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Summary
Universal Credit is a major reform of the benefit system which the Department for
Work & Pensions expects will lead to significant economic benefits. After early failings,
which we and the previous Committee have reported on, the Department is rolling out
Universal Credit gradually and it has accepted the need for better contingency planning
as we suggested. However, the programme is still at a very early stage, with important
systems and policies still in development, and the Department has yet again delayed and
extended the roll-out of the programme by a further year. It now expects to complete
the programme in 2022.
Fraud and error in the payment of benefits and tax credits remains a significant problem
for both HM Revenue & Customs (HMRC) and the Department for Work & Pensions.
There has been no real change in the level of fraud and error since we last reported.
After rejecting the Committee’s recommendation, we are pleased that the departments
have revised their positions on two of our previous recommendations—to take action
on underpayments and on reviewing claimants’ experience of the tax credit process.
While it is encouraging to see the departments targeting the causes of losses, such as
misreported income, they also need clearer plans to reduce fraud and error in other
challenging areas such as cohabitation and claimants pretending to live in the UK who
live abroad. Recent issues relating to HMRC’s contract with Concentrix to investigate
suspected fraud and error by tax credit claimants highlights the need to get these plans
right. We remain disappointed by the absence of stretching targets for tackling fraud
and error.
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Introduction
We and the previous Committee have reported several times in recent years on the
Department for Work & Pensions implementation of Universal Credit, and on its efforts
alongside HMRC to tackle fraud and error when paying benefits and tax credits. Our
most recent report on Universal Credit was in February 2016 and our most recent report
on fraud and error was in October 2015. We do not underestimate the challenges of
implementing such an ambitious programme as Universal Credit and of getting to grips
with the longstanding problem of fraud and error. However, in our view, the responses
from both the Department for Work & Pensions and HMRC to the recommendations in
the two reports were weak, and we were not convinced that either department was doing
enough to address our concerns. We therefore recalled the two departments to discuss
matters further.
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Conclusions and recommendations
1.

The Department for Work & Pensions has announced yet another delay to
completing the roll-out of Universal Credit, which it attributes to policy changes
announced over a year ago. We reported in February 2016 that the Department
had again delayed the programme and that it then expected Universal Credit to be
fully operational by March 2021. However, on 20 July 2016, the day we took oral
evidence on this inquiry, the Department released a written Ministerial Statement
setting out further delays to the roll-out of Universal Credit. The Department now
plans to continue to roll out its full service to around five jobcentres per month
until July 2017 rather than February 2017. This delay means that the Department
now expects to complete the roll-out of the programme in March 2022, a year later
than when we last reported. The Department maintains that policies introduced
in the summer Budget 2015 changed the scope of the programme and required
additional time, but these changes were not reflected in the outline business case
submitted to HM Treasury in September 2015. The Department denies that it is
attributing wider operational problems to policy changes and claims that internal
reviews found that without these changes the Department had been on track for
scaling up the full service from February 2017. But a flexible system should be able
to cope with a degree of policy change. The Department needs to be clearer about
what policy change it can incorporate without delay. Given the length of time taken
to implement the programme some policy change is likely and we need a clearer
picture of the impact on timetable.
Recommendation: The Department should explain why its flexible approach to
system development has been unable to accommodate policy changes announced
in July 2015 and should set out clearly what impact these delays will have on
operational costs, staff and claimants on both Universal Credit and legacy systems.
This explanation should be provided to the Committee by March 2017.

2.

The Department has not updated its assessment of the expected benefits of
Universal Credit in the light of policy and operational changes. The Department
has now spent £1.16 billion on implementing Universal Credit, which has a caseload
of around 280,000, compared to the over 6 million claimants expected in the long
term. Despite having previously estimated that a six month delay to the programme
could reduce net benefits to the taxpayer by £2.3 billion, the Department now
maintains that the net benefits of the programme have not changed significantly
from the £20 billion quoted in its 2015 outline business case. The Department
rejected the recommendation we made in February 2016 that it should explain
how the business case has changed following changes in policy to Universal Credit
and other working age benefits, on the grounds that revising a business case takes
four months. However the Department told us that it does have ready-reckoners and
is able to model the effect of changes quickly, suggesting that it should have been
able to accept our recommendation without causing disproportionate extra work.
Recommendation: We reiterate our previous recommendation that the
Department should set out clearly the changes to the business case for Universal
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Credit since its outline business case in 2015. It should include a brief summary
of the policy changes and, using its ready-reckoners, a clear explanation of the
impact on the programme’s costs and benefits.
3.

Systems underpinning Universal Credit are still underdeveloped and there are
signs of pressure on staff. We welcome the fact that the Department has changed
its mind and has now accepted our recommendations and those made by the
previous Committee concerning the need for better contingency planning. But
the Department still has a long way to go before systems will be ready to scale up
Universal Credit significantly; we heard, for example, that only 25% of claims in
the new full service are paid automatically. We also received written evidence that
staff are concerned about the lack of training and the pressures of work preventing
adequate testing and learning within the new service.
Recommendation: Before the speed at which Universal Credit is rolled out is
increased, the Department should ensure that there are sufficient opportunities
for staff to engage in testing and learning processes, and set out for the Committee
what it has done to address staff concerns. The Department should write to the
Committee to inform it of action taken by May 2017.

4.

Universal Credit’s rigid monthly assessment period causes difficulties for
claimants whose pay or rent are based on four-weekly periods. Claimants whose
pay or rent cycle does not match the monthly assessment period used for Universal
Credit may experience difficulties, such as a drop in payment without warning.
Similar issues arise when people are paid early for Christmas. The Department’s
only solution appears to be to try and persuade employers and landlords to change
their pay and rent practices, rather than seeking to make its own systems more
flexible. With the number of employees and landlords the former is unlikely to be
feasible.
Recommendation: The Department should ensure that claimants whose pay or
rent cycles do not align with Universal Credit assessment periods are made aware
of this issue and the potential consequences, and are informed of what support
is available should this be needed. The Department should also examine what
it can do to adapt its systems to cater for these circumstances or provide more
information about what it is doing to secure change with employers and landlords.

5.

Neither the Department for Work & Pensions nor HMRC has set meaningful
targets for tackling fraud and error. HMRC has set a target for overpayments of
tax credits due to fraud and error for 2016–17 of “no more than 5%” of expenditure,
which is higher than the 4.8% it is estimated to have achieved in 2014–15. HMRC
tells us it is doing everything it can to reduce fraud and error further, so it is
disappointing that it is unwilling to back that up with a more stretching target.
The Department for Work & Pensions has disaggregated its overall fraud and error
figure to set projections in four major areas of benefit expenditure of what it expects
to achieve in 2017–18 compared to 2013–14. However, it has not set a proper target
for each of these areas. The two departments’ unwillingness to set demanding
targets that require improvement on current performance levels seems to imply a
lack of confidence in and commitment to their own efforts to improve.
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Recommendation: The Department for Work & Pensions and HMRC should set
stretching targets for fraud and error across all benefits and tax credits to secure
better performance, review these targets annually, and report progress to the
Committee.
6.

The Department for Work & Pensions’ understanding of the level and causes
of fraud and error in Universal Credit and some other benefits is incomplete,
potentially undermining efforts to reduce losses. While the Department expects
Universal Credit to reduce fraud and error overpayments by £1 billion a year when
it is fully rolled out, initial estimates indicate that the level is currently higher than
the Jobseeker’s Allowance that it is replacing. The Department attribute this to
the difficulty of developing a suitable methodology to measure fraud and error in
Universal Credit, as the new benefit is designed to support both those in work as
well as those out of work, and to cases where the Department was unable to contact
claimants to verify the payment made. The Department does not regularly measure
fraud and error across all its other benefits; for example, fraud and error in the
payment of Carer’s Allowance has not been measured for 20 years.
Recommendation: The Department for Work & Pensions should: establish and
agree with the National Audit Office a robust method for estimating Universal
Credit fraud and error; and undertake regular risk assessments to improve its
understanding of the causes of fraud and error in those benefits where it has not
been measured for some time or at all.

7.

The Department for Work & Pensions estimates that inaccuracies in its
information on income and earnings resulted in almost £1 billion of losses in
2015–16. We recognise that both departments now have a better understanding of
the major causes of losses and are improving their understanding of the root causes
of fraud and error. Both departments have developed initiatives for income and
earnings, which is the Department for Work & Pensions’ largest cause of loss, based
on the use of Real-Time Information (RTI), where employers with PAYE schemes
send details to HMRC every time they pay employees. The Department for Work
& Pensions now has a real opportunity to fully exploit RTI data to adjust benefits
before they are paid to achieve a meaningful reduction in income and earnings
losses. Both departments told us that they were developing initiatives in other areas
also, such as working with banks to identify undeclared capital. They also both noted
that some areas of loss remained more difficult to tackle, including cohabitation
(living together), abroad fraud (where claimants pretend to live in the UK to claim
benefits, but are actually living overseas) and earnings not covered by RTI (such as
for the self-employed).
Recommendation: The Department for Work & Pensions should update the
Committee, following the publication in November 2016 of the 2015–16 final
fraud and error estimates, on its progress in tackling the largest areas of loss. It
should include details of the impact of making full use of RTI in reducing over and
underpayments due to errors in income and earnings.

8
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8.

Too many claimants are unclear about the rules and obligations that apply
when claiming benefits or tax credits, leading to high levels of claimant error.
Both HMRC and the Department for Work & Pensions referred to the actions they
undertake to engage with claimants to make them more aware of their obligations
to report changes that may affect their benefits, and cited the opaque definition
of “living together” as an example of where claimants may struggle to interpret
rules and reporting obligations. We recognise the difficulties claimants face in
understanding what changes to report and when to report them. Improving
claimants’ understanding of the relevant rules and obligations is essential to
reducing claimant error. Work to enhance accuracy of payments and so prevent
overpayments from occurring in the first place will also reduce the worrying burden
on claimants who later face recovery of erroneous payments. The departments did
not accept two of our October 2015 recommendations: to set targets for reducing
underpayments and for HMRC to review claimants’ experiences of the tax credits
process. We are pleased that the departments have changed their views and now
accept these recommendations.
Recommendation: The Department for Work & Pensions and HMRC should:
report back to the Committee by the end of the year on what has been set for their
new underpayments and accuracy targets, and the rationale behind those targets;
and undertake research to understand the issues that confuse claimants and take
appropriate action to better inform claimants of the rules and their obligations in
order to reduce the level of claimant error.
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1 Universal Credit
1. In December 2015 we took evidence from the Department for Work & Pensions (the
Department) and HM Treasury to discuss progress in implementing Universal Credit.
We published our report in February 2016.1 We acknowledged that Universal Credit had
stabilised and made progress since the previous Committee first reported on Universal
Credit in 2013, but that there remained a long way to go. We made five recommendations
to the Department, which focused on increasing transparency in progress and the impacts
of the programme. The Department’s Treasury Minute response to our recommendations
showed that it was still unwilling to put sufficient information on Universal Credit in
the public domain.2 We therefore recalled the Department for Work & Pensions to give
further evidence in July 2016.

