different parts of the health service contributed to the efficiency notes. When the Audit 
Scotland report talks about "local bodies", we need to remember the wide-ranging nature of 
the programme. 

Secondly, the Executive is making no less a contribution than others are in both the efficient 
government programme and public service reform. Given that we are pursuing a culture 
change in public services in Scotland, it would be entirely wrong for the Executive to preach 
to others while adopting the status quo. The Executive has made a pretty significant 
contribution. One example is the current flat budget line for administration. The Executive is 
demonstrating—although it could demonstrate yet further—that it is prepared to change its 
practices and the way in which it relates to its delivery agents. 

Mr Swinney: When we look at the efficiency savings that have been made, area by area, 
we see the wide range of contributions that have been made. Over the period to 2007-08, 
we see that savings range from 0.6 per cent in the tourism, culture and sport portfolio to 7.4 
per cent in the Justice Department. I appreciate that there are horses for courses in all of 
this. However, the range of savings that the Executive is contemplating is pretty wide. Can I 
take it from what you have just said that the Executive accepts that the balance will change 
in future, given the greater opportunities to secure further efficiency savings in areas that 
the programme may not have affected thus far? 

Mr McCabe: A number of issues are involved. First, the balance has changed. I will return 
to that point in a minute. The general proposition reflects our acknowledgement that not 
everyone started from the same baseline. Different levels of contribution were therefore set 
at the beginning of the initiative. 
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On a number of occasions, I have spoken about pursuing continuous improvement and the 
engagement that officials across Executive portfolios have with each other. Part of that 
engagement has involved counselling people towards a different understanding of what 
they can contribute to the programme. People may have started off at a particular level, but 
committee members can see today that, as the programme has matured, we have moved 
towards a much more uniform contribution across portfolios. Each portfolio is now making a 
contribution of about 6.6 per cent towards the overall target. I am not saying that that 
approach is set in stone. Depending on future programmes, it may well be justifiable for 
different portfolios to sign in at different rates. However, over the course of any programme, 
it will be appropriate to review the contributions and, if possible, aim for more equal 
contributions across portfolios. 

Craig Russell: This is part of the challenge process. I hate to keep referring to the critical 
friends but, if someone says to me—and this was in the committee's 2005 report—that a 
department is delivering 0.9 per cent, I will expect that department to come to me and 
explain why it cannot increase its contribution. As the minister says, we have to do that in a 
way that does not undermine the quality of the service; it is part of the official arm wrestling. 

Mr McCabe: I am happy to report that, even though different portfolios have substantially 
increased their contributions, I do not feel particularly alienated. 

Mr Swinney: So it is a combination of arm wrestling, counselling and a conversation with a 
critical friend. 

Craig Russell: Absolutely. 

The Convener: It used to be called sticks and carrots. 

Mr McCabe: I do the counselling. 

Mr Swinney: I cannot imagine what the minister's counselling is like. 

The Convener: I will bring in Jim Mather for the final question of the morning. 

Jim Mather: I wanted to pick up on points made by Mr Russell a moment ago. Practitioners 
looking to improve quality debate whether the focus should be on what many of them call 
arbitrary numeric targets or on consistent worthy objectives that cascade down through an 
organisation so that everyone is working towards the same objective. How comfortable are 
you with the fact that the focus is, it seems to me, very much on arbitrary numeric targets? 

Col 4340 

Mr McCabe: We should not consider the targets in isolation. A lot of work goes on 
alongside these initiatives to try to achieve a culture change rather than simply a saving of 
pound notes. We spoke earlier about the learning and sharing culture that has been 
encouraged throughout the public sector; that is making a strong contribution towards an 
overall culture change. 

At the same time, we do indeed have to cascade learning throughout the public sector. We 
are trying to do that in a number of ways and through a number of initiatives. However, we 
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have to consider the world as it is. The public may not understand, and should not 
necessarily be involved in, the minutiae of different activities in the public sector. The 
indicator that people see first is the financial indicator. Of course, they also have a strong 
interest in service quality and in customer care—the way in which they are received and 
responded to. However, money matters, and the financial indicator gives people a strong 
signal. That said, we fully acknowledge that other signals are important too. 

Jim Mather: I accept some of those points. 

