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Summary
The Department for Work and Pensions (the Department) spends around £900 million
annually on programmes to help unemployed people find and sustain work through its
contracts with a range of companies and some charities. The design of effective controls to
prevent and detect contractors committing fraud is key to ensuring these programmes
deliver value to participants and employers while protecting the public purse.
Following our hearing on the Work Programme in February 2012, allegations of potential
fraud and poor service from employment programme clients and whistleblowers were
received by the Committee and passed to the Department for investigation. Against a
background of public concern the Department has initiated an investigation of the
adequacy of controls at A4e, one of its major contractors, and is investigating individual
allegations. In the light of these events, the National Audit Office examined the controls the
Department has in place to detect and deal with fraud and improper practices in
employment programmes.
The Department’s arrangements for overseeing and managing its contractors did not pick
up vital evidence about potential frauds. For example, the Department failed to obtain
internal audit reports produced by A4e in 2009 referring to a considerable number of cases
of alleged fraud and malpractice across the country which are only now being investigated.
The investigations of alleged fraud that the Department has carried out have not been
sufficiently thorough. For example, the Department appears not to have pursued cases
where employers have gone into administration and was not proactive in asking for
additional information on the allegations of fraud supplied by the Committee before
concluding that there was insufficient evidence to investigate further.
The Department has not defined what standards a company must meet to be a ‘fit and
proper’ organisation with which the Department is willing to contract. The Department’s
recent assessment of A4e did not cover a number of the areas relevant to ‘fit and proper’
including: the company’s ownership and governance arrangements; corporate controls
such as the working of the company’s audit committee and internal audit; and the culture
of the company and the clear and transparent objectives for those employed on welfare to
work programmes by the company. This issue is not confined to companies contracting
with the Department for Work and Pensions but is an issue faced by all government
departments, particularly where a company’s main source of income is government
contracts. We will consider this issue more generally in due course.
The Department’s controls against financial fraud for the Work Programme, which
include checks on each contractor’s claims for payment, are a significant improvement on
previous schemes, although we are already beginning to hear allegations that some
providers give a poor service. Furthermore, risks also remain in the Department’s other
programmes, such as Mandatory Work Activity, which do not have in place the same level
of controls, and concerns also exist about other programmes for the unemployed such as
training programmes funded by the Skills Funding Agency. While the Work Programme
has stronger controls, its greater focus on payment for outcomes potentially creates other
risks to value for money. The Department’s ‘black box’ approach to contracting for the
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Work Programme allows providers to innovate but without sufficient auditing to
demonstrate value for money and neither is there a mechanism in the contract for
improving service standards over time. We have already received a number of allegations
of poor practice and inadequate services provided to unemployed people looking for work.
The department must put in place mechanisms to enable further investigations brought to
light by whistleblowers.
The Department lacks sufficient information on the nature and number of complaints
made directly to contractors about their performance to identify trends and learn lessons.
Without better information on complaints the Department will be unable to assess fully
the quality of service offered by its contractors. Where there are problems the Department
has no obvious mechanism through which participants, contractors’ employees or MPs can
raise issues of concern relating to fraud and poor service with it.
The Department has still to publish full data on the programme. However, Ministers, the
Press and the Trade Association for employment providers are putting partial data which
cannot be verified into the public domain. Confidence in the programme depends on the
publication of full data by the Department which can be verified.
While the department might find it tempting to define an acceptable level of fraud it is our
view that this is the wrong approach. Rather than define what is an acceptable level of fraud
in any public programme the department should take all reasonable and affordable steps to
drive out fraud. We believe that our recommendations for improved oversight, new
inspections, more transparency and more effective due diligence on companies who seek
public contracts will all contribute to this. It is not enough to have the power to terminate
a contract after the fact. Government has a responsibility to prevent fraud as well as to
remedy it.
On the basis of a report by the Comptroller and Auditor General,1 we took evidence from
the Department for Work and Pensions on its approach to preventing fraud in contracted
employment programmes.

1

C&AG’s Report, Preventing fraud in contracted employment programmes, HC 90, Session 2012-2013
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Conclusions and recommendations
1.

The Department has not exercised sufficient oversight of its contractors to
identify potential fraud and improper practice. A number of allegations of fraud
have come to light of which the Department was not previously aware and which it
has not investigated. Some of these would have been made known to the Department
if it had asked the right questions of providers as part of its oversight and inspection
arrangements. The Department has also acknowledged that the controls in place
during the transitional period in implementing the Work Programme need to be
updated. The Department should review its oversight arrangements for all its
contracted employment programmes to ensure that they are fit for purpose. The
arrangements should include:
•

reassessing the role, qualifications and expertise of the Department’s provider
assurance team, which visits providers to examine governance arrangements,
service delivery, financial procedures and data security;

•

obtaining copies of all providers’ relevant internal audit reports;

•

the Department instigating unannounced visits to providers and undertaking
sample checks with both clients, training providers and employers, and

•

early publication of data so that varied practices between contractors become
obvious.

2.

The Department’s recent investigation into A4e did not establish whether the
company was a ‘fit and proper’ contractor. The investigation focussed on particular
allegations of fraud and looked at A4e’s controls over specific transactions streams.
But the Department did not examine other relevant issues such as how A4e’s
ownership and governance structures impact on business controls, the adequacy of
corporate controls such as the role of the audit committee and internal audit, the
objectives set for staff working in the organisation and the extent of company
training in ethical behaviour. The Department also lacks a clear definition of
‘systemic fraud’. The Department should define transparent criteria for assessing
whether providers are ‘fit and proper’ companies and what would constitute
‘systemic fraud’ and assess providers against these criteria, paying particular
attention to those which have a majority of their business with public bodies or have
atypical ownership or governance arrangements. Given the number and size of
public contracts for service delivery we believe the Cabinet Office should look at
whether there is appropriate guidance for departments.

3.

The Department’s controls against financial fraud in the Work Programme are
stronger than those in previous schemes, but some risks still remain, for example,
where individuals find employment without their help. The Department has
sharpened the definitions and checks that trigger payments to contractors, reducing
the scope for abuse. These controls are a welcome improvement on those in past
schemes, but some risks still remain in the design of the Work Programme, such as
the possibility of paying providers for individuals who have found work without
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their help. The Department should review and strengthen its controls where
necessary to ensure contractors are only paid for results that they have achieved.
4.

There is currently no obvious route through which clients, contractors’
employees, MPs or the public can raise issues of concern relating to fraud and
poor service with the Department. The whistleblowing mechanisms in place are
managed by individual, or groups of, providers. There is no facility for MPs to report
high volumes of complaints to the Department. Furthermore, the Department relies
on providers to disclose details of complaints they have received, as it does not have
any mechanism to collect this information to identify trends and learn lessons from
customer feedback. The Department should:
•

publicise its arrangements to enable whistleblowers to make complaints; and

•

capture and analyse information about complaints made about providers.

5.

There is no mechanism to raise service standards set at the start of the Work
Programme over time. We recognise that the payment structures are designed to
achieve more than one aim and we will return to the issue of the work
programme after it has been in operation for long enough to consider whether
the questions we raised about variations between different providers have either
successfully stimulated innovation, or have created unacceptable variations
between providers. The Department needs to improve public confidence in
providers by increasing transparency. It is clear from the allegations that the
Committee received, and from the response in the media to the Committee’s
examination of the Work Programme, that there is a substantial lack of public
confidence and trust in some employment programme providers. The Department
should take steps to satisfy public confidence in providers by publishing relevant
information on its website about its main providers, including corporate governance,
ownership structures, performance information, levels of fraud detected and
complaints received and how they have been resolved.

6.

The Department must publish validated data on the outcomes achieved by the
Work Programme. Much concern could be allayed if the results of the Work
Programme were placed in the public domain. Partial data released by the
employment providers’ trade association, ERSA, the media or ministers serve merely
to heighten suspicion and proper transparency would allay concerns. The providers’
contracts require them to achieve a certain level of performance by the end of year
one. Given that contracts started in June 2011 the Department should know now
whether these targets have been met and should publish that data immediately.
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1 Oversight and investigation
1.The Department for Work and Pensions (the Department) spends around £900 million
annually on programmes to support and assist unemployed people find and sustain work
through its contracts with a range of companies and some charities.2 The design of
effective controls to prevent and detect contractors committing fraud is key to ensuring
these programmes deliver value to participants and employers while protecting the public
purse.
2. Following our hearing on the Work Programme in February 2012, allegations of
potential fraud and poor service from employment programme participants and
whistleblowers were received by the Committee and passed to the Department for
investigation. The material sent to the Committee included a number of emails and a
report written by the internal auditors of A4e, one of the Department’s major contractors,
which set out a significant number of potential cases of fraud and malpractice. Against a
background of public concern, and following a further allegation of attempted fraud
concerning A4e’s staff, the Department initiated an investigation of the adequacy of
controls at A4e.3
3. There have been 126 reported cases of potential fraud investigated by the Department
over the six years from April 2006 to March 2012 where there was evidence of potentially
serious, or criminal, matter in the allegation made.4 As the Work Programme is new, it is
inevitable that the New Deal welfare to work programmes, which ran from 1998-2012,
accounted for 82 % of reported fraud cases.5 However, many of the employment providers
who worked on previous welfare to work programmes, and against whom some allegations
have been made, are now contractors in the new Work Programme.
4. Many of the further allegations of fraud and poor practice that were sent to the
Committee following the Committee’s evidence session on the Work Programme,
including those set out in a document prepared by A4e’s internal audit, relate to the period
of the New Deal when controls were weaker.6 Under the New Deal the definition of an
event that triggered payment to a provider was that an individual was placed in a job that
might last 13 weeks. This was open to abuse because it was difficult to verify whether a
reasonable judgement had been made that a job might last that long.7 In addition, the
Department told us that the risk of fraud had been increased because there had been a lack
of segregation of duties at providers between the person who helped someone into work
and the person initiating the claim for payment.8

2

C&AG’s Report para 2

3

C&AG’s Report para 3.18-3.20

4

C&AG’s Report para 7

5

Q 87

6

C&AG’s Report para 3.25

7

Q 55; C&AG’s Report para 1.8,

8

Q 155
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5. The Committee was concerned that, although the weaknesses in controls were well
known to it, the Department had not known about many of the allegations of fraud and
improper practice that have since come to light including those sent to the Committee. We
questioned the rigour of the Department’s response to the allegations it had received, since
the Department had decided that most of the allegations we had forwarded did not contain
sufficient information for the Department to undertake an investigation. The Department
appeared to reach this conclusion before checking whether the Committee had any further
information that would help.9 In addition, the Department could not confirm whether it
pursues allegations relating to employers of clients that have gone into liquidation, even
though relevant information may be held by the administrator or receiver.10 The
Department told us that it was now investigating all the allegations it had received.11
6. A large number of allegations of fraud and improper practice were referred to in a report
prepared by A4e’s internal audit. The report was discussed by the Work and Pensions
Select Committee in 2009. But the Department did not have a copy of this report because it
did not, as a matter of course, ask providers such as A4e to provide copies of internal audit
reports to its ‘provider assurance team’12 The provider assurance team is specifically tasked
with providing assurance on contractors’ systems and processes.
7. The members of the Department’s provider assurance team are not professionally
qualified in audit or accountancy and there is a need to improve the team’s capability to
provide an adequate and effective monitoring of contractors.13 The team does not
undertake any unannounced or short notice visits to providers to limit providers’ scope to
prepare for inspections.14 The Department accepted that there was scope for reconsidering
their various control mechanisms.15 The Department told us that it is planning to check
providers’ internal audit plans.16 The Department maintained that announced visits to its
contractors were more appropriate to fraud investigations than inspections, but agreed to
carry out unannounced visits to contractors in future.17
8. In response to an allegation of fraud received in February 2012 relating to its Mandatory
Work Activity programme contract with A4e, the Department launched an investigation
of the controls at A4e designed to prevent and detect fraud. The investigation examined
controls over each of the four programmes run by the Department that A4e was working
on, including Mandatory Work Activity. The investigation concluded that it had not
uncovered any further cases of fraud but it found that the controls operated by A4e on the

9

Qq 1-11

10

Qq 20-26

11

Q 17

12

Q 106

13

Q 136

14

Q 93

15

Q 134

16

Q 107

17

Q 94

9

Mandatory Work Activity contract were insufficient. The Department subsequently
terminated that contract in May 2012.18
9. The scope of the Department’s investigation of A4e was limited to assessing the controls
relating specifically to four programmes and was not intended to assess wider corporate
controls. For example, it did not assess the impact on controls of ownership and
governance arrangements, the operation of an audit committee and internal audit, or
factors that might impact on the way A4e employees worked and their ethical behaviour.
The review did not attempt to assess, other than looking at the four contracts and the fraud
allegation, whether the company was ‘fit and proper’ to do business with and did not
attempt to define the criteria that would determine whether it was fit and proper.19 The
Department had previously said that it would remove A4e’s contracts if it found there to be
‘systemic fraud’ but it had not defined what ‘systemic fraud’ means in practice.20

18

Ev 25

19

Ev 25

20

Q 40
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2 Controls and Standards
10. The Department has taken steps to improve controls in its employment programmes,
particularly those in its largest programme, the Work Programme. It has reduced the
number of contracts it oversees. Under the New Deal there were 1,300 contracts and 600
contractors compared to the Work Programme’s 18 contractors and 40 contracts. This
enables a greater focus on the controls of each provider. In designing the Work
Programme, the Department has also introduced a clearer definition of outcomes and
checks to ensure that those outcomes are achieved before payment is made.21 The
Department now undertakes 100% checks that individuals for whom companies claim
have been off-benefit. The Department also checks a sample of cases against HMRC
records to ensure the individual is in work. If these tests fail, the Department will recover
any overpayment and, where the data is based on a sample, will extrapolate the amount to
be recovered on the basis that the sample was representative of the whole.22 This computer
system went live at the end of March 2012 and outcomes before that time are being
checked retrospectively.23
11. Some of the controls that relate to the Work Programme do not, however, apply to
some of the smaller programmes.24 For example, the Mandatory Work Activity scheme
does not have the same payment controls embedded into it and there are no systematic,
independent checks with employers before payment is made. Without checks with
employers the Department is dependent on information held by the provider and the risk
of fraud remains.25
12. In addition, while the Department’s controls against financial fraud in the Work
Programme are stronger than in previous schemes, risks still remain. The Department has
created new incentives which may increase the risk of fraud in other areas. Under the
Work Programme it is possible for a provider to be paid for outcomes that it did not
generate such as claiming a payment for someone starting on self-employment without any
support from the provider.26 The Department does not have a clear process to assess
whether the contractor has helped the employee or not and in evidence the Department
felt they should not be concerned about this.27
13. Complaints serve an important function in highlighting poor service quality or
potential improper practice.28 But the Department does not systematically collect claimant
feedback and complaints, and there is no independent whistleblowing line to the
Department and no clear process by which the concerns of MPs can properly be addressed

21

Q 55

22

Qq 59-60

23

C&AG’s Report, para 2.3

24

Q 38

25

C&AG’s Report Para 2.13

26

Qq 71, 90

27

Q 72

28

C&AG’s Report Para 4.12
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by the Department, particularly if their concerns relate to more than one provider.29 The
Department considers that individuals should approach the provider if they have a
complaint or approach their jobcentre, and if this doesn’t work they can approach the
independent case examiner.30 This is an absurdly complicated process for the average
claimant. Work Programme clients may also find it difficult to formulate a complaint
because the service levels the Department expects are sometimes expressed in a vague way
and are not clearly set out.31 The Department has deliberately left it to the individual
contractors in the Work Programme to specify the minimum standards they would use
with these being considered by the Department to be contractually binding.32 As a result,
the minimum standards vary significantly between contractors and some are particularly
vague, such as to “keep in touch with clients”.33 The agreed minimum standards are fixed
for the duration of the contract with no contractual mechanism for encouraging
improvements.34 Moreover, the actual performance levels the Department is looking to
enforce are not limited to the minimum performance standards but others that are also set
out, in a variety of contractual terms.35
14. The Department regards a failure to comply with the minimum standards specified by
contractors as a breach of contract. However, there is no clear mechanism which enables
clients or employers to complain if standards are breached. The Department does not
publish details on whether or not providers are complying with these minimum standards
or with the wider performance standards it requires.36 This is one example of a lack of
transparency in the way the employment programmes operate. The Department has not
published its internal audit reports into allegations of fraud in its providers, and in
particular, A4e.37 Many of these allegations have attracted public interest and the
significant number of allegations received by the Chair and other members of the
Committee and subsequent coverage in the press are evidence of a lack of public
confidence in some providers.38 Lack of transparency risks undermining the bona fides of
the whole Work Programme and reducing confidence in providers and the Department’s
scrutiny arrangements.39
15. The level of transparency of some companies providing welfare to work does not
compare well with publicly quoted shareholder-owned companies where there are
shareholders’ meetings and a higher level of transparency.40 An important factor in
governance is the ownership structure of the company. Providers are contractually obliged

