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BUDGET SENSITIVE IN-CONFIDENCE

3. Tiered support model: This will allow MSD to prioritise services to
where our face-to-face support will have the greatest impact. The
model recognises that some clients require proactive and tailored
support to reach a sustainable outcome, while others simply require
access to support and can reach their outcome independently.

4. Omnichannel: Omnichannel means a seamless and integrated
client experience across multiple communication channels. MSD will
use the channels optimally to manage demand, capacity and client
complexity. As much as possible, a client's interactions with MSD
will use self-managed channels.

5. Integrated services: We will provide an integrated income,
employment and housing service where required and based on what
clients need, so clients can have an easier and more cohesive
service experience.

6. Integrated engagement with employers and partners: MSD
will take a more integrated approach to engaging with employers
and partners across the social sector system. We will put in place
processes and systems to efficiently share information, coordinate
and contract with employers and partners, streamlining how they
work with us.

Social Sector Leadership

We recognise that through our business transformation we
will have a service transformation role for the social sector

With commitment and funding certainty, MSD will ensure it is maximising
the use of existing best practice for technical design, and also enabling
investments that follow. MSD is already one of the biggest adopters of
services from across the New Zealand Government. An example is the
Client Verification Service (Department of Internal Affairs (DIA) provides
this service) that MSD are now using to verify clients’ identity rather than
coming into Service Centres. This is evidence of MSD adopting all of
Government standards and services to align and contribute towards an
unified digital experience for citizens.

In relation to the Digital Employment Service (DES), MSD has engaged
with the Ministry of Business, Innovation and Employment, including their
Business Connect team. Business Connect is the online platform where
businesses can manage licences and permits from across government in
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Policy and legislative enablers

Transformation will require policy and legislative changes
to be delivered in parallel

Delivering the Transformation requires policy and legislative enablers that
are dependencies for the delivery of some benefits.
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Economic Case

The Ministry, recognising the Government'’s priorities of fiscal
sustainability, cutting red tape and delivering affordable, quality public
services, has re-examined the options for delivering the Programme and
explored the ways the cost of the Programme could be managed
including via changes to the scope and sequencing of delivery, and/or
delaying investment.

There are three options that are variations on the options in DBC1:

Option A: Stop the programme and maintain status quo - stop the
Programme and continue to make ad hoc/just-in-time
remediation.

Option B: Technology change only - replace core systems but do not
deliver operating model and service model changes.

Option C: Transformation - a re-sequenced Te Pae Tawhiti
Programme delivering operating model and service model
change, and technology change. This is refinement on the
preferred option in the PBC and DBC1.

Delivering a sustainable welfare system that achieves the Government's
outcomes in the future requires MSD to have a flexible and responsive
operating model, integrated services, and modern systems with cross-
agency interoperability. Therefore, the Ministry recommends Option C:
Transformation for the following reasons:

e It delivers the operating model, technology and business process
changes that enable a sustainable welfare system for the future.

e It enables MSD to deliver more effectively targeted and integrated
services across Work, Partnering and Payments.

e It delivers the highest level of benefits including efficiencies and
cost savings.

e It delivers the greatest achievement of the investment objectives.

o s 92)Hv)

e It is the only option that sets up MSD to respond to change quickly,
manage demand and target investment to deliver a sustainable
welfare system.
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Option A: Stop the Programme and maintain
status quo

Stopping the Programme would require a significant
investment from Government and does not deliver a
sustainable welfare system for the future...

Under this option, MSD would stop the Programme at the end of
December 2024, would not transform, and would continue to deliver
services within the constraints of our existing service model, systems and
business processes.

This option means:

MSD would not be able to integrate its services across work,
payments and partnering.

MSD would face significant barriers to achieving outcomes to
improve employment outcomes, reducing benefit dependency and
targeting support and services.

Clients would continue to face difficult, repetitive and time-
consuming processes to get the support they need and receive the
same service as they do today.

Clients who want to self-manage would continue to face
fragmented processes and digital services that are time-consuming
and challenging to navigate. They would still have to shift
channels, repeating information many times. Clients would
continue to have difficulty understanding their eligibility and
obligations.

Working with partners would continue to be constrained by
technology and business process.

Staff would continue to spend significant amounts of time
navigating our processes. They would have to access multiple
systems and incomplete datasets that lead to substantial delays
and rework. They would be limited in their ability to fully
understand clients and their needs.

Costs of service delivery, especially when changes or extension to
services were required, would continue to escalate. We would need
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Option B: Technology Change Only

This option does not deliver a sustainable welfare system
for the future

Under this option, MSD would not transform and would continue to
deliver services within the constraints of our existing service model and
business processes.

