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Introduction 
 

1. The purpose of this paper is to provide Programme Board with an update on Universal 
Credit (UC) Benefits Realisation and the three priority benefits. 

 
A. Departmental Expenditure Limit (DEL) Efficiency;  

 
B. Fraud, Error and Overpayments; and 

 
C. Labour Market impact. 

 
Context 

 
2. The last update was provided in April 2022. Since that update the annual DWP Fraud 

& Error statistics have been publication and the DEL Efficiency Dashboard has been 
updated in line with Winter 21 volumes (WP21).  
 
A. DEL Efficiency 
 
UC FBC (as a reminder) 

 
3. The UC FBC set out, as one of 5 key objectives, the aim of increasing efficiency as 

follows: 
 

• Increasing efficiency - UC will achieve savings representing a 29% reduction to 
the cost of administering the current legacy system (on a like for like basis), a 
saving of some £335m at steady state (2024/25). 

 
4. This allowed the re-investment of savings into extending the conditionality and labour 

market regime to up to an additional 1 million claimants, which in turn would support 
UC’s labour market impact of up to an additional 200k people into work and providing 
significant AME savings and wider economic benefits. 
 
Overall Finance Forecast Summary (P02) 
 

5. The following table sets out the overall finance forecast summary (P02) as presented 
to the Programme Board in June. It continues to show, on a like for like basis, a net 
operational saving of over £450m in 2024/25 and in excess of £540m by 2026/27. 

 
Table 1 UC Overall Finance Forecast Summary (P02) 
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DEL Efficiency Dashboard and Unit Costs 

 
6. The DEL efficiency dashboard has been updated in line with WP21 volumes and 

provides a forecast unit cost (plus the underlying metrics of cases per case manager 
and claimants per work coach) up to 2026/27. 
 

7. Extracts summarising the dashboard can be seen at annex 1.  The following table sets 
out a comparison of the data since 2019 and the steady state position as per the 
WP21 volumes. 

 
Table 1 May 22 DEL Efficiency Dashboard Summary 
 
 May 2019 May 2020 May 2021 May 2022 WP 21 

March 27 
UC Unit 
Costs 

£401 £278 £261 £240 £222 

CpCM* 248 600 893 1,107 1,482 
CpWC** 231 489 372 463 378 
IWS*** 0.9m 2.3m 2.2m 1.5m 2.4m 
* CpCM – Cases per Case Manager 
** CpWC – Cases per Work Coach 
*** IWS – Intensive Work Search 
 

8. There has been a continuous improvement in UC unit costs. This is expected to 
continue up to steady state and the completion of the migration of legacy claimants. 
However, in March 2027 the unit cost is expected to be higher than was anticipated in 
the FBC (£134). This is due to the higher number of claimants in the intensive work 
search (IWS) conditionality group than was anticipated in the FBC (2.4m compared to 
1.4m). 
 

9. The number of IWS claimants is important because the costs of the conditionality 
regime for this group is higher than for other groups and therefore have a higher unit 
cost.  

 
 
B. Fraud & Error and Overpayments  

 
The UC FBC Fraud and Error (F&E) savings  

 
10. The UC FBC F&E savings were based on the expected levels of the monetary value of 

fraud and error (MVFE) over the lifetime of the business case in the legacy 
counterfactual. The forecast level of MVFE in UC after those savings are achieved 
was estimated to be around 6.5%. 

 
Fraud and Error in UC 2021/22 – national statistics 
 

11. On the 26 May 2022 national statistics for the levels of fraud and error in the benefit 
system were published. The statistics were established from cases sampled between 
October 2020 and November 2021 and it should be noted therefore that these were 
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impacted by the coronavirus pandemic (see paragraph 12). The statistics for UC 
showed: 

• The UC overpayment rate in was 14.7%, which is broadly the same as 
2020/21 (14.5%). 

• Of this amount 13% was fraud; 1% claimant error and 0.7% was official error. 

• underpayments were at their joint-lowest level of 1.0% compared to 1.4% in 
2021.  

• 25% of the 2,995 cases sampled were found to have overpayments. 

Ongoing coronavirus pandemic impacts on UC 
 

12. The coronavirus pandemic continued to have consequences that affected UC during 
the sample period, including: 
 

• the makeup of the caseload continued to differ compared with the pre-
pandemic period. Resulting in an increased number of self-employed 
claimants (which is reflected in the top cause of overpayment); and 
 

• The Minimum Income Floor (MIF) was suspended to help UC claimants 
during the pandemic and was reinstated in a phased approach that started in 
August 2021 (the MIF is an assumed level of earnings used in the monthly 
UC payment calculation. It affects UC claimants whose main source of 
income is from self-employment). 

