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Welfare Reform Committee 

19th Meeting, 2013 (Session 4), Tuesday, 12 November 2013 

Housing Regulator 

 

1. The Committee has invited the Housing Regulator to give evidence on 
its report on the Early Impacts of Welfare Reform on rent arrears (attached), 
published on 23 October.  The findings will be outlined by Kirstie Corbett, 
Analysis and Research Manager. 

2. In addition, as the role of the Housing Regulator was referred to several 
times in evidence last week, Michael Cameron the Chief Executive will also be 
present to answer questions. 

 



Early impacts  
of Welfare Reform  

on rent arrears                           
Research Report  

October 2013 



About us

We are the independent regulator of 
social landlords in Scotland. We regulate 
around 180 registered social landlords 
(RSLs) and the housing activities of 
Scotland’s 32 local authorities.
 
Our statutory objective is to safeguard and promote the interests 
of current and future tenants, homeless people and others who 
use services provided by social landlords.
 
We were established by the Housing (Scotland) Act 2010 and are 
accountable directly to the Scottish Parliament. Our Regulatory 
Framework explains how we regulate social landlords. You can 
download our Regulatory Framework and find out more about us 
on our website at www.scottishhousingregulator.gov.uk.

Early impacts of Welfare Reform on rent arrears Research Report     2



Introduction

Between July and September 2013 we 
undertook research to gather information 
that would help us understand the early 
impact of Welfare Reform on social 
landlords’ rental income. We also wanted 
to find out what early actions landlords 
were taking and what key challenges 
they faced. Our research was intended to 
provide an early snapshot. It consisted of 
an online survey of all Scottish registered 
social landlords (RSL) and local authority 
landlords, and an analysis of RSL data we 
already hold. We designed the survey 
to be short and straight forward to 
complete, because we were mindful that 
we were requesting information from 
social landlords outwith the usual year-
end performance reporting cycle and 
with a relatively short turn-around time.      

This factual report sets out the findings of our research. It reflects 
the position to the end of June 2013, three months after the 
removal of the Housing Benefit Spare Room Subsidy1 which we 
refer to in this report as the HB SRS. This is commonly described 
as the “Bedroom Tax. 

The research took place before the introduction of other key 
elements of Welfare Reform, and so our findings relate only to the 
early stages of the implementation of Welfare Reform. We did not 
seek to examine the effect of landlords’ own actions to address 
the impact. Nor did we analyse the influence of Discretionary 
Housing Payments on landlords’ arrears levels. We have drawn no 
regulatory conclusions from the findings. 

This report establishes a baseline for us and is the first of a series 
of quarterly reports to run throughout the current financial year 
(2013/2014). Through these reports we will examine impacts 
over time, tracking trends relating to rental income over the first 
year of the  introduction of Welfare Reform.     

Background and methodology
We invited all 187 RSL and local authority landlords2 to complete 
the survey. In total 157 landlords responded (137 RSLs and 20 
local authorities), giving an overall response rate of 84%. This 
gives us survey coverage of 80% of social housing tenants in 
Scotland3. We are therefore reasonably confident that the survey 
responses are broadly representative of the position across social 
landlords as a whole. 
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1 For more information in relation to the removal of the Housing Benefit Spare Room Subsidy, see: https://www.gov.uk/government/uploads/system/uploads/
attachment_data/file/229364/factsheet-hbsssc1.pdf 
2 The survey did not include the 21 Abbeyfield Societies that are registered with us.
3 See Appendix table 1 for full information on survey coverage.



Research findings
Arrears
What can the survey tell us about rent arrears at  
30 June 2013 and how this has changed over time?

»  We estimate that the total rent arrears4 at 30 June 2013 for 
responding landlords was 3.97% of rental income due for 
2013-14, or £63,125,355.  

»  We estimate that the overall arrears percentage has increased 
over time from 3.37% at the same point in 2011 and 3.51% in 
20125. See figure 1 below (and table 3 in appendix for more 
details).

»  Comparison of data from RSLs and local authority landlords 
shows a pattern of year on year increase in percentage arrears 
over time (2011-2013) for both. Local authority landlords 
reported a higher overall figure for June 2013 (4.62%) and a 
more marked increase increase in the last 12 months. See table 
4 in the appendix  for a more detailed breakdown.
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Figure 1: Change over time in estimates of arrears as % of rental income (all landlords)

2013
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4   The definition of rent arrears in our survey is based on the definition of the arrears indicators we will use to monitor landlords’ performance annually against 
the Scottish Government’s Scottish Social Housing Charter through our Annual Return on the Charter (known as the ARC). It excludes ‘technical arrears’ – arrears 
relating to outstanding housing benefit that a landlord has not received.  
5  Estimates based on analysis of survey data for 30 June each year.



RSLs - change in arrears figures  
from March 2013 to June 2013
Separately from this survey, we gather and publish data on 
rental income and arrears from all RSLs at each financial year-
end. Analysing this data alongside our survey responses, we 
have been able to produce an early picture of the change in RSL 
arrears from March to June 2013, that is, the first three months 
of the removal of the HB SRS.6 We were unable to carry out the 
same analysis for local authority landlords because we do not 
hold equivalent data. Looking just at arrears data from RSLs, we 
have compared data we hold on arrears at end March 2013 with 
survey data at end June 2013.7   

»  We estimate that, for the RSLs that responded to our 
survey, the level of rent arrears (as a percentage of annual 
rental income due) at 30 June (3.57%) was lower than the 
comparable figure for those landlords at 31 March 2013 
(3.70%). 

»  In monetary terms, we estimate that there was an increase of 
approximately £789,000 in rent arrears between March and 
June 2013 across all RSLs for which we have complete data8. 

»  A monetary increase in arrears is possible at the same time as 
a percentage reduction because the annual rental income due 
in 2013-14 is higher than in 2012-13.  See appendix, table 2, for 
more detail. 

»  In terms of patterns of change from March to June, our 
analysis also shows that 84 RSLs (65%) have seen an increase 
in their percentage arrears levels between March 2013 (APSR 
data) and June 2013 (survey data). For the remaining 46 RSLs, 
arrears as a percentage of rental income has decreased.

