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Summary 

In May 2010, the Coalition Government announced that it would establish a single 
welfare-to-work scheme, the Work Programme, to replace the range of contracted 
employment services for unemployed people.  

Although the Work Programme is of a larger scale, it maintains the same direction of travel 
as the Flexible New Deal, but the Coalition Government has dramatically accelerated the 
pace of change. The Department for Work and Pensions (DWP) will implement the 
programme nationwide in June 2011. A key innovation is that the Work Programme will 
be funded through savings in future benefits payments as people move into work. Other 
design principles include delivery through large prime contractors, the overwhelming 
majority of whom will come from the private sector, using a payment-by-results model. 
Prime contractors are expected to subcontract service provision to specialist local 
organisations, including voluntary sector providers.  

Another important change is that a significant proportion of the funding will be paid to 
prime contractors as they achieve sustainable employment for participants over a two-year 
period. The contracts themselves last for up to seven years. The success of the programme 
will therefore be subject to the state of the labour market and sufficient vacancies becoming 
available that are suitable for Work Programme participants.  

Prime contractors will need to invest significantly in the programme and will be 
responsible for ensuring that the supply chain is sustainable under the outcome-based 
payment model. Evidence showed that providers will need to meet very demanding 
performance levels to make the programme financially viable for them. Under current 
economic conditions, if providers are very successful financially, we accept that this means 
that they will have delivered exceptional outcomes for jobseekers and significant savings in 
social security payments for the Government.  

The financial stakes are very high for all parties: for prime contractors, there is a risk that 
they will terminate their involvement in the programme if they cannot make a profit; 
smaller subcontractors are concerned that they may not receive sufficient upfront funding 
to operate; and the Government could incur significant costs if it needs to intervene should 
Work Programme provision collapse in a particular region, although having at least two 
prime contractors in each region and a pre-approval process as part of the framework 
should mitigate this risk.  

Previous contracted employment programmes have experienced “creaming and parking”, 
whereby providers focus their attention on the participants who are most likely to gain 
sustainable employment, at the expense of those who face greater challenges to finding 
work. The Work Programme attempts to incentivise prime contractors to provide support 
for all participants through the differential payments model, an approach recommended by 
our predecessor Committee. It is based on eight customer groups. Prime contractors will 
receive higher payments for participants in the customer groups assessed as more difficult 
to help, for example, former Incapacity Benefit claimants. However, there is a risk that 
creaming and parking may still take place under this model, since it remains open to 
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providers to continue to focus on the easier to help participants within each customer 
group. The Government must monitor this closely and may need to change the payment 
model to address failure to provide support for all clients, where necessary.  

The design of the differential payments model does not attempt to reflect regional and local 
variations arising from local labour market conditions and the different needs of local 
populations, relying instead on prime contractors reflecting this in their tender bids. There 
may therefore be insufficient incentives to ensure that prime contractors provide a 
consistent quality of support for all participants in their contract area. This may lead to 
disparities between the level of support in areas of entrenched unemployment and remote 
rural areas compared to areas where the labour market is buoyant. Again, the Government 
must monitor this and intervene to adapt contracts if it is found that participants in some 
areas are being neglected.    

The Programme will face a significant new challenge in providing services for potentially 
large numbers of former Incapacity Benefit claimants, some of whom may face significant 
barriers to finding work and require a level of support that has not been delivered under 
previous programmes. Initial findings from trials in Aberdeen and Burnley indicated that 
as many as a third of current Incapacity Benefit claimants might be found fit for work and 
another third might be able to work within a reasonable period if the right support was 
provided. The total number of participants joining the programme may also vary 
considerably depending on unemployment rates. 

The principles behind the Work Programme build on previous experience and are to be 
welcomed. There is, however, uncertainty, particularly around payment levels and 
numbers of participants. The Government needs to ensure that it retains sufficient 
flexibility to respond to these challenges and must be prepared to intervene quickly if the 
programme is not meeting its objectives. 
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1 Introduction 

Announcement of the Work Programme  

1. Employment programmes to help long-term unemployed and certain other 
economically inactive people to find jobs and to come off benefits (“welfare to work”) have 
been delivered through government contracts with the private, public and voluntary 
sectors since the 1990s.1 The Coalition Government announced its plans to “end all 
existing welfare to work programmes and create a single welfare to work programme to 
help all unemployed people get back into work” as part of its Programme for Government 
in May 2010.2  

2. The scheme will be called the Work Programme and will replace existing contracted 
employment programmes for a range of unemployed and certain other economically 
inactive people, including those with health conditions and some disabled unemployed 
people. The programme will not, however, replace Work Choice.3 Contracts to deliver 
most existing programmes (Flexible New Deal, New Deal for Young People, New Deal 
25+, New Deal for Disabled People, New Deal for Lone Parents, Pathways to Work, 
Progress2work and Employment Zones) will end during spring/summer 2011. The Work 
Programme will be rolled out nationally in June 2011.4 We discuss the transition from 
existing contracts to Work Programme contracts in chapter 9. 

3. The Work Programme will be available to people claiming income-related Jobseeker’s 
Allowance (JSA) and Employment and Support Allowance (ESA) (both income and 
contribution-based). The programme categorises customers into eight groups, based on 
the benefit which they are claiming at the time they are put on the Work Programme. For 
some customer groups, individuals will need to have been receiving benefits for a specific 
period before becoming eligible for the programme. 

4. The eight groups will form the basis for differential payments, which are designed to 
incentivise prime contractors to support the hardest to help by offering these organisations 
larger payments for finding jobs for those furthest from the labour market. The intention is 
to ensure that prime contractors do not focus simply on working with people for whom it 
may be easier to find jobs. We discuss the differential payments model in chapter 4.  

5. Some key features of the Work Programme are as follows: 

• Providers will be required to help benefit claimants into sustained employment of up to 
two years rather than the previous requirement of only six months 

 
1 See, for example, David Freud, Reducing dependency, increasing opportunity: options for the future of welfare to 

work: An independent report to the Department for Work and Pensions, March 2007. 

2 HM Government, The Coalition: our programme for government, May 2010, page 23. 

3 Work Choice, a separate programme to help disabled people with severe disability-related barriers to work, was 
launched by DWP in October 2010. Work Choice replaced the existing WORKSTEP and Work Preparation 
programmes and the Job Introduction Scheme. 

4 HC Deb, 10 June 2010, cols 37-8. 
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• It will allow early access to employment support for those facing the severest barriers to 
work; for example, those under 25 will be able to access the programme earlier than in 
previous programmes 

• Payment to contracted providers will be largely results-based and the additional 
challenge faced by providers in finding employment for people who face the greatest 
barriers to work will be recognised in a differential payments system 

• The Programme will be funded from the money saved in future benefit expenditure as 
people are moved into work 

• The Department for Work and Pensions (DWP) will not prescribe the type of support 
which providers will be required to provide. Providers will be free to determine the type 
of intervention which a client requires depending on their specific needs (the “black 
box” approach).5   

Background to this inquiry  

6. We were keen to examine the contracting arrangements for the Work Programme, 
including requirements to be placed on providers, and report on our findings before the 
programme is rolled out nationally. Our inquiry therefore focused on the following issues: 

• The steps DWP needs to take to ensure that a procurement programme of this size and 
complexity is managed effectively and delivers high quality outcomes 

• The extent to which the Work Programme will differ from existing contracted 
employment programmes 

• The relationship between prime contractors and subcontractors and DWP’s role in 
overseeing this relationship 

• The role of Jobcentre Plus in delivering the Work Programme 

• The implications for providers of the increase in volume and the change in profile of 
Jobseeker’s Allowance claimants arising from the migration from Incapacity Benefit to 
Employment and Support Allowance 

• The implications for providers of “payments by results” arrangements, with particular 
reference to the voluntary and social enterprise sector 

• The likely effectiveness of a differential payment scheme in encouraging providers to 
support harder to help groups  

• The implications of regional variations in the labour market. 

7. We received 37 submissions from a range of organisations and individuals. We took oral 
evidence from academics and experts; prime contractors, subcontractors and the industry 

5 HM Government, The Coalition: our programme for government, May 2010. 
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body, the Employment Related Services Association; and the DWP Minister, Rt Hon Chris 
Grayling MP, and DWP officials. A full list of witnesses is set out at the end of the report.  
We also visited the United States to talk to organisations and individuals involved in the 
delivery of welfare to work services in the State of Wisconsin and New York City and 
academics in the field. We are very grateful to all those we met in the US and to everyone 
who contributed to the inquiry. 

8. We would also like to thank our Specialist Adviser for this inquiry: Ian Mulheirn, 
Director of the Social Market Foundation.6 We very much appreciate the contribution he 
made to our work. 

9. We intend to look at the operation of the Work Programme in more detail, focusing 
more specifically on its effectiveness in supporting different customer groups, later in this 
Parliament. 

6  Relevant interests of the specialist adviser were made available to the Committee before the decision to appoint 
him on 17 November 2010. The Committee formally noted that Ian Mulheirn declared an interest as Director of the 
Social Market Foundation, in that some of the Foundation’s work has been sponsored by private and third sector 
employment service providers. 

  



8     
EMBARGOED ADVANCE COPY 
Not to be published 
In full, or in part, in any form before 
00.01 am GMT or BST on Sunday 8 May 2011 
 

 

2  Design of the Work Programme  

Contracted employment programmes 

10. Our predecessor Committee reported on the management and administration of 
contracted employment programmes towards the end of the last Parliament. The report 
highlighted the problem of “creaming and parking”, which is often encountered in such 
programmes, particularly when providers are paid mostly by results (i.e. for placing people 
in jobs). “Creaming” describes service providers concentrating their efforts on those who 
are closest to the labour market and easiest to place in a job, and “parking” describes where 
participants judged furthest from the labour market and most difficult to place in a job 
receive only minimal services. 7 

11. Our predecessors also reported on the DWP’s Commissioning Strategy in relation to 
the Flexible New Deal, which had several similarities to the Coalition Government’s new 
Work Programme including: large contracts with prime contractors; individualised 
support delivered through local subcontractors; and largely results-based payments to 
providers. The Committee concluded that the design of the first phase of Flexible New 
Deal would not prevent creaming and parking and recommended that DWP introduce 
differential payments to financially incentivise providers to work with all types of 
customer, including the hardest to place in jobs.8 

12. The previous Government had planned to pilot Personalised Employment 
Programmes (PEPs) in the Thames Valley and the London Boroughs of Barnet, Enfield 
and Haringey from March 2011. The aim of the planned PEP pilots was to offer support to 
unemployed customers receiving Jobseeker’s Allowance (JSA) and customers with health 
conditions receiving Employment and Support Allowance (ESA) to find sustainable 
employment “within a single, integrated, flexible employment programme”.9 DWP had 
planned to experiment with an escalator model of payments to providers, whereby 
providers would receive increasingly large payments per customer as they moved more 
people into jobs. The idea behind this payment model was to incentivise providers 
financially to work through their cohort of customers to help those hardest to place in 
jobs.10 The Coalition Government has since cancelled the PEP pilots and decided to 
introduce the Work Programme.    

Bringing together support into a single programme 

13. The Work Programme will bring together a range of employment support previously 
provided to unemployed people under several different contracted employment 

 
7 Work and Pensions Committee, Fourth Report of Session 2009-10, Management and Administration of Contracted 

Employment Programmes, HC 10. 

8 Work and Pensions Committee, Second Report of Session 2008-09, DWP’s Commissioning Strategy and the Flexible 
New Deal, HC 59. 

9 www.dwp.gov.uk 

10 Jane Mansour and Richard Johnson, Buying Quality Performance: Procuring Effective Employment Services (London, 
2006) 
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programmes. There was consensus among our expert witnesses that this was the correct 
way forward. Dave Simmonds of the Centre for Economic and Social Inclusion (Inclusion) 
agreed that it was the right step to take and pointed out that there was a certain amount of 
continuity with the policy of the last Government: “I think we have to be clear that this was 
the direction of travel over a number of years, and we have to remember that the Work 
Programme, in terms of its design, does draw very heavily upon the Flexible New Deal.”11 

14. Professor Dan Finn of the University of Portsmouth told us that one obvious benefit of 
bringing support together into one programme was that it would save money on 
transaction costs by having a single tendering process.12 Potential prime contractors were 
also supportive of the idea, as was the Employment Related Services Association (ERSA, 
the trade association for the providers of employment related services), while noting the 
challenge involved in the scale and ambition of the programme.13 

15. There was slightly more qualified support for the consolidation of support into one 
programme from potential subcontractors. St. Loye’s Foundation agreed that some 
rationalisation was required but had some doubt about whether consolidation into a single 
programme would be the optimal design: 

It was a little confusing previously, as there were a large number of programmes.  
People in Jobcentre Plus were possibly themselves confused about in which direction 
to post customers, so some rationalisation was required.  Whether to go down to one 
programme [...] was the optimum, I am not sure.14  

Jonny Boux of Community Links expressed a similar view: 

At Community Links one thing we welcome with the Work Programme is the 
simplicity of one programme [...]. We are a current New Deal prime contractor, but 
we recognised the complexity of the number of various programmes that were 
involved across the board.  I am still unsure [...] that one programme is the sensible 
way forward.15 

Funding employment services from future benefit savings 

16. One of the key features of the Work Programme is that it will be funded from the 
money saved from future benefit expenditure as people move into work. Historically, 
contracted employment programmes have been funded from the DWP’s Departmental 
Expenditure Limit (DEL), which is a three-year departmental spending limit set by HM 
Treasury in Spending Reviews. Benefit payments are paid from a separate, larger budget 
called Annually Managed Expenditure (AME), which is managed centrally by HM 

11 Q2  

12 Q2 

13 Q105 

14 Q 60  

15 Q 60  
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Treasury. Until recently internal government accounting rules did not allow the mixing of 
DEL and AME spending.16 

17. In his independent report to the Department of Work and Pensions in March 2007, 
David Freud (now Lord Freud, the Minister for Welfare Reform) outlined the fiscal 
benefits to the state of moving people from benefits into sustained employment. He 
estimated, for example, that the gross savings to the state of moving an average recipient of 
Incapacity Benefit into work for a year was £5,900, with additional gains from direct and 
indirect taxes (offset against tax credits) raising the figure to £9,000. The report stated that 
once a person has been on Incapacity Benefit for a year they remain, on average, on benefit 
for eight years meaning that “a genuine transformation into long term work for such an 
individual is worth a net present value of around £62,000 per person to the State”.17  

18. Extending employment support to people on Incapacity Benefits and paying providers 
from future benefit savings (the larger AME budget) had been under consideration by the 
previous Government since the Freud report. The process became known as the 
“AME/DEL switch”. In the July 2008 Green Paper, No One Written Off, DWP announced 
trials in Greater Manchester, Norfolk, and the London Boroughs of Lambeth, Southwark 
and Wandsworth, starting in financial year 2010-11.18 Professor Dan Finn told us that the 
AME/DEL switch was therefore another acceleration of the direction of travel of the 
previous Government’s policies: 

It accelerates what the previous Government were going to experiment with: 
whether you can fund current expenditure, in terms of investing in upfront 
employment services, and pay for them from the future benefit savings that come out 
of that.  Now, that’s a fundamental principle that underpins the Work Programme, 
which the previous Government were much more cautious about and were in the 
process of testing through some kind of pilots, but this Government have obviously 
made the decision, “This is what we’re going to accelerate.”19 

19. Other witnesses were supportive of the AME/DEL switch as a way of funding the Work 
Programme. G4S argued that the AME/DEL switch could ensure that the necessary 
funding was in place, even within current fiscal restraints, to offer support to the hardest to 
help.20 

20. The Work Programme will be funded from projected future benefit savings, the 
scale of which is as yet unknown. This means that, instead of funding the programme 
from the Departmental Expenditure Limit (DEL) in the usual way, the source will be 
Annually Managed Expenditure (AME) from which benefits are paid (the so-called 
AME/DEL switch). It is a bold decision by the Government to press ahead with this 

16 David Freud, Reducing dependency, increasing opportunity: options for the future of welfare to work: An 
independent report to the Department for Work and Pensions, March 2007, p 67. 

17 David Freud, Reducing dependency, increasing opportunity: options for the future of welfare to work: An 
independent report to the Department for Work and Pensions, March 2007, p 68. 

18 DWP, No one written off: reforming welfare to reward responsibility, July 2008, pages 74-75. 

19 Q 3 

20 Ev 63 
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untried method of funding. We welcome the extra resources that the Government has 
released by using the AME/DEL switch mechanism to help people find jobs in a time of 
constrained public finances.  However, there is a risk that the expected savings will not 
be realised if too few people gain full time work or if the number falling out of work 
rises. We recommend that the Government publishes at regular intervals the cost of the 
Work Programme and an estimate of the benefit savings accrued from it. We also 
recommend that the Government commission an independent external organisation to 
conduct a full evaluation of the programme, including an assessment of its cost-
effectiveness in relation to previous employment programmes.  