This option means:

¢ We would not be able to implement a tiered service delivery model
that enables the allocation of resources and investment to target
the right services to the right people in an efficient and effective
manner.

e There would not be the opportunity for MSD to make significant
organisational shifts that support the service model changes and
new, efficient, and integrated ways of working.

e There would be no significant reduction in staff processing effort
that can be released to case management or other services.

e MSD would face significant barriers to achieving outcomes to
improve employment outcomes, reducing benefit dependency and
targeting support and services.

e Clients who want to self-manage would continue to face some
fragmented processes and digital services that are time-consuming
and challenging to navigate. They would still have to shift
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channels, repeating information many times. Clients will continue
to have difficulty understanding their eligibility and obligations.

e Working with partners would continue to be constrained by
ineffective practice and commissioning of services.

This means the Ministry will need to add more people to its workforce in
the coming years to meet increasing demand and complexity, with
corresponding increases in baseline funding.

It involves the progressive and planned replacement of
core systems

This option would involve the progressive and planned replacement of
core technology systems ultimately resulting in a modern technology
environment spanning:

e Eligibility and entitlement systems
¢ Client management systems

e Digital

e Employment

e Contracting and commissioning.

As systems are replaced, processes, business rules and data embedded
in those systems would be migrated from old to new, and the risks
associated with critical systems would decrease. Improvements would
occur in our ability to make changes needed to implement Government
policy. While this option would replace the Ministry's commissioning and
contracting legacy systems, a more strategic approach to commissioning
and partnering is out of scope.

Te Pae Tawhiti Programme Horizon One Detailed Business Case 52 | 138
ECONOMIC CASE

72vh7ewzmz 2024-12-18 08:23:22






BUDGET SENSITIVE IN-CONFIDENCE

Option C: Transformation (preferred option)

Under this option MSD would transform its underlying
technology, business process and service model, and
deliver a sustainable welfare system for the future

This option is a refinement of the preferred option in DBC1. It reflects
our learnings to date in Horizon One plus the experience of other
organisations that have successfully delivered transformation
programmes. It involves the redesign and rebuilding of the way we
deliver integrated products and services to New Zealanders across Work,
Partnering and Payments, enabled by modern systems and processes.

It includes:

e Modernising the core government payments system and leveraging
the business process and operating model changes that could be
achieved through new technology.

e A service approach that offers multiple tiers of escalating support,
so the right level of help is available.

e Shifting our staffing effort from processing to face-to-face work
focused service delivery.

e Increased capability to deliver case management.

e An improved system to support partnering for outcomes with
community providers which allows for social investment
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commissioning, improved insights and operational intelligence to
target services more effectively.

¢ A modern technology environment that spans digital and self-
service; eligibility and entitlement systems; client management
systems; employment; and contracting and commissioning.

This option:
e Creates efficiencies and improves the services provided.

e Reduces staff processing effort and enables the shift of effort from
manual processes to case management.

e Increases current people capability to better support New
Zealanders and be better positioned to help people into
employment and stay employed, reducing benefit dependency.

e Enables us to implement policy change faster.

e Significantly reduces risk of system failures and maximises
investment across government by establishing common payments
and case management patterns that could be leveraged by other
agencies.

e Takes advantage of new opportunities enabled by new capabilities
such as Al, Cloud, and Identity.

The new service model will support the investment-based targeting of
services and support to clients. The Transformation option will create
sizeable efficiencies and improve the effectiveness of services provided.

This option delivers benefits for the following groups:

e New Zealanders will more easily understand their entitlements
and relevant obligations, reducing repeat contacts and
overpayment debt. This option will enable modern, digital self-
service, particularly for New Zealanders with straightforward
entitlements and needs. It delivers improved outcomes for New
Zealanders by:

- Helping people get into work and stay in work.

- Engaging early, ensuring people understand their
entitlements and obligations, and providing the right services
at the right time, reducing repeat contacts and
overpayments.
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Differences to DBC1 Transformation

The preferred option set out in this business case delivers
benefits for all client cohorts earlier...

DBC1 proposed a client cohort approach to delivery, starting with
students and then moving on to working age clients in Horizon Two and
seniors in Horizon Three. The rationale was that this would reduce
implementation risk and build delivery confidence. Starting with
students, who have higher digital literacy and lower complexity to
implement, would enable MSD to retire a key ageing, and at-risk system.

While this approach made sense from a client service experience
perspective, further work undertaken over the last 18 months (including
insights from the Service Experience procurement process) has shown
that MSD could not deliver for students without building and configuring
most of the core functional capabilities needed for all cohorts upfront. We
would be building capabilities to deliver for a smaller group of clients that
could deliver value sooner for all client cohorts.

We propose a revised implementation approach, which
provides more flexibility up front to focus on employment
outcomes and benefit dependency...

We re-examined options for implementation including the client cohort
approach recommended in DBC1, a product-based implementation, a
“Big Bang” delivery approach, heritage decommissioning (i.e.
implementing key system components allowing heritage systems to be
decommissioned), and a user-experience/client interface-based
approach.

We are recommending a combination of a client cohort-based and
product segmented delivery approach. This will be done at small scale,
starting with clients who are deemed straight forward/low complexity
and who access straight forward and low complexity products and then
expanded.
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The key benefits of taking this approach include it:

Largely eliminates current state constraints on future state design.

