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Current and Future Challenges of Digital Government

This research was commissioned by PCS in May 2013 to provide PCS with material to support its bargaining and campaigning work.  The objectives are:

· To analyse the impact of established digitalisation in other sectors in the UK and internationally in relation to worker and user experiences;
· To survey recent digitalisation in UK government services in relation to workers and users to identify key bargaining issues; 

· User issues arising from digitisation of government services that can inform our bargaining aims at a central or delegated level and wider campaigning. 

The report uses the term digital government to refer to the application of Information and Communications Technology to the practice of government and this covers the Internet and related services such as e-mail, world-wide web, instant messaging, social networking and virtual worlds, and increasingly cell phones and global positioning systems (GPS). 
 

The report is structured in three sections:

· Digitalisation and employment in other sectors and other countries;
· Recent digitalisation in UK government services;

· User issues.

1.0 Digitalisation and employment in other sectors and other countries
1.1 Scale of employment impact and time period 

The development of digitisation and e-commerce in the private sector is part of the normal process of restructuring in response to technological change and business opportunities. This displaces some existing jobs, but also creates new jobs: the net effect on employment may be negative or positive.   The retail sector illustrates this. In 2012, e-commerce grew 16%, while overall retail sales rose by only 1.5%.  Some of the electronic sales are replacing traditional retail sales, which are estimated by consultants as equivalent to the closure of 40 to 50 stores per week.
  However, this is offset by a growth in jobs related to e-commerce. The UK industry association for online retailers IMRG, (Interactive Media in Retail Group), estimates that 730,000 people already worked directly in or supported the e-commerce industry by 2010, and these jobs will have grown further as a result of the expansion of e-commerce. 
 

The net result varies in different years.  Employment in the retail sector as a whole fell between 2008 and 2012 by about 6%, but this was clearly driven mainly by the recession, which saw the UK economy shrink by 4% over the same period.  In 2012, despite the significant displacement of traditional retail sales by the continued growth in e-commerce, there was in fact a net increase of 1.7% in employment in the retail sector as a whole in the UK.  

Table 1: E-commerce sales and total retail sector employment, UK, 2008-2012

	
	Total e-commerce sales (£bn.)
	Employment (m.)

	2008
	11.9
	              2,940.9 

	2009
	13.6
	              2,704.7 

	2010
	15.2
	              2,709.2 

	2011
	21.4
	              2,717.5 

	2012
	25 (est)
	              2,763.7 


Source: Eurostat lfsq_egan22d; ONS ICT Activity of UK Businesses, 2011 http://www.ons.gov.uk/ons/publications/re-reference-tables.html?edition=tcm%3A77-280897 ; PSIRU estimate from Martec data.

This is reflected in the views of the e-commerce industry itself. In contrast to the UK government’s approach, it does not celebrate the reduction of existing jobs, but rather expresses concerns about filling the new jobs being created in, for example, web design, content, and marketing.  In July 2013 the IMRG emphasised the need for training and education to reflect the new demands of jobs, and also to offer career prospects to retain staff: ‘The final issue, and one of the most challenging, is that of retaining the staff that are brought in and perform well.…. Essentially it is a job-seekers’ market.’ 
  In September 2013,  e-skills UK, the Sector Skills Council for business and information technology, published a report that estimated that over 300,000 new workers will be required by 2020 for the IT industry to meet its potential. 

1.2 Quality/efficiency improvements

The private sector does not see digitisation as a way of cutting costs, or an opportunity to outsource the new work. It treats new IT systems as a new part of its core business, and maintains in-house capacity to develop and maintain it. 

· Ocado, for example, reports that: ‘Almost all the technology that powers Ocado – from the web shop and mobile apps, to middleware, to the real-time control systems in our warehouses and then the last mile – is built internally…… That gives us complete control and ownership of the intellectual property. It means that if there are things we need to change or fix, as a 24/7 operation, we can do that at 3am, rather than trying to persuade some company on the other side of the Atlantic that they need to respond.’ 

· Home Retail Group, owners of Argos, operates a new system of  texting customers to alert them of delivery, which saves on telephone bills 

· Online sales are increasingly completed by collection.  Sainsbury’s click-and-collect service now represents 25% of all its online sales.  Retailers are not looking simply to close shops but are more interested in making sure they have enough stores, in the right places. 

