Appendix |

‘Can’t complain: why poor conditions prevail in private
rented homes’, Shelter, March 2014




Can’t complain: why poor conditions 48

prevail in private rented homes

_ 4 é

Shelter



Contents

Executive summary 3 Renters living in the lower end of the market
are even less likely to report poor conditions .....16

Introduction 4 Retaliatory eviction 18

Privaterentingin2014 ................ ... oout. 4 AMY'S SEOMY « + e e e e e e e e e 18

Theproblem ...........cciiiiii it 4 Steve and his partners story. . ................ 18

Methodology 6 Greg and his family’sstory ................... 19

, . . S

How bad are conditions in the Why don’t landlords improve their properties? 21
i 2

private rented sector? 7 Supplyanddemand .............. ... ... ... 21
The Decent Homes Standard. .................. 7 Financial asset or business? ................... 21

Why do privately rented homes fail the Risingrents. .. ...... ... . o i 21

?

Decent Homes Standard? .. .................... 8 Skills and KNOWIEAGE + + « v v e nveeneeeneeens 29
The_ Housing Health and Safety Resources . ...... ... 22
RatingSystem ......... ... ... . . .. 8

How many renters live in poor conditions?......... 9 Conclusion 23

Safety. ... e 9 What are we calling for?. . .. ..o vvveeeneeenn.. 23

Accidents. . ... ... .. e 9 GOING FOTWAID -+« + e v e e e e e e 23

Security . ..o e 9

Thermal comfort and energy efficiency .......... 10
Energy Performance Certificates .............. 10

What is the impact of poor conditions

on renters? 11

Effects on health 12

Mandy and herson’sstory. . ................... 12

Why are conditions so bad in the private rented

sector? 13

Why don’t renters complain about

poorconditions?. . ...... ... ... .o 13

Why do renters fear retaliatory eviction? ......... 13
Blackpool Borough Council ... ................ 13

Removing the fear of retaliatory eviction ......... 15

Rent Repayments Orders. .. ................... 16

High demand further weakens renters’ consumer

bargainingpower ............ . i i, 16

Report written by Hannah Gousy

With thanks to Francesca Albanese, Deborah Garvie,
Liam Reynolds, John Gallagher, Martha Mackenzie
and Lotte Deckers Dowber

Can’t complain: why poor conditions prevail in private rented homes March 2014



Can’t complain: why poor conditions prevail in private rented homes

Executive summary

Homes in the private rented sector are worse

than in any other tenure. A third fail to meet the
government’s Decent Homes Standard', and over six
in ten renters (61 per cent) have experienced at least
one of the following problems in the past 12 months:
damp, mould, leaking roofs or windows, electrical
hazards, animal infestation and gas leaks.?

Shelter has consistently challenged the actions of
rogue landlords who deliberately exploit renters.
One in 20 renters say that they have rented from a
rogue landlord in the past twelve months.? There
are, however, far more ill-informed amateur and
accidental landlords whose actions, while less
malicious, can be equally dangerous for renters.

This is particularly concerning considering the
increased numbers of families and vulnerable groups
relying on the private rented sector as a long-term
housing solution. Renters living in the lower end

of the sector are more likely to be living in worse
conditions and are the least likely to report them.

A key reason why renters do not report poor
conditions is because they fear retaliatory eviction
— one in eight renters have not asked for repairs to
be carried out in their homes or challenged a rent
increase in the last year because they fear eviction.*
Many local authorities are using innovative and
cost-effective techniques to improve conditions.®
However, as a result of budget cuts, environmental
health teams often lack resources to carry out
proactive inspections and enforcement work.
Therefore, complaints from renters are much

more heavily relied upon in order for teams to
carry out their work.

Department for Communities and Local Government (DCLG), English Housing
Survey Headline Report, 2012-13

YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.
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In a market where demand often outstrips supply
renters lack basic consumer power to bargain for
better conditions. It is vital that the government
puts restrictions in place to prevent Section 21
Possession Notices - which, where the fixed term
has expired, enables landlords to end an Assured
Shorthold Tenancy agreement without having to
show any grounds providing they give the renter a
minimum of two months notice - being served when
renters report disrepair.

