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	The Board is asked to note this report on progress with the organisational functional alignment review and to agree any aspects of the review on which the Board requires further information or further future updates.  
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Purpose of Paper 

1. The purpose of this paper is to provide an update to the Board on the organisational functional realignment and to agree any aspects of the review on which the Board requires further information or further future updates.  
Background

2. In December 2013, the Partnership Forum discussed and agreed that, given a number of changes – both underway and anticipated - the time was right to undertake a review of organisational structure.  A number of drivers contributed to that decision, including four principle aims:

· To bring structure and function fully into line with AFHS.
· To ensure better alignment of functions within Directorates.
· To absorb the reduction of one Director and Directorate.
· To keep staff resource as efficient as possible. 
3. It was agreed at that meeting that a wholesale organisational restructure was neither required nor desirable, but that a review of the allocation of functions across directorates should be carried out. It was recognised that a likely consequence of that basic realignment would be some element of restructuring within directorates in order to maximise the benefits of teams being aligned differently and also to recognise the changing functional needs of the organisation given changed strategic direction.
4. The Partnership Forum was also very mindful of the feedback received from staff through multiple sources with regard to their experience of change within this organisation.  It was therefore also agreed at that meeting that a primary goal of the realignment was to ensure that change was managed in a way that engaged and involved staff and built motivation and opportunities to make best use of skills.
5. In order to deliver this a Change Advisory Group (CAG) was appointed as a sub group of the Partnership Forum. Its purpose was to maintain an overview of the whole realignment process in order to ensure consistency of policy application and good change management practice across the organisation.  The CAG, which is chaired by the Director of Strategy and has management, staff side and HR membership, has been meeting weekly since January 2014 to perform this role.

6. Phase 1 of the Review (to agree the overall reallocation of functions across directorates and therefore the overall organisational structure) was completed in April 2014 (with Partnership Forum and CMT overview). Phase 2 of the Review (to work in detail with each affected team or group of teams to determine optimal team structures and ways of working) has been ongoing since April 2014.  As was anticipated, the process of working through engagement and formulation towards formal consultation and implementation has proceeded at different speeds with size of teams, complexity of change and other background all being factors.
7. The CAG has communicated weekly with all staff and has also reported formally to the Partnership Forum on a regular basis.  Updates to the Board have been provided to the Board through a variety of routes over the last year. 
Progress
8. A summary analysis of progress is offered against each of the aims listed in bold, followed by an overall summary conclusion on progress.  

9. The attached appendices also offer more detailed information considered by the Partnership Forum at the last overall review of the alignment, which took place on 15 December 2014.
Strategic Alignment 

10. The review was started 18 months into the implementation of AFHS.  There are a number of aspects of how the organisation works that it is recognised need to change in order to be as well positioned as possible to deliver AFHS.  These include the relationship and understanding of health improvement and health inequalities and how this is changing – which is a change management process both for staff and for several of key stakeholders. It also includes a more externally facing and fleet of foot organisation prepared to say some new things differently in different settings and engage differently.

11. It is very clear that a number of processes are needed to effect this change.  This includes a different relationship with Scottish Government sponsors, planning and commissioning our work differently, a different focus on staff skills and development and different internal communications.  All of that said, the structure of teams and of directorates also has an impact. This is particularly reflected in the strengthening of the focus on what was EPP to focus on strategic engagement and excellence and this is reflected in the ‘swap’ of Corporate Communications into EPP and Equality into Delivery, reflecting strengthening focus on stronger support for action and better practice respectively in these teams.

12. It is probably true to say that the realignment of the Delivery Directorate is an area where structural change is most significant in order to meet strategic alignment and where the focus of the review is now targeted.  The support of the Board in encouraging that change of direction is critical.
Directorate Alignment
13. The review was instigated at a point where a ‘working and in principle decision’ had been reached not to replace the Director of Resource Management (DRM) when he retired in summer, later revised to be autumn  2014. The absorption of several functions of the DRM into other directorates was therefore one of the first changes implemented as part of Phase 2 of the Alignment.  IT and the BIP programme have joined the Delivery Directorate and it is anticipated that these functions will form part of the ‘Digital Delivery’ arm of the Directorate now being planned. The IGRM programme (covering risk, information governance and health and safety) and estates and facilities also moved in April 2014 and a number of changes to the integration of these functions into other functions of EPP are fully incorporated into the structures now being implemented.
14. Finance. The Health Scotland (HS) and Healthcare Improvement Scotland (HIS) Finance Teams are ensuring that they are adopting fully the standard NHS Scotland financial systems by 31 March 2015. During 2015/16 HS and HIS will be considering what options may be possible for a joint finance service, evaluate these options and make a recommendation on the best way forward.  A pilot involving a joint approach to accounts payable is expected to commence shortly to identify common working in this area. 
15. Procurement.  As previously reported, procurement is on track for a tri-board procurement service managed by Scottish Ambulance Service (SAS) for their own Board, HS and HIS. At present two HS staff are in the process of being transferred to SAS under TUPE with an effective start date of 1 April 2015.  The financial year 2015/16 will be a transitional one with a full service expected from 2016/17. A presentation will be made to the Audit Committee at its April meeting by the HS Executive Finance and Procurement Manager and the SAS Head of Procurement who will be responsible for the management of the tri-board service. There has been and continues to be appropriate staff side involvement from both organisations.
16. A number of functional changes were being planned with Healthy Working Lives, prior to the Review being agreed. It has made sense to ensure that both the integration of the Healthy Living Award and the review of structure, function and purpose of the HWL following national agreement are taken forward as part of the review to ensure consistency of practice and message.