Personalised support for Work Programme customers 

21. Work Programme prime contractors will be given considerable freedom to provide 
personalised support to individual customers—the so-called “black box” approach: 

Specialist delivery partners from the public, private and voluntary sectors are best 
placed to identify the best ways of getting people back to work, and will be allowed 
the freedom to do so without detailed prescription from central government.21 

22. Most witnesses supported the black box approach and were keen for DWP not to 
interfere in the personalised interventions offered by prime contractors.22 Dave Simmonds 
told us that black box provision was essential because customers will have different needs 
and therefore require different interventions.23 Stephen Evans of the London Development 
Agency agreed but also believed that there should be sufficient transparency within the 
black box and that prime contractors should be held accountable for delivering what they 
promise: 

[...] people don’t fit neatly into boxes, so their provision is not going to fit neatly into 
boxes. The challenge is that you’ve got to couple that with some minimum 
expectations of what people can expect when they are on this programme—because 
it is a public programme that you have to be on to get your benefits—and also 
transparency and accountability in terms of that performance data.24 

23. The alternative to the black box model would be a model in which the Government 
prescribed in greater detail the services that a prime contractor and its subcontractors must 
deliver. The Wisconsin Works (W-2) employment support programme that we saw during 
our visit to the United States was more prescriptive than the Work Programme model and 
the requirements placed on providers had increased over time as the State sought to make 
the programme more accessible to participants. All participants were required to meet with 
an adviser to agree a personalised plan to help them find employment, but this plan was 
based on the “W-2 employment ladder”, which stipulated training and support options in 
order of preference: unsubsidised employment, trial jobs (subsidised employment), 

21 DWP, The Work Programme Invitation to Tender: Specification and Supporting Information, December 2010, para 
2.03. 

22 See, for example, Remploy Ev w2 [Note: References to Ev wXX refer to written evidence published in the volume of 
additional written evidence on the Committee’s website] 

23 Q 5  

24 Q 5  
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community service jobs and transitional work (employment-related activities such as 
education and training) support programme for parents.25 The Wisconsin Policy Research 
Institute argued in 2005 that some of the most commonly used options from the W-2 
employment ladder, such as community service jobs and basic adult education, were 
ineffective. The Institute also found that employers were reluctant to hire W-2 participants 
into subsidised trial jobs.26 If the Government had prescribed in detail the service that 
Work Programme providers must deliver, this might have led to providers being forced to 
deliver ineffective support. It could also have deflected providers from a focus on outcomes 
and reduced their flexibility and scope to innovate.  

24. We support the principle of black box provision of employment support, where 
prime contractors will be allowed considerable freedom to personalise interventions to 
match the needs of jobseekers, as long as there is transparency about what prime 
contractors undertake to provide within the black box. DWP should not interfere with 
this approach without exceptional reason. However, DWP must ensure that prime 
contractors are held to account for what they promise to deliver within the black box 
and that protections for the customer are included within contracts. We request that 
the Government clarifies how this will be achieved, in response to this report. 

Use of intermediate labour markets within the black box 

25. In our report on Youth Unemployment and the Future Jobs Fund we found that 
government-subsidised jobs (sometimes called intermediate labour markets) could be a 
cost-effective option for young unemployed people who are furthest from the labour 
market and who therefore might not benefit from less intensive approaches.27 

26. EU state aid rules stipulate that subsidised jobs created under employment schemes 
must be “additional” posts, i.e. ones that would not otherwise have been created without 
the employment programme. Our report found that private sector employers had 
perceived EU state aid rules as a barrier to participation in employment programmes that 
involved creating subsidised jobs.28 

27. We asked DWP officials about the legitimacy of Work Programme prime contractors 
creating subsidised jobs within the black box. Mark Fisher told us: 

If somebody genuinely gives somebody a cleaning job for two or three years, then 
there could be a form of subsidy going towards that.  It is quite legitimate under the 
black box if they can make money with that [...] There is a degree of employment 
subsidy.29 

25 http://dcf.wisconsin.gov/w2/wisworks.htm  

26 Wisconsin Policy Research Institute, Road To Nowhere: Education and training under Wisconsin Works, April 2005. 

27 Work and Pensions Committee, First Report of 2010-11, Youth Unemployment and the Future Jobs Fund, HC 472, 
para 53. 

28 Ibid, paras 72-77. 

29 Q  172 
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The Minister told us that he was “completely relaxed” about Work Programme prime 
contractors using a proportion of their fees to subsidise jobs for their Work Programme 
clients and that it would be for the prime contractors to interpret the EU state aid rules.30 

28. We welcome that Work Programme prime contractors may choose—within the 
black box—to use a proportion of their fees to subsidise jobs for their Work 
Programme participants. However, there has previously been a perception that EU 
state aid rules could be a barrier to private sector employment of this kind. Whilst it 
will be for prime contractors to establish the legality of such interventions under state 
aid rules, we recommend that the Government produce straightforward guidance on 
how intermediate labour markets may be used within the Work Programme in a way 
which is compliant with state aid rules. 

30 Q  172 and Q 177 
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3 The tendering process 
29. In June 2010, DWP advertised the Work Programme and invited organisations to bid 
to be part of a framework (the Framework for the Provision of Employment Related 
Support Services (ERSS)) of prime contractors across 11 regions (called lots).31 The ERSS is 
designed to be an umbrella agreement between DWP and service providers who will in 
effect be pre-approved to bid for Work Programme and other welfare to work contracts in 
the future.32 Bidders for prime contracts were encouraged to include private, public and 
voluntary sector organisations as sub-contractors for the delivery of employment services 
locally.33   

30. On 25 November 2010, DWP announced the organisations that had successfully bid to 
join the ERSS framework. The framework included 35 prime contractors across the 11 
regional lots, and between nine and 17 prime contractors were chosen for each regional 
lot.34  

The prime contractor model  

31. Prime contractors chosen for the ERSS needed “to have the financial capacity to deliver 
large scale contracts which require a significant amount of cash-flow due to outcome 
funding”35 and an annual turnover of at least £20 million per annum.36 The rationale for 
having large prime contractors is that they would be able to bear the financial risk of 
operating on a largely results-based payment model. The financial model assumes that risk 
will not be passed down from prime contractors to smaller, often voluntary sector, 
subcontractors. We discuss the nature of Work Programme supply chains in more detail in 
chapter 6.  

32. Some witnesses were concerned that the financial model for the Work Programme 
would exclude many voluntary sector organisations from the ERSS. We were interested in 
exploring this issue, since voluntary sector organisations have the potential to bring 
significant experience, expertise and innovation to employment programmes. Barnardo’s 
argued that many such organisations would be unable to manage such large and complex 
contracts.37 Community Links felt that the size of the contracts had effectively eliminated 
organisations such as theirs from a prime contracting role which they had shown 
themselves capable of fulfilling under the New Deal. 38 The Scottish Association for Mental 
Health shared a similar view:  

 
31 HC Deb, 29 June 2010, cols 39-42WS 

32 www.dwp.gov.uk  

33 HC Deb 10 June 2010, cols 37-38WS 

34 HC Deb, 25 November 2010, cols 54-56WS 

35 www.dwp.gov.uk/docs/work-programme-qanda.pdf 

36 http://www.dwp.gov.uk/docs/erss_qa.pdf  

37 Ev w58 

38 Ev 73 
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Many organisations with crucial expertise and experience will be too small to tender 
as prime contractors, creating a risk that they will be effectively ‘frozen out’ of the 
Work Programme by larger organisations or collaborations. This loss of expertise 
would not be in the interests of service users and would greatly hinder the success of 
the Work Programme.39 

33. The Prince’s Trust was more positive about the prime contractor model, highlighting 
its potential positive effects for a voluntary organisation such as theirs: 

For us it potentially offers real security. The alternative for us is bidding for smaller 
contracts, which have more of a tendency to finish and to turn over. With this we are 
seeing quite long contract value, potentially of quite significant sizes and, for us, that 
could offer real security, so we welcome it.40 

34. Professor Dan Finn and Dave Simmonds of Inclusion agreed that it would be difficult 
for small voluntary sector organisations to secure the necessary finance to operate as prime 
contractors on a largely outcome-based model.41 It was, however, possible for some 
voluntary sector organisations to gain a place on the ERSS: 

[...] being a prime is loaded against many non-profits, but we should remember that 
there are some non-profit organisations as primes, so it is possible and feasible to do 
it. Those organisations have a long track record, and have built up high levels of 
delivery and volume in different parts of the country [...]42 

Dave Simmonds observed that it had been assumed from the outset that smaller, specialist 
organisations would have an important role to play as subcontractors delivering services 
locally.43 

35. DWP told us that: 

Positive steps were taken to encourage organisations of all sizes from the public, 
private and voluntary sectors to consider getting involved and to encourage 
voluntary sector organisations and potential prime contractors to work together.44 

The Minister confirmed that it had not been the Government’s intention to exclude 
voluntary sector organisations from the ERSS, and indicated that consortia had been 
encouraged to include a mix of private and voluntary sector involvement: 

We were always aware that there was a legal difficulty for some voluntary sector 
organisations to raise capital for commercial purposes to take a risk.  One of the 
things that we sought to do very early on was to encourage investors to form 

39 Ev w77 

40 Q 67  

41    Q 18 and Q 20 

42 Q 20 

43 Q 18-20 

44 Ev 68 
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partnerships with voluntary sector organisations so that they could combine 
financial and delivery skills together in the same group.45 

He told us that the bids for the ERSS reflected a good mix of participation and 12 of the 35 
consortia that were chosen included voluntary sector organisations.46 

The announcement of preferred bidders 

36. On 1 April 2011, DWP announced the 18 organisations who are the preferred bidders 
for each contract.47 Overall, 40 contracts will be awarded, with at least two in each region. 
The preferred bidders include 15 private sector organisations, two voluntary sector 
organisations and one public sector organisation. Out of the 40 regional contracts, the 
overwhelming majority—35 contracts (88%)—were awarded to private sector 
organisations. Three contracts (8%) were awarded to voluntary sector organisations and 
two contracts (5%) were awarded to Newcastle College Group, a public sector 
organisation.48  

37. Inclusion noted that 24% of the preferred bidders were new entrants to the 
employment services market, having not previously been a provider of the Flexible New 
Deal or Pathways to Work.49  

38. A DWP news release accompanying the announcement of the preferred bidders 
highlighted the role of voluntary sector organisations in the delivery of the Work 
Programme, quoting the Minister as saying “For the first time those charities and 
voluntary sector organisations across the country with the know-how to help people with 
real difficulties in their communities get back to work are being given the chance to do just 
that.”50 It is worth placing this comment in context. Voluntary and community sector 
organisations were already closely involved in the delivery of previous employment 
programmes, including the Flexible New Deal, other New Deals, the Future Jobs Fund and 
a range of other employment related services. Their involvement as subcontractors in the 
Work Programme builds on previous programmes and does not represent a significant 
departure from them.  

39. The announcement of the preferred bidders also states that “Voluntary sector 
organisations make up a substantial proportion of prime contractors’ supply chains, in 
some cases over 50%, representing an investment of £95 million in the voluntary and 
community sector”.51 The DWP news release indicated that, over the course of the seven-

45 Q 156 

46 Q 156 

47 The full list of preferred bidders was available at: www.dwp.gov.uk/newsroom/press-releases/2011/apr-
2011/dwp037-11.shtml 

48  DWP press release, 1 April 2011, “Massive boost for the Big Society as almost 300 voluntary sector organisations 
named as part of the Work Programme”. 

49 www.cesi.org.uk/NewPolicy/news/work_programme_inclusion_response.htm  

50 DWP press release, 1 April 2011, “Massive boost for the Big Society as almost 300 voluntary sector organisations 
named as part of the Work Programme”. 

51 HC Deb , 1 April 2011, col 44WS. 
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year contracts, the total value is likely to be between £3 and £5 billion.52 As the contracts 
were let after we had finished taking evidence, we have not been able to assess the 
voluntary sector’s share of the overall Work Programme contracts.  

Prime contractors’ relationship with voluntary organisations  

40. Witnesses were concerned that voluntary sector organisations could be used to 
“window dress” bids to make them appeal to DWP at the tendering stage but would then 
be used sparingly, if at all, in the actual contract delivery.53 Caroline Taunt of The Prince’s 
Trust told us that the term “bid candy” was being used to describe this inappropriate use of 
voluntary sector organisations to make bids from prime contractors more attractive in the 
contract process.54  

41. We asked the Minister whether a prime contractor that was found to have used a 
voluntary organisation as part of their bid in the tendering process but then failed to use 
that organisation in actual delivery would be in breach of contract. He was unequivocal in 
his reply: “if it was a blatant example like that, we would just remove the prime contractor 
from their contract.  I am not having that.”55 

42. We welcome the establishment of the Framework for the Provision of Employment 
Related Services (ERSS) and the intention to create a mix of private and voluntary 
sector involvement in ERSS consortia. Without the involvement of voluntary sector 
organisations the programme would risk losing a wealth of innovation and specialist 
knowledge. 

43. It is important that the voluntary sector’s involvement in the Work Programme is 
meaningful and that organisations are not simply used to make prime contractors’ bids 
more attractive. We welcome the Minister’s assurance that any prime contractor which 
included a voluntary sector organisation in their bid at the tendering stage but was 
subsequently found not to be using that voluntary sector organisation in service 
delivery will have their contract cancelled. DWP must monitor this and act accordingly 
once the programme is underway.  

44. There may be subcontractors who have formed bids with framework providers who 
have been unsuccessful in gaining preferred bidder status. These organisations may 
hold significant expertise and could face a lack of involvement in the Work Programme 
through no deficiency of their own. We expect the procurement process to be 
sufficiently flexible to enable Work Programme prime contractors to engage these 
organisations where appropriate.  

52 DWP press release, 1 April 2011, “Massive boost for the Big Society as almost 300 voluntary sector organisations 
named as part of the Work Programme”. 

53 Ev 58 St. Loye’s Foundation and Ev w39 Public and Commercial Services Union 

54 Q 67 

55 Q 174 
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Effectiveness of the procurement process 

45. The full Invitation to Tender for specific Work Programme contract package areas was 
issued on 22 December 2010. Prime contractors chosen for the ERSS were invited to bid 
for specific contracts in 18 contract package areas (Wales and  Scotland each count as one 
contract package area, and the other nine regional lots are divided into either two or three 
contract package areas). Thirty of the 35 prime contractors named on the ERSS tendered 
bids for Work Programme contracts, and the remaining five decided not to submit a bid.56  

46. The tenders were assessed by DWP in terms of both their quality and price. The quality 
element included supply chain management, service delivery, resources, stakeholder 
engagement, and implementation. This formed the basis for the minimum service 
standard against which prime contractors would be measured during the programme 
delivery. The price element allowed prime contractors to bid to supply services for less than 
the maximum outcome fee or to allow that fee to be reduced more quickly (for a 
description of the fees available to prime contractors, see chapter 4).57  The scores from 
these two assessments were brought together into one overall score out of 120: up to 60 
marks for quality and up to 60 for value for money.58 

Concerns highlighted by previous tendering processes: Pathways to Work 

47. Pathways to Work, an employment programme for claimants of Incapacity Benefits 
(including Employment and Support Allowance, from October 2008), was first piloted in 
2003-04 and was the previous Government’s attempt to reduce the number of people 
claiming incapacity benefits by one million by 2015.  

48. The National Audit Office criticised the procurement process for Pathways to Work in 
its 2010 report. Tenders submitted by contractors and agreed by the Department were 
found to be unrealistic in terms of forecast performance: 

Contractors have consistently underperformed on their employment targets, even 
allowing for the recession, raising concerns about the level of critical review of 
Pathways bids by the Department, particularly given the extent to which these 
exceeded performance benchmarks in tender documentation.59 

49. Given the criticism of the Pathways to Work tendering process, we asked witnesses if 
they thought that DWP had learned lessons from the experience and would now be able to 
evaluate bids for the Work Programme effectively. Witnesses broadly agreed that DWP 
appeared to be adopting the right approach. Dave Simmonds told us that the information 
requested from bidders appeared to have the right balance and was a lot more detailed than 

56 HC Deb, 25 November 2010, cols 54-56WS. 

57 Department for Work and Pensions, The Work Programme Invitation to Tender: Specification and Supporting 
Information, November 2010. 