The vast majority of landlords have the financial
resources to pay for repairs and maintenance.

The imbalance between demand and supply

often means, however, that there are few financial
incentives for landlords to invest in their properties in
order to attract renters.

Moreover, landlords’ decisions about whether or
not to invest in the maintenance and repair of their
property are more likely to be driven by capital
growth than rental incomes, further highlighting the
weak relationship between rents and conditions.

Securing better standards requires driving out
rogue landlords and driving up quality throughout
the sector. With demand high and rising, and

the imbalance between landlords’ and renters’
market power entrenched, the case for regulatory
intervention has become urgent.

We strongly support the government’s consideration
of extending the use of Rent Repayment Orders and
how to better protect renters from retaliatory eviction
as part of their review into poor conditions in the
private rented sector.

Ibid.
Ibid.

Shelter, What works, tackling rogue landlords and improving the private
rented sector, 2013
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Introduction

Private renting in 2014

Private renting is fast becoming the new normal, and
there are now more than 9 million renters in England.

Proportion of households living in the
private rented sector

2000 2012/13

Source: Department for Communities and Local
Government, English Housing Survey, 2012-13

The proportion of households living in the private rented
sector has risen by 80 per cent since 2000.

The types of people living in the private rented sector
have also shifted dramatically. Renting is no longer
exclusively the domain of students and mobile young
professionals. Nearly 50 per cent of growth in the private
rented sector in the last two years has come from
families with children, who now make up nearly a third
of private renting households. Almost half of renters are
aged 35 and over.® More than 40 per cent of the people
who approach Shelter for advice live in the private rented
sector. This is a proportion that keeps growing, and is
more than double the proportion of the population who
rent privately.

Proportion of families with dependent children
living in the private rented sector

20.8%

2000 2012/13

Source: Department for Communities and Local
Government, English Housing Survey, 2012-13

The proportion of families living in the private rented sector with
dependent children has more than doubled since 2000.
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The high cost of buying a home and a shortage of social
housing means many families now have no choice but to
rent privately for the medium to long term. Nearly a third (32
per cent) of renters expect to be living in the private rented
sector for the rest of their lives.” English renters’ main
reason for renting is because they cannot afford a home
of their own (44 per cent). This proportion increases to

50 per cent for families.® Only 6 per cent of renters say it’s
their preferred choice of housing.®

In many areas the sector is increasingly being used by
local authorities to accommodate homeless households,
either as temporary accommodation while waiting for an
offer of social housing, as a final offer under the statutory
rehousing duty, or as part of housing options. Last year
37 per cent of homeless prevention and relief cases

who were assisted to find accommodation were placed

in the private rented sector.’® Where a homelessness duty
is owed, it is typically because the households contain
pregnant women, children or other vulnerable people,
such as those with long-term ilinesses and disabilities, all
of whom are likely to be more seriously affected by poor
living conditions.

All these factors have increased the pressure on the private
rented sector. Shelter is calling on the government to ensure
that more homes are built in all tenures — in particular
affordable homes — in order to meet the demands of our
housing shortage. Increasing the supply of homes available
for private renting is one way of improving standards

and affordability in the sector, by potentially increasing
competition and diversification in the market. Until that
happens, we must ensure that the growing number of
private renters live in safe, secure and decent homes.

