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Foreword 

At a time of huge change within welfare to work, not least the imminent launch of 
the Work Programme, it is very timely to look at the evidence to support personal 
welfare budgets (PWBs) and the value of giving people greater control and choice in 
their day to day living. 

As a national charity, we have a history of working with people in disadvantaged 
circumstances to help them take greater control, find fulfilling work and lead more 
independent and rewarding lives.  I am therefore delighted that Shaw Trust can be 
involved in this report. 

Many of these services are funded by the government, local authorities and other 
commissioners. By working with Shaw Trust, our customers gain greater control over 
both the assessment of their needs and the commissioning of their support services.   
Direct payments, where people have control over the money they spend on adult 
social care, can, with the right support, be a key component in clients benefiting 
from personal decision making, increasing their confidence and contributing to more 
sustainable outcomes. 

The government is looking for a step change in performance from providers of the 
Work Programme. Shaw Trust sees PWB as one of many opportunities to place the 
customer at the heart of decision making, encouraging personal responsibility from 
the outset of the support programme, and helping to build that confidence in 
decision making which is so important in ensuring sustained job outcomes. 

Inclusion has drawn on experience in the UK and the Netherlands and in its 
recommendations has described an approach to implementing personal budgets in 
the Work Programme. In encouraging providers to consider this approach within the 
‘black box’, there is now an opportunity to test the impact of personal budgets on 
individual behaviour, and evaluate the part they will play in helping people to find 
and, most importantly, sustain a rewarding working life. 

We hope you find this report useful and would welcome any feedback that you may 
have. 

 

Sally Burton, Chief Executive Officer, Shaw Trust 
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1 Introduction  

As the introduction of the Work Programme fast approaches and prospective 
providers are planning their support offer, it will be critical that programme design 
responds effectively to the needs of jobseekers.  Interventions must lead to the step 
change in performance that will be required if contract holders are to achieve above 
the minimum performance standards set by the Department for Work and Pensions 
(DWP).  This will mean that providers must understand the requirements of the 
different groups being referred to them so they can design provision that is focused 
and motivates the individual to take ownership of their route back into employment.   

In this paper we present the case for personal welfare budgets (PWBs).  Drawing on 
domestic and international evidence, we aim to demonstrate that personalisation at 
the commissioning level encourages positive engagement among target groups.  We 
argue that, by allowing Employment and Support Allowance (ESA) claimants the 
opportunity to manage their own budget from which they can build their own 
support packages, providers have a better chance of improving performance against 
job-outcome targets and delivering a programme that works for this new category of 
active jobseeker. 

We outline our proposals for assessment and support planning in the PWB model, 
which focus on encouraging the individual to identify their own employment goals 
and any barriers to work they might have, before taking the reins in constructing a 
support plan to achieve their aspirations and overcome any hurdles they face.  The 
main aim of PWBs is to introduce a new method of commissioning that recognises 
the value of personalisation and user control.  We believe the evidence illustrates 
that performance gains can be made if Work Programme providers adopt this 
innovative approach to planning and investment in employment support. 
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2 The benefits of personal 
budgets 

Inclusion has argued in two earlier reports that personal budgets can offer distinct 
benefits for users and can contribute to the achievement of better performance 
levels.1  We maintain that policy makers and practitioners should look to introduce 
these into welfare to work provision.  We have drawn upon evidence from the UK 
and the Netherlands, which demonstrates how empowering users to take ownership 
of their own support packages can help to deliver positive outcomes in social care 
and in labour market activation policies.   

In this chapter, we examine the principle features of three different models of 
personal budgets: individual social care budgets in the UK; personal reintegration 
budgets; and individual reintegration agreements in the Netherlands.  We conclude 
by considering how the lessons of what works in these three different systems can 
help in the design of a new system of PWBs for some Work Programme participants. 

2.1 Individual budgets in social care 

Individual budgets in social care were introduced by the previous Labour 
government as part of its broader personalisation agenda.  In July 2005, the 
Department of Health, working closely with DWP and Communities and Local 
Government, invited local authorities to bid to pilot individual budgets for users of 
adult social care.  The pilots ran in 13 local authorities between 2006 and 2007 and 
their successful implementation led to the establishment of a concordat between 
central and local government, professional and third-sector organisations and the 
regulator.2  The overarching aim of this new shared ambition across government 
was to empower the user to shape their own lives and the services they received. 
What is more, the concordat represented a fundamental shift in the relationship 
between the customer (the social-care user), the local authority responsible for 
funding adult social care and social-care providers.  Key to this shift was the 
introduction of individual budgets, which have led to a definitive repositioning of the 

                                        

1 Tarr, A. (2010) Pathways to what? Making the single work programme work for people on health-
related benefits, Centre for Economic and Social Inclusion; Tarr, A. (2011) Making the Work 
Programme work for people with health conditions: Follow on report to ‘Pathways to What?’ Centre 
for Economic and Social Inclusion  
2 Department of Health (2007) Putting People First: A Shared Vision and Commitment to the 
Transformation of Adult Social Care, HM Government 
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individual to the centre of the planning and design of publicly funded care.  Through 
personalised, user-led budgets, a system has been developed in which the individual 
has more control, beginning at the assessment and planning stages, and continuing 
through to the commissioning of services.  The previous government’s commitment 
to the individual budget model was clear, and the concordat committed every 
English council to having 30 per cent of its social care users on an individual budget 
by April 2011.  The coalition appears to be equally committed to the personalisation 
agenda and is currently piloting an extension of the personal budget model into 
healthcare provision.3 

The personalisation of funding and commissioning in social care has been 
comprehensively examined in the UK and a full evaluation of the individual budgets 
pilots was undertaken in 2008.  It reported that:4 

