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The UK Government‘s proposed reforms to housing benefit, as announced in the Emergency 
Budget (June 2010) and Spending Review (Oct 2010), take place within the context of 
reducing public expenditure and wider welfare reform.  Although many commentators have 
argued that housing benefit reform is needed, the proposals have been controversial. Much of 
the comment has related to the potential impact of the proposals in the London area.  

This briefing provides an overview of the main changes proposed to housing benefit, and 
draws together information on the comment that has been made on the potential impact of the 
measures, particularly as they relate to Scotland.  
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SUMMARY 

The UK Government‘s proposals to reform Housing Benefit are intended to tackle growing 
expenditure on the benefit and to address the budget deficit. Another key driver behind the 
reform is the UK Government‘s desire to create a fairer system by ensuring that people on 
benefit do not live in accommodation that would be out of the reach of most people in work.  
Housing Benefit reform should be viewed within the context of wider welfare reform and the 
Government plans to introduce, fully from 2017, a ―Universal Credit‖ to replace most in, and 
out of, work benefits for people of working age, including Housing Benefit.  Details of the 
proposals are still being developed and it is likely that a welfare reform bill will be introduced 
to the UK Parliament this year to effect the proposals. 

Although many commentators, and the Scottish Government, acknowledge that HB is in 
need of reform, in general, the proposals have been controversial. The UK Social Security 
Advisory Committee and the House of Commons Work and Pensions Select Committee have 
both criticised aspects of the proposals. The former argued that changes could increase 
financial hardship and were at odds with policies to incentivise work. Concern has also been 
expressed by the Scottish Government that the proposals will have a ―significant negative 
impact‖ in Scotland and could hamper progress towards the Scottish Government‘s 2012 
homelessness commitment. 

The proposed changes to HB will be implemented between April 2011 and 2013. Most of 
changes to be introduced from 2011 relate to the local housing allowance which is used to 
calculate Housing Benefit for the majority of tenants living in the private rented sector. If rent 
levels remain the same, a general effect of the proposals will be to reduce the supply of 
property where the rent would be covered in full by Housing Benefit.  

In Scotland, around 1 in 5 households receive Housing Benefit (around 470,000 households) 
and many of these will be affected by the proposed changes. According to Scottish 
Government estimates, the planned changes to local housing allowance for 2011 are likely to 
impact on around 55,000 households who, on average, would lose around £10 a week. The 
impact of these changes may be mitigated by landlords in the private rented sector reducing 
their rent levels. However, predicting the behaviour of landlords is not easy and their 
response is likely to be influenced by a number of factors including the geographical market 
they are operating in.  

Other proposed changes will affect tenants living in the social rented sector too, for example, 
the deductions made to Housing Benefit for non-dependents, usually grown up children who 
are working and still living at home, will increase.  There is less detailed information on the 
potential impact of these changes although the Scottish Government has argued that it is the 
cumulative effect of the proposals that will be detrimental to households in Scotland. A key 
challenge for housing providers will be to establish how the reforms will impact in their areas - 
some may find their business planning activities affected depending on the characteristics of 
their stock and tenants. 

The UK Government has recognised that some households may be particularly affected by 
the proposals and has increased the budget for discretionary housing payments to help those 
who may have trouble paying their rent. Further support measures to help local authorities 
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assist private tenants to re-negotiate their rent with their landlord were also announced in 
November 2010. 
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INTRODUCTION  

The UK Government‘s proposed reforms to Housing Benefit (HB), as announced in the June 
2010 Emergency Budget  (HM Treasury 2010a) and Spending Review (HM Treasury 2010b), 
take place within the context of constraining public expenditure and wider welfare reform.  

Although many arguments have been made about the need to reform HB the UK 
Government‘s proposals have been controversial. Much of the comment that has been made 
has related to the potential impact of the proposals in the London area. While benefits are a 
reserved matter, changes to HB will have an impact on tenants in Scotland and on devolved 
housing policy matters.  

This briefing provides an outline of how the current HB system works, key HB statistics, 
details of the proposed changes and draws together information on the comment that has 
been made on the potential impact of the proposals, particularly as they relate to Scotland 

HOUSING BENEFIT  

Housing Benefit (HB) is a means tested benefit designed to help people on low incomes pay 
for rented accommodation whether in, or out of, work.  The rules surrounding the HB system 
are complex and the following section provides a brief overview of the how the system works. 
Further details can be found in the Welfare Benefits and Tax Credits Handbook (CPAG 2010) 
which is held in SPICe.  HB is administered by local authorities on behalf of the Department 
for Work and Pensions (DWP). 

HB is not normally available to tenants that:   

 have savings of over £16,000, unless they are getting the ‗guarantee credit‘ of Pension 
Credit 

 are full time students (unless they are disabled or have children) 

 are asylum seekers or are sponsored to be in the UK.   
 

The amount of HB a tenant can receive is dependent on: 

 their income 

 their savings 

 their household composition, including whether any ―non-dependents‖, normally adult 
children who are working, live with the tenant. 

 their eligible rent:  this is actual rent minus any service charges that HB does not 
cover.  Private sector tenants and tenants of registered social landlords may have their 
eligible rent restricted (see below). In practice though, the rent restrictions mainly apply 
to private rented sector tenants.  The maximum HB that can be paid is the same as 
the eligible rent. 
 

Single people aged under 25 with no dependants, who live in private rented accommodation, 
can normally only get the benefit for a bedsit or a room in shared accommodation. This is 
known as the shared room rate. 

If a tenant is receiving a "Passported Benefit" they will automatically be entitled to the 
maximum HB (minus any non-dependent deductions). These benefits are: - income support, 
income-based Jobseeker's Allowance, or Pension Credit Guarantee. 
Normally, tenants in the private rented sector would be paid the HB directly whereas 
landlords in the social rented sector receive the HB. 

http://en.wikipedia.org/wiki/Welfare_(financial_aid)
http://en.wikipedia.org/wiki/Jobseeker%27s_Allowance
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Private Sector Tenants – Local Housing Allowance   

Tenants living in the private rented sector may have their eligible rent restricted. On 7 April 
2008 the Local Housing Allowance (LHA) scheme was introduced for new claimants living in 
the private rented sector. The majority of tenants in the private rented sector claiming HB are 
assessed through the LHA scheme.  

The LHA determines the amount of eligible rent to be used to calculate HB. LHA rates are set 
within Broad Rental Market Areas (BRMAs) which are determined by rent officers, who work 
for Rent Service Scotland, and which are intended to reflect the areas in which people live 
and access services. Rent officers collect rental evidence in these areas and then set rates 
for properties ranging from a room in a shared property up to a property with five bedrooms. 
Currently, LHA rates are set at the median rent for non –HB supported tenancies in the 
BRMA so that tenants are able to afford around 50% of privately rented properties within that 
area.   Size criteria are used to determine the number of bedrooms a household requires, 
e.g. a couple with no children would receive the LHA based on a one-bedroom property. 
Since April 2009 LHA rates have been capped at the five bedroom level regardless of 
household size. There are 18 BRMAs in Scotland and Table 1 illustrates how the rates vary 
amongst BRMAs.   

Table 1: LHA Rates December 2010 

BRMA 
1 room  1 bed  2 bed 3 bed 4 bed 5 bed 

       Aberdeen & Shire £76.27 £122.31 £150.00 £173.08 £219.23 £253.85 

Argyll & Bute £73.85 £88.85 £114.23 £135.58 £196.15 £288.46 

Ayrshire £69.23 £86.54 £103.85 £125.77 £167.31 £219.23 

Dumfries & Galloway £65.77 £83.08 £100.38 £114.23 £138.46 £173.08 

Dundee & Angus £57.69 £80.77 £113.08 £150.00 £190.38 £227.31 

East Dunbarton £69.23 £98.08 £132.69 £160.38 £229.62 £323.08 

Fife £59.00 £84.81 £103.85 £126.92 £182.31 £201.35 

Forth Valley £65.77 £86.54 £111.92 £138.46 £184.62 £253.85 

Greater Glasgow £69.23 £98.08 £126.92 £160.38 £230.77 £363.46 

Highlands & Islands £65.77 £96.92 £115.38 £138.46 £175.97 £196.15 

Lothians £75.00 £115.38 £150.00 £206.54 £295.38 £386.54 

North Lanarkshire £69.23 £86.54 £103.85 £126.35 £178.85 £206.54 

Perth & Kinross £60.58 £87.69 £115.38 £150.00 £196.15 £229.62 

Renfrewshire/Inverclyde £69.23 £86.54 £103.85 £138.46 £190.38 £253.85 

Scottish Borders £60.00 £79.04 £98.08 £115.38 £160.38 £196.15 

South Lanarkshire £69.23 £86.54 £108.46 £137.31 £196.15 £259.62 

West Dunbarton £67.39 £91.15 £114.23 £132.69 £183.46 £219.23 

West Lothian £65.77 £98.08 £121.15 £138.46 £190.38 £207.69 

Source: Scottish Government website http://www.scotland.gov.uk/Topics/Built-
Environment/Housing/privaterent/tenants/money/localhousingallowance/Figures-
1/LHADECEMBER2010 

