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Foreword

from the Prime Minister

This Government is committed to a radical reform of the welfare state. The system
was created 50 years ago, when society was very difterent. So much has changed
since: job mobility instead of the ‘job for life’, more women going out to work, more
people having occupational pensions and other savings, and the increase in single-
parent families. The welfare state must change too.

We need a modern welfare system, which meets today’s needs. We have set out to
build it, based on the principles of work for those who can, and security for those
who cannot. Earlier this year we produced a clear statement of our aims and
principles in New ambitions for our country: A NEW CONTRACT FOR WELFARE.
This also included a commitment to a programme of individual reforms, starting with
the child support reforms published earlier this month, and set out targets so that
everyone can see the progress we are making.

‘We made the task of tackling fraud one of our early priorities. This is because public
support is vital for welfare reform, and public support is eroded by the failure to stop
people defrauding the benefit system.

We are also taking a new approach to cracking down on fraud. Previous governments
had made some advances in detecting fraud once it had been committed. We will
build on this. But we need to go further. Our strategy includes two radical new
approaches.

First, we will minimise the opportunity to commit fraud in the first place by
improving the administration of the benefit system. When the chance comes up, we
will also redesign benefits themselves to make them far more difficult to abuse.

Second, we will work across boundaries — with all Government departments, and
with local authorities and others — to share expertise and create a professional
approach to anti-fraud work.We will work in partnership with banks, insurance
companies and others who have experience of large-scale, organised fraud to keep
one step ahead of the criminals.

All kinds of fraud, from petty ‘fiddles’ through to criminal gangs setting out to
defraud the system of hundreds of thousands of pounds, take money away from where
it is needed most. We have a duty to stop it being syphoned off by fraudsters so that
we can improve services for those genuinely in need. _ -
The sheer size and complexity of the social security system makes this a real
challenge. We must make sure that those in need do not lose out and we must deal
effectively with hundreds of thousands of transactions every day quickly and
accurately. Designing fraud out of the system, and working together to beat the
criminals, will help us achieve this.
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This Green Paper sets out what we have achieved in the last year and the steps we are
taking this year and beyond. It also asks for your views on the best way of tackling
fraud. Public support for our anti-fraud initiatives is vital. That is why we are
publishing this consultative paper, and why we will report every year on the progress
we have made.

Prime Minister
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Summary

Introduction

1 The Government is committed to creating a modern welfare state which meets the
needs of society today. The new welfare contract which the Government is building
with the nation, gives equal weight to ensuring:

e a first class modern service which responds to individual
beneficiary’s needs; with

e those who are eligible, claiming and receiving their entitlement;
and with

e benefits going only to those who are entitled to them.

2 Such a system relies crucially on public confidence that the money they contribute
1s spent wisely and securely. However, that public confidence cannot be sustained if
fraud pervades the system.

3 Social security fraud is a threefold evil:

e it is stealing billions of pounds from the public;

e it takes money which could otherwise be spent on those genuinely
in need; and

e it strikes at the roots of public support of our welfare system.

4 That is why a strategy to counter fraud is central to the Government’s agenda for
welfare reform.

Vision
5 Our vision is continuous improvernent:
e to minimise fraud in the social security system, so as _

e to maximise the resources available to meet need, and

e to enhance public confidence.
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Twa lavel of fraud

6 We will never know exactly how much fraud there 1s m social security. By s
nature, fraud is concealed. On a conservative estimate, fraud steals some £2 billion
a year from the total programme spend of £100 billion.

e That £2 billion could be used to meet the cost of Income
Support for the one million pensioners who do not currently take
up their entitlement and to pay £2 a week extra in Child Benefit
for 12 million children. |

7 The sums at stake could be very much larger, around /7 billion a year if suspicion
of fraud 1s included.

e L7 billion would cover the cost of Income Support take up for
the one miillion pensioners plus paying every pensioner a £10
bonus each week.

8 Details of these estimates, and an account of the weaknesses in the current systems
are in Chapter Two.

9 Fraud occurs in many ways. The public assumes that most fraud is low value, for
example the individual working while claiming, or a mother claiming as a lone
parent but living with a partner. Even these frauds, which start out relatively small,
can end up costing far more.

e One woman stole nearly /£60,000 by fraudulently continuing to
claim a pension after her mother’s death.

10 The public is less aware of fraud by landlords and employers.

e A landlord received /2,500 Housing Benefit each week for
50 ‘tenants’ in properties controlled by him; only 10 of these
tenants were actually resident, he created 20 fictitious identities,
20 tenants left some time ago and were replaced by new tenants
not on benefit but the landlord carried on collecting Housing
Benefit: a fraudulent income for the landlord of £100,000 a year.

e An employer paid her 20 employees £3.60 an hour, but gave them
time off to sign on as unemployed; her honest competitor was
paying £4.60 an hour: a fraudulent increase in the first employer’s
profits which cost the taxpayer £40,000 a year. -

N

BEATING FRAUD IS EVERYONE'S BUSINESS: securing the future



11 On top of all this, there are a number of far more sophisticated frauds, by organised
criminals, where the sums are much larger.

e One highly organised group of criminals dishonestly obtained
benefit order books in London, and then skilfully altered the
details so the books could be cashed in other parts of the country.:
Losses are estimated to be in excess of /14 million.

e Another organised gang was detected making numerous
fraudulent claims based on false identities at 600 addresses using
forged and manipulated Portuguese identity cards. Losses to
taxpayers amounted to over /2 million.

12 These organised frauds are much more difficult to detect, and would seldom be
identified in the surveys which estimate the overall level of fraud. This is one
reason why the ,£2 billion estimate above is conservative: we cannot with any
confidence estimate the extent of very sophisticated fraud.

Aims

13 The Government’s strategy for tackling fraud, and achieving its vision, is guided by
four aims (see Chapter Three). The aims themselves, and the action planned, have
been set on the basis of the Government’s assessment of the weaknesses in the

~ social security system.

8 aim oo

To devel__c__)p an anti-fraud culture among staff and the public and to
deter fraud. ' '

To create an environment in which the work against fraud can
flourish. :

To develop a highly-skilled anti-fraud profession.
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To develop an anti-fraud culture among staff and the public and to
deter fraud.

14 The problem is that while more than 90 per cent of people see organised fraud as
wrong in all circumstances, only one in five people see low value individual fraud
as serious, and only half would see themselves having any responsibility to assist. the
Government fight fraud. Indeed, less than half believe the Government is really
committed to punishing fraudsters, yet over 90 per cent would welcome greater
punishment for systematic organised fraud.

ourstrategyis:

to demonstrate ‘we mean business in countering systematu:
organised fraud ‘and to present a comprehensive picture of the
types and amounts of all types of fraud to win pubhc support for
tackling the lost opportumnes for public spending across: ‘the board.

To design and operate policies and systems which mnﬁmlse -fréud.

15 This will involve improvements in five areas: benefit design, individual case
management, detection, environment, and evaluation.