A culture change is under way and some of the vocabulary is in play. Given the skill, 
commitment and motivation of people in the public sector, what steps do you plan to take to 
allow public sector productivity in Scotland to converge with that being achieved across the 
UK economy? 

Mr McCabe: I have said this before, but I do not think that our ambitions for the productivity 
of the public sector know any limits. I have said on many occasions that public sector 
productivity is one of the important keys that will allow us to sustain services in the longer 
term and meet the public's aspirations. 

The present climate of macroeconomic stability—our employment rate is good and above 
the UK average and a high percentage of our people are economically active—is conducive 
to the pursuit of increased public sector productivity. Whatever the outcomes, we will be 
better able to absorb any individuals in other aspects of the economy. 

Jim Mather: The key word there was "outcomes". It would be wonderfully illuminating if 
outcome criteria were managed regularly as a by-product or final endgame of the efficiency 
technical notes—so that we could see how outcomes were changing, and so that people 
could get a real feel for what they were getting for their money. 

Mr McCabe: I would go further than that. We spend a breathtaking amount of money on 
local government and health. The direction of travel in Scotland should be towards referring 
not simply to the outputs of investment but to the outcomes in  

Col 4341 

terms of what people see and feel. I have said many times that the direction of travel in 
local government is towards a different relationship—one that focuses more on outcomes. 
That would be appreciated by people in local government, and I am convinced from my 
experience as a council leader on two occasions that, over time, it would produce a far 
greater degree of satisfaction among the public. It would also give us a far greater chance 
of sustaining services. 

Jim Mather: Do you have in mind a single unifying outcome—one that could link local 
government, national Government, quangos and so on, and one that could give a more 
meaningful efficient government focus? 

Col 4342 

Mr McCabe: If I had that in my mind, I would probably become the type of consultant that I 
think Mr Arbuckle was referring to and make myself a whole load of money quite quickly. 
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The Convener: That is a happy note on which to finish. I thank committee members for 
their questions, and I thank the minister and his officials for joining us today. 

11:57 

Meeting continued in private until 12:26.
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_____ _____

Dear Mr Monteith, 
 
Thank you for your letter of 19 January which sought some clarification regarding EU procurement 
rules and the consideration of health and safety policy or experience following discussion in the 
Committee on 19 December. 
 
The Committee had been discussing the Auditor General for Scotland’s report of 28 November 2006, 
“The 2005/2006 Audit of the Scottish Fisheries Protection Agency” (“SFPA”) which had examined 
issues around the termination of a procurement procedure by the Scottish Fisheries Protection 
Agency.  The Committee had expressed some concern at the suggestion that EU public procurement 
rules might prohibit the consideration of a company’s health and safety policy and experience during 
tendering procedures.   
 
The EU rules in question are set out in Directive 2004/18/EC (given effect in Scots law by “The 
Public Contracts (Scotland) Regulations 2006”, SSI 2006 No. 1).  They are intended to promote fair 
and open competition and to ensure a degree of standardisation in procurement procedures across the 
EU. 
 
The background to Audit Scotland’s Report was a report prepared for SFPA by the law firm Pinsent 
Masons.  Amongst the various issues raised in Pinsent Masons Report, concerns had been raised 
about SFPA having asked for company health and safety policies at the selection (pre-qualification 
stage) of the procurement process and about its proposal to consider previous experience at the 
award stage.     
 
Pinsent Masons’ view was that company health and safety policies could be asked for, but should not 
be scored as part of the pre-qualification process.  There are differing interpretations on this issue.  
The Executive’s Procurement Directorate (“SPD”) is of the view is that company health and safety 
policies can indeed be sought and aspects of these assessed where they are relevant to the company’s 
ability to perform the contract. In light of the many other issues identified in relation to the SFPA 
procurement exercise, the difference of opinion on this point was not regarded as having  any bearing 
on the validity of the overall conclusions that SFPA and Pinsent Masons reached.  It should also be 
emphasised that there is no doubt regarding the ability of public bodies to take account of a 
company’s track record (including any convictions) in respect of health and safety at the selection 
stage of a procurement process.  In other words, if a company has a poor (or good) track record in 
health and safety matters then this may be taken into account when assessing suitability. 
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Furthermore, there is no doubt regarding the ability to impose requirements on tenderers in relation 
to health and safety matters in relation to performance of a contract.  So even if Pinsent Masons’ 
view was accepted as correct, health and safety matters can be taken into account in procurement 
procedures. 
 