58 Ibid., para. 1.09. 

59 National Audit Office, Support to incapacity benefits claimants through Pathways to Work, HC  21, 28 May 2010 
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in previous programmes but he still had some doubts about DWP’s ability to evaluate 
bids.60 

50. Professor Finn argued that DWP could call on up to 15 years’ experience of contracting 
out welfare to work services and that they were subjecting bidders to “some pretty rigorous 
tests around their financial viability and in the mini-competition about what they actually 
propose to deliver”.61 Dr Maria Hudson of the Policy Studies Institute at the University of 
Westminster pointed out that evaluation of bids would be difficult due to uncertainty 
about the costs involved in providing for the “new and sizable tranche of customers” which 
former Incapacity Benefit claimants would represent. 62 

51. The Minister told us that the Department had worked hard to get the process right this 
time and had called on the expertise of private sector organisations such as KPMG, 
Powergen and UBS to test the model both in terms of its financial viability for prime 
contractors and its cost-effectiveness for the Government:  

We went through this all very systematically and came up with a model. [...] All the 
external advice we had suggested we got it about right.  The fact we had five 
organisations drop out because they said it was too tough, but 30 who bid and have 
submitted 180 bids across the whole of the country, suggests to me—touch wood—
we got it about right.63 

The prime contractors’ view of the tendering process 

52. ERSA expressed their broad satisfaction with the tendering process, particularly the 
clarity of the requirements and the relatively few changes to scope and technical details 
during the process, but they noted that the timescales were very challenging. They also 
highlighted the fact that an eighth customer group (Incapacity Benefit claimants in 
England yet to have undergone the Work Capability Assessment) had been added very late 
in the process, which gave bidders little time to adjust their bids: 

The Invitation to Tender came out prior to Christmas, and the Government is 
moving very, very rapidly in relation to this.  There has been some movement, most 
of it in a positive direction, reflecting what they are hearing from the primes, the 
subcontractors and the representative body.  However, the eighth customer group is 
something quite new, and has come a bit out of the blue [...].64   

In terms of the criteria for evaluation of bids, potential prime contractors felt DWP’s 
approach was correct. Sean Williams from G4S Welfare To Work told us that DWP’s 
evaluation criteria were “enormously sensible”.65 

60 Q 9 

61 Q 7 

62 Q 9 

63 Q 171 

64 Q 108 

65 Q 106 
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53. However, some witnesses highlighted the administrative burdens placed on 
subcontractors by prime contractors when establishing their supply chains through 
Expression of Interest (EOI) and Pre-Qualification Questionnaire (PQQ) forms. St. Loye’s 
Foundation told us that prime contractors had adopted a “hugely complicated” selection 
process which they felt was unnecessary: “There is great scepticism within the sub-
contractor community that prime contractors do, in fact, read and carry out an objective 
selection based on evidence presented [...] This being so, the formal EOI/PQQ stage should 
be much less onerous”.66 ERSA also noted the burdens placed on subcontractors, in 
particular that some small voluntary organisations had been asked to prepare over 50 
separate expressions of interest for a large range of different prime contractors.67 

54. DWP seem to have learned lessons from previous procurement exercises in setting 
the bid evaluation criteria for the Work Programme. Its approach to the tendering 
process appears to have run relatively smoothly despite the very ambitious timescales 
set for it, and the Department deserves credit for this.  

55. It is important that prime contractors do not place an unnecessarily onerous 
administrative burden on subcontractors when establishing their supply chains. The 
Department has a role to play in this and should work with prime contractors and 
representative bodies within the industry to promote the use of a single simplified 
Expression of Interest form for subcontractors. 

Competition within contract package areas 

56. DWP has stated that it will encourage competition between prime contractors in each 
contract package area (CPA) “by shifting market share to those who perform most strongly 
and shifting from those who perform the least well to maximise job outcomes”. The 
benchmark for a shift of market share will be a 3% or greater difference in performance 
between prime contractors within the specific customer groups. The first point at which 
the shift in market share will apply will be at 31 March 2013. It will be applied at 12 month 
intervals thereafter.68  

57. The Invitation to Tender set out further terms and parameters under which a shift of 
market share will occur, including: 

• only new customers will be referred to the higher performing provider. Existing 
customers will remain with their original provider; 

• the relatively poorly performing provider will lose 5% of their market share for that 
customer group in new referral levels at each review point; 

• if there are three prime contractors in a CPA, the shift will be from the lowest to the 
highest performing provider; and 

66 Ev 60 

67 Ev 78 

68 Department for Work and Pensions, The Work Programme Invitation to Tender: Specification and Supporting 
Information, November 2010, paras 3.19 – 3.20 
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• at regular points, prime contractors will be made aware of how they are performing 
against their competitor.69 

The Minister told us that the shift in market share will operate alongside and in addition to 
the minimum performance standards which prime contractors will also be bound by 
(discussed in chapter 5):  

If we are dissatisfied by the performance of a provider, we can shift market share 
away from them. If they have performed very badly, they will be in breach of 
contract. Within the mix, we have set minimum performance standards, so that 
effectively they cannot just sink down and cruise along at a very low level. They will 
be in breach of contract then and we will remove them.70 

58. From this it seems that DWP will have some discretion in applying the market share 
switch if it is “dissatisfied” with a provider’s performance. However, it appears from the full 
Invitation to Tender document that the shift in market share will occur whenever there is a 
3% difference in performance between prime contractors in any customer group; the 
Invitation to Tender does not suggest that there will be any discretion applied by DWP.71  

59. Alan Cave explained DWP’s thinking behind having more than one prime contractor 
operating in each contract package area: 

[...] we just believe that the potential value-for-money loss of having duplicate 
infrastructure will be more than outweighed by the competitive tension involved in 
having primes always competing for business, always needing to do better than the 
organisation alongside them.72 

Some witnesses were unsure how effectively having two, or in some cases three, prime 
contractors in each CPA would drive up performance through competition. Laurie Russell 
from the Wise Group argued that in some cases a single provider in a CPA would be better. 
He referred to his experience in Scotland: 

I do not think it creates competition. I do not think it is the way to improve quality. I 
think there are other ways that you can improve the quality of prime contractors. I 
do not think there is any evidence from Flexible New Deal, certainly in the region 
that we work in, which is south Scotland, that having two providers creates a 
competition to improve quality.73 

60. Richard Johnson of Serco also felt that a single prime contractor per CPA had the 
potential to be more effective and that the number of prime contractors operating in a CPA 
was less important than the number of different subcontractors delivering services locally. 
He gave the example of Serco operating the Flexible New Deal in Manchester as a single 

69 Ibid., para 3.21 

70 Q 163 

71 Department for Work and Pensions, The Work Programme Invitation to Tender: Specification and Supporting 
Information, November 2010, paras 3.19 – 3.22 

72 Q 157 

73 Q 109 
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prime contractor coordinating local provision through a network of 40 different sub-
contractors: “I think the simplicity and the strength of that single contractor, as long as you 
have some distance between that contractor and the provision, and a diversity of provision, 
is the right way to go.” 74 Another issue arises in isolated rural areas where there may only 
be one subcontractor who will have to deal with two or more prime contractors. 

61. Sean Williams of G4S took a different view of competition: it could work to drive up 
standards as long as there was transparent performance information.75 Dave Simmonds 
suggested that “only time will tell” but that a comparative evaluation of the performance 
levels between CPAs with two and three prime contractors might be possible.76 During our 
visit to the USA, we met Professor Michael Wiseman, who commented favourably on the 
approach of including competition between providers in the design as this would be likely 
to encourage enhanced performance. He also supported the maintenance and publication 
of comparative performance data. 

62. The ability of DWP to shift market share could theoretically lead to one provider 
becoming dominant in a particular region. The Association of Learning Providers was 
concerned about the implications of the prime provider and competition model for 
consumer choice, and warned against:   

[...] the dangers of a drift into monopoly situations, whereby "mega-providers" 
monopolise welfare-to-work supply in any given contractual area. We believe this 
may lead to the limitation of choice by the customer and indeed DWP itself as it 
seeks to provide innovative and (primarily) effective provision across the piece.77  

63. The competition mechanisms in the Work Programme may have unintended 
consequences. For example, it is possible that a provider could be performing at a high 
level by national comparison, and yet automatically lose 5% of their market share of new 
referrals in a particular customer group if their competitor is performing at a level just 3% 
higher. The intention is that this threat of losing market share will incentivise prime 
contractors to outperform each other, therefore improving the experience for clients. 
However, the performance challenge for prime contractors is very demanding (see chapter 
5), and the loss of market share could have implications for the financial viability of a 
prime and its subcontractors.  

64. Stephen Evans of the London Development Agency emphasised that the market share 
shift will require careful management by DWP as part of its wider contract-management 
role: 

You need to be able to manage a market and understand what competition in the 
market looks like, how you shift that market share around, and how subcontractors 
and their chains are being managed as well. So I think you need more active contract 

74 Q 109  

75 Q 109 

76 Q 11 

77 Ev w61 
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management, but a different type of management from the one you needed under 
previous programmes.78 

65. Ultimately, the implications of the model remain unclear in terms of competition 
between prime contractors, and the financial stakes are very high. DWP will want to make 
sure that the model is sufficiently flexible to deal with any unintended consequences.  

66. We request that, in response to this report, the Government clarifies the extent to 
which discretion or flexibility may be applied when shifting market share from one 
prime contractor to another. We are concerned that prime contractors who are 
performing well relative to those in other contract package areas should not be 
penalised arbitrarily. The Government should also explain the rationale for setting the 
criterion for market share shift at 3% difference in performance level.  

67. We recommend that, within 18 months of the application of the first shift of market 
share between prime contractors, DWP undertake and publish a review of the impact 
on clients and prime contractors of the operation of this mechanism.  

68. In order to ensure that competition between prime contractors in contract package 
areas is effective in driving up performance, the Government must ensure that 
transparent performance data is publicly available. We recommend that the 
Government carry out and publish a comparative evaluation of the levels of 
performance between contract package areas with two and three prime contractors 
after the first year of operation of the Work Programme, and then at regular intervals. 

78 Q 8  
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4 Differential payments  

The outcome-based payment model 

69. The majority of the funding available to Work Programme prime contractors will only 
be paid to them as they achieve sustainable job outcomes for clients. DWP’s Invitation to 
Tender document describes the three payments which will be made to prime contractors:  

• The attachment fee is an upfront payment to assist prime contractors with the initial 
costs of setting up their provision and providing initial support to clients. This fee will 
be phased out over the first three years of the five year contracts.  

• The job outcome fee is paid once a provider has secured employment for a client. As 
described later in this chapter, the fee will vary, depending on the client’s customer 
group. DWP will set a maximum fee for each group, and from year three of the 
contract the job outcome fee for each client group will fall.  

• The sustainment fee is paid for keeping a customer in employment. Again, the fee level 
will vary according to the client’s customer group. These fees will be fixed for the 
duration of the contracts.79 

70. Prime contractors will also receive an incentive bonus, which is payable if they deliver 
outcomes for participants that are 30% higher than DWP’s non-intervention performance 
level. This is DWP’s estimate of the percentage of clients within a specific cohort who 
would be expected to find sustainable employment without support from the Work 
Programme.80 

71. The payment structure described above will apply to all customers. However, the level 
of payments made will vary between customer groups, based on the benefit they are 
receiving when they enter the programme, which is deemed to reflect the barriers they face 
to work.  

72. The aim of differentiating payments by customer group is to compensate and 
incentivise prime contractors for the increased difficulty of placing some groups in 
employment. The maximum differential payments for each customer group were set out in 
the Invitation to Tender document, with job outcome fees varying from £1,200 for 
customers claiming JSA to £3,500 for those coming off Incapacity Benefits (IB).81 Once 
attachment fees and sustainment fees are taken into account the maximum fee a provider 
can attract for an individual client ranges from £4,050 for a JSA claimant aged 18-24 to 
£13,120 for an ex-Incapacity Benefit claimant in the Work Related Activity Group.82  The 

 
79 Department for Work and Pensions, The Work Programme Invitation to Tender: Specification and Supporting 

Information, December 2010. 

80 Ibid. 

81 The Department for Work and Pensions, The Work Programme Invitation to Tender: Specification and Supporting 
Information, December 2010 

82 Inclusion, “Can The Work Programme Succeed?”, Working Brief, Issue 220, February 2011 
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different client groups will be eligible to join the Work Programme after different periods 
on benefit, as set out in the following table:83  

Customer group Time of referral Basis for referral 

JSA customers aged 18 to 24 From nine months Mandatory 

JSA customers aged 25 and over From 12 months Mandatory 

JSA – Early Access customers facing 
significant disadvantage (e.g. young 
people with significant barriers, NEETs*, 
ex-offenders) 

From three months Mandatory or voluntary
depending on 
circumstance 

JSA customers who have recently moved 
from Incapacity Benefit 

From three months Mandatory 

All ESA customers including contribution 
based, Work Related Activity Group 
customers unlikely to be fit for work in 
the short term and Support Group 
customers 

At any time Voluntary 

Employment Support Allowance flow 
(income related) customers who are 
placed in the Work Related Activity Group 
and Support Group 

At any time
 
When customers are 
expected to be fit for work 
in three months 

Mandatory or voluntary 
depending on 
circumstance 

Ex-Incapacity Benefit ESA (income related) 
customers who are placed in the Work 
Related Activity Group and Support Group 
(who have recently moved from Incapacity 
Benefit) 

At any time
 
When customers are 
expected to be fit for work 
in three months 

Mandatory or voluntary 
depending on 
circumstance 

Incapacity Benefit customers (England 
only) yet to have a Work Capability 
Assessment 

At any time Voluntary 

*Not in employment, education or training 
 

Definition of job outcomes under the Universal Credit 

73. We asked the Minister what criteria would be used to define a job outcome under the 
Work Programme once the Universal Credit system is introduced. Under the existing 
system, individuals cannot claim Income Support or income–based JSA work if they work 
16 or more hours a week. However, this rule would no longer apply following the 
introduction of Universal Credit. Mark Fisher, Jobseekers and Skills Director, DWP, told 
us that the Department was still working through how Universal Credit will affect the 
Work Programme model, and that the existing rule that jobs over 16 hours a week qualify 
as a job outcome “may or may not have to be changed”.84 The Minister clarified that a part-
time job would qualify as long as it was a “genuine part-time job that lifts somebody out of 

 
83 Department for Work and Pensions, The Work Programme Invitation to Tender: Specification and Supporting 

Information, November 2010, para. 2.05 
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basic JSA provision”. However, he also stated that “we do not envisage a four- or 
five-hour-week job being a satisfactory job outcome”.85  

74. We welcome the Government’s emphasis on payment by results and particularly the 
introduction of a sustainment fee. Universal Credit is to be introduced commencing in 
2013 and the Department was not yet able to define what would constitute a job 
outcome under the new benefit system. We recommend that the Government indicate 
as soon as possible how a job outcome under the Work Programme will be defined once 
Universal Credit is introduced. This information will be fundamental to prime 
contractors who are in the process of planning their delivery of the programme.   

Incentives to support all customer groups  

75. Our predecessors’ 2010 report on contracted employment programmes highlighted the 
risk that, under a payment by results model, prime contractors might focus their provision 
on clients who are considered easier to place in work, at the expense of clients who face 
greater barriers to work. This is known as “creaming and parking”. The Committee warned 
that prime contractors might seek to maximise their profit by focusing on customers who 
would earn them outcome payments, while spending as little as possible on customers who 
would not. The report recommended that DWP find ways to incentivise contractors to 
work with all clients.86 We welcome the fact that the Government has responded to this 
with significant incentivisation payments in the Work Programme.  

76. We were very keen to explore the extent to which the Work Programme model was 
likely to address the risk of creaming and parking. It is firstly worth noting that, while the 
differences in outcome and sustainment payments for the harder-to-reach groups appear 
significant (£13,120 compared to £4,050), this must be considered against the strong 
likelihood that prime contractors will achieve low outcome rates for the more difficult 
groups. It is also important to consider the average amounts that may be available to 
support each participant in a client group, bearing in mind that many will not be successful 
in finding work and will not therefore attract any outcome payments. Richard Johnson 
from Serco Welfare To Work, believed that the funding per individual participant would 
actually be lower for the harder to help client groups:    

In effect what is being paid [...] for each individual on Jobseeker’s Allowance, is 
around £1,200. For each individual coming from IB on to JSA it is a little bit less than 
that, because the total amount that is payable—three times the amount—is only paid 
for the outcomes and you are going to achieve a much lower level of outcome rate for 
that client group.87   

77. Prime contractors who gave oral evidence all broadly agreed that it was not yet possible 
to say whether the price differentials accurately reflected the difficulties and costs of finding 

85  Q 226 

86 Work and Pensions Committee, Fourth report of Session 2009-10, Management and administration of contracted 
employment programmes, HC 101.  
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work for different client groups. They argued that the Government would need to monitor 
the programme and adjust the differential payments as the Programme  progressed.88 Sean 
Williams from G4S Welfare to Work told us:  

In the absence of having really worked with these customer groups before, it is very 
difficult to say whether it is the right price or not. At the moment it looks like a good 
starting price, but we have to look at this again through open accounting and 
dialogue going forward. If we have got that too high or too low, you will need to 
readjust it.89   

78. Subcontractors believed that the differential payments did not sufficiently reflect the 
needs of the different client groups. Caroline Taunt from the Prince’s Trust argued that the 
financial incentives were not sufficient to support harder-to-reach groups:  

It is even more expensive, obviously, to be engaging those who are coming off IB or 
the group that has now been included [...]—those who are still on IB. My feeling 
would be that there is not enough differential taken into account but that there is 
some through the programme. I think very few organisations will be confident of 
supporting those most-hard-to-reach groups.90 

Witnesses also drew attention to the variations in the needs of different claimants within 
each client group. Christopher Knee from St Loye’s Foundation argued that this might 
result in some parking of participants:   

Within each of these [client] cohorts or within each of these groups there will be 
people, no matter what benefit they come from, who are very difficult to support. A 
payment by results in that environment does encourage a concentration on those 
who will move into work more quickly, will trigger a payment, to the disadvantage of 
those who are the harder-to-help. That is one of the big downsides of the payment-
by-results model.91 

79. Jonny Boux from Community Links believed that the differential payments model did 
not sufficiently reflect the range of needs of individuals within each of the eight categories, 
particularly in relation to young people on JSA: 

We have a very strong view that differential payment should be based on need, and 
not just benefits. [...] We deal with large numbers of people who are homeless or at 
risk of homelessness, and they have multiple barriers that prevent them from gaining 
employment. The pricing structure at the moment does not reflect the differing need 
of the huge range of people you find on JSA.92 

80. We sought evidence on whether alternative models might have offered a more effective 
solution to the risk of creaming and parking. Professor Finn described the categorisation of 
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clients groups under the Work Programme model as “rough and ready” and said that “one 
of the difficulties with the benefit eligibility being the starting point for your assessment of 
what a person needs to get back into work is: what happens when somebody’s 
circumstances change”. He pointed to the Australian model, the Job Seeker Classification 
Instrument, “which tries to take into account a wider range of factors in identifying the 
nature of the barriers that people have”.93 Reed in Partnership endorsed this system, 
whereby appropriate payments were calculated using a statistical system and based on 
clients’ answers to 20 questions.94  

81. In chapter 2 of this report we noted that the Coalition Government cancelled the 
previous Government’s plans to pilot Personalised Employment Programmes (PEPs), 
which would have used an escalator model of payments to providers. This model would 
have sought to incentivise prime contractors by paying them increasingly large payments 
for each participant that they successfully placed in work. The PEP pilots may have 
provided a useful indication of the effectiveness of the escalator model.  