 Most local authorities took an incremental approach to implementation and 
started by offering individual budgets to just one user group in the first instance 
(often those with mental health issues).  This eased the transition for staff and 
users into the new system and made the implementation more manageable.5   

 People receiving an individual budget were significantly more likely to feel in 
control of their daily lives.6 

 Individual budgets were cost-effective and produced better outcomes for the 
costs incurred compared with standard care packages.7  

 Older people and people with very complex needs may need greater time and 
support to help them get the most from individual budget schemes, particularly 
the cash direct payment option.8 

The aims and objectives of individual budgets in social care are clearly very different 
from those we would expect for PWBs, particularly given the funding structure of the 
Work Programme (which is discussed in more detail in chapter 3).  Nonetheless the 
structure of individual budgets, from assessment through to support planning and 
funding allocation, provides some useful lessons for the design of PWBs.  Not least, 
individual budgets have demonstrated how successful personalised service delivery 

                                        

3 Hansard source: HC Deb, 9 December 2010, c389W 
4 IBSEN (2008) The national evaluation of the Individual Budgets pilot programme, Social Policy 
Research Unit, University of York 
5 Ibid. pp. 2-3 
6 Ibid. 
7 Ibid. NB. although not for psychological well-being 
8 Ibid. 
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should be preceded by thorough assessment and planning processes that encourage 
user control from the outset.  

2.1.1  Individual budgets: assessment of need  

Individuals who wish to commission their social care through an individual budget 
must contact their local authority to determine whether they are eligible.  The 
Department of Health’s Guidance on Eligibility Criteria for Adult Social Care sets out 
the eligibility criteria and grades a person’s needs into one of four bands: ‘critical’, 
‘substantial’, ‘moderate’ and ‘low’, representing different levels of risk to the 
individual’s independence and well-being if their needs are not addressed.  There are 
local variations in eligibility criteria, with some local authorities only funding needs 
which are banded as ‘critical’.   

Once eligibility for an individual budget has been confirmed, the local authority will 
usually ask the person to complete a short self-assessment questionnaire or will 
undertake an assessment over the telephone.  Giving the prospective user the 
option of self-assessment offers them much greater control over the evaluation of 
their care needs and can help to ensure that access to services is gained faster and 
more easily by reducing the administrative burden on local-authority staff. 

Local variations exist in the format and structure of the assessment process but it 
tends to involve a review of an individual’s personal history, their social 
circumstances, their health, how their condition affects their daily life and what their 
support needs might be.  On completion of the assessment, the local authority will 
calculate an ‘indicative’ budget.  The final amount the person will receive is 
determined following completion of a support plan by the individual. 

This synopsis outlines a number of considerations for the development of an 
assessment process for personal budgets in welfare to work: 

 Self-assessment: although not appropriate for everyone, self-assessment can be a 
useful way of ensuring that users of personal budgets have access to greater 
control and are encouraged to take ownership of their support programme from 
the outset.  Providing prospective users are capable, and have access to support 
and guidance if required, self-assessment can also help to reduce the 
administrative burden on those ultimately responsible for determining eligibility.  
Nonetheless, we should not underestimate the importance of professional support 
from expert personal advisers (PAs) for those who need it.      

 Scope of the assessment: considering the impact of a person’s condition in 
multiple contexts can be important in helping to identify whether a person has 
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support needs that would benefit from a personal budget and whether they are 
able to take the lead in deciding what their support programme should look like.  

 Local variations: we would expect local disparities to exist in the eligibility criteria 
for PWBs.  Work Programme providers will need to make decisions on how the 
composition of a particular contract package area (CPA) may influence the size 
and scope of their offer of PWBs. 

2.1.2 Individual budgets: support planning 

Once the assessment is complete, prospective individual budget holders are required 
to develop a support plan, which is used to determine the final amount they will 
receive.  Support plans are comprehensive, ‘living’, documents that are person-
centred, reviewable and which outline: 

 a person’s eligible needs and how these needs will be met by the individual 
budget 

 how support will be arranged and managed 

 goals and ambitions that the person hopes to achieve 

 risks that may have an impact upon how support is delivered 

 what support the person will receive (and from whom) to execute their support 
plan. 

Individuals have the option to complete their plan independently or to seek 
assistance from a variety of sources, such as social/care workers, family and friends, 
professional brokerage services, advocacy services, user-led organisations and the 
local direct payment support services.  The critical point is that the decision on how 
their plan will be completed rests with the individual accessing the support.   

2.1.3 Receiving payment  

Personalisation remains central when deciding how the individual budget will be 
paid.  A person has a number of payment options they can request, depending on 
their circumstances and personal needs.  They can: 

 receive direct payment into a bank account – the individual must account for how 
this is spent 

 use existing services and therefore the local authority holds the money and uses it 
to cover support costs 
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 transfer money directly to a service provider 

 use a broker as caretaker of the budget 

 transfer the money to a trust fund. 

The use of individual budgets in social care has been viewed by many as a success.  
Individuals who have used them have been overwhelmingly positive about their 
impact on levels of personal control and on the quality and appropriateness of the 
support package received.9  The investment in personalisation and genuine user 
control demonstrates that personal budgets can encourage individuals to take an 
active role in developing support that leads to positive outcomes.   

Recognising the value of personal budgets in social care, the Netherlands has 
implemented systems of personal budgets for welfare recipients, which illustrate 
how the concept of personalisation can be embedded within welfare to work policy 
and deliver performance improvements.    

2.2 Personal budgets in welfare to work: the 
Netherlands 

The UK example of individual budgets in social care demonstrates the value from the 
user’s perspective of allowing choice and independence to be integral features of 
support packages that aim to improve the lives of individuals with health conditions 
and/or disabilities.  Like the UK, the Netherlands also adopted a system of personal 
social care budgets and experienced improvements in service delivery and user 
satisfaction as a result.  Following these successes, personal budgets have been 
introduced into the Dutch welfare to work market.   