29

Qq 38, 95

30

Qq 95, 98

31

Q 99; C&AG’s Report Para 4.2

32

Q 64

33

Qq 65, 140

34

Q 144

35

Q 64

36

Q 79

37

Q 29
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Q 31

39

Q 33

40

Q 37
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to inform the Department of a change of ownership, but when specifically asked about the
ownership of A4e, the Department was unable to tell us whether the Chair of the company
was also a shareholder.41
16. Much concern about the Work Programme exists because the Department has not
published data which would enable informed judgements on the performance of
contractors to be made. Lack of transparency merely serves to heighten lack of confidence
in the programme and the providers working in it. ERSA (the employment providers’
trade association), the press and Government ministers have quoted outcome data on the
Work Programme without it being complete or comparable with any targets which would
enable any assessment of whether the Programme was delivering as expected.42
17. The Department maintains that reliable data on job outcomes is not yet available as
most claimants have to be in a job for six months before providers receive an outcome
payment.43 This position is, however, at odds with the fact that the Department has set
outcome performance targets in the Work Programme contracts, operational from June
2011 which have to be achieved by the end of the first year of the contract and which will
have to be monitored using the information available now.44 For example, one of the
performance requirements in the Work Programme contracts is that providers should
achieve, by the end of the first year of the contract, outcomes for certain groups set at 10
per cent above the ‘non intervention rate’ (the percentage of people who would have found
work without the help of the programme).45 The non intervention rate has been set by the
Department at 5 per cent.46

41

Qq 122-124, 127

42

ERSA press release 21 February 2012, Daily Telegraph 29 June 2012, DWP press release 9 July 2012

43

Department’s press release 9 July 2012

44

Work Programme contract Clause 2.12, http://www.dwp.gov.uk/docs/work-prog-draft-terms.pdf

45

Work Programme contract Appendix 2 Part A, http://www.dwp.gov.uk/docs/work-prog-draft-terms.pdf

46 Work Programme Invitation to Tender – Specification and supporting information Para 3.14,
http://www.dwp.gov.uk/docs/work-prog-itt.pdf
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Formal Minutes
Monday 17 September 2012
Members present:
Rt Hon Margaret Hodge, in the Chair
Mr Richard Bacon
Jackie Doyle-Price
Chris Heaton-Harris
Meg Hiller
Mr Stewart Jackson

Fiona Mactaggart
Mr Austin Mitchell
Ian Swales
James Wharton

Draft Report (Preventing fraud in contracted employment programmes), proposed by the Chair, brought up
and read.
Ordered, That the draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 17 read and agreed to.
Conclusions and recommendations agreed to.
Summary agreed to.
Resolved, That the Report be the Fifteenth Report of the Committee to the House.
Ordered, That the Chair make the Report to the House.
Ordered, That embargoed copies of the Report be made available, in accordance with the provisions of
Standing Order No. 134.
Written evidence was ordered to be reported to the House for printing with the Report (in addition to that
ordered to be reported for publishing on 22 May 2012).

[Adjourned till Tuesday 18 September at 10.00 am
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Oral evidence
Taken before the Committee of Public Accounts
on Tuesday 22 May 2012
Members present:
Margaret Hodge (Chair)
Mr Richard Bacon
Matthew Hancock
Chris Heaton-Harris
Meg Hillier

Mr Stewart Jackson
Fiona Mactaggart
Austin Mitchell
Nick Smith
________________

Amyas Morse, Comptroller and Auditor General, National Audit Office, Gabrielle Cohen, Assistant Auditor
General, NAO, David Clarke, Director, NAO, and Marius Gallaher, Alternate Treasury Officer of Accounts,
were in attendance.
REPORT BY THE COMPTROLLER AND AUDITOR GENERAL
Preventing fraud in contracted employment programmes (HC 90)
Examination of Witnesses
Witnesses: Robert Devereux, Permanent Secretary, Department for Work and Pensions, Alan Cave, Delivery
Director, Department for Work and Pensions, gave evidence.
Meg Hillier: Chair, I need to declare that my husband
is a non-executive director of an organisation that has
a contract under the Work Programme.
Q1 Chair: Apologies to everybody who was kept
outside for the private session. Can I just talk about
rules of engagement, so that we are all clear where we
are? I would appreciate, particularly given the time,
the questions are answered directly and succinctly. I
will interrupt only if I feel that that is not what is
happening, or if we are going off what we are trying
to establish. That is the first thing to say.
Let me also say absolutely clearly that this inquiry is
not about challenging the Government’s policy around
welfare to work; it is about satisfying ourselves as a
Committee that you are providing value for money
and that the way the Department administers the
Government’s policies provides proper probity. You,
Mr Devereux, as the accounting officer, clearly have
an overwhelming duty both around value for money
and as the guardian of the public purse. I think you
would agree with that.
I sent you a whole lot of documents when we had our
earlier inquiry into the Work Programme. We started
with the Work Programme, although I have to say to
you that this talks about contracted employment
programmes, not the Work Programme—just to be
absolutely clear what we are talking about this
afternoon. I sent you a sample of e-mails and I sent
you a copy of an A4e internal report, which the
Committee also has and which we are publishing. In
your response to me—your letter to me—what you
said was that the allegations did not provide specific
enough information to underpin an investigation. Can
you explain to me what you meant by that? And do
you mind speaking up because it is a very odd room,
and earlier I could not get what you were saying?

Robert Devereux: As you know, I have professionally
qualified investigators working for the Department.
They deal with all manner of allegations and
investigations. The first thing they need to do when
confronted with an allegation is to decide whether
there is enough information contained within it to
proceed with a proper investigation. Sadly, in the
cases that you sent to me, it was not clear how they
were going to do that. That was their professional
view.
Q2 Chair: Can I ask whether the people you put on
to this work are qualified auditors and accountants?
Robert Devereux: Yes.
Q3 Chair: They all are. Can I ask why you did not
choose to come back to me to seek further clarification
if you needed it, rather than simply putting it to one
side and saying, “Well, I’ve done this one. I don’t
need to do anymore. There isn’t enough information
here.”?
Robert Devereux: Pretty much at the same time as
you sent me those individual allegations, you will
remember that the Department announced that it was
doing a complete review of its contracts with A4e. So
pretty much the same investigators went about doing
a systematic sampled base inquiry of the contracts.
Q4 Chair: But in the A4e recruiter audit document,
they were pretty specific. What you said to me in your
letter was that it did not provide information specific
enough to underpin an investigation. As I looked
through that report, there are names of individuals,
companies and recruiters.
Robert Devereux: But that’s not what I said—
Q5 Chair: And that’s why I cannot understand why
you felt that the information was not specific enough
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and therefore you felt that you did not have to take it
any further. You did not come back to me, except
when I chased you on a letter.
Robert Devereux: With respect, I was going to write
to you and I had a letter in draft when your letter came
to me. I chose not to put that in the response because
I thought you might think I was making it up, but it
was true. You wrote to me about two sets of things
and I have given you two sets of answers. In respect
of the set of individual allegations—the individual emails—I have, indeed, said that there was not enough
evidence there to do it. If you turn the page to the top
paragraph of my letter about the internal audit reports,
I have made it perfectly clear that there are cases there
that we are indeed pursuing, so you are right that the
internal audit report contains more information on
which the investigators can write. That is not the case
in respect of the many e-mails.
Q6 Chair: I was very careful to redact people’s
individual details, but I did not realise that you
believed that that did not give you enough
information. I just do not understand why you did not
come back to me to seek more information before
saying, “There is nothing in this that I need to pursue.”
Robert Devereux: Because I was in the process of
going through a systematic review of A4e’s contracts
consequent upon Chris Grayling’s announcement.
Q7 Chair: I understand that you did that, and it is a
good thing that you did that, but I do not think that
that is an answer to why you chose not to take, in my
view, as seriously as I would have liked the allegations
that I sent to you. I sent you them in redacted form to
protect the individual and you simply said to me that
the information was not specific enough. I don’t get
it. I am trying to get a real answer out of that. I would
have appreciated your coming back to me and saying,
“I don’t think I’ve got enough. Have you got any more
details? Could we contact the individual?” In some
cases, I have permission from individuals, so you
could have contacted them. I also would have thought
that that might have helped you to uncover more of
the systemic issues that the allegations suggest exist
within A4e.
Robert Devereux: I am sorry that we did not come
back earlier. I have come back. I have asked you for
that information now.
Q8 Chair: You haven’t asked me for any
information, actually. To be fair, Mr Devereux, all you
have said is that I didn’t provide you with information
that was specific enough to underpin an
investigation—
Robert Devereux: I said, “If you have been provided
with any further specific details relating to these cases,
we will, of course, consider them further.”
Q9 Chair: Well maybe it would have been better if
your investigation officers had come and talked to me,
rather than—
Robert Devereux: At the time, my investigation
officers were doing a systemic check of what was
going on at A4e. You do not get to systemic answers

by looking at individual allegations; you do it by
going through individual cases.
Q10 Chair: But part of doing a systemic check, Mr
Devereux, is to take seriously individual allegations. I
did not seek them out; they came to me unsolicited. I
would have thought that if you were doing a systemic
check, you would have taken them seriously.
Robert Devereux: Systemic means systematic,
doesn’t it? Okay?
Q11 Chair: It means systematic, but part of the way
in which you do a systematic check is that you look at
allegations that are put around a particular company. I
cannot understand why the hell you did not do that
properly.
Robert Devereux: We clearly differ on the meaning
of systematic; but, as I have asked you, if you have
further information, please let me know.
Q12 Chair: Perhaps your officials will come and see
me, so that we can go through the individual cases.
Can I ask you a second thing on the dossier that I sent
you? In the recruiter audit one, there are allegations
of nine instances of fraud, as defined by A4e. I would
define it differently, but let’s accept the A4e definition.
I think some of the reputation-to-company issues
could well be defined as fraud. A4e only told you
about three. What does that tell you about the
company?
Robert Devereux: As I understand it, A4e’s view—
but I am now checking it, which is why I am telling
you in the paragraph at the top of the page that I am
going through every single one of those nine—was
that they had investigated it and there was no case.
They thought they were telling me about the three that
they had investigated and had concluded that there
was a case to answer. All three related to one
individual recruiter.
Q13 Chair: So A4e has now changed its mind on the
nine cases that it had said are potential fraud in its
own internal document. Is that right?
Robert Devereux: If you read the words carefully in
that report, it says that there may be fraud in these
cases, so A4e’s position—I am only repeating what
they have told us—is that they did further work
consequent on that review. They concluded that there
was no fraud in six of the nine cases, so they told us
about the three in which they concluded that there
was fraud.
Q14 Chair: But at the time—
Matthew Hancock: What time was this?
Chair: 2008–09
Robert Devereux: That report was started on 16 June
2009.
Q15 Chair: In 2009, when they had a report that
suggested, again, nine potential fraudulent cases, they
only told you about three. If I can just say so, there
are further cases, having read this document in detail,
that they classify as reputational risk or where they
talk about being unable to complete audit visit, but
these are instances where, no doubt, Richard Bacon
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will want to say that employers did not exist or were
just lap dancers or what have you. All those, to me,
were potential fraud, yet you are quite happy to say
only three in A4e. It tells you nothing about the
company, does it?
Robert Devereux: I am sorry; let me just say it again.
That report says they believe there could be fraud in
nine cases. A4e, as a company, believe it did further
investigation to conclude only three of them were
fraudulent.
Q16 Chair: And you are quite happy—are you?—
that the seven—
Robert Devereux: I am not quite happy, because my
letter makes perfectly clear I am now reviewing every
single one of those nine cases, and five other cases,
which, like you, we conclude the Report gives us
leave to do.
Q17 Chair: So you would agree that some are socalled reputations at risk—actually a third of the cases
have a problem with them; some seven are
reputational risk; some where they are unable to
complete the audit visit—
Robert Devereux: So we are agreeing that we are
going to look at those cases.

Q22 Mr Bacon: Presumably, that which the
administrator has, because when companies go into
liquidation there is an administrator or a receiver.
They do not just disappear in smoke or go in a
shredder—well not always, anyway.
Robert Devereux: I do not have to hand exactly which
dates we are talking about, so I do not know what
would have happened to the paperwork.
Q23 Mr Bacon: Yes, but the Chair’s point surely is
that the fact of a company’s having gone into
liquidation is not a reason to stop investigating.
Robert Devereux: Exactly. It may be that my—
Q24 Chair: But that is what your letter to me says
it is.
Robert Devereux: Okay. It may be that my prose is a
bit spare. Let me check with the investigator whether
or not—I don’t think this is a case that says, “If you
stop trading, we don’t investigate you.” I suspect this
is shorthand for, “It stopped trading and we could not
find any evidence,” in the sense that I have just
described.
Q25 Mr Bacon: So it did go in the shredder?
Robert Devereux: It might have done; I do not know.
Let me check that for you.

Q18 Chair: You are going to look at all the ones to
date in that report—the 31% where issues were
highlighted.
Robert Devereux: I have told you in my letter that we
currently think there are 11 cases that we are going to
investigate. If you would like me to tell you precisely
which ones they are, I can do that.

Q26 Chair: Thank you for checking that for me. All
I would say to you is that it is not acceptable to this
Committee to say just because a company has gone
into liquidation you failed to pursue an allegation of
fraud.
Robert Devereux: But I have explained that I am not
trying to say that to you.

Q19 Chair: Let me just ask you another one. In one
case—again, in your letter—you say you are not
taking this any further because the employer has
ceased trading. Is that right? That is in your letter to
me.
Robert Devereux: Yes.

Q27 Chair: Okay. The Committee would like to see
the audit of A4e that you have completed. Can you
let us have that please?
Robert Devereux: Sorry, which?
Chair: The Minister made a statement to the House.
I have so many bits of paper; maybe somebody can
find your letter to me. In your letter to me, you say
that you have completed a—I will try and find the
actual wording on it.
Fiona Mactaggart: The Minister’s statement says:
“The Department’s Internal Audit and Investigations
team undertook this audit,”—the audit that was
announced in light of allegations—“supported by
Ernst and Young, and examined the controls operated
by A4E on all its current contracts with DWP.”
Robert Devereux: And what my letter says is that we
have provided, in the absolutely normal fashion, the
completed version of the reports that we have done to
the National Audit Office, which is standard practice.
You may or may not have seen—but Ms Mactaggart
will have—the answer that the Secretary of State gave
to the parliamentary question of what our policy is on
disclosing things to do with investigations. At some
length—I apologise that it was in a three-page PQ
answer—we tried to set out the thought processes that
we go through when deciding what should and should
not be published when it comes to internal
investigations. There is a balance to be struck between
the public interest in transparency and the public

Q20 Chair: Okay, can I just remind you that the
Public Accounts Committee always does its work. We
always examine past expenditure; that is the nature.
In fact, one or two of our members occasionally
accuse us of looking forward a little bit too much, but
basically we focus on past expenditure. So I feel a bit
surprised that there is a Devereux rule, which is the
only way I can express it, that says that if you go into
liquidation we are going to stop examining you. Is
that in fact what you are saying to me?
Robert Devereux: Sorry. If the allegation is that
company X falsified records and company X no
longer exists—
Q21 Chair: I understand that, but you can still pursue
the issue, unless you have the Devereux rule that says
once a company goes into liquidation—
Mr Bacon: Can you just finish the sentence—after
the word “liquidation”?
Robert Devereux: After “liquidation”—the issue is,
what evidence can my investigators find?
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interest in the ability to prosecute successfully. I
suggest that that answer of 30 April 2012 is the
thing that—
Q28 Chair: So are you going to publish it? I don’t
understand. I have not seen this stuff. Was this a
question you asked?
Robert Devereux: It was a question from Ms
Mactaggart.
Q29 Chair: We do not have that, so can you let us
know whether you are going to publish it?
Robert Devereux: I will send it to you. I very much
doubt that we will publish it, but we will have to wait
for word.
Q30 Chair: Why?
Robert Devereux: Simply because, although I could
show the National Audit Office, it is not self-evident
that the things that turn up in an internal investigation
report are sensible things to be put in the public
domain.
Q31 Chair: The only thing I would say to you is that
if you do not publish it—particularly in relation to
A4e, which has excited a lot of public interest—you
give an impression of apparent complacency, if I may
put it like that. This is a whole lot of good chaps—
I understand that the Chairman is an ex-Permanent
Secretary, whom, no doubt, you have conversations
with. It is a big company with an expensive PR
machine, which we have seen in operation over the
past few weeks. They are bound to be good citizens,
so we don’t need to have open and transparent
oversight of them.
Robert Devereux: Maybe I can read out the answer if
you are going to go down that—that is not the reason.
Q32 Chair: No, I want an answer to that.
Robert Devereux: Shall I do that? “It is…not
ordinarily appropriate to publicise the details of
specific investigation cases… Disclosure of
unproven…allegations could result in litigation…
Disclosure of specific cases where the investigation
identifies evidence of procedural non-compliance, but
not evidence of prima facie fraud, could impact on the
willingness of providers or whistleblowers to bring
matters…to our attention… Premature disclosure of
cases where there is evidence of prima facie fraud
may potentially prejudice or damage future DWP or
police investigations.”
Q33 Mr Jackson: That may not be normal, but given
that what we are looking at is, effectively,
undermining the bona fides of the whole Work
Programme, which is a very significant issue—not just
about the contractual arrangements and efficacy of one
company—I would respectfully suggest that
disclosure would be helpful. I gather, Chair, that
international law firm White and Case has concluded
similarly with Ernst and Young that there is
substantially a clean bill of health, but for the
Department’s own good standing, as well as our remit
as a value-for-money Committee, I think that should
be looked at again.