»  Figure 2 below shows the pattern of change across RSLs 
between March and June.  The majority of RSLs saw a modest 
change in the range of -1.5 to +1.5 percentage points. 
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6  We collect and publish data from RSLs through our Annual Performance and Statistical Return (known as the APSR). 2013-14 is the final year of this collection. 
We have compared our survey data with the latest published APSR data, and our analysis, which is set out in the appendix, suggests that the data we collected 
from our survey is relatively representative of the broader national picture on levels of arrears; and we can be reasonably confident of the quality of financial data 
provided by RSLs for the survey. 
7  As noted above, the definition of rent arrears in our survey is based on the arrears indicator we use to monitor landlords’ performance annually against the 
Scottish Social Housing Charter through the ARC. This definition is also similar to that for the RSL data we have used from the APSR.
8  The figure represents the difference in arrears between APSR data and survey data for 130 landlords who provided completed financial information.
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9  We compared data over three years for all RSLs who provided full three year June data in our survey (120 RSLs). We found that the overall change  
(March to June) in each year was -0.7 percentage points  in 2011, -0.5 percentage points in 2012 and -0.2 percentage points in 2013.

»  We compared the above findings (on overall changes between 
March and June 2013) with changes over the same period in 
2012 and 2011. We found that in both 2012 and 2011 there was 
also a reduction in the level of rent arrears (as a percentage 
of annual rental income due). In both 2012 and 2011, the 
reduction was larger than the reduction in 20139.  

»  Further, more detailed analysis showed that, as with 2013, 
arrears as a percentage of rent due had increased for over 
half of landlords in both 2012 and 2011. The rise in 2013 was 
more marked however, with 64% of RSLs seeing an increase 
compared with 60% in 2011 and 55% in 2012.

»  In monetary terms, we estimate that there was an increase of 
£0.4million between March and June 2013 for those landlords 
providing full data, compared with reductions of £3.5 million 
and £2.8million for the same RSLs over the same period in 2011 
and 2012 respectively.



Occupancy
What was the scale of the impact of the removal  
of the HB SRS reported at 30 June 2013?

»  We estimate that 1 in 8 tenants (13%) were affected by the 
removal of the HB SRS at 30 June 2013. This represents 
59,800 tenants10 of the landlords who responded to our 
survey. This is lower than recent estimates published in 
research by COSLA, where local authorities estimated 82,500 
households were affected. The COSLA survey had a wider 
coverage than ours on this point11.

»  From our survey data, we estimate that 16% of these tenants 
were affected by the impact of the 2 bedroom reduction, 
(affecting approx. 9800 tenants) and 84% were affected by 
the 1 bedroom reduction12 (affecting approx. 49,900 tenants). 
See figure 3 below.

»  In terms of organisation type, local authority (LA) landlords 
reported slightly higher levels of under-occupancy (14%)  
than RSLs (11%).

»  The balance across RSL and local authority landlords for 1 
and 2 bedroom under-occupancy mirrors the overall split 
(approximately 16% for 2 bedroom reduction and 84% for 1 
bedroom reduction). See table 5 in appendix for details.

10 Estimates based on complete data on tenancy and under-occupancy from 
153 landlords
11  In early June 2013 COSLA conducted a survey of Scottish local authorities, 
seeking information from officials involved in the administration of revenues 
and benefits.  The COSLA survey estimated that including estimates for 
non-responses from two local authorities, 82,500 households were affected 
by the under-occupancy penalty across Scotland at around end May 2013.  
Further information on the survey is available at:
http://www.cosla.gov.uk/sites/default/files/documents/briefing_-_bedroom_
tax_main_findings.pdf
12 Please note that some totals and percentages do not add to 100% as 
respondent numbers differ for each question

Figure 3: Tenants a�ected by removal of HB SRS at 30 June 2013

464,500 84%

16%

13%

All tennents                2 Bed under occupancy                1 bed under occupancy
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Figure 4: Estimates of % arrears attributable to Welfare Reform at 30 June 2013
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Landlords’ perceptions of impacts
What are landlords’ perceptions of the early impact on rent 
arrears of the removal of HB SRS since 1 April 2013? 

We asked landlords to estimate approximate percentage of 
arrears at 30 June 2013 that they felt were attributable to the 
removal of the HB SRS in 1 April 2013.  

»  The response across landlords was very consistent. Two thirds 
(68%) of landlords estimated that up to around 5% of current 
arrears were attributable to the removal of HB SRS. A further 
19% estimated the approximate percentage at around 10% of 
arrears.

»  The figures suggest that RSLs were more likely to report 
lower levels of impact (at 30 June 2013) on their arrears levels. 
The vast majority (93%) of RSLs estimated that recent HB 
reductions accounted for around 10% or less of their arrears, in 
comparison to only half (50%) of LA landlords estimating the 
same level of attribution. See figure 4 below (and table 6 in the 
appendix for more detail).
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»  We asked landlords how confident they were in their 
estimates. Again, the response was very consistent, with over 
91% of all landlords reporting that they were very or fairly 
confident in their estimates of the proportion of arrears arising 
from the removal of HB SRS.

»  Viewed separately, responses from RSLs and local authorities 
showed a similar pattern overall, with the majority of RSLs 
and local authority landlords either very or fairly confident in 
their estimates. However, local authority landlords were more 
likely to be ‘unsure’ of their estimates than RSLs (20% of local 
authority landlords against 6% of RSLs). See figure 5 below 
(and table 7 in the appendix for more information).

10% 20% 40%30% 50% 60%0%

very con�dent

fairly con�dent

unsure

not at all con�dent 

Figure 5: How con�dent are landlords in their estimates 
of arrears at 30 June attributable to Welfare Reform 

% All Landlords                  % LA Landlords                  % RSL
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What actions are landlords taking to address the early 
impacts of Welfare Reform?

A number of other organisations have undertaken research work 
with landlords recently to identify the challenges arising from 
Welfare Reform along with the actions being taken to address 
these. We used findings from recent Scottish research13 to 
develop a range of response options for landlords to select from 
in identifying challenges and corresponding actions. Results show 
that:

»  the majority of landlords were undertaking almost all the 
actions presented; and

»  there was a strong focus on actions to support tenants across 
all landlords. The top 3 options selected were to provide 
information, advice and guidance (98%); to visit individual 
tenants (96%) and to engage with vulnerable tenants (94%).
See figure 6 (and table 8 in the appendix for more detail).