1.3 Difference of public service/commercial relations with users 

The development of online services is not just a matter of a new customer interface, but strategic use for the organisation’s objectives.  This is commercial for companies but public service for government departments.  Researchers have categorised these strategic issues as:  (1) key objectives; (2) business processes; (3) benefits; (4) integration; and (5) outlook. 

Researchers have has also identified the important role of users in shaping new services, not merely through market interactions: half of the modern online banking procedures reflect earlier developments by users themselves.  
  However, e-commerce has a different approach to issues such as exclusion, which it accepts, and consumer vulnerability, which it exploits. 

Digital government is different from e-commerce because it has to fulfil certain functions:

· Providing services to all citizens;

· Trustworthiness – to ensure citizen compliance;

· Information heterogeneity and interoperability;

· Providing software interfaces to public services;  

· Building large scale systems; 

· Legislative and constitutional relevance;

· Public- private relationships – role of private sector in development of ICT for use in public sector. 

1.4 International experiences

The 2012 UN survey of e-government/ digital government provides an assessment of the progress that national governments have made towards digital government as a means to increase efficiency in government and expand public services.
  Digitalisation is seen as a way of achieving sustainable public services.  The 2012 report identifies some important factors that contribute to successful integration of public services using ICT.  One of the biggest problems is the vertical and horizontal fragmentation of government.  Some parts of government may focus on the quality of personal interaction but others will concentrate on efficiency.  Building trust and cooperation among departments and agencies is seen as crucial to successful one-stop implementation.  A national strategic framework is one step in bringing together government vision, goals and implementation as well as setting out roles, standards and constraints.  The strategy should also enhance cooperation between departments.  A high level of investment is needed in ICT to facilitate horizontal one-stop structures.

The UN report identified four main stages in the evolution of digital government: 

1. Emerging – limited and static information;
2. Enhanced – regularly updated information on public policy & governance, links provided to documents, forms, reports;

3. Transactional – two way government to citizen and citizen to government communications, e.g. passport renewal, paying taxes and payment for services transactions;

4. Connected – total integration of all services across administrative and departmental boundaries, back-office integration of departments and cross unit information sharing. 

Digital government is a process that has to evolve through a series of stages, which cannot be ignored, if a credible system for citizens, well supported by government, is to be created.

One of the most important factors that contribute to the successful implementation of e-government is the training of civil servants and citizen to acquire new skills.  Human resource issues need to be a central part of any strategy.  Firstly, existing cooperation and collaborations have to be strengthened to build new ones.  Enhanced cooperation is easier to develop when players are used to cooperating.    Secondly, collaboration in implementation is easier than the imposition of policies.  ‘Changes impact the heart of organisations, practices and culture. This can only be done gradually’.
 Thirdly, effective project implementation is based on extensive training.  Training ‘contributes to cultural change, to knowledge transfer, and to enabling civil servants to use this technology’.
  Knowledge and attitudes of civil servants to digital government are critical to its success.
 This is one of the most significant findings in the 2012 UN report.

The following short profiles of digital government in Denmark, Germany, Singapore and Japan will show to what extent it is promoted as a way of increasing the efficiency and effectiveness of government or to improve the relationships between government, citizens and business.  All four countries have national e-government strategies and are progressing towards the ‘Connected’ stage of e-government, where services are integrated across administrative and departmental boundaries;  there is back-office integration of departments and cross-unit information sharing.  

Table 2: Internet users (with access to internet)

	Country
	Numbers connected per 100 population

	Denmark
	93

	Germany
	84

	Japan
	79

	Singapore
	74

	UK
	87


Source: World Bank http://data.worldbank.org/indicator/IT.NET.USER.P2
All four countries have relatively high levels of connectivity, similar to the UK.  Although the level of connectivity does not capture the amount of time that users spend on-line, it is an indicator of digital engagement.

Denmark

Denmark has the highest rate of broadband connectivity in Europe.  From 2001, when citizens started to communicate with government through e-mails, to 2004 when the citizen portal was set up, Denmark has moved from making a single portal available for its citizens to access information, advice and services towards several entry points reflecting different interest groups and constituencies.
  Denmark has moved through the stages of e-government and is now, in stage four, strengthening the integration of digital services across government and between different groups of citizens and government.

Although this high level of connectivity is significant for digital government plans, the Danish strategy was also influenced by the financial crisis. ‘Ambitions for More’, the Danish government economic growth plan, sets out how digital solutions and new technology will save/provide DKK 3 billion every year until 2020.
   The Danish government e-government strategy (2011-15) has three aims: No more printed forms and letters; New Digital Welfare; Digital solutions for closer collaboration.
   There is an emphasis on applying existing ICT solutions more effectively rather than developing new ICT solutions.  Digital welfare is considered part of the process of modernising schools, the health service and eldercare, with an increasing use of digital communications instead of face to face meetings.  This has implications for the way in which care is delivered.