Delays in implementation
2. The Department started to roll out its “full service” version of Universal Credit to
jobcentres in May 2016. It is rolling out at a rate of five centres a month and the Department
had planned to scale up to 50 centres a month from February 2017. But on 20 July 2016, just
hours before we took oral evidence on this inquiry, the new Secretary of State for Work
and Pensions released a written ministerial statement, outlining a further delay to the roll
out of the programme.3 The statement outlined a slower roll-out of the Department’s full
service systems, which would continue to roll-out to only five centres a month until June
2017, before increasing the speed of the roll-out. The Department now envisages that the
full service will be available in every jobcentre by September 2018 rather than June 2018,
and that the roll-out of Universal Credit will now be complete by March 2022, 12 months
later than previously announced and four and a half years after October 2017, the planned
completion date at the start of the programme.4
3. The Department attributed the delay in roll-out to scope changes following policies
announced in the Summer Budget 2015. These include removing eligibility for housing
elements from 18 to 21 year olds, reducing the “limited capability for work” element to zero
and restricting the number of children that Universal Credit will pay for to a maximum
of two.5 These policy changes were announced in July 2015; well before our last evidence
session in December 2015, and before the Department submitted its Outline Business
Case to HM Treasury for approval in September 2015.6 The Department has therefore
had a long time already to consider how to apply the policy changes to its systems, and
actually had 21 months in total to implement the changes before they come into force in
April 2017.7

1
2
3
4
5
6
7

Committee of Public Accounts, Universal Credit: Progress update, Nineteenth Report of the Session 2015–16, HC
601, 3 February 2016
HM Treasury, Treasury Minutes: Government responses on the fifteenth to twentieth reports from the
Committee of Public Accounts: Session 2015–16, Cm 9237, 23 March 2016
Written Ministerial Statement, 20 July 2016, HCWS96
Committee of Public Accounts, Universal Credit: Early progress, thirtieth report of the Session 2013–14, HC 619, 7
November 2013
Committee of Public Accounts, Oral evidence: Universal Credit: progress review, HC 489, Qq 13, 16
Committee of Public Accounts, Universal Credit: Progress update, Nineteenth Report of the Session 2015–16, HC
601, February 2016
HM Treasury, Summer Budget 2015, HC 264, July 2015
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4. The Department for Work & Pensions denied that it was attributing wider operational
problems to changes in policy, and told us that a recent internal review of the Universal
Credit programme concluded that it would have been on track to deliver 50 jobcentres in
February 2017, if the Department did not have its issue of new scope to deal with.8 The
Department told us that this new timetable should be feasible if no further policy changes
are announced.9 Universal Credit has often been described as simplifying the benefit
system. But these new delays suggest that the systems underpinning Universal Credit’s
design are not adaptable to changes in policy or entitlement, raising questions about the
promised flexibility of the new systems.10
5. In our last report on Universal Credit we set out how the milestones for Universal
Credit had changed since the C&AG’s report of November 2014.11 In Table 1 we have set
out how these latest timetable changes compare to previously announced milestones. In
December 2015, the Office for Budget Responsibility forecast a six month delay to the
start of managed migration (the point at which all remaining legacy benefit claimants will
start moving over to Universal Credit) and the Department’s latest timetable extends even
further.12

8
9
10
11
12

HC 489, Qq 65, 68–70
HC 489, Q 37
Written ministerial statement, 10 July 2013
Committee of Public Accounts, Universal Credit: Progress update, Nineteenth Report of the Session 2015–16,
HC 601, February 2016,
Office for Budget Responsibility, Economic and Fiscal Outlook, December 2013.
Most claimants of legacy benefits are expected to move onto Universal Credit through natural change in
circumstances, such as change of address, living arrangements or change in working hours or employment.
The remaining claimants of legacy benefits who do move through a change of circumstances will be ‘managed
migrated’ to Universal Credit from July 2019

Complete nationwide roll-out
of live service by April 2016
Begin nationwide roll-out of
digital service in May 2016
Complete nationwide roll-out
of digital service in June 2018
Begin managed migration
of Jobseeker’s Allowance,
Housing Benefit and Income
Support claimants ‘in 2018’

The ‘bulk’ of migration will
be complete by 2019, but
plans also bring an additional
800,000 tax credits and
employment and support
allowance claimants by
2020–21.

Complete nationwide roll-out of live
service by April 2016

Begin nationwide roll-out of digital service
in May 2016

Complete nationwide roll-out of digital
service in December 2017

Begin managed migration of Jobseeker’s
Allowance, Housing Benefit and Income
Support claimants in January 2018

Complete managed migration of
Jobseeker’s Allowance, Housing Benefit
and Income Support claimants in December
2019, with no fixed plans for the remaining
555,000 tax credits and employment and
support allowance claimants

17

13
14
15
16

Milestones

Milestones

The managed migration
of existing benefit claims
will start in July 2019 and
complete in March 2022.

(Built in contingency
between October 2018
and July 2019) Begin
managed migration of
existing benefit claims in
July 2019

Complete nationwide
roll-out of digital service
in September 2018

Milestone completed

Milestone completed

Milestones

A further 12 month
delay17

A further 13 month
delay

A further 3 month
delay

Change (compared
to memorandum
December 2015)

Ministerial statement, 20 July 201615

Comptroller & Auditor General, Universal Credit: Progress Update, Session 2014–25, HC 786, November 2014
Memorandum, paragraphs 1–5
Written Ministerial Statement, 20 July 2016, HCWS96
Written Ministerial Statement, 10 December, HCWS377, ‘The full Universal Credit service will be rolled out nationally for all types of claimants from May 2016, completing in June 2018. At
this point we will start to move the people receiving legacy benefits to Universal Credit. This carefully managed process will finish by early 2021’.
Committee of Public Accounts, Universal Credit: Progress update, Nineteenth Report of the Session 2015–16, HC 601, February 2016

Unclear how this has changed.
‘Bulk’ is not defined, and it is
not clear whether migration
times have changed for different
benefit types.

6 month delay16

6 month delay

No change

No change

Change (compared to C&AG’s
November 2014 report)

Department’s memorandum and oral evidence, December 201514

Situation at the time of the C&AG’s
November 2014 report13

Table 1: Universal Credit Milestones 13 14 15 16 17
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Expected benefits
6. In our last report we commented that the Department’s contingency plan for Universal
Credit, should problems arise, was to adjust how fast and how far it rolls out the service. We
recommended that the Department should set out publicly its proposed contingencies and
an assessment of the impact of these on costs and services to claimants.18 The Department
rejected this recommendation, stating that it had developed a number of contingencies
beyond delaying the introduction of the service and that it builds contingency into its
delivery plan.19 Until the ministerial statement in July 2016, the Department had not
specified any contingency plans publicly.20 Albeit somewhat late, the Department has now
changed its mind and accepted recommendations made by the previous Committee in
February 2015 and by us in February 2016 concerning the need for better contingency
planning and to set out its plans in this area.21
7. Up to June 2016 the Department for Work & Pensions had spent £1.16 billion on
implementing Universal Credit since the policy was announced in 2010. The majority
of this (£936 million) is one-off investment costs.22 In the first business case in 2012 the
Department outlined one-off costs of £2.4 billion, reducing to £1.7 billion by the time
the strategic outline business case was presented in September 2014.23 Under 300,000
households were claiming Universal Credit by July 2016, around 5% of the expected
caseload of between 6 and 7 million long term.24 Given the slower roll out of the full
service it will be some time before the number of claimants begins to increase significantly.
8. This slower take up of Universal Credit is likely to affect the point at which the
Department will start to reap the rewards of its endeavours. In 2014 the Department
estimated that a six-month delay in the implementation of Universal Credit reduced the
net present value of the programme by £2.3 billion, including a £58 million increase in
administrative costs. A year’s delay (which is currently the case) would reduce the net
present value by £4.8 billion.25 The Department argued that its safe way of implementing
Universal Credit was the only way of doing it and was the reason that the Major Projects
Authority (now the Infrastructure and Projects Authority) had rated the programme as
amber, which the Department considered was “quite extraordinary” for a project of this
size.26
9. Despite the timetable shift and its own calculations of lost benefits, the Department
for Work & Pensions continues to expect total benefits from the introduction of the
Universal Credit of around £20 billion. But the Department has not updated its business
case since the version that it submitted to Treasury in September 2015, despite significant
changes to the design and implementation of Universal Credit since then. The Department
has never set out how these changes affect the expected benefits. The Department told us
18
19
20
21
22
23
24
25
26

Committee of Public Accounts, Universal Credit: Progress update, Nineteenth Report of Session 2015–16, HC 601,
February 2016
HM Treasury, Treasury Minutes: Government responses on the fifteenth to twentieth reports from the
Committee of Public Accounts: Session 2015–16, Cm 9237, March 2016
Written Ministerial Statement, 20 July 2016, HCWS96
HC 489, Qq18, 39
HC 489 Qq 28, 29, 41, 42
Comptroller & Auditor General, Universal Credit: Progress Update, Session 2014–25, HC 786, November 2014, HC
489 Q 30,
HC 489, Q 71
C&AG’s report, paragraph 2.17
HC 489, Q 46
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that, while it had not updated the business case, it used it as the baseline against which
to assess and track progress and that it took corrective action when required. It also told
us that it takes four months to update a business case, but that it does have a series of
ready-reckoners which allows it to “check progress against certain values”.27 We would
therefore expect that the Department should be able to quickly model changes to policy
and implementation timetables and to update costs and benefits accordingly.
10. The Institute of Fiscal Studies has estimated that around 3.2 million people will be
worse off as a result of the switch to Universal Credit, with around 2.2 million people
seeing an increase in their benefit entitlement.28 When asked, the Department was not able
to provide its own estimate of the ‘winners and losers’ from Universal Credit. It quoted the
IFS analysis, but told us that the IFS analysis did not take account of the changes in people’s
behaviour that the Department expects as a result of incentives built into the new system.
The Department told us it had produced some estimates itself around 2010–11, but had
not updated them since.29 We have seen before how expected behavioural changes may
not materialise in practice, for example as we reported in July 2016 on the Department of
Energy and Climate Change’s implementation of the Green Deal.30

Ability to scale up
11. The Department has a significant way to go before its systems will be ready to scale
up Universal Credit significantly. The Department told us that only 20–25% of claims in
the new full service are paid automatically, and that it needs to be at 60% or 70% before
it can increase the volume of claims significantly.31 Combined with the problems the
Department faces in incorporating new policy measures, this indicates there are still
significant issues for the Department to address with its systems before it can start to
increase the pace of the Universal Credit full service roll out. The National Audit Office
estimated in 2014 that the Department would save £610 million a year though automated
processes, but this suggests it will take some time before such savings can be achieved,
with reliance on costly and inefficient manual interventions in the meantime.32
12. We received written evidence from the Public and Commercial Services Union (PCS)
on behalf of Department for Work & Pensions staff. It described the Department’s “test
and learn” approach as ‘broken’. The PCS considered that the elements of the test and learn
approach, which is supposed to allow staff to test the systems and feed back their views
and ideas for improvements, were no longer feasible. The PCS argued that time pressures
have resulted in an inability of front-facing staff to assist in ironing out any problems with
Universal Credit full service, as fewer staff are able to report what is going wrong or what
could be improved though the Department’s Continuous Improvement and Learning
programme. The PCS also raised concerns over inadequate training opportunities for

27
28
29
30
31
32

HC 489, Qq 48, 50
HC 489, Q 58
HC 489, Q 59
HC 489, Q 60; Committee of Public Accounts, Household energy efficiency measures, Eleventh Report of Session
2016–17, HC 125, 20 July 2016
HC 489, Q 23
C&AG’s report, paragraph 2.10
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staff to familiarise themselves with the updates to the system.33 The Department told us
that now the full service was available at 18 out of its 700 jobcentres, it was not able to run
these internal learning processes ‘at volume’.34

Services for claimants
13. The unions USDAW and Unison have raised concerns about inflexibility in the
Universal Credit payment systems which may cause hardship for some claimants.35 The
Universal Credit assessment takes place monthly, but an in-work claimant’s pay may follow
a different pattern (for example four-weekly pay). The Universal Credit system cannot
adapt to the possibility of receiving more than one payment within the assessment period
and an individual’s benefit reduces accordingly. The Department for Work & Pensions told
us that it was aware of these problems and had been working with employers to encourage
them to change to a monthly payment cycle.36 The Department also informed us that
there were similar issues with housing payments where they occur on a four-week cycle.
The Department agreed to look into its approach in this area and look at what advice was
available to jobcentre staff to support people with non-monthly pay arrangements.37
14. The Department expects people who are in work that earn less than the equivalent
of 35 hours per week at the minimum wage to look to work or earn more. This “in-work
conditionality” regime is still at a very early stage of development and the Department is
undertaking a national trial to see what the best ways are of intervening. Approximately
40% of the current Universal Credit caseload are in work (approximately 112,000
claimants) and are moving into the trial.38 But longer term, the majority of households
likely to fall within these requirements will be the 4.4 million families currently in receipt
of tax credits, who are not used to such conditions being attached to their entitlement.39
These requirements may lead to families being ‘sanctioned’, or facing a financial penalty,
if they cannot demonstrate that they have been looking to increase earnings during their
assessment month. The Department stressed to us that the idea of this is to encourage
people to work more hours and increase their earnings, not to be a system of punishment,
but the Department must be sensitive to individual families’ circumstances (for example
varying shift patterns and overtime requests) if the system is to prove effective. The Work
and Pensions Select Committee has looked into this area in depth and we will also continue
to take an interest in this area as plans develop and in work claimant numbers increase.40

