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Briefing Note TO Scottish MPs
Debate on Tuesday 9 November – Impact of Proposed Housing Benefit Changes
We urge you to oppose changes proposed to Housing Benefit at the debate on Tuesday 9 November. This paper outlines the background, the main elements of the proposals for change and our reasons for seeking your support to oppose these changes.  
Background

Major cuts have been proposed to DWP budgets in June and October this year. These affect the Housing Benefit budget which funds the Local Housing Allowance payable to tenants of private landlords; and to Housing Benefit which is payable to tenants living in social housing available from councils, housing associations and cooperatives. 

The Scottish Federation of Housing Associations (SFHA) recently launched a campaign in conjunction with the National Housing Federation, the Northern Ireland Federation of Housing Associations and Community Housing Cymru.   Housing Benefits: the Campaign for a Fairer System opposes the proposed changes to housing benefit outlined in the Emergency Budget announcement in June and the Comprehensive Spending Review announcement on 20th October 2010.   Through this campaign we hope to identify more appropriate alternatives.

Housing Benefit – Proposals for Change
The main changes proposed to Housing Benefit by the Chancellor, which will affect social landlords in Scotland are as follows:
· Increasing non-dependent reductions, which had been frozen since 1999 under the previous Government. The Chancellor has proposed that by 2014 the levels of non–dependant charges are restored to the rates they would have attained if they had not been frozen; and that the rates are increased every year in line with other benefit up-rating.
· Limits to benefit for working age tenants who are deemed to be ‘under-occupying’. Working age tenants are those aged 20 or over and under state pension age. Under occupation is defined as living in a property that is larger than the household size and structure would warrant. 
Social landlords‟ allocations policies will prevent social tenancies being granted for properties that are „too large‟ at the point of being awarded a tenancy. This policy will affect those households whose circumstances change during the course of their tenancy.
· Reduction in Housing Benefit to tenants in receipt of Job Seekers’ Allowance for more than a year. Jobseekers’ Allowance is a benefit for people actively seeking work. Once a person has been unemployed for 12 months or more they are defined as being long term unemployed. The proposed change means that Housing Benefit to JSA recipients will be cut by 10% after one year.  
· Reduction in rate paid to single people: From 2012, single people under 35 will be paid a shared room rate rather than a rate for a full flat.  The shared room rate is lower than all other housing benefit payments and is currently paid to claimants under 25. It is based on the amount of rent charged for a single room with shared use of the rest of a house.
· Increasing amounts available for Discretionary Housing Payments.  Discretionary Housing Payments (DHPs) provide claimants with further financial assistance when a local authority (LA) considers that help with housing costs is needed.
 Any increase in targeted spending on the most vulnerable is to be welcomed. The Government is increasing its contribution to the DHP scheme from £20 million in 2010/2011 to £30 million in 2011/2012 and £60 million in 2012/2013. However, the total increase in spending is less than 2.5% of the total package of Housing Benefit cuts.

· Measures specific to Local Housing Allowance (payable to private tenants): 

1. Cap on property size 

This change means that tenants in the private rented sector and in receipt of LHA will only be able to claim up to a defined maximum amount for each property size, with an overall limit on LHA set at the cap for four-bedroom property. 

2. Change in setting the LHA 

This change will mean that Local Housing Allowance (LHA) rates will be calculated on the 30th percentile of local market rents rather than the midpoint. This will reduce the number of properties that can be afforded by those on low incomes who need to claim Housing Benefit in order to pay their rent. 

3. Price Index for Uprating 

From April 2013 onwards, the LHA will be up-rated using the Consumer Price Index rather than being based on actual rents in the local rental market area. If average actual rents rise by more than this figure then the actual percentage of the market that would be covered by the LHA will shrink.

In the short to medium term these changes could increase pressure on waiting lists for properties to let from social landlords while public investment in new housing is being slashed.  
Impact of the Proposed Changes

We are opposed to these proposals for the following three key reasons:

1. The Proposed Changes Will Impact Most on the Poorest People In Society 

The Institute for Fiscal Studies has published research showing that the changes will impact hardest on poor families with children (over a 5% loss as a percentage of net income).

The financial penalties proposed will impact on tenants who are in work on low wages, and who are actively seeking work for a year but cannot find a job, just as much as on those who are not seeking a job at all.   This is important in the context of the economic downturn and the lack of employment opportunities available in the current climate.