Limits co-existence with heritage systems and allows us to stage
technology delivery and client / staff / partner adoption
incrementally to manage risk.

Allows us to be transformational with our future design eliminating
current state constraints.

Enables us to test real world scenarios early in the development
cycle, to integrate learnings as we go.

Enables us to take an overall enterprise perspective on
transitioning MSD to the new platform.

Enables us to focus and align to the Future Service Model and
Target Operating Model as they are further defined and developed.

This approach delivers greater value earlier through:

Earlier return on investment and realisation of benefits:

— It will implement foundational technology components
sooner.

- More clients can access an improved service sooner.

- It enables us to shift our focus to supporting more clients
into employment.

Freeing up capacity, allowing more staff to focus on employment
exits.

Better management of technical debt:

- We will be able to turn off old systems as new functionalities
are built and deployed, as opposed to managing co-existence
for extended periods.

- We now know what solutions the Programme intends to
purchase and implement - this certainty means we can
reduce regrettable spend (i.e. not put in workarounds for
existing systems) and make different enterprise decisions as
a result of having a clear technology product strategy.
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Future Flexibility and Options

Our implementation approach and iterative programme planning enable
us to provide options on accelerating or slowing the Programme (or
deliverables within the Programme) to meet changing Government
priorities and social, economic and technological changes over the course
of the Programme. §9@)0Hv)

On the question of whether the programme can be accelerated to deliver
the benefits sooner, at this stage we continue to consider and assess
information including the additional delivery risk of accelerating the
technology and service change implementation. Transition and
decommissioning of systems is also a constraint on acceleration. As we
learn more about the delivery risk of the technology/service changes, we
will consider options to accelerate the delivery.
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Commercial Case

Market Engagement

The Ministry has undertaken market engagement for many
of the products and services required for Transformation

The Ministry has undertaken comprehensive market engagement and
procurement approaches to identify the partners and products needed for
Transformation. We have followed the Procurement Strategy outlined in
the PBC and the approach outlined in DBC1.

In 2022, prior to the commencement of Horizon One, we completed the
following market engagement activities:

1. Market research: We commissioned international research
companies to provide market intelligence. Gartner® provided
analysis and insights reports on Service Experience platforms.
Forrester provided targeted research on key platforms that could
meet the Ministry’s needs, and a report on Global Human Social
Services technology trends and emerging platforms.

2. Market-led showcase: In June 2022 we published a market briefing
document on GETS and invited vendors to respond. Five vendors
were asked to participate in deep-dive sessions to demonstrate
their capabilities and how they could meet MSD’s requirements. This
included providing information on approaches to implementation
and the potential effort and costs.

3. Strategic partner insights: We commissioned Accenture’ to deliver
two digital platform case studies on design and implementations
from other relevant jurisdictions.

We have selected preferred suppliers for Service Experience
and Digital Employment Service
In 2023, we commenced an extensive procurement process to address

the most significant service requirements and technology capability risks.
This included Request for Proposals (RFP) with detailed, written responses

6 See www.gartner.com
7 See www.accenture.com/
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to requirements, presentations, build challenges, and partner and
capability showcases. As a result of this process, we have completed the
following:

1. Selection of preferred supplier for Digital Employment Service
(DES): WCC? was selected as the preferred supplier and a
professional services agreement has been signed covering the
discovery and design phases (but not the implementation at this
stage).

2. Selection of preferred supplier for Service Experience Platform
(SEP): A provider coalition led by PwC® was identified as the
preferred supplier and following negotiations, a master services
agreement was put in place. Our SEP partner has been contracted
under the first statement of work to carry out the discovery phase
(but not the implementation at this stage).

Our SEP partner will implement on Salesforce'® and Adobe!?!
software platforms. The Ministry has existing commercial
relationships with both of these vendors and will utilise these to
negotiate license agreements. Other organisations that as part of
the PwC-led coalition will provide products and services include
Assurity, Ghost UX, Sysdoc and Microsoft, all of which will supply
under back-to-back agreements with PwC.

3. Selection of platform for Effective Commissioning and Contracting —
Kotahitanga: The Ministry is using its existing Oracle FMIS platform
to deliver the commissioning and contracting requirements of
Kotahitanga. The implementation is being led by Accenture, who is
the Ministry’s implementation partner for Oracle. The project is well
advanced.

For DES and SEP, we have undertaken significant post-procurement
discovery processes to validate the solution features and capabilities
against core requirements. Discovery processes are key to providing
greater certainty that the solutions can address detailed requirements.
This process has revealed opportunities for accelerated/more integrated

8 See www.wcc-group.com/employment/
9 See www.pwc.com/gx

10 See www.salesforce.com/au

11 See www.adobe.com/nz
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delivery and has enabled us to refine the costings, which have informed
this business case.