Robert Devereux: I understand that. It is correct to
say, as I said, that it is not ordinarily appropriate to
publicise. Can I pick you up on what you have said?
Nothing that has been sent to my Department gives
me any evidence whatsoever that there is a problem
with the Work Programme.
Q34 Chair: We are not just talking about the Work
Programme, Mr Devereux, but we will come to that.
Robert Devereux: But your concerns are about value
for money today.
Chair: But we look back.
Q35 Mr Bacon: The concerns are this Report, which
is called “Preventing fraud in contracted employment
programmes”—plural. Of course our concerns are
about the present Work Programme, which we saw
you about in February, but they are also quite rightly
about other employment programmes, too, and that is
what the NAO Report is about.
Robert Devereux: They are, indeed. Your colleague
says that perhaps my judgment about how I do this is
dependent on reassessing the bona fides of the Work
Programme , but I am still waiting to see evidence
that the Work Programme needs any bona fides
established.
Chair: We will come to the Work Programme later in
the session.
Matthew Hancock: On this point—
Chair: No, Matt. I have a queue of people.
Q36 Meg Hillier: Mr Devereux, the company A4e
receives only British taxpayers’ money for its
operations in this area. The law on freedom of
information disclosure currently applies only to public
bodies, but do you not think there is a need for a
higher level of transparency in a company of this
nature?
Robert Devereux: I do, and there is nothing in the
answer you will see from the Secretary of State that
tries to pretend that because it is at arm’s length, it is
not covered by this. This issue is to do with the nature
of audit work and whether such work must ordinarily
be published. I have simply read out the answer. You
asked whether I will publish it. The answer at the
moment is that we do not ordinarily do so. We have
not decided what we will do with this Report yet.
Q37 Meg Hillier: I think we have had the argy-bargy
about the audit, but isn’t there a bigger issue about the
types of organisations that the British Government—
in this case through the DWP—have contracts with?
If this was a shareholder-owned company, publicly
quoted, there would be shareholders’ meetings and
transparency. We have, in this case, with this
particular company—I do not know about others
across Government—a company with one major
shareholder. We have received evidence and there has
been a lot of stuff in the newspapers about its
particular way of working. It does not have the same
challenges as a publicly quoted company. Is it
appropriate, do you think? Maybe you would be
straying into political territory, but there seem to be
real issues here about providing contracts to a
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company that is not transparent and accountable when
it only accepts and spends taxpayers’ money.
Robert Devereux: That is a perfectly reasonable
challenge. I think it matters whether or not evidence
has been found that this company is fraudulent. To
date, all the evidence that I have found is that it is
not fraudulent. The issues to do with whether, in past
contracts, there has been poor practice on their part
and that of others is a separate question, because I am
currently trying to establish whether I am at risk of
fraudulent activity in my current contract.
Q38 Meg Hillier: Can we bring it up to date? Figure
11 on page 32 in part four of the Report gives
examples of alleged improper practice in the Work
Programme. It came from a National Audit Office
examination of various correspondence received by
the Committee or individual members of the
Committee, which was passed to the NAO. It may
include other sources, too. If we go to page 8 of the
executive summary, paragraph 18 contains comments
about how to improve things for the future. You have
been saying that things were bad and are getting better
or that we have not got evidence to prove the
problems, but it states: “The Department does not
systematically collect claimant feedback and
complaints which could improve its awareness of the
key areas where claimants consider they are getting a
poor service.” Paragraph 13, on page 8—it is just one
of many examples, but I have picked this out—states:
“Some of the key controls do not apply to some of the
smaller programmes.” It talks about payment being
made before outcomes have been achieved. You can
tell us whether that applies to the Work Programme.
Altogether, that shows that there are real issues about
how the Department is following through on
information, and I wondered whether you wanted to
comment on that.
Robert Devereux: This Report contains two quite
different sections. Sections 1 to 3 are about whether
or not taxpayers’ money is being paid on the wrong
basis. There is another section, section 4, which is
about whether the levels of service are as we would
expect them to be, given the—
Q39 Meg Hillier: Actually, as someone who
represents people in Hackney South and Shoreditch
who go through the Work Programme and have gone
through other employment programmes, satisfaction
of the complainant and them getting a job seems to be
absolutely linked to the value for money for
taxpayers’ money, because, in the end, the taxpayer is
funding it.
Robert Devereux: The simple distinction I am making
is that this Government have chosen, having learnt the
lessons of previous employment programmes, to nail
its colours to well-defined outcomes and have
deliberately not sought to define the nature of the
service standard that an individual claimant should
receive. In the New Deal programme, for example, we
specified to within an inch of people’s life what
process they should go through. We were not saying,
“They will get a job.” We were saying, “You will go
through this process: 30 hours’ worth of work.” All
we are saying with the Work Programme is, “We will

pay you if you get them into work and you will tell
us, and you will publicise, what levels of standards
you are prepared to offer to your claimants.” If these
companies do not succeed in managing their claimants
well and ensuring that they get into work, they will
not make money.
Q40 Chair: I know that you are anxious to get on to
the Work Programme, but I want to get logic onto the
inquiry. We need to look at what has happened in the
past and then move to the future, because I think we
all have questions about the future. I think that Meg
was trying to ask about what it is in the record of a
company that will make you decide—I am putting
words in Meg’s mouth—whether they are proper for
engaging with Government, whatever the contract.
Forget about the Work Programme for the moment.
How do you define “systemic”? How much are you
going to have to look at before you decide that this is
a company that it is not right that it should be
receiving public money to provide a service to
people? I think that is what she is saying.
Robert Devereux: At paragraph 2.6, I think, the
National Audit Office has set out the four points that
we sought to test bidders against when they bid for
the most recent framework contract—that is the
framework from which all new and future
employment programmes will come from. With
apologies, this is the current position not the past
position—the current position is, in order to get onto
the framework from which Work Programme
providers and, indeed, mandatory work activity people
were provided, they had to demonstrate that these four
things were true.
Q41 Chair: And what about the record of the
company?
Robert Devereux: In assessing this, we sought to put
in place teams that actually knew about the interaction
that was happening with the individual department—
Q42 Fiona Mactaggart: Would you be prepared to
provide the Committee with evidence that A4e, for
example, has in place a system for staff to report
improper behaviour or performance management
systems that avoid perverse incentives, because you
heard the private evidence before us, which seemed to
contradict both those things quite compellingly?
Robert Devereux: It did indeed, which is why, if I
may repeat myself, you need to be clinically clear
about which period—
Q43 Fiona Mactaggart: That is why I am asking if
you would provide this Committee with the evidence
upon which you depended to decide that it was a
proper company.
Robert Devereux: Let me go and see. I cannot see
what would be the problem with doing that.
Q44 Meg Hillier: You will correct me if I am wrong,
Mr Cave—I may be wrong, because memory can
deceive—but I think it was you at a previous hearing,
or one of your colleagues anyway, who talked about
not taking into account the previous track record of
providers—
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Mr Bacon: It was Mr Devereux.
Robert Devereux: It was me.
Chair: I think you backtracked on that in a letter to
us afterwards.
Robert Devereux: And I subsequently explained that
we had ended up at cross-purposes. There have been
two procurement processes to choose people on the
Work Programme. The first procurement process was
to put people on to a framework from whence I could
draw people down on the basis of the second contract.
In the first framework thing, one of the conditions we
set and tested was, “Have you performed on previous
contracts whatever your business might be?” Because,
if you remember, my point was that we were trying to
bring in new entrants—so they will not all have done
welfare to work, and one of the tests that we set was
to ask if they had performed on previous contracts.
Q45 Meg Hillier: Performed well?
Robert Devereux: Performed well, exactly—this is a
performance point that I am making. Some of the old
employment contracts were not difficult to perform
well against because all you had to do was to run a
process, not to get people into work, so it was not
very difficult for people to pass a performance test.
The separate point that I was making was that we were
not limiting that to simply performance on
employment programmes. So we did that for the
framework and then, having got people on the
framework, we have now selected people off it
through a separate procurement for the Work
Programme.
Q46 Chair: Of course, to get it clear, the Flexible
New Deal was also outcome related—semi—but we
have had an evolution over time. The Flexible New
Deal was part up-front payment, but also outcome.
Robert Devereux: Correct. It got up to—
Chair: So it is not that the Work Programme is
magically that different.
Robert Devereux: It is also 2009—
Q47 Austin Mitchell: You have just sat through a
long closed session, which produced some fairly
damning indictments of both the structures and the
practices in A4e and Working Links and which gave
several indications of possible fraud. Some evidence
has been submitted to us as well—to the Chair—by
the people who gave evidence in that closed session.
Will those allegations be investigated?
Robert Devereux: They will be investigated if they
are put in front of me. Since it was a closed session
and you are alleging that there were damning
allegations made, let me simply say for the record it
wasn’t—
Q48 Austin Mitchell: They sounded pretty damning
to me—I would like that on the record, too.
Robert Devereux: They did indeed sound damning.
The thing that I have asked the Committee to consider
carefully is to be really clear, when you consider the
allegations, which programme they were talking about
and which year they were talking about, because it is
not my position to argue that past contracts had flaws

in them. That is why we have improved, as the PAC
would expect us to improve—
Q49 Mr Bacon: You mean, it is not your position to
argue that they did not have flaws in them.
Robert Devereux: Did I miss a negative?
Mr Bacon: You did, but that is what you meant.
Q50 Austin Mitchell: Hang on, let me just follow
this through. This is an area of difficulty because—I
am talking about the new arrangements now—you
have to check that the placements were in fact secured
and that people went to them and stayed with them.
There is a lot of checking there. You have to check
whether they are part-time or full-time jobs. There is
a lot of potential for argument and fraud. You have to
take account of people who would have got jobs
anyway, which is bound to be a substantial proportion
of the people who go to these agencies, so it is an area
of some difficulty.
Robert Devereux: I am afraid you’ve got that wrong.
Q51 Austin Mitchell: It is essential that checks be
tight and that you have confidence in the structures of
the companies doing the placements, and in your
ability to check that they have actually been taken up.
Consider what you have just heard, and the kind of
evidence that has been in Private Eye from time to
time.
Robert Devereux: A very reliable source.
Q52 Austin Mitchell: It reports that the records for
work on the New Deal for Disabled People in
2007–08 were found on a desk, abandoned on a tip.
They show that there were claims every month for
sums between £400,000 and £1 million, for which you
were routinely rejecting up to £20,000 a time. Without
investigation, you were rejecting them when they
were making duplicate claims and other sorts of
mistaken claims. That is the nature of the companies
that emerges.
Are you satisfied—after what you have heard of their
control structures their audit systems, and their
propensity to create a culture in which pressure pushes
employees lower down the scale into fraud—that
these are fit and proper companies to be doing the
very important job, which I think it is right to do,
under the new arrangements? Are you satisfied that
those are fit and proper companies?
Robert Devereux: The most important piece of
learning that my Department has taken out of their
investigation of past contracts is that over-reliance on
contractors’ internal systems is a mistake. As a
consequence, we now have a system where it is very
difficult to actually get the payment out of my
Department on anything other than evidence that I
personally can test. Let me repeat—it is in the Report,
although I am not sure everyone has read it. For the
Work Programme—I am sorry to be coming back to
it, but this is the £5 billion programme that you are
now worried about—the only way that you can get a
payment from my Department now, when you submit
the claim, is when, first, I can demonstrate that the
individual you have claimed for has indeed been off
benefit for the whole period that you have claimed for.

cobber Pack: U PL: COE1 [O]
Processed: [24-09-2012 13:26] Job: 021493 Unit: PG01
Source: /MILES/PKU/INPUT/021493/021493_o001_th_corrected transcript.xml

Committee of Public Accounts: Evidence Ev 7

22 May 2012 Department for Work and Pensions

Secondly, I then go in to check a sample of those
against HMRC’s records on whether that individual
was indeed in work. If they fail either of those two
claims, I do not pay.
Q53 Austin Mitchell: That’s true, but you also have
a vested interest in soft-touch investigation. The
question was not whether you have new arrangements;
it is whether you are satisfied that those companies
are fit and proper.
Chair: Just answer yes or no.
Robert Devereux: I am answering this way because
this is the right answer to the question. The question
concerned what controls I have got in place. I have
told you—
Q54 Chair: So is A4e fit and proper to undertake the
Work Programme?
Robert Devereux: A4e is a contractor of ours, and it
is subject to the controls that we have put in place,
which makes me satisfied as the accounting officer
that I am not wasting taxpayers’ money.
Chair: We’ll come back to that.
Q55 Matthew Hancock: Austin and I are brothers in
arms on this. I was going to make the point and ask
the question about accountability. It is incumbent on
everybody to ensure that—especially when outcomes
are more important—you can have certainty that those
outcomes are being measured accurately, contrary to
some allegations concerning previous systems. Can
you take us through what you changed in the Work
Programme to make sure that you have confidence
over that, and which, therefore, it seems from your
earlier answer, underpins your having less of a handle
over the process that the providers need to follow?
Robert Devereux: Let me think which four I shall
choose. I might choose the following four. We now
have a much clearer definition of what the outcome is
than we have had in previous contracts. It is fair to
say, as the Chair said, that the Flexible New Deal was
getting towards that. The truth is that the New Deal
and the Work Programme have very well defined
outcome definitions. So, for example, we are no
longer working, in the case of the New Deal, on the
expectation that the job might last 13 weeks, which is
open to all kinds of abuse. Secondly, we have
substantially reduced the number of contractors. When
the New Deal was at its height, we had 1,300 contracts
and 600 contractors; we are now down to 18
contractors and 40 contracts, which means that we can
put in place a computer system that enables every
single one of those transactions to be automatically
sent to us by computer, not on great big paperchases.
Q56 Chair: When did this computer system start?
Robert Devereux: The computer system started for
referrals in the summer of last year. As we went
through with you in our evidence last time, the second
piece started—
Chair: March?
Q57 Mr Bacon: Mr Cave, on that very point—this is
completely germane—we had an exchange about this,