13 These options were adapted from the recent Scottish Federation of 
Housing Association (SFHA) survey. See: http://www.sfha.co.uk/sfha/
publications/qbedroom-taxq-early-impacts-report.html
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�nancial projections

Review business plan

Make speci�c sta� 
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Figure 6: Actions taken to address the impacts of Welfare Reform
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What were the top 3 challenges identified by landlords in 
dealing with Welfare Reform?

We asked landlords to select the top 3 challenges they are facing 
in dealing with Welfare Reform14. Results show that:

»  Landlords identified increased workload for the organisation 
(59%), income reduction (58%) and encouraging tenants to 
prepare / respond (50%) as their 3 biggest challenges.

»  Results were again fairly consistent between RSLs and local 
authority landlords, with the exception that housing stock 
availability was the most commonly selected challenge by local 
authority landlords (60%).

10% 20% 30% 40% 60%50% 70%0%

Increased workload 
for the organisation

Income reduction

Encouraging tenants to 
prepare/respond

Housing stock availability

Direct Payment impacts 
on cash ow

Supporting tenants

Uncertainty over impacts

Assessing impact 
of Welfare Reform

Lack of information on 
timescales for Welfare Reform

Maintaining a�ordable rents

Figure 7: Biggest challenges identied by landlords in dealing with Welfare Reform impacts

Working across di�erent 
areas/priorities

Other

All                  LAs                  RSLs
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14 These options have been adapted from the recent Scottish Federation of Housing Association (SFHA) survey, see footnote 13. 



Methodology
We gathered responses between 31 July and 13 September 2013. 
Responses focused on figures at 30 June 2013 in order to capture 
impacts in the first quarter of the financial year after removal 
of the Housing Benefit Spare Room Subsidy on 1 April 2013. 
We cleaned15 the data and verified responses where possible. 
Not all respondents completed every question, so findings are 
presented along with respective respondent numbers (n).

Survey Coverage
Table 1 below provides information on the coverage of the survey 
cohort in terms of tenancies/households. 

Table 1: coverage of survey data on key indicators (tenants/households)

(n) survey 
respondents

Total tenants 
(survey data)

(n) landlords 
(all Scotland)

Total dwellings
(all Scotland)

Vacant  
stock/voids  

(all Scotland)

Household / 
Tenant

(all Scotland)

% survey 
coverage

RSL 137 232,085 161 277,379 9012 268,367 86%

LA 20 232,394 26 318,160 7664 310,496 75%

ALL 157 464,479 187 595,539 10,519 578,863 80%

Source (All Scotland data):
LA Stock: http://scotland.gov.uk/Topics/Statistics/Browse/HousingRegeneration/HSfS/StockPublicSector 
LA Voids: http://scotland.gov.uk/Topics/Statistics/Browse/Housing-Regeneration/HSfS/VacantStock
RSLs: http://www.scottishhousingregulator.gov.uk/publications/performance-tables-%E2%80%93-stock

Measures of arrears
We asked landlords to provide financial data similar to that 
collected by SHR through the Annual Performance and Statistical 
Return (for RSLs) and the Annual Return on the Charter (for all 
social landlords), as explained in footnotes to the main report. 
This included non-technical arrears at 30 June for 2013, 2012 and 
2011 and total rental income for the relevant financial years (2013-
14, 2012-13 and 2011-12). From this data, we have calculated 
non-technical arrears as a percentage of total rental income as 
the main measure of arrears over time.

 

Analysis to verify survey results 
»  Our analysis shows that the overall APSR figures for non-

technical arrears at 31 March 2013 (3.73% for all Scottish RSLs) 
is very similar to the APSR percentage non-technical arrears for 
only those RSLS who responded to our survey (3.71 %)

»  We attempted to conduct a similar validation exercise for local 
authority landlords using relevant data from Audit Scotland. 
Methodological differences in the calculation of arrears and 
rental income meant that a direct comparison across sources 
was not possible. The quality of financial data provided for the 
survey by local authority landlords is therefore taken at face 
value.

Appendix:  
Methodology and Data Tables
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15 Data cleaning involved, identifying missing data, errors and duplicates and removing or verifying where required/possible.   



Table 2: Comparison of APSR data and survey data – non-technical arrears as a percentage  
of rental income (APSR at 31 March 2013 and Survey at 30 June 2013)

(n) Arrears  
(non-technical)

Rental income % Arrears

APSR data at 31 March 2013 - All Scottish RSLs 161 £39,364,451 £1,053,870,151 3.73%

APSR data at 31 March 2013 - Survey respondents 130 £31,656,432 £855,246,052 3.70%

Survey data at 30 June 2013 – all RSL respondents 130 £32,445,164 £907,564,864 3.57%

Data Tables (linking to main text)

Table 3. Overall rental arrears (non-technical) at 30 June as a percentage of total rental income  
for reporting year 2011-2013 NB. cases with outlier data that could not be verified were excluded

(n) landlords with 
complete data

Arrears (non-technical) Rental Income for 
reporting year

% arrears for reporting 
year

2013 149 £63,125,355 £1,588,746,171 3.97%

2012 150 £53,513,236 £1,524,898,926 3.51%

2011 138 £45,694,639 £1,357,539,727 3.37%

Table 4: Rent arrears (non-technical) at 30 June as a percentage of total rental income for reporting  
year 2011-2013 – by organisational type (RSL / Local Authority) NB. cases with outlier data that could not be verified were excluded

Reporting year (n) landlords with 
complete data

Arrears 
(non-technical)

Rental Income for 
reporting year

% arrears for 
reporting year

RSLs 2013 130 £32,445,164 £907,564,864 3.57%

2012 130 £28,322,893 £848,936,032 3.34%

2011 120 £25,182,028 £768,832,658 3.28%

LAs 2013 19 £31,493,483 £681,181,307 4.62%

2012 20 £25,190,343 £675,962,894 3.73%

2011 18 £20,512,611 £588,707,069 3.48%

Table 5: Total tenants and tenants under occupying at 30 June 2013 by landlord type