The problem

Increased demand has led to soaring housing costs, which
have not been matched by incomes. Over the last decade
rents have risen twice as fast a wages." Despite the

high costs in the private rented sector, conditions are
worse than all other housing tenures. Thirty three percent
of private rented homes fail to meet the government’s
Decent Homes Standard. This compares to only 15per
cent of homes in the social rented sector, and 20 per cent
of owner occupied homes.”? Over six in 10 renters (61

per cent) have experienced at least one of the following
problems in past 12 months: damp, mould, leaking roofs
or windows, electrical hazards, animal infestations and
gas leaks. For families the figure is 69 per cent. Too often
management standards are also poor, and rogue landlords
can make renters’ lives a misery by refusing to carry out
repairs, harassing renters in their homes, and evicting
them if they complain. One in 33 renters (3 per cent)
reported that they currently rent from a rogue landlord, and
one in 20 (5 per cent) said that they have done so in the
past 12 months, but not currently.®®



Interest in poor conditions in the sector has gathered
momentum recently. The government has launched a
review of property conditions in the private rented sector
which will consider whether additional guidance on the
Housing Health and Safety Rating System is required;
how to better protect renters who report poor conditions
in their homes from retaliatory eviction; the need for
smoke and carbon monoxide alarms; whether landlords
should be required to carry out regular electrical

checks; and whether renters who are forced to suffer
unacceptable conditions could reclaim their rent. The
Labour Party’s recent policy review also committed to
considering a national register of private landlords; a
new national private rented property standard; a review
into how councils can better use licensing schemes; and
tougher sanctions on bad landlords.

This briefing will set out the scale and reasons why
poor conditions prevail in the private rented sector.
The findings will inform our final report which will be
published in the Summer and will set out Shelter’s
solutions for improving conditions and standards
across the sector.

The deregulation of the sector in the late 1980s was
designed to encourage it to offer a housing option for
more people. It was believed that this would allow higher
rents to be reinvested and improve the aging stock.' But
poor conditions continue throughout the sector. This can
in part be attributed to rogue landlords who deliberately
exploit renters. However, there are far more ill-informed
amateur and accidental landlords whose actions, while
less malicious, are equally as dangerous for renters.

In many areas of the market the demand for privately
rented homes outstrips supply. Where this happens,

the market cannot be relied upon to regulate for good
conditions. Markets differ throughout the country, and in
some areas the imbalance between demand and supply
is less pronounced. The problem, however, often remains
the same — people have very limited options, particularly
at the lower end of the market where it is difficult to
access to social housing.

6. DCLG English Housing Survey 2012-13. Table 1 Demographic and
economic characteristics, by tenure 2012-13

7. YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.

8. Ibid.
9. Ibid.

10. DCLG Live Table 788 — Type of homelessness prevention and relief,
England, 2009/10 to 2012/13

11.  Based on analysis of the DCLG, Survey of English Housing 2002/2003 and
2011/12 and the ONS Annual Survey of Hours and Earnings 2003-2013.
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Where landlords know that they can rely upon a steady
supply of renters and continue to increase rents, there
appears to be very few financial incentives for them

to pay for repairs and maintenance. This is despite
evidence showing that the vast majority of landlords have
the financial means to invest in improving conditions.

In addition, for many landlords the decision to invest in
the maintenance and repair of their property is informed
more heavily by capital growth than rental incomes,
further highlighting the weak relationship between rents
and conditions.

One of the key reasons for the scale of poor conditions
in the private rented sector is that renters are often
reluctant to report problems because of the lack of
legislative protections in place to prevent retaliatory
evictions. While in practice renters have the right

to report poor conditions, in reality they lack basic
consumer bargaining power to do so. The majority of
landlords do not engage in the practice. However, it is
vital that the government puts restrictions in place to
prevent a Section 21 Possession Notice being served
when a renter has complained about poor conditions in
their home.

Securing better standards requires driving out rogue
landlords and driving up quality throughout the sector.
With demand high and rising, and the imbalance
between landlords’ and renters’ market power
entrenched, the case for regulatory intervention

has become urgent.

12.  DCLG English Housing Survey 2011-12 Table 15: Non-decent homes by
tenure, 2006 - 2011

13.  DCLG English Housing Survey 2012/13. Table 13: Non-decent homes by
tenure, 2012.

14. A.D.H Crook, ‘Housing conditions in the private rented sector within a
market framework’ in S.Lowe and D.Hughes, The private rented sectorin a
new century, revival or dawn?, 2002, p.156.