Probity, Assurance and Legal Advice

MSD followed Government Procurement Rules

The Ministry followed best practice as well as ensuing that all of the
Government Procurement Rules were adhered to in our commercial
engagement. This included seeking endorsement of the procurement
plans from New Zealand Government Procurement prior to release to
ensure that we followed the principles and ethos for public sector
procurement.

We had external probity support...

The Ministry engaged external probity support from McHale Group, who
were involved throughout the procurement process from the initial design
of the procurement plan to market engagement, evaluation and
moderation. McHale provided probity assurance reports at the end of each
stage of the procurement and a final report after the preferred supplier
was identified. McHale reviewed all process documentation including
evaluation recommendation reports and evaluation scoresheets.

Suppliers were made aware of the engagement of McHale and were
encouraged to contact them if there were any concerns with regards to
probity. McHale implemented their probity confirmation process across
both SEP and DES procurements. In the SEP procurement, each
respondent confirmed they were comfortable with the probity process and
no probity concerns were raised by any of the respondents.

An unsuccessful party made a complaint about the outcome of the
process of the DES procurement. This complaint was reviewed by McHale
as well as an independent review by external legal counsel and found that
there was no support to the allegations made.

...and external legal advice

We supplemented our internal legal resources with expertise from Buddle
Findlay, who formed part of the procurement team, providing advice on
proposed contractual terms and the negotiation of agreements.
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e Reduce cost and delivery risks by establishing Programme service
integration and provider performance management practices.

e Develop relevant service provider management strategies and
oversees the execution of these.

e Monitor ongoing performance of provider/partner relationships and
performance.

e Mitigate commercial and delivery risk.

Establishing and implementing partner and vendor management
approaches and practises are important to ensure:

¢ We maximise the value from our partners and vendors.
e We understand and minimise risks.

¢ We have aligned and appropriate contractual and commercial
commitments.

e Performance and ways of working expectations are clear and
managed.

e Accountabilities, decision making and governance are clear.
e We have clear issue resolution approaches and procedures.

We will continue to be the aggregator for the Programme across its
Transformation partners and suppliers, recognising we will need to
augment our own capabilities with additional expertise from the market.

Strong coordination and management of partners and suppliers to deliver
and integrate key dependencies will be vital to the success of the
Programme. To address this, we have dedicated commercial and legal
resources to ensure contracts are aligned and managed successfully and
contractual, commercial, and performance management frameworks are
in place.

Commercial Risks of Funding Uncertainty

Uncertainty of funding over the life of the Programme leaves the Ministry
in a weak commercial position with vendors. Costs increase as the
Ministry’s negotiating ability reduces, with implications for delivery.
Certainty of funding would allow the Programme to build the capacity it
needs to be successful, to discuss multi-year arrangements and
investment options with vendors, and to signal intent to industry so that
they need to commit their best talent. It would also enable the
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Programme to ensure it gains access to partners’ global talent hubs,
which is critical for development and configuration work. Commitment
would also send a strong signal to the software vendors to add features to
their product roadmap and future releases. This risk is discussed further

in the Financial Case below.
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Financial Case

At present the Programme is operating with a two-year funding envelope.
This limits MSD's ability to:

¢ Build and maintain its own capability and capacity for the life of the
Programme.

e Enter into the best possible commercial deals with partners and
suppliers.

e Develop the most optimal architecture, delivery plans and
sequences.

e Optimise the delivery of benefits of the Programme.

The Ministry needs funding certainty for the Programme to ensure we
can:

¢ Deliver most cost-effectively over the life of the Programme.
e Build the capability and capacity within MSD.

¢ Develop multi-year arrangements and investment options with
vendors, and signal intent to industry so that they commit their best
talent to the Programme.

e Develop the optimal business and systems architecture and delivery
plans to maximise benefits and return-on-investment.
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This financial case includes updated Programme costs and benefits
reflecting the following:

e Funding for Year 1 and 2 of Horizon One as part of Budget 2023.
e Actual costs incurred to date in Horizon One.
e Updated benefits as set out in the Strategic Case.

e Market engagement to date and knowledge gained about the
products and services to deliver the technology requirements and
Future Service Model.

e Re-estimated costs based on work completed in Horizon One.

This financial case covers the following:

Updated whole programme costs by horizon and year.

Funding required for completion of Horizon One in FY2026.

Funding required for Horizon Two covering FY2027 - FY2029.

Funding required for Horizon Three covering FY2030 - FY2032.
s 9(2)(M(iv)

Horizon One funding

In April 2023, joint Ministers with delegated authority from Cabinet
agreed to the tranche of funding for two years of the Programme.

The total funding amount agreed in Budget 2023 was up to $183 million
($150.8 million operating and $32.2 million capital) over the 2023/24 and
2024/25 financial years, consisting of:

e $20 million appropriated directly in the 2023/24 financial year to
enable Te Pae Tawhiti transformation to continue.

e $80 million held in tagged contingency to enable Horizon One to
begin once confirmed by Cabinet.

e Up to $83 million of further savings from within MSD’s baseline.
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DBC1 stated that we would return for continued funding in Budget 2025
for Year 3 of Horizon One. §9@2)Hv) funding is included
in this business case.