RSLs LAs ALL

Total tenants 232,085 232,394 464,479

Under-occupying tenants 26,525 33,293 59,818

2 bed or more 4372 5424 9796

1 bed under occupancy 22,009 27,926 49,935
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Table 6 / Figure 4: Estimate of % arrears attributable to Housing Benefit reduction (at 30 June 2013)

% RSLs
(134)

% LA Landlords 
(20)

% All landlords 
(154)

none 6% 0 5.2%

around 5% 67.9% 30% 63%

around 10% 18.7% 20% 18.8%

around 15% 2.2% 30% 5.8%

around 20% 3% 5% 3.2%

around 30% 0 0.5% 0.6%

not able to estimate at present 2.2% 10% 3.2%

Table 7 / Figure 5: Reported level of confidence in estimates of arrears attributed  
to Housing Benefit reduction (at June 2013)

% RSLs
(134)

% LA Landlords 
(20)

% All landlords 
(154)

very confident 41% 25% 39%

fairly confident 51.5% 55% 51.9%

unsure 6% 20% 7.8%

not at all confident 1.5% 0 1.3%

Table 8 / Figure 6: Actions taken to address the impacts of Welfare Reform (ranked by score for all landlords)

% RSLs
(134)

% LA Landlords 
(20)

% All landlords 
(154)

Provide tenants with information, advice 
and guidance

97.1% 100% 97.5%

Visit individual tenants 94.9% 80% 95.5%

Engage with vulnerable tenants 92.7% 100% 93.6%

Profile tenants to identify those at risk 92.0% 100% 90.4%

Train staff 89.1% 100% 90.4%

Engage / liaise with partners 86.1% 95% 87.1%

Create Action Plan 83.9% 95% 85.4%

Revise budgets  / financial projections 85.4% 70% 83.5%

Review business plan 82.5% 75% 81.5%

Make specific staff appointments 62.8% 65% 63.1%

other 34.3% 50% 36.3%
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Table 9 / Figure 7: Biggest challenges identified by landlords in dealing with Welfare Reform impacts  
(ranked by score for all landlords)

% RSLs
(134)

% LA Landlords 
(20)

% All landlords 
(154)

Increased workload for the organisation 60.6% 45% 58.6%

Income reduction 58.4% 55.5% 58%

Encouraging tenants to prepare / respond 51.8% 40% 50.3%

Housing stock availability 33.6% 60% 36.9%

Direct Payment impacts on cash flow 34.3% 35% 34.4%

Supporting tenants 29.9% 30% 29.9%

Uncertainty over impacts 29.2% 20% 28%

Assessing impact of Welfare Reform 21.9% 25% 22.3%

Lack of information on timescales  
for Welfare Reform

16.1% 20% 16.6%

Maintaining affordable rents 13.1% 5% 12.1%

Other 8.8% 5% 8.3%

Working across different areas / priorities 5.8% 10% 6.4%
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EMBARGO until 00:01 Wednesday 23 October 2013  

 
 
Housing Regulator publishes research on the early impact of Welfare 
Reform on rent arrears 
 
23 October 2013 
 
The Scottish Housing Regulator today published the findings of research on 
the early impact of Welfare Reform on social landlords. The research found 
small changes in the level of arrears in rent due to registered social landlords 
(RSLs) in the three months following the removal of the Housing Benefit 
Spare Room Subsidy (commonly known as the ‘bedroom tax’). This comes 
against a backdrop of increasing arrears over the last two years for both RSLs 
and local authority landlords. 
 
The Regulator’s research, based on feedback from almost 85% of social 
landlords, gives the fullest available picture of the early effects of Welfare 
Reform on Scottish landlords’ rent arrears.  
 
Iain Muirhead, the Regulator’s Director of Strategy and Communications, said 
“Our role is to protect tenants’ interests. Understanding the risks and 
challenges landlords face is crucial to our work. This research shows an 
emerging and complex picture. We want to get more information and see a 
fuller picture before we would draw any firm conclusions on what is happening 
and why. Our research establishes a baseline and we will repeat it each 
quarter and report the findings.” 
 
The research examined the pattern of change across individual RSLs 
between March and June 2013, the period covering the first three months of 
the removal of the Spare Room Subsidy. It found that arrears as a percentage 
of rent due increased for around two thirds of those RSLs who responded. 
However, an increase between March and June is not a new trend. The 
Regulator’s analysis found that percentage arrears levels had also risen over 
the same period in both 2011 and 2012 for more than half of the responding 
RSLs. The rise in 2013 was more marked however, with 64% of RSLs seeing 
an increase compared with 60% in 2011 and 56% in 2012.  
 
The research also examined the aggregate position across RSLs between 
March and June 2013. In monetary terms, it found there had been an increase 
in rent arrears of around £0.4 million for those RSLs which provided full data, 
compared with reductions of £3.5 million and £2.8 million for the same RSLs 
over the same period in 2011 and 2012 respectively.  
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Aggregate rent arrears of responding RSLs as a percentage of annual rent 
due fell slightly between March and June 2013. However, aggregate 
percentage arrears also fell over the same period in both 2011 and 2012. The 
fall in March to June 2013 was less than the fall in each of the previous two 
years.  
 
Two thirds of social landlords estimated that up to five per cent of their arrears 
at the end of June 2013 were attributable to the removal of the Spare Room 
Subsidy. A further fifth of landlords estimated that the removal accounted for 
around 10 per cent of their arrears. Local authorities were more likely than 
RSLs to estimate a higher level of impact on arrears. 
 
The research found a high degree of consistency in the challenges RSLs and 
local authority landlords say they face and in the actions they are taking. 
Landlords identified increased workload and income reduction as the two 
biggest challenges in dealing with Welfare Reform. Support, advice and 
information to tenants featured prominently in the actions landlords are taking 
to address the early impact.  
 
The full report is available on the Regulator’s website 
www.scottishhousingregulator.gov.uk. 
 