and you said it would be in place by the end of March
2012. I take it that you succeeded in doing that.
Alan Cave: I took your wise counsel, Mr Bacon, not
to send you a letter on 1 April saying that the IT
system had been implemented. It was in fact
implemented on 23 March, four days ahead of
schedule.
Robert Devereux: I am going through my issues. So,
first, there was a clear outcome. Secondly, there were
far fewer people, so we could manage them directly.
Thirdly, we have a computer system that is in there.
Fourthly—this is the really critical piece—when
somebody now applies for payment, it is no longer a
question of a piece of paper coming in with or without
some rubber stamp having been stamped on it, which
somehow or other we pay and then have to chase and
hope that their processes were good. When a referral
comes in and a company says, “I would like to be
paid for Mr Devereux. He has done this time off
benefit and with this employer,” Mr Devereux, in the
case of the Permanent Secretary, gets the computer
and says, “Okay. Can I just check with my system
whether he is off benefit?”
Q58 Matthew Hancock: And that happens in each
case, or is it a sample?
Robert Devereux: It happens in every single case
before any payment is made.
Q59 Matthew Hancock: So would you argue that
concerns about internal processes are less important
because you have that outcome and, therefore, what
would be the point of internal fraud within the Work
Programme?
Robert Devereux: You might well ask, so let me finish
the last check. The check that happens in 100% of
cases before payment is made is the one that checks
off benefit. Additionally—[Interruption.] I hope
people are getting all of this, because this is quite
important evidence. Additionally, we check a sample
of all of those cases against HMRC records.
Q60 Matthew Hancock: Why not all?
Robert Devereux: Because there are a lot of them. We
check them against HMRC records. If any of them
fail the employment test—in other words, they don’t
fail the HMRC ones—not only do we get recovery of
the thing we have already by then paid, we also gross
up that sample and take back the full amount. As an
example, if 100 claims go through and I find that one
of them is wrong, I don’t just get the money back on
one of them, I get the money back on an appropriate
proportion—
Q61 Matthew Hancock: So the incentive is to get
it right?
Robert Devereux: Yes. On your critical point about
internal processes, how is it now in anybody’s interest
to say, “Let’s pretend this job exists?” If the job does
not exist, it will not pass the employment test. What
incentive is there for you to say, “This person was off
benefit.”? The only person who knows whether they
are off benefit is me because I am paying them. There
is no incentive in the system, so my interest in their
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internal systems comes to when it goes down, because
I have taken the controls myself.
Q62 Matthew Hancock: On the question of the audit
of past systems—you read out part of the written
answer—it isn’t everybody’s view that that should
certainly be published. I want to ask about your
relationship with the NAO, because if you are going
to show that to the NAO, we and the public need
confidence that it will be scrutinised properly and be
appropriately put into the public domain. How much
detail do you share with the NAO? What does the
NAO then do with it?
Robert Devereux: In my view, it is pretty common to
show all your workings to your external auditor, if
they ask for it. That is what they are there for. It does
not follow, as night follows day, that if the external
auditor knows, it must be in the public domain. So the
answer to your question is that the complete audit
report on mandatory work activity, which is the one
we have completed, is already with Amyas. He has
been talked through it. He asked me many questions,
and I am pausing only on whether, having shown him,
it must now be put in the public domain. That was the
earlier conversation.
Q63 Chair: Amyas?
David Clarke: Shall I answer? So far, we have had
three reports from the Department. The first one we
received was on mandatory work activity, and
yesterday evening, we received the other two of the
three that they have completed. I can confirm they are
the complete audit reports, plus one report about the
fraud investigation into the mandatory work activity.
Normally, those reports are not published. If the
Committee wanted, we would do a memorandum that
would summarise the key points, so that the
Committee could have those.
Q64 Chair: I think some of us would rather have
it published. May I come back to you on the Work
Programme, because you make these assertions
frequently, Mr Devereux? Let me just take you
through another perspective on this. You have created
a whole lot of new incentives in the Work Programme,
so payment by results is the incentive, and that is how
providers will make their money. It is a black box of
activity that takes place, so you do not necessarily
know how they are behaving.
Robert Devereux: No, sorry; that is not quite right.
The procurement process did not specify the process
they should go through. The procurement process
asked them to say what minimum standards they were
going to use, and I now regard that as contractually
binding on them.
Q65 Chair: I understand that. So are you now
demanding of them how they treat their clients as
well?
Robert Devereux: Consistent with them in
themselves.
Chair: Consistent with what?
Robert Devereux: Their published minimum
standards.
Fiona Mactaggart: Their minimum standards.

Chair: Do you publish that?
Fiona Mactaggart: They are published on the
website, and sometimes they are as vague as, “Keep
in touch with clients.”
Q66 Chair: Can I carry on, and we will come to
them? As I understand it, a number of the
companies—indeed, the two that we heard evidence
from in private—award bonuses to their employees if
they place people into work. That is true as well. It
seems to me that that incentivises employees and
companies—
Robert Devereux: I am sorry to interrupt again, but
just to be really clear, I think you will find that in
some of these cases they are paying team bonuses, not
individual bonuses. That might make a difference to
your sense of what this is.
Q67 Chair: Okay. Team bonuses or individual
bonuses. Some are paying individual bonuses?
Robert Devereux: They are required—
Chair: I think A4e paid individual bonuses. I do not
know whether they have stopped, but they certainly
did.
Robert Devereux: For which contract—again, be very
clear. They are required to make sure that the
performance management systems must avoid
perverse incentives—for example, to falsely claim
outcomes.
Q68 Chair: They are required, but we will come on
to the question of how you monitor that.
Robert Devereux: Through monthly contact
management meetings.
Q69 Chair: What I am saying is that if there is a
bonus system in place—if it is outcome-based—and
if there is less concern with process, which you say is
one of the strengths of the new system, I think those
are all very good incentives, but it creates another set
of incentives among providers, because they will only
get their money if they get the outcome. They will
only get their bonus if they produce the numbers. With
the best of intentions by DWP, which undoubtedly
was the case with your predecessors—if Leigh Lewis
was sitting here talking about his Work Programmes,
he would feel as passionately about them as you do
today—there could well be an incentive to cut corners,
to portray what they do in the best light and possibly
to cheat or act fraudulently. Those new incentives
exist.
Robert Devereux: Why would they be paid? They
would only be paid if people are off benefit and in
work.
Q70 Chair: Let me give you two examples, Mr
Devereux, one of which I sent to you and you
obviously did not think it was very important.
Robert Devereux: Is it a Work Programme example?
Q71 Chair: It is a Work Programme example, from
29 March 2012. This is a person who went to the
Bexleyheath jobcentre—I have actually got it redacted
here—but as soon as they were referred, they found a
job: “I was just waiting for my new employer to open
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a dry cleaner’s, and I was offered employment. They
said I still had to attend a course. I was suspicious of
a job that was on their board”—blah, blah, blah. He/
she got the job, and did not have to do anything. Then
they wanted him or her to fill in a form. “I said, ‘I am
not filling this in. It makes it look like you got me the
job when I already had it.’ He said, ‘It is up to you,
but you get a £50 voucher sent to you if you do.’ So
I did, and I got the voucher in the post.” The person
went into the job, and A4e will get the money—they
probably have not got it yet, but they will get the
£3,000—for having placed the person in a job. But
from the point of view of value for money, Mr
Devereux, and our concern with value for money, A4e
did absolutely nothing to support that individual into
jobs. What I am saying to you is that the way you
have constructed the new contract may have closed
off some previous poor practice, but it has created new
ones. That is one example. Let me give another
example—
Robert Devereux: Can I deal with them one at a time,
because I will not be able to remember them all
simultaneously otherwise?
Q72 Chair: Okay. This man, woman, person got a
£50 voucher, so that A4e could claim a job outcome.
Robert Devereux: Whose £50 was it?
Chair: A4e’s.
Robert Devereux: So I have paid A4e if this goes
through—
Chair: For doing nothing?
Robert Devereux: For the rate we said in the contract
for getting somebody—
Chair: No, they didn’t. They did nothing. This person
got the job themselves, but they happened to have got
the job just at the point—
Robert Devereux: Would you like to engage me then
about what sort of test we are going to have for
whether or not somebody helped somebody get into
work? If you want to introduce a set of conditions that
are impossible to police—
Chair: Our concern here, Mr Devereux, is not the
rules you have established, but whether or not there is
value for money for the taxpayer. This is one instance.
I am about to read you another even worse instance.
This is an instance where—[Interruption]—you can
smile about this, but I think this is really serious.
There is £5 billion of public money at stake here. The
work provider is claiming for having done work
without having done anything. So public money is
going into a private provider company without any
effort. I agree it has not broken your rules, but I said
to you: do your new rules create new incentives. Let
me give the other case.
Q73 Mr Jackson: Can I just ask before we go on to
lots of anecdotes how you deal with that specific
issue? What methodologies have you got in place to
make sure that value for money is being looked at in
a case like that? That may be a very atypical case.
Fiona Mactaggart: No, it isn’t.
Mr Jackson: Well, you have no evidence for that.
What processes are in place to monitor the contract at
that very low level?

Robert Devereux: I have to go back a bit to some of
the evidence we gave you last time. Do you remember
that a condition of these contracts and keeping these
contracts is that the providers have to demonstrate that
they have got 10% more people into work than would
have been the case without them? So the bar to
continue with these contracts is they have to beat what
would have happened anyway. Part of my answer to
you is that people are going to get into work. Some
people will be easy to help and will make it back into
work quite quickly. We have some relatively tight
rules about not putting people on the programme who
already have a job. That seems a rather obvious thing
to do. There is an area that the Report talks about
regarding people who suddenly find that they have got
a job offer. Let me come back to the point I was
making earlier. I am not sure that I could very easily
contractualise the test “did you help me?”
Chair: No, you could process as well as outcome.
Q74 Mr Bacon: One of the things you could do if
you are going to be spending thousands of millions of
pounds on helping people into work might be helpful
for you, as a Department of State, to have some way
of assessing whether the contractor helped the
potential employee into work or not. I do not want to
put words into your mouth, but I think you just said
that basically that was not possible. Is that right?
Robert Devereux: No, what I said was that if you are
trying to construct a contract that you do not then end
up—I come in front of this Committee and hear all
kinds of questions about how does that process get
adequately checked. We are at least now working on
the basis that I have set the prices for this contract
based on a detailed examination of 10 years’ worth of
people moving in and out of work, which includes
people who on referral pretty much get a job
immediately.
Q75 Matthew Hancock: Hold on. So are you saying
that you set the contract according to the average—
the system—even if it means that some people will
get out of unemployment the very next day?
Obviously not everybody leaves unemployment the
next day, otherwise we would not have a problem with
unemployment. That would be a wonderful situation.
I understood your answer to be essentially a defence
of value for money at the level of the contract as
opposed to a defence of value for money for every
specific individual.
Robert Devereux: That’s correct.
Chair: We don’t know, Mr Devereux. With the
greatest of respect, we are sitting around this table,
and we don’t know. Can I raise my other case with
you?
Robert Devereux: I haven’t answered the question
yet.
Q76 Matthew Hancock: Can you answer my
question? Is it your defence that it is the whole
contract, and how do you therefore measure the macro
and whether 10% is better than what would have
happened otherwise? As an economist, I know that
what would have happened otherwise is the most
difficult thing to work out.
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Robert Devereux: It is indeed. The story we talked
you through last time was that in reaching the contract
that we have in front of us now we did a very detailed
analysis back over 10 years of HMRC data of
everybody’s movement in and out of work—a oneday bit, a six-month bit, and a three-year bit—to try
to establish the pattern of activity you could expect
in a modern economy, against which we could then
calculate what sort of price would be appropriate to
pay that produces value for money. In addition, having
established that baseline, we put in contractual
conditions saying that unless you beat that do-nothing
proposition by 10%, you are at risk of forfeiture, and
we will ask for it back again—
Q77 Chair: Amyas wants to come in, and then I will
do my other case and come back to you guys.
Amyas Morse: Just a comment. I wonder whether I
might direct the Committee to another point. I think
it is perfectly fair, and paragraph 2.14 of our Report
says that if you have a large number of people with
attachment payments, and being attached just before
they start a job, it would show up statistically, so I
don’t think it would be impossible for the Department
to pick up on it. There is potential for that to be
exploited, but it would be moderately visible datawide. I don’t think it is too difficult for the
Department to control. I am saying this against the
clear view in the Report that the control environment
has improved a great deal.
I don’t want to take away your right of reply, Robert,
but I would say that what will be more challenging on
a enduring basis will be making sure that when the
contractors have published their minimum standards,
within those there is real visibility when there are
quite a lot of complaints from the public. The
partnership in our view should have visibility of that
and should require visibility of it, and make sure that
those standards are pretty clear, and comply as far as
possible.
Fiona Mactaggart: Yes.
Matthew Hancock: Exactly.
Amyas Morse: The reason for that is that we don’t
want cherry-picking and so on. I am saying all this
against a background that it is getting better, but none
the less there are areas where more work could be
done.
Robert Devereux: An observation is that “It’s getting
better” was true of the entire document. The particular
quote you said was that the Work Programme includes
all the design, contractual, oversight and insurance
controls that we set out as being best practice—
[Interruption.] I will consistently come back and
defend this, because actually, that is—
Q78 Chair: Will you answer the question, Mr
Devereux? The question was about minimum
standards, and whether you would be willing to
publish the data around whether or not providers
comply with minimum standards.
Robert Devereux: I am just trying to test what our
practice is.
Alan Cave: Our practice is that every month in every
contract our compliance officers examine in detail 25
cases, and take them back to individuals and say—

Q79 Chair: Will you be prepared to publish whether
or not private providers comply with minimum
standards? Can you just answer the question, and stop
evading it, please?
Robert Devereux: We are trying to think before we
answer. I think the answer is probably yes, but can I
go away and think about it?
Amyas Morse: The question I was asking—sorry, and
pardon me—was not just should you publish it, fine
though that would be, but should you make a practice
of gathering users’ complaints to make sure you get
objective information. I don’t think it is too much to
ask that you might consider that.
Robert Devereux: Okay. On a monthly basis, apart
from the 25 cases, we have a routine standing agenda
item to discuss the complaints that providers have
received.
Amyas Morse: Do you get them yourself?
Robert Devereux: I don’t get them automatically
myself. A standard practice, and you might like to ask
the ombudsman what she thinks is the right way to do
this, is for first-tier organisations to get on and fix
first-tier problems, and then to have a second tier
where things that have not been fixed go. To date, 18
cases out of 750,000 referrals to the Work Programme
have got to second tier complaints. If that is the case,
I don’t have a systemic problem with people worrying
about levels of complaint.
Q80 Chair: Okay. The Report says that there is a low
level of fraud.
Robert Devereux: It says a low level of what?
Chair: Of fraud. What is an acceptable level of fraud?
Robert Devereux: What do you think it is?
Chair: Well, you tell me. You’re the accounting
officer.
Robert Devereux: Okay. My view is that reported
fraud—this is a quote from the National Audit
Office—is at 0.01%, right? So that’s one ten
thousandth.
Q81 Chair: That is reported fraud. We heard in the
session before that not necessarily all fraud is
reported.
Robert Devereux: Yes, exactly. So maybe it’s a bit
bigger than that. My guess is the level of fraud is
going to be so small, you might wonder why this is
the highlight of our—
Q82 Chair: What is acceptable? Your accounts are
always qualified—I accept—for fraud on individual
benefit, but fraud here, on the provider market, what
is an acceptable level?
Robert Devereux: What is an acceptable level of
fraud? The way Amyas looks at my accounts of
benefit fraud, he has regarded the current level of
fraud, at 2%, to be too high. We’re running a complex
system and something in the percent—this Committee
has never had a conversation with us and I should like
to come back another day and have a conversation
with you about—
Chair: This is preventing fraud.
Robert Devereux: About what would an acceptable
level be.
Chair: You haven’t got an answer.

cobber Pack: U PL: COE1 [O]
Processed: [24-09-2012 13:26] Job: 021493 Unit: PG01
Source: /MILES/PKU/INPUT/021493/021493_o001_th_corrected transcript.xml