All-of-Programme costs

MSD has significantly enhanced its cost models to refine and validate the
Programme costs using a range of costing approaches. The revised
estimated Programme costs for the preferred option amount to a total
investment of §9@2)MH)

These estimated are shown in Table 11 -
Estimated Programme Costs for Preferred Option below.
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The funding requirements are summarised in the table below.

Table 13 - Funding Requirements by Horizon
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Table 14 - NPV of Programme Investment
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Management Case

The Ministry is delivering the Programme on time and tightly managing
the investment profile to ensure it delivers in the current fiscal
environment.

The Ministry understands the risks of delivering large scale change
alongside continued delivery of business-as-usual services in an
organisation as complex as MSD. We have learned from other
programmes and projects in New Zealand and internationally, and have
spent time putting in place the foundations to create delivery confidence,
with particular focus on the following areas:

1. Growing our capability and capacity to deliver.
2. Strengthening governance, leadership and assurance.

3. Balancing Transformation and other delivery - creating time, space
and focus.

4. Developing a Programme delivery model that integrates
architecture, planning, delivery and change, and benefit
management.

5. Learning from NZ and international transformation experts.

Each of these areas are discussed below.

We have built the capability and capacity to deliver

We have spent time building capability and attracting the talent we need
including for design, architecture, implementation, change and
engagement, and specialist technical skills. We have built a team that has
the skills and capacity to successfully deliver the service changes, process
design and technology changes that comprise Transformation. We have
engaged subject matter experts from our frontline staff to help design
and deliver the change required.

We do not have all the required capability internally, so we have gone to
market to supplement our own expertise. We have engaged
transformation partners comprising international and New Zealand
companies to help deliver the service and technology changes, and to
share the delivery risk, particularly where commercial organisations are
best placed to develop and maintain solutions over time.
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Our governance and leadership are fit for purpose

The Ministry’s governance and leadership has been enhanced to
effectively manage the Programme alongside business-as-usual priorities.
It includes the following key elements:

e MSD’s primary governance body is the Leadership Team, comprising
our Chief Executive and DCEs. The Leadership Team is responsible
for setting our strategic direction, driving organisational
performance, overseeing organisational risk and assurance,
managing finances and leading a positive culture.

e The Deputy Chief Executive (DCE) Service Delivery is the Senior
Responsible Officer (SRO) and provides direct accountability to the
Leadership Team for the Programme. The DCE Service Delivery is
the largest benefit owner of the Programme.

e The DCE Transformation is responsible for overall leadership and
direction of the Programme, ensuring timely and quality delivery of
the work programme. They are responsible for ensuring the
effective design and delivery of service change supported by
enabling change across core components of the Ministry’s operating
model.

e The SRO and DCE Transformation are supported by the Programme
Director and a Programme Delivery Steering Group (PDSG). The
PDSG aligns and integrates delivery across the Programme to
achieve outcomes as specified in the business case.

e Te Pae Tawhiti Programme Committee is the primary governance
for the Programme and is chaired by the SRO. It ensures
programme investment is robust, assurance is appropriate and
strategic objectives set out in the business case are achieved.

e The Programme Committee is part of MSD’s enterprise governance,
which provides wider support and assurance. Four independent
advisors sit on Te Pae Tawhiti Programme Committee, providing
effective insight and challenge.

e The core delivery workstreams of the Programme have Workstream
Delivery Groups, which direct the workstream and maintain
alignment with the Programme and MSD’s way of working to
support efficient and rapid delivery outcomes that enable the
expected outcomes and benefits.
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The governance and leadership structure has proven fit-for-purpose in
managing the Programme delivery in Horizon One. We will continue to
ensure the governance and leadership structure is responsive and
adaptive over the life of the Programme, and that we have the right
decision pathways and the right people on governance.

The full governance and leadership structure for the Programme is shown
in APPENDIX D: Programme Governance and Leadership.

We have an assurance plan in place including independent
assurance

The Te Pae Tawhiti Programme Assurance Plan aligns to the GCDO’s six
principles of good assurance:

1. Assurance by design
Flexible
Informs key decisions

Independent and impartial

a kA 0D

Risk and outcomes based
6. Accountability.

The Assurance Plan is consistent with the Ministry’s Five Lines model. It
includes a variety of tools to provide independent assurance including
Gateway Reviews, Independent Quality Assurance, and independent
advisors on the Programme’s governance group who provide effective
insight and challenge.

We have a track record of implementing change...

The Ministry has a proven record of successfully implementing large scale
change including major government reforms and significant machinery of
government changes — most recently the transfer of Disability Support
Services to MSD in September 2024. This capability has been
acknowledged in various reviews and assessments, for example the PIF
review of MSD 2011 and follow-up review 2013, and the Baseline Review
of MSD 2019.