Financial penalties for those currently under-occupying will impact significantly on tenants of housing associations and co-operatives – and will impact on those actively seeking a new property as much as those who are not.  This proposal will cause problems when children leave home, by actively encouraging parents to move out of a property and away from a community in which they are settled.   Many housing associations in Scotland already help tenants under occupying properties to downsize, in order to encourage make better use of stock.  We believe that this approach is more effective than resorting to financial penalties.
From 2012, the Coalition proposes that single people under 35 will be paid a shared room rate rather than a rate for a full flat.  The shared room rate is lower than all other Housing Benefit payments and is currently paid to claimants under 25.   To demonstrate the impact – a private tenant in a one-bed flat in Glasgow in receipt of Housing Benefit would be getting £98.08 per week, but this will plummet to £69.23 per week as a result of this change.    

According to the DWP’s own figures
 for Scotland (which do not include data for 4 local authorities, East Ayrshire, Falkirk, Moray and West Lothian): 
· 49,740 households in Scotland are shown as losing out from changes to LHA
· The majority (40,000) are in 1 and 2-bedroom flats (45% and 35% respectively) with over 8,000 households of this size in Edinburgh alone.  

· Glasgow stands out with 1400 households estimated to be affected by the shared room measure. This is 61% of all such cases in Scotland, with people typically losing around £7 per week. 

· The average loss varies according to the size of household and ranges from £7.33 p/w for people in shared rooms, around 9 for people in 1 and 2-bed properties to £14 in 3 and 4-bed properties, and over £21 in 5-beds.  

· For households in larger accommodation (4 and 5-bed) the loss ranges from £15 to £70 per week.  This may reflect some councils’ use of private leasing to alleviate difficulties in temporary accommodation and is bound to have repercussions in terms of homelessness in those areas.  
2. Proposed Changes Will Lead to an Increased Demand for Social Housing 

The changes proposed to Local Housing Allowance will make the private rented sector less attractive.   According to the DWP Impact Assessment relating to the changes, on average the proposals will cost LHA claimants on average £12 per week.    Ultimately, this means that people currently living in, or who would otherwise have moved into private rented accommodation, will not be able to afford to do so. These people will then turn to the social rented sector.

It is proposed that Housing Benefit be cut for those who are living in a property deemed too large for their needs – leading to more demand for social housing through the individual needing to seek a home elsewhere. Similarly the increase of non-dependent charges is likely to lead to non-dependents, i.e. someone who normally lives with the Housing Benefit claimant (such as an adult son, daughter, relative or friend) being forced to seek accommodation elsewhere.   This will also lead to that individual claiming Housing Benefit for their new property, thus increasing rather than decreasing the UK Government’s total expenditure on Housing Benefit.

In Scotland, there are already over 250,000 applicants on housing association waiting lists, and the sector is helping to meet the Scottish Government’s 2012 homelessness target.   Any further increase in demand for social rented properties in a climate where investment for new build is constrained will exacerbate the housing crisis. 

3. The Proposed Changes Will Impact on the Revenue Income of Housing Associations and Co-operatives

In Scotland, approximately 60% of social rented tenants rely on full or partial Housing Benefit in order to pay their rent.
 The changes to Housing Benefit are likely to lead to increased rent arrears, increased demand for comprehensive benefits advice, an increased need to profile tenants and a need to review business plans due to uncertainty about receivable income.  All of this comes at a time when the Scottish Government is pushing for efficiency across the sector. This will greatly impact on the ability of housing associations to develop new affordable homes and to invest in neighbourhoods.

Whilst it is always the last resort, these changes may leave associations with no alternative but to pursue every legal remedy available in order to resolve arrears – including eviction.  Every eviction costs social landlords a significant amount – in terms of the resources involved to pursue the arrears, pursuing court action, on-going advice provided to the tenant and then re-letting the property following on from the eviction. Research from Community Finance Solutions in 2006 (reported in ‘Reaping the Benefits’) suggests that every eviction costs a social landlord £6,000.
 Research for Glasgow Housing Association (GHA) in 2005 suggests that every tenancy that breaks down costs the organisation over £1,300 (not including staff time).

Conclusion

In conclusion, the evidence demonstrates the serious impact of the proposals on the poorest in our society. These reforms will also have a detrimental impact they will have on the ability of Scotland’s housing associations and co-operatives to continue to provide vital housing and community services. 
As such the SFHA is campaigning against these changes and urges all Scottish MPs to oppose them and to work towards a better system of Housing Benefit which supports the vulnerable and contributes to a sustainable system of providing affordable housing.

To sign up to back our Housing Benefits campaign please visit this page on our website
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