The Danish government has completely digitalised several government departments in a way that shows how this process benefits the workforce, with realistic time spent on training.  For example,  

‘At the Ministry of Social Affairs and Integration, every employee saves 30 to 45 minutes a day. 81 per cent of employees at the Ministry of Transport are either satisfied or very satisfied…..Meanwhile, the time needed for training is kept within reasonable limits, as employees have recourse to user interfaces they are familiar with and receive individual support from 'runners' who move from office to office during the brief introduction phase.’ 

The PWT Foundation (Investments in Public Welfare Technology) was set up to co-finance investments in projects aiming to use labour saving technologies in the public sector and to introduce innovative ways of working and structuring public sector organisations (OECD, 2010). It had a fund of 3 billion DKK for the period 2009-2015.  The aim of the fund was to improve the efficiency of public administration but it built on attempts to develop a national ICT infrastructure in order to look at how to use ICT most effectively in government.

Germany

Since the late 1990s, Germany has been progressing through the four main stages of digital government, starting with a government portal which provided information and services to citizens in 2001.  This was followed by government departments identifying services which could be delivered digitally and increased use of digital systems by government at federal, state and municipal level.  Services for citizens and business have expanded.  
  It is now entering the ‘connected’ stage four of digital government.
In Germany, 84 % of individuals had internet access and in 2010 an e-ID card was launched, reflecting this high level of connectivity.  In 2010, an Inter-Länder (state government) Agreement was introduced, which provided the basis for the cooperation of the Federal Government and state government in relation to use of ICT in government.  This agreement also established an IT Planning Council to coordinate digital government activities, which focused on an e-ID Strategy, to support citizens to exchange secure data with the government and businesses through the internet, with the aim of protecting 'electronic identities' and ensuring the secure use of the e-public services. 
  This showed government addressing security issues for its citizens.  

In Germany, legislation has been used to support and encourage different parts of government to cooperate to deliver simpler public services.  On 1 August 2013, a new e-government law was approved, which aims to ‘facilitate electronic communication with the administration and to enable federal, state and local governments to provide simpler, more user-friendly and efficient e-government services’. 
  Germany has been influenced by the Danish experience of digitizing records management, administration work and casework to seven ministries and is seeking to adopt some of the same training and capacity building strategies.
  

Japan

Although Japan has introduced many of the basic digital innovations that Denmark and Germany introduced, for examples a government portal, digital delivery of some government services, the process of integrating digital services across government and in improving digital services for the citizen has been slower. The slow uptake of government digital services by citizens has been attributed to their lack of user friendliness. 

In Japan, legislation was also used to formalise the introduction of digital government.  In 2001 the Basic Law Formation of an Advanced Information and Telecommunications Network Society was approved.  By 2009, an i-Japan Strategy 2015 ‘The benefits of digital technologies for all and a New Strategy in Information and Communications Technology IT was published.  Digital government is an integral part of a Strategy for Open Government Data which aims to address the problems facing Japanese economy and society through digital government.
  There has been criticism of the way in which digital government has been implemented with a lack of a government Chief Information Officer who could coordinate action across ministries and agencies and no basic e-government act.  The government has also failed to modernise laws, regulations, organisation and practice to make digital government more effective. 

Support has been provided to both citizens and government workers through the Open Government Lab, an experimental website set up to examine measures to stimulate open government. The website contributes to promote increased access to information about government activities as well as centralize the knowledge that has been gathered. This consists of an ‘idea box’ which is interactive website opened to gather ideas from people, a ‘databox’ which publishes public data, and a ‘wiki’, which provides suggestion and consultation for public agencies seeking for initiatives to enhance open government.

Singapore
Singapore has had the longest programme of digital government and several of the stages of e-government can be identified.   In the 1980s, the Civil Service Computerisation Programme was introduced, followed by more specific action plans after 2000.  These have resulted in adoption of 50 shared systems and services, such as the Alliance for Corporate Excellence, a shared human resource, finance and procurement system for 11 government agencies, leading to higher efficiency.