We have also demonstrated successful change delivery by completing, on
time and to budget, two technology-enabled programmes in recent years
- implementing a new Oracle financial management system and a new
payroll system.
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...and have the change management and engagement
processes and capabilities in place to deliver the size and
complexity of Transformation

The Programme is leveraging the Ministry’s existing change methodology,
processes, tools, and templates - tailoring and enhancing these as
required to manage change within the Programme. Our change approach
is divided into three stages: plan and assess (warm-up), enable and
implement (launch), and embed and sustain (follow-up).

A change strategy for the Programme was approved in December 2023. It
sets out how the Programme uses MSD’s change approach and how it will
support Programme service streams and teams. Completed work now
includes an initial consolidated view of MSD’s work programme and a
consolidated view of stakeholders. Additionally, an enterprise-wide view
of change impacts is in development. Together these views will inform
and enable:

e deliberate and co-ordinated decisions to going live with initiatives

e a complete view of activity across MSD, and what change activities
may mean for business units, clients, and external partners

e an indication of the possible impact any initiatives (and go-live
timing) may have on performance.

We will use a standard and repeatable change rhythm within these phases
to enact a set of change activities over the life of a specific change, from
the initial design of the change/improvement, through to embedding the
change in business-as-usual. MSD’s change toolset has been
strengthened, a quality assurance framework developed, and regular
reviews planned. The change workstream of the Programme and the MSD
Change Team will support the organisation through the lifecycle of the
change. We will embed change practitioners across the Programme to
ensure they have an in-depth understanding of the changes, are
connected to those impacted, and are well-positioned to support roll-out
activity. These embedded practitioners will be supported, at a strategic
level, by a small core Programme Change Team.

As part of implementing the change strategy and in partnership with the
change practice, the existing Te Kupenga Ora change network has been
reviewed and strengthened. We will build on this existing network to raise
awareness of, and support staff through, the service changes. Change at
MSD is leader-led and development and support for leaders to lead their
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teams successfully through change is a vital part of successfully delivering
transformation.

The Programme uses existing relationship owners to drive engagement
about the Programme through existing channels and networks. This
ensures the alignment of messages about the whole organisation and
consistent points of contact and trusted relationship are not disrupted.
Relationship holders will be supported with information and key messages
to ensure they are equipped for these important engagements.

In light of our role in the sector we recognise it is critical that we engage
with other key government agencies to ensure we are joined-up and
support delivering affordable, quality public services. This is supported by
an engagement plan that considers how to involve agencies who do not
have a direct role in the sector but have an interest in some aspects of
what the Programme is delivering (e.g. case management).

Our engagement will reflect the diversity of people who interact with us.
Engagement will help us discover, design, test and iterate with
representatives across all our stakeholder groups.

Further detail on our engagement and design approaches is detailed in
DBC1.

We have learned from New Zealand and international
transformation experts.

The Ministry is learning from other organisations who have undertaken
equivalent transformations.

Insights from Inland Revenue’s and ACC’s transformations have informed
our Programme design, and we have people from those transformations
working on the Programme. We have learned from Inland Revenue, who
constantly reviewed their governance and made changes to ensure it was
fit for purpose at all phases of their transformation. We adopted and
implemented the Inland Revenue pattern in the implementation of our
new payroll and financial management systems, and we are leveraging
this investment in the replacement of our commissioning and contracting
legacy systems.
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Inland Revenue’s procurement learnings are informing our Programme,
including:

e aligning contracting transformation frameworks to the Programme
methodology

e linking contract provisions for products and services to key
milestones and/or outcomes

e structured payment regimes to ensure suppliers have ‘skin in the
game’

e structured frameworks for managing different tiers of suppliers.

There is a natural limit to what MSD can leverage from Inland Revenue’s
Business Transformation beyond the above and lessons learned because:

e social sector eligibility and entitlement rules and workflows based
on legislation are very different to that of a tax system

e social sector commissioning (i.e. partnering) is very different to that
of tax agents

¢ Inland Revenue adopted a non-cloud-native commercial off the shelf
specialist tax package.

We are learning from investment and implementation patterns from ACC
adopting similar technology platforms, including:

e reuse of integration patterns

e patterns that will inform the development of our Client Engagement
Practice

e Genesys Contact Centre.

We collaborate with our international peers through the Windsor Working
Group of social welfare agencies from New Zealand, Australia, Canada,
United Kingdom (UK), Ireland, and the United States.

We work closely with Employment and Social Development Canada,
Services Australia and the UK Department of Work and Pensions to share
insights and critically review each other’s work.

We have established the Bilateral Transformation Advisory Group with
Employment and Social Development Canada to share learnings, as they
are at least two years ahead of us in their transformation.
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Programme Delivery Model

The Programme has developed a delivery model to ensure there is
consistent approach to planning, designing and implementing change.
Regular reporting to the Programme leadership ensures there is visibility
of the overall work programme including where there are risks or
pressure points.