Benefit design

16 The problem is that existing benefit rules and business systems are allowing too
much fraud to occur in the first place.

to review the benefit rules, in particular those that are most
frequently broken, to ensure they reflect the right balance between
costs, the level of fraud and, critically, public support for action’
against fraud;

to promote security considerations in any development of new
policy; and

to review funding arrangements so that prevention is rewarded
alongside detection (see also Aim Three).
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Individual case management

17 The problem is that welfare services have often been passive, rather than actively
helping people move towards work and independence, and with an emphasis on
paying out money promptly rather than focusing on accuracy. A number of
prototypes of the Government’s Active Modern service are already operating.

| Our trategy is:

Detection

18 The problem is that however good we become at preventing fraud, most
identified fraud occurs as people’s circumstances change, after an initial claim.
So detection and constant vigilance remains essential.

tec mques of actlve case management and _

to spread expenence among 1nvest1gators t _rough 1mpr0ved
‘_ professmnahsm (see also Aim Four). B
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Enforcemment

19 The problem is that very few fraudsters are ever effectively penalised for their
action. Over the last few years an average of only 12,000 cases were prosecuted,
and 35 per cent of successful prosecutions in Magistrates” Court lead only to
conditional discharge. Practice among local authorities is mixed: some have never
prosecuted anyone for Housing Benefit fraud. ’

Our strategy is:

1cial incentives to do so):

20 We need improved systems for funding and performance measurement.
The problem is that, while the previous Government invested in activities
specifically related to countering fraud, there was less emphasis on incentives and
resources for front-line processing. Fraud investment was established on the basis
that agencies achieve benefit savings from finding fraud, rather than preventing
fraud occurring. In the search for these savings, different agencies were effectively
encouraged to compete, rather than work co-operatively, against fraudsters.

Ot.i_r strategy is:

e to develop more'r_dbii_st approaches to performance measurement,
including local measures of the level of fraud; - —

e to assess investment against these improved criteria for success;
and so 5

e to incentivise proactive work wherever it can deliver reductions in
fraud. & '
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Securing greater co-operation

21 The problem is that our approach to fraud 1s often parochial, with insufficient
co-ordmation and co-operation across Department of Social Security and local
authority benefit administration, with other central government and public bodies
(whose paperwork, for example, helps define identity), or with institutions facing -
fraud in the private sector (for example, insurance and credit card companies)
especially from organised gangs.

: Our strategy is:

e

mvolve new ways of workmg

£ l 'Aim Four

T_oﬂ develop

22 The problem is that a lack of common training across Benefits Agency and local
authorities has led to some fraudsters being dealt with less effectively than others;
and that, in the absence of standards for skills, of good practice, and a code of
conduct, anti-fraud officers do not always apply their skills in a consistent and fair

way.

our gt_rat'ggygis: -

e to estabhsh z_intl ftaud ‘work on a professional basis, with
professmnal t ing and accreditation, principles of good practice
and conduct n owng,',as these practices are put in place, towards a
highly professmnal body of anti-fraud staff. S

23 Further details of the Government’s approach in each of these areas are set out in
Chapters Four to Seven. A timetable of action is in Chapter Eight. The
Government’s view of the system in 2020 is in Chapter Nine.
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Conclusion

This Green Paper sets out the overall strategy for tackling fraud. With this
framework set, the task is not only to implement the wide range of initiatives
already identified, but also to be vigilant in identifying further action, monitoring
the changing patterns of fraud in order to frustrate new attacks. '

The Government is committed to making a difference on fraud, as a key element
of its plan to create a modern welfare state, in which the people can have
confidence.

‘We have the responsibility to put things right. This Green Paper sets out the
Government’s strategy. We would welcome your views.

Please write to the following address:

The Fraud Green Paper Consultation Team
Department of Social Security

6th Floor

The Adelphi

1-11 John Adam Street

London WC2N 6HT

You can also respond by using the following email address:
counterfraud@ade004.dss.gov.uk
Comments should reach us by 30 September 1998.

Responses will normally be available to the general public unless you specifically
ask us to keep your views confidential.
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Chapter One

1.1

1.2

1.3

1.4

1.5

1.6

Introduction

Our commitment to reform the welfare state 1s central to the Government’s plans
for the modernisation of Britain, in this Parliament and beyond. Crucial to our
success will be public support. To maintain that support we must be able to show
that the system is secure, with money only going to those who are entitled to it.

While stamping out fraud is therefore central to our welfare reform aims, it is only
one of a number of objectives to which the Government gives equal importance.

The new welfare contract which the Government is building with the nation gives
equal weight to ensuring:

b -__\_;.f.;‘;a first class m.

n's ';atvice’ which responds -to-.-ir_idi idual
- beneficia; e

2>

re-eligible, claim and receive their entitlement;

and

e that benefits go only to those who are entitled to them.

In this new welfare contract, the Government’s duty is to design a secure system
and deliver an Active Modern Service. In return, it is the citizen’s duty not to
defraud the system.

This Green Paper sets out the Government’s strategy for tackling fraud, taking
forward the seventh principle in our Green Paper: New ambitions for our country:
A NEW CONTRACT FOR WELFARE, that:

o the system-_;._ghouidenéourage openness and honesty and the
gateways to benefits should be clear and enforceable.

The Green Paper covers:

e how 'r'huch-:f?audﬂﬁthére is now and the weaknesses in the present
~system which make social security fraud so easy (Chapter Two); -

e our strategy for the future, built around four aims which address
the current weaknesses (Chapter Three); e -

e our plans f{_)i; delivering each aim (Chapters Four to Seven);
e a timetable of action (Chapter Eight); and

e our vision for social security in 2020 (Chapter Nine).
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Chapter Two

Where are we now?

2.1 With expenditure of £100 billion a year, social security is by far the largest single
Government budget. The great majority of our customers are honest. But we are a
large organisation dealing with money and information and, in common with
similar institutions such as banks and insurance companies, we are a target for
organised and opportunistic fraud and abuse.

2.2 Internal Department of Social Security reviews confirm that our budget is under
attack from two quite different directions:

o froma large nuh'—iber=,:-.of individuals, finding ways to commit fraud
among the plethora of detailed rules governing the benefits; and

(= ﬁomiedjrgéﬁ'i_sedf t'terﬁpts'at:.major fraud each involving enormous

sums of publi oney.

2.3 The system’s complexity also means that we are vulnerable to mistakes leading to
incorrect payments, even where there is no intention to defraud. For example, with
33 million changes of circumstances reported each year to the Benefits Agency
alone, there is substantial scope for error. Claimants do not always fully understand
when to report a change, what to report, or whether a call to one agency notifies
all the others that might also be involved. The collection and assessment of millions
of pieces of information over many years has also produced a system where the data
is not always reliable and includes fraudulent identities.

The level of social security fraud and incorrect payments

2.4 Measuring the level of fraud in the system is difficult. By its nature, fraud is
concealed. But, since we have personal details for everyone in receipt of benefit, it is
possible to investigate samples of claims in detail to try and establish levels of fraud.
Starting only as recently as 1994, the Department of Social Security has run a series
of reviews of fraud and incorrectness in individual benefits — the Benefit Reviews.
Beginning with Income Support and continuing with eight other benefits
including Housing Benefit, Disability Living Allowance and Retirement Pension,
these reviews have so far covered some 84 per cent of annual benefit expenditure.

BEATING FRAUD IS EVERYONE'S BUSINESS: securing the future 11



2.17 Third, while the ability to detect fraud once it has occurred improved considerably

under the previous Government, there remain weaknesses because:
e there is still limited use of data across different systems to identify
suspicious cases;

e the current financial incentives promote competition between
« different agencies, rather than co-operation; and

taff,in particular in local authorities, .
support, external recognition, and the

2.18 Fourth, the procedures to sanction fraudsters at the lower end of fraud have up to

now been largely ineffective. In recent years an average of only 12,000 cases were
taken to court by the Department of Social Security, and 35 per cent of successful -
prosecutions in a Magistrates’ Court ended in a conditional discharge. In many local
authorities there are no prosecutions at all for Housing Benefit fraud. The low
numbers of sanctions, and the inconsistency of approach across the social security
system, significantly undermines the deterrence not to commit fraud.