In a previous report, we have provided details of the individual reintegration 
agreements (IROs) that are delivered at a national level by the public agency in the 
Netherlands, the UWV.10  In this paper, we identity specific features of IROs and the 
lessons to be learned on how a system of PWBs could operate on the Work 
Programme.  We also examine another system of PWBs that operates in the 
Netherlands at municipal level, the personal reintegration budget (PRB).   

                                        

9 Ibid. 
10 Tarr, A. (2010) Pathways to what? Making the single work programme work for people on health-
related benefits, Centre for Economic and Social Inclusion 
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2.2.1 Personal welfare budgets in the Netherlands: a brief 
history 

There are two main systems of welfare to work in operation in the Netherlands: one 
operates at a national level and is commissioned by the national benefits agency, the 
UWV, for contribution-based claimants of unemployment and disability benefits; the 
other operates at a municipal level and is commissioned by local authorities for 
people who have paid insufficient contributions to qualify for insurance-based 
benefits or who have exhausted their entitlement.   

Personalisation at the commissioning level has occurred in both systems resulting in 
the development of two different models, beginning at municipal level.  In 1998, the 
Dutch government passed the Reintegration Act, which included provisions for the 
piloting of a persoonsgebonden re-integratiebudget (PRB) in three regions of the 
Netherlands for disabled jobseekers.11  The PRB system was delivered at municipal 
level and was well received by many of those who accessed services through it.   

In 2004, following persistent criticism of the traditional contracting model at a 
national level, the UWV agreed to pilot a similarly personalised approach to 
allocating budgets for employment support through the creation of the individuele 
reintegratie overeenkomst (IRO).  The PRB model continued to operate at a 
municipal level and has grown modestly since its introduction. 

2.2.2 Personal reintegration budgets 

Around 40 per cent of municipalities offer PRBs, which operate differently in different 
areas with eligibility, assessment procedures and budget levels varying depending on 
locality.12  The dual aims of the PRB model are to increase jobseekers’ responsibility, 
autonomy and activity (whilst improving their capacity for work and employability) 
and to improve the flexibility, efficiency and effectiveness of employment support 
provision.13   

Although PRB models differ between municipalities, there are some common 
features: 

 Jobseekers are usually assessed by a caseworker, employed by the municipality.  
Eligible jobseekers tend to be those who are considered to be motivated to work, 

                                        

11 Bosselaar, H. (2009) Personalising welfare to work: the Dutch experience, p. 5 
12 Bosselaar, H. and Prins R., (2010) In eigen hand [In their own hands]: In eigen hand: 
persoonsgebonden budgetten bij re-integratie, Meccano/AStri, Divosa, Utrecht 
13 Bosselaar, H. and Prins, R. (2007) Personal return to work budgets for persons with disabilities: 
demand-based delivery of re-integration services in the Netherlands, Meccano/AStri, Divosa, Utrecht 
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capable of identifying their own employment goals and managing their own 
lives.14 

 Once deemed eligible, individuals are given a prescribed period to complete their 
support plan (for example, in Utrecht, this is three months).  The plan is 
submitted for approval to the municipality and, if approved, the individual will 
then choose a provider with whom to work to carry out their plan and spend the 
PRB.  Evidence suggests that many clients are guided in their choice of provider 
by the municipality caseworker.15 

 The maximum budget for PRBs varies but is set at around €5,000.  Similarly the 
payment structure differs between different areas: in some municipalities, 
providers can receive an upfront payment of the full PRB, others operate a ‘no 
cure, less pay’ system, where providers are paid a proportion of the fee upfront 
(often 50 per cent) and the remainder once a person has found employment. 

 The types of services that are purchased by holders of PRBs tend to be very 
similar to those used on traditional employment programmes but there is 
evidence that packages of support purchased through PRBs are more likely to be 
specifically tailored to meet the needs of the individual jobseeker.16 

 If a jobseeker moves into employment without having spent the total PRB, the 
remainder is returned to the municipality.  If the individual completes their 
allotted time (two years) for the PRB without placement, they return to the 
municipality to access support. 

Personal reintegration budgets performance data 

An evaluation of 20 municipalities operating PRBs in 2010 found higher job-entry 
rates among PRB users compared with those who opted for traditional trajectories 
(where individuals were not given the option of designing and commissioning their 
own support plans).  Job-entry rates for PRB users demonstrated a performance 
improvement of between 30 and 50 per cent.17  

The PRB model was, however, more expensive, exceeding the cost of regular 
provision by around 25 per cent.  Nonetheless, an assessment of overall cost-
effectiveness of the PRB approach, which takes into account costs per placement 
                                        

14 Ibid. p.10 
15 Ibid. 
16 Ibid. p.7 
17 Bosselaar, H. and Prins, R. (2010) In eigen hand [In their own hands): evaluation of the 
implementation of personal reemployment budgets in 20 municipalities in the Netherlands 2006–
2009, Meccano/AStri, Divosa, Utrecht 
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and job outcomes, demonstrates that the PRB model is still more cost effective when 
compared with traditional employment support programmes.18    

The recent evaluation does note that better performance outcomes can be at least 
partly explained by the eligibility criteria that is used by municipal caseworkers, 
which favours those jobseekers who demonstrate greater motivation to work.19  This 
finding may have implications for identifying the most appropriate target groups for 
PWBs on the Work Programme, which will be explored in the next chapter. 

