Summary and recommendations

Summary

This report shows those respensible for governance in local government
bodies how they can fight fraud more effectively.

Fraud costs the UK public sector more than £20 billion a vear
and local government more than £2 billion.

in a time of austerity, preventing fraud is even more important to
protect the public purse.

Every pound lost through fraud cannot be spent on providing
public services.

{.ocal government bodies detected fewer frauds in 2012/13, excluding
housing tenancy frauds, compared with the previous year. For these

frauds:
= local government bodies detected 107,000 cases, with a value
of £178 million, down by 14 per cent and 1 per cent respectively cases, with a
compared with 2011/12; value of
= housing benefit (HB) and councii tax benefit {(CTB) fraud accounted
for over two-thirds of the total fraud loss value in 2012/13, at
£120 million, but only 44 per cent of the total cases detected;
= the average value of all detected non-tenancy frauds increased
by 15 per cent in 2012/13; and
= had jocal government bodies detected the same number of
cases as in 2011/12, the reported toss would have been far
greater.
London boroughs detected more fraud than in 2011/12.
= London boroughs increased both the number and value of
frauds detected by 36 per cent in 2012/13.
= But most non-London regions showed a deciine in the number
of detected fraud cases in 2012/13, ranging from 6 per cent to
46 per cent.
The pace of local authority activity to tackle housing tenancy fraud is
accelerating.
m Local authorities recovered over 2,600 homes from tenancy
fraudsters, a 51 per cent increase since 2011/12.
e London councils detected over half (58 per cent) of all tenancy
fraud, although the capital accounts for only a quarter of all
council housing in England.
& Councils outside London more than doubled the number of
tenancy fraud cases they detected, reflecting their increasing
commitment to, and success in, tackling this fraud.
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There is significant variability in detected non-benefit fraud levels
between similar councils,
s Over three-quarters (76 per cent) of all detected non-benefit

fraud cases are found by one quarter (25 per cent) of councils.

»  Some councils, notably 79 district councils, reported no

detected non-benefit fraud.

Some councils' capacity to investigate fraud is reducing. All councils
need to consider how they prioritise resources.

in all regions, more councils reduced investigative capacity in
2012/13 than increased it, although most stayed the same.
London boroughs have done more than other councils to
re-focus their counter-fraud resources towards non-benefit
frauds.

Some councliis are starting to focus more attention on those fraud risks
that are growing. In 2012/13, they detected:

102 cases of Right fo Buy fraud, up 168 per cent since 2011/12;
and

200 cases of social care fraud worth £4 million, a 64 per cent
increase in cases and 82 per cent increase in value since
201112,

Councils face reduced funding and new national counter-fraud
arrangements. They need to assess fraud risks effectively to target
resources where they will produce most benefit. They should:

maintain their capacity to investigate non-benefit fraud following
the intreduction of the Singte Fraud investigation Service (SFIS),
follow the lead of London boroughs and focus more effort on
detecting non-benefit fraud, which directly affects their revenue;
and

ensure they have the right skills to investigate all types of fraud,
which vary in compiexity.

Counciillors have a crucial role in supporting the right approach to deter
and detect fraud. They can draw on a wide range of assistance to help
them do so. They can:

ensure their council understands local fraud risks;

compare their council’s performance in countering fraud with
similar councils;

ensure their councit deploys counter-fraud resources
proportionate to risk and focuses on areas of greatest local
harm;

encourage their council to focus more on deterrence, by widely
publicising action against fraudsters; and

increase staff confidence in whistie-blowing arrangements by
providing corporate leadership of, and support for,
whistle-blowers.,
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Recommendations

All local government bodies should:

use our checklist for councillors and others responsible for
governance {(Appendix 2) to review their counter-fraud
arrangements; and

actively pursue potential frauds identified through their
participation in the National Fraud Initiative (NFI}.

Councils in particular should:

Actively promote a vigorous counter-fraud culture (para 110)

by:

o enforcing robust sanctions for fraud and publicise the action
taken, to enhance local deterrence (para 115);

o encouraging councillors to play an enhanced role in
managing the risk of fraud effectively (para 71 & 113}); and

o reviewing their own whistle-blowing arrangements in line with
current best practice and applying the lessons learned from
the findings of the 2013 Public Concern at Work research on
whistle-blowing (para 133).

Develop a clear strategy to tackle fraud by:

o reviewing their own counter-fraud strategies in the context of
the national Fighting Fraud Locally (FFL) strategy to tackle
local authority fraud (para 120); and

o reviewing their own arrangements against FFL good practice
guidance to be issued in 2013 and 2014 about frauds in
schools, business rates and personal budgets (para 123).

Work in partnership to reduce fraud by:

o considering how best to maximise the benefit of the
Prevention of Social Housing Fraud Act, including closer
partnership working with local housing associations (para 63);

o exploring joint working with other councils, particularly
smaller councils with limited investigative capacity (para 43);
and

o realising the benefits of county councils and district councils
working together to tackle blue badge fraud (disability
parking) in two-tier areas (para 94).

Prepare effectively for the introduction of the Single Fraud

Investigation Service by:

o considering the impact that SFIS will have on their capacity
to tackle non-benefit frauds {(para 45);

o maintaining a capability to investigate non-benefit related
fraud, proportionate to the risk {para 35);

o waorking with SFIS to ensure the approach taken to tackling
benefit fraud continues to reflect local priorities and risks
(para 46).
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s Allocate sufficient resources to tackling fraud by:
o focusing more on detecting and recording non-benefit fraud,
particularly district councils (para 25); and
o targeting their counter-fraud resources where they will
produce the most benefit, assessing the risk of harm against
the measures needed to reduce it {para 18).

m Improve their use of data to measure their performance in
tackling fraud by:

o challenging their performance in tackling non-benefit frauds,
in particular against the results achieved by the top
performing councils (para 25);

o considering whether to apply the National Fraud Authority's
(NFA's) Annual Fraud Indicator methodology to assess the
local impact of the most financially significant frauds (para 18);

o maximising the benefits of reporting frauds through the
Action Fraud website (para 146); and

o requesting an individual fraud briefing from their external
auditor (para 144).

The Department for Communities and Local Government should consider:
m extending powers for councils to investigate all frauds, to protect
the public purse (para 49); and
m what arrangements need to be put in place to collect and
publish data on detected fraud against local public bodies, after
the closure of the Audit Commission (para 152).

Action Fraud should provide regular and timely feedback to all local
government bodies that use the Action Fraud reporting arrangements
{para 147).
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