It might help if I explain what was meant by “health and safety policy” in the context of  Pinsent 
Masons’ report.  In this context “health and safety  policy” refers to whether or not the company has 
a general policy on its approach to health and safety matters.  It does not refer to the company’s 
specific proposals on addressing health and safety in relation to performance of the contract, which is 
a matter that would usually be addressed in the company’s tender.    
 
The reason for differences of interpretation on the question of whether or not general health and 
safety policies may be assessed at the selection stage is that the EU procurement rules set out a list of 
information which may be considered at that stage of a procurement process.  Health and safety 
policies are not explicitly mentioned in this list.   However, the list does allow a degree of flexibility 
in relation to the assessment of a company’s technical capability at the selection stage.  Whether or 
not this flexibility extends sufficiently to include a company’s health and safety policy is open to 
interpretation.  SPD takes the view that it does, providing that the assessment focuses on aspects of 
the health and safety policy which are directly relevant to the company’s ability to perform the 
particular contract in question.   
 
The second issue was in relation to evaluation of a company’s experience at the award stage.  The 
point which Pinsent Masons raised was that experience was not a legitimate consideration at the 
award stage of a procurement procedure. This is because a company’s experience is required to be 
assessed at the selection (pre-qualification stage).  At the (later) award stage of a restricted procedure 
(the procedure followed by SFPA) the evaluation moves to assessment of the relative merits of 
tenders (as opposed to the capability and standing of the company which has submitted the tender).  
The issue is really, therefore, about the point at which experience should be assessed rather then 
whether it can be assessed at all.  As explained above, tender documents (including contract 
conditions) may impose requirements on tenderers in relation to health and safety and these would 
usually form part of the assessment of tenders.   
 
In summary, the EU procurement rules do not prohibit the imposition of strict health and safety 
requirements and consideration of previous experience.  They do, however, require that they are 
relevant to the particular contract and are addressed at the appropriate stage of a procurement 
process. 
 
I hope that this helps address the Committee’s concerns. 
 
 
 
 
Andrew Goudie 
 
 



Paul Du Vivier, Chief Executive
John Roddin, Director, Corporate Strategy

and Resources
Captain Scott Horsburgb, Marine Superintendent
Cephas Ralph, Director of Operations,

Head of Enforcement
Alistair Stewart, Director, Coastal Sea

Fisheries Inspectorate
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Brian Monteith MSP
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Telephone 0131 244

Fox 0131 244 6086
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2.3 January 2.007

Your letter of 19 January 2.007 sought some information from the Scottish Fisheries Protection
Agency:

- What is the latest timetable for conducting a new procurement exercise?

Response: The intention is to go out to tender for a patrol vessel in April.

- What needs to be done in the interim?

Response: The requisite procurement strategy remains to be finalised before Ministerial
approval to proceed may be sought.

What additional costs does the SFPA anticipate will arise as a result of the delay in the
procurement of the new vessel?

Response: In terms of procurement costs these are difficult to quantify as much would depend
on market conditions at the time when prospective tenderers put in their bids. The
increase in costs of running on older vessels in the meantime are of the order of
£11Ok per annum, based on the extra fuel consumption of about 430 tonnes at
£2.55 per tonne.

"Protecting Fish Stocks for a Sustainable and Profitable Industry"

http://www.sfpa.gov.uk


- Have any daims been submitted by unsuccessful tenderers?

Response: No.

I hope this information is helpful.

P E DU VIVIER
Chief Executive

Copy: Richard Wakeford
Dr Andrew Goudie
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_____ _____

 
Dear Shelagh 
 
INQUIRY INTO COMMUNITY PLANNING PARTNERSHIPS 
 
Thank you for your letter of 11 January on behalf of the Committee seeking further written evidence 
following my evidence session on the above inquiry held on 5 December.   I am pleased to provide 
the following. 
 
JOINT FUTURE WORK 
 
1. You requested further information on recent work to bring together people involved in joint 
future work with the aim of involving them in setting outcomes this work, including information on 
how it is to be taken forward eg what areas were considered, whether any outcomes are being 
developed as a result and plans to continue this process. 
 