The local authority uses the appropriate LHA rate, based on the area where the person lives 
and the size of their household, to determine the maximum amount to be included in the HB 
calculation. LHA rates are published each month so that prospective tenants know in 
advance of entering into a tenancy agreement the maximum level of HB they could receive.  

http://www.scotland.gov.uk/Topics/Built-Environment/Housing/privaterent/tenants/money/localhousingallowance/Figures-1/LHADECEMBER2010
http://www.scotland.gov.uk/Topics/Built-Environment/Housing/privaterent/tenants/money/localhousingallowance/Figures-1/LHADECEMBER2010
http://www.scotland.gov.uk/Topics/Built-Environment/Housing/privaterent/tenants/money/localhousingallowance/Figures-1/LHADECEMBER2010
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Where a tenant‘s rent is less than the LHA rate that applies to them the tenant can keep any 
excess of up to £15 per week.  This provision was introduced by the previous Labour UK 
Government with the aim of giving tenants an incentive to shop around and to reduce rent 
levels. However, the previous UK Government had also intended to end this provision from 
April 2011 (originally it was supposed to end in April 2010 but this was delayed after 
opposition to its removal).  

If a tenant‘s rent is higher than the LHA rate they will need to pay the difference from other 
sources of income or look for alternative accommodation. Tenants in this situation may be 
eligible for a Discretionary Housing Payment (see below) from the local authority.  

The DWP is conducting a review of the first two years of the operation of the LHA scheme, 
which is expected to report shortly.  

Other private rented sector tenants 

It is worth noting that there are other tenants living in the private rented sector whose benefit 
is calculated in a different way from the LHA scheme, and will therefore not be affected by 
the changes to LHA.  From 2 January 1996 to 6 April 2008, the local reference rent rules 
were applied to HB claims. In these cases the level of eligible rent was decided by rent 
officers based on rent that would be a "reasonable" rent in the area for the size of premises 
the tenant occupies in comparison to what would have been obtained by the landlord had the 
property not been rented to someone on HB. These rules still apply to tenants who have not 
had a break in their HB claim or who have not moved property, since the LHA rules were 
introduced.  The local reference rent rules also apply to tenants of registered social landlords 
where the local authority believes that the rent is unreasonably high or the accommodation is 
unreasonably large for the household size. 

There are further pre-1996 rules which apply to claimants who have been continuously 
entitled to, and in receipt of, HB since 1 January 2006 and continue to occupy the same 
home.  

Rent restriction rules do not apply to regulated tenancies. In Scotland, that is the case with 
tenancies entered into before 2 January 1989. 

Discretionary Housing Payments 

Since 2 July 2001, Discretionary Housing Payments have allowed local authorities to help 
those entitled to HB who, in their opinion, require further financial assistance with housing 
costs. Local authorities have discretion to make such payments, to specify the amount to pay 
(within certain limits) and how long the payments will be made for. The relevant regulations 
are the Discretionary Financial Assistance Regulations 2001 [SI 2001/1167].  The UK 
Government uses a distribution formula to allocate a budget for Discretionary Housing 
Payments to each local authority. Local authorities can supplement the Government‘s 
contribution by 2.5 times. For 2010-11 the UK Government‘s budget is £20m which means 
the maximum that can be paid out by local authorities is £50m (DWP 2010 a). 
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KEY STATISTICS   

Table 2 provides some key HB statistics for Great Britain (GB) and Scotland.  As at 
September 2010 throughout GB there were 4.78 million recipients of HB. The average 
weekly amount of HB was £84.36. Just over two thirds, 68%, of HB recipients were tenants of 
social sector landlords and just under a third, 31%, were tenants of private sector landlords.  
The majority of private rented sector tenants, 75%, were assessed under the LHA scheme.  
Just over two-thirds, 69%, of HB recipients were also in receipt of a passported benefit 
(Income Support, income-based Jobseeker‘s Allowance, income-based Employment and 
Support Allowance or Pension Credit (Guarantee Credit)).   

Just under 470,000 households in Scotland receive HB which is around 20% of all Scottish 
households. A local authority breakdown of HB recipients is given in Appendix 1.  Glasgow 
City Council contains the largest proportion, almost one fifth, of the HB recipients in Scotland, 
and 32% of all its households receive HB.  

Table 2 also indicates that in Scotland there is a smaller proportion of HB recipients living in 
the private rented sector, 18%, compared to 31% in Great Britain. Appendix 1 shows that 
relatively high proportions of HB recipients live in the private rented sector within Edinburgh 
(28%), Perth and Kinross (26%), Argyll and Bute (26%) and Orkney (25%). In contrast, other 
areas have much lower proportions of HB recipients in the private rented sector, for example, 
10% in West Dunbartonshire and 11% in Falkirk.   

Rents in Scotland tend to be lower than in other parts of GB and this is reflected in the lower 
average HB award in Scotland for both social rented sector tenants and tenants assessed 
under the LHA scheme. 70% of HB recipients in Scotland are also in receipt of a passported 
benefit. 

Table 2: Housing Benefit Statistics  

 Great Britain 
Number   

Great Britain 
Average 
weekly award 
£p week 

Scotland  
Number  

Scotland 
Average 
weekly 
award £  

Total claimants  4,797,460 £84.36 469,000 
 

£67  

Passported Benefit 3,249,870 £87.59 337,500  

Social Rented Sector 
Tenants  

3,308,460 £72.74 383,200 
 

£60.54  

Private Rented Sector  
of which: 

1,486,420 £110.35 85,550 
 

£94.03 

Private Regulated 
tenants  

48,090 £77.41 1,600  

Local Housing 
Allowance  

1,122.30 £ 113.67       64,140 
 

£98  

Non-local housing 
allowance  

315,860 £103.69 19,790  

Sources: GB figures (as at Sept 2010) and Scotland totals DWP (2010b)  

Scotland numbers (Scottish Government personal communication). Figures relate to July 2010 

Scotland social rented sector average award S3W-37165 (Scottish Parliament 2010a), Scotland average award 

(DWP 2010c) (based on March 2010 caseload) 

Scotland private rented sector average award per 

week S3W-37166 (Scottish Parliament 2010b)   

 Note: Components may not sum to total due to (i) independent rounding (ii) exclusion of unknown and 

other small categories.  Figures are rounded to the nearest 10. 
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Expenditure on Housing Benefit  

One of the UK Government‘s key arguments behind the proposed reforms is the need to 
control public spending. Throughout GB, expenditure on HB has risen by almost 80% (in 
cash terms) from £11,176m in 1997-98 to £19,978m in 2009-10 (provisional) (DWP 2010d). 
This is almost a 35% increase in real terms.  

Graph 1 shows that HB expenditure in Scotland has risen at a slightly slower rate compared 
to GB expenditure as a whole. From 1997-98 expenditure rose from £1,014m to 2009-10 
£1,556m, a rise of 53 % in cash terms or 15% in real terms.  

Graph 1: Housing Benefit Expenditure in Scotland 1997-98 to 2009-10 

 

Source: DWP (2010d)  

PROPOSED CHANGES  

Table 3 provides a summary of the proposed changes. Changes 1,2,4,6, 7,9,10 and 11 were 
announced as part of the June 2010 Emergency Budget (Treasury 2010a). In addition, the 
UK Government intends to implement the previous UK Government‘s commitment to remove 
the £15 weekly excess that some customers can receive under the LHA arrangement 
(change 3).  A further two changes (5 and 8) were announced as part of the Spending 
Review in October 2010 (Treasury 2010b). The package of reforms is aimed at saving 
£1,765m by 2014/15.  

The proposed changes will be implemented at different points from April 2011. Most of the 
changes can be made by secondary legislation. Those changes that do require primary 
legislation are likely to be included in the Welfare Reform Bill which is expected to be 
introduced to the UK Parliament in early 2011.  
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Table 3: Summary of Proposed Changes to HB  

 Date of 
Change 
/Legislative 
Requirements  

Change  Who it will affect 

1. April 2011 

Secondary 
legislation 

Capping the weekly LHA rates at: 

£250 for a one bedroom property 

£290 for a two bedroom property 

£340 for a three bedroom property  

£400 for a four or more bedroom property. 
(the 5 bedroom rate is removed) 

Private (LHA) tenants  

2. April 2011 

Secondary 
legislation 

Calculating LHA rates at the 30th 
percentile of rents in each Broad Rental 
Market Area rather than the 50th percentile 

Private (LHA) tenants 

3. April 2011 

Secondary 
legislation 

Removal of £15 excess that allows 
claimants to keep up to £15 of difference 
between the LHA and the actual rent 
(announced by the previous UK 
Government  

Private (LHA) tenants  

4. April 2013 

Primary 
Legislation 

Linking LHA increases to the consumer 
prices index (CPI), rather than to rent 
increases 

Private (LHA) tenants  

5. April 2012 

Secondary 
legislation 

Raising the shared room rate from under 
age 25 to under age 35 

Private Tenants  

6 April 2011 

Secondary 
legislation 

Amending the size criteria used to assess 
HB claims in claims in the private rented 
sector to include an extra bedroom for 
disabled claimants who have a need for 
overnight care and this is provided by a 
non-resident carer(s) 
 

Private tenants  

7. April 2013 

Primary 
legislation 

Restricting HB for working age social 
tenants who occupy a larger property than 
their family size warrants to a standard 
regional rate for a property of the 
appropriate size 

Social Rented Sector 
Tenants  

8. April 2013 

Primary 

legislation 

Household benefit payments will be 
capped on the basis of median earnings 
after tax for working households 

All tenants  

9. April 2011 

Secondary 
legislation 

Non-dependent deductions will be 
increased. 