Committee of Public Accounts: Evidence Ev 11

22 May 2012 Department for Work and Pensions

Q83 Mr Bacon: Before we move on, can I just
clarify one thing? Paragraph 7 mentions 0.01% of
spend. Does that mean 0.01% of spend on the Work
Programme ?
Robert Devereux: No, on employment programmes.
Q84 Mr Bacon: In total?
Robert Devereux: It is £773,000 over £829 million.
Q85 Mr Bacon: So it’s all the other employment
programmes, as well, that previously you were rather
reluctant to talk about.
Robert Devereux: Well, there are—
Q86 Mr Bacon: Now you’re praying them in aid to
make the number look smaller.
Robert Devereux: This calculation is £773,000 worth
of cases where we’ve identified misrepresentation,
against an annual spend of £829 million.
Q87 Mr Bacon: Across all programmes.
Robert Devereux: 82% of that £773,000 applied to
the New Deal.
Q88 Matthew Hancock: How much applies to the
Work Programme?
Robert Devereux: Zero.
Q89 Chair: Well, this is reported fraud.
Robert Devereux: There is no reported fraud on the
Work Programme , either.
Q90 Chair: Can I ask about a case from Ann Coffey
and how your systems would deal with it? I accept
this is a case you haven’t seen—she just gave it to me
this morning—of a man who started self-employment
a week after he was referred to the provider—I don’t
know which provider it is, sorry; this not an A4E case,
okay, but another one—and they said, “Will you come
and sign all these documents?”, because they wanted
to claim it as a job outcome. He was reluctant to do
so. They then said, “Well, if you sign all these
documents, you will get £2,000 after six months’ selfemployment.” So he signed all these things—signed
and signed and signed—and at each meeting he was
told that he would get the money. When he finally
said, “Can I have the money?”, of course it did not
exist.
Again, I accept that this is an individual case, but I’ve
said to you that I think you’ve created new incentives
which could create fraudulent activity. How would
your present new systems work with this sort of case?
Robert Devereux: First of all, I cannot see what the
fraud against the taxpayer is in that case. I do
sympathise with individuals—
Fiona Mactaggart: A self-employed person is a
taxpayer.
Matthew Hancock: Exactly. He’s now self-employed
and he was—
Chair: No, no, no. I think the bad value for money is
that the provider did absolutely nothing for this chap,
but claimed—I don’t know what you get—£3,000, or
whatever it is, for him.
Robert Devereux: Let me make a point that we
haven’t made in this conversation. I do understand the

point about what happens if they do absolutely
nothing. The contract here is designed both to get
people into work and to keep them in work, all right?
An awful lot of long-term unemployed cycle
backwards and forwards, in and out of work. You get
payments, as a Work Programme provider, for
sustained work over the period of two years, so even
if they don’t do anything to get him into work,
actually, if they assist him in staying in work over a
long period, rather than coming back, at the taxpayer’s
expense, on benefit, that’s a good outcome.
So one of the reasons why you may think that we’re
a bit too relaxed about whether they did anything to
get him in is, actually, I want them to stay off benefit
for a long time. I want them to be in employment for
a long time. That is good for growth.
Q91 Mr Jackson: You’ve got processes to monitor
periodically incrementally over that period, until he or
she is considered to be a full-time, permanent person
in work.
Robert Devereux: Not quite. We pay for most people
after six months in work. We are then prepared to pay
every month thereafter, up to a period of two years, if
in that month they are in work. The incentive is to
support people in staying there and not doing what
too many people on previous programmes did, which
is to go into work, collect the money and then fall
back on benefits
Q92 Mr Jackson: So you are effectively saying that
the cumulative benefit to the taxpayer justifies the fact
that it might be a bit flaky at the beginning?
Robert Devereux: As I have already said in answer to
your colleague, the aggregate value for money for the
contract stands on the base of it.
Q93 Meg Hillier: A couple of quick-fire questions.
Will you consider doing unannounced inspections to
increase transparency?
Robert Devereux: Unannounced inspections are a
perfectly legitimate thing to do if you are worried that,
all of a sudden, investigated material has been
thrown away.
Meg Hillier: It keeps people on their toes.
Robert Devereux: It does, but it is a function of
investigation. This Report is talking about assurance
teams. If I am sending somebody in to test whether
their systems work, it is not self-evident that they need
to arrive unannounced. The only issue that I take with
this Report is that it is not distinguishing between two
completely different things.
Q94 Mr Bacon: I am not sure that I follow that. This
Report is about preventing fraud. You are not
seriously suggesting that preventing fraud cannot be
assisted by unannounced inspections, are you?
Robert Devereux: No, what I am saying is—
Mr Bacon: Then Ms Hillier is right, isn’t she?
Robert Devereux: No, what I am saying is that if I
actually thought that the problem was such that I
needed to turn up and knock the door down and
quickly get in, then that is what I would do, but I also
have a good reason to go back and check whether, for
example all the things they have promised to do have
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happened. I might want to make sure that I turn up at
the right place and they have the evidence together. I
am not trying to make a big thing of this. Where it is
appropriate, we will do that. Where it is not, we won’t.
Q95 Meg Hillier: That is very important. Would you
consider having a single hotline for people who want
to whistleblow or tell you about a problem so that
they have somewhere to go? At the moment, people
don’t think it is worth complaining.
Robert Devereux: I am less persuaded that that makes
sense, for the following reason. At the moment, I do
want people who are participating in the Work
Programme to go to their provider if they have a
complaint.
Meg Hillier: I hope they do.
Robert Devereux: If they don’t wish to go to their
provider, they are seen fortnightly at their jobcentre.
Q96 Fiona Mactaggart: Do you audit what the
providers do when people complain?
Mr Bacon: I just don’t understand your resistance to
that. It is a very sensible suggestion.
Robert Devereux: The main reason is that people
understand whistleblowing to mean all kinds of
things. If actually what happensis they ring up and
say, “I was supposed to have a meeting with my
provider, but they didn’t turn up today,” that is a
complaint; it is not a fraudulent thing.
Q97 Matthew Hancock: As we have discovered
ourselves this afternoon, it is important to have a
process for whistleblowing, to ensure that when there
are things that may on the surface look serious they
are properly investigated.
Robert Devereux: Whistleblowing is typically a
concept about staff whistleblowing on their
organisation.
Q98 Fiona Mactaggart: But it is not just
whistleblowing. The reason that I first wrote to the
Comptroller and Auditor General about how A4e were
behaving was that there was no process where the
concerns of my constituents, who were referred to
A4e, could properly be dealt with. I just got brush-off
letters and there was no process where I could
advocate on their behalf. Now that was not always
about fraud, but there is a lack of a process.
Robert Devereux: The process is you complain to
your provider. If you get no response to that, you are
allowed to go to the independent case examiner, which
all benefit recipients are allowed to go to. That is told
to people when they go to the benefit centre. That
is a second-tier complaints process. That is what the
ombudsman votes for.
Q99 Meg Hillier: That is a bureaucratic answer, with
all due respect. For an average claimant, it gets quite
complicated.
Mr Bacon: What you really need is, “Phone this
number.”[Interruption.]
Chair: We are coming back.
Robert Devereux: I look forward to it.
Sitting suspended for Divisions in the House.
On resuming—

Q100 Chair: Can I just ask you about your new
systems? Let’s get on to your new systems for
assessing your new inspection regime. Again, let’s get
the history right. You have had inspectors in the
Department since 2009.
Robert Devereux: Do you mean investigators of
allegations—that sort of investigator?
Chair: Investigators. They have been there since
2009.
Robert Devereux: No, I think in terms of 2009 you
are talking about the construction of what we call the
provider assurance teams. Those are Alan’s teams
now.
Q101 Chair: Who are they? Have they got audit and
accountancy qualifications?
Alan Cave: No, they are there to assure me that the
systems and processes that the organisations are using
are sound and compliant with what we said they
would be.
Q102 Mr Bacon: Is this the financial appraisal
monitoring team?
Alan Cave: It is what took over from that.
Q103 Mr Bacon: Admittedly, you have now replaced
them. Presumably you then had some sympathy with
the comment by one of our earlier witnesses that it
was totally ineffective as it was.
Alan Cave: The two things go together. It is not that
the financial appraisal monitoring teams were, in
themselves, ineffective, but they were doing the
wrong thing.
Q104 Mr Bacon: Quite. One of the questions that I
have never understood, is why they didn’t look at the
internal audit reports. The answer that the Report
gives is that you say it was because the information
that you might get might vary from one part of the
country to another. That sounds like a statement of
words, but it is not really an answer to the question.
Alan Cave: I was making a separate point. The reason
they are doing the wrong thing is because at that stage,
the controls environment was all about pieces of
paper, carbon paper, claims for jobs being expected
and bits of paper back from employers. The FAM
teams were there to do a sort of tick-list sampling that
those forms had been filled in correctly.
Q105 Mr Bacon: But if you wanted to assess the
quality of the control processes, looking at the internal
audit report is bound to be informative and helpful,
isn’t it?
Alan Cave: I agree. I’ll come to that point—
Mr Bacon: Hang on. Mr Cave is nodding and saying,
“I agree”, and Mr Devereux is shaking his head.
Robert Devereux: I said we agree.
Mr Bacon: You were shaking your head while
agreeing?
Robert Devereux: Amazing, isn’t it?
Q106 Chair: Explain to me. If you agree, why in
2011 when your team visited A4e, did you not ask for
the internal audit reports?
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Alan Cave: In 2011? I am not sure that is the case
actually.
Chair: In 2011, paragraphs 33.22 to—
Alan Cave: So this is when the PAT team did it. Can
I make a point about the internal audit? Personally, to
put my hand up on this, I think we missed that 2009
internal audit report and that was wrong. I should have
been on the look-out for that because it was referred
to in the Work and Pensions Committee, and I should
have had somebody covering that. As we have
discussed, I do not think anything in that report
materially changes anything we knew and were on the
case for, but we should have got that. There is some
good counsel in the NAO Report that we should more
systematically make sure that we understand what the
audit plan is for each of the—
Q107 Chair: That is a different thing.
Alan Cave: No, it’s not—excuse me. Can I finish my
sentence?
Chair: Actually this bit of the Report says that in
2011 you didn’t ask for it.
Alan Cave: And I am acknowledging that that was
probably something we should have done.
Chair: No, you said ’09.
Mr Bacon: You did say that was a fair cop, I think.
Alan Cave: I was talking about the 2009 one, and
saying that I think the NAO makes a fair point that as
a matter of routine we should, every time we start a
PAT investigation—as we are doing now—check
through the audit plan and see which of the internal
audits look relevant to the competency of the PAT
team. I think that is a fair cop.
Q108 Mr Bacon: This high level of assurance is
obviously going to cost a higher sum of money. Can
you say how much more, in particular but not only in
this? We took evidence on the Work Programme
Report at the beginning of February. It refers to the
computer system—the management information
system—as originally budgeted at £4.6 million, and
having underestimated the budget now stands at £8.6
million.
Robert Devereux: He is talking about the previous
Report.
Alan Cave: Okay.
Q109 Mr Bacon: Yes, I was making that very clear.
I know, because we had an exchange about it and you
told me it started work on 23 March, so I’m hoping
you will be able to tell me how much it cost. Was
£8.6 million the final number?
Alan Cave: It was a little bit below that, I think.
Mr Bacon: What is the total cost of this higher level
of assurance compared on a like-for-like basis, if you
can, with the rather looser regime before?
Alan Cave: That is an interesting question. Because
we have moved to a regime that now depends on offbenefit checks, computerised processes and us taking
on board a lot more of the automatic checking, fewer
people are needed in the PAT structure than when it
was the old FAM team. Under the FAM team, we
had scores of people chasing around looking at bits
of paper.

Q110 Mr Bacon: Because you are worried less about
what goes on inside the provider, than about your
checks with HMRC and so on.
Alan Cave: Exactly.
Q111 Mr Bacon: I was talking to the Minister about
this in the Lobby—about the extent to which and how
one might go about defrauding—and he said you had
appointed UBS, with the task of asking those sorts of
question. With the projects now, one of our earlier
witnesses said that if you dangle the carrot, the
donkey will move. Well you’ve still got a carrot—
there is lots of money. If you were a donkey, how
would you go about moving? It seems to me that since
the thing requires not only an up-front payment to be
validated, but a sustained payment later when the job
has been maintained, you need to convey the
convincing impression of a job that is created, or
secured, through the programme and sustained. That
would be your starting point.
Alan Cave: And off-benefit.
Q112 Mr Bacon: Yes. Obviously, you’ve checked
that: you’re not paying any benefit, so that is a saving
from your point of view—if you were paying benefit
before—but you still have the issue of whether a
company, a provider, is getting those two payments
for nothing more, potentially, than having created the
convincing impression of a job that is sustained for
two years. Every system is open to gaming and that
would surely be how they went about it.
Alan Cave: How would you do that?
Q113 Mr Bacon: I am not about to go into too much
detail in case it gives you too many ideas. Presumably
if you are relatively lowly paid you would not come
to the attention of HMRC because we’re shoving up
the tax threshold, so a check with HMRC would
reveal nothing.
Alan Cave: No, it would, because it is a P45 check;
it is not a payroll check.
Q114 Mr Bacon: On the current HMRC website it is
possible to create your own P45. I was told this by a
PAYE journalist recently. You can just put in what you
like. Whether they have pulled it down now, I do not
know, but it was up there very recently. The fact is
that if you are lowly paid, you would not necessarily
be paying tax—you might be working black—and the
provider has got its money, so they are both happy.
Robert Devereux: But if you are working black and
there is no record in HMRC, you will not get paid.
Q115 Mr Bacon: Sorry; you mean that the provider
will not get paid?
Robert Devereux: Yes.
Q116 Mr Bacon: Even if the tax paid by the
individual was zero, there would still need to be a
record at HMRC with a national insurance number,
before the person got paid. Is that right?
Robert Devereux: Yes. Let me elaborate to be clear.
We make an automatic check in this sample with
HMRC records. Just because it is possible,
hypothetically—HMRC records are not wholly
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correct—if it fails that test, we will go and seek to
find whether there is other evidence of employment.
Q117 Mr Bacon: It is said there are about 75 million
to 80 million national insurance numbers out there,
which is significantly more than the number of people.
I have not investigated the secondary market for
national insurance numbers, but presumably it exists.
How would you guard against that possibility?
Robert Devereux: There are a lot of dead people for
whom we still need to know the national insurance
numbers, because their spouse’s pension depends on
it. That is one reason why there is a large number of
NI numbers.
Q118 Mr Bacon: But there is fraud as well.
Robert Devereux: There is fraud, yes. I have not come
to tell you that the system we have put in place is
absolutely foolproof.
Q119 Mr Bacon: No, and I do not expect that.
Robert Devereux: I have come to tell you that it is
orders of magnitude better than it was previously, and
I am hoping you are going to be pleased with that. On
that basis, we are checking, with HMRC—I cannot
think who would be better to check, because it is
supposed to know if they are in employment—and if
the HMRC record is found, we will go and find an
employer. I agree that it might be possible to construct
some circumstances to get past all of that, but I am
struggling to think of it, compared with—
Q120 Mr Bacon: I appreciate that you have tried
very hard. I think what you have is a clear
improvement, which the NAO Report says. Your
direction of travel is terrific, and when we look at this
again in two years, I am sure there will be a nice
graph showing how successful it all was and how
much benefit expenditure has gone down.
Robert Devereux: I look forward to coming back
then.
Q121 Chair: If you are still there.
Robert Devereux: I will be.
Q122 Mr Bacon: Marvellous. We will hold you to
that as well.
One more question: are providers contractually
obliged to tell you if the beneficial ownership of the
provider changes, as is quite common in Government
contracts? When Emma Harrison resigned as
chairman, she was reported as being—in fact, Mr
Dutton told us—the 87% shareholder, so we can
assume, in the absence of evidence to the contrary,
that she continues to be the 87% shareholder. Is that
right?
Alan Cave: Yes, because if they have a change of
ownership, it is a contractual condition that we need
to agree that.
Q123 Mr Bacon: Who are the other four owners?
Alan Cave: I do not know.
Q124 Mr Bacon: You do not know. Is that not a
question you would be interested in? What if they turn