Response 
 
1.1 The national Joint Future partnership of COSLA, NHS Scotland and the Scottish Executive 
aims to secure further improvements both in the delivery and consistency of community care 
outcomes across Scotland.   They have therefore agreed to develop a number of national outcome 
measures, to build on the delivery of health and social partnerships so far. 
 
1.2 A National Outcomes Project Board is taking forward the development of these national 
outcome measures.   The basis of this development was a 2 day event held in November 2006 
(referred to by Paul Gray at the evidence session) and attended by 60 senior managers from health, 
housing, social work, the Scottish Executive and representatives of service users and carers, and the 
voluntary sector.  That identified four national outcomes:  improved health; improved wellbeing;  
improved social inclusion; and improved independence and responsibility.   The outcomes and 
measures are currently the subject of consultation, and it is not therefore possible to say precisely 
what they will be. 
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The outcomes and measures will be discussed at the Health and Community Care Ministerial 
Steering Group in March, following which an announcement will be made about the approach to be 
adopted for 2007-08. 

 
STREAMLINING RELATIONSHIPS WITH LOCAL GOVERNMENT 
 
2. You requested the following further information: 
 
• Where funding streams have been reduced ie which have now been removed or consolidated with 

other funding streams; 
• How monitoring and statistical and performance reporting arrangements have been streamlined, 

referring where possible to particular reporting requirements which have been stopped;  and  
• Which smaller funding streams have been consolidated or integrated with other programmes, and 

the timescale for completion of the work on the review of funding streams to local authorities. 
 
Response 
 
2.1 All Scottish Executive Departments are working with stakeholders to reduce unnecessary 
bureaucracy.   The following are examples of results of these activities to date in relation to local 
authorities and other partners. 
 
2.2 Funding Streams 
 
• Regeneration 

Regeneration Outcome Agreements (ROAs) bring together the Community Regeneration Fund 
(CRF) and the resources of local partners to bring about improvements in outcomes for the most 
deprived communities.   The CRF goes to Community Planning Partnerships (CPPs) via local 
authorities and itself brings together five previously separate funding streams (Social Inclusion 
Partnerships, Better Neighbourhood Services Fund, Tackling Drugs Misuse funds, Community 
Voices Programme and Asylum Integration funding).   The CRF totals more than £300 million 
over three years. 
 

• Efficiency and Reform Fund 
The Modernising Government Fund and the Efficient Government Fund have been merged to 
become the Efficiency & Reform Fund.   The total amount involved is around £25 million per 
annum. 
 

• Children’s Services 
Several of the main funding streams which support children’s services are already included in the 
core local government settlement and local authorities have considerable flexibility to allocate 
these resources across budgets to meet local priorities.   £15 million has already been moved from 
the Changing Children’s Services Fund into Grant Aided Expenditure.   

 
2.3 Planning, Monitoring and Performance Reporting Arrangements 
 
• Regeneration 

Funding for financial inclusion has also been aligned with the mechanisms in place for the CRF 
and reporting on outcomes has been integrated into the ROA Performance Management 
Framework.   We are currently considering how this approach can be extended to funding recently 
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allocated to tackle the problems of worklessness and young people not in education, training or 
employment (NEET). 

 
• Employability 

Officials have agreed with CPPs that, if they wish, they can combine their plans for Workforce 
Plus, More Choices, More Chances (the NEET Strategy) and, where appropriate, the DWP Cities 
Strategy.  This is not a requirement but the CPPs may progress their action planning to suit their 
local circumstances. 

 
• Homelessness 

The introduction of a new outcomes-based monitoring regime for local authorities’ homelessness 
activities involves a move from detailed scrutiny of Local Authority Homelessness Strategies to 
tracking progress against a small number of key outcomes should help reduce administrative 
burden on local authorities.   The changes include a new single point of administration within the 
Scottish Executive for scrutiny and payment of relevant invoices.   The planned amalgamation of 
homelessness funding streams and move from detailed processes for claiming and scrutinising 
funding from different programme lines to an automated single monthly payment and annual audit 
would help further reduce the administrative burden considerably and is under discussion with 
CoSLA. 