33
34
35
36
37
38
39
40

HC 489, Q 25; PCS Union, UCR0003, July 2016
HC 489, Q 27
HC 489, Qq 79–81
HC 489, Q 79
HC 489, Q 83
HC 489, Q 87
Comptroller and Auditor General, HM Revenue & Customs 2015–16 Accounts: Report by the Comptroller and
Auditor General, Session 2015–16, July 2016
HC 489, Q 88; Work and Pensions Select Committee, In-Work progression in Universal Credit, Tenth report of
Session 2015–16, HC 549, March 2016
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2 Fraud and error
15. In September 2015 we took evidence from the Department for Work & Pensions
and HMRC on how they were tackling fraud and error in benefits and tax credits. We
published our report in October 2015.41 The Comptroller and Auditor General has given
qualified opinions on the Department for Work & Pensions’ accounts since 1988–89, and
on HMRC’s accounts since 2003–04, because of the rates of fraud and error. In our October
2015 report we commented on the two departments’ apparent lack of ambition in tackling
this significant and longstanding problem. The departments’ Treasury Minute response
to our recommendations did nothing to counter this impression and we therefore recalled
the departments to give further evidence in July 2016.42

Progress and targets
16. HMRC is responsible for administering tax credits. In 2015–16 it paid £28.2 billion
supporting around 4.4 million families and 7.4 million children. The Department for
Work & Pensions manages most other benefits, and the State Pension, payments of which
amounted to a combined £173.4 billion to some 18 million people in 2015–16. While both
departments continue to pursue initiatives to reduce fraud and error there has been no
step change in the levels of over or underpayments. The latest figures available (2015–16 for
the Department for Work & Pensions and 2014–15 for HMRC) show that the departments
still overpaid claimants by a combined £4.5 billion and underpaid by £2 billion.43
17. HMRC said it continued to strive to reduce fraud and error as much as possible. But
its target for overpayments of tax credits due to fraud and error is now “no more than
5%” of expenditure for 2016–17—a level above the 4.8% (£1.37 billion) already achieved
in 2014–15.44 The Department for Work & Pensions reported overpayments of 1.8%
(£3.1 billion) of benefit expenditure for 2015–16. The Department for Work & Pensions
has disaggregated its overall overpayments due to fraud and error figure to set separate
projections in four major areas of benefit expenditure for what it expects to achieve in
2017–18, compared to 2013–14. The Department told us that, whilst it had set projections for
four benefit groups (Universal Credit, working-age legacy benefits (those before Universal
Credit), pensioner benefits and disability/carer benefits), it did not see the projections as
targets given the difficulties of projecting fraud and error for benefits groups at the same
level of precision as for aggregate fraud and error across all benefits.45
18. We are concerned at the lack of stretch in setting targets without due regard to
current achievement levels and the lack of confidence and commitment this implies in the
departments’ own efforts. Agreeing meaningfully stretching targets and reviewing these
annually would drive better performance in the administration of tax credits and benefit
payments that HMRC and DWP are responsible for and reduce the high levels of over and
underpayments.
41
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Understanding causes
19. Initial estimates show that the levels of fraud and error in the Universal Credit
live service are higher than fraud and error in Jobseeker’s Allowance. Although not
an exact like for like comparison, the 2015–16 estimates show 7.3% overpayments and
2.6% underpayments for Universal Credit, compared to 5.0% overpayments and 0.8%
underpayments in Jobseeker’s Allowance.46 The Department for Work & Pensions
explained that it faces a challenge to develop a suitable methodology to measure fraud and
error in Universal Credit as it supports those in and out of work, compared to Jobseeker’s
Allowance which is solely for those who are out of work. In particular the Department
cited the impact of ‘loss of claimant contact’, where it had not been able to make contact
with a number of Universal Credit claimants to verify payments.47 As it could not confirm
entitlement to benefit was correct during its measurement process the Department told us
that such ‘lost contact’ formed a key category of overpayments in the first fraud and error
estimates for Universal Credit that the Department would need to undertake further work
to fully understand. Loss of contact may not indicate fraud or error, individuals now in
work may be harder to contact or consider their claim to have ceased.48
20. The Department for Work & Pensions told us that it continues to expect that under
Universal Credit fraud and error overpayments will come down by around £1 billion each
year, once it is fully rolled out.49 The Department told us that it would increase the number
of claims subject to fraud and error measurement in line with the growth in the volume
of Universal Credit cases.50
21. We were concerned that DWP’s understanding of the level and causes of fraud and
error in Universal Credit and some other legacy benefits is incomplete, particularly where
benefits have never been measured for fraud and error or have not been measured recently.
As well as Universal Credit having higher than expected fraud and error the Department
also does not regularly measure fraud and error across all its benefits, for example Carer’s
Allowance has not been measured for 20 years and the population has changed over this
long time period.51
22. We recognise that the departments have improved their understanding of the major
causes of losses due to fraud and error. Both departments have developed initiatives for
underreported income and earnings—which is the Department for Work & Pensions’
largest cause of loss resulting in overpayments of £951 million in 2015–16–based on the
use of RTI, where employers send details to HMRC every time they pay employees.52 The
Department told us in its written submission before our evidence session that it had made
significant strides in tackling overpayments related to earnings and employment through
the use of RTI,53 though this is not yet reflected in a reduction in income and earnings
related fraud and error.
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23. We asked the Department for Work & Pensions why fraud and error rates had
increased for Pension Credit, where overpayments are now 5.6%. The Department told us
that it was now able to use RTI data for cleansing Pension Credit cases and it believed that
RTI was making a difference. However, the Department admitted that during the year it
had changed the way it prioritised working through the data from RTI, which had led to a
reduction in the amount of fraud and error identified in Pension Credit claims using RTI
data. The Department also said that it had not yet optimised the use of RTI data and that
it had more work to do with this.54
24. Both departments told us that they were also developing initiatives in other areas of
loss, such as working with banks to identify undeclared capital.55 They also both noted
that some areas of loss remained more difficult to tackle, including cohabitation, abroad
fraud (where claimants pretend to live in the UK to claim benefits, but are actually living
overseas) and earnings not covered by RTI, such as for the self-employed.56

Impact on claimants
25. The departments did not accept two of the recommendations in our October 2015
report—to set targets for reducing underpayments and for HMRC to review claimants’
experiences of the tax credits process.57 We are pleased that the departments have finally
revised their positions and will now set targets for reducing underpayments, a previously
neglected issue, and review claimants’ experiences of tax credits. The Department for Work
& Pensions in its written submission to us ahead of the evidence session agreed to set a
global target for underpayments which it aims to have completed by the end of September
2016.58 HMRC committed to working collaboratively with the Department for Work &
Pensions where possible over the summer months and to produce options to discuss and
agree with Ministers.59 We look forward to sufficiently stretching targets being set for
both departments to properly galvanise work that improves accuracy of payments and
prevents underpayments in benefits and tax credits from occurring, so that households
are properly supported with payments to which they are entitled.
26. HMRC told us that it was working with the Department for Work & Pensions to
interview claimants to understand their experience of moving from tax credits to Universal
Credit.60 The departments have an opportunity to gather meaningful feedback from this
research and use it to ensure claimants continue to receive support during migration,
whatever their circumstances. Both HMRC and the Department for Work & Pensions
told us of actions they undertake to engage with claimants to make them more aware of
their obligations to report changes that may affect their benefits so that fraud and error
levels are reduced further.61 The Department for Work & Pensions told us in its written
submission that claimants usually make mistakes because they do not understand what
is being asked of them or the Department makes it too hard for claimants to access the
Department’s services. The Department plans to undertake work to improve the quality
54
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of communications and ensure content is clear so that claimants understand the actions
they have to take. HMRC also told us that it planned work so that tax credit claimants
were clearer on when they needed to make a joint claim with another person as opposed
to a single claim.62 Both departments cited the opaque definition of “living together” as
an example of where claimants may struggle to interpret rules and reporting obligations.63
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Questions 1-109

Witnesses
I: Sir Robert Devereux, Permanent Secretary, Department for Work and
Pensions, and Neil Couling, Director General Universal Credit, Department for
Work and Pensions.

Examination of witnesses
Witnesses: Sir Robert Devereux and Neil Couling.
Q1

Chair: Good afternoon and welcome to the Public Accounts Committee.
We have a busy session today. It is primarily a recall on reports we have
done previously on universal credit and fraud and error, so we have two
panels, but we also have alerted the Department—Sir Robert, you had
notice—that we want to touch on the Report that the National Audit Office
did on the misuse of the flexible support fund in Plaistow jobcentre. We
are joined by the right hon. Member for East Ham for this short item at
the beginning. Could I ask you to look at figure 4 on page 16 of the
Report on Plaistow jobcentre? The DWP has talked about it being an
isolated incident, but this figure shows that there were 14 separate
investigations in that one office, so I just wonder, Sir Robert, what you
define as an isolated incident and how many there have to be before it
becomes something that is not an isolated incident. Or was that just a
misquote in a press release?
Sir Robert Devereux: I am just running my eye down the outcomes
table as opposed to the allegation list. This is the list of things that we
investigated. We do take people’s complaints seriously and we will then
investigate them.
Chair: Sorry, but could you speak up? I know this room is supposed to be
good for acoustics, but this is terrible.
Sir Robert Devereux: You are a long way away.
Mr Bacon: You do have a microphone, Sir Robert.
Sir Robert Devereux: Yes, but it doesn’t seem to be working.
Mr Bacon: You need to project your voice.
Chair: We are all ears, Sir Robert. Please carry on.
Sir Robert Devereux: There are 10 cases, as far as I can see—10 lines in
this table. You see on the right-hand side the ones where we did not think
the evidence supported the allegation, where no penalty was imposed and
so on. We have investigated these things, and in some cases we have not
found answers, but as you will also have seen from the corresponding
table just two pages on, when we went to other jobcentres elsewhere we
did not find any at all.
I am not going to sit here and say that about 75,000 staff and probably
50,000 people with at least some team responsibility—occasionally, there
will be people we need to do something with, and this process shows we
are doing it. The two individuals in question went through the process.
They went through an internal process. One of them went to an

employment tribunal. At every stage, the judgments being made were
picked up, and business continues.
I have invited in the MP, at his request, to have a further chat about it,
but we genuinely think we have put hours and hours of work into this
particular set of complaints, and our conclusion is that actually this is an
isolated incident that we have dealt with. In an organisation of this size,
you would expect occasionally to have isolated incidents.
Q2

Chair: Okay. There is always going to be a risk and balance in relation to
freedom in an area like this sort of payment, which will be coming in for
other benefits, such as universal credit, as well. You have that challenge,
but your own internal audit team found problems with compliance this
year, so I just wonder what you are doing to tackle those problems.
Sir Robert Devereux: Some of the things that the internal audit is
finding call into question whether some of the controls we apply are
actually appropriate to the level of risk. For example, colleagues are
supposed to secure printed receipts for everything they do, so if you get a
£5 taxi fare, I expect to see one for the £5. Some of those were missing.
In the grand scheme of things, I guess I can see why people who have
quite a lot to do may have deprioritised that. I think there is a question on
management about the level at which it is an appropriate paper chase.
Internal audit is reporting what should have occurred. I think there is a
reasonable question about level at which it is sensible to do that.