2.2.3 Individual reintegration agreements 

The IRO model has been a hugely popular development at a national level; in 2007 
around two-thirds of all UWV clients opted for an IRO.20  Like the PRB, the IRO 
model provides jobseekers with the opportunity to apply for a personal budget which 
they can use to fund support they believe will improve their chances of finding work.  
A brief outline of the IRO model is as follows: 

 Jobseekers apply to the UWV for an IRO.  They are assessed by a job coach 
employed by the public agency and, if eligible, are able to choose a provider to 
work with.  Like with PRBs, choices are often highly influenced by the advice of 
job coaches. 

  Once they have chosen a provider, the individual is expected to produce a costed 
support plan which is submitted to the UWV for approval.  A large proportion of 
jobseekers are supported in producing their plan by their provider (44 per cent of 
non-disabled users and 48 per cent of disabled users), just five per cent of non-
disabled users and four per cent of disabled users opt to produce their plan 
independently.21   

 Plans are then submitted to the UWV for approval; very few are not approved – 
just two per cent were turned away between 2004 and 2008.22  Once the plan is 
approved the UWV enters into a contract with the provider to deliver the services 
outlined in the support plan. 

                                        

18 Ibid. 
19 Ibid. 
20 Sol, E. (2008) ‘It's the client stupid! An active role for the client in Dutch employment services’, In 
Liley, P. and Hartwich, O. M. (Eds.), Paying for Success - How to make contracting out work in 
employment services, Policy Exchange p. 71 
21 Bosselaar, H. (2009) Personalising welfare to work: the Dutch experience, p. 9, Meccano/AStri, 
Divosa, Utrecht 
22 Ibid. p.10 
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 A maximum budget of €5,000 is available for disabled users of IROs and €4,000 
for non-disabled users. 

 The payment model for IROs is ‘no cure, less pay’.  Fifty per cent of the IRO is 
paid to the provider upfront and 50 per cent is paid when the client has been in 
work for six months.  In September 2009, a bonus system was introduced and 
providers can now receive an additional €1,000 to €1,500 for getting claimants 
into work within six months of their starting their IRO or for securing sustained 
employment outcomes of over 12 months.  At the time of writing, no data was 
available on the impact of the bonus system on levels of sustained job outcomes, 
over 12 months.23   

The IRO system was evaluated in 2008 and the scheme was described as a ‘great 
success’.24 The evaluation, undertaken by the Ministry for Social Affairs and 
Employment, found that:  

 Job placement rates were consistently higher for people with IROs than those on 
traditional employment programmes, particularly for disabled people who were on 
average 11 percentage points more likely to find work using an IRO.25 

 Although sustainability was not measured, the number of people working on six 
and 12 months contracts was higher for people who opted for an IRO.  Non-
disabled people were on average seven per cent more likely to leave benefits for 
a six or 12 month contract, whilst disabled people were on average three per cent 
more likely to do so.26   

 A greater variety of support activities were purchased using IROs than were 
accessed through more traditional employment programmes. The personal budget 
approach appears to have led to greater customisation, flexibility and 
innovation.27 

 Satisfaction levels were higher among users of IROs.28 

                                        

23 Ibid. 
24 Dutch Ministry for Social Affairs and Employment (2008) Eindevaluatie IRO, Meccano/AStri, Divosa, 
Utrecht, p.15  
25 Ibid. tables 4.2 and 4.3, p.56 
26 Ibid. 
27 Finn, D. (2008) ‘Contracting out welfare-to-work: lessons from the Netherlands’, in Research in 
Public Policy, Bulletin of the Centre for Market and Public Organisation, Issue 7, Autumn 2008, pp.20-
22, University of Bristol 
28 Bosselaar, H. (2009) Personalising welfare to work: the Dutch experience, Meccano/AStri, Divosa, 
Utrecht, p.16 
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 The costs per placement of IROs were higher for non-disabled jobseekers than 
the equivalent costs of traditional contracted services but were actually lower for 
disabled jobseekers.  For non-disabled users, costs were between 100 per cent 
and 140 per cent of the costs of traditional contracted services.  IROs for disabled 
people were calculated as costing approximately 70 to 90 per cent of the 
equivalent costs of traditional contracted services.29  Despite the fact that similar 
support was often purchased for disabled users on the IROs and traditional 
programmes, the difference in costs suggests that disabled people particularly 
benefited from tailor-made support packages, of which they were able to take a 
primary role in the design. 

2.3 Conclusions 

The evidence on personal budgets demonstrates that performance levels can be 
improved by affording individuals the opportunity to choose what support will work 
best for them.  In order to maximise the benefits of this approach, lessons from the 
introduction of personal budgets in the UK and the Netherlands across social care 
and welfare to work tell us that:  

 Taking an incremental approach to the introduction of personal budgets can make 
the implementation process more manageable. 

 The planning process needs to be person centred and thorough.  Individuals with 
a health condition and/or disability are the experts in how their condition affects 
their daily lives and should be given the chance to decide what support they need 
to overcome any barriers they face to finding work.    

 For those individuals who want support in the planning process, it will be critical 
that advice and guidance is available to them.  In the Work Programme model, 
the importance of well-trained PAs, who understand the needs of jobseekers with 
health conditions and/or disabilities, cannot be overestimated. 

 Individuals who are motivated to manage their own budgets to achieve positive 
outcomes are likely to succeed.  In identifying those jobseekers that would gain 
most from a PWB, providers should examine how motivation levels affect the 
success of a PWB approach, particularly early on in the introduction of this 
system. 

 The type of support that people purchase from PWBs is often similar to the 
employment support that is available in more traditional models, although there is 

                                        

29 Ibid. 
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evidence of a greater variety of more innovative support being purchased overall.  
At the same time, by devolving commissioning to the personal level, it appears to 
be more likely that the support package will be ‘tailor made’ to suit the individual 
and that they will be more likely to engage positively with it.  This can, 
subsequently, contribute towards a greater likelihood of job entry. 