82. The Minister defended the choice of the differential payment model, stating DWP 
“needed to find something that was simple to administer that was likely to be reasonably 
reflective”. He explained that DWP had undertaken modelling with KPMG, and that the 
differential payments were based on the likely success rates for each group. He believed 
that the differential levels of payments would provide incentives for prime contractors to 
work with each group. The Minister also acknowledged the concern that there would be 
variations within each client group: 

It was out of a desire to create something that was simple, easy to understand, where 
there was no scope for debate and discussion. [...] There will be variations within 
each group. That is inevitable but, we think, as a broad average it gives the providers 
a sensible basis to work with.95  

83. The differential payments model under the Work Programme has been designed to 
incentivise prime contractors to support all client groups, including those facing the 
greatest barriers to work. We welcome this and believe that it represents an 
improvement on previous employment programmes. We acknowledge that lessons 
have been learned and a determined effort has been made to reduce creaming and 
parking. However, the risk remains that providers will focus on the clients they assess as 
being easier to help within each of the different customer groups and that creaming and 
parking of participants who face significant barriers to work could still occur. This 
payment model is not the only incentivisation scheme available and its effectiveness in 
addressing creaming and parking will only become clear once the programme has been 
running for some time. We recommend that the Government keep the payment model 
under review and assess the outcomes for participants within and between each client 
group.  
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84. To inform the Government’s assessment of the effectiveness of the Work 
Programme for all client groups, we reiterate our recommendation that it commission 
a full evaluation of the programme, to be conducted by an independent external 
organisation and carried out on a regular basis.  

 
Sustainment fees and wage progression for participants 

85. The experience of Wisconsin Works (W-2), which we heard about during our visit to 
the United States, highlights the importance of retaining a focus on participants once they 
have gained a job through an employment programme. The Institute for Research on 
Poverty at the University of Wisconsin published research into the experiences of  
participants during the six-year period after they completed the W-2 employment 
programme.  It found that, during this period, only 2% of W-2 participants went on to 
receive continuous substantial earnings through employment; 9% experienced increasing 
earnings; and a further 11% had a mixed but ultimately positive outcome. This meant that 
only around 20% of participants on the programme had a positive experience. The 
remaining 80% had a negative outcome, such as continuous low earnings, or unstable 
earnings,96 although it was suggested to us that the population on the programme had no 
prospects prior to being on the programme and hence 20% with a positive outcome could 
be seen as success.  

86. The Work Programme’s sustainment fee has been designed to incentivise prime 
contractors to help participants remain in sustainable employment for a period of between 
19 and 28 months, depending on their customer group.  

87. We welcome the Work Programme’s focus on longer-term sustained employment, 
which represents an improvement on previous contracted employment programmes. 
However, it is important that the support participants receive to sustain employment 
while they are on the Work Programme equips them to remain in work and increase 
their earnings once they are no longer part of the programme. The Government should 
ensure that transparent mechanisms exist to track long-term outcomes from the Work 
Programme in relation to sustained employment and wage levels of participants.   

Regional variation 

88. A number of witnesses argued that the differential payment model should reflect the 
needs of participants in different regions and the variations in the labour market within 
and between different areas. Witnesses also emphasised that the model does not reflect the 
different needs of participants in urban and rural areas.97  

89. Stephen Houghton, Leader of Barnsley Metropolitan Borough Council, called for the 
differential payments model to reflect regional variations: 

96 Chi-Fang Wu, Maria Cancian and Daniel R. Meyer, “Standing Still or Moving up? Evidence from Wisconsin on the 
Long-Term Employment and Earnings of TANF Participants”, Social Work Research, volume 32 number 2, June 2008.  

97  For example, Ev w4 Remploy, Ev w11 Dorset County Council, Ev w13 Reed in Partnership, Ev w34 CBI, Ev w48 A4e, Ev 
w57 Working Links and Ev 77 Wise Group. 
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We could get huge disparities in that you may well have some success in Leeds, for 
example, because there are employment opportunities and we are getting 
unemployed people back to work there, but other parts of the region, where there 
aren't the jobs, will get ignored. [...] We need to have a payment structure place by 
place and give some incentives to work in those harder, workless areas.98 

90. Dorset County Council and Reed in Partnership both called for a rural premium on 
payments. Eighty per cent of respondents to a poll of Employment Related Services 
Association (ERSA) members also favoured differential pricing with a local labour market 
element.99  RNID emphasised that, if the Work Programme was to make a difference in the 
parts of the country where the decline of traditional industry has resulted in high rates of 
Incapacity Benefit claimants, “local labour market conditions must form a part of the 
calculation of differential payments”.100 

91. The Minister explained that DWP had not sought to introduce a regional element to 
the differential payments because of the complexity this would create: “If we had sought to 
create a differential payment structure region by region, it would have created a system that 
was so complicated it would have been very difficult to manage.”101Alan Cave, Delivery 
Director at DWP, also argued that the model reflected regional differences by enabling 
price competition between prime contractors bidding on the job outcome fees in each 
region. Prime contractors can bid to provide job outcomes at a cheaper rate than the 
payment levels indicated by DWP, meaning that they would bid at a lower price for regions 
where they felt it would be easier to place people in jobs.102  DWP therefore believes that 
the extent to which prime contractors discount their bids will reflect regional need

92. However, this mechanism does not help to prevent the possibility that clients may be 
neglected by prime contractors on an intra-regional level. For example, within a contract 
package area, there is a risk that a provider might offer a comprehensive service in an 
urban area but that clients in a remote rural area might experience a poorer level of 
provision. Alternatively, providers may concentrate on the part of the region where the 
labour market is more buoyant, rather than an area still suffering the effects of de-
industrialisation. Prime contractors will also need to ensure that the training and support 
they deliver complements the specific labour market in a local area, and that they are able 
to consider a range of interventions that are designed to reflect regional differences. Prime 
contractors may find that offering this range of personalised support is easier in some parts 
of a region than in others.  

93. The Minister told us that a prime contractor would use its network of subcontractors to 
ensure that participants in all parts of a region would all receive adequate provision 
through the Work Programme. He also gave an assurance that DWP would not award 
contracts to prime contractors that neglected parts of their region.  

98 Q 88 
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In the supply chains of organisations we are looking to assemble, what I want to see 
is a mix of the specialist organisations—those who specialise in the blind, those 
people with mental health problems or whatever—combined with those people who 
offer a geographic spread. [...] We are not going to be giving contracts to people who 
just do Birmingham and ignore the rest of the West Midlands.103   

94. The Government should monitor the comprehensiveness of a prime contractor’s 
service in all localities within their contract package area and explain how it plans to 
assess whether the quality of provision is consistent across all local areas. 

95. We are concerned that the needs of many Work Programme participants should 
not be neglected because prime contractors are not providing the same level of service 
across their contract package areas and that the payment model and performance 
management mechanisms should be sufficient to ensure consistency of provision.  We 
are particularly concerned that participants in rural or remote areas and areas where 
job opportunities are few should not be neglected. We recommend that the 
Government monitors closely the regional and intra-regional delivery of the 
programme, and acts to ensure that any disparities in service delivery are resolved 
through its contract management mechanisms. If the reality of the programme exposes 
significant regional and intra-regional differences in provision, the Government should 
consider how the differential payments model might evolve in order to address this 
problem.   
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5 Managing performance of prime 
contractors  

Minimum performance levels  

96. Through the black box model, described in chapter 2, the Work Programme transfers a 
significant degree of flexibility to prime contractors in terms of how they deliver support to 
participants. The programme also aims to use financial incentives to ensure that prime 
contractors focus on clients that face the greatest barriers to work. In this context, we were 
keen to explore whether the Government had struck the right balance between the creation 
of incentives and flexibility for prime contractors and the need for robust performance 
management.  

97. According to DWP’s Invitation to Tender, prime contractors will be required to meet 
minimum performance standards for three of the eight client groups:  

• JSA customers aged 18-24 

• JSA customers aged 25 and over 

• ESA (income related) customers in the Work Related Activity Group (those fit for work 
within three months). 104 

98. Prime contractors must achieve job entry rates higher than 10% above the non-
intervention performance level—ie, the Government’s estimate of how the client group 
would have been expected to fare without support from the Work Programme. The 
Invitation to Tender states that these levels have been established based on analysis of 
historical job entry rates, although the details of this analysis have not been published.105 
The non-intervention performance profiles outlined in the Invitation to Tender are: 

 

Jobs / Referrals Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 
JSA 18 to 24 5% 30% 40% 40% 40% 30% 10% 
JSA 25 and over 5% 25% 30% 30% 30% 25% 5% 
ESA Flow 5% 15% 15% 15% 15% 10% 5% 

 

99. There was consensus among witnesses that the minimum performance levels were very 
demanding. Rob Murdoch from ERSA said that the organisation’s members would agree 
that the levels were “very, very challenging” and called for transparency about how these 
levels had been decided by DWP. 

 
104 DWP, The Work Programme Invitation to Tender: Specification and Supporting Information, December 2010. 

105 ibid. 
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100. Dave Simmonds of the Centre for Economic and Social Inclusion (Inclusion) also 
believed that DWP was expecting exceptionally high levels of performance from prime 
contractors:  

Basically, the minimum performance standard that is being expected is set at a level 
that is essentially the highest level of performance that the New Deal for Young 
People and the New Deal for those who are 25-plus ever reached, even at the height 
of the boom earlier in the 2000s. As such, the performance challenge is very severe 
indeed.106 

Inclusion’s financial modelling on the operation of the Work Programme concluded that 
prime contractors would not be profitable if they operated at or below the minimum 
performance levels.107 They compared the Work Programme expectations with New Deal 
outcomes, and reported that: 

• Job entry rates for the New Deal for Young People (NDYP, for 18 to 24-year-olds) were 
consistently below the minimum expectation for the Work Programme from 2004 to 
2009. From 1999 to 2004, NDYP job entry rates were above the minimum expectation 
for the Work Programme. 

• The New Deal for 25+ achieved job entry rates consistent with the Work Programme 
minimum expectation between 2003 and 2006, but not between 2006 and 2009.108  

101. However, it should be noted that New Deal outcome measures cannot be directly 
compared with those expected under the Work Programme. Firstly, the New Deal 
measured job starts whereas Work Programme outcomes will be based on clients 
completing six months of employment. Secondly, clients will engage with the Work 
Programme for two years, as opposed to one year on the Flexible New Deal.  

102. In addition to setting high minimum performance levels, the Invitation to Tender 
indicates that the attachment fees paid to prime contractors will reduce over the first three 
years of the contract and will not be paid from April 2014. Also, from the third year of the 
contracts, job outcome fees will reduce for customers in three of the payment groups.109 

This arguably creates a further challenge for prime contractors, who will need to increase 
their outcome rates to achieve the same payment levels they received in previous years, and 
will also become increasingly dependent on the longer-term outcome payments (although 
this will help to improve the long term prospects for claimants).  

103. The Association of Learning Providers pointed out that “it is acknowledged that the 
financial risks of the Work Programme are already inherently much greater than any such 
programme that has gone before”.110  Lifelong Learning UK believed that a likely outcome 
of the payment by results model would be that some organisations, including prime 
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contractors, might leave the programme, either voluntarily or because of an inability to 
stay financially viable.111 In Wisconsin and New York we were told that there were 
questions around whether sufficient organisations were interested in becoming prime 
contractors for employment programmes, and whether more could be done to attract new 
providers. If the Work Programme minimum standards prove to be as demanding as 
witnesses told us, it might be difficult to find new prime contractors in the future.  

104. The performance standards set for the Work Programme are very ambitious and 
create a significant financial and operational challenge for prime contractors. We are 
concerned that the high level at which minimum performance levels have been set  
should not put the financial viability of prime contractors at risk. This in turn might 
lead to some clients receiving lower quality support and to significant costs to the 
Government in responding to service failures. 

105. The Government needs to clarify how the non-intervention performance levels 
have been calculated. It should also explain whether it is prepared to amend them in 
response to significant changes in unemployment rates or labour market conditions. 
We request that it does so in response to this report.  

106. We recommend that the Government monitor closely the performance and 
financial stability of prime contractors and put contingency arrangements in place to 
ensure the continuity of high-quality provision for clients. In particular, we request 
that the Government sets out, in response to this report, the arrangements for 
replacing a prime contractor which withdraws from the Work Programme during the 
contract period with another framework provider.  

Key performance indicators 

107. In addition to minimum performance levels for the three specified client groups, 
prime contractors will be required to provide a summary of the minimum service they will 
offer to Work Programme participants in all eight of the client groups.  

108. The minimum service levels will be translated into a small number of key 
performance indicators within each contract and will be explained to customers at the 
point they start the programme. These indicators will be made public so that customers 
and their representatives will be able to judge whether prime contractors are delivering 
what they have promised. DWP may treat it as a breach of contract if prime contractors fail 
to deliver these minimum service levels.112 

109. The Minister explained that the Government had not set minimum performance 
levels for the other five categories because these client groups represented “unknown 

111 Ev w31 
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territory” for the programme.113 However, DWP would publish details of the key 
performance indicators.114   

110. The key performance indicators are an important mechanism for ensuring that 
participants in the Work Programme understand the level of service to which they are 
entitled and that prime contractors do not neglect any groups of clients. We welcome 
the Minister’s commitment to publish the details of the key performance indicators for 
each client group. It will be just as important for the Government to hold prime 
contractors robustly to account against these measures as the minimum standard 
levels.  

Financial returns for prime contractors  

111. The demanding minimum standards of the programme need to be considered against 
the potential for prime contractors to profit from delivering successful outcomes for 
participants. The Minister explained that the differential payments model was designed to 
incentivise prime contractors to focus on clients who face greater barriers to work, such as 
former Incapacity Benefit claimants. He told us: “What we have tried to do is create a 
situation where our interests and the interests of providers are really aligned. They can 
make shed-loads of money by doing the things we would absolutely love them to do.”115   

112. Some witnesses expressed concerns that Work Programme prime contractors may 
profit excessively from the services they provide. The RNIB suggested that the programme 
should be reviewed after a year in order to ensure that prime contractors were not making 
excessive profits or taking risks that imperilled the whole programme.116 The Public and 
Commercial Service Union said it did not believe there was “any room for profit-making 
by the private sector in providing essential services to the most vulnerable in our 
society”.117  

113. The Confederation of British Industry (CBI) called for a “learning phase” at the start 
of the programme, with DWP and prime contractors agreeing that savings delivered would 
then be adjusted so that prime contractors did not make excessive profits. The CBI has also 
proposed profit caps to underpin this approach.118  

114. Dave Simmonds believed that is was unlikely that a provider would be able to profit 
excessively from the programme, but that DWP should act to prevent excessive profit 
where it arises: 

From our reading and the modelling of the payment structure, a provider would 
have to have a level of performance that far outstrips any expectations that anybody 
has got at the moment, to make excessive profits. They would have to be doing 
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something and achieving a level of performance that is unheard of. However, let's 
hope that actually happens, in which case obviously there should be a mechanism, in 
our view, to make sure that DWP is regulating sufficiently to stop excessive profits 
being taken.119 

The Minister also argued that the performance levels have been set at a level that guarded 
against prime contractors profiting excessively, and noted that payments would be funded 
through benefit savings:  

By setting a minimum performance standard, which is 33% for the conventional 
adult jobseeker, the provider has to achieve above that level, which is higher than the 
performance of previous programmes, before they are even not in breach of contract. 
[...] the only way you can make very substantial profits is to do really well at getting 
people into work and keeping them there. Clearly if that happens, it is generating 
more and more savings.120 

115. Prime contractors will only be able to achieve high levels of profit if they deliver 
exceptionally high performance, which in turn will result in significant savings in social 
security payments. The only scenario in which prime contractors could make significant 
profits through a lower level of performance would be if macro-economic conditions 
proved to be much better than expected, with low levels of unemployment and a healthy 
labour market, where it was easier for prime contractors to place clients in work. It is 
therefore important for DWP to consider carefully our recommendation around how non-
intervention performance levels will adapt to reflect changing unemployment rates and 
labour market conditions.   