Q3

Chair: Okay. Do you think, in all honesty, that this is the last time you
are going to see problems like this, and where you are going to allow a
degree of discretion for staff on the frontline in making payments of this
nature?
Sir Robert Devereux: This is almost like an endless quest. I either have
a system where nobody in the organisation does anything except what is
entirely by the rules, which you will criticise for a lack of innovation, or I
have a system where in the margins—in my view, generally carefully
controlled—people can make reasonable judgments. If a claimant comes in
and they are looking for work, I think it is quite advantageous to have a
work coach who I trust to be able to make a judgment that says,
“Actually, this £15 might well help,” but the chances that my writing rules
for every possible circumstance in which that would help—

Q4

Chair: We are not suggesting that, Sir Robert, as you know. The clear
thing here is that where you have a very loose rule, there is always a
danger that something could go wrong. It is about parameters for what
people are allowed to do. People have petty cash in offices without
absolute, tight rules about how they manage it. In a sense, that is what
this is for jobcentres, on a larger scale.
Sir Robert Devereux: In the grand scheme of the sums of money this
Department spends, this is a small amount being distributed across the
best part of 700 jobcentres, used in small amounts. Whenever you speak
to advisers and ask, “Do you think the flexible support fund is helping you
secure outcomes?”—

Q5

Chair: But surely there needs to be a mechanism in place for making sure
that those problems are picked up early and properly, ideally before
internal audit has to find that there are gaps in the paperwork.
Sir Robert Devereux: Ideally, yes, but in any system—you will find this
in any other corporation—there are rules that you expect people to comply
with. There are first-line checks done by managers, and there are secondline checks by internal audit. Then there are third-line checks by the
National Audit Office. That is how normal systems work. That sometimes
these things are picked up by internal audit is part of the system by
design.

Q6

Chair: Can we turn to figure 9 on page 26 of the Report on Plaistow
jobcentre? It gives information about performance against off-flow
targets from January to December 2013. It shows that in June and July
Plaistow was not doing very well on its 26-week job target, as the two
red dots show. When you are looking at the risk of using these sorts of
fund, do you look at offices that are underperforming and use that as a
risk element, to see if funds may be used in a different way, to help
achieve targets for subsequent months?
Sir Robert Devereux: By way of explanation, these targets are the
principal off-flow targets for JSA. The number of people off-flowing who
have actually had any contact whatsoever with the flexible support fund
will be very small. This is a measure of the total number of people 13
weeks after a claim who have—

Q7

Chair: Still, if they are not achieving the target, where there is money
that is not controlled in the same way as the main benefits, there will be
a human incentive to use that for all sorts of reasons—hopefully to help
the claimant, primarily, but people may well find different ways of helping
to meet their targets. I am asking whether you use any
underperformance figures as an element of your risk assessment about
whether to look, when you are doing investigations or internal audit is
going in, to see if there is any misuse of the funds concerned.
Sir Robert Devereux: Paradoxically, underperformance is not a good
indicator of people misusing it to achieve targets, because they have not
achieved it.

Q8

Chair: Yes, but if they are underachieving, would that not be an incentive
for them to then do something in the next month?
Sir Robert Devereux: This entire edifice has been built on one jobcentre
and a few members of staff in a world in which, in the last five years, I
have taken out 50,000 staff, increased staff engagement by 12 percentage
points and reduced sickness absence by seven days to the lowest level in
the private sector. You cannot achieve that if the culture in this place is
basically all about people trying to duck and weave. We have made
substantial improvements in every single element of customer service, and
we have put our people under pressure to do that. We have given them
demanding targets. My people rise to those challenges. The fact that in
one jobcentre, there is this issue—I am not shying away from it, but I

don’t buy the generalisation that you are trying to make, that somehow or
other the whole system is flawed.
Q9

Chair: I am just asking questions, Sir Robert, and you are giving me the
answers, which is very helpful. It is true that members of the PCS trade
union and some staff have come to MPs to raise concerns about pressure
to meet targets. What I was asking you—I will ask you again to comment
further—is whether you think the targets can lead to a pressure to misuse
funds in order to reach those targets. That is simply my question.
Sir Robert Devereux: We have materially increased the performance
levels in this organisation, in part by increasing targets as we go along.
When we increase those targets, in general it is because we already know
that 25%, 30%, 50% of offices can achieve them, so we are saying to the
others, “Look, whatever magic they’re doing, please can you do it over
here?” So we are not making these targets up; we are typically taking best
performers and inviting others to join them.
That being the case, I think it is highly reasonable to assume that we are
looking at all this data all the time to see whether we are on track and
whether there are any pressures. If we found that there was a substantial
systematic problem with hitting a target, of course we would look at it, but
that is not the track record. If I go through the employment rate, which is
at a record today; if I go through the amount of—

Q10

Chair: We don’t need you to list them all.
Sir Robert Devereux: I know you don’t want me to go through it, but
just occasionally it would be nice to say it.

Q11

Chair: We just have a lot to get through this afternoon. Rather than
continue this conversation here in this Committee room, especially as it
relates potentially to individuals if we pursue it to its end, can I just ask
you, Sir Robert, whether you would meet with the right hon. Member for
East Ham, perhaps in private outside this room?
Sir Robert Devereux: I have already agreed to do that and invited him
today.

Q12

Chair: Fantastic. Thank you very much indeed for that. We will leave that
one there for now and we will only come back to it if we feel the need at
any point. I would like to properly and formally welcome—I realise that I
did not before—Neil Couling, who is the Work Services Director at the
Department for Work and Pensions, and Sir Robert Devereux, who—
Sir Robert Devereux: He is not any more. He has been the SRO for
universal credit for about—
Neil Couling: Nearly two years.
Sir Robert Devereux: Nearly two years. Susan Park is running the Work
Services directorate, and has been for two years.

Q13

Chair: Apologies. I did know that. I thought maybe you had two titles,
and for some reason I have got this one down here. Sir Robert Devereux,

who I am sure needs no introduction to regular viewers, is the permanent
secretary at the Department for Work and Pensions. For anyone who is
following on Twitter, our hashtag for this first panel is #universalcredit.
Before we kick off on the main subject of our recall session, we note that
you put out a written ministerial statement today on universal credit. I
have to say that I do acknowledge that your Secretary of State took the
time to seek me out and alert me to the fact that it was coming. We do
welcome being warned beforehand, although it is interesting timing. Neil
Couling, how long had you known prior to this statement coming out that
this delay in universal credit was likely to happen? We last saw you in
November, I think. You would not have known then, I guess; that was
quite a long time ago.
Neil Couling: I would not accept that it is a delay—perhaps I can go on
and explain that in a moment—but we have been working for a number of
months with the problem of what we do with the fact that the scope of the
programme has been increased by the desire of the Government to do
more welfare reform and fit that into the work we have to do to land
universal credit. We apologise for the fact that the statement has come
out today but, as you know, we have been living in some very interesting
times over the past few weeks and it has not been possible to announce
this before today.
Q14

Chair: You knew changes were coming for some months, but you had not
finalised this, and then when you did there was a problem because there
were no Ministers, or there was a change in Ministers.
Neil Couling: Yes, so the changes themselves—if it would help the
Committee, I would be glad to talk you through them—are a mix of policy
changes and some things that we are doing with the timetable for
universal credit.

Q15

Chair: You hinted there that the reason these things have been pushed
back is that it is taking in other measures. Can you just explain that a
little bit more? Can you give us an example—perhaps one of the ones
listed in the statement, such as tax credits?
Neil Couling: Yes. In a theoretical sense, to use an analogy, it is a bit like
you have asked me to build a house with three bedrooms in it and then
halfway through, when I am laying brick, someone has said, “Can you put
another two bedrooms on it?” That is why I don’t think it is a delay. It is
actually an increase in scope—a change in design.

Q16

Chair: Another change. I would not want to be in your shoes, Mr Couling.
Neil Couling: A number of people across Whitehall say that, actually.
Sir Robert Devereux: But not me.
Neil Couling: What has changed? The summer Budget, in particular,
brought in changes that we need to make to universal credit. Some of the
highlights are: 18 to 21-year-olds will no longer qualify for the housing
element of universal credit, subject to a number of exceptions to that rule;

the limited capability for work element is being reduced to zero from its
current £30 rate; there is a new policy to restrict the number of children
that universal credit will pay for to a maximum of two; and there is a
policy to remove the increase for the first child element.
Q17

Chair: So these are all policy changes sprung upon you, as you would
say.
Neil Couling: These are policy changes. I also have to factor in, and still
have further work to do on, the changes in respect of the Scotland Act to
give the Scottish Government the ability to vary elements of universal
credit and, in terms of the Fresh Start agreement in Northern Ireland, to
allow mitigations to welfare reform. Until the referendum result, I was also
trying to plan for a policy to have an EU emergency brake. That is no
longer a relevant factor following the referendum decision, but these are
all scoped changes around us. The programme itself has actually been
hitting all the dates set for it.

Q18

Chair: Okay. Can I be really clear? Although it is in the statement, can
you outline what has moved in dates? I won’t go through it all; I just
want to be clear.
Neil Couling: If you like, I can talk you through the policy changes. They
are relevant, but in order to—
Chair: If you just give us what is moving and the date.
Neil Couling: Essentially, we have simplified some of the policy to make it
deliverable for April ’17. I won’t go into the detail, but I can if you want
me to. In order to make room to build other bits of functionality in the
system for some of the other reforms so that they can start in April ’17,
we have decided to continue with our roll-out of five jobcentres a month
beyond February ’17 and to increase from July ’17. We will finish that rollout in September ’18 rather than June ’18. We have also put some
contingency in the plan. Instead of starting a movement of legacy cases
over in 2018, we are going to give ourselves a bit of a contingency—a time
in the plan when nothing is happening—and that will not start now until
2019, not 2018.

Q19

Chair: Are you going to mention the families with two children?
Neil Couling: The policy required to deliver the families with two children
policy is very complex. I haven’t got the time to develop the functionality
for that to implement it in April 2017, so we are going to reopen tax
credits for large families. So any family with three children or more will go
to tax credits for a period up towards the end of 2018, and that will allow
me the time to build the necessary functionality inside the universal credit
system.
Chair: That is interesting if that is an official definition of a large family. I
speak as a mother of three and one of 10.
Neil Couling: I am the father of four, so I think four is a large family.

Q20

Mr Bacon: On this timetable point, I remember that the old timetable
was five a month until February 2017 and then 50 a month. And now it is
five a month until—did you say April?
Neil Couling: Let us go through that again. In February we carry on at
five a month. In July we go to 30.
Mr Bacon: Rather than 50.
Neil Couling: And then we have what we call—

Q21

Mr Bacon: And then you have a summer break. This is a summer break
next year.
Neil Couling: Yes. So we have a break—
Mr Bacon: Planning well ahead, Mr Couling.
Neil Couling: Well, it makes good sense because two things happen.
First, in the break periods I drop four releases of IT into a non-growing
volume environment, so it is the safer thing to do. Secondly, we know that
people take summer holidays in our jobcentres and service centres. That is
the time when we do not have many folk in, because it is a reasonable
time for people to have holidays. So that is a good time to give yourself a
pause. After that date, when we come back in October, we move to 55
jobcentres a month for October, November and December, and we take a
break in January because in January we get the traditional post-Christmas
peak in claims, which puts stress on the system, so there are no more
volume increases there. Then through February ’18 we will do 65
jobcentres a month. We will complete, after another break through
August, in September ’18.

Q22

Mr Bacon: Sir Robert, you look like you want to say something. I would
not want to stop you.
Sir Robert Devereux: It’s fine.

Q23

Mr Bacon: I understand the theology of the test and learn: you are doing
it slowly and then, because of the learning, you are confident at a certain
point of doing 50 a month, or now 30 followed by 55. Am I right in
supposing that you think that by the time you start doing 30 a month, all
of the learning that you need will be basically there, and that the reason
you are doing 30 and then later 55 is not necessarily because you think
there will be much more learning by that stage, but because of a capacity
issue of doing it in a sensible timescale with an amount that can be
handled each time.
Neil Couling: Yes. I have got to train up people across the country, so I
am phasing it in that way. I am also—this may not be quite understood—
building the system along, so every two weeks I drop new software
functionality features into the system. As I develop more features, I can
then run the system at bigger volumes. A really good example of that is
our ability to automatically pay cases. That is currently at around 20% to

25%, and by the time we go to volume I need that to be at 60% or 70%
so I can cope with the volume of payments we have to make.
Q24

Mr Bacon: It is a bit like saying to an F-15 pilot as he or she is zooming
across the sky, “You are now flying an F-22. Here’s the manual. Learn
how to do it,” while they are already in the air, isn’t it?
Neil Couling: I am not a pilot, so I can’t really comment on that.

