
 

DWP Commissioning Strategy 
 
The Department for Work and Pensions (DWP) published its Commissioning 
Strategy for welfare-to-work services on July 31st 2014.  It was informed and 
developed by analysis and evaluation of welfare to work programmes in the 
UK and abroad, consultation with stakeholders and from the 92 formal 
responses to the public consultation held in 2013.  AELP’s response can be 
found on our website using this link. 
 
This paper sets out the key points of the new Commissioning Strategy with a 
particular emphasis on the interests of AELP members. 
 
 
1. Approach 
The Strategy declares an intention to “broaden (DWP’s) thinking and look to 
develop new ways of commissioning” by using a range of different 
approaches.  It recognises the need for extended partnership working at all 
levels in order to drive best value, acknowledging that this be in terms of 
quality rather than just price.  
 
It emphasises the need for social value from its procurement and also the 
need to encourage economic growth by ensuring the engagement of small 
and medium-sized enterprises (SMEs) in the welfare to work market, either 
directly or through supply chains.  It commits to ensuring diversity in the 
market and for “regular opportunities at all levels” through their 
commissioning. 
 
There is recognition of the need for contracts to be of sufficient length in 
order to attract investment and to assure viability.  Large-scale DWP 
commissioning will remain centred on national, centrally designed and 
managed programmes in order to optimise possible economies of scale. 
More specialist opportunities and smaller-scale contracting may however 
attract different models including procurement through Jobcentre Plus (to 
enable local flexibilities) or even by third parties on DWP’s behalf.  DWP also 
commit to exploring more opportunities for innovative Social Investment-
based funding models.  
 
The strategy talks more than previously of the need for co-commissioning 
strategies, though comments that “contract structures for larger scale 
programmes will rarely allow for full aligned boundaries with all our potential 
partners”.  
 
It highlights pilots and evaluations in co-commissioning undertaken with 
Public Health England, the Department of Health and Ministry of Justice but 
in the case of skills confines itself to working with BIS and the SFA “to 
develop the alignment between the employment and skills systems”. 
 
The strategy makes only passing mention of the Employment-Related 
Support Services (ERSS) Framework, which is due to expire in 2015, and gives 
no indication as to how or if it will be renewed or used in future. 
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2. Provider capability 
The core provider capability framework set out in the 2008 Commissioning Strategy has 
been retained and added to, with DWP placing an increased emphasis on management 
capability, governance, controls and partnerships.  In response to criticisms of its ability to 
provide meaningful forecast data on which providers can base business models, the strategy 
commits to continue to develop its own capabilities in this area but warns that providers 
“will always need to accept some risks around the fluctuation in volumes”. 
 
The Strategy states that DWP will work collaboratively with trade bodies and membership 
organisations to support capability-building activity for prospective providers and welcomes 
the creation of the Institute of Employability Professionals (IEP) as part of this approach. 
 
 
3. Market stewardship and supply chains 
While remaining committed to stewarding the market and the maintenance of engagement 
forums with primes, the Strategy stresses that prime providers will carry a responsibility to 
steward and develop the market beneath this level.  DWP will not define the detail of supply 
chain structures but considers that its existing Code of Conduct sets out the key principles 
governing the values and behaviours of healthy, high-performing supply chains. 
 
It recognises the need for DWP to facilitate the formation of supply chains, consortia and 
other partnership models with “sufficiently long pre-procurement and procurement phases” 
and will monitor the use of SMEs in future large-scale programmes.  It also aims to take a 
“more structured and standardised process to minimise transaction costs” in order to level 
the playing field for smaller organisations to bid for larger contracts, including the possibility 
of standardised Expression of Interest forms to construct supply chains.  Possibly in 
response to criticism that DWP do not have sufficient line-of-sight to current subcontracted 
delivery chains, they will hold a “periodic forum for smaller providers and subcontractors to 
complement our strategic engagement with prime providers”. 
 
The Strategy states that DWP will “seek to make increasing amounts of information 
available to the market on who is participating below prime level and their performance”, 
while performance information generally for major welfare-to-work programmes will be 
accompanied by transparent cost information and independent evaluations. 
 
The Merlin Standard will continue to be a benchmark indicator of supply chain health and 
behaviours, and DWP will increase the focus on clarity around management fees and 
relative risk-bearing arrangements. 
 
 
4. Service design and performance 
The Strategy recognises the link between service specification and design and performance 
and believes that “where DWP specifies more of the service delivery model, there should be 
a greater fee for service.  Where DWP specifies less and providers have the opportunity to 
design more of the service, there will be a more outcome-focused payment model”.  
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However, it expects outcome-focused payment models to remain a prominent feature of 
future programmes, indicating no substantial movement away from the current ‘black box’ 
ethos.  Service Standards will nevertheless be set for future programmes and where delivery 
falls below these agreed standards, DWP will take “robust action”. 
 
The Strategy also states an intention to develop an approach to properly incorporate past 
and current performance into tender evaluations, recognising that by not doing so 
competition is undermined, acting as an effective penalty on providers who deliver.  
Furthermore, to help DWP identify providers best able to deliver the required outcomes, 
they will “shift the balance in our tender evaluation process toward quality from price”. 
 
Performance management and control regimes will continue to be developed built on 
robust and clear information, and the DWP will review its overall performance management 
metrics to identify any perverse incentives.  Underperformance will be responded to 
“quickly, fairly and robustly” with reference to what is termed a “viable failure regime” 
within commissioning arrangements. 
 
 
5. AELP summary view 
AELP generally welcomes the new Commissioning Strategy as giving a basis on which to plan 
future business opportunities. 
 
In essence it does not signal any radical movement from the status quo and we can probably 
expect that larger contracts will continue with large contract package areas containing a 
small number of prime providers in each.  The lack of mention of the role of the ERSS is 
interesting but it would be unwise to speculate how significant or otherwise this may be at 
this stage. 
 
The general commitment to try and increase the ability of SMEs to engage in DWP contracts 
is welcome, as is the shift of tender assessment from price to quality, a move for which AELP 
has been lobbying for some time, and the explicit recognition of the role that previous track 
record plays in determining a tenderer’s suitability to deliver.  Track record should include 
current performance once the statistics have been verified and evidence from other 
contracts with the activity is similar.  We also welcome the increased focus on smaller and 
more specialist tendering opportunities at more local levels. 
 
As a key representative body, we will of course welcome any opportunity to work with DWP 
on capacity and capability-building opportunities, and will continue our backing for the work 
of the Institute of Employability Professionals (IEP) in this regard. 
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