2.19 Fifth, the approach to fraud is too parochial, with insufficient co-ordination

-®  across D_epartmet'ltief Social Security agencies and local
authorities involved in front line benefit delivery, where local
agreements have not been as effective as they should be;

) : of 4 :entral government (for example, with
'Departtnents responsﬂ:le for documents such as birth certificates
.~ or passports, or proof f immigration status); and

e with the private sector espemally where organised fraud is
' concerned. 5

2.20 We will not make substantial inroads into fraud by continuing with piecemeal

2.21

initiatives. We need a major change in gear. This requires a clear statement of
strategy, and the political commitment to deliver on fraud, working in partnership
with others across the public and private sectors.

Conclusion

There is clear evidence that very substantial sums are being paid incorrectly, both in
genuine error but also because of fraud. The systems for delivering social security,
and the environment in which they operate, do not produce thé level of security
necessary for a modern service.

2.22 To change this, the Government is committed to a systematic, across the board,

assault on fraud and incorrectness. Our strategy is set out in the following chapters.
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Chapter Three
Our strategy

3.1 The Government is committed to creating a modern welfare state which meets the
needs of society today.

3.2 Such a system relies crucially on public confidence that the money they contribute
is spent wisely and securely (and most citizens on state benefits manage without
recourse to fraud). However, that confidence cannot be sustained if fraud pervades
the system.

3.3 Fraud in social security is a threefold evil:

e it=;.:t_a__k'e"_:s---money%;3w11i :
genuinely in need; and

e it strikes at the roots of public support of our welfare system.

3.4 This is why the Government has made it a priority for welfare reform to crack
down on fraud. Our new welfare contract spells out the duties of Government and
the duties of citizens. One key element of this new contract is the duty of the
Government to devise a system that is transparent and open, and gets money to
those in need. And the reciprocal duty of the citizen is not to defraud the taxpayer.
Vision

3.5 It is important also that positive consequences of tackling fraud are kept clearly in
sight. So our vision is continuous Improvemert:

e to minimise fraud in the social security system, so as

e to maximise the resources available to meet need, and

e to enhance pub]ic confidence.

3.6 The Government has set out four aims, to give direction to detailed measures to
deliver this vision.
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To develop an anti-fraud culture among staff and the public and to
deter fraud. '

3.7 Everyone has a responsibility in the fight against fraud.

3.8 Public attitudes can be a significant deterrent to anti-social behaviour, whether
defrauding the social security system or, for example, drinking and driving. There is,
though, no common attitude across all types of fraud, with small scale fraud almost
condoned in some minds, despite the large total cost and the impact on public
confidence. The Government is intent on enlisting support for our strategy by
presenting an accurate picture of the types, scale and significance of fraud and by
ensuring that small scale fraud is avoided through efficient operation of the social
security system.

3.9 Those claiming benefits must understand their duty to back claims with evidence,
and report changes in their circumstances. Staff delivering benefits and working
with National Insurance accounts must understand the central place for accuracy
and security.

3.10 The role of education, to influence attitudes and deter fraud, is therefore key to the
success of the strategy.

16
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To design and operate policies and systems which minimise fraud.

3.11 Because we deliver social security through a very large and complex system, fraud
can occur in many ways. We are committed to improvement through delivery of
our Active Modern Service. We must seize the opportunity to build security into
our redesigned systems from beginning to end: from the design of policy through
to the delivery and policing of benefit payments. We must leave behind the world
where anti-fraud work is synonymous only with reactive detection and
investigation. We need a comprehensive strategy across the whole spectrum of
prevention, detection and enforcement.

‘Il Aim Three

3.12 We need to work against fraud in an environment that itself encourages and enables
that effort. We must ensure that the funding of social security administration, and
the financial incentives in the system, favour prevention and do not simply reward
detection. In turn, we must build greater co-ordination across local and central
government, and across the public and private sectors, for a sustained drive against
fraud. We will need the help and co-operation in particular of local authorities and
the Audit Commission, working alongside the Benefit Fraud Inspectorate.

H Aim Four :
To develop ahighl%,—'skiﬂed anti-fraud profession.

3.13 Current images of staff who tackle fraud are misleading. Fraud has for too long
been seen as unimportant, and work to tackle it has been seen as obtrusive, or
even draconian. The need for expert staff to tackle fraud has not been considered
a priority. Yet in drawing up an effective strategy for anti-fraud work, we must deal
with highly professional, educated fraud entrepreneurs as well as less-sophisticated,
lower value benefit fraud.

3.14 The following four chapters set out how we will achieve each of these aims.
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Chapter Four

Culture

B Aim One

“fraud culture among staff ant

Public attitudes

4.1 Research into public awareness of social security fraud, and attitudes towards it, has
been conducted since the last election.

4.2 This research' shows that three-quarters of people think that, in general,
social security fraud is a crime, and that two-thirds view it as no
different from stealing.

4.3 Most of the public’s direct experience is likely to be of small-scale fraud by benefit
claimants. Publicity around serious organised fraud cases in the courts has led to an
awareness also of organised attacks on the system (often carried out by people from
abroad), but there is generally much less awareness of systematic fraud involving
employers or landlords.

4.4 People tend to differentiate between serious organised fraud and lower level benefit
fraud by claimants. While nearly everyone (94 per cent) considers that systematic
and organised fraud is wrong in all circumstances, there is a degree of sympathy
for people living on benefits who supplement their income by occasional
earnings which they then fail to declare as they should. Only one person in
five currently feels that this type of fraud is a serious matter, with some people
indicating that they could easily imagine how they might do such things
themselves. Such fraud can even be seen as a legitimate activity, with only
half of the people surveyed saying that they would report it.

4.5 Yet such fraud ‘costs’ other people in need dearly. The estimate of fraud in just
Income Support and Jobseeker’s Allowance — £450 million — is equal to paying
over 10 million pensioners £3.50 extra per month, or adding 70 pence to the -
weekly rate of Child Benefit for 12 million children. ) '

4.6 There is also evidence to suggest that the public would welcome greater
punishments for people who commit social security fraud than they believe
currently occur. Nearly everyone (over 90 per cent) thinks that systematic abuse
should be dealt with either by imprisonment or by a fine or repayment order. =

! Counter Fraud Publicity Evaluation: Reesearch Surveys of Great Britain for the Central Office of Information —
Feb 1998; Counter Fraud Publicity Development: Andrew [rving Associates for the Central Office of [nformation
— Nov 1997; Counter Fraud Publicity: Navigator for the Central Office of Information — April 1998.
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4.7

4.8

4.9

The challenge is therefore to demonstrate that we mean business when we say we
will tackle organised fraud. In order to win over public support for the
Government in its strategy of reducing all types of fraud, we also need to present a
more comprehensive picture of the nature and amounts of all types of fraud, and to
explain the public expenditure opportunities which are lost due to high volume,
low value fraud.

Presentation of anti-fraud work

The most effective deterrent for those who would commit fraud which will
always be peer group disapproval and pressure.

Alongside welfare reforms designed to have positive and lasting effects on the lives
of people by encouraging positive behaviour, the communication of our work
and objectives can deter negative behaviour such as involvement in social
security fraud, and tolerance towards it.

4.10 We are not going to change attitudes overnight. The experience of 30 years

of anti-drink/driving campaigning suggests that self-regulating behaviour in respect
of social security fraud is likely to be a long-term goal. We will need to continually
repeat and reinforce our evolving message and to ensure that we get, and retain, full
support from all sections of society and from across the political spectrum.