 Costs per placement can actually be lower for disabled people who use PWBs than 
for those who opt for more traditional employment support.  More analysis is 
needed on specifically why this is the case.   

 Furthermore, job placement rates can be higher and there is some evidence that 
jobseekers are more likely to secure longer term placements if they access 
support through a personal budget.   

 Claimant choice is an integral part of both the national and municipal welfare to 
work markets in the Netherlands.  Unlike the Flexible New Deal, which was to 
include customer choice in multiple provider areas from October 2010, the 
majority of Work Programme participants will be randomly allocated to providers 
within a CPA.  This means that most volunteers on the programme (i.e. ESA 
claimants who are found unlikely to be fit for work in the first three months 
following their WCA, ESA contributory claimants and ESA support group 
claimants) will be unable to decide which provider they wish to work with.  
Providers will be able to market their support offer to prospective Work 
Programme participants but, in the absence of claimant choice, this will not 
necessarily lead to an increase in referrals.30  It does appear that IB claimants 
awaiting a WCA and income support (IS) claimants (England only) will be able to 
volunteer and choose which provider they work with.31 

 A key difference between the Netherlands PRBs and IROs, and the Work 
Programme, is the payment model.  The burden of financial risk on the Work 
Programme lies firmly with the provider.  Providers in the Netherlands operating 
in the ‘no cure, less pay’ contracting structure of the IRO receive 50 per cent of 
their outcome payment upfront –which means a maximum of €2,500 in some 
cases.  This compares with an upfront ‘attachment fee’ of just £400 or £600 for 
Work Programme providers, and this will only be available in the first year of the 
contract (after which the attachment fee will reduce year on year by 25 per cent 

                                        

30 See Work Programme ItT Q & A Log, Issue 4, Q. 167 www.dwp.gov.uk/docs/work-prog-itt-q-a-log-
13-jan-issue-4.pdf  
31 DWP (2011) Notification to bidders on changes to requirements in  work programme, 28 January 
2011 
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to reach zero in year four/five of the contract).32  On the Work Programme, it will 
therefore be the provider who finances the PWB and we would expect providers 
to manage programme costs as prudently as possible.   

 We believe that the evidence on individual budgets and the performance 
improvements they can bring is sufficient to merit the introduction of PWBs for 
some groups on the Work Programme but we do not think providers will be 
prepared to commit sums equivalent to the costs of IROs and PRBs, particularly in 
the early years of the contract and before the PWB model has been properly 
tested. 

                                        

32 DWP (2010) The Work Programme Invitation to Tender Specification and Supporting Information 
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3 Personal welfare budgets on 
the Work Programme 

In this chapter, we explore in more detail how a system of PWBs could be 
structured.  We consider:  

 which groups could be offered this model of support  

 how needs could be assessed 

 what the planning process could look like 

 what the budget could be and how it might be paid. 

3.1 Target groups  

We believe that, in the first instance, providers could target PWBs at volunteers 
(phase 1 of PWB introduction).  There are three main reasons for this: 

 Whilst we believe that the benefits of personalisation could be realised for the 
whole of the ESA population, it is not expected that providers will break even in 
early years of the contract.  It would therefore be prudent to test this approach 
with volunteers – a cohort of claimants that are likely to be particularly motivated 
to find work. 

 Testing the approach before wider roll-out is important.  The scope of the Work 
Programme is without precedent; never before has a mainstream employment 
programme targeted support at those on an income replacement benefit for 
people with health conditions and/or disabilities.  Piloting this approach should 
allow providers to test how the model works and refine it before potentially 
extending its scope.   

 Taking an incremental approach to PWB introduction is also likely to make the 
implementation process more manageable for staff and allow PAs the opportunity 
to get used to a new approach to support planning and commissioning.  

We propose that PWBs could be introduced in two phases.  Once phase 1 
(volunteers) has been evaluated, and its success determined, we would hope that 
the PWB option would be conditionally extended to all ESA claimants (phase 2).  We 
suggest that the terms of the PWB offer are different for phase 2, with PAs having 
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discretion to determine eligibility for a PWB based on individual circumstances.  
PWBs should not be mandatory for any participant; for those who are eligible but 
choose not to have a personal budget, the option should be available to access 
support though standard programme methods. 

3.2 Assessment and support planning 

We believe there may be merits to giving eligible PWB users who are capable of 
assessing their own support needs the opportunity to do so.  Providing jobseekers 
have access to appropriate support if they require it, self-assessment may help to 
ensure that the individual is placed at the centre of the planning process, whilst at 
the same time, potentially reducing the administrative burden on PAs.      

The production of a costed support plan will be critical to ensuring that the PWB is 
spent on appropriate provision.  That is not to say that individuals should be 
restricted by prescribed options for support.  Providing they are able to present a 
convincing case for including innovative support options in their plan, they could be 
given the flexibility to do so.  Nonetheless, the importance of having PAs that are 
used to working with people with health conditions and/or disabilities and to 
commissioning effective employment support will be crucial in guiding PWB users in 
their support choices. 

3.3 Size of budget 

We propose that volunteers should have access to a PWB to the value of at least the 
level of the year 1 attachment fee available for the applicable payment group 
(details of the payment groups are provided below).   This will mean that the level at 
which the PWB is set may be considerably lower than that available to users of IROs 
and PRBs in the Netherlands.  We believe that this is inevitable; in the UK, the Work 
Programme provider will have access to much less upfront public investment than 
their Dutch peers, so we would expect organisations to exercise caution in investing 
in new models of commissioning.  A smaller budget could allow providers first to test 
the benefits of user control in the commissioning process, without committing to 
unfeasible levels of upfront financial investment.   

3.4 Claimant choice 

Claimant choice, particularly for those people who volunteer to participate on 
employment programmes, can empower individuals to take ownership of their own 
route into work.  We would argue that all individuals who volunteer to participate on 
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the Work Programme should be given the opportunity to choose which provider they 
are referred to. 