Q25

Mr Bacon: I am looking at the note that the Public and Commercial
Services union sent us on this. The heading of this particular section is
“Test and Learn is broken”. It says: “The digital IT that supports Full
Service”—this is what you were saying—“is being continually tested and
developed while in live running. A key part of this should involve staff
taking time out from processing to be involved in the testing and
improvements to the system”—and presumably learning about the new
features of the system. “However the pressure of work is making this
impossible. Two key components of the Test and Learn approach are
Feature Update Notifications”—for which the acronym is FUN—“and
Continuous Improvement and Learning (CIL). Pressures of time have
resulted in significant impact to the ability of front-facing staff to assist in
ironing out any problems with UC Full Service, as fewer staff are able to
report what is going wrong or what could be improved through the CIL
process.” Are you not making this almost impossible for your staff to do
as well as they could or should?
Neil Couling: I do not accept PCS’s characterisation on this particular
point. I have operational folk inside the teams developing the systems.
The teams developing the systems regularly go out to see how the new
features that they have built are being deployed and how they are being
used. I have got capacity in every release that we make for improvements
that people ask us for in the light of live running. If you talk to our staff,
one of the things they will say is that they see the system being changed
as a result of their input.
Clearly we are now at a volume where there are over 1,000 people
running the live service, so getting input from every individual is quite a
task, but the programme is learning along the way. The alternative
approach of trying to run a set of requirements, sending it off to a big IT
company to produce an IT system, and then getting it back two and a half
years later and finding that it doesn’t match what you thought you were
looking for—

Q26

Mr Bacon: That theory has been tested to destruction.
Neil Couling: Yes.

Q27

Mr Bacon: So what is your answer to the next point? It says: “FUNs”—I
just love that acronym—“were previously delivered fortnightly by a
subject expert, who could answer questions raised by staff, to ensure
that everyone was aware of and engaged with changes to UC Full
Service. This has been abandoned. FUNs are sporadically delivered by
Team Leaders, who do not receive full UC training, but mostly sent out

via email to staff with no time to read them.”
Neil Couling: We are now into 18 jobcentres and three service centres
across the country, so there is a much bigger volume of people involved.
We have changed some of the internal processes to reflect the fact that we
are now working at volume, and how we capture information and get
learning out there to people. People love the processes that we set up, but
you just can’t run them at volume, so we had to change some of that.
That is what I think you are picking up in the PCS briefing.
Sir Robert Devereux: It is worth characterising this. Some of the things
that colleagues are working with at the minute are not entirely automated.
In other words, they require more work on the part of an agent than they
will do when a further release is done. Some of the training requirement is
to say, “Whereas previously you had to do this, that and the other to pass
this part of the process”—
Q28

Mr Bacon: Thank you. I didn’t intend to start with those questions, but
they kind of fell out of your ministerial written statement today. What I
really wanted to start with, Sir Robert, is a question about expenditure.
What is the total amount that has now been spent on universal credit to
date?
Neil Couling: The total cash spend to date, at the end of June 2016, is
£1.164 billion.

Q29

Mr Bacon: How does that break down?
Sir Robert Devereux: £935.7 million of investment—one-off costs that
are part of the programme—and £228.5 million of operating costs, which
is the cost of running the system and having staff doing stuff. The staff in
jobcentres doing this have got to be paid for and they are what you would
call a recurrent operating cost.

Q30

Mr Bacon: So nearly £1 billion of one-off costs.
Sir Robert Devereux: Correct, and that is from a budget that we
originally set at £2.4 billion for one-off costs.

Q31

Mr Bacon: I am trying to understand how that is broken down—what
they all are. You don’t necessarily need to give it all to us now but do you
have a detailed breakdown of that?
Sir Robert Devereux: Yes.

Q32

Mr Bacon: Can you send it to us so we can include it in the appendix of
our report?
Sir Robert Devereux: Yes, I can. Definitely.
Mr Bacon: I am going to stop now. I think Deidre Brock has a question on
the ministerial statement.

Q33

Deidre Brock: I want to ask a quick question with regard to an
investigation the UN Committee on Economic, Social and Cultural Rights
is conducting into the two-child restrictions and the so-called “rape

clause”, which I think you will be familiar with. Has that had any impact
in terms of the timing of the implementation of that policy?
Neil Couling: The policy, as it went through the parliamentary process for
a number of the measures that were announced at summer Budget, did
get more complicated for very good reasons. I don’t think anybody would
argue with the propositions as they were put and the amendments that
were made. In strict Bill terms, yes, that is more tricky to build.
Q34

Deidre Brock: So you are saying that that investigation and having to
deal with its outcomes has caused a delay?
Sir Robert Devereux: Less so on that particular investigation, but the
questions almost immediately spawned about multiple births, adoptions
and rape are the things that have made this thing more complicated to do
than a straight two-child policy. It is that, in a sense, that we are putting
in front of you as the scope over and above what we were talking about
last time we came.

Q35

Chair: This may be too complicated, but tell us what you can about why
these cases particularly have been pushed back. That is, families with two
children and the housing benefit for pensioners on to pension credit.
Were they a choice or are all of them consequential on the policy changes
you mentioned?
Neil Couling: We have not pushed back the two-child policy, we have
changed the nature and delivery of it.
Chair: Sorry, changed it. You have pushed back universal credit; they are
getting something.
Neil Couling: On the housing benefit policy, I remember the last time I
was here we were talking about giving notice to local authorities and about
how they plan. We had some very good discussions with local authorities
about the nature of the task of planning for a rundown of housing benefit.
What we thought would be helpful was to give them some certainty
around their longevity of housing benefit for pensioners in their area of
responsibility. I have written to local authority chief executives today to
give them that as a planning assumption. That will help in the
management of housing benefit going on, because effectively what they
have to do is run down their housing benefit service, and they need to
know from what period they start running it down to ending the rundown.
I’m about to—in November—tell most council where they will appear in the
roll-out schedule, which will help them plan and set their finances for the
rest of the Parliament.

Q36

Chair: So a mixture of external pressures and policy change is why you
came up with this cocktail of particular changes for particular groups?
Neil Couling: Yes.

Q37

Chair: Can I ask on behalf of the people that are going to be receiving
these benefits how firm these deadlines are? Do you foresee future
changes? Is this ministerial statement the final word on these particular

changes?
Neil Couling: Based on what we know now for the policies, settled as
they are now, I am confident that we can deliver to this timetable.
Q38

Chair: So in other words, if Ministers don’t fiddle with it too much by
changing the policy you can deliver what has been set out? You can’t
possibly say that, Sir Robert, but I have.
Sir Robert Devereux: Well spotted.

Q39

Chair: It is worth highlighting that one of the reasons we called you in
front of us today for this recall is that in our last report on this, our
recommendation attached to conclusion 4 said that the Department
should, “publicly set out the main risks to the programme, its proposed
contingencies and an assessment of the impact of these on costs and
services to claimants.” That was not accepted, yet you have now released
a ministerial statement that includes the contingencies that we urged you
to include. I will perhaps leave you to reflect on that. We will come back
to that probably later on. Okay, go on, Sir Robert—you can’t resist.
Sir Robert Devereux: Perhaps I can make the point that I made to you
when you came to see the permanent secretaries. As things currently
stand, I am invited to make a binary response to your recommendations.
It is either no or yes; it can’t be, “That bit is all very well, but on this bit I
need to explain something.” So I’m afraid you are absolutely right on the
contingency: we have put a contingency in—great. On the stuff to do with
the way in which the risks are managed, there were important things that
we wanted to say that we did disagree with you on.
Chair: Fine. Sir Robert, as it happens I have taken up the promise I made
to the permanent secretaries to look at the Treasury minutes. I will feed
back to you my discussions on that, but not in the middle of this hearing.
Thank you for your contribution on that point. I wouldn’t dare to suggest
that the public would be bored by listening to Treasury minute discussions,
but let’s get back into the subject of universal credit.
Mr Bacon: I was looking forward to an extended discussion.
Chair: I think we will take that out in other ways throughout the
Committee. Over to Richard Bacon on the main issue of universal credit.

Q40

Mr Bacon: I will not go on about the Treasury minutes—for very long. It
did sound to me like you were putting in a plea for a less binary approach
in our recommendations. If we were to make recommendations that say,
“How would the Department feel about x, y and z?” would you feel more
able to give a more expansive response?
Sir Robert Devereux: I am really not trying to be cute with you. We
used to have world where we could explain clearly what it was we actually
thought. I think you had a phrase that I don’t think you actually liked,
“partially agreed”. Fantastic, partially agreed.
Chair: I think we will leave it there. We are not going to go down the path

of Treasury minutes.
Q41

Mr Bacon: We were talking about money and you are going to send us a
breakdown of the £1.164 billion. Could you also include with that a
timeline next to it, so that we can see not only the total amount of money
but how much was spent when, up to the present date, so we can see it
over time? I think the policy started in 2010, didn’t it?
Sir Robert Devereux: Correct.

Q42

Mr Bacon: So presumably there was some expenditure in 2010 and then
it grew significantly after that. Is that right?
Neil Couling: There was a very small amount of expenditure in those
early years.

Q43

Mr Bacon: It would be helpful to see the whole expenditure profile.
My next question is about the benefit profile—the profile of the benefit
from this programme—because the purpose of it is to achieve a range of
policy objectives and, among other things, in the long run significant
financial savings. In the NAO Report from 26 November 2014, those were
set out in some detail. There are five different iterations of what the
Department said the benefits would be. These were the “total savings
(cost) to wider society”, the “net saving” and then the “net present value”
of that saving. I will go with the net saving figure because that is the
more interesting one. It varies—from £22.4 billion in the autumn of 2011,
to £46.6 billion by the following summer of 2012, to £38 billion by the
winter of 2012—so it more than doubled in six or nine months and then
lost £8 billion. Then winter 2013 was £27.8 billion and then it was down
to £20.9 billion, which is the lowest figure in that series of five. That was
the total saving over the 12-year period from 2010-11 to 2022-23. What
is the current number for the net saving?
Neil Couling: At the last hearing I gave you the current figure from the
outline business case and that is £20 billion, but the make-up of that £20
billion has changed in compositional terms.

Q44

Mr Bacon: £20.0 billion?
Neil Couling: I can’t remember—hang on—

Q45

Mr Bacon: This is £20.9 billion.
Neil Couling: It is basically the same number but differently put together.

Q46

Mr Bacon: Funny you should mention that, because the difference
between the number you said and the number I quoted from the report is
£900 million, which brings me to my next point. When the benefits are so
extraordinary, so huge in terms of saving, why have we taken six years
to get to the point where we are still talking about rolling it out over
several years ahead? Would it not have been financially sensible to do
whatever it took to make this work on time in the first instance, precisely
because the financial savings—billions and billions of pounds—were so
extraordinary?

Sir Robert Devereux: You are predicating that there is an alternative
world in which it can be done faster and still delivered. I guess I am going
to come back to you and say the complexity of this undertaking is
probably the largest thing this Department has ever done, and by
anybody’s standards I do not think there is a safer way of doing it.
I can reference that by virtue of the fact that we have in the Cabinet Office
what used to be the Major Projects Authority. They have progressively
looked at us, and we are currently rated amber. For a project of this size,
that is quite extraordinary. That means they now think that the plan we
are on is actually deliverable. They are not saying, “My goodness, Robert,
you could do this five years quicker.”
Q47

Mr Bacon: Well, I am glad you said that, because I wrote down a
question earlier as I was going through my notes: what is the value of
the benefit you will forgo by slowing down implementation? And I
suddenly realised that, as I wrote that, I was predicating in a world in
which it could have been done more quickly, successfully. So I think we
are on the same page on that.
Mr Couling, can you tell me about the business case? Am I still right in
thinking that it is not going to be updated until 2017?
Neil Couling: Yes, our current plan—
Mr Bacon: That is right, is it?
Neil Couling: Yes.