out to be people whom the Home Secretary judged
were not conducive to the public good and should not
be in this country? It is not a trivial question. I am
asking it in all seriousness.
Alan Cave: I am not treating it as a trivial question; I
am just trying to reflect whether we would have
known it at the time of the bid. I can find out and let
you know.
Q125 Mr Bacon: Could you send us a note on that?
Alan Cave: Yes.
Q126 Mr Bacon: I would like to know who they are.
I learned only the other day that Sir Robin Young is
the chairman of A4e. Is that still correct?
Alan Cave: I believe it is, yes.
Q127 Mr Bacon: Do you know if he is a
shareholder?
Alan Cave: I do not know.
Q128 Mr Bacon: Mr Devereux, have you had any
conversations with Sir Robin about this at all at any
point?
Robert Devereux: None whatsoever.
Mr Bacon: None whatsoever. Thank you.
Q129 Chair: Ever since you have been in post?
Robert Devereux: Ever since I have been in post. I
thought you might ask me that question.
Q130 Chair: It is just that I know the old boy
network.
Robert Devereux: Do you? Well, you do not know
this old boy.
Mr Bacon: The girls are excluded. Didn’t you know
that? It is a first principle.
Chair: The girls are excluded.
Q131 Fiona Mactaggart: One of the things that I am
struck by is that, in order to improve the ways of
reducing fraud, you are depending on one kind of
control, which is a financial control. In effect, you are
choosing not to use other kinds of control which many
companies would use—transparency about the
process within the company, whistleblowing records
and so on. These things are not actually part of your
system. I am wondering why you have chosen not to
make them part of your system. It seems to me that
that is a deliberate choice. On the financial outcomes,
your making that system more robust than previously
might deal with some past frauds, but these other
things would deal with another kind of fraud, which
is the risk of really bad quality provision—risks other
than just straightforward financial fraud. I am
wondering why you chose not to bother with that.
Robert Devereux: There are two answers. First, we
have not chosen not to bother with it, because we have
conversations with them month in, month out about
what their processes are and what they are doing. It
comes back a little to the nature of what we are trying
to achieve here. What we are trying to achieve here is
to get people who have been on benefit for a long
time into work, and that is a thing that I prize above
everything else. I am trying not to specify what sort
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of process they all go through—quite deliberately. I
am not trying to be silly with this, but you cannot
defraud the DWP by some other process if the
controls are as good as I have just described.
Q132 Fiona Mactaggart: I understand that, but for
example if you tested schools only on their
examination results, the schools could put in
fraudulent people to do the exams. I am not
suggesting that that happens, but I am saying that you
can substitute one kind of fraud for another. I am
concerned that by having merely a one-legged stool,
you put yourself at risk of other kinds of fraud.
Robert Devereux: It depends what your analogy is.
My view is that I have very tight control over the
cheque book—that would be my analogy. The people
who are coming to the programme have been referred
to them by me. I know their name. I know their
national insurance number. They were a client of
mine. I am not going to invent a pupil, because I sent
them there. When they come back and say, “Mr
Devereux’s got a job”, if Mr Devereux wasn’t
referred, I might smell a rat. Quite seriously, I am
struggling to think what the obvious fraud is—
particularly the sort of stuff you have heard this
afternoon—that would be perpetuated against me. I
absolutely take the point that maybe there is a very
sophisticated construction—
Q133 Mr Bacon: Just take the diesel washing case in
Northern Ireland, where HMRC said, “This is absolute
nonsense. It would be physically impossible to do
diesel washing to get rid of the red diesel on the scale
required, so it is not something that we’ll take
seriously as a big risk.” About a week or two later
there was a story in The Times about a diesel washing
operation on a scale that simply staggered all the
HMRC officials.
Robert Devereux: So let’s not be complacent. I agree
with that. There might be things, and we need to keep
alert, right?
Q134 Mr Bacon: Is your mindset therefore that you
have eyes in the back of your head, looking around
and scanning the whole time?
Alan Cave: It is, and one of the things that we need
to do on the back of the NAO Report—it gives us
some good pointers, actually—is to think about how
our various control mechanisms, in terms of teams,
are configured. They all do a very good job. I think
that they are excellent, actually. The current
configuration is designed for the transition process,
which we have been through, to get from old world
to new world. They have done that very well. There
is a case, and you make it implicitly, that perhaps now
is the time to have a bit of a look to see, with an eye
to the future and looking round as many corners as
possible, whether we need to tweak or look at some
of the structures.
Q135 Chair: Is that to look at this thing that we—
well, I—have been banging on about about bringing
in people, auditors or accountants, who know a little
bit about money?

Alan Cave: We are not short of auditors or
accountants.
Q136 Chair: You said that you did not have them.
You said that you had them in the team that went into
look at A4e, but do you have them in your
performance whatever-you-call-it?
Robert Devereux: In the provider assurance teams, we
do not routinely ask for auditors or accountants. One
of the recommendations in this is that we should think
about the skills, and we agree.
Chair: You agree.
Robert Devereux: Yes, we need the team to be
adequate. I do not need everybody to do it. These are
helpful suggestions that will help us to be—
Mr Bacon: If you are not careful, we’re going to sing
the departmental song together.
Q137 Fiona Mactaggart: One thing that this
Government have said, and there is a serious point in
this, is that increased transparency can mean that the
citizen plays a role in auditing the quality of a service,
if they can see what is going on. I accept that the
problem here is that we often have a reluctant
customer, namely, the workless person. What struck
me from my contact with people is that a large
proportion of those customers are very often not
reluctant, but are very keen on getting into work, very
keen that the public’s money is properly spent and
feel that what they see is not spending the public’s
money properly.
I looked at the Work and Pensions Select Committee
Report on the old system and it said, “the ‘black box’
applies only to how customers are helped by
providers; it never applied to auditing or to the
treatment of subcontractors. The Department has also
specified in the Commissioning Strategy”—I noticed
that the commissioning strategy which was extant
then, is still on your website—“that its assurance
processes would ensure that the hardest to help were
offered a good service by providers.”
One thing that I keep saying on this Committee is that
value for money is people getting good value, as well
as the taxpayers’ pound being spent frugally. I am
concerned that as well as fraud, we have some
examples of very poor value, “I’ll give you 50
quid”—or £2,000 even—“if you fill in these forms”.
The new systems runs the risk of such gaming.
Alan Cave: There is more transparency in this
programme and these contracts than in any of its
predecessors. All the terms of the contracts are out
there on our website—never had that before. You may
have a criticism about the minimum service levels, but
they are out there.
Q138 Fiona Mactaggart: Wouldn’t it be a good idea
to have a minimum service standard that was
universal?
Alan Cave: No.
Q139 Fiona Mactaggart: Why not?
Robert Devereux: Who would define it and why
would it be right?
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Q140 Fiona Mactaggart: Why don’t you look at the
minimum service standards, which are very diverse,
between the different companies? Actually, in some
ways, A4e’s is better than many, because it is more
specific.
Alan Cave: What conclusions do you draw from that?
Q141 Fiona Mactaggart: One of the things that I
think is that you should establish some minimum
services standards that are perhaps universal. I
understand why you did not do that at the beginning
of the programme—fair enough. I think that giving
people the chance to go for minimum service
standards at the beginning of a programme can create
more competition.
Alan Cave: The conversation that I really don’t want
to have in two years’ time is one with a provider who
says, “My performance would have been so much
better if you hadn’t insisted that I put in those
minimum standards.” That would have sent us back
so far. It would be a terrible, retrograde step.
Q142 Fiona Mactaggart: So you think it is fine that
some contractors have minimum standards that mean
that they can be a three-hour journey away from
someone who hasn’t got a car.
Alan Cave: If that was what they bid for and if that
is what they think is consistent with getting more
people into work and keeping them there, yes.
Robert Devereux: At the end of the day, we have
thought very hard about this. In figure 12, there are
examples of what individual providers have actually
chosen to do. Even in respect of something called,
“Meeting with personal advisers”, even those who had
specified a minimum standard cannot agree on what
that should be. I do not see why you would imagine
that Alan Cave’s judgment about the minimum
standard, as a necessarily good thing to do—
Q143 Matthew Hancock: Amen to that. On the
current evidence before us, you are a very impressive
performer. Have you found that the fact that lots of
different providers have looked at different ways of
doing it has thrown up new ways of working to
improve the ability of providers to get people into
work?
Alan Cave: That is a really good question. I think that
is beginning to happen. The key to a successful Work
Programme is that it uses the flexibilities in the
contractual arrangements, plus the much more realtime performance information that it now has, because
it is there and can understand which interventions
work better for which groups in getting them back to
work faster. It can use that combination to innovate,
change and flex. Cutting across that with a stateimposed set of minimum processes is antithetical to
that dynamic, which I think is how you get
improvement.
Q144 Amyas Morse: I have some sympathy with
what you are saying, but that is different. If I can just
complement what you were saying, Fiona, what about
saying that we are going to keep on expecting them
to say how they are going to improve? As they put
their hand up and as they paid for the contracts, they

did not know what it was going to be like when they
put their bids in. Rather than saying, “Let’s have one
size fits all”—I understand what is wrong with that—
surely there is nothing wrong with you saying, “We
will want to talk to you about how you are going to
improve these standards of service over a steady
period of time so that you are clear and more focused,
it is clear what you are saying, and people can better
understand the deal.” Unless you think you have it all
right first time, I would have thought that that made
sense.
Robert Devereux: We don’t think that, but remember
the structure of this contract. At the moment, we are
paying people to be attached to the programme. That
is not a job outcome. That payment is going down in
each of the next three years and will eventually be
zero, so half of that will just be—They are going to
have to get better just to keep their cash flow going.
Q145 Fiona Mactaggart: Or they could go bankrupt
if they’ve taken £8.6 million out of a company and
run off with it.
Robert Devereux: They could go bankrupt and the
consequence of bankruptcy would be that I would not
have paid, with taxpayers’ money, for outcomes I
didn’t get.
Q146 Fiona Mactaggart: I understand that you
wouldn’t, but she has already pocketed £8.5 million.
Robert Devereux: To date, the evidence from most of
the employment programmes prior to the Work
Programme is that they have not actually achieved
very much, so we need to achieve more; otherwise,
we will continue with long-term unemployment.
Amyas Morse: I understand that and am really not
disagreeing with it. I am just saying that there is
nothing wrong, given that you are meeting them so
often, with having a discussion and saying to them,
“There are elements in this that we would like to see
clearer and better articulated. Let’s talk about it.”
Alan Cave: That is fine. The only rider I would put
on it is “as long as that is a discussion linked to
performance”, because I want to know what they are
doing to improve service levels such as to get more
people back to work.
Amyas Morse: I agree with you.
Q147 Fiona Mactaggart: One discussion that could
link to performance is that you could require every
supplier to have, targeted at their staff, a
whistleblowing procedure that was publicly available.
Alan Cave: They have—that is a requirement.
Q148 Fiona Mactaggart: It is a requirement. Are
you confident that the staff of these companies know
that, because it is not what I am hearing from people
who work there?
Alan Cave: That is something that the PAT teams, as
they go through all the Work Programme providers,
will investigate and look at, and if they find they are
not getting—
Q149 Fiona Mactaggart: Yes, on pre-announced
investigations, so the posters are up nice and
noticeably while you are there, Mr Cave.
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We keep hearing from people that they do not know
how they can complain and that they have bullying
managers who prevent complaints. I accept that you
have not been able to investigate all these cases, but
one of the things that I have learned as an MP is that
while you get green ink complainers, when you get
the same complaint from all ends of the constituency,
there is something that you should be alert to, and one
of the things that I am very struck by is the number
of people who have worked for these companies and
say that bullying management means that there isn’t
a way in which they feel that they can safely make
complaints when they are asked to do things. We have
had evidence from people who have been asked to do
things that include making up evidence and telling
lies. We have not been able to test that evidence in a
court of law. Nevertheless, it is quite perturbing that
people feel that that is what they have been asked
to do and that there is no way they can whistleblow
about it.
Robert Devereux: Let me come back to the rather
important point I made earlier. In the evidence you
heard, we were swooshing around the years. It has
been the case that some of the things you have
heard—
Q150 Fiona Mactaggart: I am talking about
evidence that we have heard about the period of the
Work Programme of someone being asked to lie.
Robert Devereux: In respect of the Work Programme?
Q151 Fiona Mactaggart: It wasn’t in respect of the
Work Programme. You’re quite right—you were
sitting here. She was talking about a different
programme, but it was in this period, and therefore
she did not know how to complain. While you are
right that the programme that she was asked to lie
about was not the Work Programme, if she had known
of a safe way of passing it up, that would have equally
applied to people who worked on other programmes
at that time in that company.
Robert Devereux: I am going to check something and
then drop you a line, because I think some of these
providers have actually established independent
confidential helplines. In other words, they are not
whistleblowing to staff; they are whistleblowing
outside the organisation. I’d like to check that before
I quote it.
Q152 Mr Bacon: Some of them.
Robert Devereux: Well, I have evidence of a provider
who I think is doing this, but before I—
Q153 Fiona Mactaggart: Can you tell us how many
uses of these so-called independent lines there have
been?
Robert Devereux: If we knew, I would happily tell
you.
Q154 Mr Bacon: Could you send us a note and in it
state how many providers there are in total under the
Work Programme?
Alan Cave: Eighteen.
Mr Bacon: It’s 18 private contracts, isn’t it.
[Interruption.] Of those, how many have established

this independent confidential helpline and how many
haven’t?
Chair: I think we’re coming to an end. We’ll hear
from Austin now, and then I have a couple to sweep
in at the end.
Q155 Austin Mitchell: I’m not sure the Committee
wanted to bring me on, but I think Mr Devereux has
said that one of these companies could go bankrupt.
That is about equivalent to the Governor of the Bank
of England saying moral hazard could discipline the
banks because they might go bankrupt, too. They are
already too big to fail. It is so unlikely. Here is a new
category of capitalism that was set up to milk the
state. It is not facing the competition of the market;
it’s got a safe contract, which just goes on, so the
threat of bankruptcy is really hypothetical.
Just let me ask this, though. Let’s not take A4e; let’s
take the other one—Working Links. A number of
disreputable things have happened with Working
Links. A lot more was revealed when the papers for
the disabled work scheme were dumped on a tip for
public exposition. It was a curious filing system, but
it did bring things out into the open that we didn’t
know about, and you’d had compliance visits that had
proved fraud in several of the local organisations. So,
here is a case against Working Links, which is
obviously badly organised and badly run, yet at the
end of the day, you’re getting this new scheme—I
think the new scheme is a good idea, actually.
Payment by results is a good way of doing it—it’s
very sensible—but it tends to be inferred that getting
people a job drives out all other considerations when
you say that’s the prime objective. Why was a
company with that record and that structure
reappointed to the new system—it is now running the
system in Wales?
Robert Devereux: In the closed session I heard
evidence that dated back to 2008 and 2007—that was
what the gentleman sitting in my seat seemed to be
saying. The process that we talked you through, by
which people got on to the Work Programme, was one
in which at the point that we were doing it, we
checked whether we had concerns about their fraud. I
have deliberately said several times now that the
process pre-2009 frequently was problematic, partly
because it was a paper chase with dodgy definitions,
but also because I don’t think that there was a
systemic segregation of duties, so if I am the person
who puts you into work and I am the person who
makes the claims to DWP, there are all kinds of
incentives and opportunities for me to do that. If you
introduce segregation of duty, that becomes a different
thing. That was what the colleague who spoke earlier
was talking about, because most of his evidence of
fraud was actually things that had been tracked in the
company. My view is that these companies have been
on a journey and I am not in any way going to
condone poor behaviour in a period when they had
the wrong systems.
Amyas Morse: You have just taken away the contract
for mandatory work activity.
Robert Devereux: I have, but not for fraud. I am
trying to be clinical in my answers.
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Q156 Austin Mitchell: Was there a
competition to take up the contracts?
Alan Cave: There was a lot of competition.

lot

of

Q157 Chair: Mr Devereux, every permanent
secretary arrives and says, “It was all rubbish before
me, and it’s all going to be brilliant since I have been
here.” You are pretty normal in doing that. I have tried
to say this before, but from our point of view, we look
at past expenditure. I try to haul back perm secs who
may have moved round government to call them to
account so that they become accountable as well as
being responsible. It is a bit more difficult in the case
of Leigh Lewis, whose record you are attacking,
because he has left the civil service, but all of us who
knew him think that he was a very upright,
passionately committed individual.
On A4e, Mr Devereux, you talk about the allegations
going back to ’08 and ’09. Some do, but some of them
relate to what has happened since, on your watch, in
2011–12—I don’t know whether you had joined the
DWP then, so perhaps they did not happen on your
watch, but they certainly happened on Alan Cave’s
watch. They have certainly arisen during this period
of Government. Our job is to look at allegations,
whenever they relate to. I will look at one that goes
back to 2001. If it is found that A4e has committed a
fraud in any of these many cases that you are looking
at, will you reconsider, at that point, whether it is a
fit company to undertake the new Work Programme,
whatever the controls you have on that programme?
Robert Devereux: These companies have got
contracts with us. We have made it perfectly clear
that, like you, we will look back as far as we need to
examine some of these frauds. The question that we
will be asked, as a matter of law dealing with
contracts, is whether the action we take is reasonable.
If I found that, in 2008, there was a case, which, by
the way, we may have recovered the money for, it may
well not be reasonable under law to take a contract off
them for that. If, on the other hand, we find out that,
despite everything we have been saying, there are
fantastically systemic problems, which persist to this
day, then, as a couple of Ministers have said, yes, we
would take the contract off them.
Q158 Austin Mitchell: Are there alternatives
available? Is there competition for these contracts?
Robert Devereux: This is an important point: there
was competition for the market—competition to get
on to those contracts. Remember, at the moment,
every region has got at least two, and sometimes three
providers. They are currently getting random
allocations of customers—say 50% each. In three
years’ time, if it turns out that provider A is doing
better than provider B, they will get more work than
provider B. Even in situ—even with this contract—it
is a wasting asset if they do not perform.
Q159 Chair: I not worried about your not finding
alternatives, because I agree that there is competition.
I am interested: what is your definition of systemic?
What is it that has to be shown for you to say, “No
more”?