3.5 Personal welfare budgets: the figures 

In this section, we examine how the introduction of PWBs might have an impact 
upon job-entry rates and income per participant for target participants on the Work 
Programme. The Work Programme invitation to tender (ItT) was published on 23 
December 2010, providing details of the differential pricing model and the number 
of customers estimated to flow on to the Work Programme during the first contract 
phase.  In January 2011, DWP announced that there would be a new payment 
group 8, which would include IB claimants who are awaiting their WCA and Income 
Support claimants. Across the 18 CPAs, DWP central estimates for ESA customer 
groups and the additional IB/IS group are as follows: 

Estimated customer volumes 

Customer 
group 2011 2012 2013 2014 2015 Total 

ESA 
volunteer 45,000 60,000 52,500 31,250 25,000 213,750 

ESA flow 
(WRAG) 30,000 40,000 40,000 40,000 51,250 201,250 

ESA ex-IB 30,000 62,500 70,000 40,000 7,500 210,000 

IB/IS 12,225 18,550 11,275 2150 - 42,050 

 

The ESA volunteer group includes customers claiming contribution-based ESA in the 
work related activity group (WRAG), who are defined as a distinct group for 
purposes of payment (payment group 5, see table below).  Other claimants can also 
volunteer to participate on the Work Programme: income-related ESA WRAG 
claimants, who are unlikely to be fit for work in the short term (defined as more than 
three months after they receive the result of their WCA) (payment group 5), ex-IB 
ESA claimants who are unlikely to be fit for work in the short term (payment group 
5), all those in the ESA support group (payment group 6 or 7) and IB claimants 
awaiting their WCA and IS claimants (payment group 8). 

The ItT document included details of the differential payment structure that will 
operate on the Work Programme.  The payment structure uses benefit type as the 
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main determinant of funding levels, with the highest payments available for ex-IB 
claimants who are placed on ESA WRAG.  There are between three and four possible 
payments points for each ESA group: 

 The attachment fee: an automatically triggered payment paid at different rates for 
different groups. The amount paid will reduce over the course of the contract: 
100 per cent in year 1; 75 per cent of the original amount in year 2; falling to 50 
per cent in year 3; and zero per cent in years 4 and 5.   

 The job outcome payment: paid at different rates and received once a jobseeker 
has been in work for a continuous or cumulative period.  This payment will reduce 
by 10 per cent from the original level each year for jobseekers in payment groups 
1, 2 (Jobseeker’s Allowance customers) and six per cent from year three of the 
contract.  Price competition exists and DWP expects bidders to calculate 
reasonable levels for different local labour markets. 

 The sustainment payment: paid at different rates, the bulk of the contract value 
will come from these payments.  The outcome is measured on the basis of 
cumulative sustained jobs so if a person leaves work then finds another job within 
their allotted time on the Work Programme (104 weeks) this will count towards a 
sustainment payment. 

 The incentive payment: for ESA claimants, this is only available for the ESA flow 
group and rewards providers who deliver high performance.33  

                                        

33 Defined as 30 per cent above a non-intervention profile.  For more information see: DWP (2010) 
The Work Programme Invitation to Tender Specification and Supporting Information 
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Contribution based 
– volunteers 

5 £400 £1,000 13 £115 17 20 n/a WRAG – unlikely to 
be fit for work in 

short term (income 
related) – 
volunteers 

ESA flow: WRAG – 
likely to be fit for 

work within 
3 months 

(income related) 

6 £600 £1,200 13 £235 17 20 £1,000 

Support group 
Ex-IB: WRAG – 

likely to be fit for 
work within 3 

months 
(income related) 

7 £600 £3,500 13 £370 17 26 n/a 

Ex-IB support group 

 IB (awaiting 
WCA)/IS 8 £400 £1,000 13 £145 17 13 n/a 

 

Based on DWP projections of client flows and expectations for job outcomes, we 
have used our financial model of the Work Programme to estimate the income per 
participant for different groups and required job-entry rates: 

 
DWP payment 
per participant 

(average) 
Job‐entry rate % 

Maximum DWP 
payment per 

participant (Year 
1 starter) 

Maximum DWP 
payment per 

participant (Year 
5 starter) 

ESA Volunteer £1,518 51 £3,700 £3,300 

ESA flow (WRAG) £1,312 28 £7,500 £6,540 

ESA WRAG ex‐IB £1,301 12 £13,720 £13,120 

IB (awaiting WCA) / IS £1,427 51 £3,285 ‐  
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The maximum payment, if the participant secures a sustained job, differs between 
payment groups: for the ESA flow group it is around double the level of the ESA 
volunteer group, and the ESA ex-IB group is approaching four times the ESA 
volunteer level. However, the average payments are expected to be very much 
closer. This is because the expected job-entry rates vary systematically between the 
different groups of ESA participants.  The maximum payment for an ESA volunteer 
starts at £3,700 and falls to £3,300 as the attachment fee is withdrawn.  

We believe that performance improvements could be gained if PWBs were utilised 
for claimants with a health condition, starting with the volunteers across the 
different groups.  In the Netherlands, the job-entry rate for the IRO model exceeds 
that achieved by traditional employment programmes by an average of 11 
percentage points.  If we apply this to the Work Programme model, the income per 
participant will increase across the relevant groups. 