The goal of the e-2015 Masterplan is Collaborative government moving from ‘government-to-you’ to ‘government-with-you’ in relation to government electronic services, leading to increased connectivity and a wider transformation across government.  OneInbox will allow customers to receive electronic correspondence from the Government, in place of hardcopy letters. The REAC H (or Reaching Everyone for Active Citizenry@Home) portal will be further developed as the official channel for news and updates on all government consultation.   One of the most fundamental changes is the introduction of a government private cloud (or G-Cloud) to provide a secure ICT environment, where government agencies purchase computing resources on demand and pay based on actual usage.  This will allow government agencies to respond to changing needs by increasing or decreasing their capacity and will impact on the way in which operate in future.

There was an acknowledgement in the 2011 e-government masterplan that the public sector workplace would have to change to ‘promote closer collaboration and improve productivity’.  One specific capability that public sector workers would have to acquire was in business analytics so they could interpret the data collected since the introduction of digital government and use this to improve service delivery and policy formulation.   Singapore is now in well into stage four, the ‘connected’ stage, of digital government. 
All four countries have moved through the four stages of digital government.    Legislation has been used to formalise the changes with some countries, such as Germany, using legislation to move government, business and citizens from one stage to another.  Denmark and Singapore have smaller populations and have focused on creating systems that involve citizens and businesses.  Germany, operating within a federal system, has had to work with different levels of government (federal, state and municipal) to develop systems that interact effectively.  Japan has had a slower evolution because of a lack of success in making services accessible to citizens.  All countries are now working towards greater connectedness across governments and agencies and with citizens and businesses.  

1.5 Conclusion

For the private sector, e-commerce is considered part of strategic development.  Although recent developments in e-commerce have led to both job losses and new jobs, it has been estimated that about 300,000 new jobs are needed if the IT sector is to achieve its potential by 2020.  Digital public services and e-commerce have different objectives because public services have to be delivered to all citizens.   They have to be trustworthy with high levels of standardised information which can function across agencies and departments.     
International experience has shown that digital government moves through recognisable stages with most highly connected countries having moved from an initial stage, where governments interacted with citizens, to more advanced stages where governments and citizens interact on a range of issues and services.  These changes have important consequences for government workforces and training of public sector workforces is central to the successful introduction of digital government.
All governments introduce digital government for a mix of efficiency reasons coupled with a more fundamental change in public services and society.  Denmark is introducing digital welfare, which will result in fundamental changes in the way in which some public services are delivered.  Japan is using digital government as one strategy to address basic economic and social problems.  Countries with smaller populations have advantages over larger populations because citizen involvement is easier. The involvement of public sector workers is seen as an important part of digitalisation, although this has been done with differing levels of efficiency and effectiveness.    

2.0 Survey of recent UK government digitalisation

2.1   Government Digital Service

The UK Government started to adopt digitalisation for some public service delivery in 2000.  In the last 12 years, there have been gradual moves towards greater use of on-line public services.  Although on-line services are presented as being more efficient and effective, the evidence does not always support this assumption.  A National Audit Office (NAO) report (2011) found that there although there had been improvements in getting people to access government services on-line, there was no data to show the costs or benefits of spending.  It was unable to conclude that government had obtained value for money with its digitalisation investments.

In 2011/12, the Government Digital Service was set up to lead the next phase of digitalisation which aims to make public services ‘digital by default’, which means  ‘digital services that are so straightforward and convenient that all those who can use them will choose to do so while those who can’t are not excluded’.  This definition shows some of the difficulties in getting the majority of service users to operate on-line as well as not excluding those who are not connected.  The experience of digitalisation of several government services shows some of the problems faced by government in moving towards greater levels of digitalisation, which are not necessarily being addressed in a systematic way.   The government has identified 650 government services which, if provided digitally, would save between £1.7 million and £1.8 million a year. 
 However, this prediction does not include the costs of creating or redesigning the services. Government estimations for savings are also based on the assumption that as 82% of the population is online then 82% of transactions will be carried out online. 
  This reflects a simplistic view of how people use on-line services.  Some people prefer face to face contact, even if they are aware that there is an on-line option.  There are different attitudes to providing personal information on-line because of security concerns. 
 There are also different levels of awareness of whether services are available on-line.  Government projections need to be more informed by behavioural research. 

Although there is extensive learning to be drawn from the experience of moving towards digitalisation of public services, there are indications that current government policy and strategy is failing to use this.  Digitalisation of public services is being seen as a way of reducing expenditure and is also being based on some incorrect assumptions about how users use digital services and what support digital services require.  In order to illustrate some of these issues, an analysis of the recent digitalisation of HMRC and the proposed digitalisation of Universal Credit will be outlined in the following section and will illustrate some of the problems with current government planning. 

