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Key messages

Introduction

1. The Scottish Qualifications
Authority (SQA) is the national
awarding body for Scotland and its
main functions are set out in the
Education (Scotland) Act 1996. SQA
was formed in 1997, following the
merger of the Scottish Examination
Board and the Scottish Vocational
Education Council.

2. It is a non-departmental public
body (NDPB) sponsored by

the Education Department of

the Scottish Executive and has
responsibility for the development,
accreditation, assessment and
certification of qualifications in
Scotland (other than degrees and
some professional qualifications).

3. In 2005, the SQA received more
than 2.5 million entries from around
500,000 candidates. Qualifications
awarded ranged from National Units
to higher education qualifications.
Around 1,470 centres are approved
to offer SQA qualifications, including
schools, colleges, employers and
private training providers in Scotland
and elsewhere.

4. Since it was established, the
environment in which the SQA
operates has become more complex.
A much wider range of qualifications
is now on offer and the organisation
has developed new areas of

business through the expansion of its
commercial and international interests.

5. The SQA's expenditure has risen by
69 per cent since 1999/2000 and this
has required additional government
funding (Exhibit 1 overleaf). The
increased expenditure reflects a
range of factors. For example, the
more diverse range of qualifications
delivered by SQA has led to
additional costs associated with
assessing these qualifications.

6. In 2005/06, the SQA generated
£33.8 million in revenue through,

for example, examination fees and
consultancy assignments. The
revenue generated largely covers the
SQA's core functions of assessment
and certification. In addition, the SQA
received £10.6 million additional grant
funding and £6.9 million of other
government funding. The additional
grant funding is principally to cover
‘development costs’, which include
qualifications development. Total
government funding reduced from a
peak of £23.8 million in 2003/04 to
£17.5 million in 2005/06. Over the
same period, income generated has
increased by £6.7 million.

The study

7. One of the SQA's key functions is
to set, deliver and mark the annual

set of national examinations known

as the Diet. The results of these
examinations are issued in August and
include Standard Grades and Highers.

8. In 2000, the SQA encountered
significant problems with processing
the summer exam results, leading
to inaccuracy and incompleteness in
2.7 per cent of the results. A total of
17,000 candidates were affected.

9. Several investigative reports
recommended action across

a number of areas, including:
governance, planning, staffing,
communication, operational
processes, examination procedures,
data management and the Awards
Processing System. The SQA
developed an action plan to address
these issues and all subsequent Diets
have been completed successfully.

10. A set of performance measures
relating specifically to the Diet has
been agreed annually with the
Scottish Executive since 2001. These
detailed measures cover areas such

as the accuracy and timeliness of
results. All measures have been met
or exceeded in each year since 2001.

11. The overall aim of this study
was to assess the extent to which
the organisation has recovered from
its position in 2000. \We considered
whether the SQA's current risk and
performance management framework
is appropriate, whether the
organisation displays the principles
of good governance and whether

it demonstrates a commitment

1o best value through continuous
improvement.

Since 2000, the SQA has been
successful in re-establishing
customer and stakeholder
confidence in its core functions

12. The SQA mapped and documented
its key business activities in response
to the problems it encountered in
2000. This has led to a much better
understanding of the processes
underlying its core functions,

which are now linked to individual
responsibilities and accountabilities.

13. The SQA has received additional
resources since 2000 to help ensure
the successful delivery of its wider
range of core functions (Exhibit 2
overleaf). Between 2002/03 and
2005/06, charges for National
Qualifications and Scottish Vocational
Qualifications increased by 48 per
cent and charges for Higher National
Qualifications increased by 20 per
cent, in agreement with the Scottish
Executive. This reflects a move
towards setting charges at a level
that fully recovers the costs of core
service delivery.

14. Customer surveys and the
views of stakeholders indicate
that the organisation has become
more responsive and customer-
focused. The SQA's 2006 survey



Exhibit 1

SQA income and expenditure

The chart shows the increase over time of SQA's expenditure and how it has required additional grant funding from
the Scottish Executive to cover its development costs.
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SQA government funding and staffing
The chart shows the increase over time of the SQA's government funding and staffing.
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of its customers gave an overall
satisfaction index of 80 per cent,
putting it in the second quartile
when compared to other educational
bodies.' Respondents to the survey
also gave the SQA credit for its
openness and its communications.

15. The SQA has demonstrated

its commitment to continuous
improvement by introducing
reviews of staffing, its portfolio of
qualifications and the performance
of its business areas. These reviews
can form the platform for a more
critical challenge of the SQA's
operational processes.

The board and executive team
have shown commitment and
leadership in driving forward
improvements

16. Stakeholder confidence in the
SQA's work has improved markedly
since 2000 and the SQA's board
and senior management are highly
regarded by external stakeholders.

17. The SQA's senior management
has taken a ‘hands-on’ approach

to managing the organisation’s
core functions in order to achieve
the necessary improvements. The
board has closely monitored that
work. Risks are managed through
a risk register and there are regular
meetings across all areas of activity
to ensure comprehensive coverage
of issues.

18. There is, however, a risk that
concentrating on detailed monitoring
can detract from strategic level
thinking. The board has recognised
this and in June 2006 agreed to
adopt a more strategic approach,
supporting the principles of good
governance. This will require
streamlining of the information
presented to the board and a greater
focus on strategic risk assessment.

19. The executive team also needs
to continue to develop a more
strategic approach now that systems
and processes are well developed
and functioning effectively. This will
involve a greater concentration on
key risks and issues.

20. Although much has been
achieved, the latest staff survey
suggests that there remains scope
for further improvement in the role
of management. In the 2005/06 staff
survey, only 37 per cent of staff felt
that senior management provided
staff with a clear sense of direction,
reinforcing the need for a more
strategic approach by the senior
management team.