4.11 Our strategy for changing attitudes includes effective presentation, linking fraud and

welfare reform messages, to enhance public confidence in the system by:

makmg a real econnectlon between savings from fraud Work and

1 well as ldwer lévél b‘eneﬁtkfrz'lud

e %..n:pubhmsmg tough ‘action against people who continue to commit
fraud S : 7 : LhaEs :

° changmg p"erc_eptitjh's of the work of fraud investigators, to get
- away from the image of the snooper; and :

e explajﬁing:-fthe_%pd'siiiivéIl;énéﬁts of new techniques, such as data-
~ matching and the safeguards which exist in relation to their use.-

4.12 The Government will-develop a public communication strategy around these -

themes.
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Staff culture

4.13 As well as affecting public attitudes, it is also important to develop a strong security
culture among the staff administering benefits. Many current staff are only too
aware of fraud, and want to deliver a quality service which is properly secure.

We must build on this, and promote understanding of what we are trying to
achieve. We must ensure that staff understand the importance of adhering to
security requirements, in order to underpin the changes in systems and processes
which are described in the next section.

4.14 We also need a system which acknowledges secure working practices and deals
with insecure practices: a culture of compliance with the security rules and
procedures that we create. While developing better policies, techniques and
training, we must also require managers and staff to operate systems correctly. In
order to draw on the ideas of staff for improving performance against fraud, we
need regular and structured feedback from frontline staff to managers.

4.15 The security culture and attitudes of staff, even those not directly employed in
investigative work, can be positively affected by:

work Obj ectwes' ;

e the weight given to security in performance appraisal and
performance pay processes; and

e provision of better fraud awareness and training.

4.16 We must also promote understanding of, and commitment to, our strategy by other
departments and organisations whose work can impact on our security. While
fraud has risen up the political agenda in recent years, we must do more to ensure
that our plans for tackling fraud receive appropriate support and resources.

Other factors influencing culture

4.17 Progress in other areas covered by this report will also play a major part in bringing
about an anti-fraud culture, for example by:

e providing an efficient service to claimants and one where secunty
is clearly a prlorlty A good example is the service we are
developing for single mothers which simplifies their initial cialm
to benefit, but also allows us to maximise compliance with child
support rules with staff trained to recognise and refer incidents of
potential fraud to the Benefits Agency; - s

e devising effective staff targets and incentives. An example here is
the new performance indicators which we are testing with staff in
Yorkshire, focusing on the quality of investigations rather than —
simply measures of detection; and g - -
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e developing the professionalism of staff engaged on fraud and
security work. A joint team of Benefits Agency and local
authority fraud investigators has just finalised an agreed set of
training modules for core and advanced fraud investigators — a

first step towards common standards across the two groups of
staff.

Evaluation of attitudes

4.18 Current public attitudes on social security fraud have already been benchmarked,
and the key results are set out in this chapter. The Government will repeat this
research to inform our programme of culture change, and evaluate its impact.

22
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Chapter Five

Developing security from beginning to end

5.1 Our strategy of combating fraud is integral to the development of a modern
service.

5.2  Welfare services are:

5.3 The transformation of one of the largest and most complex systems in the
country in order to achieve an Active Modern Service requires a disciplined and
comprehensive approach. The system involves 90,000 staff in the Department of
Social Security, 15,000 in local authorities, and 30,000 in the Employment
Service operating from literally hundreds of sites and reliant on numerous and
diverse computer systems. Building a modern service will not come about by an
initiative here or there.

5.4 This breadth of approach and discipline is required particularly when tackling
fraud and unintentional error. There are many ways in which fraud and error can
creep into the social security system. We need to look across all our processes,.

from beginning to end, and systematically evaluate risks and 1dent1fy counter-
measures. '

5.5  Some of the risks lie beyond immediate Department of Social Security
responsibilities. For example, claims for Child Benefit rely significantly on the
child’s birth certificate, but the responsibility for the issue of these certificates lies
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5.6

outside the Department of Social Security. So we must look across organisational
boundaries, working with other parts of central government, with local
authorities and other public bodies, and with the private sector.

This chapter sets out the Government’s strategy to minimise fraud and error, from
the beginning to the end of our systems.

How. we will prevent fraud and error through benefit design

24
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W 51 BENEFITDESIGN -

Prevention by design

5.1.1 The fight against fraud has evolved over time. First, there has to be recognition .
that there is a problem. In the United Kingdom, this has only happened at the -
political level recently. Once identified as a problem, the initial response was to
find occurrences of fraud and stop them. This focus on detection can be driven
by measurable activity and targets, and has so far been the mainstay of anti-fraud
work in the social security system.

5.1.2 The prize, though, is to go a stage further and prevent fraud from occurring in
the first place. This will save more, both in the cost of administering benefits (by
cutting down on rework of claims and the cost of recovering benefits) and the
costs of benefits themselves (since even the best detection systems cannot catch all
fraud). It will also boost public confidence in the system.

5.1.3 The social security system is extremely complex. The rules governing Income
Support, just one benefit, cover many pages of legislation. This creates an
environment where those claiming benefits, and in some cases the staff
administering the benefits, can easily be confused or make mistakes.

5.1.4 A distinction needs to be made between people who deliberately claim
fraudulently and those who are confused by the benefit rules. The Government
has a duty to ensure people are not caught out by the complexity of the system.
That is why the Government has already taken steps towards introducing clearer
rules, which are more readily understood and better communicated.

5.1.5 Before October 1997, benefit was paid on proof of need and not, for example, on
proof of identity. But now all claims for Income Support require the claimant to
produce all the necessary supporting evidence requested on the claim form before
the claim is processed and benefit is paid. Further improvements are also planned.

ial Security Act contains rneasﬁreé'{tb- sirnplify and
lecision-making and appeals in order to create a
clearer system for customers and: staﬂ' In addition,
Social Fund loans should encourage customers to
est and accurate information.

e of Natwnal Insurance contrtbutzon will be snnphﬁed
il 1999 replacmg four rates with a_ smgle _rate for
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5.1.6 The detailed rules governing benefit entitlement, and contribution conditions,
may also encourage behaviour which is fraudulent. Much of the fraud identified
in Benefit Reviews stems from claimants breaking one of three key rules:

e the rule that reduces income-related benefits when earnings
cross a low weekly threshold;

the rule ha means that two people declarmg that they live

5.1.7 At a conservative estimate, fraud around these three rules amounts to £1.3 billion
a year in Income Support/Jobseeker’s Allowance and Invalid Care Allowance,
rising to £ 1.7 billion if Housing Benefit is included.

5.1.8 The principles behind these rules are clear, but each involves a trade-off. The
earnings rules are unchanged since their introduction in 1988: for example, the
weekly amount which can be earned by a single person without loss of benefit is
£5.This ensures that Jobseeker’s Allowance is quickly reduced as earnings rise, but
only if they are declared. Wherever the threshold is set, some individuals will not
declare earnings. But a low threshold can also make the wider public tolerant of
such behaviour, and undermine support for action against fraud.

: r'i'eitiirafiﬁzis’h? mprove their own lot, the level of fraud and the
& pubhcs m]lmgness to support action to police rules.