 

Income per 
participant 

Job entry 
rate % 

Potential 
income per 
participant 
with PWBs 

Potential 
job entry 
rate with 
PWBs % 

Potential 
increase in 
income with 
PWBs % 

ESA Volunteer £1,518 51 £1,847 62 21.7 

ESA (WRAG) £1,312 28 £1,795 39 36.8 

ESA WRAG ex‐IB £1,301 12 £2,227 23 71.2 

IB (awaiting WCA) / IS £1,427 51% £1,708 62 20.1 

Potential inc00n income with PWBs 

The table above demonstrates the performance gains that could be realised if an 
improvement of 11 percentage points were gained across the relevant payment 
groups; however, providers may wish to sensitivity test these using lower rates of 
improvement.  It is clear that, in order to deliver optimal contract performance, 
providers will need to achieve job outcomes over and above DWP’s minimum 
performance standards, with significant increases in the number of people staying in 
work for 13 weeks and beyond, along with lower per participant costs than on 
previous programmes.   

We believe that customer choice could be introduced to the programme so that 
providers can engage in active marketing campaigns that could lead to an increase 
in the numbers of volunteers coming onto the Work Programme.  In October 2010, 
DWP said that around 1.5 million people would be reassessed over a three-year 
period, equating to nearly 10,000 nationally a week.  Of these, around 50 per cent 
(750,000) would go on to claim ESA (WRAG), around 300,000 would go on to claim 
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ESA (support group) and around 23 per cent would be found ‘fit for work’, with half 
of these (approximately 170,000) going on to claim Jobseeker’s Allowance.34 
Consequently, despite the fact that over one million ex-IB claimants (those in the 
ESA WRAG and those in the support group) will be eligible for Work Programme 
support, the DWP expects only 60 per cent of these to participate.  There is 
therefore a significant population to whom providers could potentially market the 
PWB. 

In the following section, we look at our how operational proposals for the PWB 
model compare with the personal budget systems used in the Dutch welfare to work 
market. 

3.6 Comparing Inclusion’s proposals for personal 
welfare budgets with personal budgets in the 
Netherlands welfare to work markets 

The following table provides details of how the PWB model would operate along with 
comparable information for the Netherlands PRB and IRO. 

 

                                        

34 DWP (2010) Reassessment of incapacity benefits: An introduction, 11 October  



 

 

 Voluntary participant – Phase 1 ESA mandatory participant 
– Phase 2 

PRBs (Netherlands) IROs 

Assessment and 
support planning 

On referral to provider, claimant 
completes an assessment (option of 
self assessment is given).  Assessment 
will focus on needs and competencies.  

The assessment will inform a costed 
employment support plan which takes 
account of the person’s support needs. 

This plan should include: identification 
of goals for their health, their work 
aspirations and other personal goals 
they think are important; timelines for 
achieving these goals; details of the 
support they may require to achieve 
them; details of the support they wish 
to purchase, how this support will 
make a difference, and the likely costs 
of this support.   The individual can 
seek help and guidance in completing 
their assessment and support plan 
from their PA, a support worker, an 
advocate or a relative/friend.  

Claimant can request 
assessment and application for 
a PWB. PAs will assess 
suitability and it will be at their 
discretion whether or not this 
will be awarded. 

PAs should give priority to 
those claimants who are 
motivated to find work. 

Assessment of jobseeker 
eligibility is undertaken by a 
caseworker within the 
municipality.  Those 
deemed capable of 
managing their own budget 
and demonstrating 
motivation to work are 
most likely to be awarded a 
PRB. 

Eligible jobseekers draw up 
a welfare to work plan with 
support from a number of 
sources, often the 
municipality caseworker. 

Assessment of 
eligibility is 
undertaken by the 
UWV job coach. 

Eligible jobseekers 
choose the 
provider they 
wish to work with 
and then draw up 
an employment 
support plan, 
often with the 
support of an 
adviser working 
for the provider. 



 

 

Sign off The assessment and plan will be 
submitted to the provider. Costed 
plans that do not exceed the year 1 
attachment fee and demonstrate 
evidence of how support will make a 
difference should be signed off. 

Where the costs exceed the year 1 
attachment fee, the PA has the 
discretion to decide whether to award 
the full requested budget.  The 
assessment of need will be used to 
evaluate whether a larger budget is 
required. 

The plan and the budget will 
be submitted to the provider’s 
budget holder.  The provider 
can decide whether a PWB will 
be appropriate. 

Plan is submitted to 
municipality for approval 
and final budget may be 
negotiated between 
municipality and the 
jobseeker. 

Plan is then approved and 
assigned to the jobseeker. 

Plan is submitted 
to the UWV for 
approval and final 
budget may be 
negotiated 
between provider 
and UWV. 

Plan is then 
approved and 
UWV signs a 
contract (the IRO) 
with the provider.  

Payment of budget  The claimant can request to receive 
their personal budget by direct debit or 
for it to be held by their PA or another 
broker.  If it is agreed that the 
claimant can have their budget paid 
into their bank account or to another 
broker that is not their PA, they must 
provide evidence of purchase for their 
support. 

The total budget will vary depending 
on the evaluation of the support plan 
but jobseekers will receive a minimum 
of payment to the value of the 
attachment fee. 

The claimant can request to 
receive their personal budget 
by direct debit, or for it to be 
held by their PA or another 
broker.  If it is agreed that the 
claimant can have their budget 
paid into their bank account or 
to another broker that is not 
their PA, they must provide 
evidence of purchase for their 
support. 

The total budget will vary 
depending on the evaluation of 
the support plan. 

The payment model varies 
– in some areas, providers 
are paid the total PRB 
upfront, in others a ‘no 
cure, less pay’ model 
operates. 

The cost of PRBs varies but 
the maximum is set at 
around €5,000.     

The providers is 
paid 50 per cent 
of the total value 
of the IRO 
upfront and uses 
this to start 
providing the 
support agreed in 
the person’s plan. 

The cost of IROs 
varies.  A 
maximum budget 
of €5,000 is 
available for 
disabled users of 
IROs and €4,000 
for non-disabled 
users.  