116. Given the demanding minimum standards set by DWP, we believe that it is 
unlikely that a provider will profit excessively from the Work Programme in the 
current labour market and economic conditions. Since the programme transfers very 
significant financial and delivery risks to prime contractors, it is acceptable to allow 
them to make a profit where they have delivered exceptional outcomes for jobseekers 
and significant savings in social security payments for the Government. We do not 
believe that payments to providers should be capped in the current economic 
conditions but they should be kept under review to ensure that prime contractors do 
not make excessive profits from the Work Programme if circumstances change.  

Contract monitoring and variation  

117. As we have mentioned throughout this report, the success of the Work Programme 
will depend in large part on how effectively DWP monitors and adjusts the delivery of the 
programme in response to the realities of implementation. Given the risks and uncertainty 
involved in implementing a programme of this scale, the Department and Work 
Programme prime contractors will need effective and timely data in order to plan ahead 
and adapt the programme to reflect the reality of its delivery.  
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118. During our visit to the United States, we discussed the issue of contract monitoring 
with prime contractors, subcontractors and government officials in Wisconsin and New 
York. These conversations highlighted the fundamental importance of collecting and 
sharing immediate data on customer flows and outcomes for participants. In New York 
contracts were based on a payment-by-results model that is closer to the Work Programme 
than the system in Wisconsin. The New York City monitoring and accountability system 
used a tool called Vendorstat, which collected and collated data on a range of performance 
measures. Prime contractors were called to regular meetings to account for their 
performance against the data collated via this tool.    

119. The Work Programme Invitation to Tender explained that contracts would need to be 
sufficiently flexible to respond to changes that might occur during their lifetime as a result 
of variations in funding performance trends, or policy. Potential changes fell into two 
broad categories: 

• those necessitated by economic change or by change in anticipated volumes; and 

• those arising from known or likely policy change. 

120. Reed in Partnership supported the need for a mechanism to alter contracts in relation 
to payment levels: 

By setting the price for two years, the Department will be able to gather evidence on 
the true cost. A provision should then be included in contracts that providers agree 
to vary the price of outcomes after this time if the initial assumptions are shown to be 
too high or low.121  

121. The Minister set out the circumstances in which DWP might operate a contract 
variation: 

If there was a very substantial change in the labour market, one way or the other, 
frankly, that is the kind of circumstance in which we might need to revisit some of 
the assumptions. Clearly we are working to the OBR [Office for Budget 
Responsibility] recommendations and forecasts for the next four years. Those have 
been available to providers to make their assessments. If there was some massive 
economic hiccup, inevitably that is the kind of circumstance in which one might 
reopen discussion, but it is not something we would do lightly.122 

The precise mechanism for determining a change to the terms in contracts is unclear from 
the Invitation to Tender. However, it implies that any contract variations would be decided 
upon by DWP.  

122. The Work Programme needs to be sufficiently flexible to adapt to the realities of 
delivery and the economic climate and the Government will need to use its contract 
variation powers carefully to ensure that the Work Programme caters for all client 
groups. However, it must engage with prime contractors responsibly. Decisions about 
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when to exercise its power to vary contracts should be based on robust and transparent 
data. We request that, in response to this report, the Government provides us with 
more information on the mechanisms it will use to collect and collate performance 
data.  
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6 Managing the supply chain 

The flow of funds to subcontractors 

123. A number of witnesses highlighted the need to ensure that upfront payments are 
passed on from prime contractors to their supply chain partners, particularly since the 
latter are likely to be smaller organisations working with customers with significant 
barriers to work and for whom outcome payments may only be realised after a long and 
costly period of investment.  

124. St Loye’s Foundation commented that the outcome-based payment model would 
increase the risk and cash flow pressures on prime contractors. They argued that they 
might shift this risk down the supply chain to subcontractors or penalise subcontractors for 
the cost of providing cash up front or insurance against risk through the terms they 
offer.123 These smaller subcontractors will also face a risk that their prime contractor’s 
business model will fail, which Dorset County Council noted “is likely to result in financial 
failure of supply chain organisations”.124  

 

125. RNID described the implications of the payment model for smaller, specialist 
organisations, and  called on prime contractors to support subcontractors: 

Many specialist organisations cannot afford the levels of financial risk associated 
with payments that may not be secured for up to two years after engaging with a 
client, with many organisations needing to balance the books on a monthly basis. In 
these situations, we would expect the prime providers to facilitate the work of smaller 
subcontractors through the use of start-up funding or in a system of payments that 
ensure the continued viability of subcontractors’ work.125 

The Royal British Legion agreed, arguing that “For many niche market, specialist support 
providers the ability to wait for payment, however enhanced this may be, for services which 
could be intense and require long delivery periods is not an option.”126 

126. Community Links believed that prime contractors should pay their subcontractors a 
large percentage, if not the entire amount, of the upfront attachment fees they receive from 
DWP for Work Programme participants, so that these smaller voluntary organisations 
could deliver support immediately and effectively.127  

127. Several witnesses estimated the extent to which upfront attachment fees from DWP 
would be passed down the supply chain. St Loye’s Foundation expected subcontractors to 
have to accept a charge from prime contractors of around 50% of the gross payment made 
by DWP to the prime contractor. The Association of Colleges similarly commented on a 
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“managing agent top-slice of 30% not being unusual”128 and Jonny Boux from Community 
Links estimated 20% to 25% of upfront fees would be retained by the prime contractors.129  

128. Sean Williams from the prime contractor G4S Welfare to Work, said that the amount 
of attachment fee passed on to subcontractors would depend on the size of the 
subcontractor and the service they deliver. He said that his organisation passed through 
100% of the attachment fee for smaller charities.130   

129. We welcome in principle the increased emphasis that the Work Programme model 
places on outcome-based payments. However, we acknowledge witnesses’ concerns 
about the risk to the financial viability of smaller, specialist subcontractors if prime 
contractors do not pass on sufficient upfront funding. DWP should be proactive in 
reminding prime contractors that a key aspect of their role in the Work Programme is 
to bear financial risk, rather than passing it on to subcontractors unfairly or 
disproportionately. The structure of prime contractors’ payments to subcontractors 
should reflect this and, in managing its contracts with prime contractors, DWP must 
act to ensure that this is the case.  

Managing relationships between prime contractors and 
subcontractors   

130. The Work Programme will be dependent on a network of specialist and local 
community organisations to deliver services across each of the programme’s regions. The 
relationships between prime contractors and their subcontractors will therefore be critical 
in the delivery of consistent and high-quality services for clients. Prime contractors will 
need contractual levers to ensure that their subcontractors are performing adequately, and 
subcontractors will need protection to ensure that they are being treated fairly and that 
prime contractors are acting within the terms of their contractual agreements.  

131. The relationship between a prime contractor and its supply chain partners will be 
governed by the DWP Merlin Standard, which is a set of principles outlining how 
relationships between members of the supply chain should function in the provision of 
welfare to work services. A two-year pilot of Merlin began at the end of 2009.   

132. The Department has restated its commitment to the Merlin Standard, and has 
undertaken to ensure that all prime contractors complete the independent Merlin 
Accreditation process and that smaller organisations are treated fairly. Prime contractors 
will have to name all their key subcontractors and partners at the tendering stage, and a 
letter of intent from them explaining the terms of their agreement will form part of the 
contract.131  

128 Ev w50 
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133. Some witnesses were broadly supportive of the potential effectiveness of Merlin. 
Working Links felt it should be sufficient “to ensure that the relationship between prime 
contractors and subcontractors is fair”.132 The CBI believed that the standard was “an 
adequate safeguard to ensure partnerships are conducted in the right spirit and are long 
lasting”.133 

134. However, other witnesses were concerned about the strength of Merlin and the extent 
of DWP’s active oversight of supplier relationships. Christopher Knee from St Loye’s 
Foundation did not believe that the Merlin Standard was specific enough, describing it as 
“a statement of good intentions” and “motherhood and apple pie”.134 Other subcontractors 
said that, while they welcomed the standard, it was too early to say whether it would be 
effective.135 Sean Williams from the prime contractor G4S Welfare to Work said it was “no 
replacement for a proper contractual relationship between organisations”.136  

135. The RNIB, a member of the Merlin Advisory Group, expressed concerns that “the 
language used in Merlin is very subjective; there has been an avoidance of floor standards” 
and that “whilst sanctions are there for primes who transgress the standard, uncertainty 
remains over the ability of a sub-contractor to obtain adequate redress”.137 ERSA and the 
Association of Chief Executives of Voluntary Organisations both believed that the Merlin 
Standard still needed to develop sufficient “teeth”.138   

136. The Minister disagreed that it was necessary to strengthen the standard: “As a bottom 
line, the Merlin Standard enables us to terminate the contract with the prime contractor.  I 
am not quite sure how many more teeth than that you can have”.139 

137. DWP plans to establish a mediation service by June 2011 for instances where supply 
chain partners believe that prime contractors have not acted properly and where such a 
dispute cannot be resolved through direct dialogue. The Merlin Standard website states 
that prime contractors holding the Merlin Standard have agreed to accept any directive 
made by the Mediation Service, and that failure to do so may result in their Merlin status 
being revoked.140 It is not yet clear, however, whether the Merlin Standard allows DWP to 
terminate a contract with a prime contractor.  

138. Some witnesses called for an independent body to arbitrate disputes between prime 
contractors and subcontractors. The RNIB suggested that the operation of the Merlin 
standard might be independently monitored by a group that includes customer 
representation and which could comment on the Department's role in commissioning.141 
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Barnardo’s also recommended independent oversight of supply chain management to 
ensure that all subcontractors are fairly treated according to their agreements with prime 
contractors.142  

139. We welcome the creation of the Merlin Standard as a significant step in helping to 
promote fairness in the supply chain. However, we share the concerns of some 
witnesses that it still lacks sufficient “teeth”. We recommend that DWP establishes 
robust sanctioning arrangements and takes steps to make the Merlin compliance 
measures more precise and objective. DWP must also demonstrate how the arbitration 
process will be truly independent and impartial.  

140. We explored the extent to which prime contractors would be able to deal with poor 
performance among their subcontractors. This issue was raised during our visit to New 
York and Wisconsin, where we were told about the importance of prime contractors being 
able to manage the performance of their supply chain effectively, and, where necessary, 
remove subcontractors that were not delivering an adequate service. The Minister 
summarised the Government’s intentions in this respect:  

There is no way we would stop a prime contractor sacking a subcontractor if there 
was a clear performance issue. There have been tales in the past of bids coming in 
with nice supply chains attached to them, and the next day the whole supply chain 
gets sacked. That is clearly not acceptable; that would be a breach of contract, and the 
prime contractor that did that would be out on their ear. Equally, if we discovered 
that a prime contractor was just not paying a subcontractor, for example, again we 
would seek to intervene, but, if somebody is not performing, then somebody is not 
performing.143 

141. The success of the Work Programme will depend on effective relationships 
between prime contractors and their networks of subcontractors. Contracting 
arrangements will need to be framed so as to ensure not only that subcontractors are 
fairly managed, but also that prime contractors are able to hold subcontractors to 
account for poor performance and, where necessary, terminate agreements with 
subcontractors who are not performing to agreed standards. We request further details 
from the Government, in response to this report, on how contracts will support prime 
contractors in managing poor performance among subcontractors.   
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7 Client flows 

Eligibility for the Work Programme 

142. As outlined in chapter 1, the Work Programme will be mandatory for income-related 
Jobseeker’s Allowance (JSA) and Employment and Support Allowance (ESA) claimants 
(both income and contribution-based). Customers will be divided into eight groups 
according to their benefit type and other factors such as age and barriers to work (for JSA 
customers) and assessed fitness for work (for ESA customers).  

143. ESA replaced Incapacity Benefits (IB) for new claimants following the Welfare Reform 
Act 2007. A new medical assessment, the Work Capability Assessment (WCA), was 
introduced for new ESA claimants.  The outcome of the WCA categorises claimants into 
three groups:  those unable to work due to ill-health, who then go into the ESA Support 
Group; those who, with help, could work in the future, who go into the ESA Work Related 
Activity Group (WRAG); and those capable of work now who are moved on to Jobseeker’s 
Allowance and then become eligible for the Work Programme.  

144. From April 2011, all existing IB claimants will undergo this assessment as part of the 
next stage of the ESA migration, which is to be completed by 2014.144 The Work 
Programme will therefore provide employment support to a large number of ex-IB 
claimants, many of whom will have been on IB for some time and may never have received 
help to find work before. We discuss some of the potential implications of this later in this 
chapter.  

145. There is also likely to be a large influx of lone parents joining the Work Programme, 
partly due to changes in eligibility for Income Support. From October 2011, subject to the 
passage of the Welfare Reform Bill, lone parents with a youngest child aged over five will 
no longer be eligible for Income Support. These individuals will be required to move onto 
Jobseeker’s Allowance and seek employment if they are capable of work.145 This is a 
significant reduction in eligibility for Income Support: since October 2010, lone parents 
with a youngest child aged seven or under have been able to claim Income Support, and 
prior to that, lone parents with a youngest child aged 10 or under were eligible. Lone 
parents will be referred to the Work Programme at an appropriate point once they start to 
receive Jobseeker’s Allowance. It is possible that these individuals may face significant 
barriers to work and require intensive support, especially if they have not been in 
employment for some time and if they face challenging personal circumstances.  

146. Despite the Minister’s assurance that the Work Programme will be open to anyone 
who meets the time on benefit threshold,146 there will be people of working age who are out 
of work who may not be referred to the Work Programme. As the Work Programme is 
being funded from future benefits savings, those not in receipt of benefits, because their 

 
144 HC Deb, 25 January 2011, cols 5-6WS 

145 DWP, Removing Income Support eligibility for lone parents with a youngest child aged five or over, Equality Impact 
Assessment, March 2011, para 10 

146 Q 201  



44     
EMBARGOED ADVANCE COPY 
Not to be published 
In full, or in part, in any form before 
00.01 am GMT or BST on Sunday 8 May 2011 
 

 

 

contributory benefit (either JSA or ESA) has run out and whose household income puts 
them above Income Support levels, will receive no help or support in finding and retaining 
a job.  As a result, large numbers of economically inactive people could be left outside the 
Work Programme. The implications for the role of Jobcentre Plus in supporting these 
individuals are discussed in chapter 8.  

147. We believe that the Government should quantify and publish on an annual basis 
the numbers of working age people who will not qualify for help under the Work 
Programme because they are not in receipt of a qualifying benefit. 

Provision for former Incapacity Benefit claimants 

148. All ESA customers will have the option of accessing the Work Programme at any 
point after their WCA. ESA customers in the Work Related Activity Group (WRAG) who 
are assessed as being ready for work within three months will be mandated to attend the 
Work Programme.  

149. Some clients in the WRAG will be assessed as not likely to be fit for work within the 
next three to six months. These clients may join the Work Programme, but on a voluntary 
rather than mandatory basis. The Minister explained that he did not consider it 
appropriate to ask prime contractors to take on individuals who had been assessed as not 
yet ready for work.147 However, it is not yet clear how frequently individuals in the WRAG 
will be reassessed if they are not considered fit for work within six months.  

150. From 2012-13, individuals in the contributory ESA WRAG will receive this payment 
for only one year. Before the November 2010 Spending Review these claimants would have 
continued to receive the contributory ESA rate until they found employment.  Under the 
new arrangements, an individual who is still seeking employment after 12 months in 
receipt of the benefit will receive non-contributory ESA income-related payments, 
provided they meet the entitlement criteria. Individuals will therefore have to claim other 
benefits or move off benefits, and their overall benefits are likely to reduce. In addition to 
the impact on clients themselves, some witnesses have commented that this risks prime 
contractors losing clients after investing in them for a year or more as they will no longer 
be eligible for Work Programme support.148  

151. Several witnesses raised the question of whether Work Programme prime contractors 
would be able to have their customers reassessed if they felt that there was a barrier to 
employment which had not been identified in the WCA. This would avoid a situation 
where customers were in the wrong category and, without reassessment, might be parked 
and not receive any support because they were more difficult to help that others in the 
same category.149 Customers would be able to make a new application for ESA if they were 
seeking to join the Support Group, but it is not clear if there are any constraints on how 
soon after a previous WCA this could be done.  It is also not clear if a provider will be able 
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to trigger either a reassessment of how long it will be before a person is fit for work or a 
new WCA, in the light of their experience of helping the customer. 