All tenants who have 
non-dependents living 
with them 
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10. April 2013 

Primary 
legislation 

Restricting HB to 90% of the full award 
after 12 months for claimants who are in 
receipt of Jobseekers Allowance. 
 
 

All tenants on JSA for 
12 months or more 

11. By 2014/15 

 

 

Increase the contribution to local 
authorities‘ funding for Discretionary 
Housing Payments  

All tenants who are 
eligible 

 

Housing Benefit Regulations  

The Housing Benefit (Amendment) Regulations 2010 2010(2835) and the Rent Officers 
(Housing Benefit Functions) Amendment Order 2010 2010 (2836) (which will implement 
changes 1-3 and 6) were laid before Parliament on 30 November 2011. This was 
accompanied by a UK Government announcement outlining changes to implementation 
dates and measures to support the introduction of the reforms.   

The introduction of the LHA caps and calculation of LHA on the 30th percentile will come into 
effect from April 2011, previously this latter measure was due to come into effect from 
October 2011. Originally, it was intended that existing tenants, assessed under the LHA 
arrangements, would have been subject to the changes when their claims were reviewed 
(normally on the anniversary of their claims). Now, existing tenants will be exempt from the 
changes for up to 9 months from the date their claim is reviewed. The UK Government claims 
that this is ―…to allow them time to adjust to any reduction in Housing Benefit entitlement and 
in practice means many existing customers will not be affected until after January 2012‖ 
(DWP 2010e).  

The UK Government also announced that a further £50 million would be made over the 
Spending Review period to support implementation of the changes, such as helping local 
authorities negotiate lower rents with landlords and helping those tenants that need to move. 
Furthermore, in order to incentivise private landlords to lower rents, direct payments to 
landlords would be allowed, although it was made clear that this to be a temporary measure 
(DWP 2010e). 

Wider Welfare Reform  

The above proposals should be viewed within the context of the UK Government‘s wider 
welfare reform proposals.   On 11 November 2010 the Department for Work and Pensions 
published a White Paper, Universal Credit: welfare that works (DWP 2010f) that sets out the 
Government‘s plans for a ‗Universal Credit‘ to replace most in-work and out -of -work benefits 
for people of working age. The intention is to introduce the Universal Credit for new claims 
from October 2013, with the aim of completing the transfer of all existing claimants to the new 
system by October 2017 (Kennedy 2010).  

The Universal Credit is to replace a range of existing benefits and tax credits for people of 
working age, including HB. The plan is for it to comprise a basic ‗personal amount‘ plus 
additions for children, disability, carers and housing costs. Amounts for rent will be similar to 
support provided by local authorities through HB.  The intention is to replace housing 
assistance through HB with Universal Credit over several years. The White Paper states that 
there are many ‗policy and operational issues to work through‘ in respect of housing. The 

http://www.legislation.gov.uk/uksi/2010/2835/made
http://www.legislation.gov.uk/uksi/2010/2836/contents/made
http://www.legislation.gov.uk/uksi/2010/2836/contents/made
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Scottish Government (2011) has commented that there is a lack of detail about how these 
proposals interact with other announcements.  

As indicated earlier, the UK Government plans to introduce a Welfare Reform Bill in 2011 to 
give effect to the changes. 

REASONS FOR CHANGES  

The background to the HB changes is the budget deficit and the reductions in public 
expenditure that the Government is making to tackle it (DWP 2010g). As noted earlier, 
expenditure on HB has almost doubled (in cash terms) over the last ten years, and without 
reform, total expenditure is forecast rise a further 24% by 2015-16. The UK Government has 
provided the following justification for the changes: 

 ―Importantly, the measures announced will provide a fairer and more sustainable 
Housing Benefit scheme by taking steps to ensure that people on benefit are not living 
in accommodation that would be out of reach of most people in work.. This will also 
begin to address the disincentives to work in the current system created by high rates 
of benefit. The average Housing Benefit award for Local Housing Allowance cases is 
over £9 per week more than for customers still on the previous scheme for the private 
rented sector…. 

From April 2011 the overall caps on Local Housing Allowance rates will address 
excessively high rates paid to some customers. At the same time the removal of the 
five bedroom rate will bring the housing choices of larger families more in line with 
those who do not claim Housing Benefit. Reducing all rates to the 30th percentile 
rather than the median will bear down generally on the rental values being met 
through Housing Benefit from October 2011. The £15 excess which allows tenants to 
receive more benefit than they need is not justifiable in the current fiscal climate and 
its withdrawal will take effect from April 2011. Although the excess may have given 
some tenants an incentive to shop around for properties below the Local Housing 
Allowance rate the reduction in rates overall means there is no longer a case to retain 
it…‖  (DWP 2010g)  

Proposals to reform HB are not new, and some of the arguments for reform advanced by the 
current UK Government have been made before.  The previous Labour UK Government had 
decided to remove the £15 excess, and to take out the top one per cent of rents from the 
market evidence database used to calculate the LHA. Further proposals for change were set 
out in the consultation paper Supporting People into Work: the Next Stage of Housing Benefit 
Reform (DWP 2009). The paper focussed on proposals for a reformed HB system to 
―…complement our wider welfare programme by supporting people to move into work. But it 
should also support the aspirations for a decent home in a mixed community and it should be 
affordable and represent value for money‖. One of the key drivers behind the proposals was 
the fact that the introduction of the LHA had been accompanied by a greater increase in 
expenditure on HB than originally anticipated (Wilson 2010a).   

The Labour Party manifesto proposed to reform HB to, ―…   ensure that we do not subsidise 
people to live in the private sector on rents that other ordinary working families could not 
afford‖ (Labour Party 2010).  
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IMPACT AND COMMENT 

The following section considers information on the impact and comment that has been made 
of the proposed changes to HB, particularly in relation to Scotland.   

The UK Government has produced information on the impact of the changes to the LHA 
which are due to be implemented in 2011 (see below) and will produce further information on 
the impact of measures to be implemented after 2011. The Scottish Government has 
published a separate Scottish impact assessment which is produced in conjunction with a 
Stakeholder Advisory Group (Scottish Government 2011).  

In general, the proposals have been subject to much criticism. The Social Security Advisory 
Committee (2010) (the main UK advisory body on social security matters) reported on the 
draft regulations to implement measures proposed to come into effect in 2011 and concluded 
that the measures represent a ―…a high risk approach to managing the cost of Local Housing 
Allowance cases‖  and recommended that that the Government should not go ahead with the 
package of reforms.   

At the end of December 2010 the House of Commons Work and Pensions Select Committee 
(2010a) published their report on the measures announced in the June Emergency Budget. 
The Committee accepted the Government‘s desire to slow the sharp rise in HB costs, 
however, it expressed concerns about the availability of private rented accommodation in 
certain localities, which tenants are likely to be able to secure at the new HB levels. The 
Chair of the Committee, Anne Begg, also commented that, ―It is difficult to judge at the 
moment to what extent Housing Benefit claimants will change their behaviour as a result of 
these proposals‖ House of Commons Work and Pensions Select Committee 2010b). 

The Scottish Government has expressed concern about the UK Government‘s lack of 
consultation with the Scottish Government on the proposals (Scottish Parliament Local 
Government and Communities Committee 2010a), and its impact analysis suggests that  
―…at this preliminary stage it is quite clear that the changes to Housing Benefit will have a 
significant negative impact in Scotland (Scottish Government 2011). 

The Scottish Federation of Housing Associations (SFHA) is running a campaign against the 
measures. The SFHA believes that the measures will, ― impact most on the poorest people of 
society, lead to an increased demand for social housing and impact on the revenue income 
of housing associations and co-operatives‖ (SFHA 2010a). 

PRIVATE RENTED SECTOR:  LHA CHANGES 2011-12 

The changes to LHA due to come into force in 2011-12 ( measures in Table 3 above) will 
apply to new customers from April 2011 and for existing customers nine months after their 
claim has been re-determined (either on the anniversary of their claim or where their 
circumstances have changed).   

