
 

NAO Report on Welfare Reform: Lessons Learnt 
 
The National Audit Office published on 29 May a report ‘Welfare reform – 
lessons learnt’.  In it, the NAO reflects on the DWP’s welfare reforms during 
the last Parliament and it makes a number of recommendations. 
 
Focusing on the Work Programme, Universal Credit, Employment and 
Support Allowance, Personal Independence Payment, child maintenance and 
Housing Benefit reforms, the NAO provides a balanced view of what went 
well, what didn’t, and how future practice could prevent problems with roll-
out from recurring. 

 
On the positive side, the report concludes that “the Department has 
accomplished a great deal in the past five years. It has taken on an 
unprecedented number of reforms while cutting costs and managing a surge 
in demand following the economic downturn. The Department has shown 
that it can introduce and adapt programmes flexibly in the face of 
uncertainty. And it has continued to make progress in difficult major 
programmes despite early failings.” 
 
The NAO clearly advocates the incremental roll-out of new programmes - a 
point that will resonate with providers, since the Work Programme was 
launched using the opposite ‘big bang’ approach. 
 
However, the report is critical of DWP in a number of areas, including 
planning, management information systems, and the roll-out of major 
reforms during a time of staff downsizing. 
 
Key Points Involving Providers 
Slow starts, uncertain volumes and poor performance on the Work 
Programme have led to the NAO surmising that “the Department assumed 
greater responsiveness by third-party providers, without fully understanding 
whether they could anticipate, or cope with, changes to operating 
assumptions”.  
 
This point is underlined with the observation that “for some programmes the 
Department assumed providers could respond more quickly to changing 
circumstances, leading to poor performance and impacts on benefit 
spending”. 
 
The Payment by Results cost efficiencies of the Work Programme, as well as 
the ending of ‘pre-Work Programme’ provision such as the Support Contract, 
lead to the finding that “between 2010-11 and 2013-14 the Department 
reduced its spending by 18% in current terms.  Of these reductions, 46% 
related to reduced expenditure on employment programmes”. 
 
The report is critical of DWP in not allowing delivery partners to challenge 
assumptions when planning reforms/programmes, pointing out that “in some 
cases the Department has not discussed and developed assumptions with 
stakeholders or delivery partners”.  
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Report Recommendations 
The NAO has summarised its recommendations under three headings. 
 
1. Plan more openly for the possibility of failure.  Departmental planning should set out 

critical working assumptions, the consequences of any variances, and the Department’s 
possible response.  The Department should anticipate that assumptions are likely to be 
wrong, beyond simply cautioning that impacts are uncertain.  It should think through 
contingency arrangements rather than assuming risks can be mitigated or dealt with 
after the fact.  
 

2. Design management information into programmes from the start.  The value of 
management information is to clarify processes, flush out inconsistent interpretations (or 
gaps in responsibilities) and identify risks. Departments should also develop leading 
indicators of performance at likely points of risk across a process. 
 

3. Build an integrated view of portfolio risks and capacity.  (DWP should have) clear 
measures of programme needs and available capacity.  The Department should also be 
extremely wary of undertaking major business reorganisation at the same time as 
introducing several large programmes.  

 
Points that will be of most consequence to providers include recommendations that: 
 
 DWP should be more realistic in their planning of volumes 
 A stronger planning emphasis is put on identifying the consequences of volume 

fluctuations to the market (e.g. bottlenecking) 
 A better understanding is made at the planning stage of the need for programmes to 

bed in, and the operational consequences of initial low volumes 
 Users and delivery partners are allowed to discuss and challenge planning assumptions  
 Clear responsibilities are set for managing the consequences of variation, to avoid a 

repeat of the Work Programme - wherein DWP assumed that providers would react 
more quickly 

 DWP should understand interactions across government and needs to fight against the 
risk of interpreting its own role (and accompanying risks) too narrowly 

 When planning reforms, DWP needs to make assumptions about how other parts of 
government and third-party providers will interact with new processes and systems. 

 
These final two points resonate strongly with AELP in our ongoing drive to see government 
departments, particularly DWP and BIS, work more closely on shared/complementary 
objectives. 
 
Of course it remains to be seen how fully DWP embraces these recommendations, but in 
AELP’s view, the report could not have been published at a better time.  Both the Work 
Programme and Work Choice have less than year of referrals remaining, and the DWP is 
currently compiling its requirements for the successor programme(s).  Market involvement 
in challenging assumptions, anticipating issues and ensuring cross-departmental alignment 
could be significant factors in ensuring that the new programmes will be a success. 
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The full NAO report, as well as a summary document, can be read here: 
http://www.nao.org.uk/report/welfare-reform-lessons-learned/. 
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