5.1.9 More generally, all policy development needs to take account of the scope for
improving the security and integrity of the social security system. There will
always be competing objectives in developing policy, in particular between
customer service issues, costs of administrative systems, and action to make benefit
payments correct right from the start of a claim. Since new benefits are not
designed and introduced very often, it is important to take the opportunity to
ensure that, wherever possible, any changes in information technology or changes
to benefit rules are accompanied by raising the defences against fraud of
existing benefits. But concerns about security and integrity have taken too low a
priority, reflecting the low awareness of fraud generally amoiig politicians and
policy makers.

e The Government is now exploring what are called risk =~
management techniques. This approach highlights the areas and -
actions most open to fraud. The results of these studies are
being used to shape anti-fraud policies as well as the most
effective deployment of staff.
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M 52 INDIVIDUAL ACCOUNT MANAGEMENT

Prevention through the active management of new cases

5.2.1 Securing the gateways to the National Insurance system and to benefits is a
critical step in preventing fraud and unintended error. A successful, but fraudulent,
claim for Child Benefit could go on robbing the taxpayer for 19 years. A fraudster
who successfully establishes a false identity could have a lifetime of opportunity to
cheat the social security system, unless adequate checks are carried out routinely.

| Example (0] :

ST

5.2.2 The Government has already taken several steps to tighten up gateways to the
systern:

clalms are planned for 1998/ 9 investment of
",{,‘46 8 nrulhon' with expected savmgs of ,(;733 inl]llon.
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Since October 1997, prior to payment, all claims to Income
Support require customers to confirm their identity as well as
their need for the benefit (Section 19 of the Fraud Act). In
parallel, as a result of the Benefits Agency Evidence Project,
Benefits Agency staff have been using a thorough and detailed .
approach to handling new claims for Income Support, which ensures that
all relevant ¢ evrdence is gathered checked and thoroughly;

parents,,":
Estimate

Support Agency inc :ea ed from _]ust under half to around
three-quarters. P ‘e"‘_:ously almost half of all application forms

returned involved: ‘lazrmng ‘good cause’ for not co-operating

with the Child Support Agency Under closer working, genuine

‘good cause’ rs,ldgnj:lﬁed sooner and dealt with quickly, offering -
a better service to'the customer. Further phases of closer working
initiatives between the t{vé;zagencies are already planned.

28
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e The Contributions Agency has further developed a
comprehensive logging system which ensures that all
applicétions for National Insurance numbers can be accounted
for and tracked through the system. The statistical information
available from the system will be used to identify trends and will
be used in future risk profiling initiatives. "

5.2.3 The Government will build on this initial platform over the rest of the Parliament.
The priorities will be determined from a continuing learning process, identifying
the risks and weaknesses in the management of new claims, and targeting
investment where it will be most effective. Plans for the future already include:

t is strengthenIng the vettlng procedures in
taﬁ' 1nvoived in issuing National Insurance

is a'voluntary code, which some 100 Jo it srhiositis
: a fdeaded to 1mp1ement Local authorities have been
: _,1nv1ted to apply for extra funding this year — £15 million has

~been made‘ avallable - to help them implement the Framework;

e ‘roll out of the Personal Details Computer System to all benefits
; tered by the Benefits Agency. For the first time, this will
smgle conmstent database of personal details — against
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5.24

5.2.5

5.2.6

which to check any new claims — rather than the present, often
inconsistent data held on several systems. Income Support is
being taken on in 1998, followed in 1999 by Jobseeker’s Allowance,
Retirement and Widow’s Pension, Incapacity Benefit and short-
term benefits. By the end of 2000, all benefits will use this system.
All this will improve service to claimants while at the same time '
securing taxpayers money much more effectively; and

'5"9'loca1 aﬂ‘tha*i-ity staff’ ﬁadrm"‘:"' tering’ Housing Benefit/Council Tax
eT1e h on—hne access to contemporary

come Support and ]obseekers
Allowance. Th1s will' enable Tocal authorities to check current
details held by the Benefits Agency against those clammng 5
Housmg Benefit/ Councﬂ'TaX Beneﬁt e

g fi

Prevention through the management of continuing cases

In addition to preventing fraud by securing the gateways to the social security
system, we must also prevent fraud and error creeping in once benefit is in
payment, or a National Insurance account established. From the results of the
Benefit Reviews we believe that in some 70 per cent of cases, benefit fraud and
error began after the initial claim.

Here we need the active support of voters. In countering fraud it will help the
Government if individuals pay careful attention to when they should report
changes in their circumstances. Our Active Modern Service aims to make such
reporting easier. The more individuals help in this way, the more staff will be able
to concentrate their attention on tracking down serious abuses.

The Government has already taken action to improve the security and integrity
of claims once they are in the system. The measures implemented so far are
shown in the box below.

e In 1996/ 97 1.19- nnlhon clalrns were sub_]ect to targeted reviews
in order to check continued entitlement. During 1997/98, this
figure rose to 1.61 m1]hon cases (an increase of 35 per cent).

All these_ rev;e_ws 1nvolve d&rect contact Wlth claimants often by
: i ’:.{ n 1997/98 rev1ews generated ,{;212 :

,er of targeted rev1ews planned for

1998/99 ha 1ncreased by 700 000, to 2.2 mllllon, Wlth ahnost all

this increase focused on home visits. 5

e An extenswn of data matchmg across different benefit computer
systems, which identifies cases to investigate (for example, where
earnings are declared on one system but not another, or where
two claimmants are making separate claims for the same children).
In 1997/98 the service in the Benefits Agency generated somme
137,000 referrals resultmg in reported savings of £84 mﬂhon

30
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e The introduction of a new data-matching service for local
authorities which matches Housing Benefit/Council Tax Benefit
data against that held by other local authorities and with
Benefits Agency data on a quarterly basis. The service is still

rolling out, with over 200 local authorities live so far. This .

service for local authorities has generated over 30,000 referrals

to date, wit 45 million in savings.

_-month programme o_f Ai'ea Bean it
Income Support and _obseekers

5.2.7 At present targeted reviews form the major part of work to keep claims correct.
But we can do more to support this work. The Government is:

published b

e extending 1a m hlng- to include information held by Inland
Revenue; C ﬁstofh and Extise, and agencies of the Home Office.
We have begun to. develop the mechanisms for thls Work ‘which
will be initiated" during next year; and ;

| }ﬂstlng data protection Ieglslatlon to 1dent1ﬁr
further poss1b111t1_es for harnessing data sources beyond the
Department of Soc1a1 Securlty
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5.3.1

5.3.2

5.3.3

534

5.35

Dzt o

Detection and investigation of suspicious cases

The previous section set out the Government’s plans for improving the
prevention of fraud throughout the social security system. Unfortunately, it is
inevitable that some fraud will enter even the best run systems. Our approach to
tackling fraud from the beginning to the end of our systems must therefore cover
the detection and investigation of suspicious cases.

Traditionally, this is the area in which successive Governments have invested:
fraud investigators have been on the streets for many years undertaking
surveillance and interviews under caution, using a wide range of techniques.
While we increase our effort in prevention, we must also maintain the ability to
police the benefit systems. The 5,000 ‘bobbies on the beat’ in Benefits Agency
benefit fraud investigation received one-and-a-half million referrals in 1997/98
from the public, other members of staff, the National Benefit Fraud Hotline,
other agencies, police, local authorities, the Immigration Service, data-matching,
etc. Since July 1997, 305 of the 1,700 fraud staff employed by local authorities
(1,100 directly on investigations) have been appointed as inspectors with new
powers, under the 1997 Fraud Act, to enter business premises and examine
records.

Our welfare system, which is rightly accessible to citizens, 1s also open to serious
organised criminal gangs. As fraudsters become more sophisticated, we need to be
able to respond.