On 23 July the DWP published Impacts of Housing Benefit proposals: Changes to the Local 
Housing Allowance to be introduced in 2011-12 (DWP 2010c) and excel tables have also 
been produced. The analysis is based on the HB caseload at March 2010 and it has been 
assumed that claimants would be renting at the same rent level in the same property and 
with the same household composition. No behavioural changes have been assumed, such as 
claimants moving to a cheaper property or landlords reducing their rents.  
 
The analysis reports on ―losers‖ or those ―losing out‖. This could be actual losers whose HB 
would decrease or notional losers, meaning that they would not see any benefit decrease, 

http://www.sfha.co.uk/sfha/current-campaigns/housing-benefit/menu-id-90.html
http://www.dwp.gov.uk/docs/impacts-of-hb-proposals.pdf
http://www.dwp.gov.uk/docs/impacts-of-hb-proposals.pdf
http://www.dwp.gov.uk/local-authority-staff/housing-benefit/claims-processing/local-housing-allowance/impact-of-changes.shtml


 14 

but would receive less HB compared to what they would have done under the previous 
scheme. So, for example, a new LHA customer applying for HB  after the measures take 
effect may ‗notionally lose out‘, meaning that they would receive less than under the current 
arrangements. In some cases detailed data is not available. Importantly for Scotland data is 
missing for East Ayrshire, Falkirk, Moray and West Lothian Councils. These limitations 
should be borne in mind when considering the data. The Scottish Government has estimated 
that this missing data would increase the total figures for Scotland quoted in the report by 
about 10% (Scottish Government 2011).  

Tenant impact  

Table 4 is based on the UK Government‘s impact analysis described above (DWP 2010c) 
and shows the estimated impact of all the individual measures due to come into effect in 
2011-12 and the combined impact of the measures. It is clear that restricting the LHA rate to 
4 bedrooms and the introduction of maximum caps on the LHA will have relatively little 
impact in Scotland. The measures to set the LHA rates at the 30th percentile, and remove the 
£15 excess, will have a greater impact, where respectively, 79% and 51% of the caseload 
would lose out.  

Taking all the proposals together, 497,300 tenants in Scotland, or 97%, of the LHA caseload 
would lose out.  Bearing in mind that data was not available for four councils in Scotland the 
Scottish Government has estimated that the overall figure should be increased by about 10% 
and suggests that around 55,000 tenants affected would be a useful approximation (Scottish 
Government 2011).  The average loss per loser is estimated to be £10 a week. In 
comparison, LHA tenants in GB as a whole would lose £12 a week and those in the London 
area would lose almost double this amount, £22 per week.  

Table 4: Estimated impact of changes to LHA tenants in Scotland in 2011-12 

 Estimated 
Number of Losers  

% of caseload  Average loss per 
loser per week, £ 

Restrict LHA levels to 4-bed rate 
and apply maximum caps 

110 - -51 

Set LHA rates at 30th percentile 40,420 79 -7 

Remove the £15 excess 26,040 51 -12 

Overall 

Including estimate for missing data 

49,730 

55,000 

97% £10 

Source: DWP 2010c, Scottish Government 2011 

These overall average losses conceal variations by local authority area and by bedroom size. 
Appendices 2 and 3 provide more detailed information on the loss or notional loss per loser 
by local authority area and bedroom size.  

While a relatively small number of LHA tenants live in 5 bedroom properties (0.8% GB wide) 
this is the group that would lose the greatest amount from the changes, for example, the 
average loss for a household in a 5 bed property in Greater Glasgow would be £33 a week 
while in East Lothian it would be £70 a week.   Much of the comment that has been made 
about the potential impact of the changes has related to the impact in the London area. In 
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comparison, a LHA tenant in a 5 bed property in Camden would lose £262 per week and 
£641 in Kensington and Chelsea. Such figures that have led to claims that certain parts of the 
country will be ―no-go‖ areas for HB claimants (Community Care 2010).   

LHA tenants in smaller properties would lose a smaller amount, for example, the loss would 
be £8 a week for a 1 bed property in Angus, £5 a week for a 1 bed property in East 
Dunbartonshire and £7 a week for a 2 bed property in Inverclyde. 

The UK Government has recognised that the changes will have a larger impact on very large 
families and also on households of all sizes in inner London, but has also stressed that the 
impact of the measures should also be considered in the context of the ―…wider package of 
measures that have been announced; importantly the extra money distributed to families with 
children through the tax credit system‖ (HC Deb 4 Oct 2010a).  

If tenants have a shortfall between the rent they pay and the HB they receive and wish to 
stay in their existing properties they will have to meet the shortfall from other sources of 
income if rent arrears are to be avoided. Some tenants already make up a shortfall in HB and 
they may be willing to continue to do this. Statistics from 2009 indicate that 48% of tenants 
who received HB under the LHA arrangements have an average shortfall of £23 per week 
(HC Deb 5 March 2010). It is not clear what this figure is in Scotland alone.  

For those tenants who cannot afford to, or who do not wish to, make up any shortfall in HB 
from other sources of income then they may need to move to properties with lower rents. 
This could mean moving to different geographical areas or to lower quality properties.   The 
UK Government has said it is not possible to estimate the number of households that will 
move as a result of the changes (HC Deb 28 Oct 2010).   

A key argument behind the changes is that tenants on HB should not be able to live in areas 
that other low income households not on HB cannot afford to live in too. But many tenants 
claiming HB will already be working.   Around 42,000 or 9% of all HB claimants in Scotland 
are in work. Employment rates among LHA claimants in the private rented sector are higher 
at around 19% of claimants (Scottish Government 2011). This perhaps reflects the higher 
proportion of claimants in the social rented sector who are beyond working age or unable to 
work due to disability etc. The UK Government has acknowledged that there could be 
negative impacts for HB claimants who are working: 
 

―There could also be negative impacts for Housing Benefit customers who are 
working if they have to move to an area where they need to extend their commute to 
their place of work. This impact may be more pronounced in inner London than 
elsewhere. We do not currently have robust data that allows us to determine the 
extent of an impact on working households by area (DWP 2010g) 

But to mitigate these effects: 

 ―…a more positive impact is that moving to more affordable accommodation could 
encourage households to take up employment.  (DWP 2010g) 

A further mitigating effect could result from a change to the areas that the broad market rental 
areas (BRMAs) are based on. A reduction in the size of BRMAs could mean that the spread 
of rent levels will be less extreme over more compact geographical areas.  The Social 
Security Advisory Committee recommended that the Government review the BRMAs to 
ensure that 30% of PRS properties are available to HB claimants in each local authority area.  
In Scotland this would mean 31 BRMAs, rather than 18. The UK Government responded that,  
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―Although Broad Rental Market Area boundaries will remain broadly as they are in the 
short term, and particularly whilst the changes are introduced, the Department will 
reconsider these areas as part of the longer term Housing Benefit Budget measures, 
and specifically in relation to the move to set Local Housing Allowance rates according 
to Consumer Price Index. One option that the Government is keen to explore is 
whether areas could be co-aligned with local authority boundaries‖ (Social Security 
Advisory Committee 2010). 

Landlord Impact 

An option for tenants faced with a shortfall in HB would be to re-negotiate their rent with the 
landlord, particularly where the reduction is small. The UK Government claims that, 
―…landlords might prefer to accept a reduced rent from a good tenant than run the risk of 
letting to someone new‖ (DWP 2010g). 

Predicting the reaction of landlords to changes in HB is not easy and is likely to be partly 
influenced by the market they are operating in. In a House of Commons debate, Anne Begg 
MP argued that although some landlords may be willing to reduce their rent this would not 
happen in areas, such as Aberdeen, where there is a buoyant housing market:  

―….We also know that there is a housing shortage in Aberdeen, as there is in many 
other places, so many landlords will not rent for housing benefit. …. We know that 
rents are going up. It cannot be true that landlords will therefore reduce their rent 
because we know that there are plenty of other people who will be willing to take 
these houses if the housing benefit person cannot afford them. There will be areas in 
which the market will not operate effectively, …, but although it may be true in some 
areas, it will definitely not be true in other areas that already have a buoyant market.‖ 
(HC Deb 9 Nov 2010)  

Some landlords may also consider to stop renting to HB claimants altogether as they may be 
at greater risk of building up arrears. In evidence to the House of Commons Work and 
Pensions Select Committee Lord Freud, the Welfare Minister, was more positive about the 
potential for landlords to reduce their rents. He referred to the fact that on average HB is paid 
to around 40% of tenants in the private rented sector and that, ―…when you are 40% of the 
market on average, it is very difficult for the supplier to do anything but take serious notice of 
the new terms of trade‖ (House of Commons Work and Pensions Select Committee 2010 Ev 
24). 