152.  We are concerned about the prospects for former Incapacity Benefit claimants in 
the Employment and Support Allowance (ESA) Work Related Activity Group (WRAG) 
who are assessed as not yet ready to work and who will no longer receive contributory 
ESA payments after one year. We recommend that the Government clarify the 
arrangements for the reassessment of individuals in the ESA WRAG who have been 
assessed as not fit for work within three to six months. The Government should set out 
how frequently these individuals will be reassessed and what the arrangements are for 
reassessment.  

153. We have noted the concerns of a significant number of witnesses in relation to the 
effectiveness of the Work Capability Assessment and the process for migration to ESA 
more generally. We will consider these issues in detail in our forthcoming inquiry into the 
ESA migration.  

154. Many former Incapacity Benefit claimants will face a mandatory programme for the 
first time. The experience of Pathways to Work suggested that contractors found it easier 
to achieve successful outcomes for those who participated voluntarily, compared to those 
who were mandated to attend and faced sanctions and loss of benefit it they did not 
participate. The National Audit Office assessment of Pathways to Work found that 
contractors were less effective than Jobcentre Plus in supporting claimants who were 
mandated to participate in the programme. The report also suggested that voluntary 
participants might be easier to place in work because they were more motivated to take 
steps towards securing a job.150 

Volumes of former Incapacity Benefit claimants 

155. As we have indicated, prime contractors will be required to provide employment 
services for a significant volume of former Incapacity Benefit claimants, many of whom 
may face significant barriers to work and may not have had any recent work experience. 
Many witnesses highlighted the potential difficulties in securing employment for former 
Incapacity Benefit claimants and the fact that they will require specialist and intensive 
interventions because of the particular barriers they face to work and the long period of 
time they have been out of the labour market.151 RNID argued that the two years of support 
available under the Work Programme would not be long enough for some people and that 
the length of time support is available should vary according to the individual’s need.152 

156. Dave Simmonds told us that extending support and applying a degree of 
conditionality to those people who have been on Incapacity Benefit for a long time, and 
who had not received any support to date, would be a substantial change for providers.153 
Stephen Evans indicated that the skill set needed by staff to support these participants 

150 National Audit Office, Support to incapacity benefits claimants through Pathways To Work, HC 21, Session 2010-11. 
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would be quite different to the service providers have previously delivered, especially since 
they would be supporting clients to sustain a job over two years, as well as helping them 
look for work.154  

157. Work Programme prime contractors and their supply chain partners will need to 
build networks of specialist and highly-trained staff to deal with the large volumes of 
former Incapacity Benefit clients, many of whom may face significant barriers to work. We 
sought reassurances on this point from representatives of the prime contractors. Kirsty 
McHugh from ERSA told us that the industry was acting to increase the professional skills 
of staff in employment-related services, from front-line advisers to those in managerial 
roles.155 Sean Williams from the prime contractor G4S also assured us that they would 
require their subcontractors to demonstrate that they had robust training in place for 
staff.156  

158. The role of personal advisers in provider organisations will be crucial in the 
effective delivery of the Work Programme. DWP must ensure as part of the 
performance monitoring process that prime contractors have a sufficient number of 
staff trained to meet the varying needs of the different client groups, including the large 
numbers of former Incapacity Benefit claimants who will join the programme.   

Overall Work Programme client flows  

159. We examined how the estimated number of Work Programme participants compared 
with previous employment programmes, particularly given the fact that a large volume of 
former Incapacity Benefit claimants are likely to join the programme. The estimated 
number of participants has clear implications not only for jobseekers themselves, but also 
for the prime contractors, who are expected to deliver a comprehensive service to a large 
number of people with varying needs and who will also depend on receiving sufficient 
flows of participants to ensure their financial viability.  

160. DWP’s Invitation to Tender document estimated that 605,000 people would go 
through the Work Programme in 2011-12, and 565,000 in 2012-13.157 We asked the 
Minister how these estimates compared with previous years. He gave us two sets of figures. 
Firstly, he told us that around 550,000 people received contracted employment services 
from external providers in 2009-10. Secondly, he told us that, under the last Government, 
there were around 400,000 people receiving support through New Deal programmes and 
another 400,000 receiving support through Pathways to Work each year, which the 
Minister argued was a lower level of support.158 Some Pathways to Work clients received 
support through Jobcentre Plus rather than external contracted providers. This could 
explain why the Minister’s first figure is 550,000 and the second figures add up to 800,000.  
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161. However, the Minister explained that everyone who meets the time on benefits 
threshold for receiving JSA and everyone on ESA will be given access to the Work 
Programme, regardless of the overall numbers. He said: “There are no limits, no 
restriction. Nobody is denied access to the Work Programme.”159 The number of Work 
Programme participants will therefore depend on how many people are out of work and 
eligible for JSA or ESA, and there is a degree of uncertainty as far as the total numbers are 
concerned.  

162. The Minister also said that DWP had been careful not to overestimate the number of 
Work Programme participants: 

We have been quite conservative in the numbers we have put into the tendering 
document, because one of the past criticisms of the Department has been it had 
overestimated numbers.  This time we have tried to be quite conservative so that the 
providers can plan accordingly.160  

The volume of eligible Work Programme participants could vary considerably depending 
on the state of the labour market and the numbers of former Incapacity Benefit recipients 
joining the programme. In the trials of the Incapacity Benefit reassessment in Burnley and 
Aberdeen, 32% of claimants were found fit for work and a further 38% were placed in the 
Work Related Activity Group, meaning that they were assessed as being able to work 
within a reasonable period if the right support was provided.161 Significant variations in the 
estimated numbers could have a profound impact on providers and jobseekers. Given the 
demanding nature of the payment model, prime contractors may face financial difficulties 
if the number of participants is below the Government’s estimates. Equally, prime 
contractors may face difficulties in providing a consistently high-quality service, if numbers 
are significantly higher than forecast.  

163. We recommend that DWP develop accurate and transparent tools to estimate the 
anticipated numbers of Work Programme participants, and provide quarterly 
assessments of caseload and regional flows to inform prime contractors and the supply 
chain.  We also recommend that DWP clarifies how unemployment forecasts from the 
Office for Budget Responsibility will inform the estimates of caseload flows.  

Job availability 

164. The effectiveness of the Work Programme in finding sustainable employment for 
participants will depend to a significant extent on the availability of suitable vacancies in 
the labour market.  

165. There was a concern amongst some witnesses about how the jobs would be found to 
ensure that Work Programme clients had positions to move into. RNIB told us that the 
Work Programme raised huge challenges including “what the job outcomes are likely to be 
when there are over five million people in receipt of benefits but only some 470,000 
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vacancies in the economy”.162 The Public and Commercial Services Union (PCS) stated, 
“There are simply not the jobs in the economy to enable a project like the Work 
Programme to be successful.”163 This was echoed by Nick Pearce, Director of the Institute 
for Public Policy Research, who argued “It was hard enough to get the long-term 
unemployed into work during the boom years, now because of the downturn there are far 
fewer vacancies so it's going to be harder still”.164  

166. The Office for National Statistics estimated that there was an average of 482,000 job 
vacancies in the three months to March 2011, which represented an increase of 1,000 on 
the previous quarter and an increase of 16,000 on the previous year.165  

167. As we discussed in chapter 4, the labour market is not uniform across the UK. The 
Local Government Association commented on the regional variation in jobs available: “In 
some places, 27 JSA claimants are seeking 1 registered Job Centre Plus vacancy, in other 
places the ratios are as low as 2 to 1”.166 Witnesses also indicated that there was a potential 
conflict between finding large numbers of jobs suitable for people who have been out of the 
labour force for some time and the “upskilling”of the workforce required for the UK to 
remain competitive and to drive the economic recovery.167 

168. Much has been made of getting benefit claimants ready for work. However, even 
when there are jobs available, and despite non-discrimination legislation, many employers 
remain reluctant to take on people with a declared mental health condition or other 
disability. The Work Programme payment structure should encourage prime contractors 
to be more willing to engage with employers in overcoming some of the prejudices which 
still exist in the labour market. 

169. While the Government has a role, we believe that prime contractors should play a 
more active part in working with employers to persuade them of the need to be more 
open in their recruitment policies and more positive in employing someone with a 
disability. 
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8 The role of Jobcentre Plus 

Avoiding duplication between the supply chain and Jobcentre Plus 

170. Jobcentre Plus (JCP) will manage the referral of customers to the Work Programme. 
Jobseeker’s Allowance (JSA) claimants over the age of 25 will be referred after 12 months. 
Younger JSA claimants and those facing significant disadvantage can be referred earlier, 
and Employment and Support Allowance (ESA) claimants can be referred at any time.168 
A key role for JCP will be to prevent clients having to enter the Work Programme by using 
their expertise to help them in the first 12 months of unemployment. Advisers will also be 
able to refer clients to non-contracted local providers.  

171. JCP will retain the role of sanctioning claimants who are in receipt of benefits and 
participating in the Work Programme. These individuals will continue to be required to 
report to JCP every two weeks and their progress on the Work Programme will be 
reviewed. JCP will make decisions on whether customers should be sanctioned, for 
example by having their benefit payments discontinued, if the prime contractor states that 
they are not fulfilling their obligations.169  

172. Professor Finn told us that individuals might receive “mixed messages” from JCP and 
Work Programme providers. He thought that customers could become confused about 
where they had to turn up for a particular interview and what the consequences would be 
for their benefits payments if they failed to attend.170 ERSA have called for the co-location 
of JCP and provider premises, to provide efficiency savings and encourage partnership 
working.171 

173. Some providers told us that they would not want to be responsible for sanctioning 
Work Programme participants. The Scottish Association for Mental Health said that sub-
contractors could face “serious repercussions” and “an erosion of trust” in their 
relationships with the participants that they are supporting.172 Community Links argued 
that if voluntary organisations were required to implement sanctions, this could have a 
significant impact on their reputation locally.173  

174. However, there is potential for confusion if an individual was required to report 
separately to JCP and a Work Programme provider. A rigid requirement to attend JCP for 
a fortnightly interview may affect someone’s ability to undertake work experience or take 
up a voluntary post, hindering the support that the Work Programme provider is offering 
and damaging the opportunities available to the individual. Moreover, the Minister told us 
that Work Programme providers would be expected to notify JCP when individuals were 

 
168 Department for Work and Pensions, The Work Programme Invitation to Tender: Specification and Supporting 
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not participating in the programme, so that JCP could seek an explanation and impose a 
sanction.174 In that case, since there would already be an expectation that prime contractors 
would inform JCP of non-participation, it would appear unnecessary to require claimants 
to report additionally to JCP every two weeks.  

175. There is some potential for confusion among Work Programme clients, who will 
be required to report to both their Work Programme provider and Jobcentre Plus 
(JCP). We are anxious to ensure that a client’s requirement to report to JCP does not 
conflict with their programme of work-related activity on the Work Programme. We 
recommend that the Government consider introducing some flexibility where 
appropriate in relation to the requirement on jobseekers to sign on fortnightly at the 
Jobcentre. However, the sanctioning decision in relation to Work Programme 
participants who fail to attend the programme as required should remain with JCP.  

Support for jobseekers who are not eligible for the Work Programme 

176. As with previous employment programmes, the Work Programme will focus support 
on jobseekers who are in receipt of benefits. We asked the Minister what employment 
support would be available to jobseekers who were ineligible for the Work Programme. He 
was clear that the Work Programme would not be available to jobseekers who were not in 
receipt of benefits or to contributory JSA claimants: 

First and foremost, the people on the Work Programme will be those in receipt of 
Jobseeker’s Allowance and that will be income based Jobseeker’s Allowance.  At the 
moment, neither Jobcentre Plus nor any other part of Government offers somebody 
on contributory JSA more support than is provided through the Jobcentre in that 
first six month period, and we will obviously have some clear offers for that group—
routes to self employment, routes to work experience, and so on and so forth.  No 
past programme has provided support for that particular group of jobseekers.175 

177. Many witnesses highlighted the vital importance of JCP in supporting customers 
before, during and after their participation in the Work Programme.176 PCS expressed 
concern about job cuts within Jobcentre Plus and rationalisation of JCP offices: 

The DWP is losing 15,000 jobs, over 9,000 of which will be lost in Jobcentre Plus. A 
further `rationalisation' of Jobcentre Plus offices has also been announced. These 
cuts will deprive claimants access to the best staff and service available, described in 
the CSR [Comprehensive Spending Review] report as “internationally acclaimed as 
effective in getting people back into work.177 

178. We were anxious to explore how JCP would be able to fulfil its Work Programme role 
and its role supporting other jobseekers in a climate of cost and headcount reductions. 

174 Q 224 

175 Q 167 

176 See, for example, Remploy Ev w3; RNIB Ev w13; Reed in Partnership Ev w13; RNID Ev w18; Lifelong Learning UK Ev 
w35; G4S Ev 64; A4E Ev w51; ERSA Ev 80 

177 Ev w39 
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Stephen Evans of the London Development Agency attempted to explain how it might be 
done: 

Part of that reduction is because the headcount was raised during the recession to 
cope with those extra flows, so you would expect some drop off anyway.  You’ve also 
got people who will go to the Work Programme provider rather than Jobcentre Plus, 
so there’s a reduced need.  The Department’s also placing a degree of emphasis on 
people doing more things online or over the phone rather than in person, which, if it 
turns out like that, would indeed save resources.  I’m sure it’s got lots of very detailed 
plans that I haven’t seen.  On the face of it, there are reasons why you’d expect it to be 
able to deliver its role with fewer people and fewer buildings and things, but how it 
plays out in practice, a bit like the Work Programme, is open for debate.178 

179. We understand the rationale of focusing employment support on those jobseekers 
who are claiming benefits. However, DWP must ensure that an appropriate level of 
employment support remains available to all jobseekers, including those not eligible for 
the Work Programme. The role of Jobcentre Plus will be central to the effectiveness of 
the Work Programme and to assisting those not eligible for the programme.  

180. We recommend that, in its response to this report, DWP set out how it intends to 
maintain support through Jobcentre Plus, both for Work Programme participants and 
other jobseekers, in the context of the anticipated headcount reductions and 
rationalisation of Jobcentre Plus offices. We also request that DWP explain the 
contingencies it plans to put in place to adjust the headcount reductions should 
unemployment levels prove higher or lower than forecast.  

 

178 Q 40 
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9 The transition to the Work Programme 

Concerns about gaps in provision 

181. Our report into Youth Unemployment and the Future Jobs Fund (FJF) expressed 
concern that young people would experience a gap in provision between the termination of 
referrals to the FJF in March 2011 and the Work Programme commencing in June 2011. 
We therefore stated that our inquiry into the Work Programme would pursue the issue of 
the continuation of welfare-to-work provision during the transition period ahead of the 
establishment of the Work Programme.179 

182. DWP told us that no customer would be left unsupported during the transition from 
existing employment programme contracts, most of which were due to end by 31 March 
2011, and the introduction of the Work Programme.180 However, DWP also stated that 
their priority was the establishment of the Work Programme and that there would 
“inevitably be some disruption”.181 

183. The Minister had previously given an undertaking to the House on ensuring that 
there would be no gaps in provision: “Until the Work Programme is implemented, we will 
ensure that support is in place. Where necessary, we will seek to extend current 
arrangements to ensure that there is no gap in provision and people can continue to receive 
help and support to get back to work.”182   

184. Several witnesses expressed concerns about potential gaps in provision.183 It is, 
however, important to note that these concerns were expressed before the Government 
announced extensions to “mainstream” employment programmes (see below).  Reed in 
Partnership commented: 

Currently a number of programmes, including Employment Zones, will finish at the 
end of March 2011 [...] The gap in provision will mean that customers will be left 
without specialist support. It will also impact on the infrastructure in place to deliver 
the Work Programme in summer 2011—experienced advisers will be moved to 
different activities or leave the industry altogether, wasting talent at a time when it is 
most needed.184 

Jonny Boux of Community Links, a New Deal provider, highlighted the financial strain a 
gap in contracts would cause. He told us that “unless [...] there is some form of bridging 

 
179 Work and Pensions Committee, First Report of Session 2010-11, Youth Unemployment and the Future Jobs Fund, HC 

472 

180 Ev 69 

181 Ev 69 

182 HC Deb, 10 June 2010, col 37WS 

183 For example, Ev w11 Reed in Partnership, Ev 62 G4S, Ev 77 ERSA, Ev w60 Association of Learning Providers,  Ev w65 
Papworth Trust and Ev w67 MyWorkSearch.  