Methodology

The briefing is informed by the following:

A YouGov online survey of 4,544 English private
renters between 11 December 2013-16 January 2014,
looking at their experiences of private renting and
their responses to proposals for improving the sector.
All YouGov figures, unless stated otherwise, refer

to adults in England. Where ‘families with children’
are referenced in relation to YouGov findings, this
refers to adults living in England with children under
18 in the household. This research has been jointly
commissioned by Shelter and British Gas.

A YouGov online survey in December 2013 of 1,064
UK private landlords who are members of the
YouGov panel. While this is not a sample that is
conclusively representative of the landlord sector,
the profile of the YouGov panel fits well with the
small, buy-to-let or more ‘accidental’ landlord that
was desired for this study. Fieldwork was undertaken
between 11 December-19 December 2013. This
research has been jointly commissioned by Shelter
and British Gas.

The Department for Communities and Local
Government’s English Housing Survey 201112 full
household report and 2012-13 headline report.

The Department for Communities and Local
Government’s Private Landlord Survey 2010.

Natcen research carried out on behalf of Shelter of
secondary analysis of the English Housing Survey
and the Health Survey for England. The research
examined the numbers of people living in bad
housing and the impact on health.”

The final report of the Shelter and Crisis Big Lottery
funded Sustain PRS project. The Sustain PRS
project is a longitudinal qualitative research on

the experiences and wellbeing of 128 previously
homeless households over 19 months who have
been resettled in the private rented sector.'®

Preliminary findings from recently commissioned
unpublished research by BDRC Continental and
the University of Cambridge into Landlord Business
Models. This results are based on a survey of

225 landlords. This research has been jointly
commissioned by Shelter and British Gas.

The Department for Communities and Local
Government’s Private Landlord Survey 2010.

15. Barnes, B. Cullinane, C, Scott, S. and Silvester, H. People living in bad
housing —numbers and health impacts, Natcen, 2013.

16. Smith, M., Albanese, F and Truder, J. A Roof Over My Head: The Final
Report of the Sustain Project, Sustain: A longitudinal study of housing
outcomes and wellbeing in private rented accommodation, Shelter and
Crisis, 2014. Big Lottery Funded
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How bad are
conditions In the
private rented
sector?

Conditions in the private rented sector are worse than in
any other form of tenure. Thirty three percent of private

rented homes fail to meet the government’s Decent

Homes Standard, compared to 20 per cent of owner-

occupied homes and 15 per cent in the social rented
sector.”” Shelter and British Gas’ survey of renters shows

that 61 per cent have reported experiencing at least one
of the following problems in past 12 months'®:

61 per cent of renters have experienced at least one

of these in the past 12 months

; il

. il

Mould or
Damp

Leaking roofs
or windows

Source: YouGov 2014, base 4544 private renting English adults.
Jointly commissioned by Shelter and British Gas

Problems renters have experienced in
the past 12 months:

I, <07

Leaking roof or windows

I s

Poorly secured locks

I 7

Animal infestations

I s

Electrical hazards

I 127

Floods

kX

Inadequate water supply

Bl +

Gas leak

B 2%

Carbon monoxide

B 2%

Fire (in the home)

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

Source: YouGov 2014, base 4544 private renting English adults.
Jointly commissioned by Shelter and British Gas

Can’t complain: why poor conditions prevail in private rented homes

8

Electrical
hazards

A!