Q48

Mr Bacon: Now, the BIS guidelines state that business cases should be
“used continuously to align…progress to…objectives” and that they
“should be updated” for “changes to forecast costs and benefits.” Why
are you ignoring the BIS guidelines?
Neil Couling: I do not think we are ignoring the BIS guidelines, because
we are using the business case to assess our progress against a number of
the key assumptions in the business case I am tracking against to make
sure that we are either on track or, where we are off track, we take some
corrective action. Actually, rerunning the business case is about four
months’ worth of work. That will distract an awful lot of internal effort in
order to do that, so I am having to weigh the benefits of updating it for
the latest changes to—

Q49

Mr Bacon: Four months’ worth of work? Isn’t there a grand spreadsheet
where you have pumped in every assumption and all the people and all
the money?
Neil Couling: I wish there was, but it is about 300 pages long, as the
NAO can confirm because I have burdened their inboxes with copies of it.
It is a big task to do this. It is used by the Treasury not just for the
purposes of assessing the progress on the programme but as a method of
financial control. It serves many, many purposes.

Q50

Mr Bacon: Do you not have some sort of—I will not say “back of a fag

packet”, but if I were involved in running something like this, I would
want to be able to ask the question, relatively straightforwardly, with a
certainty of 80% to 90% and in the ballpark of what the answer was
going to be, “What is the effect of doing x or y in relation to p or q or r?”
and know the answer pretty quickly without four months of work. You
know the parameters of this, you know how many people there are in the
country and you know how many people get benefits. It is not that
difficult to come up with some sort of rough and ready model that works,
more or less, is it?
Neil Couling: One of the reasons I have not rerun the business case is
that I do not think it has changed very much as a result of the recent
changes we have made to either the timetable or—the thing that was
being asked last time was as the rates of work allowances have changed,
wouldn’t you update the business case? It was quite nice to get
confirmation from the IFS that the work incentive effects of universal
credit are actually unaffected by the changes we have made to the work
allowances, or unaffected for the most part. So I have taken a pragmatic
decision because I do not think that fundamentally very much has
changed to engage in that big exercise—to rerun it. But to answer your
question “Do I have ready reckoners and do I check progress against
certain values that I am getting out of the system?” yes, I do.
Q51

Mr Bacon: It puzzles me slightly that the business case would not change
when you are having a further delay, because the November 2014 Report
said of the earlier delays that, “The Department estimates that a further
6-month delay”—that was then—“reduces the net present value of the
programme by £2.3 billion” and that “A year’s delay would reduce the net
present value by £4.8 billion”. That is not really surprising when you are
looking at the scale of these numbers. Mr Mowat, when he was not a
member of Her Majesty’s Government but a member of this Committee,
used to make this point repeatedly: the benefits in the long run are so
enormous financially as well as societally and in terms of motivation and
everything else that any delay is going to have a quite significant impact
on the business case. Or are you just going to go back to saying, “Well, it
wouldn’t have been implementable,” again?
Sir Robert Devereux: I am going to go back to the point that the Chair
has recognised: we just described a material change in scope. Delay to me
means, “I have the plan and it’s just taken too long.” That is a delay—it’s
a three-bedroom building. If it is a five-bedroom building, it’s going to
take longer to do. If you say, “Doesn’t it have an effect?” the answer is,
“Well, of course it has an effect, but the policy is now a different policy.”
The poor SRO is here to deliver what the Government want, and the
Government have decided to add in two-child policies. Parliament has then
added in multiple births and measures to deal with rape. It falls to Mr
Couling to make it go. It seems to me that, reasonably enough, his
judgment is that it is going to take a bit longer to do.

Q52

Chair: I am going to bring in Sir Amyas Morse.

Sir Amyas Morse: I don’t disagree with that at all, in regard to changes
in policy, but one of the reasons for the completion date and the
realisation of benefits moving back was that there have also been
considerations other than changes in policy over the life of the project,
haven’t there?
Sir Robert Devereux: But we’re here now, and recall against the last
time. My SRO is entitled to say that we have been hitting the milestones,
subject now only to policy changes. You can go back over the past five
years, but in this recall period, the thing that has changed is that the
policy we have been asked to deliver has become yay big, and it was only
this big previously.
Sir Amyas Morse: That is true, and I’m sorry if it sounds churlish to
remind you, but in getting the project started, a significant amount of the
time delay related to actually running the project, and to how it was run.
Now I agree that the delay relates to policy changes. That’s the truth, isn’t
it?
Sir Robert Devereux: So move on then.
Q53

Mr Bacon: Could you tell us how many people are now working and
receiving less in universal credit than they would have done under tax
credits?
Neil Couling: No.

Q54

Mr Bacon: You don’t know the number.
Neil Couling: My analysts have said that it is a devilishly difficult
calculation to try to do. I would have to take the individuals concerned on
universal credit and then try to run an assessment of what their
entitlements would be under the legacy system. We can model for effects,
but I cannot tell you what the differences would be for the 279,000 people
we have on universal credit today.

Q55

Mr Bacon: Do you think there are geographical variations, based on the
fact that you introduced universal credit in certain areas first? For
example, it started in the north-west, so are there likely to be more
people who have suffered in that way who were dealt with by those
offices in the north-west, because that is where you started?
Neil Couling: A whole bunch of people are gainers under the system, too,
so you could run an argument that people in the north-west have
proportionately gained as well as lost out. Some people gain from
universal credit; some people, relative to the old system, have lower
entitlements.

Q56

Chair: Can you give us a ballpark figure for the range by which people
gain or lose?
Sir Robert Devereux: Can I just make a big distinction between
somebody who has been in work, falls out of work, turns up and now gets
a universal credit rate, which the Government have determined is the

policy, whereas somebody who had fallen out of work a year ago would
have got the tax credit rate? For anybody who is on benefits continuously,
I particularly pick them up and move them across, because the
Government have determined that they have to have additional
protection. We are talking, in all cases, about what I would call a notional
loss. If it were the case—
Q57

Chair: It may be a notional loss, but Mr Bacon and I could be sitting next
to each other with the same circumstances, but because of when we fell
out of work we might be on different rates.
Sir Robert Devereux: Which reflects Government policy.

Q58

Chair: Maybe it does, but my question, Sir Robert, was not about
Government policy, because we don’t discuss the policy. We are here to
discuss the money. Do you and Mr Couling have a lower and higher end
of the range for how much people might be getting in different
circumstances?
Neil Couling: The IFS have estimated that 3.2 million people will see
lower benefit entitlements, while 2.2 million people will see higher benefit
entitlements.

Q59

Chair: Do you agree with those figures?
Neil Couling: What I was going to go on to say is what I have said to the
IFS repeatedly since around 2010 is that these are static analyses, and
they accept that. One thing about this policy is that it is meant to be
dynamic and to evoke change in people’s behaviours. We think we will see
a behavioural response to the incentives within the system. We produced
some estimates in the early 2010-11 period, but I do not think we as a
Department have updated them since then.

Q60

Chair: Caroline Flint and I are still reeling from the Report on the green
deal that we were leading on. It required a behavioural response and did
not work. We just express caution on behavioural responses.
Neil Couling: I am seeing a behavioural response in universal credit. We
mentioned last time that for every 100 people on jobseeker’s allowance
who find some work in the first nine months of their claim, there are 113
people on universal credit who do that. We think that is evidence that the
incentives are working in the kind of direction we want.

Q61

Chair: Okay, and you are continuing to monitor those figures.
Neil Couling: Yes. With that report, we intend to produce them in the
autumn. I expect to have more data in the autumn to report on.
Interestingly, it will be the first time we include data on families, because
we have rolled out to families in the north-west.

Q62

Chair: We are going to touch on families. You have had the easy bit. I am
sure it did not feel like that to you, Mr Couling, but it was the relatively
easy bit.

Sir Robert Devereux: I apologise for interrupting, but you said we have
had the easy bit. Can I just pause on that?
Mr Bacon: Do you want to rest on your laurels, Sir Robert?
Sir Robert Devereux: No, no. It is recognised internationally that the
JSA regime is the best labour market regime in the world. Ask the OECD.
Single people are already on the world’s best regime. An SRO has just told
you we are outperforming that at 113 to 100. I do not know what is easy,
but that is good.
Q63

Chair: I meant in relative terms. We have highlighted the changes in the
policy that are still complicated, even now. We mean that single people
were easier.
Sir Robert Devereux: They are easier in benefit terms. They are difficult
in labour market outcome terms. The chances that a family on universal
credit—

Q64

Chair: I think Mr Couling knows what I meant. It is going to get more
complicated dealing with families with more complicated circumstances.
Neil Couling: It will get harder on the labour market side of things, you
are absolutely right.
Chair: Absolutely. That is what I meant. I am glad we are clear.

Q65

Mr Bacon: Do you think these policy changes—I accept your description
that there have been some policy changes; the general direction of travel
and the overall aim of the thing has not changed that much, but there
have been some policy changes—are a bit of a convenient cover for
difficulties in the roll-out?
Neil Couling: I have just had the programme internally reviewed by a set
of completely different managers not responsible to me, and their
conclusion was that we would be on track to deliver 50 job centres in
February, if we did not have this issue of the new scope to deal with.
People are working very hard on the programme.

Q66

Mr Bacon: Have you published that review?
Neil Couling: We haven’t published that review.

Q67

Mr Bacon: Can you send it to us?
Sir Robert Devereux: One of the reasons that we were a bit coy about
the binary answer to the risk question is that if every single thing that is
ever written down about the programme turns out to be in public, people
start to be less candid. One of the reasons why the Government have had
a persistent view that risk registers are not generated—it is the same
thing as internal assurance. Sooner or later, you ask yourself the question,
“If everything is going to turn up, will people be candid?” I will go away
and reflect on it, but that—

Q68

Mr Bacon: We have been having this conversation with what used to be

the Office of Government Commerce for 15 years. I accept that there is
some strength in that argument, but the trouble is that keeping things
private has not prevented enormous train wrecks left, right and centre
across Government.
Sir Robert Devereux: The constitutional settlement that I thought we
had reached was that we would therefore tell you six months after the fact
what it was we thought about it, in order to give a bit of daylight. He has
only just done the review.
Q69

Mr Bacon: Fair enough. Perhaps you can send it to us in six months’
time, Mr Couling. [Interruption.] Was that a yes?
Sir Robert Devereux: It’s not an unreasonable request.

Q70

Chair: We will remember that.
Sir Robert Devereux: I know you will, which is why I’m being careful.

Q71

Mr Bacon: And if we don’t, someone else with a microscope over there
will.
I would just like to ask you about case load. The case load is just over a
quarter of a million—263,000 had transferred across by May 2016. You
made a forecast in September 2014. How does that 263,000 compare
with where you were predicting you would be 18 months ago?
Neil Couling: I have said to the Committee before that it is not my
intention to predict case loads because the case loads are highly
susceptible to the economic circumstances. If the economy slows, the case
loads will go up and you might give a false picture of how much progress I
am making.
Similarly, the economy has been doing rather well in the past 12 months,
so I have fewer people on universal credit than I thought I would have.
That is actually a good thing because people are on higher levels of
earnings and are not in need of support. So I think it is the wrong thing to
try to track the progress of this programme on, but we do publish the case
load data. The stats have come out today—it is 279,315 today.

Q72

Mr Bacon: You also forecast then—in September 2014—that the live
service roll-out would bring financial benefits totalling £269 million.
Where are you in reality on that?
Neil Couling: The data I mentioned about the success that universal
credit is having compared with the legacy benefits—in the main,
jobseeker’s allowance—would suggest that we are realising those benefits.