The Social Security Advisory Committee (2010) was sceptical that landlords would 
reduce their rents and reported:   

―Welcome though a general drop in rent levels would be, we can see no 
incentive for landlords in the PRS to respond to the proposed changes in this way. 
......Even supposing that some landlords would be willing to make reductions in the 
rents they charge (and there seems to be little evidence to suggest that this would be 
the case, particularly in areas of high demand for rental properties), the most 
immediate consequence of the proposed changes would be a substantial 
displacement of low income households in search of cheaper accommodation, and 
much greater pressure on the availability of housing in the PRS. At the same time, 
over-crowding and pressure on the cheapest shared accommodation – a type of 
accommodation that is already almost impossible to find in some areas – is likely to 
increase‖. 
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In response to these concerns the UK Government announced their intention to support local 
authorities:  

―The Government intends to work closely with local authorities to help tenants 
renegotiate their rent with landlords and to encourage landlords to reduce rents to 
more reasonable levels. As part of this, the Government will extend local authorities‘ 
discretion to make direct payments to landlords where they believe it would help 
tenants secure or retain a tenancy.‖ (Social Security Advisory Committee 2010) 

The UK Government is considering longer term changes to direct payments in the context of 
the LHA two year review. 

Impact on the social rented sector  

It has been argued that changes to LHA may mean an increased demand for social sector 
housing, along with an increased demand for benefit and money advice services (SFHA 
2010b).  There may also be possible implications for homeless applications (see later for 
discussion on this point).  

PRIVATE SECTOR: SHARED ROOM RATE 

From 2012, the UK Government proposes to increase the age for the shared room rate 
(SRR) from age under 25 to age under 35. The SRR currently applies to single people, 
without children, aged under 25 (although there are certain exemptions) and these claimants 
are restricted to the rate for a room in accommodation with shared facilities  rather than the 
LHA rate (or the local reference rent for tenants prior to the introduction of the LHA) for a 1 
bed property. This change could potentially affect around 7,500 tenants in Scotland. 

The SRR was first introduced in 1996 ―...to ensure that Housing Benefit does not encourage 
young people to leave the parental home unnecessarily or to take on higher priced 
accommodation at the taxpayers‘ expense than they could afford form their own earnings.‖ 
The SRR has been controversial since its introduction; several organisations, including 
Shelter and Citizens Advice have lobbied for its abolition on the grounds that it makes it very 
difficult for young adults to find accommodation (Wilson 2010b). 

Announcing the change, Chancellor George Osborne said, ‗This will ensure that housing 
benefit rules reflect the housing expectations of people of a similar age not on benefits‖  
(Guardian 2010). Throughout Great Britain around 88,000 single 25 to 34 year olds are 
currently claiming HB and are not in receipt of severe disability premium in HB (HM Treasury 
2010c). In response to a PQ the Scottish Government indicated that there around 7,490 
recipients of HB, assessed under the LHA arrangements, who were single without children 
and aged 25-34 (at July 2010) (Scottish Parliament 2010c).  It is not clear how many of these 
are currently claiming above the SRR. The majority of these households are based in 
Glasgow and Edinburgh. 

The proposal will take effect after the revised calculation of LHA on the 30th percentile of 
rents comes into effect.  Using the indicative LHA rates based on the 30th percentile of rents 
in each BRMA in Scotland, Table 5 shows the difference between the SRR and a one-
bedroom rate.  It is clear that the difference between a SRR and a one bedroom rate will vary 
amongst the BRMAs – ranging from a high of £49.61 in Aberdeen & Shire to a low of £11.54 
in Argyll and Bute.  

These differences in the LHA rates may influence households affected to seek 
accommodation in other BRMAs or to try and access social rented accommodation. The 
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Scottish Government (2011) argued that the differences are ―significantly large to severely 
restrict, if not eliminate the possibility of the use of non-shared accommodation.‖ They further 
argued that the group of people affected by this change contain a vulnerable people for 
whom shared accommodation may not be appropriate and that, ―… this change has a serious 
and significant impact in Scotland, particularly in the context of the use for the PRS in fulfilling 
the 2012 homelessness commitment‖. 

Table 5: Difference Between Shared Room and 1-Bed LHA (30th percentile LHA rates 
based on Dec 2010 rates).  

BRMA  Shared Room Rate 1 Bed rate Difference 

Aberdeen & Shire £65.77 £115.38 £49.61 

Argyll & Bute £69.23 £80.77 £11.54 

Ayrshire £64.62 £80.77 £16.15 

Dumfries & Galloway £60.00 £78.46 £18.46 

Dundee & Angus £54.23 £75.00 £20.77 

East Dunbarton £63.23 £96.92 £33.69 

Fife £55.38 £80.77 £25.39 

Forth Valley £58.85 £80.77 £21.92 

Greater Glasgow £66.92 £91.15 £24.23 

Highlands & Islands £62.31 £87.69 £25.38 

Lothians £68.46 £109.62 £41.16 

North Lanarkshire £64.62 £80.77 £16.15 

Perth & Kinross £54.23 £80.77 £26.54 

Renfrewshire/Inverclyde £63.23 £80.77 £17.54 

Scottish Borders £57.69 £71.54 £13.85 

South Lanarkshire £69.23 £83.08 £13.85 

West Dunbarton £57.69 £86.54 £28.85 

West Lothian £60.00 £92.31 £32.31 

Source: Scottish Government 2010 

PRIVATE SECTOR: UPRATING LHA BY CPI  

The Government intends to use the Consumer Price Index (CPI), for uprating the LHA from 
2013-14 instead of the current method of taking the median of the most up to date non-HB 
rents in the BRMA. CPI for the year up to November was 3.2% (Office for National Statistics 
2010).  
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Other benefits and tax credits will also be uprated using the CPI, rather than the RPI, from 
April 2011. The RPI includes mortgage interest payments, council tax and some other 
housing costs not included in the CPI. This change has been made to ensure consistency 
with the measure of inflation used by the Bank of England and it is considered a better 
representation of the way consumers change their consumption patterns in response to price 
changes (HM Treasury 2010a). One of the key arguments made against this proposal is that 
it delinks support for housing, through HB, from housing costs (House of Commons Work and 
Pensions Committee 2010).  

The impact of this proposal will depend on how rent levels and the CPI change in the future.  
If rents rise by more than the CPI then the percentage of the market that will be covered by 
LHA will reduce. 

Much of the comment that has been made about this measure has been based on past 
changes in rent levels and the CPI. The Chartered Institute of Housing, using data for 
England, has suggested that, ―Over the period 1991-2009 rents have risen at an average of 
2.57 percentage points per year above CPI. If this continues, the change will mean that LHA 
will not keep pace with rental inflation….In the long term there will come a point at which the 
cheapest property which is available in a given market area is more expensive than the full 
LHA rate ...‖(CIH 2010).  Shelter has called this ―…the most brutal‖ of all the changes and 
has argued that,―…if this change goes ahead, more and more areas of the country will 
become no-go zones for low income claimants as LHA falls further and further below the 
reality of local rents (Shelter 2010). 

However, Lord Freud, the Welfare Minister, speaking to the House of Commons Work and 
Pensions Select Committee, implied that this measure was more focussed on the short term: 

―The CPI figure will come in in the year 2013 and effectively it is set for the next two 
years, because we are talking about a settlement for this Spending Review; the SR10. 
So what we are doing is breaking the link into the market as a whole for two years, in 
order to keep downward pressure. That supposes that it is downward; as I say, rents 
have been going down so it may not be downward when we get there—we do not 
know—but we are trying to keep pressure on this ballooning figure in those two years. 
Now, it will be up to future Governments to decide whether that approach needs an 
adjustment; if rents get well out of kilter, for instance, there could be an adjustment. 
But that is a matter for another Government. To try to extrapolate CPI, which I think 
some of your witnesses have done, for decades on the basis of a two-year attempt to 
squeeze the ratcheting up of rental inflation is not sensible. (House of Commons Work 
and Pensions Committee Select Committee 2010a Ev 28). 

The Scottish Government analysis uses historical data to project the impact of moving to the 
CPI (or RPI) (Graph 2) and suggests that, ―…the variation between RPI and CPI is swamped 
by the volatility of the rent series and in both cases (with the exception of 1999-2000 and 
2008-09) individuals are left immediately worse off by the change‖. However, the analysis 
also notes that the potential impact may be mitigated by a number of factors, for example, the 
period shown reflects a time of booming house prices.  

 

 

 

 



 20 

Graph 2: Impact of switching from Market rents to CPI uprates 

 

Source: Scottish Government 2011 

The impact of the change is also likely to vary geographically and by property size. Table 6 
provides some illustrative examples which shows the % change in LHA rates (which are 
based on median rents for non-HB supported tenancies) for 1 and 2 bed properties in 
selected BRMAs from November 2008-09 and 2009-2010. This shows, for example, that 
from 2008 to 2009 the LHA rate for 2 bed properties in Argyll and Bute rose well above the 
CPI, but in other areas LHA rates were static or rose below the CPI. Since the end of 2009, 
more LHA rates have been decreasing but it is unclear whether this pattern will continue.  