 
• Children’s Services 

The Integrated Children’s Services Planning Framework brings together previously separate plans 
for children’s services, school education, youth justice, children’s social work and child health.   
The Framework encourages local authorities, NHS Boards, Children’s Hearings, police services, 
and voluntary and community groups to work together to develop joint improvement objectives 
and to devise local strategies and management plans to deliver and monitor achievement of these 
objectives. 

 
We have published the Quality Improvement Framework for Integrated Children’s Services which 
is aimed at supporting self evaluation within services and across integrated services.   The 
Framework sets out a suite of key performance indicators, agreed across Executive Departments 
and after consultation with local partners, which we intend to embed within annual updates to the 
Integrated Children’s Services Plans. Implementation of the Framework is at a relatively early 
stage but our overarching aim is to reduce bureaucracy and to focus on the key outcomes for 
children and young people. 

 
2.4 Streamlining statistical returns 
 

As part of the Scottish Executive’s work to streamline the large volume of requirements placed on 
the Public Sector, we recently undertook a co-ordinated review of statistical and administrative 
returns across the Executive.   The Office for the Chief Statistician will be reporting on 
streamlining improvements and an indication of future intent across Departments in April this 
year. 

 
The work also forms part of the Statistics Reform agenda.  The Scottish Executive collects a great 
deal of information from public bodies in order to meet our own requirements and as an important 
part of developing the quality of decision making and service delivery across the public sector.   
However, concerns remain regarding whether we are collecting too much, collecting it 
inefficiently or placing too much of a burden on those providing the information.   However, in 
this context, Best Value is as much about producing high quality information (in terms of meeting 
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important management/policy or public accountability needs) as it is about minimum burden.   
Improvements in efficiency, in particular obtaining information directly from administrative or 
management systems, are the key to balancing the burden against the information needs. 

 
Under the Statistics Reform Agenda, we will shortly be initiating discussion with partners 
regarding the collection and organisation of statistics across the public sector to explore the 
possibility of a new partnership which would put in place new arrangements for collection, 
processing and publication of statistics. 

 
2.5 Smaller Funding Streams 

In 2006/7 four funding streams have been consolidated into two new funding streams.   These are: 
 
• The Domestic Abuse Service Development Fund (individual value £1m per annum) and the 

Violence Against Women Service Development Fund (individual value £0.2m per annum) have 
been combined into the Violence Against Women Fund. 

• The Urban Community Transport (individual value £0.5m per annum) has been integrated with 
the Demand Responsive Transport Grants (individual value £0.3m per annum). 

 
2.6 Review of Funding Streams to Local Authorities 
 

We are working to complete the review of funding streams to local authorities in time to feed into 
this year’s Spending Review.   Any decisions taken by Ministers will flow from that as part of the 
outcome of the Spending Review. 

 
THE HUB INITIATIVE 
 
3. You requested further information on the Hub Initiative and the work it has undertaken to 
date, including when it was established and the projects which it has helped to support.   
 
Response 
 
3.1 The Hub initiative is in development, and implementation is subject to Ministerial approval.   
We have undertaken an analysis of possible delivery models, and prepared a strategic business case 
to test the viability and value for money of the proposition. 
 
3.2 Hub is intended as a flexible long-term approach to the development and procurement of 
community based facilities through local joint venture arrangements (local Hub companies), 
supported by a national delivery vehicle.   The Hub model is capable of offering cost efficiencies in 
delivery and procurement, and has been designed to be capable of meeting premises development 
needs over the next 20 years.   There are of course existing examples in Scotland of joint premises 
development, although these have not generally been part of a strategic approach to joint service 
delivery.  
 
3.3 The maximum benefit will be derived from Hub through joint working between health and 
local authorities and other partners, allowing them to take up opportunities for co-location and 
integrated service delivery.   Initial discussions about the feasibility of Hub have already acted as a 
catalyst in some areas for the development of joint planning and joint asset management.   Hub 
therefore offers an opportunity to develop and strengthen joint planning and delivery at local level.   
However, the success of Hub will depend on the availability of capital and revenue funding over the 
business case period, and willingness of the partner organisations to participate in the approach.   
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Ministers will shortly consider the business case, and the risks and the issues, before reaching a final 
decision on Hub. 
 
 
 
 
Andrew Goudie 
 
DR ANDREW GOUDIE 
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