ENDS 
 
Notes to News editors  
1.  The Scottish Housing Regulator was established on 1 April 2011 under the 

Housing (Scotland) Act 2010. Its objective is to safeguard and promote 
the interests of tenants and others who use local authority and RSL 
housing services. The Regulator operates independently of Scottish 
Ministers and is accountable directly to the Scottish Parliament. It 
assumed its full regulatory responsibilities on 1 April 2012.  The Regulator 
consists of the Chair and seven Board members.  More information about 
the Regulator can be found on its website at 
www.scottishhousingregulator.gov.uk 

 
2. SHR regulates around 180 registered social landlords (RSLs) and the 

housing activities of 32 local authorities. RSLs are independent, not-for-
profit organisations, including housing associations and co-operatives. 
Together, RSLs and local authorities are known as social landlords. 

Contact:  

Mia Ayres 
Communications Manager 
Tel: 0141 305 4175 
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Welfare Reform Committee 
 

19th Meeting, 2013 (Session 4), Tuesday, 19 November 2013 
 

Written submission – South Lanarkshire Council 
 

 
Discretionary Housing Payment (DHP) Scheme - 2013/2014 

 
1. Purpose 
 
 The purpose of this paper is to provide evidence to the Welfare Reform 

Committee in relation to the take-up and administration of the Discretionary 
Housing Payment (DHP) Scheme within South Lanarkshire Council in 
respect of the social sector size criteria restrictions. 

 
2. Background 
 
 South Lanarkshire Council has a strong track record in the administration of 

the Discretionary Housing Payment Scheme, ensuring maximisation of the 
scheme and no under spend of the annual budget allocation.  

 
 The introduction of the size criteria restrictions for social sector Housing 

Benefit (HB) claimants from 1 April 2013 affected just over 5,000 claimants 
within South Lanarkshire Council.  From these around 4000 were in respect 
of public sector tenancies and 1,000 in respect of registered social landlord 
(RSL) tenancies. 

 
 The Council revised its DHP policy from 1 April 2013 to take account of the 

changes which were being introduced as part of the Government’s welfare 
reform programme during 2013-14.  The policy is available on the Council’s 
website. 

 
 The Council has publicised and promoted the DHP scheme in a number of 

ways, including:- 
 
  Introducing an on-line DHP application form and revising its paper 

version of the form, both of which can be accessed via the Council’s 
website.   

 
  Providing information and updates on the scheme via local RSL and 

private landlord forums as well as through the Council’s own tenant 
participation forums.   

 
  Regular public information including press articles, newsletters and 

leaflets encouraging tenants encountering difficulties to contact the 
Council for advice and support. 

 
  Close internal working relationships; the Council’s Housing 

Management, Benefits and Revenue and Homelessness services and 
the Social Welfare Fund are all under the same Council Resource. 
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  Joint working with other Council departments and services including   
Money Matters Advice Service, financial inclusion and employment 
advice services, Citizen’s Advice Bureaux and local Credit Unions. 

 
 The Council has taken other steps to mitigate the impact of welfare reform, 

including introducing a letting initiative to help tenants to move to a smaller 
property and joining ‘Home Swapper’ the national on-line mutual exchange 
scheme.   

 
 A temporary ‘Benefits are Changing Team’ was established in February 

2013 to provide a range of advice and support to tenants affected by 
Welfare Reform, especially the size criteria rules.  This team has played a 
significant role in identifying tenants who are experiencing financial hardship 
as a result of the changes to their Housing Benefit and submitted over 900 
applications for DHP so far to assist them. 

 
 The Council has also conducted a pilot project for the Scottish Government 

to assist in preparing claimants for the on-line Universal Credit model.  This 
has involved encouraging customers to use on-line facilities and 
undertaking research on customer’s capabilities for on-line services. 

 
3. DHP Budget 
 
 South Lanarkshire Council’s initial government contribution for 2013/14 was 

£413,967.  However, the Council subsequently received additional funding 
as part of the government’s revised calculation in July 2013, which 
increased the annual budget to £492,570. 

 
 The Council was advised on 2 October 2013 that it will receive an additional 

£731,422 from the £20m funding being provided by the Scottish 
Government.  This funding is being used to top-up the Council’s DHP 
budget to the maximum. 

 
 The Council has also submitted a bid for additional funding to the value of 

£250,000 from the DWP £20m fund. 
 
4. DHP Awards 
 
 As at 8 November 2013, South Lanarkshire Council had received 2,081 

applications for DHP, of which 1,918 have been processed.  This compares 
to only 396 applications received for the same period last year representing 
an increase of 425%.  From the 396 applications received last year, 316 
awards were made (80%). 

 
 From the applications processed to date this year 1,467 have been 

successful (76.5%), in that payments were made, and 451 were 
unsuccessful (23.5%).  From the 1,467 successful applications, 1,163 were 
in respect of claimants affected by the size criteria restrictions. This includes 
a significant increase in the number of applications received so far from 
RSLs. 
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 The overall DHP expenditure as at 8 November 2013 was £345,131.  
Expenditure as a result of the size criteria restrictions was £279,793 (81%). 

 
 Taking account of DHP awards made to the end of the financial year, the 

committed expenditure to date for 2013/14 is £568, 712.  
 
5. Assessment of applications and periods of award 
 
 To assist in assessing and prioritising applications for DHP and ensuring 

prudent management of the Council’s initial DHP allocation for 2013/14 a 
financial hardship test was applied to all applications.  South Lanarkshire 
Council does not take account of income from Disability Living Allowance 
and Personal Independence Payments when calculating assessable 
income. 

 
 Applications for DHP received from customers affected by the size criteria 

restrictions were prioritised in line with DWP guidance.  Priority was 
therefore given to disabled customers living in significantly adapted 
properties and customers with severe health issues/disabilities, who would 
find it difficult or impossible to move. 

 
 Initially DHP awards made to those customers mentioned above were made 

for a 6 month period.  However, this has since been extended to a 12 month 
period and DHPs awarded from 1 April 2013 to 31 March 2014. 

 
 The remainder of awards paid to customers affected by the size criteria 

restrictions were made for a 3 month period initially and then reviewed to 
determine if a further award should be made. The Council is committed to 
working with and supporting tenants in relation to rent payments and 
housing options. Where a customer continues to meet the financial hardship 
test, their DHP award is extended for a further 3 month period. 