Q73

Mr Bacon: I have a question about housing. In your statement, you talk
about the incorporation of housing benefit for pensioners being delayed
until the completion of the universal credit timetable. Given my own
discussions with my local authority and a housing association in my
constituency, I think that that would be very welcome. Could you clarify
what “until the completion of the universal credit timetable” means? At
what point, under your present plans, will the incorporation of housing

benefit commence?
Neil Couling: We have said in the next Parliament. We have a piece of
work going on at the moment that is looking at the exact timing of that.
The roll-out of universal credit will end in March 2022 under our current
plans, but we have not fixed a date for that yet because we have talked to
some local authorities and some would like to us to go quicker on taking
housing benefit off them, because as the volumes fall they have a kind of
economies of scale or diseconomies of scale.
Mr Bacon: That is exactly the point that they were making to me.
Neil Couling: So I am actually open to discussions with the local
authorities on this and on what the best path will be. It is not a problem
that I need to sort in the next couple of years, though.
Q74

Mr Bacon: How will the anti-fraud piece work in this space? My local
authority thinks it is quite good in the way it manages fraud—people
living together as husband and wife, and people claiming where they
shouldn’t be—because it is people on the ground who go around with
clipboards, knocking on doors to see what is going on and literally count
how many pairs of shoes there are in the hall and stuff like that. They
feel they have a fairly good fingertip sense of what is actually going on.
How will that all work when it is removed from local authorities? Who will
do it?
Sir Robert Devereux: First of all, the fact that local authorities are not
doing it does not mean that we don’t have local staff. There is a jobcentre
in every town so I still have DWP staff in the place.
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Mr Bacon: Yes, but they are not exactly underworked. My local
authority’s point was that they have staff who are specialists in the
housing strategy units. They have been doing this for a long time and
have been administering housing benefit successfully.
Sir Robert Devereux: I will mention two things. Some of those local
authority staff are already working with us, as you know, on the fraud
investigation side. If there is local expertise that is well organised locally,
we can think how best to use that as we roll this out. We are not sitting
here thinking that we don’t want to do that.
We have not found that going around and counting pairs of shoes is a
particularly productive way of chasing some of this stuff, because people
get very smart about how to park their shoes. We used to do quite a lot of
that and it is not a cost-effective way of doing it. I do not want to take
away from the fact that local people have local knowledge, because I
believe in that. Whether door-knocking is better than some other
methods—no doubt we will talk about that.
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Mr Bacon: We may return to that one day. I have one more question on
the housing issue. I have been looking at housing benefit numbers over
the past 19 years. It was something like £363 billion of expenditure—
more than a third of a trillion. About 18 or 20 years ago, it was
something like £16 billion, £17 billion or £18 billion a year. I think it is

now £26 billion a year—something like 3% of public expenditure. It
dwarfs the money we spend on investment in social affordable housing,
which is about £7 billion over a Parliament, and the money we spend on
propping up the private sector through the various schemes, which is
about £35 billion over a Parliament. Based on the present run rate, I
calculated it at roughly £132 billion. Once people are moved off what is
currently called housing benefit and into this new entity we call universal
credit, will we be able to see and clearly identify that part of it that is
attributable to housing?
Sir Robert Devereux: Yes, but I will just make one thing clear. If you are
out of work, it will be very obvious what it is, because it is so much for
your children, so much for your rent and so much for something else. As
soon as you have earned £100, where we take 65% of that total off, you
would have to make some assumption that would take 65% of every bit of
it to come back to the housing number, if you wish. But in principle, yes, I
can do that calculation.
Q77

Mr Bacon: Do you know what proportion of your housing benefit
recipients are in work and need it as a top-up because they cannot afford
the full cost of the rent, and what proportion are having 100% of their
accommodation paid?
Sir Robert Devereux: We do know that. I am trying to remember
whether it is a half or two thirds.
Neil Couling: Since 2010 it has shifted. It used to be predominantly
people not on benefits who had the lion’s share of the housing benefit
expenditure—this is working-age people, of course. It is a while since I
had responsibility for housing benefit policy, but I think it has shifted;
55:45 is the figure in my head. We publish all this data, and if the
Committee would like, I can send it to you.
Mr Bacon: Yes, please.
Neil Couling: The composition of housing benefit is one of the most
interesting stories in welfare in the last 10 or so years.
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Mr Bacon: I have a beady eye on that £26 billion. I think it could be
spent on increasing supply in ways that would mean there would be less
need to subsidise high rents.
Sir Robert Devereux: Indeed it could. The fact that it is this way round is
a conscious policy choice that the Government has backed to put it into
the renter’s pocket, as opposed to doing it on the supply side. This is a
perfectly straightforward policy choice. You are absolutely right: we are
currently in a position where it all goes to the renter, and somewhere or
other that plays into the market. The old regime was the other way round:
we built houses and we did not have very much housing benefit to pay. It
is a perfectly good policy question to ask.
Chair: I am going to turn to Caroline Flint. I remind witnesses and
members of the Committee that we have a vote at 4.30 pm. We also have
the Fraud and Error panel, so we need to step it up a little. I am sure

Caroline Flint will set a great example.
Q79

Caroline Flint: I would like to cover three areas that have been brought
to my attention by the unions USDAW and Unison arising from the
application of universal credit to their members. The first is about
payment problems for universal credit claimants on four-weekly pay, the
second is about imposing a working hours requirement and the third is
about a lack of safety net for people on universal credit.
Could I start with the issue of people on four-weekly pay cycles being out
of sync with the assessment process for universal credit? From what I
understand, what both unions are starting to hear from their members is
that where DWP’s assessments take place over a monthly period—27 July
to 26 August—in practice sometimes people’s pay does not reflect that
cycle. That is true if you are on a four-weekly basis and that does not
align with this month-long period. For example, if you were paid on the
last Thursday of every month, in some cases you would just fall outside
the DWP-assessed time period and you would be shown to have no
income. But it could also appear that you had been paid twice in that
month; therefore DWP would wrongly assume that you earn more than
you do. Is this coming up? Is this bubbling up to the surface in your
assessments, with the roll-outs going ahead?
Neil Couling: You are sort of half right. I think it is mathematically
impossible for somebody on a four-weekly cycle not to have a payment
within a month, but you are quite right that for one month a year you are
going to get two payments inside that month’s assessment, and the way
the policy works is to take into account all the income that you get in that
month. We have been talking to a number of the large employers who pay
on that cycle and trying to encourage them to change their cycle of
payments. What we have said to the trade unions involved there as well is
that we will happily work with them on trying to persuade employers to
change their payment cycles. It is as true on the housing side as well—
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Caroline Flint: How much luck are you having with that?
Neil Couling: Some employers are saying that they will change; they
recognise this issue, particularly when trying to recruit people on quite low
levels of earnings who are going to be in the universal credit catchment. I
am hopeful that we can make some progress there. We are having similar
discussions with landlords. In particular, some of the social landlords ask
for rent four-weekly or weekly and we are saying, “We pay monthly now,
is there any chance you can synchronise your billing with our payments?”
Again, we are making progress there. That is the way we are trying to
tackle it.
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Caroline Flint: Maybe I can just refer to a case study, if that is okay,
from USDAW for Phil Clements, who lives in Penzance in Cornwall. In
fact, I think his MP, Derek Thomas, has been in touch with the
Department concerning Phil’s circumstances.
Phil is working in the retail sector and it is quite common in that area, as
you are aware, to have these four week cycles. Phil’s company pay him

every four weeks in arrears, so he receives 13 payments in 12 months.
His universal credit is assessed on earnings during the previous calendar
month. In March, like all other four-weekly paid staff, Phil received two
pay packets: one at the start of the month and one four weeks later. He
was suddenly informed in April that he would receive no universal credit
for that month because in March he had exceeded the earnings limit. He
apparently had no warning that that would happen and had not budgeted
sufficiently, so he had to use a credit card to pay for food and basic
necessities that month and cancel all his direct debits.
This clearly is a problem issue, in terms of both trying to persuade
employers and advance notice for people coming on to universal credit.
They should be aware of this problem, and either seek to try to sort it out
themselves or maybe seek support. What would you say to that particular
situation?
Neil Couling: Clearly we will take a look at the case and see, in general,
what kind of advice we are giving to people in this circumstance. Fourweekly pay is not massively prevalent, but is a factor. The way this system
works is that it is not built on a monthly pay figure, which people tend to
look at, but—without sounding too benefit-nerdy—is a monthly
assessment period; so it is any income falling in that month. That is what
is triggering this problem for Mr Clements and so forth. The answer
ultimately is the employer changing their cycle of payments and/or being
aware of this and then budgeting for the once a year situation where two
payments will fall in the one monthly cycle.
Q82

Caroline Flint: Is any work being done in the DWP to try to assess the
numbers that might be involved in this? Obviously, USDAW is a union
that is very much involved in the retail sector and it is saying that the
vast majority of low-paid staff of large companies are paid four-weekly.
In fact, Unison also cites that early pay in December is a common
practice by employers to accommodate Christmas, and that can also be
at odds. Are you doing any work to get a grip on the numbers? I
remember when, in the last Labour Government, we did the 10p tax
change; people were saying that there was not many people, and then
suddenly they seemed to appear all over the place and there were huge
problems for those families.
Neil Couling: We do have data on the prevalence of weekly pay, fourweekly pay and monthly pay within the economy. I think that is survey
data rather than actually down to the last person. One of the things that
Lord Freud, our Minister on universal credit, has been doing is meeting
with a number of the employers and employers’ organisations, to talk
about this problem and try to get people to address it.
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Caroline Flint: Do you feel that staff who are dealing with the
applications of people who may be paid in this way are fully aware of
what they could do to assist the situation, or to inform the claimant about
this particular problem at the outset?

Neil Couling: That is why I said I will go away and look at just what
guidance we are giving, and what advice we should be giving to people in
this circumstance.
Q84

Caroline Flint: One suggestion has been to enable claimants who are
paid four-weekly or two-weekly to receive a payment, as a no-interest
loan, for the missing month, which could then be paid back by deductions
from UC payments over, say, a six-month period? Is that something you
would be prepared to look at?
Neil Couling: Again, I don’t know Mr Clements’s case, but the policy is
that somebody in those circumstances could access an advance to help to
tide them over in that period. The policy does allow for that, but I don’t
know what has gone on in the case and I would like to find out.
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Caroline Flint: I am happy to forward the briefing, if that’s okay.
Neil Couling: Please do.
Caroline Flint: There are also some case studies from Unison, too.
Chair: We can provide the paperwork to you on a confidential basis.
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Caroline Flint: Before I come back to the issue of the working hours
requirement, to keep on the safety net for people on universal credit, I
want to go back to Phil’s case. When he did not receive any universal
credit payment for April, he was faced with going into debt at that point
and having to take his car off the road, which would impact on him
getting to work and to additional work at the same time. He was told by
the jobcentre that a budgeting advance was only available to new
claimants of universal credit and they were not for existing claimants. In
addition, Cornwall County Council specifically exclude universal credit
claimants from discretionary housing payments and crisis loans. Again,
the safety nets for someone like Phil and maybe others in his
circumstances just do not seem to be there. Is that, again, something
that the DWP would have a look at?
Neil Couling: I will certainly happily look at the case and establish for you
and the Committee what the rules are on budgeting advances. My
understanding was that they are available in those circumstances, but let
me go and check that. I obviously can’t answer for Cornwall Council.
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Caroline Flint: Okay, thanks for that. Finally, I move on to the issue of
in-work conditionality—I think the Work and Pensions Select Committee
has looked at this area as well. In its report from May this year—the 10th
report of Session 2015-16, HC 549—it found that people in work would
like to increase their hours. But there are people like Phil, for example:
he was only put on a 24-hours-a-week contract and although he applies
for overtime, that is not guaranteed; maybe other people in the
organisation get there first. Could you say a bit about the problems with
this in-work conditionality and how you approach that with sensitivity
when people are trying to increase their hours, but the nature of their
work or their area is just not helping?