Robert Devereux: I will have to think about that, and
drop you a note. To me, systemic means the very way
in which the company is run.
Chair: That is what we have evidence on.
Robert Devereux: No, what you have evidence of is
the past, so be very clear—
Q160 Fiona Mactaggart: We have evidence of
company cultures.
Robert Devereux: Yes, but companies, like
individuals, may change—
Q161 Mr Bacon: We have just established that they
have not changed. Indeed, where the beneficial
ownership had changed, you would have had to have
been notified.
Robert Devereux: You are making a very simple
elision between some past facts and contemporary
culture, leaving out the fact that consequent upon
those facts we have changed some of the processes.
You cannot have some of the culture—
Chair: I know we cannot talk about it because it was
in private, but the auditor who sat before us was
there—they were both there—between 2011 and
2012. This was not massively in the past.
Matthew Hancock: That is not actually accurate.
Chair: They were.
Q162 Matthew Hancock: No, one left in May 2011,
so was not there in 2012. But more importantly, as we
discussed, this needs to be investigated. Do you
agree? It should be investigated properly, and then you
can come back to us.
Robert Devereux: I know what you will tell me, but
that auditor did not work for an employment
programme.
Q163 Chair: But he was within the organisation.
This is where I have to say to you that while I
understand, I simply ask you to work across
government, because our interest here is that it does
not matter whose contract it was.
Robert Devereux: Our consistent position has been
that if you have any information let us know and we
will put—
Q164 Chair: We have given you information, and I
hope that you will come back to me and talk about
the ones where you felt that you did not have
enough information.
Robert Devereux: I will bring an investigator round.
Q165 Chair: Okay. Finally, a public sector contract
to build houses, hospitals or schools is pretty
straightforward. I am thinking of payment by
results—the school is there—and you can keep a little
bit of money back to make sure that if anything has
gone wrong, you can get it back. Would you accept
that a contract that provides human services is
qualitatively different? It will work only if you build
trust. I think that that is the key thing—there has to
be trust in the system. It is partly about the outcome
but also about—this is the Fiona point, really—how
well the customers are treated. That has to be part of
the mix in these sorts of contracts. So it is about the
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how as well as the how much—I hope that you accept
that. If I put it to you that I think that trust has broken
down here, in particular in relation to A4e, how can
you rebuild it?
Robert Devereux: First, I agree that services to
individuals are important. Any company that thinks it
will be successful as a company if it is not having
trusting relationships with its clients is probably
making a mistake. The idea that somehow or other I
can have a company that continues to be very
successful in getting people into work but that actually
has no constructive relationship with them I think is a
bit difficult. Imagine for a minute, just hypothetically,
that it was successful in getting long-term people into
work without necessarily the friendliest relationships,
I would still be quite pleased with that outcome,
because I do not really want them on benefits and I
would rather have them in productive employment. I
agree that it would be nice if the relationships were
positive, and I suspect that positive relationships add
to their ability to get people into work, but that is sort
of where I would pause. I do not actually think, from
what I have heard, that lots and lots of A4e customers
have lost trust. As I said to you earlier, 11 cases out
of 750,000 referrals have made it to the second tier,
and I can assure you that second-tier complaints are a
really easy thing to do, because I read them all the
time on the benefits side. There is a sense in this
Committee, I fear, that we have decided beforehand
that this thing is systematically wrong. You are
nodding—
Matthew Hancock: Not everybody.
Q166 Chair: Within A4e.
Robert Devereux: No, across the piece. There is that
sense here. All I am asking you to do is to be a little
bit clinical about when the evidence you have seen is
from, what changes we have made and what changes
the companies may have made. By all means keep
testing us on it, because we are not perfect, but I
would like to end by concluding that, in one sense,
how nice as an accounting officer to find that the NAO
thinks that I have done the right thing. They do not
always say that to me, as you know.
Q167 Chair: I don’t ignore the evidence that we
have. This is probably a conversation for elsewhere,
but I have to say to you, Mr Devereux—

Robert Devereux: Those are allegations that you
have, not evidence you have.
Q168 Chair: The allegations we have—but the way
in which the DWP tends to deal with these allegations,
as compared with other Departments which are also
making contracts with private providers, whether for
educational or for health services, is qualitatively
different. There is a greater openness to looking at the
systems. That is my experience—
Alan Cave: What is the evidence?
Robert Devereux: What is the evidence?
Q169 Chair: That is my experience. You are never
actually prepared to say, “Hang on a minute, this
might mean that there is a bit of a system here that
we ought to investigate and see whether or not it is
viable.”
Robert Devereux: If we had not thought that, we
would not have invented the programme that is in
front of you today. We could have sat on the New
Deal; we could have sat on 600 providers, 1,300
contracts—
Chair: All political parties were going towards what
has become known as the Work Programme . As I
keep saying, it was evolutionary—
Fiona Mactaggart: That is evident from the report
that I quoted.
Chair: Yes, it was no great revolution; it was
evolution.
Q170 Matthew Hancock: Do you accept that it is
not evident how it reduces fraud by requiring
outcomes rather than processes? It is entirely
outcomes-based.
Robert Devereux: The level of automatic checking
was not the same as we have now. I am able to make
these statements, with which I had some other things
to say, because we have invested in the system that
we have just turned on and which you keep asking
about—it has just been turned on; it did not pre-exist.
Q171 Chair: I am not sure that it is value for money.
Robert Devereux: The value-for-money question goes
back to our earlier hearing, because that is the point
that Matthew made.
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Written evidence
Written evidence from the Department for Work and Pensions
You asked for four pieces of information by 18th May, ahead of the PAC evidence session on 22 May.
Let me start with your request for information on the Department’s review of A4e controls.
The Minister for Employment made the following written statement to Parliament on Tuesday this week:
The DWP’s Work Programme providers are required to ensure that stringent controls are in place to
guard against fraud and to adhere to high standards of compliance in the operation of our contracts.
By its innovative payment by results design, the Work Programme also provides significantly greater
protection against fraud than previous employment programmes.
In March 2012, against a background of public commentary on A4E, the Department was made
aware of an allegation in respect of their separate Mandatory Work Activity contract. This is very
different from the Work Programme. It is much smaller, shorter and focused on providing brief spells
of work-related activity to individuals who will benefit from such activity. In contrast the Work
Programme aims to deliver sustained job outcomes for the long term unemployed.
In the light of the allegation received, the Department announced it would audit its commercial
relationships with A4E. The Department’s Internal Audit and Investigations team undertook this
audit, supported by Ernst and Young, and examined the controls operated by A4E on all its current
contracts with DWP.
The audits for the Work Programme, the New Enterprise Allowance programme and Mandatory
Work Activity are now complete. They have found no evidence of fraud in any of these contracts.
The original allegation suggested that A4e employees may have claimed payments for Mandatory
Work Activity participants who had not in fact been placed in work. The team investigated every
MWA claim from the A4e office related to the specific allegation (Epsom) and a significant sample
(20%) of all the other A4e claims under this contract. The sample evidence established that 97% of
payments made related to a real participant who had been placed in a workrelated activity. In the
remaining 3% of cases, DWP investigators were nevertheless satisfied that the anomalies were
attributable to inadequate procedures rather than fraud.
However, while the team found no evidence of fraud, it identified significant weaknesses in A4e’s
internal controls on the Mandatory Work Activity contract in the South East. The documentation
supporting payments was seriously inadequate, and in a small number the claim was erroneous.
There was also a high incidence of non-compliance with other relevant guidance (including A4e’s
own processes).
The process established prior to March fell significantly short of our expectations. As a result, the
Department has concluded that continuing with this contract presents too great a risk and we have
terminated the Mandatory Work Activity contract with A4e for the South East.
Contingency plans are in place to ensure there is continuity of support for participants in the
Mandatory Work Activity programme.
We have made clear to A4e that we continue to require the highest standards of governance in
relation to all their other contracts. We are reminding all our other providers of their obligations
and our requirements in this regard and, should any further allegations arise, we will examine the
evidence thoroughly.
The Department will reflect on how it can further improve its processes in the light of these audits
to address any remaining control risks across all contracts and providers.
Recent coverage has also prompted complaints about service levels on past employment programmes
where, unlike the Work Programme, the emphasis was on activities undertaken rather than on job
outcomes. While this has not been part of our investigation, the Department is considering what
further steps can best ensure that providers meet their minimum standards, and participants are clear
about procedures for complaints.
The NAO already has a copy of the audit report on the Mandatory Work Activity contract, and we
will also provide the NAO with the other reports when these are finalised. The audit work was based,
as usual, on testing a sample of cases. This provides a systematic basis for assessing the risk of fraud
and non-compliance.
Your letters of 21 March and 2 April enclosed a number of allegations from individuals. Of the 25
allegations, which appear to come from 19 individuals, my investigators have concluded that:
—

two make no specific allegation of inappropriate practice or quality of service;

—

two do not relate to DWP, but rather the Skills Funding Agency (SFA). These have been
referred to the SFA, who have established that the company named in one of them does not
receive SFA funding, either directly or indirectly;
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—

12 highlight potential non-compliance with the Department’s requirements, or concerns over
the quality of services provided, but not allegations of fraud;

—

nine contain some allegations of potentially inappropriate practices in A4e’s management of
claims from DWP (together with potential noncompliance with the Department’s requirements,
or concerns over the quality of services provided); and

Of these nine allegations of potentially inappropriate practices in A4e’s management of claims
from DWP:
—

only 1 specifically names the Work Programme, and its payment controls would prevent the
type of payment claimed being made;

—

four do not relate to the Work Programme, as they relate to a period before it was introduced,
including as early as 2000; and

—

four do not provide sufficient details to determine which programme they relate to.

None of the 23 allegations relating to A4e’s relationship with DWP provide information specific
enough to underpin an investigation. To do so would require further information to support followup, for example including specific details of the alleged issues, offices or individuals involved, the
particular programme and in the case of fraud investigations evidence of a potentially serious, or
criminal, matter. If you have been provided with any further specific details relating to these cases
we will, of course, consider them further. As the written statement makes clear, the Department will
investigate any allegation of fraud, regardless of when this was alleged to have occurred.
The A4e Internal Audit report to which you refer was undertaken in July 2009, and relates to the
contracts with A4e in place at that time, none of which are current contracts. The report highlighted
nine potentially fraudulent cases, of which A4e notified us of three at that time, and repaid the
associated amounts. We are investigating both the remaining six cases and a further five cases derived
from the report. To date, one case has been cleared with no case to answer, and we have concluded
that one case cannot be concluded as the relevant employer has ceased trading. We expect
investigation of the remaining nine cases to be complete by the end of May.
On Work Programme performance, the Department has announced on the UK Statistics Authority
HUB, and the DWP website, the information it will publish and when. In summary,
the first official statistics on referrals and attachments to the Work Programme were published
on Tuesday 21 February; and will continue to be published on a regular basis. The most recent
figures were published on 9 May and cover up to the end of January 2012. The figures can be
viewed at link:
http://research. dwp. gov. uk/asd!index.php?page=wp,
Official Statistics on job outcomes and sustainment payments are expected to be released in the
autumn. The Work Programme is a long term programme that incentivises sustained employment,
and it takes time before sufficient job outcome data is available to create a meaningful statistical
series. When the release details are finalised we will make an announcement on the DWP website
and the UKSA publication HUB.
Robert Devereux
Permanent Secretary
18 May 2012

Further written evidence from the Department for Work and Pensions
I am sorry not to have replied sooner to your letter of 18 April about the definitions of fraud and financial
irregularity. I can assure you that our audit of A4e covered both.
Fraud is a false representation as defined by the Fraud Act 2006: whenever we find evidence of this, the
matter is referred to the police. Financial irregularity is where payment is not in accordance with the conditions
of a contract, but without the false misrepresentation that constitutes fraud: such irregularity could reflect an
error and/or result from weak process controls.
We aim to recover from our contractors any losses, whether from fraud or financial irregularity.
Robert Devereux
Permanent Secretary
21 May 2012
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Written evidence from The Employment Related Services Association
About ERSA and the Employment Services Industry
The Employment Related Services Association (ERSA) is the trade body for the employment services
industry. It represents approximately 98% of Work Programme and Work Choice prime contractors by contract
value and a larger number of subcontractors. ERSA’s members span the private, public and voluntary sectors
and range from large multinationals to small specialist charities. It is estimated that at least 20,000 people work
in the industry providing help and support to get unemployed individuals into sustainable employment.
The Scale of Fraud in the Welfare to Work Industry
The level of fraud in the welfare to work industry is extremely low. There have been 126 investigations into
the activities of contracted out employment services providers since 2006, of which only 24 were found to be
incidences of false representation. There is a distinction which must be made between deliberate incidences of
fraud and unintentional irregularities in relation to contract compliance eg invalid documentation to support
a claim.
The recent report by the National Audit Office showed that £773,000 had been lost through false
representation by providers since 2006, compared to £530,000 lost through fraud and abuse committed by
DWP’s own staff in only one year. The loss to the public purse should also be set against the context that £1.2
billion is lost due to benefit fraud a year.1
The Industry’s View on DWP’s Fraud Prevention Processes
ERSA recognises the conclusion made by the NAO that DWP now has in place the key elements neessary
for effective controls.2 On the Work Programme,off-benefit checks are undertaken by DWP in all cases prior
to payment being made, backed up by sample checks post-payment to confirm that individuals are/were in
employment according to the definition of the outcome claimed.
In addition, the Work Programme is the most heavily audited employability programme there has ever been.
Providers are subject to a monthly audit by European Social Fund (ESF) inspectors, an annual audit by DWP’s
Provider Assurance Team as well as an independent assessment to ensure they are complying with the Merlin
Standard. For every individual referred to the Work Programme there are a minimum of 14 and a maximum
of 27 validation points.
The Industry’s Approach to Fraud Prevention
Fraud at any level is completely unacceptable. However, it is impossible to either design or manage out all
risk of individual instances of fraud in any industry that delivers multiple transactions with hundreds of
thousands of people. To mitigate against the risk, providers have in place extremely robust compliance regimes
which are designed to minimise the possibility of fraudulent transactions.
Providers have stringent policies, systems and process in place to prevent, detect, and deal with any instances
of alleged fraudulent behaviour; systems that often go above and beyond DWP contractual obligations.
Significant improvements have been made since the Work and Pensions Committee investigated providers’
processes in 2010.3 Systems providers have in place to prevent fraud include:
—

A segregation of duties within their operations between those achieving performance and those
verifying it. Internal auditing regimes who provide for periodic checks of the performance
reporting regime.

—

Procedures in place to ensure that any irregularities that are discovered are immediately referred to
DWP and/or the police.

—

Regular on-going communication to staff and subcontractors on compliance responsibilities.

—

Bonuses for frontline advisers are very much the exception rather than the rule. Providers ensure
that where bonuses are paid, they do not act as an incentive to make false claims.

Qualifications and the Institute of Employability Professionals (IEP)
The welfare to work industry undertakes continual investment in the development of frontline staff. In 2011,
the industry developed and launched the first qualifications for frontline advisers. The industry is also
developing a professional Institute dedicated to raising performance through improved professional standards
and qualifications. Members of the Institute will have to abide by a professional Code of Conduct.
1
2
3

National Audit Office, Preventing fraud in contracted employment programmes, 16 May 2012, p. 7.
National Audit Office, Preventing fraud in contracted employment programmes, 16 May 2012, p. 8.
House of Commons, Work and Pensions Committee, Management and Administrative of Contracted Employment Programmes,
Fourth Report of Session 2009–10,
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ERSA’s Stance
ERSA welcomes the evidence from the NAO and others that there is little evidence of fraud in the welfare
to work sector. Significant improvements have been made to DWP’s systems to prevent fraud and we should
allow these time to take effect. ERSA cautions government against responding to allegations of fraud with
measures that might have little impact in further eliminating fraud but creates significant extra cost and other
downsides for effective delivery.
31 May 2012

Supplementary written evidence from the Department for Work and Pensions
1. In response to your uncorrected transcript from the PAC hearing relating to fraud within Welfare to Work
providers on 22 May, I would like to make the following minor corrections. All these corrections and some
minor transcript errors are marked on the revised transcript. The corrections are:
—

I should like to clarify the checks that were referred to at various points throughout the hearing
(Q52, 114, 115, 116). When the provider submits a job outcome claim, payment is only made where
the department can validate from its own records, that the individual has been off benefit for the
period claimed. If the claim fails the off-benefit check, we will only release payment if we are able
to independently validate the employment with the employer. Every two months, the Department
will sample the outcomes that passed the off-benefit check, and were subsequently paid, to confirm
the individual is in work, by checking against HMRC records and independently validating with
employers. If we find an error, we not only recover the individual payment, we also receive a
further scan, based on extrapolating the error rate against all the payments made in that period to
that provider.