 

 

Support evaluation The support plan should be an active 
document.  Claimants should 
demonstrate how their support is 
improving their employment prospects 
and PAs should evaluate the plan at 
pre-agreed points during the allotted 
time period of 104 weeks (two years). 

The support plan should be an 
active document.  Claimants 
should demonstrate how their 
support is improving their 
employment prospects and 
PAs should evaluate the plan 
at pre-agreed points during 
the allotted time period of 104 
weeks (two years). 

The PRB is monitored 
throughout the two years 
that jobseekers have access 
to it. 

The IRO is 
monitored 
throughout the 
two years the 
jobseeker has 
access to it. 

Placement/end Once a person finds employment, if 
any budget remains they may be 
eligible to receive this as a re-
employment bonus. 

If a person does not find work and has 
not spent their PWB, the remainder 
will be returned to, or retained by the 
provider.   

Once a person finds 
employment, if any budget 
remains they may be eligible 
to receive this as a re-
employment bonus. 

If a person does not find work 
and has not spent their PWB, 
the remainder will be returned 
to, or retained by the provider.  

Either the jobseeker finds 
employment and the 
unspent PRB is returned to 
the municipality, or they 
exceed two years and are 
returned to the system.  

Either the 
jobseeker finds 
employment, in 
which case the 
provider is paid 
50 per cent of the 
contract value 
after the person 
has sustained 
work for six 
months or they 
exceed two years, 
in which case the 
provider receives 
no further 
payment and 
must report a 
failed IRO to the 
UWV. 
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This table outlines the PWB model from assessment through to placement.  As 
proposed in our earlier report, we have included the option for providers to offer any 
remaining PWB to claimants as a re-employment bonus.35 We maintain that this 
could be a useful additional incentive; however, further research into behavioural 
economics has suggested that the effectiveness of bonus payments can be 
compromised by their design so it will be important that providers who offer the 
PWB as a re-employment bonus consider how behavioural tendencies, such as 
‘hyperbolic discounting’, might have an impact upon their effectiveness.36  

3.7 Proposals for eligible claimants’ PWB trajectories   

The chart below illustrates the claimant trajectories for both phase 1 and phase 2 of 
PWB introduction. 

                                        

35 Tarr, A (2010) Pathways to What? Making the single work programme work for people on health-
related benefit, Centre for Economic and Social Inclusion   
36When faced with prospective choices, behavioural economists have demonstrated that people have 
a tendency to offset longer term benefits against short-term rewards, and discounting is steeper in 
the immediate future than in the more distant future, a phenomenon called ‘hyperbolic discounting’. 
For more information see Tarr, A. & Riley, T. (2010) Employing Belief:  Applying behavioural 
economics to welfare to work, Centre for Economic and Social Inclusion 



 

 

 

 ESA contribution-based and 
ESA WRAG (unlikely to be fit 
for work in three months) 
referrals (both volunteer 
groups):  

Payment group 5  

ESA flow (mandatory WRAG 
and support group 
volunteers):  

Payment group 6 
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Payment of 
the budget: 

By direct 
payment into 
a bank 
account 

Held by the 
PA who acts 
as a broker 
and 
commissions 
services 

Held by a 
different 
broker (e.g. a 
support 
worker, a 
voluntary 
organisation)  

A combination 
of cash 
payments and 
brokerage  

 

 

Individual 
reviews: 

At agreed 
periods 
throughout 
the allotted 
time period of 
the Work 
Programme, 
the 
customer’s 
support plan 
and budget 
requirements 
should be 
reviewed.   

Phase 1 
volunteers 
in groups 5, 
6, 7, 8 

Eligible for 
a PWB of 
at least 
the year 1 
attachment 
fee 

Phase 2: 

Extend 
application 
for PWB all 
ESA 
customers 
but 
provider 
has final 
decision 
whether to 
allocate 
budget 

IB claimants awaiting their 
WCA and IS claimants:  

Payment group 8 
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4 Conclusion 

This short paper sets out our proposals for PWBs on the Work Programme based on 
supporting evidence.  We believe that this new approach to commissioning support, 
which is led by the user, could offer an innovative and successful way of helping 
more people with health and conditions and/or disabilities into the labour market.  
By combining the specialist knowledge of PAs who understand local labour markets 
and how to improve employability, with the expert knowledge of individuals who 
know best how their condition affects their daily lives, the design of employment 
support can become increasingly person centred and deliver more job outcomes.   

The government has been clear that a step change in performance will be required 
to make the Work Programme work and this challenge is made greater by the 
changing profile of active jobseekers, which will now include many people that 
mainstream employment support has historically failed to help.  We therefore need 
to learn the lessons of other countries and other policy areas which tell us that 
personalisation, from assessment through to support design and commissioning, can 
better meet the needs of people with a health condition looking for work.   

The evidence in support of personalisation demonstrates how it has been effective 
across different public services in improving outcomes for individuals.  Positive 
experiences in social care have led to personal budgets being adopted by new 
sectors – welfare to work in the Netherlands and, more recently, by healthcare in 
parts of the UK, where personal budgets are being piloted in half the primary care 
trusts in England.37  Cross-sector endorsement of personal budgets presents a huge 
opportunity for the development of a new approach to commissioning and to 
defining shared outcomes across services.  The development of personalised 
commissioning, where funding decisions are devolved to the individual level, has the 
potential to ease administrative obstacles to pooled budgets and facilitate the cross 
fertilisation of outcomes. We believe there is scope for further work in this area to 
explore the value of pooled, personal budgets as a means of achieving more 
collaborative service delivery and more effective user outcomes. 

 

 

                                        

37 For more information visit the Department of Health website: 
www.dh.gov.uk/en/Healthcare/Personalhealthbudgets/DH_109443 