The model enables strong integration of all design, implementation, and
change activities, easier management of resource conflicts, and
streamlined governance and management. It uses various programme
delivery methods, depending on scope or phase, including, where
appropriate, agile and more traditional “waterfall” delivery methods.

The Programme Delivery Model is underpinned by:

e The Target Operating Model that defines the end state to which
each initiative and release contribute.

e Effective governance and assurance to ensure that the
programme delivery remains aligned to the Target Operating Model,
benefits are realised, and the programme has the required level of
business support.

e Journey maps and blueprints that define the way in which MSD
will interact with its clients and partners.

e Aligned architectures that define how MSD systems, processes,
data and people will deliver services and against which each
initiative can be designed.

¢ Programme management practices that ensure there is effective
planning, control, risk and issue management, stakeholder
management, people management and benefit management.

With this model the Programme leverages a four-phase delivery method:

e Discover - the Discover phase establishes each initiative or release
within the Programme and identifies:

- Scope: ldentifying the scope of the business outcome with
clear traceability back to the Detailed Business Case, Te Pae
Tawhiti Benefits, the Future Service Model, and Programme
Blueprints ensures that new change initiatives are always in
alignment with the overall programme direction.
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- Current State: ldentifying current state technical
architecture, business processes, business rules, pain points
and legislation provides a basis against which the future state
design can be compared to determine the degree of change.

e Define - the Define Phase captures business, technical and data
requirements, facilitates procurement (if required), and identifies:

- Schedule

- Key delivery risks and issues
— Resources required to deliver
— Roles and Responsibilities

- Budget, and

- Stakeholders.

e Deliver - the Deliver phase enables delivery of the business
outcome through five key steps:

- Detailed Planning and Analysis analyses the Future
Service Model and the desired experience defined in Client,
Staff and Partner Blueprints to develop detailed Business
Requirements against which solution validation and Change
Impact assessments can occur.

- Design develops solution options, solution designs, data
migration plans, test plans and training plans.

- Build, Test and Train develops technical specifications,
builds the solution and conducts user acceptance testing.
Where appropriate solutions may be piloted or tested with
staff or partners to further refine the solution. Tailored change
management activity supports people to prepare for, launch
and embed the change.

- Business Readiness checks ensure that all aspects of the
delivery life cycle have been covered to ensure the change is
ready to go live.

- Deploy and Support implements the change and provides
immediate support to the business.

e Evolve - Initiative closure reports ensure that lessons learnt are
captured, improvement opportunities are identified and provide
assurance that all the scope has been delivered.
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Programme Risk Management

There are two significant risks to the delivery of the Programme - the

impact of ongoing business-as-usual change, Fa@@@9)
Y As

discussed above, MSD has the programme and organisational leadership,
governance, planning, engagement, and proposed funding and resourcing

arrangements in place to address the first risk. Ee@@@)

Risk management is an established process for the Ministry,
the Programme and its workstreams

The Programme’s Risk and Issue Management Strategy provides tools to
identify and manage risks and issues early, to minimise impacts to the
successful delivery of the Programme. DBC1 identified the key risk
management accountabilities within the Programme.

There is engagement and line of sight between the Programme and
relevant Ministry-wide risks, which are owned by the Leadership Team
with oversight and support from Governance committees.
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APPENDIX B: Economic Case
Options Analysis

Option A: Stop the Programme and maintain
status quo

The Option A costs are estimated at $1.15 billion. This includes:

Full Year 1 programme spend but no further programme costs with all
programme workstreams shut down immediately and unspent funding
returned.

Single system re-platforms for Ciram and associated systems and
applications, SWIFTT and associated systems and applications, and SAL
and associated systems and applications, including impacts to ongoing
vendor licence and support costs and the impacts on MSD IST resources.

Expected above inflation cost increases relating to the annual costs of
vendor support and licencing and the annual costs of specialist MSD IST
resources required to support current aging systems until system re-
platforming is complete.

s 9(2)(f(v)

These amounts have been calculated from:

1. Industry benchmarks relating to costs of replacing, like for like
platforms including costs associated with:

o Implementation - core configuration, data and rule migration,
validation and testing, system integration and co-existence,
system decommissioning.

o Licenses and support.
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2. Projected cost increases relating to the annual costs of vendor support
and licencing of current aging systems particularly due to the
increasing scarcity of NZ based specialist resources to support these
systems and to our increasing reliance on overseas service providers.
This support is needed until re-platforming is complete.

3. Recent procurement processes and includes co-existence/integration/
de-commissioning costs and programme overhead costs.

There are some benefits from single system re-platform in annual
expenditure for vendor licensing and support costs and fewer FTE to
support new platforms, which have been included in the estimated costs
for this option.

Unlike a full technology re-platform, single system re-platforming does not
fully address the complications and limitations of the status quo. However,
there would be some benefits from the new technology - potentially lower
testing and integration costs and a small lift in policy implementation
agility — but these have not been assessed.