The Department of Social Security already has a force of around 300 specially
trained officers to undertake investigation into serious fraud. In London, the local
authorities have the London Organised Fraud Investigation Team, tackling
Housing Benefit fraud across boroughs in the capital. These staff work alongside
police, Customs and Excise, Inland Revenue and Immigration officers and carry
out intelligence gathering and surveillance, in order to disrupt and destroy gangs
engaged in theft through fraudulent claims, counterfeit GIROs, theft of mail
bags, etc. Department of Social Security and local authority staff work together at
an operational level on many investigations, and are always looking to improve
experience and expertise.

Recent achievements in this area are in the box below.

e In 1997/98 the Benefits Agency carried out 549,000 successful
investigations on individuals or gangs leading to benefit being e
stopped and this led to 12,000 prosecutions with-savings of- -
£705.5 million. s

e Of the 549,000 investigations, 1,742 were complicated s
investigations into organised fraud by the Benefits Agency-l;j_
Security Investigation Service, which resulted in 626 "
prosecutions, with a 92 per cent success rate in conviction. .
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5.3.6 Serious fraud 1s a particular threat, and we need to design appropriate counter-
measures. During the next year, the Government is intent on:

e considering investment in a national intelligence system to counter
serious fraud;

® cross agency working on enforcement, building on small-scale links
- ice. To do this we will need to mvest in better

BEATING FRAUD IS EVERYONE'S BUSINESS: securing the future
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5.4.1

5.4.2

54.3

54.4

_ENFORCEMENT

Sanctions and recovery

Too many social security fraudsters escape effective punishment. Last year, the
Benefits Agency prosecuted 12,000 fraudsters, but many more went unpunished
and over a third of those taken to Magistrates’ Court received only a conditional
discharge.

While Government agencies are encouraged to recover overpayments, and last
year the Benefits Agency collected on 900,000 overpayments, worth some /120
million, there continue to be much larger sums not recovered. There is also a
comparable problem for local authorities in recovering Housing Benefit and
Council Tax Benefit wrongly paid.

This state of affairs will not continue. It would not make sense to prosecute every
offence (since the cost of some prosecutions will exceed the sums at stake), but it
does make sense to prosecute some small-scale fraud so that all fraudsters face the
risk of prosecution. The Government has already made enforcement a more
credible deterrent by:

alties: where a fraudster can
penalties (the amount of the
on top) offer swifter and more

- announcing it
-of size, to remove

However, there is some confusion about when to use which sanction, and lictle
consistency of application across the country. For various reasons (including
weaknesses in incentive arrangements) some local authorities have not prosecuted
offenders at all. Court sentencing policy is not always consistently applied. This is
out of step with the seriousness with which we regard benefit crime.
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The Government will:

e begin to develop this year a national framework for the use of
sanctions by all agencies involved in social security

administration, to promote consistent treatment that commands.

public support; :

e review the approach qf all agencies involved in prosecuting and case

BEATING FRAUD IS EVERYONE'S BUSINESS: securing the future
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5.5.1

[EVALUATION AND ASSURANCE

Assurance

In carrying out this massive programme of change and improvement in end-to-
end security, we need to know whether what we are doing is working and
whether it is leading to:

5.5.2 There are already several mechanisms which provide elements of limited

assurarnce:

Dlrector of Fleld Operatlons,

o the Contrlbutmns Agency use a number of measures mcludlng
Dlrector S Assurance Teams, and

e in local authomtms, the Audit Commission operates to ensure
that controls are ‘m place.. ;

5.5.3 The most significant new development in this area has been the Government’s

creation of the Benefit Fraud Inspectorate. Launched in November 1997, these
experts plan to inspect the benefit administration of each local authority, and
each Department of Social Security agency, over a five to six year period. The
Benefit Fraud Inspectorate will be making reports on their inspections, which
will be published. The detailed inspections, by specially trained, experienced staff,
are already providing specific recommendations to improve performance for the
bodies inspected. Information from Benefit Fraud Inspectorate inspections will
also help drive up standards of performance elsewhere, and provide a
contribution to policy development. The box opposite summarises the results
from the first inspection earlier this year in Blackpool.
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Blackpool Borough Council was the first formal inspection by the Benefit
Fraud Inspectorate. The 84-page, detailed report makes eight major
recommendations to address the findings of the inspection by:

e securing improvements to the claim form and verification
processes;

_improving:the number of payments made correctly first time;

-nal "oﬁtté:ls (for: é%qir’iple, by securing the

westigation work better targeted and more

1 ractices with=._;he__='Beneﬁts.Agency and the

al guid: nce to fraud investigsj’ﬂ:’brsfdn
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Chapter Six

Environment

B Aim Three

nment in which the wo

6.1 By taking a holistic approach to policy and the design and operation of systems
(Chapter Five), the Government is making progress against fraud. The extent of that
progress also depends on improvements elsewhere, in particular in:

‘e the way in w h we go about funding be_,_ efit adrmmstratmn in
partlcular the financial incentives within Government to act
against frau: ;and

e the degree c _'of o-operation across different agencies, the local
authorltles, the rest of Government and into the prlvate sector.

6.2 These issues effectively determine an environment within which activity against
fraud takes place. The challenge is to ensure that the environment supports that
work, rather than hindering it.

6.3 The present environment clearly reflects a world in which fraud was a new item on
the political agenda, where the imperative was to kick start action within a systetn
that ignored fraud. So, armed only with a simple measure of successful detection of
fraud, the previous Government built a funding system which promoted reactive,
detective anti-fraud work.

6.4 This approach stimulated action. But it is increasingly clear that it also created a
number of problems:

e funding' for one year at a time hinders planning and staff -
development; and with savings required in each year, no account
is taken of benefits which might flow in subsequent- years;

® the Benefits Agency and local authority staff find themselves in competition
' to detect fraud and record savings, rather than co-operating w1th
each other;
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6.5

6.6

6.7

6.8

e rewarding administrative systems which let in fraud — which can then be
found — rather than incentivising investment in systems which
prevent fraud in the first place is a perverse way of going about
stamping out fraud. With local authority funding linked directly
to the level of fraud found, there is evidence from the National
Audit Office, the Audit Commission and the Benefit Fraud

local authorltles overstate their achwvements,

erational e zczency thh less concern for the
“overall eﬁiciency of peratlonal resources in contro]hng benefit
spend. : Y

This Government’s approach has moved on. We are designing and operating
systems, in particular measurement and funding, which:

e ensure effective decision-making on resource allocation.

Our programme of action is set out below, and must be continually informed by

‘the experience of front-line staff.

Measurement

Accurate measurement of fraud and incorrectness 1s critical because:

e it is the ultimate benchmark against which to measure the success
of our fraud strategy; and

) informatioh“abo‘ut the nature and extent of fraud, based on
robust statistical methodologles, is a critical platform for assessmg
and maﬂagmg risks. *

The previous Government established the programme of national Benefit Reviews,
looking at individual benefits in turn, beginning in 1994 with Income Support
(see Chapter Two). These are national reviews, and so there are no estimates of -
fraud in individual geographical areas which can inform local management action.

And with only two benefits so far reviewed twice, there is no consistent series of
results over time.

BEATING FRAUD 1S EVERYONE'S BUSINESS: securing the future



6.9 The Government is already developing prototypes of new reviews, to generate both
local and continuing estimates of the nature and extent of fraud:

e ecach of the 13 Benefits Agency Areas is now measuring fraud and
incorrectness on Income Support and Jobseeker’s Allowance each -
month' and

6.10 We have also broadened the measurement effort, by investing in a series of
initiatives to improve both our understanding of fraud, and of what actions work
against fraud:

emerge in the”ﬁr'st half of 1999).