2.2   HM Revenue and Customs (HMRC)

The case of HMRC shows that some of government planning processes often do not anticipate any potential problems in introducing digital systems and new ways of organising information, even though there are many examples of failed projects.  The pressure to reduce budgets is prioritising short term decision over long term strategy.  There are tensions between customer service and meeting efficiency and revenue targets.

HMRC has introduced extensive digitalisation to improve its functioning over the last five years.  In 2013, the National Audit Office (NAO) (for the Comptroller and Auditor General) audited the work of HMRC and found that it had made progress on reducing costs and meeting its revenue targets but had not made significant improvements in its customer service.  There was criticism by the NAO of two areas of HMRC’s work: tax avoidance and tax credits. There were 41,000 open avoidance cases on 31 August 2012, with no likelihood that this number would be reduced. 
 This was a failure to address one of the most important issues for HMRC.  

The personal tax credit system was an area of HMRC work where NAO expressed the greatest criticism.  In the year 2011-12 payments of between £1.9 million and £2.3 million were made incorrectly because of error and fraud. 
 The increase in fraud can be attributed to the introduction of a digital system for claiming tax credits.
  Even though the overall level of error and fraud had dropped, it had still not reached the 5% target set by HMRC.
  The Public Accounts Committee recommended a new target for HMRC to be held accountable to.  

A new area of work for HMRC showed some of the difficulties in introducing new digitalised systems.   The PAYE (Pay As You Earn) data capture system, Real Time Information (RTI), enables PAYE information to be collected when payments are made, rather than annually.   When this new system was introduced, only 66,240 employer schemes participated in the pilot as compared to the target of 250,000 although over 6.5 million employer records were tested which was more than the planned target.  The budget for RTI did not anticipate any extra developmental costs which might emerge following implementation, reflecting a static view of implementation. In addition, no technical resilience and disaster recovery capability had been put in place because of cost implications and because, in an emergency, PAYE could be operated without RTI.  However, this might limit the application in areas where any temporary disruption was not feasible.  Failure of RTI could also lead to an increase in customer enquiries.  HMRC has introduced new projects, such as improving the PAYE process with RTI, without any long term strategy.  The NAO argued that just focusing on short term objectives might undermine long term objectives. 
   It also recommended that HMRC addresses the lack of technical resilience in the new RTI system.  

2.3   Universal Credit

The new system of Universal Credit, which involves extensive changes to way in which benefits will be paid, was due to start operating in the autumn of 2013.  It will replace six existing benefits and aims to increase incentives to work.  It is part of the Government’s benefit reform programme.  This new system will be digitalised and claimants will have to apply on-line.  As the benefits system is used by many vulnerable and disadvantaged people, there has been much criticism of the new system because it is unclear whether the needs of vulnerable and disadvantaged groups will be met.  This view was formally articulated by the Work and Pension Committee in November 2012, following an extensive consultation with groups involved in benefit provision.  There is a lack of information available about how people will know where to make a claim, what support they will get and the resources that the Government will put into providing support. 

The recent report NAO report ‘Digital Britain Two: Putting users in the heart of government’s digital services’ explored the behaviour of both on-line users and those who are not on-line. 
 It found that a large number of people will need help to use digital services, particularly older people, people with disabilities and people from low income groups.  These are the groups who will be most affected by Universal Credit but the NAO also found that although many people were not on-line, about half of them often got help from family, friends and colleagues.
  This type of informal support has not been recognised by government.  NAO recommended that public services need to be designed so that people can apply for licences and make payments on behalf of others but in a way that minimises the risk of fraud.  

Some of the effectiveness of the new Universal Credit relies on the HMRC Real Time Information system for PAYE taxation.  The lack of any extra development costs for RTI and the lack of technical resilience and disaster recovery capability for the RTI system show a lack of coordinated planning across government in relation to digitalisation.  Failure of RTI would undermine the working of the Universal Credit System. 

The Work and Pension Committee also identified underlying problems with both IT systems and staffing, which are central to the effective implementation of Universal Credit.  The IT system is being built using an ‘agile’ delivery approach which is informed by working with future users of the system.   Although this is a user focused approach, there has been a lack of attention to problems which have affected previous DWP reforms, such as poor administration, delays and complexity, which undermine the confidence of claimants.
 Success of Universal Credit will depend on major changes in IT systems and administration within the Department of Work & Pensions (DWP).  As with some of the HMRC digitalisation changes, there is currently no provision for a major failure of the IT system running Universal Credit.