Neil Couling: I think there is a bit of an expectation out there that we
have rolled this out as a policy across the country, but we haven’t. This is
a national trial that we are running to see what the best ways are of
intervening in cases where people are in work to try and encourage them
to take more hours and get more earnings from their activities at work.
We have not reached any conclusions yet about the best ways of doing it.
The Select Committee’s report was really good; it has clearly gone into
depth on these issues, as Select Committees do. They recognise that we
have a lot of work to do before coming back in about 2018 and saying,
“This is what we have concluded from this.”
We have this live trial: basically, we are taking half the people we get into
work from universal credit—or 41% of people now on universal credit and
in work. We are taking that flow into the trial. Half of the people are going
into the control group and half are going into the group where we are
experimenting through various different suppliers with different
approaches here, so it is very early days yet.
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Caroline Flint: Could you just tell me which areas geographically the trial
covers?
Neil Couling: We haven’t quite rolled this out across the whole country. It
is a national trial, because we need a large number of people and we have
only a relatively small number of people on universal credit now with
which to construct an evidence base for what works here. It is a trial
involving the whole country, but it is for people flowing on to universal
credit in the next few months in the way in which I have described.
Caroline Flint: What I understand from the case study—I know it is a
case study, but obviously you learn from these things, in terms of
application—is that Mr Clements has been told he needs to increase his
income to at least the level of 35 hours a week at the minimum wage
that he is being paid. Clearly, he has been encountering difficulties in
doing that, in the south-west and in the job market down there. Can I
take it from what you said that Mr Clements should in some ways assume
that although people should be encouraged to find as much work as they
can, the jobcentre should be dealing with him sensitively in terms of the
local job market and what he is able to do?
Neil Couling: I would always want the jobcentre to deal with him as
sensitively as any other customer that we might have. We are trying a
number of techniques with claimants to see whether those techniques
work. I clearly don’t know the specifics of his case, but the idea of this is
that it is meant to be help and encouragement, not a system of
punishment. We said that to a Select Committee, and the Select
Committee said it back to us. It is not what we are about here. Universal
credit will work if we can encourage more people to take more hours and
increase their earnings. That is what we are trying to do.
Sir Robert Devereux: We will go and check the case, but it should not be
the case that somebody has told him that he must do this. They may well
have said, “Could you? What could we do to help you?” If you are sitting

there thinking that we have issued a written directive to do it, that simply
isn’t Government policy and it won’t even be in the trial. There may be a
little bit of miscommunication going on here.
Q89

Nigel Mills: Mr Couling, what is keeping you awake at night on universal
credit? What are the big things that you are worrying about?
Neil Couling: I thought you might ask me that.
Chair: You’ve got a long list there!
Neil Couling: Yes, lots—oh dear. First of all, I am really pleased to get
today’s announcement, which is a big step forward for the programme
because I am on a plan that I am now confident I can deliver on. The
things I worry about are IT development and the resourcing of the live
operation that I am running. Back to the PCS points, do I have the right
level of people for the right level of sophistication in the system? I have
made a series of assumptions there, and I am testing and monitoring
those assumptions. On some of the assumptions I am up, and some of the
assumptions I am down. We are basically okay at the moment, but I have
to keep my eye on that going forward.
There is also partner engagement. People such as the local authorities are
really important. The local authorities are under their own stresses and
strains with resourcing, but they are key to the delivery of universal credit
so I need to keep those relationships good. I am always worried about
new work and new scope. A sixth bedroom? Please no, but Parliament may
decide that it wants something new.
There are also dependencies. I am dependent on some other programmes
in order to deliver, so the progress that the permanent secretary has
made with our employee deal is really welcome in terms of our having a
workforce that can work in new ways, but I have to keep an eye on that.
Finally, there is economic shock, which the Chancellor was talking about
yesterday. The consequences of the decision and how we exit the
European Union, does that impact on the volumes that the programme
deals with? I probably have an hour’s sleep at night with all that going on.
Mr Bacon: I think volumes will be going down because of the Brexit
boom.
Chair: I don’t want to get into the Brexit discussions, but Richard Bacon
has a question.
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Mr Bacon: I was at a factory in my constituency on Friday that is taking
extra orders because of the fall in sterling.
On in-work conditionality—requirements placed on recipients of universal
credit, including a possible sanctions regime—you mentioned the
employee deal, but how many DWP staff are likely to be subject to inwork conditionality requirements?

Neil Couling: I don’t have an estimate of that because I don’t know from
universal credit data how many DWP staff are on universal credit.
Q91

Mr Bacon: You don’t know. Are you going to find out?
Neil Couling: The staff are not required to tell me that they are on
universal credit.
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Mr Bacon: No, but it is information that the Department must hold
because you are paying it, and you have a duty of care to your own staff.
It is not obvious either that it will be impossible for you to found out the
information or that it would be a bad thing for you to know this
information.
Sir Robert Devereux: That is an interesting pitch, I agree. This isn’t a
policy question, and the personal circumstances of my individual members
of staff is a matter for them. How many children they have, whether they
have an expensive rent or not—that may or may not—

Q93

Mr Bacon: Or whether you are paying them enough. They are being
given extra benefit by Mr and Mrs Taxpayer in our constituencies because
they are not receiving enough from you as an employer.
Sir Robert Devereux: You are hypothesising I ought to know. I am just
observing that actually in order for me to know, as the employer, as
opposed to him—the programme, running it—I would be asking a whole
bunch of questions which potentially they could say “That is quite
impertinent for you to know.” They come to do a piece of work. How many
children they have and what their rent is is strictly their business. In
another part of the forest I do need some data from the system, and they
are properly paying it, but knowing which employer is not of itself a
material fact in the design that Parliament has agreed. They just need to
know their earnings.
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Mr Bacon: But there will be staff who are DWP employees who are
affected.
Sir Robert Devereux: There will indeed, and it is clear that in the event
that we end up having an in-work regime we have to make sure that that
is managed in such a way that I am not asking him how he is going to
improve his earnings. That would be quite inappropriate to do.
Mr Bacon: You might be getting a job down the pub at the weekends, Mr
Couling.
Sir Robert Devereux: He’d enjoy that!
Neil Couling: Just to go historical, here, when we had family credit, which
was the in-work support system within the Department, we didn’t know
then how many people within the Department were getting family credit;
so there has long been an expectation that these are private matters for
individuals that the employer has got no right to know. No other employer
will know that you are on universal credit, for example, so why in the
Department for Work and Pensions?
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Mr Bacon: In the way that they always would have known for tax credits,
because they were involved in administering them, weren’t they, to some
extent?
Sir Robert Devereux: When it was family credit, it was with us; tax
credits were with HMRC, and when it comes back to UC, there are always
going to be some people administering it who are receiving it, and we will
put in place arrangements to make sure that if any communication needs
to be done it is done sensitively, so it is not your immediate line manager
talking to you about stuff which is private. That is true in a lot of
Government services, but your basic proposition—surely I should know
and just go and find out—well, it is not so obvious.
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Mr Bacon: Well, I am glad you liked my pitch, anyway.
Sir Robert Devereux: Yes, I liked the pitch, but I am not sure I bought
it.

Q97

Chair: I just wanted to wrap up a last couple of quick questions. Zerohours contracts and UC: there is a lot of to-ing and fro-ing there. Of
course, for a start, those people will presumably lose transitional
protection very quickly, if they have not already, once they go into the
system, Mr Couling—because their hours go up and down.
Neil Couling: I don’t think so, no. How the transitional protection works is
if you imagine an entitlement of core UC—say it was, I don’t know, £100
and the transitional protection was £20 on top of that—then the work
incentives work off that shape: the work allowance and then the tapering
away. So earnings up and down the taper won’t affect the transitional
protection.
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Chair: Are you saying clearly that people on zero-hours contracts will not
lose?
Neil Couling: Universal credit works very well for people on zero-hours
contracts, because the current system doesn’t—it knocks people in and
out; but if I get some work this month, and then the following month I get
no work, my universal credit adjusts to that.

Q99

Chair: If it aligns.
Sir Robert Devereux: There are some changes of circumstances which
would take you out of transitional protection, but it is not going to be plus
or minus a couple of hours on a zero-hours contract.

Q100 Chair: You obviously deal with better zero-hours contracts than I have in
my constituency, because usually it is more than a couple of hours, but
you are pretty clear—
Sir Robert Devereux: But either way that it is a fluctuation in your
earnings; it is not a change in your condition.
Neil Couling: If you left universal credit—say I got a zero-hours contract
that was extraordinarily well paid, although I know they tend not to be,
but say I did, and exited universal credit. I would lose my transitional

protection, just to be clear on that, but if I stayed within universal credit,
no, it doesn’t. We designed it to be flexible because we want people to
take work when they can.
Q101 Chair: Okay. You say you have these metrics that you can measure. Do
you know at this point the cost per claim currently under the system?
Neil Couling: I don’t think so, no—
Q102 Chair: Claims change—I recognise that; but roughly.
Neil Couling: Because I am adapting the system every two weeks that is
a really hard thing to—
Q103 Chair: Do you have an idea, when it is fully operational, what the cost per
claim ought to be, to manage roughly?
Sir Robert Devereux: Yes, we do, because we have had to make
arrangements in agreeing the money for the Treasury to say, on the
economic outlook at the time, this will be roughly the right number to
start.
Q104 Chair: Is that a figure you can tell us now?
Sir Robert Devereux: It is not one I can tell off the top of my head,
partly because it is complicated as there are lots and lots of different
claims. To give you an average, I will have to do some calculations, but I
hear the question.
Q105 Chair: If you could write to us with whatever you can, it would be helpful.
We touched on sanctions earlier, but I wonder whether you know how
many people who are working have been sanctioned in work. Do you
have a figure for that?
Neil Couling: I don’t.
Q106 Chair: You don’t. My next question is: are sanctions helping people to
work more?
Neil Couling: That is within the pilot I was talking to Ms Flint about. The
plan is to publish the evaluation of that pilot in 2018 and at that point we
will have data on how many people—
Q107 Chair: But I think you have heard some concerns from the Committee
about people’s changes of hours. In my constituency people on 15-hour
contracts cannot get more hours or they are told, when they are working
perhaps 10 hours in a school, to go and get more hours. There are a lot
of human variations, as you know, and that is our concern at that
grassroots level about how this will work.
Neil Couling: I can assure you, Chair, we are acutely aware that we need
to get the in-work policy right. That is why we are running such extensive
piloting and why we have refused to commit to what a policy would be in
2018. We want to get this right and we recognise that we could sour the
experience of universal credit of we got it wrong. That is why we are

taking our time with this and working on the basis of evidence rather than
the prejudice the SRO might have about this or that.
Chair: Your words give me some comfort because, as Caroline Flint
highlighted, there are some challenging cases out there and these are
people’s lives.
Sir Robert Devereux: It is never in our interest to introduce a sanction
that reduces the household income such that people lose work. The whole
point is to have more people in work.
Chair: But it is not just about sanctions helping. We are already over time
and we are not going to go into the whole issue of sanctions. Our sister
Committee has been looking at it and I think we had better leave it to
them, who are more expert. I am sure we all have views on sanctions, but
tempted as I am, I am not going to give a monologue about my views on
sanctions here and now.
Mr Bacon: Oh, go on.
Q108 Chair: It is tempting, but I will save it for another time if things are going
badly. We are watching it, as is our sister Committee.
Finally, following on from what Mr Mills was saying, Mr Couling, you gave
a long list from your booklet of things that keep you awake at night. You
have a new Secretary of State, so what is your message for your new
Secretary of State about universal credit? What is your one-minute pitch
to him?
Neil Couling: My one-minute pitch is that this is a policy that is worth
doing. We have been implementing it for a while. We have a good plan.
We have been delivering on that plan and with his support we will execute
the plan successfully.
Q109 Chair: Okay, and what will success look like? What will the landscape be
when you have rolled this out? Why will it be better?
Sir Robert Devereux: Lots more people in work.
Neil Couling: Yes. This reform is all about work. When all the noise and
everything else about it—IT systems and so on—are put to one side, the
policy fundamentally is a success or failure based on whether it gets more
people into work. I think there is broad consensus across politics that—
Chair: It is helpful to get back to the basics of what the policy is about
and we will be watching it, as will our sister Committee. Thank you for
your patience. The session took longer than we thought, as it inevitably
does with universal credit, a subject on which we will see you again, Mr
Couling.