The House of Commons Work and Pensions Select Committee (2010) recommended that 
the ―…Government fully evaluate the impact of the changes to Housing Benefit introduced in 
2011, including on rent levels, before introducing the change to using the Consumer Price 
Index (CPI) for uprating LHA. If uprating using CPI is introduced in 2013, it should be 
accompanied by an undertaking that the Secretary of State will review the Local Housing 
Allowance rates in relation to prices in the wider private rental market prior to 2015‖.  
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 Table 6: Change in CPI and LHA rates  

 Nov 2008 Nov 2009 % change 
Nov 2008 
to 2009 

Nov 2010 % change 
Nov 2009 
to Nov 
2010 

CPI   4.5  3.2 
      

LHA 1 bed   £ per 
week 

£ per 
week 

 £ per 
week 

 

Lothians 114.23 115.38 1.0 115.38 0.0 
Argyll and Bute  86.54 92.31 6.7 91.15 -1.3 
Greater Glasgow 103.85 98.08 -5.6 98.08 0.0 
Aberdeen&shire  115.38 115.38 0.0 121.15 -5.0 
Renfrewshire/Inverclyde  83.08 84.23 1.4 86.54 -2.7 
      

LHA 2 bed      

Lothians  145.38 150 3.2 150 0.0 

Argyll and Bute  103.85 114.23 10.0 114.23 0.0 

Greater Glasgow  126.92 124.62 -1.8 126.92 -1.8 

Aberdeen&shire  150 150 0.0 150 0.0 

Renfrewshire/Inverclyde 103.85 103.85 0.0 103.85 0.0 

Source: Calculated from data Scottish Government data 2010b 

SOCIAL RENTED SECTOR  

Limit to Property Size  

From April 2013 it is proposed to limit HB for working age tenants so that it only covers the 
size of property they are judged to need, based on a standard regional rate. 

There is limited data available on how this proposal may affect Scotland. It has been 
estimated, from the Family Resources Survey, that Scotland wide there are approximately 
100,000 households in the social rented sector, in receipt of HB, where the accommodation 
is under-occupied (HC Deb 4 October 2010b). However, it is not clear how many of these 
tenants are of working age – larger homes are under-occupied by households of retirement 
age.   On a general point the SFHA argued that,  

―.. social landlords‘ allocations policies normally prevent tenancies being granted for 
properties that are larger than the household requires at the point of allocation. 
However, where landlords have an acute shortage of smaller (usually one bedroom) 
properties, they may allow the allocation of two bedroom properties to single people or 
couples . The proposal to limit benefit for working age tenants who are deemed to be 
under-occupying would affect unfairly landlords and tenants in this situation. This 
proposal will also affect those households whose circumstances change during the 
course of their tenancy – often beyond their control‖.  (SFHA 2010b). 

The SFHA also argued that this proposal will cause problems for tenants when their children 
leave home, by actively encouraging them to move out of a property that they have lived in 
for many years and to move away from a community in which they are settled.    

Another potential impact is that social landlords may have to reconsider how they allocate 
houses and in certain areas there may be particular pressures on smaller properties.  A 
policy of building homes in the social rented sector that are flexible and designed to meet a 
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family‘s‘ lifetime needs has led to very few new smaller properties being built. Social 
landlords who have a relatively high number of working age tenants underoccupying their 
stock may find an impact on their rental income.    

PRIVATE RENTED AND SOCIAL HOUSING SECTORS 

Non-dependent deductions  

Deductions are made from HB for non-dependants aged over 18 who normally live with the 
claimant. There are six levels of deduction and these levels have been frozen since 2001.The 
UK Government propose to stage increases from April 2011 so that by April 2014, the rates 
will be set at the level they would have been had they been fully up-rated since 2001 to 
reflect growth in rents. Changes are made to non-dependent deductions by the annual Social 
Security Benefits Up-rating Order made under sections 150 and 150A of the Social Security 
Administration Act 1992.  

There is a lack of publicly available information on the number of households in Scotland 
where non-dependent deductions are made so it is difficult to estimate with accuracy what 
the impact of this measure may be.  On a more general note, the Scottish Government 
(2011) has argued that while the amounts deducted for those not in work are relatively small 
―the cumulative effect may be significant.‖  

Table 7 shows how the level of non-dependent deductions will change from April 2011. The 
maximum deduction will rise to £60.60 a week and as Table 1 showed that the average HB 
award in Scotland is £67, therefore in some cases the non-dependent could be expected to 
meet nearly the full cost of the rent for the household.  Citizen‘s Advice Scotland has argued 
that:  

―...Non-Dependent Deductions (NDD) in housing benefit will also increase, leading to 
rent issues where non-dependents have refused or are unable to pay rent to cover the 
larger deduction in housing benefit. NDDs already create tension in some families, 
resulting in pressure on the non dependent to move out of the family home.  (Citizen‘s 
Advice Scotland 2010). 

 
Table 7: Weekly non-dependant deductions from housing benefit  

 2010 
£  

2011 
£ 

Change 
£ 

aged 25 and over in receipt of IS and JSA(IB), 
in receipt of main phase ESA(IR), 
aged 18 or over, not in remunerative work 7.40 9.40 

 
2.00 

aged 18 or over and in remunerative work  

- gross income: less than £122.00 7.40 9.40 2.00 

- gross income: £122 to £179.99 17.00 21.25 4.25 

- gross income: £180 to £233.99 23.35 29.60 6.25 

- gross income: £234 to £309.99 38.20 48.45 10.25 

- gross income: £310 to £386.99 43.50 55.20 11.70 

- gross income: £387 and above 47.75 60.60 12.85 

 Source: Scottish Government (2011) 
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Restricting HB to 90% of the full award after 12 months for claimants who are in 
receipt of Jobseekers Allowance. 

From 2013 it is proposed to restrict HB entitlement to 90% of the full award after 12 months 
for claimants who are in receipt of Jobseekers Allowance (claimants would not become liable 
for the reduction until April 2014.  Around 10,000 households in Scotland could be affected 
with an average loss of around £7.50 a week (Scottish Government 2011).  

The two objectives of this proposal are:  

― (a) To help change the behaviour of Jobseeker‘s Allowance customers who are perhaps 
selective about the sort of work they take, or the action they take to make themselves job 
ready, because they have their rent met in full through Housing Benefit if not working. 

(b) By increasing the gap between in-work income and out-of-work income benefits and 
earnings, this measure will make work more attractive compared to benefits—ie help 
address the unemployment trap‖ (Department for Work and Pensions 2010 g) 

One of the main arguments made against this proposal is that it will impact particularly 
harshly on those groups who face barriers in finding suitable employment, such as lone 
parent households. In evidence to the House of Commons Work and Pensions Select 
Committee the Welfare Minister, Lord Freud, argued that by the time the proposal comes 
into force programmes to help people into work will have developed:   

―We are trying to set up, or we are setting up, a balance here. This is a measure that is 
coming in in 2013, by which time we will have on the other side put an enormous amount 
of resource into introducing the Work Programme, which is a national programme 
designed to put a lot more resource than current programmes into helping people back 
into the workplace. We are balancing that effort and energy with a clear message to 
people on JSA that they really have to get into the workforce, by putting this measure in 
to cut the Housing Benefit to 90%. Now, I just want to put that into context. That is not 
taking their Housing Benefit away; that is reducing it by 10%. So the average figure of 
reduction is around £9 in practice. So that is the design of the system; it is to balance an 
expectation with a lot more support to get back into work‖. (House of Commons Work 
and Pensions Select Committee 2010)  

In Scotland, as at September 2010, there were 21,070 people in Scotland who were in 
receipt of JSA for over 12 months. Just over a fifth of these were in Glasgow (a local authority 
breakdown is provided in Appendix 4). It is not clear how many of these 21,000 are in receipt 
of HB, or what tenure they live in.  The Scottish Government (2011) estimates that around 
10,000 households in Scotland could be affected by the changes, with an average loss of 
around £7.50 a week. 

As rents in the private rented sector are generally higher than in the social rented sector it 
could be assumed that tenants in this position living in the private rented sector will be 
affected to a greater degree.  

Given that 82 % of HB recipients in Scotland live in the social rented sector it could also be 
expected that there will be an impact on social landlords‘ business planning activities. The 
SFHA has argued that:  

―.. this proposal will create planning and budgeting problems for our members. 
Landlords cannot assume when signing up a tenancy that JSA claimants will have a 
complete year of receiving the full rate of benefit if they continue to be unemployed.  



 24 

The new tenant may already have been on JSA for a significant part of the year or a 
full year already. This will mean that landlords will have to have a more detailed 
awareness of tenants‘ circumstances. This has the potential to increase operating 
costs at a time when the sector is seeking to reduce costs‖ (SFHA 2010b). 