In September 2013, the NAO published a report ‘Universal Credit: early progress’ which provides the most up-to-date assessment of the implementation of Universal Credit.  The main findings reflected some of the earlier issues identified by the Work and Pensions Committee but elaborated on the problems facing the scheme.  Even after the Work and Pensions Committee highlighted a range of concerns in November 2012, by February 2013, the DWP still had not developed any ‘blue print’ or transition plan for Universal Credit.  By July 2013, the DWP was still unaware how its IT systems will support the implementation of Universal Credit.  Although there are four pilot (Pathfinder) sites in operation, they are only functioning at a basic level.  Claimants are unable to change details of their circumstances, which should be a basic requirement.   The launch of Universal Credit for all new claimants has been postponed from October 2013 with no clear start date in the future.  It is unclear whether the pilot (Pathfinder) sites will generate enough useful experience to inform the wider roll-out.  The delays to the full scale implementation of Universal Credit will result in a reduction in the savings that were expected to be generated through the new system.  DWP has already reported that it had to write off £34 million for IT costs.

A silent issue in most Government digitalisation strategies is staffing.  There are high level of concern about how Universal Credit will affect existing staff because the Department of Work and Pensions (DWP) expects fewer staff will be needed to run the new system at both DWP and local authorities.  What is unclear is the extent to which local authority staff will be involved in the delivery of Universal Credit.  Currently the new responsibilities that local authorities have for paying housing benefit to claimants and capping benefits paid to households are increasingly being outsourced to the private sector. 
  Local authorities are losing their expertise to deliver welfare benefits and are becoming dependent on the private sector for outsourced contracts.

The successful implementation of government initiatives is dependent on skilled and motivated staff.  A recent survey of staff attitudes within the DWP and HMRC, which are both experiencing high levels of digitalisation, showed high levels of dissatisfaction with way in which the departments are led and managed.  These levels are below the average for the Civil Service. 
  The 2013 NAO report on Universal Credit reported that there had been high levels of turnover at senior management level in DWP.  Between mid-2012 and mid-2013, there had been five different senior managers responsible for Universal Credit.

This is a significant finding for a Department which is responsible for major reforms to the welfare benefit system.

Table 3: Results of People Survey 2011 and 2012 for DWP and HMRC

	Question
	DWP 

2011
	DWP

 2012
	Overall civil service level (2012)
	HMRC 

2011
	HMRC 

2012
	Overall civil service level (2012)

	I believe that DWP's departmental level Executive Team has a clear vision for the future
	21%
	30%
	-10%
	22%
	24%
	-16%

	I feel that DWP as a whole is managed well
	22%
	29%
	-13%
	19%
	22%
	-22%

	I believe the actions of senior managers (Senior Civil Service, Grade 5 and above) are consistent with the department’s values
	21%
	29%
	-13%
	25%
	27%
	-15%

	Senior managers (Senior Civil Service, Grade 5 and above) in DWP are sufficiently visible
	22%
	30%
	-18%
	31%
	33%
	-15%


Sources: DWP People Survey, 2012; HMRC People Survey, 2012

It is not just high turnover or motivation of staff that have been a problem.  There is evidence that the use of new ‘agile’ management systems does not always result in effective and efficient delivery of new projects.  NAO (2013) reported that an ‘agile’ system of management had been used in the implementation of Universal Credit.   ‘Agile’ management allows a project to start before the requirements have been finalised but contractors work with the software developers when the software is being written.  The advantage of an ‘agile’ approach is that the product can be developed, whilst working closely those who will use it.  The disadvantage is that there is no guarantee of successful implementation at the end of the development process.  It is also used mainly for relatively small projects.  Although ‘agile’ management is considered flexible, it can also require more active management to attain its goals. 
 DWP has adjusted the ‘agile’ approach and has now divided the implementation of Universal Credit into three distinct projects.
   