 
 As a result of the additional funding recently provided by the Scottish 

Government, a review of the hardship test has been carried out and the 
qualifying criteria reduced.  Applications which were refused due to the 
customer not meeting the criteria within the original hardship test are 
currently being reviewed and DHP will be awarded on the basis of the 
revised test. 

 
6. Impact on Council 
 
 Consistent with most landlords across Scotland, the Council has seen an 

increase in rent arrears as a result of the HB size criteria restrictions.  As 
well as an increase in arrears relating directly to the HB reduction, the 
complex arrangements in identifying and managing rent arrears for 
households affected by the under occupancy rules has also had an impact 
on rent arrears more generally.  

 
 The Council welcomes the significant additional DHP funding recently made 

available by the Scottish Government and the support that this will provide 
to tenants experiencing hardship.  
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 The huge increase in the number of DHP applications from April 2013 has 
already created an additional administrative burden for the Council. This will 
escalate even further in the coming months. The Council’s Benefits & 
Revenue and Housing Management sections have had no alternative but to 
allocate additional staffing resource to promote the take-up and 
administration of DHPs and also to review those previously refused under 
the financial hardship test.   Both sections work closely together within the 
administration process to ensure effective sharing of information and cross 
transfer of data.   

 
7. Conclusion 
 
 Although the Council continues to receive applications from customers 

affected by the size criteria restrictions, the volume received to date is well 
below the number of customers affected by the restrictions.  A significant 
number of customers affected have not engaged with the Council and have 
not submitted a DHP application. 

 
 The extent and nature of DHP payments has changed significantly in terms 

of assisting tenants affected by welfare reform.  As well as the substantial 
increase in budget and applications in 2013/14, what was previously mainly 
a short-term measure to assist people in receipt of Housing Benefit in 
meeting housing costs is now seen as a way of assisting people over a 
longer period, in some instances until their circumstances change.   

 
 With DHP playing a significant role in assisting tenants affected by financial 

hardship and in the management of rent arrears, a key issue is the 
uncertainty around the continuity of this funding in the longer term. 

 
 South Lanarkshire Council monitors its DHP expenditure against its budget 

on a weekly basis and provides financial reports to senior managers on a 
monthly basis.  To date the Council remains within budget. 

 
 The Council will continue to work to ensure that the DHP is fully spent by 

the year end, although this is particularly challenging with the additional 
DHP funding being made available at the mid-year point.   
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Discretionary Housing Payments (DHPs) 

Background 

Local authorities can make DHPs to help tenants who are entitled to housing benefit or the 
housing element of Universal Credit who, in their opinion, require “further financial 
assistance” with “housing costs”. Local authorities have discretion to make DHPs, and to 
decide the amount that is paid (within certain limits) and how long the payments are made 
for. The relevant regulations are the Discretionary Financial Assistance Regulations 2001 
[SI 2001/1167} and local authorities must also take DWP guidance, and good practice 
guide, (updated in April 2013) into account. 
 
Funding  

The DWP allocates a ring fenced DHP budget to local authorities using a distribution 
formula. Up until April 2011 annual funding for DHPs was around £20m. Since then, the 
budget has been substantially increased, to £160m in 2013-14, in order to mitigate the 
effects of the recent welfare reform changes. Some of this additional funding is aimed at 
disabled tenants in adapted property, and foster carers, affected by the social sector size 
criteria (i.e. the bedroom tax). Although the extra funding has not been ring fenced for 
particular groups of people, local authorities will be subject to new monitoring requirements 
to allow the DWP to assess which particular welfare reform claimants have been affected 
by. 

The DHP allocation in Scotland for 2013-14 is £13.47m. Because of a DWP error six 
Scottish local authorities initially received a higher allocation than they were entitled to – 
this error is being honoured so an extra £793,835 is available in those authorities this year.1  
In July 2013, the DWP announced that a further £20m of new DHP funding would be made 
available. Local authorities can bid for this money if they can demonstrate that they are 
managing their DHP allocation in a robust, fair and appropriate manner .  The DWP also 
announced £10m ‘transitional’ in-year funding which can be used by councils as DHP or for 
other purposes2. 

Local authorities can top up their DWP allocation by 150% - legislation3 limits the total 
amount that can be spent on DHPs in any one year to 2.5 times the DWP allocation. 
                                            
1 DWP HBS6/2013 https://www.gov.uk/government/publications/hb-circular-s62013-discretionary-housing-
payments 
2 DWP news release, 30 July 2013  Spare Room Subsidy: Funding Update 
https://www.gov.uk/government/news/spare-room-subsidy-funding-update 
3 Article 7 of The Discretionary Housing Payment (Grants) Order 2001 



Therefore, in 2013-14 the maximum that could be spent in Scotland on DHPs would 
be £33.7m (the £20m extra for bid funding resources are not included in this calculation). 

Scottish Government Financial Support  

On the 11 September 2013, the Cabinet Secretary for Finance4  announced that the 
Scottish Government would distribute an additional £20m to local authorities’ 2013-14 DHP 
budgets  to help those affected by the social sector size criteria.  This brings the total to 
£33.5m5, just under the maximum permitted by legislation.  The money is being made 
available through General Funds and the Scottish Government has not issued any specific 
directions on how the funds are to be spent.  

Prior to the announcement of additional funding some local authorities had already 
committed to top up their DHP allocations. The Scottish Government has indicated  that this 
will not be considered as part of this calculation in recognition of the fact that the funding is 
aimed not only at enabling topping up of DHPs, but also in recognition of the financial 
pressures that have been placed upon authorities by Welfare Reform.   All authorities are 
therefore receiving a share of the funding,” 6 so effectively all local authorities will have just 
about the maximum permitted by the legislation.   

In a further announcement on 18 October the Scottish Government committed to fund up to 
another £20m in 2014-15.  The exact level of funding provided will be determined by the 
DWP allocations which will be decided later in late 2013/early 2014.   