Gas leak

61%

Animal

infestations

The Decent Homes Standard

The Decent Homes Standard was introduced in
2000 to provide a minimum standard of housing
conditions in the social rented sector. While

March 2014

privately rented homes are not legally required to
meet the standard, the government does use it to
measure and compare the condition of properties
in all tenures. In order to meet the standard, a
home must:

be in a reasonable state of repair. A home
might fail if, for example, it had a leaky roof or a
heating or electrical system in poor condition.

be warm and weatherproof. A home would

fail if it had an inefficient heating system or
ineffective insulation. A home would also fail to
meet the standard if it suffered from damp or is
very expensive to heat.

pass the Housing Health and Safety Rating
System. A home would fail if it contained a
Category 1 hazard (the most serious kind).

have reasonably modern facilities. A home
would fail if, for example, the kitchen and
bathroom both lacked modern facilities, and
the kitchen also has an inadequate layout or
insufficient space.



The proportion of homes that fail the
Decent Homes Standard

50% -

40% -

30%

20%

10%

0%

Private rented  Owner-occupied Social rented sector

Source: Department for Communities and Local
Government, English Housing Survey, 2012-13.

A third of private rented homes fail to
meet the Decent Homes Standard.

Why do privately rented homes fail
the Decent Homes Standard?

The most common reason why privately rented
homes fail the Decent Homes Standard is that
they do not meet the minimum requirement of the

Housing Health and Safety Rating System (HHSRS):
18.9 per cent of all privately rented homes contained

a Category 1 hazard.””

15.2 per cent of all privately rented homes failed to

provide sufficient levels of thermal comfort.2°

7.9 per cent of all privately rented homes were not in

a fit enough state of repair.?!

2.7 per cent of all privately rented homes did not
have modern enough facilities.?
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The Housing Health and Safety
Rating System

While homes in the private rented sector do not
legally have to pass the Decent Homes Standard,
they are subject to certain standards which are
based on a risk assessment process known as the
Housing Health and Safety Rating System (HHSRS).

The HHSRS came into effect in April 2006 and
replaced the Fitness Standard as the statutory
element of the Decent Homes Standard. The
HHSRS assesses the level of faults in properties
and how they might affect the health and safety
of any potential occupant. The HHSRS considers
how likely it is that a hazard would occur and how
serious the outcome would be.

The HHSRS assesses various physiological and
psychological requirements, including:

o dampness, condensation, and mould growth
o rats, cockroaches and other vermin infestations

o broken glass, falling plaster, or dangerous or
decaying stairs

o faulty or dangerous gas or electrical installations

0 blocked drains or problems with rubbish
or sewage

0 unacceptable noise levels
o damaged asbestos

o smoke fumes or gases.

Hazards that are assessed as posing a serious
danger to health and safety are classified as a
Category 1 hazard. When a Category 1 hazard

is discovered, the local authority has a duty to

take appropriate enforcement action, which may
consist of serving an Improvement Notice or
making a Prohibition Order. Other defects which are
assessed as less serious are classified as Category
2 hazards. Local authorities are not required to
take action in this situation but still have the power
to serve an Improvement Notice or take other
enforcement measures.
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How many renters live in poor
conditions?

Between 2006 and 2012 there was a decrease in number
of non-decent homes in the sector from 47 per cent to
33 per cent.?® However, due to the rapid expansion of
the sector, the actual numbers of non-decent homes
increased. In 2006, the number of homes in non-decent
conditions in the private rented sector stood at just over
1.2 million. In 2012, the figure had risen to more than 1.3
million.2* This means a further 140,000 households are
living in non-decent privately rented homes. It has also
been suggested that the proportional improvement in
conditions is a result of the disproportionate addition of
newer housing stock, rather than the improvement of
existing properties.?

Safety

Landlords have a legal responsibility to make sure any gas
equipment they supply is safely installed and maintained in
good condition. They are also required to have a registered
Gas Safe engineer carry out an annual gas safety check
on each appliance and/or flue. Despite this, nearly one

in five landlords (19 per cent) are not able to correctly
state that a Gas Safety certificate needs to be renewed
every year. Our research also suggests that 6 per cent are
breaking the law by not fulfilling this requirement in all their
properties that have a gas supply?® and that 4 per cent of
renters have experienced a gas leak in the past year.?”