The SQA's corporate planning
process has established clear
objectives, but performance
management information is not
clearly linked to these objectives
at present.

21. The SQA produces a rolling
three-year corporate plan which is
combined with its annual business
plan. This document, approved
annually by Ministers, clearly sets out
the SQA's vision, mission, values and
key objectives.

22. Five key objectives are
backed by 19 corporate objectives
and 73 business objectives.

23. The SQA now involves its
stakeholders in the development of
its corporate plans and 86 per cent
of staff stated they understood how
their work contributed to SQA's
strategies and goals.

24. Performance against objectives
is reported monthly to the executive
team and quarterly to the board

and the Scottish Executive.
Progress is, however, monitored by

management mainly at the level of
detailed business objectives, with an
emphasis on process.

25. The annual report includes
performance indicators. On the
basis of those indicators the SQA's
performance has generally improved
since 2001/02. Exhibit 3 (overleaf)
shows the SQA's progress with each
of its current performance indicators.

26. The SQA recognises that the
current set of performance indicators
is not fit for purpose. The indicators
are not used as active tools in
managing performance and do

not link clearly to objectives. They
focus more on the organisation’s
processes than on its impact.

27. The SQA needs to provide a
high-level picture of performance
which internal and external
stakeholders can use to assess
performance.

28. The SQA is reviewing its
performance indicators as part

of its development of a balanced
scorecard approach to performance
management. The scorecard format
will be presented to the board in
November 2006.

29. The introduction of a balanced
scorecard gives the SQA the
opportunity to focus on key
measures of impact, linked to its
five key objectives, rather than
more process-driven indicators.
This will provide a clearer picture of
performance for both internal and
external users.

1 The comparative bodies include other UK examinations authorities, accountancy bodies and other examinations providers such as City & Guilds.
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Exhibit 3

SQA performance indicators for Annual Report 2005/06

Although some performance indicators were established in 2001/02 and 2002/03, the first year in which they were
fully applicable was 2003/04, as part of the Corporate Plan 2003-06. Note: blank entries mean that the indicator
was not measured.

2

Indicators

Ensure the exam Diet and certification arrangements
continue to meet the published schedule and agreed
performance indicators.

Ensure high customer satisfaction ratings for the
credibility of SQA qualifications:

- Standard grade

- Intermediate 1&2

- Highers

- Advanced Highers

- HNC/Ds

- SVQs

Ensure an 80% customer satisfaction rating for SQA's

quality assurance arrangements.

Respond to customer complaints within published
timescales (10 days).

Achieve 75% customer satisfaction for consultation
and responsiveness.

Achieve 80% satisfaction rating for SQA's relations
with partners.

Develop strategic agreements with all partners.

Ensure that staff and other non-appointee costs remain
constant in absolute terms for the period 2003-05.
Reduce the area of office space by 10%.

Achieve an 85% customer satisfaction rating for
SQA's operational efficiency.

Achieve an 80% satisfaction rating for SQA's website.

Achieve an 80% customer satisfaction rating for the
delivery of SQA's products and services.

Achieve more than 95% of data transfer through
electronic means.

Achieve 75% staff satisfaction with SQA as an
employer.

Maintain staff turnover between 10-15%.

Percentage of staff who have a clear understanding
of personal objectives.

Percentage of staff who feel sufficiently informed
about what is going on at SQA.

Reduce the average staff absence rate to below 8.5
days per annum (days).

Become seh‘-ﬂnancing.2
Achieve a 75% credibility rating.
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The current definition of self-financing used by the SQA refers to ensuring that the costs of its core services are met by charges and other income.

Source: SQA



The SQA is developing a deeper
understanding of the link
between costs and activities
and is beginning to benchmark
its functions against other
organisations

30. In the past two years the

SQA has made progress in linking
costs with activities and income
generated (for example, through
fees for examinations). This is giving
the SQA a clearer understanding of
the financial impact of its work and
helping it to align plans and targets
with available resources.

31. The continued development and
refinement of this work is particularly
important in developing a set of key
performance indicators that can be
used in performance management.

32. The SQA should continue to
adopt a more strategic approach,
and explore systematically the scope
for efficiency savings. The SQA's
modernisation agenda will highlight
some opportunities for savings and
the organisation is already working
towards generating efficiency
savings through e-learning and
assessment.

33. The SQA has started to
benchmark its functions against
other comparable organisations and
the information obtained should

be incorporated in the balanced
scorecard.

34. Audit Scotland has also
undertaken a benchmarking exercise
comparing key aspects of the SQA's
operations and activities with other
organisations concerned with the
provision of qualifications in the UK.

35. There are complexities in
benchmarking the SQA with other
UK organisations as roles and
responsibilities vary considerably.
However, the exercise has
highlighted potential areas for further
investigation such as unit costing for
types of examinations. It has also
identified willingness on the part of
all organisations involved to pursue
this further.
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Key recommendations

e The SQA should use
its reviews of staffing,
qualifications portfolio and
business areas to provide a
more critical challenge of its
products and processes.

e The board and senior
management of SQA should
continue to develop a more
strategic focus based on the
key risks facing the business.

e The SQA should develop its key
performance indicators, linked
to key objectives, as part of
its development of a balanced
scorecard.

e The SQA should continue to
explore the scope for efficiency
savings including opportunities
presented by the SQA's
modernisation agenda.

e The SQA should continue to
refine its work linking costs with
activities, to further improve its
understanding of its cost base
and to inform the setting of
charges for qualifications.

e The SQA should explore
the opportunities for greater
use of benchmarking to
inform performance
management activity.
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