6.11 All this work 1s building towards a comprehensive Performance Measurement
Framework. This will provide:

51 're of actwtry to establish, resource and target the range of
act1v1t1es to reduce programme loss. Ay :
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6.12 The viability of this approach, in particular the costs and timescales, depend
critically on the assessment of the various prototypes already underway.

Funding and incentives

6.13 The Government spent some /3 billion last year on benefit administration: £2.5
billion on the Benefits Agency, and /0.4 billion on local authorities for their work
administering benefits.

6.14 Within this total there are several ring-fenced elements which may be spent only
on activity related to security. Last year, the Benefits Agency received /361 million
for fraud and security work (15 per cent of its total funding) while local authorities
received ,£90 million (23 per cent of their funding for benefit administration). This
ring-fenced funding is provided on the basis that the Benefits Agency and local
authorities then save much larger amounts of programme expenditure by finding
and stopping fraud. This year, for example, the Benefits Agency target was £2.1
billion and the local authorities target was just over £0.4 billion.

6.15 Over the last three years, the incentive funding has grown sharply as has the
amount of fraud detected. For example, fraud savings by local authorities, grew
from /224 million in 1995/96 to £371 million in 1997/98, earning the local
authorities additional subsidy rising to £65 million in 1997/98. The regime clearly
has an effect on performance against fraud, and illustrates sharply how funding rules
influence behaviour.

6.16 If the overall strategy against fraud and incorrectness is to move away from
detection towards prevention, there must be parallel moves in the funding
regime. The work on measurement outlined above is clearly critical. But in
parallel with this, the Government, working with local authorities, will review the
funding arrangements to ensure that they provide the best possible support for
action against fraud while also encouraging efficiency and cost-effectiveness.

Fostering co-operation

6.17 Fraud is not something that any one agency can successfully tackle by acting alone.
The security issues raised by fraud cross organisational boundaries. It is critical that
environment for tackling fraud promotes co-operation, within central Government,
with local authorities, and into the private sector. The plans to review funding seek
to reduce one element of competition, between the Benefits Agency and local
authorities. But there is more that can be done in this field.

6.18 First, we must develop our strategy in a way which is inclusive involving all the
stakeholders in design and in implementation, both practitioners and policy makers.
Specialist knowledge must be used in tackling this complex problem. The
strategy set out in this Green Paper has already benefited from this approach,
drawing on the experience and views of representatives from a wide variety of
backgrounds, from both Government consultation of interested parties in both
public and private sectors, and more detailed work by Department of Social

Security and local authority officials. We will continue to welcome the views of
experts in the field.
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6.19 In two particular areas, it will be especially important to maximise co-operation
and apply specialist knowledge. The Government:

e will ensure a systematic and proactive review of the civil and
criminal law and the extent to which it helps or hinders work to -

tackle fraud, taking full account of the direct experience of :
anti-fraud officers; and

nitor the latest information technology. developments
ensure that information technology is used as
as. poss1b1e to counter fraud

6.20 In order to drive forward co-operation across government, a Ministerial group will
be established covering those Departments whose processes have a bearing on the

integrity of the social security system. This group would have three immediate
objectives:

Owoperatlon across central government'
. raw Iocal authontles and the private sector
_—operatlon and ‘ o
e as a ﬁrst pecific task; to assess the merits of havmg ofﬁcers

accountable for fraud issues in each of the participating
Departments (the Government has already begun this process by
the recent appointments of Directors of Fraud Strategy at senior

civil service level in the Department of Social Securlty and in the
Department of Health).

Other key elements of the Government's approach

6.21 As well as operating an inclusive approach to the development and implementation

of the strategy agamst fraud, the Government is also committed to operate in a way
which 1s:

e comprehensive, tackling all areas with all relevant methods —
internal and external fraud, employer and claimant fraud,
landlord and tenant fraud;

e balanced, cover.ing low—_value but high-volume fraud, medium and
high value sophisticated and complex fraud;

e fair, applying principles of good practice, with hlgh standards of -
objectivity; and

e effective, with demonstrable reductions in the amount of insecure
programme spending.
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Chapter Seven

Professionalism

To develop a highly-skilled anti-fraud prof

7.1 Until quite recently, public sérvice was built on an assumption of respect from
customers. Public service relied on the honesty of its customers. That trust, sadly
can no longer be relied upon. While most claimants are honest, too many people
do abuse the system, some on a huge scale. The perception of public services free
from fraud and abuse needs radical revision.

7.2 Fraud and abuse occur not only from individuals working the system, but more
recently, from organised gang fraud. No government will ever know the full extent
of fraud. But, as with freedom, security requires eternal vigilance, and the
Government’s fight against fraud must build up the expertise and confidence of its
anti-fraud staff.

The current position

7.3 Some public sector areas have in the past left staff engaged in tackling fraud to
develop their skills on their own initiative. This has led to varying levels of expertise
in different areas. Qur aim must be to overcome these differences and for
the very best of today’s practices to become the common practices of
tomorrow.

7.4 A profession can operate as the collective memory of those working in a particular
area. To date, there has been no conscious, co-ordinated effort to introduce
professionalism to anti-fraud work, so that all too often the wheel has been
reinvented in different organisations, and in different parts of the country within
the same organisations.

7.5 The proposals below illustrate how the Government values those who undertake
difficult, complex and sometimes dangerous work in protecting taxpayers’ money;
and how the resource they represent can be developed and focused to best effect.
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Proposals
7.6 We must develop a body of highly-skilled anti-fraud specialists capable of tackling
fraud in the same way other professions have applied their skills, with:
e common skill standards;

® common core training for all staff involved in anti-fraud work;

7.7 Common core training is essential, ensuring staff have the required skills. This
starts at a practical skills-based Foundation Level, progressing to a more strategic
Advanced Level. It should both raise the skills levels of all staff and ensure all
anti-fraud officers can work co-operatively, using common methods in a common
and universally understood framework. Refresher courses should maintain high
levels of skill and performance.

7.8 Training must be assessed, and those who successfully complete it will be
independently accredited with an appropriate professional qualification.
Accreditation will help set and maintain standards of excellence in this area of
work.

7.9 Training should be structured so as to ensure continuous development,
with staff moving through each level and, if they wish, on to appropriate academic
qualifications. In this way the valuable resource that such staff represent can be
nurtured and retained for the public benefit.

7.10 There should be clear principles of good practice outlining how anti-fraud
officers should tackle fraud. They will prioritise fairness, objectivity,
professionalism, expertise, propriety and foresight. They will seck to ensure
that all anti-fraud work correctly identifies the guilty parties, while protecting the
innocent from abuse, and minimising losses to public funds.

7.11 Based on these principles should be a comprehensive code of conduct for
anti-fraud staff, and a code of good investigative practice. Drawing on the .
widest range of good practice, these codes will further regulate methods of
countering fraud and help ensure that the highest standards are apphed and
maintained.
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7.12 Anti-fraud work needs to be managed in the context of parallel projects to reform
the social security system, which seck not only to protect its resources from
misappropriation, but to ensure top quality, cost eftective delivery of services to the
public. To further strengthen this management process, proposals will be developed
for a security management framework for anti-fraud managers. This
framework will reflect the wide scope of this paper, ensuring that managers apply a
comprehensive and consistent approach to the problem.

7.13 The result of developing and applying these initiatives will be a body of highly--
skilled anti-fraud officers working within a professional framework to the highest
standards of performance and integrity. A final step will then be to develop a system
for providing a further focus for standards, to assist in the regulation of practice, to
sponsor training and research and to ensure expertise is applied swiftly and directly
to anti-fraud work. The Government will urgently consider how such centres of
excellence can quickly be established.