—

In answer to the Chair (Q15), I stated that the Department now works with 18 contractors and 40
contracts. I should like to clarify that this is in respect to the Work Programme;

—

In response to Q57, Alan Cave gave a go live date for the recent IT release as 23 March. This was
the date that the old system ceased operation. The new release was made live for operational purposes
on 26 March.

—

In answer to the Chair and Mr Bacon (Q101), Alan Cave was discussing the qualifications of the
Provider Assurance Team. We would like to clarify that members of this team all have a basic level
Audit qualification—the IIA Certificate;

—

In response to Q119, to clarify that an employer will be located and approached where no HMRC
record can be found; and

—

The response to Q166 states that 11 cases out of 750,000 have been escalated to the second tier.
This should read 18 cases.

2. Additionally I was asked for a further response on a number of issues.
(i) the Department’s position regarding investigation where the employer has stopped trading,
specifically linked to the case in the received allegation;
(ii) a copy of the Department’s Internal Audit, supported by Ernst and Young, which examined A4e’s
controls;
(iii) evidence that A4e has in place a system for staff to report improper behaviour, and performance
management systems that avoid perverse incentives—the “evidence on which [we] depended to
decide that it was a proper company”;
(iv) consideration on whether the Department would be prepared to publish whether or not providers
comply with their published minimum service standards;
(v) details of the ownership of A4e, and whether the Department knew this at the time of the WP bid;
(vi) details of how many of the 18 WP providers have established independent confidential help lines for
whistle-blowing outside of their organisation; and
(vii) details of how much would be too much with regard to fraud. What would be considered systemic
fraud?
The answers are covered in the attached Annexes 1–7.
3. I have also arranged to meet the chair of the committee to discuss the allegations which she provided to
the department, and will use that occasion also to explain which 11 cases from the 2009 A4e Internal Audit
report the department is investigating.
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Robert Devereux
Permanent Secretary
June 2012
Annex 1
THE DEPARTMENT’S POSITION REGARDING INVESTIGATION WHERE THE EMPLOYER HAS
STOPPED TRADING, SPECIFICALLY LINKED TO THE CASE(S) IN THE RECEIVED
ALLEGATION(S)
The Department pursues investigations into providers who have ceased to trade as far as is practicable,
including contacting administrators where appropriate. The allegation was one of the instances of potential
fraud listed in A4e’s 2009 Recruiter Audit Report, and which illustrated the difficulty in fully testing the
validity of claims a number of years after these were made, despite all proportionate efforts.
In this specific instance, the job outcome claim was under the New Deal programme. We have confirmed
that the individual concerned started work with the employer and ceased claiming benefits for one week.
However, a key requirement of job outcome claims under New Deal was the expectation that a job would last
for at least 13 weeks. A4e identified a doubt regarding this expectation when performing their own validation
in 2009, recording that the employer stated that the job would only have lasted for between two and six weeks.
A4e have been unable to locate the Employer Verification Template, which should have contained a statement
from the employer to confirm the expected duration in support of the job outcome.
We have sought to determine the validity of the claim by contacting the employer directly. Our enquiries
established that the company has since ceased to trade, and Companies House searches found no registered
details. We have contacted the company founder, who stated he had sold his company. The new company has
not been able to locate relevant personnel or documentary records for the individual concerned. As a result of
the absence of corroborative evidence, at A4e or the employer, we are unable to conclude whether the full
requirements of the claim were met. Where we cannot conclude on the validity of the claim made, and A4e
cannot provide the necessary supporting documentation, the sum in respect of the individual job outcome will
be recovered.
Annex 2
A COPY OF THE DEPARTMENT’S INTERNAL AUDIT, SUPPORTED BY ERNST AND YOUNG,
WHICH EXAMINED A4E’S CONTROLS
At the PAC hearing, NAO offered to write a summary memorandum of the contents of the reports.
Annex 3
EVIDENCE THAT A4E HAS IN PLACE A SYSTEM FOR STAFF TO REPORT IMPROPER
BEHAVIOUR, AND PERFORMANCE MANAGEMENT SYSTEMS THAT AVOID PERVERSE
INCENTIVES. THE “EVIDENCE ON WHICH [WE] DEPENDED TO DECIDE THAT IT WAS A
PROPER COMPANY”
The Department conducts appropriate assessments during and post evaluation in letting framework
agreements and contracts. We assessed fraud prevention controls and evidence of past performance in selecting
the providers for the Employment Related Support Services (ERSS) framework. The ERSS framework
evaluation assessed bidders response to the Fraud Prevention criteria to “Describe in detail the systems that
will be established and embedded within your own bidding organisation and any future supply chains to detect
and prevent fraudulent activity. Your response should specifically address the requirements of the four principles
as detailed in the Framework Specification.”
The four principles are:
(a) A system that enables staff to report inappropriate behaviour (a “whistleblowers charter”);
(b) Performance management systems must not generate perverse incentives, for example to falsely
claim outcomes;
(c) Segregation of duties between those achieving performance and those reporting it; and
(d) An internal audit regime that provides periodic checks on performance reporting.
The responses to this questions (which are “pass/fail” questions) were evaluated by a team led by Internal
Investigations and including Commercial and Account/Contract Management. The evaluation team would also
apply their knowledge of the provider to challenge the bidders’ submitted evidence on the effectiveness of
their control systems.
A4E’s response to this requirement was assessed as part of the ERSS evaluation. Having been successful in
this A4E, were eligible to bid for contracts let under the framework.
A4e’s current system is described in the embedded document—Confidential Reporting Policy v3.0
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Annex 4
CONSIDERATION ON WHETHER THE DEPARTMENT WOULD BE PREPARED TO PUBLISH
WHETHER OR NOT PROVIDERS COMPLY WITH THEIR PUBLISHED MINIMUM SERVICE
STANDARDS
The Department will publish a summary of providers’ compliance with their published minimum service
standards in the Annual Report on Contracted Employment provision, later this year.
Annex 5
DETAILS OF THE OWNERSHIP OF A4E, AND WHETHER THE DEPARTMENT KNEW THIS AT THE
TIME OF THE WP BID
The current A4e shareholding is as follows:
Emma Harrison
Mark Lovell
Roy Newey
Steve Boyfield
Employee benefit trust

—
—
—
—
—

85.5%
6.5%
0.4%
0.4%
7.1%

To attain a place on the Employment Related Support Services Framework, organisations were required to
supply their annual accounts, including ownership details and registration with Companies House, which was
verified. To bid for Work Programme an organisation had to be on the framework. DWP contracts with
recognised legal entities.
Annex 6
DETAILS OF HOW MANY OF THE 18 WP PROVIDERS HAVE ESTABLISHED INDEPENDENT
CONFIDENTIAL HELP LINES FOR WHISTLE-BLOWING OUTSIDE OF THEIR ORGANISATION.
It is a contractual requirement for providers to have confidential helpline. There are three Work Programme
providers who have established independent confidential help lines for whistle blowing outside of their
organisations.
Annex 7
DETAILS OF HOW MUCH WOULD BE TOO MUCH WITH REGARD TO FRAUD. WHAT WOULD BE
CONSIDERED SYSTEMIC FRAUD?
All fraud is unacceptable. At the same time, the systems to protect against fraud must themselves provide
value for money, and take account of the amounts at risk and the cost of controls.
The NAO has concluded that the Department now has the infrastructure for an effective control environment;
including investigating allegations of fraud it receives. With no evidence to date of demonstrable fraud on
current employment programmes, it is neither necessary, nor appropriate, to define some theoretical level of
“systemic” fraud.
June 2012

Written evidence from the National Audit Office
THE DEPARTMENT’S INVESTIGATIONS INTO A4E
Background
1. The Department announced on 9 March 2012 that it had been made aware of an allegation of attempted
fraud in relation to a Mandatory Work Activity contract with A4e. It then began a formal investigation of this
allegation. Against the background of public commentary on A4e the Department also initiated audits of all its
commercial relationships with A4e. A4e worked on four separate programmes each of which was reviewed
separately:
— Mandatory Work Activity;
— the Work Programme;
— the New Enterprise Allowance; and
— the Jobcentre Plus Support Contract.
2. The Department’s audits were designed to assess the A4e control processes to prevent and detect fraud
and irregularities relating to their current prime contracts. The aim of this work was to assess the adequacy
and effectiveness of the systems of internal control operated within A4e to ensure that:
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—
—

claims for payment are only made where these are entitled to be made (under the terms of the
contract); and
complete and accurate evidence is available to substantiate the basis of all claims.

3. The work included:
— the mapping of key control processes and compliance testing;
— substantive testing of a sample of claims made for payments under each contracted programme to
determine the validity of each claim;
— interviewing relevant employees at all levels throughout the company; and
— reviewing of any remedial actions planned or recently introduced to improve control.
4. The audits focussed exclusively on controls specifically relating to the contracts with the Department. It
did not set out to assess wider corporate issues or controls such as ownership and governance, the operational
effectiveness of corporate controls such as A4e’s audit committee and internal audit, the culture of the company,
or the level of general training such as ethics training.
Summary of Results
5. The results of the investigation and four audits are set out below. In summary, the Department concluded
that it had found no evidence of fraud in the specific fraud investigation or in its audits of A4e’s controls
relating to the four programmes. It did, however, identify significant weaknesses in A4e’s internal controls for
the Mandatory Work Activity contract and this contract was terminated.
Fraud Investigation—Mandatory Work Activity
6. Mandatory Work Activity aims to provide Job Seekers Allowance claimants aged 18 and over with
opportunities to develop skills and behaviours that are widely valued by employers and that can help them in
seeking employment. A4e won the contract to manage this programme South East area. Under this contract it
would provide placements for up to 30 hours a week for 4 weeks.
7. The allegation suggested that A4e employees may have claimed payments for Mandatory Work Activity
participants that had not been placed in work. The Department investigated every claim from the A4e office
related to the specific allegation and a 20% sample all other A4e claims under the contract.
8. From the total sample of 203 cases examined the Department found six cases were incorrect (3%) and
should not have been claimed. In these cases the individuals had not started the claimed placement according
to the placement host and there was no evidence to support the claim. However, it concluded that these cases
had arisen as a consequence of procedural inaccuracies, rather than dishonest false representation—“whilst the
evidence suggests a potential high level of exposure to the risk of fraud, we have concluded that on the balance
of probability, an evidentially based conclusion is that there is “no case to answer” regarding this allegation”.
Controls—Mandatory Work Activity
9. In addition to examining the fraud allegation the Department assessed A4e’s controls relating to the
Mandatory Work Activity contract. It found that prior to recent retrospective checks in March 2012, the system
of internal control operated by A4e did not ensure that claims were only being made for payments to which
they were entitled. Prior to December 2011, A4e did not ensure a segregation of duties between those staff
directly involved in delivering the services and those making claims for payment under the contract. It also
found that A4e did not establish an audit system of periodic checks to ensure effective and accurate recording
and reporting of the services.
10. The Department concluded that “weaknesses in A4e’s internal controls, and the lack of available
supporting documentary evidence, expose unacceptable risks of fraud and payment irregularities.”
11. As a result of the report’s findings the Department terminated its Mandatory Work Activity Contract
with A4e.
Controls—Work Programme
12. The Work Programme provides support for claimants who need more help to undertake active and
effective job seeking. It is delivered by providers who have been given autonomy by the Department to decide
how best to support participants while meeting their minimum service delivery standards.
13. The payment model for the Work Programme includes an Attachment fee; a Job Outcome fee; and a
Sustainment Outcome fee. The Attachment fee is paid once the provider has notified the Department that the
attachment activity is completed. The value of a Job Outcome fee and the timing of the payment depends on
the claimant group. For example, the Department will pay more for helping those customers in the harder-tohelp groups to find and stay in work longer. Sustainment Outcome fees represent the bulk of available payments
to providers, and are payable for each four week period a customer is in employment after a Job Outcome has
been claimed, up to a specified maximum period.

cobber Pack: U PL: COE1 [O]
Processed: [24-09-2012 13:26] Job: 021493 Unit: PG02
Source: /MILES/PKU/INPUT/021493/021493_w005_Odeth_NAO Note of DWP investigation and audits of A4E (3).xml

Committee of Public Accounts: Evidence Ev 27

14. The Department found that there was sufficient evidence for claiming attachment fee payments, with
100% of the payments in its sample being supported by evidence on A4e’s computer records. However, there
was no corroborating customer evidence to support the information held.
15. The Department assessed A4e’s pre-payment “reasonableness” checking on Job Outcome claims as a
limited preventative control, in that it looks only for a reason not to claim, rather than positive assurance that
claims are only submitted for payment to which there is entitlement. Internal Audit concluded that the design
of this control placed reliance and emphasis on the Department’s payment controls to reject invalid claims at
the off benefit check stage, with A4e accepting the risk that, should cases fail these checks, extrapolation of
overpayments and recovery action will be undertaken.
16. From its testing of 100 job outcome claims, Internal Audit was satisfied that all individuals had moved
into work, but in 10% of cases not to the extent to support a job outcome payment, ie they had not been off
benefit long enough or the nature of their work does not satisfy the Department’s employment test. The
Department concluded that there was “no evidence of fraud and that DWP controls…would automatically
identify such cases for further investigation”.
17. It also found that A4e post payment employer validation checks were not wholly effective, but they were
reliable in the majority of cases where Internal Audit re-performed the check. It found two errors out of 57
cases checked, but no cases of potential fraud or irregularity.
18. The Work Programme Call-Off Terms and Conditions contain a number of clauses that providers must
adhere to help prevent fraud being committed by employees working on the contract. The Internal Audit report
referred to A4e being satisfied with the adequacy of its own controls and checks over making claims and
receiving payments, and the robustness of its recruitment policies. A4e did, however, accept the need for some
remedial action to ensure full compliance with key contract requirements and were reported as taking action to:
—

improve levels of awareness amongst A4e staff of their Whistleblower policy and procedures;

—

review their current audit programme to ensure it is correctly focussed; and

—

establish processes for obtaining assurances over all aspects of supply chain partner delivery and
contractual compliance.

New Enterprise Allowance
19. New Enterprise Allowance is one of the Government’s Get Britain Working Measures and is aimed at
helping customers start their own business, through the provision of a tailored 1–2–1 support from experienced
business mentors.
20. The Department found that A4e places reliance on the Department to check the accuracy and correctness
of monthly claims for payment. A4e relies on monthly checks carried out by Jobcentre Plus to spot and reject
any incorrect claims submitted. Despite this, Internal Audit found no materially significant errors that affected
the validity of payments or any evidence of fraud or irregularities.
21. The Department selected a sample of 100 customers for testing and found that A4e had undertaken a
full review of these files prior to its visit and control checklists were held on each file. Despite this action, not
all documentation identified as present was held on file. All cases tested complied with the A4e documented
process.
Jobcentre Plus Support Contract
22. The Jobcentre Plus Support Contract delivers provision for Jobcentre Plus customers prior to entry to
the Work Programme, including Lone Parents, Partners and Carers through voluntary work preparation support.
Providers are responsible for delivering modules of job seeking advice or training in accordance with set
objectives.
23. A4e was successful in bidding to become a Prime Provider to deliver the Jobcentre Plus Support Contract
in six areas: London; North and Mid Wales, South East Wales; South Yorkshire, Derbyshire; Hampshire and
Isle of Wight, Berks, Bucks and Oxon; Black Country; and West Yorkshire.
24. The fixed element of the funding model is a 100% annual service fee payment divided into equal monthly
instalments to ensure a guaranteed income to help maintain and deliver quality provision for all customers.
There are tolerances within the contract that allow for a 10% variation on each set of modules to be delivered,
and the number of starts, on the different types of Vocational Training. Payment is made for service provision,
with no attachment or outcome payments. As a result, the potential for false or irregular claims is considered
by the Department to be more limited.
25. The Department found no evidence of any fraud or financial irregularity and concluded that the financial
controls operated in A4e were adequate and effective. Additional Departmental checks prior to processing
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payments were found to further reduce the risk of claims and payments for unauthorised modules going
undetected.
June 2012
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