Use of DHPs  

The DWP guidance sets the guiding principles that councils must take into account when 
making DHPs. DHPs must be made for ‘housing costs’ which the guidance says is 
generally rental liability but could also be interpreted more widely, for example,  rent in 
advance, deposits and other lumps sum costs associated with housing such as moving 
costs. DHPs cannot be used to cover; service charges, increases in rent due to outstanding 
rent arrears or any sanction or reductions in benefit. 

The various types of shortfalls that a DHP can cover include (but are not limited to):  
 

 reductions in Housing Benefit (HB) or Universal Credit (UC) where the benefit cap 
has been applied; reductions in HB or UC following the removal of spare room 
subsidy in the social rented sector;  

 reductions in HB or UC as a result of local housing allowance restrictions;  
 rent officer restrictions such as local reference rent or shared room rate;  
 non-dependant deductions in HB, or housing cost contributions in UC;  
 rent shortfalls to prevent a household becoming homeless whilst the housing 

authority explores alternative options;  
 reductions due to income tapers.  

                                            
4 Scottish Government news release 11 September 2013 A Budget of Scotland’s Future  
5 See table in Annex A  
6 Letter from the Minister for Housing and Welfare to local authorities  



 
DHPs have normally been viewed as a temporary solution to a difficulty in meeting housing 
costs, however, the guidance suggests that in certain cases their use could be considered 
on a longer term basis, for example, in relation to disabled claimants who live in significantly 
adapted accommodation in the social rented sector and who have been affected by the size 
criteria.  

In terms of developing a policy for DHPs, the guidance stresses that local authorities should 
be flexible to “allow for deviation for unusual cases, however rare.” 

Practice in Local Authority areas  

Given the degree of flexibility local authorities have, different approaches are being taken in 
different areas.  A paper by Shelter (Scotland) highlighted some examples of priority groups 
from local authority DHP policies: 

 The property has been adapted significantly for a disabled person(s) within the 
household and it would not be cost efficient or good use of stock to move the 
household if they are under-occupying.  

 Where meeting some or the entire shortfall between benefit entitlement and 
contractual rent would prevent the household becoming homeless.  

 Extreme and temporary situations which make it difficult to move in the short term 
where decisions around housing were made in an emergency.  

 Where the claimant or their partner is pregnant and currently under-occupying and 
the birth of the child will increase their entitlement.  

 Where there is a specific health or other vulnerability in addition to the shortfall 
between entitlement and contractual rent which would make moving house 
particularly problematic or unhelpful to the household.  

 Where a claimant is within one year of pensionable age from 1 April 2013.  

 Where a down-sizing move would make the household incur unavoidable high costs 
relating to hospital visits etc.  

Issues  

Demand – Early evidence pointed to increasing applications for DHPs this year. The 
COSLA/Scottish Government survey7 reported that, at the end of May 2013, 19 local 
authorities had received 4 times as many applications as the same period last year.  

There is currently no more up to date nationally collated evidence on demand for DHPs and 
the number of awards made, although evidence exists from individual local authorities. In 
evidence to the Scottish Affairs Committee, in October 2013, Fife Council said that DHP 
applications had risen by 800% since last year, and most of that was due to the bedroom 

                                            
7 http://www.scotland.gov.uk/Topics/Built-Environment/Housing/supply-
demand/chma/Benefitchanges/underoccupancypenalty 



tax. Glasgow City Council said that their DHP applications had increased by fourfold since 
last year, again most of which had been for the bedroom tax.  Initially, there was concern 
that the level of DWP allocations would not meet demand, although the increased Scottish 
Government funding may have, to some extent at least, alleviated these concerns. 

  

Ongoing Funding –  Many landlords have expressed concern about the lack of smaller 
sized accommodation in their areas so tenants may require continued DHP support.  
Furthermore, other welfare reforms are still to be implemented which may further cause 
tenant hardship.  The research undertaken by Professor Kenneth Gibb for the Committee 
noted, “DHP has grown massively in value and significance and its continuity is now a key 
issue in terms of managing tenant hardship in future years.  Although the Scottish 
Government have committed to top up the 2014-15 DWP allocation it is expected to be 
lower than this year. It is not clear what the longer term future for DHPs is.” 

 

Use of DHPs – As noted above DHPs can be used for tenants in the private and public 
sectors for a range of reasons. Local authorities have had to prioritise so there may be 
certain groups of people who have no chance of being awarded a DHP and would need to 

try and access other types of support.  Given the discretionary nature of DHPs, provision 
may vary depending on local authority.  This can create problems for national housing 
associations who may be supporting tenants to make their DHP applications across a 
number of areas.  

At the moment there is no national evidence as to what groups of people are benefiting 
from DHPs. The DWP undertakes annual monitoring of DHPs and has introduced new 
monitoring requirements looking at how DHP payments are being used to help those 
affected by welfare reforms. The first deadline for the submission of this information was 
mid-October 2013.  Professor Gibb’s research also noted that at the moment it was too 
early to assess how the DHPs are mitigating the impact of welfare reform and their role in 
preventing rent arrears. 
 
Procedures/ Administration – DHPs can only be made following a claim so local 
authorities and landlords have been publicising DHPs and encouraging tenants who may 
benefit to apply. Given the limited funding local authorities need to have procedures in 
place for effective management of the budget to target resources are used fully and 
effectively. As the Shelter paper indicates, “..the DWP allowed for carry-over of unspent 
DHP budget for 2013/14, but there is currently no guarantee this will be the case for 
2014/15. Ensuring an optimal spend will mean close management to ensure the available 
budget is exhausted and that there are funds available in the second half of the financial 
year.”  The additional Scottish Government funding also means that local authorities will 
now have to revisit how the money is targeted, with the aim of trying to spend it all by the 
end of the year.  
 



A survey8  on the early impacts of the bedroom tax, conducted by the SFHA, found some 
concerns about a lack of transparency and consistency on how decisions are made and. 
Concerns that there was a lack of guidance on completing DHP application forms and 
housing associations had to increase staff to help tenants complete their applications. 

Short term nature – The SFHA survey pointed to some frustration and tenant 
disappointment at the limited assistance being awarded. Some awards were made for as 
short as 3 weeks, or were simply one off payments. The longest duration of awards was for 
a period of 1 year for exceptional cases, such as disabled persons living in specifically 
adapted homes. Given that short-term duration of awards the SFHA concluded that, “For 
most tenants receiving DHPs this temporary assistance merely postpones financial 
hardship, with no guarantees for success on reapplying.”  