184 Ev w12 
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arrangement over that transition period between April and July, there is a risk that we 
would have to lay people off.”185  

185. ERSA believed that gaps between existing and Work Programme contracts would 
adversely affect a wide range of organisations from both the private sector and the 
voluntary and community sector. They suggested that many organisations were 
commencing staff redundancy consultation exercises, and that some organisations might 
not have the commercial viability to survive during the intervening period without 
funding. On 2 February, Kirsty McHugh of ERSA told us: 

I have taken telephone calls in the last few days from both charity members of ERSA 
and from for-profit members of ERSA saying that they are going into 90-day 
consultation, they are potentially looking at Transfer of Undertakings (Protection of 
Employment) Regulations (TUPE) to Jobcentre Plus, potentially redundancy. There 
is a lot of uncertainty about this.186 

Extension of previous employment programmes 

186. We wrote to the Minister on 4 February 2011, asking for clarification in relation to the 
transition arrangements.  He replied on 14 February and the Department also issued a 
Written Ministerial Statement (WMS) on the same day. The Minister told us that DWP 
would be “working with our suppliers to extend referrals to existing mainstream support 
for Jobseekers until June 2011”. The WMS categorised “mainstream” support as New Deals 
and the Flexible New Deal and also announced the extension of progress2work contracts 
(employment support for people recovering from drugs misuse). The Minister’s letter 
made clear that “our approach to supporting ESA customers is changing and Pathways to 
Work contracts will not be extended any further than they have already”.187  

187. We wrote to the Minister again on 16 February, asking for clarification on whether 
customers who would have previously gone to Pathways to Work would receive the same 
range of services from Jobcentre Plus from April 2011. He confirmed that the new system 
of support would be in place in Jobcentre Plus from April 2011, and “whilst customers will 
experience a different type of support than they did in Pathways, customers will be fully 
supported until the Work Programme starts delivery in June”.188 We also asked him exactly 
which New Deal programmes were being extended until June 2011. His reply stated that 
this applied to “old style New Deals including New Deal 18-24, New Deal 25+, Private 
Sector Led New Deals and Employment Zones”.189  

188. We welcome the extension of mainstream employment support from April until 
June 2011, but regret that the Government did not provide detailed financial 
information in relation to the transitional arrangements for the Work Programme at 
an earlier stage. Clearer and more timely information would have given providers the 

185 Q 78 

186 Qs 123-125 

187 Ev 83 

188 Ev 84 

189 Ev 84 
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opportunity to plan effectively for the transition to the Work Programme, including 
avoiding the risk of any unnecessary staff redundancies.  

189. Despite the Government’s welcome decision to extend existing contracts there will 
inevitably be some disruption to, and gaps in, provision for claimants as existing 
programmes are wound down before capacity is built up to deliver the Work 
Programme in full. The Government needs to ensure that claimants are not 
disadvantaged as they are moved from one programme to another.   

Termination of programmes for disabled people 

190. As we have highlighted above, the decision in March 2011 to extend several 
employment programmes until June 2011 only applied to mainstream provision such as 
the New Deal programmes and Employment Zones. A decision was taken not to extend 
support for disabled people in a similar manner until June. Pathways to Work and the New 
Deal For Disabled People therefore closed in April 2011, with the intention that Jobcentre 
Plus would provide a service for these clients during the gap before the Work Programme 
commenced.  

191. In October 2010, the Government introduced the Work Choice programme, which 
was designed to provide specialised support for disabled people with more intensive needs. 
It was intended to replace WORKSTEP, Work Preparation and the Job Introduction 
Scheme, rather than to replace Pathways to Work or the New Deal for Disabled People.  
Scope told us that it remains unclear how the relationship and referral routes will work 
between Work Choice and support for disabled people through the Work Programme.190   

192. We request that DWP clarifies how people with severe disabilities who require 
extra support to access work will be referred to Work Choice once the Work 
Programme is in place. 

193. We were interested in exploring the reasons why Pathways to Work and the New Deal 
for Disabled People had been closed when services for mainstream clients had been 
extended. The Minister explained DWP’s reasoning in relation to Pathways to Work as 
follows: “Pathways is coming to an end anyway.  It was due to be ended by the previous 
Government.  It has been given a pretty heavy thumbs-down by the NAO [National Audit 
Office] and by the Public Accounts Committee.”191 The Minister also explained that the 
organisations delivering services for Pathways to Work would receive service payments for 
clients until late April and that they were still eligible for outcome fees “for some weeks 
after those payment contracts are over”. His view was that these organisations should 
continue delivering services beyond late April as they would otherwise have been “paid for 
a lot of support that they may not actually be delivering”.192  

190 Ev w75 

191 Q 149. The Minister referred to the following reports:  National Audit Office, Support to incapacity benefits 
claimants through Pathways to Work, HC 21, 28 May 2010;  and Committee of Public Accounts, First report of 
Session 2010-11, Support to incapacity benefits claimants through Pathways To Work, HC  404. 

192 Q 149 
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194. We note the findings of the National Audit Office and Public Accounts Committee 
in relation to Pathways to Work, and that it was the previous Government’s intention 
to close the service in April 2011. However, we are concerned that employment services 
for disabled people were the only services that were excluded from the list of 
programmes that were extended until June 2011.  

195. We are concerned that Jobcentre Plus may not have the resources to offer adequate 
alternative provision to meet the employment needs of disabled people between April 
2011 and the start of the Work Programme, particularly as the Government has already 
begun the full scale migration of people from Incapacity Benefit to Employment and 
Support Allowance, resulting in an increase in the number of claimants with a history 
of ill health requiring specialist support. We request that, in response to this report, the 
Government sets out the steps it has taken to ensure that Incapacity Benefit claimants 
have not suffered a diminution of employment support provision in the period between 
the closure of targeted programmes and the roll out of the Work Programme.  

The application of TUPE regulations 

196. Transfer of Undertakings (Protection of Employment) Regulations (TUPE) afford 
protection to employees, subject to certain conditions, when a business, part of a business 
or a contract to provide a service transfers from one employer to another. In these 
instances employees may be entitled, subject to the conditions set out in the regulations, to 
transfer to the new employer under their existing employment terms and conditions.193 

197.  Witnesses complained that DWP had not been clear about the applicability of TUPE 
in the transitional period. The Association of Learning Providers told us that DWP “have 
tended to evade the question of TUPE rights and largely left it to providers to 
determine”.194 BTCV complained of a “lack of clear rules where TUPE applies”.195 

198. We asked the Minister whether TUPE regulations would apply to staff of Pathways to 
Work providers as the employment support they were currently providing would arguably 
be initially transferring to Jobcentre Plus and then to Work Programme prime contractors. 
He told us: “We do not think TUPE applies to Pathways staff. Pathways is coming to an 
end anyway. It was due to be ended by the previous Government”.196 He also stated that 
there would be differences in the type of work undertaken by Jobcentre Plus and Work 
Programme staff compared to Pathways to Work staff and so TUPE could not apply. Alan 
Cave added: 

Our position has been clear; we have been in correspondence with ERSA and with 
individual providers about this, and we have made it clear all the way through that 
we do not believe this is a case of continuity of service or even continuity of service 

193 Department for Business, Innovation and Skills, Employment Rights on the Transfer of an Undertaking: A guide to 
the 2006 TUPE Regulations for employees, employers and representatives, June 2009 

194 Ev w62 

195 Ev w73 

196 Q 149 
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that is sufficiently like the previous one to justify the TUPE transfer into Jobcentre 
Plus.197 

We are aware that DWP contacted providers in September 2010 to assess the impact that 
the Work Programme may have on current contracts, particularly in relation to TUPE 
arrangements.198  

199. We note the difference in view between the Government and providers on the 
applicability of TUPE regulations to the transition to the Work Programme from 
Pathways to Work and the concerns of witnesses that the Government did not take 
sufficient steps to clarify the position. We recommend that the Government engage 
fully with the supply chain and clearly communicate its position in relation to TUPE 
arrangements insofar as these relate directly to DWP programmes.  

197 Q 151 

198  www.dwp.gov.uk/supplying-dwp/what-we-buy/welfare-to-work-services/notices-to-providers/tupe-implications.shtml  
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10 Conclusion 
200. We recognise the challenges of commissioning a contracted employment programme 
of the size and complexity of the Work Programme. However, we welcome the 
simplification of contracted employment services and the potential cost savings brought 
about by the consolidation of a range of services into a single programme.  

201. The Work Programme attempts to address “creaming and parking” through 
differential payments. However, the financial modelling for the programme is inherently 
uncertain as many participants have not received employment support before and face 
complex barriers to work. It remains to be seen how successful the payment model will be 
in preventing providers focusing on the easiest to help participants within client groups. 
We expect that the payment model will need to evolve over time to respond to this. 

202.  The Work Programme faces significant risks and uncertainties. Prime contractors 
will have to meet very high performance standards to make the programme economically 
viable and subcontractors will need protection if they are to survive in a results-based 
environment. DWP has a vital role to play in contract and supply-chain management. 

203. The success or failure of the programme will depend to a large extent on economic 
recovery and the availability of suitable job vacancies for Work Programme participants, as 
well as a willingness amongst employers to take on those who may have been out of the 
labour market for some time. DWP must ensure that the programme maintains the 
flexibility to adapt to the realities of the labour market.  

204. We understand the enormity of the challenge facing the Work Programme and 
welcome the Government’s efforts in this task. We are supportive of its intentions but, due 
to the size of the programme, we believe that adjustments and modifications may be 
required as it rolls out across the country and we urge the Government to be flexible as and 
when potential difficulties emerge. 
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List of conclusions and recommendations 

Design of the Work Programme 

Funding employment services from future benefit savings 

1. The Work Programme will be funded from projected future benefit savings, the scale 
of which is as yet unknown. This means that, instead of funding the programme 
from the Departmental Expenditure Limit (DEL) in the usual way, the source will be 
Annually Managed Expenditure (AME) from which benefits are paid (the so-called 
AME/DEL switch). It is a bold decision by the Government to press ahead with this 
untried method of funding. We welcome the extra resources that the Government 
has released by using the AME/DEL switch mechanism to help people find jobs in a 
time of constrained public finances.  However, there is a risk that the expected 
savings will not be realised if too few people gain full time work or if the number 
falling out of work rises. We recommend that the Government publishes at regular 
intervals the cost of the Work Programme and an estimate of the benefit savings 
accrued from it. We also recommend that the Government commission an 
independent external organisation to conduct a full evaluation of the programme, 
including an assessment of its cost-effectiveness in relation to previous employment 
programmes.  (Paragraph 20) 

Personalised support for Work Programme customers 

2. We support the principle of black box provision of employment support, where 
prime contractors will be allowed considerable freedom to personalise interventions 
to match the needs of jobseekers, as long as there is transparency about what prime 
contractors undertake to provide within the black box. DWP should not interfere 
with this approach without exceptional reason. However, DWP must ensure that 
prime contractors are held to account for what they promise to deliver within the 
black box and that protections for the customer are included within contracts. We 
request that the Government clarifies how this will be achieved, in response to this 
report. (Paragraph 24) 

Use of intermediate labour markets within the black box 

3. We welcome that Work Programme prime contractors may choose—within the 
black box—to use a proportion of their fees to subsidise jobs for their Work 
Programme participants. However, there has previously been a perception that EU 
state aid rules could be a barrier to private sector employment of this kind. Whilst it 
will be for prime contractors to establish the legality of such interventions under state 
aid rules, we recommend that the Government produce straightforward guidance on 
how intermediate labour markets may be used within the Work Programme in a way 
which is compliant with state aid rules. (Paragraph 28) 



EMBARGOED ADVANCE COPY 
Not to be published 
In full, or in part, in any form before 
00.01 am GMT or BST on Sunday 8 May 2011 

59 

 

The tendering process 

Prime contractors’ relationship with voluntary organisations 

4. We welcome the establishment of the Framework for the Provision of Employment 
Related Services (ERSS) and the intention to create a mix of private and voluntary 
sector involvement in ERSS consortia. Without the involvement of voluntary sector 
organisations the programme would risk losing a wealth of innovation and specialist 
knowledge. (Paragraph 42) 

5. It is important that the voluntary sector’s involvement in the Work Programme is 
meaningful and that organisations are not simply used to make prime contractors’ 
bids more attractive. We welcome the Minister’s assurance that any prime contractor 
which included a voluntary sector organisation in their bid at the tendering stage but 
was subsequently found not to be using that voluntary sector organisation in service 
delivery will have their contract cancelled. DWP must monitor this and act 
accordingly once the programme is underway.  (Paragraph 43) 

6. There may be subcontractors who have formed bids with framework providers who 
have been unsuccessful in gaining preferred bidder status. These organisations may 
hold significant expertise and could face a lack of involvement in the Work 
Programme through no deficiency of their own. We expect the procurement process 
to be sufficiently flexible to enable Work Programme prime contractors to engage 
these organisations where appropriate.  (Paragraph 44) 

Effectiveness of the procurement process 

7. DWP seem to have learned lessons from previous procurement exercises in setting 
the bid evaluation criteria for the Work Programme. Its approach to the tendering 
process appears to have run relatively smoothly despite the very ambitious timescales 
set for it, and the Department deserves credit for this.  (Paragraph 54) 

8. It is important that prime contractors do not place an unnecessarily onerous 
administrative burden on subcontractors when establishing their supply chains. The 
Department has a role to play in this and should work with prime contractors and 
representative bodies within the industry to promote the use of a single simplified 
Expression of Interest form for subcontractors. (Paragraph 55) 

Competition within contract package areas 

9. We request that, in response to this report, the Government clarifies the extent to 
which discretion or flexibility may be applied when shifting market share from one 
prime contractor to another. We are concerned that prime contractors who are 
performing well relative to those in other contract package areas should not be 
penalised arbitrarily. The Government should also explain the rationale for setting 
the criterion for market share shift at 3% difference in performance level.  (Paragraph 
66) 
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10. We recommend that, within 18 months of the application of the first shift of market 
share between prime contractors, DWP undertake and publish a review of the 
impact on clients and prime contractors of the operation of this mechanism.  
(Paragraph 67) 

11. In order to ensure that competition between prime contractors in contract package 
areas is effective in driving up performance, the Government must ensure that 
transparent performance data is publicly available. We recommend that the 
Government carry out and publish a comparative evaluation of the levels of 
performance between contract package areas with two and three prime contractors 
after the first year of operation of the Work Programme, and then at regular 
intervals. (Paragraph 68) 

Differential payments 

Definition of job outcomes under the Universal Credit 

12. We welcome the Government’s emphasis on payment by results and particularly the 
introduction of a sustainment fee. Universal Credit is to be introduced commencing 
in 2013 and the Department was not yet able to define what would constitute a job 
outcome under the new benefit system. We recommend that the Government 
indicate as soon as possible how a job outcome under the Work Programme will be 
defined once Universal Credit is introduced. This information will be fundamental 
to prime contractors who are in the process of planning their delivery of the 
programme.   (Paragraph 74) 

Incentives to support all customer groups 

13. The differential payments model under the Work Programme has been designed to 
incentivise prime contractors to support all client groups, including those facing the 
greatest barriers to work. We welcome this and believe that it represents an 
improvement on previous employment programmes. We acknowledge that lessons 
have been learned and a determined effort has been made to reduce creaming and 
parking. However, the risk remains that providers will focus on the clients they assess 
as being easier to help within each of the different customer groups and that 
creaming and parking of participants who face significant barriers to work could still 
occur. This payment model is not the only incentivisation scheme available and its 
effectiveness in addressing creaming and parking will only become clear once the 
programme has been running for some time. We recommend that the Government 
keep the payment model under review and assess the outcomes for participants 
within and between each client group.  (Paragraph 83) 

14. To inform the Government’s assessment of the effectiveness of the Work 
Programme for all client groups, we reiterate our recommendation that it 
commission a full evaluation of the programme, to be conducted by an independent 
external organisation and carried out on a regular basis.  (Paragraph 84) 
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15. We welcome the Work Programme’s focus on longer-term sustained employment, 
which represents an improvement on previous contracted employment 
programmes. However, it is important that the support participants receive to 
sustain employment while they are on the Work Programme equips them to remain 
in work and increase their earnings once they are no longer part of the programme. 
The Government should ensure that transparent mechanisms exist to track long-
term outcomes from the Work Programme in relation to sustained employment and 
wage levels of participants.   (Paragraph 87) 

Regional variation 

16. The Government should monitor the comprehensiveness of a prime contractor’s 
service in all localities within their contract package area and explain how it plans to 
assess whether the quality of provision is consistent across all local areas (Paragraph 
94) 

17. We are concerned that the needs of many Work Programme participants should not 
be neglected because prime contractors are not providing the same level of service 
across their contract package areas and that the payment model and performance 
management mechanisms should be sufficient to ensure consistency of provision.  
We are particularly concerned that participants in rural or remote areas and areas 
where job opportunities are few should not be neglected. We recommend that the 
Government monitors closely the regional and intra-regional delivery of the 
programme, and acts to ensure that any disparities in service delivery are resolved 
through its contract management mechanisms. If the reality of the programme 
exposes significant regional and intra-regional differences in provision, the 
Government should consider how the differential payments model might evolve in 
order to address this problem.   (Paragraph 95) 