Costs include alleviating critical system risk...

The costs for additional funding to alleviate critical system risk and
improve resilience have been modelled with reference to recent examples
of additional secured funding to maintain provision of services and reduce
critical system risk, which include:

e 2018 $24m Capex and $37m Opex over four years for Critical
Systems - Improving Resilience

- Disaster recovery platform built in Auckland

- Recovery processes optimised — payments processes
recoverable in four hours

e 2019 $51m Capex and $65m Opex over four years for Reducing
Risk in Critical Systems

- Software and security upgrades for third party software and
migration from aging hardware to service models

- Replacement of data warehouse and replacement of Identity /
Access Management System

e 2020 & 2021 $23.5m Capex and $31m Opex for Critical Service
Delivery Systems Contingency
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- Knowledge management and Single Client View (single source
of truth) - detailed discovery

- Eligibility & Entitlement - discovery to reduce system
fragmentation and duplication of statutory rules.

...and three significant policy implementations

The costs for three significant policy implementations have been included
in the articulation of costs. The level of funding required has been
informed by the costs incurred by MSD from implementing recent policy
changes, including:

e 2012-2013 welfare reform initiative, which was delivered over
three phases taking 24 months, costing $50.9 million with
approximately 615-715 FTEs involved.

e 2018-2019 family incomes package initiative, which took 26
months to deliver, costing $8.2 million with approximately 221 -
231 FTEs involved.
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The Option A estimated costs are shown in Table 20 - Option A Benefits
and Costs below.
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Table 20 - Option A Benefits and Costs
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The detailed costs for Option A are shown in Table 21 - Detailed Costs for Option A below.

Table 21 - Detailed Costs for Option A
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Option B: Technology change only

Option B costs are estimated at $1.667 billion §9@)®Hv)

It delivers the full technology re-platform articulated in Option C including
some business process optimisation and will positively impact the service
delivery model. However, Option B will not deliver a relational client
management transformation or a relational contracting and
commissioning model.

Elements of the Option C programme articulation removed from Option B
include:

e Design and implementation of approaches that support investment-
based targeted services and support to clients

e Service integration across work, payments and partnering
e Tiering of services based on need and demand

e Service model driven improvements to client, partner and staff
experience

e Building and strengthening partnerships with whanau, hapu, iwi,
and communities by working differently and supporting them to
achieve their wellbeing aspirations.

The Option A estimated costs are shown in Table 22 - Option B Benefits
and Costs below.
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Table 22 - Option B Benefits and Costs
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The costs by workstream for Option A are shown in Table 23 - Detailed Costs for Option B below.

Table 23 - Detailed Costs for Option B
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Option C: Transformation

The Option A estimated costs are shown in Table 24 - Option C Benefits and Costs below. ge@@@y s

[ and details of costs are set out in APPENDIX C: Preferred Option Costing.
Table 24 - Option C Benefits and Costs
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APPENDIX C: Preferred Option
Costing

MSD has significantly enhanced its cost models to refine and validate the
Programme costs using a range of costing approaches including:

1. Industry benchmarks relating to costs of replacing, like for like
platforms including costs associated with:

e Implementation - core configuration, data and rule migration,
validation and testing

e Design, training and change

e System and data integration and co-existence, system
decommissioning

e Licenses and support.

2. Information gained through MSD’s procurement processes, commercial
negotiations and discovery activity. As part of processes MSD held a
series of commercial and contractual sessions with respondents. Those
session provided detailed information potential programme costs
associated with different delivery approaches and assumptions.
Additional insight has been gleaned from commercial negotiations and
discovery activity with chosen providers.

3. Activity based costing. Estimates were made of the activity breakdown
structure and the resourcing commitments (internal and external)
needed to design and deliver system configuration and redesign MSD
products and services.

4. Cost comparators from other organisations. Costs has been gathered
from other organisations who have implemented similar platforms and
or undertaken comparable product and service redesign. Specifically,
recent IR and ACC contact centre migrations to the cloud.

5. Projected cost increases relating to the annual costs of vendor support
and licencing of current aging systems particularly due to the
increasing scarcity of NZ based specialist resources to support these
systems and to our increasing reliance on overseas service providers.
This support is needed until re-platforming is complete.
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*

Informed by recent similar funding requests.

N

Informed by implementation costs of recent policy

changes.

©

Informed

by internal cost to serve and internal transaction cost insight.

A Quantitative Risk Analysis (QRA) has been performed with the
assistance of a New Zealand Government accredited consultant on Option
C. Based on the analysis, even at the extremity of the distributions, the
benefits will exceed the costs of the Programme.

The following table summarises how the costing approaches outlined
above were used across the key cost categories (note, numbers refer to
paragraphs above).
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APPENDIX D: Programme Governance and Leadership

Figure 18 - Programme Governance and Leadership Structure
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APPENDIX G: Chief Executive
Letter
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