Capping household benefits 

From 2013, it is proposed to cap household benefit payments (not just HB) on the basis of 
median earnings (after tax) for working households which, by 2013, is estimated to be around 
£500 per week for couples and £350 for single person households. Information on how this 
proposal will affect Scotland is not available, although the UK Government has estimated that 
throughout Great Britain the cap will affect around 50,000 households who will lose around 
£93 per week (HC Deb 13 October 2010). 

The cap will be delivered by local authorities. Local authorities will assess the total benefit 
income of all new and existing HB claimants, and reduce HB to ensure that they do not 
receive more than the cap (HM Treasury 2010c). 

DISCRETIONARY HOUSING PAYMENTS  

Those receiving HB and suffering from a shortfall in their rent can apply to their local authority 
for an additional discretionary housing payment.  As explained earlier, the UK Government 
allocates funding for discretionary housing payments to local authorities on a formula basis. 
The total UK Government allocation is £20m and local authorities can top this up to a 
maximum of 2.5 times the government‘s allocation.  

In order to mitigate the impact of some of changes to HB the Government has said it will 
increase funding for these payments by £10 million in 2011/12 and by £40 million in each 
year up to 2014/15. The Government is currently considering how to allocate the additional 
funding.  

 The Social Security Advisory Committee (2010) commented that the Government‘s increase 
in discretionary funding represents around 4% of the total cash losses that will result from 
these measures and that this would be ―insufficient to allow local authorities to provide 
adequate support, even for vulnerable customers, too meet their rent or find suitable 
accommodation". The UK Government responded that it: 

―…will encourage local authorities to target the additional funding at those 
customers who require support in the transitional period. In addition, whilst the 
Government contribution to the fund will be £30 million in 2011/12 and £60 million 
thereafter, the overall limit to the fund will be £75 million in 2011/2012 and £150 
million thereafter, taking account of the contribution that local authorities can make 
to the fund. The Government is confident that this funding, alongside other 
measures aimed at supporting the implementation of these changes, will be 
sufficient. 

The Government is also providing additional funding of £4 million in 2011/12 and £15 million 
per year thereafter to local authorities which will allow housing departments to provide more 
financial support for people affected by the Housing Benefit changes, including helping with 
some of the costs they might incur if they have to move. …‖ (Social Security Advisory 
Committee 2010) 
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IMPACT ON GENERAL HOUSING POLICY MATTERS 

Homelessness  

One of the main housing policy areas in Scotland impacted by the HB changes is likely to be 
homelessness policy. Local authorities are working towards the Scottish Government‘s 2012 
policy target that all unintentionally homelessness households will be offered settled 
accommodation.   

As indicated throughout the briefing many of these changes may result in more HB recipients 
presenting to the local authority as homeless, although predicting how the number of 
presentations may rise is difficult because much will depend on how households and 
landlords react to the changes. There is likely to be an increased need for local authorities to 
focus more on the prevention of homelessness and to offer advice to potentially homeless 
households. 

Currently, local authorities‘ use of the private rented sector to permanently rehouse homeless 
persons is relatively limited although the Scottish Government has acknowledged that the 
private rented sector has the capacity to play a more prominent role in meeting the needs of 
homeless households (Scottish Government 2007).  With the introduction of The Homeless 
Persons (Provision of Non-permanent Accommodation) (Scotland) Regulations 2010 (SSI 
2010/2) local authorities now have more flexibility to discharge their homelessness duties 
through the use of the private rented sector.   It is anticipated that this will assist local 
authorities in their efforts to achieve the 2012 target.  However, one impact of the changes to 
HB may be that local authorities become more restricted in their options for making use of the 
private rented sector to rehouse homeless persons with a consequent pressure on the social 
rented sector.  The Scottish Government has argued that: 

―The planned change to the shared room rate for single applicants aged 25-34 will 
significantly restrict the potential role of the private rented sector to meet the housing 
needs of this group either as the outcome of a homeless application or as a housing 
option to prevent homelessness.  Currently around 360 homeless single people aged 
25-34 per year secure a private tenancy as the outcome of their homeless application‖ 
(Scottish Government 2011). 

Temporary accommodation 

There may be circumstances where local authorities need to make use of temporary 
accommodation to house homeless households.  Some local authorities, such as the City of 
Edinburgh Council, lease accommodation from private landlords for this purpose. This is then 
sub-let by the local authority to the household, who is then required to pay the local authority 
(not the private owner) rent. The costs involved (i.e. leasing and management costs) are 
usually factored into the rents and covered by HB.  

The previous UK Government introduced changes to the funding of some types of temporary 
accommodation in order to reduce expenditure and there are proposals to extend these 
changes to other types of temporary accommodation from April 2011.  The changes do not 
alter the way HB is calculated or awarded by local authorities to HB tenants. Instead, they 
change the subsidy that local authorities are provided with. If there is any shortfall in HB, 
subsidy would have to be covered by the local authority and not by the tenant. In that respect 
HB tenants would not be affected directly, but they may indirectly affected by the range of 
accommodation that the local authority can offer. These changes may be exacerbated by 
changes in LHA rates. 
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The Income-related Benefits (Subsidy to Authorities) (Temporary Accommodation) 
Amendment Order 2009 (SI 2009/ 2580) introduced, from April 2010, a new HB subsidy 
scheme for: 

 board and lodging (including Bed and Breakfast) accommodation  

 accommodation held by a local housing authority under licence (provided to  

 discharge a homelessness function)  

 accommodation held on a lease by a local housing authority for a period not  

 exceeding ten years secured from a private landlord and accounted for outside  

 the Housing Revenue Account  
 
The key changes are: 

 for households placed into non self-contained accommodation (board and lodging or 
licensed), HB subsidy will be limited to the 1 bedroom self-contained LHA rate based 
on the location of the property.  

 for those in self-contained licensed and short-term lease accommodation, the 
maximum HB subsidy will be determined by using 90% of the LHA rate for the size of 
the property plus an element for management costs (£60 per week for local authorities 
outside of London, £40 per week for authorities in London). 

 
The next set of changes, coming into force from April 2011, through the Income-related 
Benefits (Subsidy to Authorities) (Temporary Accommodation) Amendment Order 2010) (SI 
2010/2509), will extend the subsidy scheme to include: 

 cases in temporary and short term accommodation where a registered housing 
association is the landlord (Housing  Association Leasing schemes);   

 leased accommodation held within the Housing Revenue Account by Scottish local 
authorities; and temporary accommodation leased for a period of more than 10 years 
in Scotland and Wales.  

 
In order to help mitigate the impact of the proposed reductions to LHA on local authorities the 
level of subsidy will be fixed, on January 2011, levels until the end of March 2013. 
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Appendix 1. Housing Benefit Recipients by Local Authority, Sept 2010 

     Tenancy Type 
  

Passported Status  
  

  All HB 
recipients  

As % of 
households 

Social 
Sector  

Private 
Rented 
Sector  

Passported  Non-
Passported  

Aberdeen City 15,410 15% 13,970 1,410 10,330 5,080 

Aberdeenshire 10,730 10% 8,890 1,840 7,130 3,590 

Angus 8,500 17% 6,630 1,860 5,940 2,540 

Argyll and Bute 6,340 15% 4,700 1,640 4,550 1,790 

Clackmannanshire 5,160 22% 4,440 720 3,630 1,530 

Dumfries and 
Galloway 

11,730  
17% 

9,010 2,720 8,300 3,420 

Dundee City 19,120 28% 14,790 4,330 13,820 5,290 

East Ayrshire 12,700 24% 10,440 2,250 9,420 3,280 

East Dunbartonshire 4,330 10% 3,320 1,010 3,040 1,290 

East Lothian 6,730 16% 5,510 1,220 4,470 2,260 

East Renfrewshire 3,740 10% 2,920 810 2,710 1,030 

Edinburgh, City of 38,660 18% 27,660 10,990 25,240 13,370 

Eilean Siar 1,460 12% 1,250 210 1,000 460 

Falkirk 12,950 19% 11,500 1,450 9,470 3,480 

Fife 30,660 19% 24,720 5,940 21,870 8,790 

Glasgow City 91,020 32% 76,770 14,110 70,420 20,600 

Highland 15,560 15% 13,030 2,530 10,400 5,090 

Inverclyde 9,550 26% 7,490 2,060 6,800 2,740 

Midlothian 6,300 18% 4,980 1,290 4,260 2,040 

Moray 5,180 13% 4,090 1,090 3,550 1,630 

North Ayrshire 15,290 25% 12,100 3,190 11,500 3,770 

North Lanarkshire 33,700 23% 29,040 4,650 24,910 8,790 

Orkney Islands 950 10% 710 240 630 310 

Perth and Kinross 8,550 13% 6,330 2,220 5,910 2,600 

Renfrewshire 17,140 22% 14,110 3,030 11,880 5,250 

Scottish Borders 8,320 16% 6,570 1,750 5,480 2,840 

Shetland Islands 1,040 11% 960 80 690 350 

South Ayrshire 9,970 19% 7,360 2,610 7,030 2,940 

South Lanarkshire 26,970 20% 22,130 4,840 19,430 7,540 

Stirling 5,720 15% 4,790 890 4,120 1,600 

West 
Dunbartonshire 

11,960  
29% 

10,820 1,150 9,140 2,820 

West Lothian 15,020 21% 12,220 2,800 10,470 4,560 

Total  470,450 20% 383,250 86,940 337,500 132,640 

Source: DWP http://research.dwp.gov.uk/asd/asd1/hb_ctb/hbctb_release_dec10.xls. Figures as a % 
of households personal communication from Scottish Government officials 6 January 2011. 