 
Table 2 - Top causes of overpayment in 2021/22 (see annex 2a) 
 
Fraud & Error National Statistics 2021/22 2020/21 

Earnings/Employment 4.1% 4.9% 

Living Together 2.2% 2.0% 

Failure to Provide Evidence/Engage 2.1% 1.4% 

Capital 1.9% 2.5% 

 

13. Earnings/Employment remained the largest source of Fraud in 2021/22. This mainly 
related to Self Employed Earnings (3.3%) and Self-Reported Earnings (0.3%) 
(employee earnings manually declared by the claimant). However, this is a reduction 
of 0.8% when compared to the 2020/21 statistics. 

14. Failure to Provide Evidence/Engage is the third largest source of estimated fraud. 
These are cases where the claimant did not engage in the review process or failed to 
provide the required evidence after the review and there was no prior suspicion of 
fraudulent intent. 
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15. Capital was the fourth largest source of fraud but lower than 2020/21. This brought 
Capital fraud back to almost pre-pandemic levels (see annex 2b). 

Pre and post Covid trends (see Annex 2c) 
 

16. Claimants in the ‘Post-COVID’ group have much higher levels of overpayments 
(17.3%) than the ‘pre-COVID’ group (10.9%). However, this is lower than the ‘height of 
Covid’ group (26.6%). Soon they will replace the pre-COVID group as the dominant 
proportion of the caseload, which means they are the focus of our future planning. It 
remains key to understand what is driving the higher level of F&E in that ‘post-COVID’ 
group. 

 
UC MVFE reduction plan and UC claim review (previously known as the Targeted 
Case Review) 

 
17. Proposals have been developed with an aim to reduce the current levels of MVFE in 

UC to UC FBC levels by 2027/28 (6.5% MVFE). These proposals are a combination of 
activities already underway, and proposals funded through SR21 e.g. the MVFE 
reduction plan and the UC Claim Review. 
 

18. The MVFE reduction plan is well underway with system improvements and digital 
developments already starting to be delivered, although it may take some time for the 
result to come through on the national statistics due to the period of sampling that 
informs the statistics. The UC claim review has completed its alpha and beta phases 
with continuous learning being central to the approach. It is very early days for the UC 
Claim Review but as of 4 July over 300 claims were reviewed and an incorrectness 
rate of 28% identified. 

 
19. The successful completion of these initiatives will help achieve the levels of MVFE set 

out in the FBC (6.5%).  
 

 
 
 
 
C: UC Labour Market Impacts 
 
The FBC  
 

20. The UC FBC stated, as one of its 5 key objectives: 
 
• Delivering Full Employment – UC will transform the Labour Market by ensuring 

claimants are always better off in work. A smooth taper, increased incentives and 
a simple easy to understand benefit will produce around 200k additional entrants 
into work by steady state and an additional 113m net extra hours worked by 
those already in employment. 

 
Analysis undertaken and planned 
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21. As reported in the Spring 2022 update, baseline impacts for childless single JSA alike 
cases showed that these claimants are 2 pp more likely to be in employment 6 months 
following their claim than an equivalent group of JSA claimants. 
 

22. JSA type lone parent claimants of Universal Credit are the next group to be looked at. 
It is expected that this group might provide a higher impact. It is hoped that this 
analysis will be complete towards the end of 2022.  
 

23. The longer-term plan is to examine another out of work group (possibly ESA WRAG 
type claimants) before moving on to look at the evidence around in-work claimants 
working more.  
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Summary 
 

DEL Efficiency  
• Latest forecast (P2) shows the cost of UC in 2022/23 is £430m more efficient 

than would have been the case under legacy systems. 
• DEL Efficiency Dashboard updated with Winter 21 plans and volumes. 

 
Fraud, Error and Overpayments 

• National stats for 2021/22 published; 
• Covid impact created significant challenges; 
• MVFE Reduction plan and the UC Claim Review remains the strategy for 

getting MVFE to FBC planned levels (6.5%). 
 
Labour Market Impacts 

• Analysis of JSA type lone parent claimants of UC continues with results 
expected by year end. 
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Annex 2a 

 
 Annex 2b 
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Annex 2c 
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