Link in with other advice and support activities –  DHPs are part of a wider package of 
assistance. In order to maximise the effectiveness of the use of DHPs landlords will also 
have to ensure that tenants receive all the appropriate financial maximisation and budgeting 
advice. Local authorities and their partners have expanded their advice services, assisted 
by Scottish Government funding.  
 
 

 

 

 

 

Kate Berry  

SPICe 

7 November 2013

                                            
8 SFHA (2013) Bedroom Tax: Early Impacts 



Annex 1: Allocation of DHPs - Scotland 2013-14 

 A B 

 

C 

E 

D 

  
DHP DWP 

Allocation £ 
Overall 
limit £ 

 

Scottish Govt 
contribution 

 

Total  

A+C 

Honouring 
official 
error £ 

Aberdeen 
                    
299,125  

        
747,812.5  

444,174 
743,299 

  

Aberdeenshire 
                    
594,825  

     
1,487,062.5 

883,262 
1,478,087 

  

Angus  
                    
413,506  

     
1,033,765.0 

614,019 
1,027,525 

  

Argyll and Bute  
                    
370,656  

        
926,640.0  

550,390 
921,046 

34,258

Clackmannanshir
e  

                    
178,323  

        
445,807.5  

264,794 
443,117 

  

Dumfries and 
Galloway 

                    
658,354  

     
1,645,885.0 

977,596 
1,698,044 

62,094

Dundee 
                    
337,506  

        
843,765.0  

501,166 
838,672 

  

East Ayrshire  
                    
171,570  

        
428,925.0  

254,766 
426,336 

  

East 
Dunbartonshire  

                    
107,919  

        
269,797.5  

160,250 
268,169 

  

East Lothian  
                    
137,196  

        
342,990.0  

203,724 
340,920 

  

East 
Renfrewshire  

                       
83,222  

        
208,055.0  

123,577 
206,799 

  

Edinburgh  
                 
1,430,709  

     
3,576,772.5 

2,124,473 
3,555,182 

  

Comhairle nan 
Eiean Siar 

                    
107,388  

        
268,470.0  

159,461 
276,302 

9,453

Falkirk 
                    
179,720  

        
449,300.0  

266,868 
446,588 

  

Fife 
                    
539,010  

     
1,347,525.0 

800,381 
1,339,391 

  

Glasgow  
                 
2,392,818  

     
5,982,045.0 

3,553,117 
6,533,087 

587,152



Highland  
                    
987,115  

     
2,467,787.5 

1,465,777 
2,452,892 

  

Inverclyde  
                    
153,174  

        
382,935.0  

227,449 
439,517 

58,894

Midlothian 
                    
159,483  

        
398,707.5  

236,818 
396,301 

  

Moray 
                    
252,230  

        
630,575.0  

374,539 
626,769 

  

North Ayrshire  
                    
309,823  

        
774,557.5  

460,059 
769,882 

  

North Lanarkshire  
                    
469,660  

     
1,174,150.0 

697,402 
1,167,062 

  

Orkney 
                       
64,359  

        
160,897.5  

95,568 
159,927 

  

Perth 
                    
523,618  

     
1,309,045.0 

777,525 
1,301,143 

  

Renfrewshire  
                    
267,351  

        
668,377.5  

396,992 
664,343 

  

Scottish Borders  
                    
450,553  

     
1,126,382.5 

669,031 
1,161,568 

41,984

Shetland Islands  
                       
72,457  

        
181,142.5  

107,593 
180,050 

  

South Ayrshire  
                    
262,150  

        
655,375.0  

389,269 
651,419 

  

South 
Lanarkshire  

                    
492,570  

     
1,231,425.0 

731,422 
1,223,992 

  

Stirling  
                    
400,324  

     
1,000,810.0 

594,445 
994,769 

  

West 
Dunbartonshire  

                    
347,472  

        
868,680.0  

515,964 
863,436 

  

West Lothian 
                    
254,648  

        
636,620.0  

378,129 
632,777 

  

Total  
         
13,468,834.00  

        
33,672,085 

 

20,000,000 

 

33,468,834 

 793,835

Source: DWP Housing Benefit Circular HB S6/2013 : Note: A departmental error occurred when the original 
DHP allocation was distributed amongst Scottish local authorities earlier in the year and the majority of local 
authorities received a lower allocation due to the error. For these authorities, an upward adjustment of funding 
has been provided. Six local authorities received more than their actual entitlement but their original allocation 
is being honoured through a one off payment by the DWP to enable them to meet their planned expenditure.  
Scottish Government allocations: http://news.scotland.gov.uk/News/Support-for-hard-hit-Scottish-households-
4c6.aspx 
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Welfare Reform Committee 
 

19th Meeting, 2013 (Session 4), Tuesday, 19 November 2013 
 

Petition PE01468 
 

1. The Committee considered petition PE01468 submitted by Mike Dailly on 
behalf of Govan Law Centre on 12 November. It took oral evidence from the 
petitioner as well as Cosla, The Chartered Institute of Housing, the Scottish 
Federation of Housing Associations and the Association of Local Authority Housing 
Officers. In addition it considered the written evidence that had been originally 
submitted to the Public Petitions Committee. 

2. Since the petition was originally submitted in March 2013 the petitioner has 
been successful in having the proposal contained within the petition adopted by 
Jackie Baillie MSP as a potential Member’s Bill. The proposal is currently out to 
consultation. 

3. Whilst it will be for the Parliamentary Bureau to decide, it would seem likely that 
the Welfare Reform Committee would consider any resulting Bill. 

4. The Committee will also shortly be considering a report on the subject matter of 
the petition - the 'bedroom tax' – and could incorporate evidence it has received on 
the petition within that report. 
 

Recommendation 

5. It is proposed that, given the prospect of a Member’s Bill based on this 
proposal, the Welfare Reform Committee takes no further action on petition 
PE01468 and closes its consideration of it. 

 

 

Simon Watkins 

Clerk 
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