Notes 
 Figures in italics for individual LAs relate to the previous month because of missing or incomplete data. 

Figures are rounded to the nearest 10. 
 

  

http://research.dwp.gov.uk/asd/asd1/hb_ctb/hbctb_release_dec10.xls
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 Appendix 2:   Impact of measures coming into effect during 2011-12 - Estimated 
number of LHA recipients losing or notionally losing  

 

Shared 
room 1-bed 2-bed 3-bed 4-bed 5-bed 

Aberdeen City 
150 

(100%) 
260 

(100%) 
230 

(100%) 50 (100%) 
10 

(100%) - 

Aberdeenshire - 
400 

(100%) 
290 

(100%) 
140 

(100%) 
50 

(100%) 10 (100%) 

Angus - 
510 

(100%) 
360 

(100%) 
160 

(100%) 
40 

(100%) - 

Argyll and Bute - 
1,090 

(100%) 
300 

(100%) 
120 

(100%) 
20 

(100%) - 

Clackmannanshire 
40 

(100%) 
190 

(100%) 
180 

(100%) 70 (100%) 
20 

(100%) - 

Dumfries and 
Galloway - 

750 
(100%) 

450 
(100%) 

140 
(100%) 

40 
(100%) - 

Dundee City - 
1,260 

(100%) 
880 

(100%) 
270 

(100%) 
40 

(100%) 10 (100%) 

East 
Dunbartonshire - 

270 
(100%) 

230 
(100%) 70 (100%) 

20 
(100%) - 

East Lothian 
30 

(100%) 
360 

(100%) 
280 

(100%) 
110 

(100%) 
20 

(100%) 10 (100%) 

East Renfrewshire 
10 

(100%) 
140 

(100%) 
190 

(100%) 70 (100%) 
20 

(100%) - 

Edinburgh, City of - 
4,940 

(100%) 
3,300 

(100%) 
1,130 

(100%) 
240 

(100%) 50 (100%) 

Eilean Siar - 90 (100%) 30 (100%) 10 (100%) - - 

Fife 
400 

(100%) 310 (21%) 
1,290 

(100%) 
500 

(100%) 
110 

(100%) 20 (100%) 

Glasgow City 
1,400 

(100%) 
2,990 

(100%) 
2,650 

(100%) 
850 

(100%) 
190 

(100%) 30 (100%) 

Highland - 
840 

(100%) 
430 

(100%) 
120 

(100%) 
30 

(100%) 10 (100%) 

Inverclyde - 
600 

(100%) 
450 

(100%) 
130 

(100%) 
10 

(100%) - 

Midlothian 
50 

(100%) 
170 

(100%) 
270 

(100%) 90 (100%) 
20 

(100%) - 

North Ayrshire - 
1,090 

(100%) 
750 

(100%) 
230 

(100%) 
40 

(100%) 10 (100%) 

North Lanarkshire - 
1,430 

(100%) 
1,330 

(100%) 
390 

(100%) 
80 

(100%) 10 (100%) 

Orkney Islands - 
100 

(100%) 30 (100%) 20 (100%) - - 

Perth and Kinross - 
610 

(100%) 
410 

(100%) 
120 

(100%) 
30 

(100%) - 

Renfrewshire - 
970 

(100%) 
660 

(100%) 
200 

(100%) 
30 

(100%) 10 (100%) 

Scottish Borders - 
620 

(100%) 
280 

(100%) 
120 

(100%) 
20 

(100%) 10 (100%) 

Shetland Islands - 30 (100%) 10 (100%) - - - 

South Ayrshire - 
890 

(100%) 
550 

(100%) 
170 

(100%) 
30 

(100%) 10 (100%) 

South Lanarkshire 140 1,190 1,300 420 70 10 (100%) 
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(47%) (100%) (100%) (100%) (100%) 

Stirling 
80 

(100%) 
180 

(100%) 
180 

(100%) 70 (100%) 
10 

(100%) - 

West 
Dunbartonshire - 

350 
(100%) 

250 
(100%) 80 (100%) 

10 
(100%) - 

Source: DWP( 2010c) 
Notes: 

- Source: Estimates based on the March 2010 Single Housing Benefit Extract.   
- These tables should be read in conjunction with Table 35 (LHA caseload) and Table 36 (average LHA awards) 

at the end of the document.  

- Figures are rounded to the nearest 10 cases. 

- A dash ―-‖ indicates nil or negligible. 
- Due to data issues or small caseloads, it has not been possible to provide an analysis for the following twelve 

local authorities: Richmondshire, West Lothian, North Norfolk, Falkirk, Moray, Ryedale, East Ayrshire, Lincoln, 
Forest of Dean, Eden, Teignbridge, Hertsmere, Isles of Scilly. We do not expect the impact for these areas to be 
dissimilar to neighbouring authorities.  

- All figures should be treated as indicative.  
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Appendix 3: Impact of measures coming into effect during 2011-12. Estimated 
average loss per loser or notional loser, £ per week 

 

 

Shared 
Room 1-bed 2 -bed 3-bed 4 -bed 5-bed 

Aberdeen City -4 -12 -16 -16 -18 - 

Aberdeenshire - -13 -16 -16 -16 -19 

Angus - -8 -13 -18 -16 - 

Argyll and Bute - -12 -12 -13 -15 - 

Clackmannanshire -7 -7 -11 -14 -14 - 

Dumfries and 
Galloway - -9 -9 -10 -15 - 

Dundee City - -8 -12 -20 -16 -35 

East 
Dunbartonshire - -5 -9 -13 -16 - 

East Lothian -8 -9 -12 -18 -21 -70 

East Renfrewshire -7 -8 -11 -18 -19 - 

Edinburgh, City of - -10 -11 -19 -18 -43 

Eilean Siar - -11 -11 -15 - - 

Fife -7 -10 -8 -12 -14 -20 

Glasgow City -6 -9 -13 -17 -18 -33 

Highland - -10 -9 -13 -16 -27 

Inverclyde - -7 -7 -16 -18 - 

Midlothian -7 -8 -11 -19 -21 - 

North Ayrshire - -8 -7 -13 -14 -25 

North Lanarkshire - -7 -7 -13 -16 -25 

Orkney Islands - -11 -10 -15 - - 

Perth and Kinross - -9 -13 -11 -16 - 

Renfrewshire - -8 -7 -16 -17 -28 

Scottish Borders - -8 -10 -12 -14 -40 

Shetland Islands - -9 -9 - - - 

South Ayrshire - -8 -7 -12 -14 -21 

South Lanarkshire -12 -7 -6 -12 -13 -47 

Stirling -8 -7 -9 -13 -13 - 

West 
Dunbartonshire - -8 -12 -13 -15 - 
Source : DWP 2010 c 
Notes: 

- Estimates based on the March 2010 Single Housing Benefit Extract.   
- These tables should be read in conjunction with Table 35 (LHA caseload) and Table 36 (average LHA awards) 

at the end of the document.  

- Figures are rounded to the nearest pound. 

- A dash "-" indicates nil or negligible loss, or fewer than 5 cases are affected.  
- Due to data issues or small caseloads, it has not been possible to provide an analysis for the following twelve 

local authorities: West Lothian, Falkirk, Moray, Ryedale, East Ayrshire, We do not expect the impact for these 
areas to be dissimilar to neighbouring authorities.  
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Appendix 4: Number of People Claiming JSA for over 12 Months (as at September 
2010)  

Local Authority  
Claiming JSA for over 12 

months 

Aberdeen City 290 

Aberdeenshire 150 

Angus 235 

Argyll & Bute 280 

Clackmannanshire 235 

Dumfries & Galloway 440 

Dundee City 660 

East Ayrshire 635 

East Dunbartonshire 285 

East Lothian 240 

East Renfrewshire 175 

Edinburgh, City of 1,710 

Eilean Siar 70 

Falkirk 520 

Fife 1,350 

Glasgow City 5,545 

Highland 385 

Inverclyde 235 

Midlothian 270 

Moray 145 

North Ayrshire 915 

North Lanarkshire 1,780 

Orkney Islands 20 

Perth & Kinross 160 

Renfrewshire 705 

Scottish Borders 345 

Shetland Islands 25 

South Ayrshire 365 

South Lanarkshire 1,490 

Stirling 190 

West Dunbartonshire 395 

West Lothian 825 

Total  21,070 

 

Source: ONS Crown Copyright Reserved [from Nomis on 10 

November 2010] 
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