2.4   Contracting out and outsourcing

There are several examples of government investments in digital/ ICT which have failed to achieve their objectives and have had to be abandoned.   The most controversial failure of outsourcing technical expertise to the private sector was the introduction of a new IT system to the NHS.  Started in 2002, the aim of the project ‘Introduction of a new IT system to the NHS’ was to set up the NHS Care Records Service so that health professionals could access relevant parts of patient records as well as X-rays, prescriptions and electronic booking .
  The Department of Health set up a unit to procure and deliver IT systems, called ‘Connecting for Health’.  The aim of the Unit was to centralise and coordinate IT procurement for the whole of the NHS, which was expected to save money.  Although leadership of the Unit remained stable from 2002-2006, the engagement with the NHS was more erratic and engagement only really started after procurement had taken place.  By 2006, several milestones had not been met, including the setting up of the National Data Spine and the NHS Care Records Services.  The cost of the project has also increased from an initial £12.5 billion to £20 billion. 

In 2008, the Public Accounts Committee found that the Lorenzo Care Records software was not being used by any NHS trust.  Accenture, ComMedica and IDX , three local private providers, had dropped out, leaving only two local private providers, with limited capacity.  The lack of clinical functions of the new system meant that the needs of clinical staff needs had not been met. 
  More widely, there was a lack of commitment by NHS staff.  The problems of NHS staff commitment to the project were a central concern throughout the project.    In October 2011, the Department of Health abandoned the project. 
  However, two years later, in 2013, the project was still costing money because of contractual problems with the main private sector IT suppliers.
  This failed project has now cost £9.8 billion and the costs of terminating contracts are still rising.  This figure does not take include the costs of ending Fujitsu's (IT supplier) contract for care records systems in the South of England because the government is still in dispute with Fujitsu, whose contract was terminated in 2008.
 This experience shows the real costs of failed outsourcing, which do not stop when the project is terminated.
The consistent criticism of the NHS IT project was the lack of consultation and involvement of NHS staff in the design of the systems.  It was also very costly and overran its budget.  The expertise, which IT providers were supposed to bring to the project, was not shared in an effective way with NHS staff.   The poor outcomes of such a key project raise questions about how civil servants should be trained to commission and work with ICT projects. Better systems are needed to manage outsourcing of ICT projects and the processes for identifying the needs of users need to be improved and made more transparent.   
Recent government proposals to use small and medium sized enterprises to provide IT services, as an alternative to large IT companies, because they provide value for money should be treated with caution.  Smaller companies delivering large scale IT project may result in fragmentation of provision, making systems more unreliable.     
2.5   Training and skills development

The case of HMRC and DWP’s Universal Credit programme raises a number of questions about how digitalisation is being implemented in government, especially the level of skills of staff within the agency and more widely within government.  A recent NAO report on Government IT skills provides a profile of the workforce in relation to ICT skills, capability and capacity.
  The report found that ‘Government is one of the most significant employers of ICT professionals in the United Kingdom’, which covers business analysts and strategists as well as software designers, software engineers, and database administrators.    The Cabinet Office has introduced several schemes to develop the Civil Service IT workforce, for example, the ICT competency and skills framework, the Technology in Business (TiB) fast-stream, the online community space for government ICT professionals and the Redeployment Service.  Although these schemes recognise the need to expand IT skills and expertise, progress has been slow and the implementation of the skills framework has not been mandatory.
  

It is unclear whether the existing skills across government are what are required for the future.  The failure of several large scale IT projects can be attributed to a lack of skills and experience among civil servants commissioning and managing the projects.   A survey (2011) of ICT skills, capabilities and capacity in the Civil Service found that there was a lack of ICT experience at a senior level in government departments.  ICT professionals were recognised and used in different ways in departments with some departments not valuing ICT skills. Recruitment freezes, compliance with the Spending Review and a lack of capacity building have hindered the development of ICT capacity.  Uneven implementation of the ICT skills and competence framework has contributed to varying levels of ICT expertise.
 

Most departments outsource ICT infrastructure and support services but keep functions in house for more strategically important activities.  However, Chief Information Officers (CIO) from five departments felt that they were over-dependent on external staff.  One of the major problems identified was a lack of workforce planning and so gaps in skills, capacity and capabilities were not being addressed. Many CIOs felt that the Cabinet Office should be responsible for workforce planning for ICT.  This report was published in 2011 but several Civil Service strategies do not show that any of the initial concerns of the NAO have been met.