It is not currently a legal requirement for landlords to carry
out similar checks for carbon monoxide safety, and only
47 per cent currently have carbon monoxide detectors
fitted in all the homes they let.2 The Gas Safety Trust has
reported that private renters are at least 4.4 times more at
risk of a carbon monoxide incident than those living in other
tenures?®® and our research found that 2 per cent of renters
have experienced carbon monoxide poisoning in the past
year.®® This lack of protection has serious consequences for
renters, and the government has recognised the problem in
the Energy Act 2013. This allows the government to make
orders requiring all private sector homes to be equipped
with smoke alarms and carbon monoxide detectors in
the future. Recognising that legislation may be necessary
to improve the safety of renters is an important first step,
and we look forward to the regulations being laid.

While landlords are required to make sure that all
electrical systems and appliances they supply are safe,
there is no legal requirement for landlords to carry out
checks on a regular basis, e.g. annually. Our research
shows that 16 per cent of renters experienced problems
with electrical hazards in the last year.®'

Evidence from the English Housing Survey shows

the high level of safety issues regarding risk of fire in
privately rented homes, compared to other housing
types. Despite only making up 18 per cent of the overall
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housing stock, privately rented homes account for 29 per
cent of the million homes that were classified as posing

a significantly higher than average fire risk.®? This is not
surprising considering that only 52 per cent of renters
reported having a working smoke alarm fitted, and only
23 per cent reported having have a fire extinguisher and/
or fire blanket in a property in the last year.%?

Accidents

Fifteen percent of families reported that in the last year
there had been a problem in their home that could cause
a fall.** The English Housing Survey found, that despite
only making up 18 per cent of the overall housing stock,
privately rented properties accounted for almost 20 per
cent of all dwellings with a significantly higher risk of a
collision and entrapment.3®

Security

Problems with security are also considerably worse in the
private rented sector than every other tenure. Despite only
making up 18 per cent of all dwellings, they account for 41
per cent of the total number that were assessed as posing a
significantly higher risk of entry by intruders.®® Our research
also shows that 18 per cent of renters have experienced
poorly secured locks and doors in the last year alone.?”
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Thermal comfort and energy efficiency

Problems with thermal comfort and energy efficiency
continue to be overrepresented in privately rented
homes. While energy efficiency has improved over the last
couple of years, the sector still has the largest proportion of
properties with the worst energy performance rating of any
tenure. Eleven percent of private rented sector properties
have an Energy Performance Certificate (EPC) rating F or
G.%8 This can partly be explained by the fact that 37 per cent
of homes in the sector were built pre-1919 — significantly
more than other tenures.®

Energy Performance Certificates

Energy Performance Certificates (EPC) are

drawn up by accredited energy assessors. They
show how energy efficient a property currently

is, and how energy efficient it could be if certain
improvements were made. Properties are rated
from A to G, with A being the most efficient, and G
the least efficient. Landlords who are re-letting a
self-contained property must supply an EPC to any
prospective renter. In both cases, the EPC must be
commissioned before a property is marketed.

Poor energy efficiency ratings have a significant impact
on the ability of renters to keep warm.

17.  DCLG English Housing Survey 2012-13. Table 13: Non-decent homes by
tenure, 2012.

18. YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.

19. DCLG English Housing Survey 2011-12, Table 16: Homes failing decent
homes criteria, by tenure, 2011.

20. Ibid.
21.  Ibid.
22. Ibid.

283. DCLG English Housing Survey 2012-13 Table 12: Non-decent homes by
tenure, 2012.

24. Ibid.

25. Rugg, J and Rhodes, D. The Private Rented Sector: its contribution and
potential, Centre for Housing Policy, The University of York, 2008.