17. Appendix 2 is an extract of the paper issued in June 2014 following phase 1 of the process setting out the location of key functions within each of the Directorates.
Budget Efficiency
18. The exercise was not in, and of itself, a cost reduction exercise, but that in order for plans to be sustainable, Directors were asked to build into their planning assumptions the 2 year continuing efficiency expectations under which we are currently operating. We also need to meet the previously required reduction in senior manager posts.
Management of Change
19. A number of documents, designed to support and inform staff through change processes, have been refreshed or developed and are now available to all staff on the Source. These include: 

· Notes on organisational change, explaining the processes most likely to affect individual staff. This document is now available on the Source and will be regularly updated to include Frequently Asked Questions as they arise.  
· Approach to Change Management document which sets out 18 steps which it is recommended all staff follow when planning significant organisational change.  The document is based on the three staff audits of previous change processes – development of AFHS, the estates strategy and policy development – that were carried out following the 2010 staff survey. Again, this will shortly be available as a reference for all staff. 
· The Workforce Policy on Organisational Change has been refreshed to bring it up to date with current processes and terms and was signed off at the Partnership Forum on 24 January 2015 for approval by the Staff Governance Committee at its next meeting.  This updated policy will be made available on The Source.

20. The opportunity of the Functional Alignment process is being used – when the majority of staff in the organisation will be receiving refreshed and revised job descriptions over the next months – to update and improve the job description processes in order to achieve greater consistency, greater transparency of the competences required at each level of post and generally greater efficiency and quality of job descriptions. New approaches are currently being tested out and more information will be shared with all staff as the work develops. 
Overall Assessment of Progress
21. Although articulated as an aim rather than a target, it was originally anticipated that the exercise might  have been completed by the end of 2014,  However, given the degree of complexity of the change it has become clear that, in order to complete the process with due regard to the Staff Governance standards, most notably that staff feel involved in decisions that affect them, and to accrue the full benefits of this important change process, time should be taken to complete the exercise.  The revised timescales for completion of the formulation, consultation and implementation is described below.
22. The timetable remains subject to change.  Appendix 3 sets out the timescales discussed at the Partnership Forum on 14 December 2014, and below is an updated progress chart by Directorate/Team. 

	Phase 1:
	Completion Date
	

	Agreement on overall Alignment of Functions across Directorates
	April 2014
	

	

	Phase 2: Engagement and Consultation with Staff in Individual Teams/Directorates to agree structural and other changes required to fully implement new functions and/or respond to other change drivers



	Directorate/Team
	Estimated Completion Date
	Comment

	CEO Office
	March 2015
	Consultation ends 30 January 2015. Implementation in progress.

	Strategy Directorate
	March 2015
	Consultation complete. Implementation in progress.

	Delivery Directorate
	Autumn 2015
	Paper for pre consultation/engagement  endorsed at CAG 30.01.2015 with formal consultation commencing February 2015.

	HWL Directorate
	Autumn 2015
	Internal consultation process complicated by ongoing discussions with Territorial Boards. Revised draft HS HWL structure and narrative will be considered at CAG meeting on 6 February. Expected consultation commencing March 2015.

	Procurement
	April 2015
	TUPE transfer due to complete 

	Finance
	April 2016
	Phase of full exploration of options for closer collaboration underway.


Partnership Working

23. The Partnership Forum found the December meeting helpful and agreed that effective communication with all staff remained the key to successful change. Specific dates were agreed by which all the above papers were to be signed off and shared, and further updates on timescales and specific progress with each Directorate will continue via CAG and via Directorates on a weekly basis.
24. The Partnership Forum has reiterated its view that this has been a positive experience in terms of clarity about roles, processes and challenge to make sure that staff are genuinely involved in formulation of plans from outset. Staff survey results.
Communications
25. Communication with staff has been a key element of this.  General communications and also the impact and need for significant small group and one to one communications is again time consuming but feedback suggests that this has been both crucial and worthwhile and it is intended that this continues. 
Risk
26. The key risks captured on the Master and Corporate Risk Registers are those around change management and compliance with the Staff Governance Standards. The risk of staff not being involved in decisions that affect them has been minimised as described in this paper and some positive signs from the recent staff survey results have been noted.. 
Equality and Diversity

27. Compliance with the Staff Governance Standard “Treating staff fairly and consistently” is key to ensuring issues of equality and diversity are appropriately addressed and steps are in place to ensure that our equality and diversity work continues to have the appropriate profile. 
Environment
28. There are no specific environmental issues arising from this paper. Teams are being encouraged to consider ways of working – which includes how teams work optimally to maximise communications through means other than office travel.
Action/Recommendations
29. The Board is asked to note this report on progress with the organisational functional alignment review and to agree any aspects of the review on which the Board requires further information or further future updates.  

Gerry McLaughlin
CEO
January 2015 
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