The 2012 Civil Service Reform Plan
 recognised the lack of digital skills in the Civil Service and in April 2013 the Civil Service Capabilities Plan was published.
  Although the Plan aimed to build the capabilities of the existing civil servants, it also argued that in order to meet existing skills gaps ‘we will need to buy in more people with the skills that we are missing to enable us to deliver the Government’s priorities. This is most likely in the digital, project and commercial capabilities area.’
  This proposal to buy in skills does not show any recognition of the problems faced by government ICT projects which have failed because of the problems of managing external contractors, due to lack of commissioning and project management skills.  The Plan did recognise that the long term aim is to build capacity within and across departments.  Seven Departments (HMRC, Dept Transport, DWP, BISS, Home Office, DEFRA and Ministry of Justice), which carry out 90% of government transactions, will establish in-house capacity to deliver digital services. Government policy has failed to make realistic plans to meet the skills gap.  The short term goal of reducing expenditure is driving the approach to skills development.   The 2012 UN report on e-government identified training of civil servants as one of the most important issues that underpin the success of digitalisation of public services.  

However, the private sector experience of large IT projects can also be problematic.  Private sector IT companies are often less willing to write off large IT projects, so failing projects are allowed to continue. 

IT projects very often overrun in terms of time and cost.  The difficulties of communicating between IT specialists and managers/ contractors are a common problem for both public and private sectors.  IT projects are also the source of uncertainty in many organisations.   

3.0 Users

There are high levels of connectivity in the UK with 30 million people using the internet daily,  but there are still sections of the population who do not have access to the internet.  9 million people are considered to be digitally excluded.
  Older people, people with disabilities, low income groups are most likely to experience problems in accessing the internet, whether because of lack of access to hardware and lack of digital skills.
   However, more research is needed to understand how people use the internet for particular types of services.  Sometimes, people are unwilling to provide personal information over the internet for government services. Concerns about security will have to be better understood if on-line use is to be extended.  Others depend on support to complete on-line forms and applications but there are often no provisions for forms to be completed by friends or family without the risk of fraud.
 Government policy needs to be informed by more detailed behavioural research on how people use the internet.  Levels of connectivity are not necessarily an accurate way to predict the levels of use of on-line public services.  

More information is needed about the most effective ways of supporting people who do not have access to the internet at home.  This will vary according to age, disability and income group.  Although local authorities have often made provision for the development of digital literacy, through library and adult education services, these are currently being reduced and new arrangements need to be put in place. 

Digital government has the potential to change and strengthen the relationship between government and citizens but digital government can be viewed in both positive and negative ways. It can improve the exchange of information between citizens and between citizens and government but increasingly digital government is seen as a form of control over citizens, through threats of mass surveillance, invasions of privacy and security and lack of trustworthiness.  To develop a digital government policy which meets the needs of citizens in the 21st century requires dialogue between citizens and government, which is facilitated by civil servants who are trained and supported to manage fundamental changes in their ways of working.  This requires cross-government policies which are integrated and driven by a vision of the future, where government plays an important role in society.

4.0 Conclusion

In the UK, digital government has reached an important stage of development, where an increasing number of public services are being delivered partly or wholly through digital systems.  There are still important issues to be addressed, including widening digital literacy to include older people, people with disabilities and low income groups.  Increased work with people who do not use on-line services will be needed in order to avoid a two-tier system of access to public services. 

The UN has highlighted the importance of training for civil servants in digital skills to enable them to contribute to the design and delivery of digital services.   Current UK government approaches to skills development are inadequate.  A more effective workforce planning approach is needed.  The problems of using private sector expertise in digitalisation are well documented and this should inform future digitalisation strategies. 

Government needs to learn from some of the experiences of recent digitalisation. The private sector uses digitalisation as part of an expansion strategy.   More long term planning is needed rather than responding to short term demands.  Increased integration of digital strategies across departments and agencies is also needed to minimise risk in the digitalisation of public services.  Both the digitalisation of HMRC and Universal Credit show the weaknesses of current government approaches.  The experience of Universal Credit shows the weaknesses of the ‘agile’ management system and the lack of senior management capacity as well a failure to plan for any anticipated shortcomings of the new IT systems. 

 Staff surveys of the two departments undergoing the highest level of digitalisation show that effective management and leadership are not in place.  A high turnover of senior managers was one of the main causes of a lack of direction in the implementation of Universal Credit.  Many countries are using digitalisation for both efficiency reasons and to improve services to citizens but currently the UK is allowing reductions in public services and the size of government to dominate its digitalisation strategies.
This is a short term approach which will result in a lack of skilled public sector workers to implement on-line government services.  There will have to be changes in ways of working but these must be supported and effectively managed by government with the active involvement of public sector workers and trade unions.  
Jane Lethbridge 
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