Conclusion

7.14 This Chapter has described key measures which are being developed to bring
professionalism to bear in protecting the social security system. While many of the
measures can be applied relatively quickly, producing appropriate benefits, their
positive effects are best viewed in the long term where a real investment in skills
and expertise will reap dividends.

7.15 Ultimately, the larger the body of tested expertise in anti-fraud work, the better the
contribution to policy development and implementation, and the more effective
the Government’s work, to ensure that public funds finance better systems and
services rather than being lost to fraud.
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Chapter Eight

Timetable for action

8.1 This Green Paper is the Government’s first audit for the nation on its strategy for
countering fraud in social security. Each year the Government will present to
Parliament, and thereby the country, an annual anti-fraud audit.

8.2 This section illustrates how the various elements of the strategy are being taken
forward, identifying:

8.3 All this is in addition to the many initiatives or developments which the
Government has already put in place in its first year in office, recorded in particular
in Chapters Five and Six.

Action already underway

8.4 The Government is:

® toughenmg up recrultment practlces to limit the opportumties
for internal fraud w1th1n the National Insurance Fund;
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e running and evaluating a prototype modern service in Lewisham,
which involves daily electronic transfer of Income Support and
Jobseeker’s Allowance data from the Benefits Agency to Lewisham
Borough Council, in order to make Housing Benefit
administration more secure and more efficient;

e completing a code of practice on the use of data and data-
matching to identify possible fraud - this is a necessary
preliminary ‘to’extending data-matching with Inland Revenue and
Customs ‘and Excise. The code will be published this autumn;

e reviewing the --targéting of -:’inti-ﬁ:aud investigation;

e implementing its pohcy to prosecute even some very low value
frauds, removmg no-go areas where a fraudster can otherwise

Soc1al Securlty'Adm;lmstrat;ton Actsy

] 1mp1ementmg across the board the first year’s programme of
inspections b ~--thev*>Beneﬁt EFraud Inspectorate;

e testing prot&fy'pe‘s__ 4n'_;1:he"B¢heﬁts Agency and local authorities of
new measures of fraud and performance against fraud; and

e agreeing common core skills and professional training for fraud
investigators in Departrnent of Social Security agencies and local
authorities;

Action in the rest of 1998/99
8.5 The Government will be:
e implementing aérléés the cé’imtry the redesigned, more secure,
process for managing claims for Income Support;

e funding the first local authorities to implement the Verification
Framework, which raises the-i'ﬂéfence against Housing Benefit fraud;

e setting up a trlal of data-matchlng with Inland Revenue;

e installing computer terrmnals in all local authorities that request
them, to glve access to beneﬁt claims data held by the Benefits
Agency; -

e extending the use of barcodes as a means of preventing GIRO
cheque and order book fraud;

e reviewing the incentives for funding security work to improve
prevention, as well as detection, and to promote co- operatlon
between the Benefits Agency and local authorities;
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e reporting on the extent and nature of identity fraud;

« establishing and implementing a national framework of a broad
and flexible range of sanctions to enhance those already available;

e gaining greater staff co-operation by promoting their awareness
of ways in which the system is attacked, while simultaneously
improving their compliance on operating procedures;

¢ support in the fight against-all fraudsters,
and winning public support for the prmc1p1e of ‘demonstrating
entltlement to beneﬁt' and

. nnplementmg for ﬁraud investigators the agreed principles of
good practice, common core training and continuous learning
and development. ‘

Action next year and beyond
8.6 In the future, we will also:
o estab.l__i_sl_i_};thé most-eﬁfééﬁve wajf of handli_x_i’g th.é_:inv_estigation of
organised fraud against the social security system;

e building on the experience of completing earlier changes to
Income Support, develop and implement more secure processes
for managing claims to other major benefits;

e establish a crlnunal intelligence database for fraud investigation in
) gency and local authorities;

ntitlement rules to establish the right balance
between the costs of administering the benefit, the level of fraud,
and public support in tackling fraud;

e research fur'tih'er the extent and nature of landlord fraud; and

e build on current prototypes of new measurement systems to
develop a comprehensive and consistent approach to measuring
fraud and the performance measurement of activities to reduce
fraud. ;
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Chapter Nine

2020 new vision

9.1 By 2020 our social security system will:

. as an integral part of the delivery

earer view of the range of frauds being
'social security system, and which actively
ctive ant:-fraud strategy; and

e a professmnal;’ n dedxcated staff spearheading anti-fraud
. ful of the need to stay ahead of the game as

servlces,' vet
patterns of fraud nd__é_:a_ttacks by fraudsters change.

9.3 We will have in place a whole series of checks across all aspects of benefits which
will have reduced the level of social security fraud, and then maintained it at an
irreducible minimum.
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Total programme -

Income Support  July 1995 9.7% 1,409

First review

Unemployment

July 1995 7.8%

up to 043%
6.5%

122%

Housing enefit

Second review

Note: Benefit Reviews are sample excercises and all estimates are subject to statistical uncertainties.

Main types of fraud in income-related benefits

Income Support + income-based Jobseeker’s Allowance + Housing Benefit

Address/ID £219m Capital/Income £222m

Other £53m

. Dependants £72m
Living together £41m

Rent £49m
Earnmings £391m : ‘

IS + JSA (IB) + HB: £1bn

Printed in the UK for The Stationery Office Limited
on behalf of the Controller of Her Majesty’'s Stationery Office
Dd 5068143 7/98 61743 Job No. JO053681

56 BEATING FRAUD IS EVERYONE'S BUSINESS: securing the future



Annex

Benefit Reviews

To tackle social security fraud effectively, it is essential to establish a measure of the
level of fraud. Starting as recently as 1994, the Department of Social Security has
run a series of reviews of fraud and incorrectness in individual benefits - the Benefit
Reviews - to try and determine the scale and nature of benefit fraud. These case
examinations, involving access to internal and publicly available data, are followed
by highly-structured interviews to establish the correctness of sampled claims,
Beginning with Income Support and continuing with eight other benefits (three of
these only to pilot stage, so far) these reviews have so far covered some

84 per cent of annual spend.

To understand the results of the Reviews, it is important to be quite clear about
what we mean by fraud. In this Green Paper, estimates are presented for:

, based‘g mvestlgatmns ‘where there is evzdence, from the
_~-customer or a third - ‘party, that the circumstances do not match
_ those on which the claim was paid; where the benefit is then

- adjusted; and an infention to misrepresent is assessed by Department
‘of Social Security staff: investigating officers provide evidence
-only, and take no part in the assessment)!;

e high susp1c10n of fraud (characterised by a balance of probability
_.that fraud emsts, in a ma_]orlty of cases, payments are adjusted or
stopped);

¢ low suspicion (where the balance of probabilities test is not met,
nor is there usually enough evidence for a claim to be adjusted);

¢ incorrectness (where there is evidence of either customer or
administrative error, and a claim is adjusted, but there is no
suspicion of 1ntent10nal misrepresentation); and

e correctness (or_.f.i_strlctly, absence of any indicator to the contrary).

The principal findings of the Benefit Reviews completed so far are shown in the
table overleaf. Reflecting the conventions when they were publicised, the results .
combine estimates of fraud and high suspicion of fraud. Estimating fraud in
Disability Living Allowance presents particular difficulties because entitlement
depends on care and mobility needs which are not easily estimatéd other than
through the formal adjudication process. As a result the estimates in the table for
Disability Living Allowance will include errors by customers. The chart which
follows the table presents figures for fraud, without estimates of suspected fraud.

'The Housing Benefit estimates are on a different basis.
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