Managing performance of prime contractors 

Minimum performance levels 

18. The performance standards set for the Work Programme are very ambitious and 
create a significant financial and operational challenge for prime contractors. We are 
concerned that the high level at which minimum performance levels have been set  
should not put the financial viability of prime contractors at risk. This in turn might 
lead to some clients receiving lower quality support and to significant costs to the 
Government in responding to service failures. (Paragraph 104) 

19. The Government needs to clarify how the non-intervention performance levels have 
been calculated. It should also explain whether it is prepared to amend them in 
response to significant changes in unemployment rates or labour market conditions. 
We request that it does so in response to this report.  (Paragraph 105) 

20. We recommend that the Government monitor closely the performance and financial 
stability of prime contractors and put contingency arrangements in place to ensure 
the continuity of high-quality provision for clients. In particular, we request that the 
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Government sets out, in response to this report, the arrangements for replacing a 
prime contractor which withdraws from the Work Programme during the contract 
period with another framework provider.  (Paragraph 106) 

Key performance indicators 

21. The key performance indicators are an important mechanism for ensuring that 
participants in the Work Programme understand the level of service to which they 
are entitled and that prime contractors do not neglect any groups of clients. We 
welcome the Minister’s commitment to publish the details of the key performance 
indicators for each client group. It will be just as important for the Government to 
hold prime contractors robustly to account against these measures as the minimum 
standard levels.  (Paragraph 110) 

Financial returns for prime contractors 

22. Given the demanding minimum standards set by DWP, we believe that it is unlikely 
that a provider will profit excessively from the Work Programme in the current 
labour market and economic conditions. Since the programme transfers very 
significant financial and delivery risks to prime contractors, it is acceptable to allow 
them to make a profit where they have delivered exceptional outcomes for jobseekers 
and significant savings in social security payments for the Government. We do not 
believe that payments to providers should be capped in the current economic 
conditions but they should be kept under review to ensure that prime contractors do 
not make excessive profits from the Work Programme if circumstances change.  
(Paragraph 116) 

Contract monitoring and variation 

23. The Work Programme needs to be sufficiently flexible to adapt to the realities of 
delivery and the economic climate and the Government will need to use its contract 
variation powers carefully to ensure that the Work Programme caters for all client 
groups. However, it must engage with prime contractors responsibly. Decisions 
about when to exercise its power to vary contracts should be based on robust and 
transparent data. We request that, in response to this report, the Government 
provides us with more information on the mechanisms it will use to collect and 
collate performance data.  (Paragraph 122) 

Managing the supply chain 

The flow of funds to subcontractors 

24. We welcome in principle the increased emphasis that the Work Programme model 
places on outcome-based payments. However, we acknowledge witnesses’ concerns 
about the risk to the financial viability of smaller, specialist subcontractors if prime 
contractors do not pass on sufficient upfront funding. DWP should be proactive in 
reminding prime contractors that a key aspect of their role in the Work Programme 
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is to bear financial risk, rather than passing it on to subcontractors unfairly or 
disproportionately. The structure of prime contractors’ payments to subcontractors 
should reflect this and, in managing its contracts with prime contractors, DWP must 
act to ensure that this is the case.  (Paragraph 129) 

Managing relationships between prime contractors and subcontractors   

25. We welcome the creation of the Merlin Standard as a significant step in helping to 
promote fairness in the supply chain. However, we share the concerns of some 
witnesses that it still lacks sufficient “teeth”. We recommend that DWP establishes 
robust sanctioning arrangements and takes steps to make the Merlin compliance 
measures more precise and objective. DWP must also demonstrate how the 
arbitration process will be truly independent and impartial.  (Paragraph 139) 

26. The success of the Work Programme will depend on effective relationships between 
prime contractors and their networks of subcontractors. Contracting arrangements 
will need to be framed so as to ensure not only that subcontractors are fairly 
managed, but also that prime contractors are able to hold subcontractors to account 
for poor performance and, where necessary, terminate agreements with 
subcontractors who are not performing to agreed standards. We request further 
details from the Government, in response to this report, on how contracts will 
support prime contractors in managing poor performance among subcontractors.   
(Paragraph 141) 

Client flows 

Eligibility for the Work Programme 

27. We believe that the Government should quantify and publish on an annual basis the 
numbers of working age people who will not qualify for help under the Work 
Programme because they are not in receipt of a qualifying benefit. (Paragraph 147) 

Provision for former Incapacity Benefit claimants 

28.  We are concerned about the prospects for former Incapacity Benefit claimants in the 
Employment and Support Allowance (ESA) Work Related Activity Group (WRAG) 
who are assessed as not yet ready to work and who will no longer receive 
contributory ESA payments after one year. We recommend that the Government 
clarify the arrangements for the reassessment of individuals in the ESA WRAG who 
have been assessed as not fit for work within three to six months. The Government 
should set out how frequently these individuals will be reassessed and what the 
arrangements are for reassessment.  (Paragraph 152) 

29. The role of personal advisers in provider organisations will be crucial in the effective 
delivery of the Work Programme. DWP must ensure as part of the performance 
monitoring process that prime contractors have a sufficient number of staff trained 
to meet the varying needs of the different client groups, including the large numbers 
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h of former Incapacity Benefit claimants who will join the programme.   (Paragrap
158) 

Overall Work Programme client flows 

30. We recommend that DWP develop accurate and transparent tools to estimate the 
anticipated numbers of Work Programme participants, and provide quarterly 
assessments of caseload and regional flows to inform prime contractors and the 
supply chain.  We also recommend that DWP clarifies how unemployment forecasts 
from the Office for Budget Responsibility will inform the estimates of caseload flows.  
(Paragraph 163) 

Job availability 

31. While the Government has a role, we believe that prime contractors should play a 
more active part in working with employers to persuade them of the need to be more 
open in their recruitment policies and more positive in employing someone with a 
disability. (Paragraph 169) 

The role of Jobcentre Plus 

Avoiding duplication between the supply chain and Jobcentre Plus 

32. There is some potential for confusion among Work Programme clients, who will be 
required to report to both their Work Programme provider and Jobcentre Plus 
(JCP). We are anxious to ensure that a client’s requirement to report to JCP does not 
conflict with their programme of work-related activity on the Work Programme. We 
recommend that the Government consider introducing some flexibility where 
appropriate in relation to the requirement on jobseekers to sign on fortnightly at the 
Jobcentre. However, the sanctioning decision in relation to Work Programme 
participants who fail to attend the programme as required should remain with JCP.  
(Paragraph 175) 

Support for jobseekers who are not eligible for the Work Programme 

33. We understand the rationale of focusing employment support on those jobseekers 
who are claiming benefits. However, DWP must ensure that an appropriate level of 
employment support remains available to all jobseekers, including those not eligible 
for the Work Programme. The role of Jobcentre Plus will be central to the 
effectiveness of the Work Programme and to assisting those not eligible for the 
programme.  (Paragraph 179) 

34. We recommend that, in its response to this report, DWP set out how it intends to 
maintain support through Jobcentre Plus, both for Work Programme participants 
and other jobseekers, in the context of the anticipated headcount reductions and 
rationalisation of Jobcentre Plus offices. We also request that DWP explain the 
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contingencies it plans to put in place to adjust the headcount reductions should 
unemployment levels prove higher or lower than forecast. (Paragraph 180) 

The transition to the Work Programme 

Extension of previous employment programmes 

35. We welcome the extension of mainstream employment support from April until 
June 2011, but regret that the Government did not provide detailed financial 
information in relation to the transitional arrangements for the Work Programme at 
an earlier stage. Clearer and more timely information would have given providers the 
opportunity to plan effectively for the transition to the Work Programme, including 
avoiding the risk of any unnecessary staff redundancies.  (Paragraph 188) 

36. Despite the Government’s welcome decision to extend existing contracts there will 
inevitably be some disruption to, and gaps in, provision for claimants as existing 
programmes are wound down before capacity is built up to deliver the Work 
Programme in full. The Government needs to ensure that claimants are not 
disadvantaged as they are moved from one programme to another.   (Paragraph 189) 

Termination of programmes for disabled people 

37. We request that DWP clarifies how people with severe disabilities who require extra 
support to access work will be referred to Work Choice once the Work Programme 
is in place. (Paragraph 192) 

38. We note the findings of the National Audit Office and Public Accounts Committee 
in relation to Pathways to Work, and that it was the previous Government’s 
intention to close the service in April 2011. However, we are concerned that 
employment services for disabled people were the only services that were excluded 
from the list of programmes that were extended until June 2011.  (Paragraph 194) 

39. We are concerned that Jobcentre Plus may not have the resources to offer adequate 
alternative provision to meet the employment needs of disabled people between 
April 2011 and the start of the Work Programme, particularly as the Government 
has already begun the full scale migration of people from Incapacity Benefit to 
Employment and Support Allowance, resulting in an increase in the number of 
claimants with a history of ill health requiring specialist support. We request that, in 
response to this report, the Government sets out the steps it has taken to ensure that 
Incapacity Benefit claimants have not suffered a diminution of employment support 
provision in the period between the closure of targeted programmes and the roll out 
of the Work Programme.  (Paragraph 195) 

The application of TUPE regulations 

40. We note the difference in view between the Government and providers on the 
applicability of TUPE regulations to the transition to the Work Programme from 
Pathways to Work and the concerns of witnesses that the Government did not take 
sufficient steps to clarify the position. We recommend that the Government engage 
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fully with the supply chain and clearly communicate its position in relation to TUPE 
arrangements insofar as these relate directly to DWP programmes.  (Paragraph 199) 



EMBARGOED ADVANCE COPY 
Not to be published 
In full, or in part, in any form before 
00.01 am GMT or BST on Sunday 8 May 2011 

67 

 

Annex: The Committee’s visit programme 
in the United States 

 
The Committee visited the United States from 28 February to 5 March 2011. 
 
Members participating: Dame Anne Begg (Chair), Karen Bradley, Kate Green, Mr 
Oliver Heald. 
 
Accompanied by: Second Clerk, Inquiry Manager, and Chair’s Facilitator. 
 
Madison, Wisconsin 
 
Monday 28 February 
 
Briefing from Foreign and Commonwealth Office officials 
 
Tuesday 1 March 
 
Meeting with Sarah L. White, Senior Associate, Center on Wisconsin Strategy (COWS) 
 
Meeting with Eloise Anderson, Secretary for the Department of Children and Families, 
Wisconsin 
 
Meeting at the Wisconsin Department of Children and Families (DCF) with DCF 
officials and officials from the Wisconsin Department for Workforce Development 
 
Roundtable discussion with former administrators and commentators (Julie Kerksick; 
Jason Turner; Tony Driessen; Ken Taylor) 
 
Wednesday 2 March 
 
Meeting with Keith Gilkes, Chief of Staff to Wisconsin State Governor, Scott Walker 
 
Visit to Joining Forces for Families 
 
Meeting at the Institute for Research on Poverty, University of Wisconsin-Madison 
(Dan Meyer, Professor of Social Work; Maria Cancian, Associate Dean for Social 
Sciences; and Jennifer Noyes, Associate Director of Programs) 
 
Visit to Dane County Jobs Center 
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New York City 
 
Thursday 3 March 
 
Briefing from British Consulate General 
 
Visit to Sustainable South Bronx 
 
Visit to Bronx Educational Opportunity Center 
 
Roundtable discussion with academics and experts (Professor Larry Mead, New York 
University; Nancy Cauthen, National Center for Children in Poverty; Professor Michael 
Wiseman, George Washington University; Amy Crawford, Deputy Director, Center for 
an Urban Future; and Heather MacDonald, Fellow at the Manhattan Institute) 
 
Friday 4 March 
 
Meeting with Professor Michael Wiseman 
 
Meeting with the Center for Economic Opportunity (Veronica White, Executive 
Director, and Allegra Blackburn-Dwyer, Chief of Staff) 
 
Working lunch on Opportunity NYC (Veronica White, Executive Director, Center for 
Economic Opportunity; Allegra Blackburn-Dwyer, Chief of Staff, Center for Economic 
Opportunity; Jim Riccio, Director of Low Wage Workers and Communities, MDRC; 
Francine Delgado, Senior Vice-President, NYC Community Programs, Seedco; Saroya 
Friedman-Gonzalez, Vice-President, NYC Community Programs, Seedco; and Professor 
Michael Wiseman, Professor of Public Policy, George Washington University) 
 
Meeting with Seedco. 
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Formal Minutes 
The following declarations of interest relating to the inquiry were made: 

12 January and 2 February 2010 

Harriett Baldwin declared a pecuniary interest as Vice Chair of the Social Investment Business, which 
invests in organisations that operate public service contracts, including employment-related contracts. 

 

Wednesday 27 April 2011 

Members present: 

Dame Anne Begg, in the Chair 

Andrew Bingham 
Karen Bradley 
Kate Green 
Mr Oliver Heald 

Glenda Jackson
Brandon Lewis 
Stephen Lloyd 
Teresa Pearce

 

Draft Report (Work Programme: providers and contracting arrangements), proposed by the Chair, brought up 
and read. 

Ordered, That the draft Report be read a second time, paragraph by paragraph. 

Paragraphs 1 to 204 read and agreed to. 

Annex and Summary agreed to. 

Resolved, That the Report be the Fourth Report of the Committee to the House. 

Ordered, That the Chair make the Report to the House. 

Ordered, That embargoed copies of the Report be made available, in accordance with the provisions of 
Standing Order No. 134. 

Written evidence was ordered to be reported to the House, together with written evidence reported and 
ordered to be published on 13 December 2010. 

[Adjourned till Wednesday 4 May at 9.15 am. 
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Witnesses 

Wednesday 12 January 2011 Page 

Stephen Evans, Director of Employment and Skills, London Development
Agency, Maria Hudson, Policy Studies Institute, Professor Dan Finn, 
Professor of Social Inclusion, University of Portsmouth (and Associate
Director of the Centre for Economic and Social Inclusion) and Dave 
Simmonds, Chief Executive, Centre for Economic and Social Inclusion. Ev 6

Wednesday 2 February 2011 

Cllr Stephen Houghton, Leader of Barnsley Metropolitan Borough Council,
Jonny Boux, Head of Employment Links, Community Links, Caroline Taunt, 
Head of Fundraising (Prime Contractors), The Prince’s Trust, and Christopher 
Knee, Chief Executive Officer, St Loye’s Foundation. Ev 18 

Kirsty McHugh, Chief Executive, and Rob Murdoch, Chair, Employment 
Related Services Association, Sean Williams, Managing Director, G4S 
Welfare to Work, Richard Johnson, Managing Director, Serco Welfare to 
Work, and Laurie Russell, Chief Executive, The Wise Group. Ev 27

Wednesday 14 March 2011 

Rt Hon Chris Grayling MP, Minister for Employment, Mark Fisher,
Jobseekers and Skills Director, and Alan Cave, Delivery Director, 
Department for Work and Pensions. Ev 39 

 

List of printed written evidence 

1 St Loye’s Foundation Ev 58 

2 The Prince’s Trust Ev 60 

3 G4S Ev 62 

4 Department for Work and Pensions Ev 67 

5 Community Links Ev 72 

6 Wise Group Ev 75 

7 Employment Related Services Association Ev 77 

8 Correspondence between the Chair and Rt Hon Chris Grayling MP, Minister for 
Employment Ev 82 
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List of additional written evidence 

(published in Volume II on the Committee’s website www.parliament.uk/workpencom) 

1 Association of Disabled Professionals Ev w1 

2 Remploy Ev w2 

3 RNIB Group Ev w5 

4 Faculty of Occupational Medicine Ev w9 

5 Dorset County Council on behalf of CEDOS/ADEPT Ev w9 

6 Reed in Partnership Ev w11 

7 London Borough of Newham Ev w14 

8 James Peter Cusack Ev w16 

9 Royal National Institute for the Deaf Ev w17 

10 Seetec Ev w20 

11 Local Government Association Ev w26 

12 Royal British Legion Ev w28 

13 Lifelong Learning UK Ev w29 

14 Confederation of British Industry Ev w32 

15 Social Firms UK Ev w35 

16 Public and Commercial Services Union Ev w37 

17 Age UK Ev w40 

18 A4e Group Ev w43 

19 Association of Colleges Ev w49 

20 Centre for Mental Health, Mind, Rethink and the Royal College of  

Psychiatrists Ev w52 

21 Working Links Ev w55 

22 Barnardo’s Ev w57 

23 Association of Learning Providers Ev w60 

24 Papworth Trust Ev w65 

25 My WorkSearch Ev w67 

26 BTCV Ev w71 

27 Scope Ev w74 

28 Scottish Association for Metal Health Ev w77 

29 Association of Chief Executives of Voluntary Organisations Ev w80 

30 Mencap and The National Autistic Society Ev w82 
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