26. YouGov 2014, base 1,064 UK private landlords. Jointly commissioned by
Shelter and British Gas.

27.  YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.

28. YouGov 2013, base 1,064 UK private landlords. Jointly commissioned by
Shelter and British Gas.

29. Gas Safety Trust, Gas Safety Trust Carbon Monoxide Incident Report, 2012.

30. YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.
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40 per cent of renters reported experiencing poor
insulation and excess cold in the past year.*

25 per cent of renters experienced problems with
leaking roofs or windows in the past year, and 38 per
cent reported a problem with damp - all contributory
factors to a lack of thermal comfort.*

The Children’s Society recently reported that an
estimated 3.6 million children thought their home was
too cold last winter, and around 1.3 million said it had
damp or mould.*? Problems with excess cold are also
particularly worrying because the sector is increasingly
being used to accommodate homeless households,
many of whom are more likely to be vulnerable to the
cold, such as people with long-term illnesses and
disabilities. In our survey 40 per cent of renting families
in receipt of Housing Benefit reported experiencing poor
insulation and excess cold in the past year.*®

Our research also reveals that only 60 per cent of
landlords have an active EPC on all of their rental homes,
suggesting a high level of non-compliance with this legal
requirement.** Knowledge among landlords of measures
to improve energy efficiency is also low. Only 48 per cent
have heard of the Green Deal and only 4 per cent have
accessed it to try to improve their properties.*

Given that the sector contains a disproportionately high
level of homes that were built pre-1919, it is especially
important that landlords take a proactive approach in
ensuring that they provide an adequate level of thermal
comfort to meet the Decent Homes Standard, and address
the widespread problems with damp and poor insulation.

31.  Ibid.

32. Department for Communities and Local Government (DCLG) English
Housing Survey, Homes Report 2011.

33. YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.

34. Ibid.
35. DCLG, English Housing Survey Homes Report 2011.
36. Ibid.

37.  YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.

38. DCLG, English Housing Survey Homes Report 2011, Table 4.15
39. DCLG English Housing Survey, Homes Report 2011.

40. YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.

41.  YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.

42. The Children’s Society, ‘Behind Cold Doors’, 2013

43. YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.

44. YouGov 2013, base 1,064 UK private landlords. Jointly
commissioned by Shelter and British Gas.

45.  You Gov March 2013 base 1,004 England and Wales private landlords
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What is the impact
of poor conditions
on renters?

Ten percent of renters said their health had been affected
because of their landlord not dealing with repairs and poor
conditions in their property in the last year, and 9 per cent
of private-renting parents said their children’s health had
been affected.*® Almost one in six councils in England say
that private landlords’ neglect of property has required
the intervention of health services.” The BRE Group
has calculated that poor housing is costing the NHS in
excess of £600 million a year.*® While this is not exclusively
attributed to the effects of conditions in the private rented
sector, the overrepresentation of Category 1 hazards in
this tenure provides a very definite cause for concern.

The health of 1 in 10 renters has been affected
by a landlord not making repairs or dealing

SILRLISEL

Source: YouGov2014, base 4544 private renting English adults.
Jointly commissioned by Shelter and British Gas

10 per cent of renters said their health had been affected
because their landlord had failed to make repairs or address
poor conditions in their property.

The relationship between poor housing conditions and
bad health is well documented. Poor conditions such as
overcrowding, damp, indoor pollutants and cold have
all been shown to be associated with physical illnesses
including eczema, hypothermia and heart disease.*®

Sustain, a three year longitudinal qualitative study of
people housed in the private rented sector after being
homeless, conducted by Shelter and Crisis, highlights
the effects of poor housing conditions on health. All the
participants in the study experienced a problem with
conditions at some point in the 19 months that they were
interviewed. The most common problems were damp
and mould, which made people’s homes very cold and
impacted on their health, with people reporting new

respiratory conditions such as asthma in particular. About
half the number of those involved in the study reported an

increase in the frequency of coughs and colds, and more
frequent visits to the GP.%°

Can’t complain: why poor conditions prevail in private rented homes

Physical features of housing can also affect mental health,
as families struggle to cope with the stress of living in
poor conditions.®" Studies have shown that coping with
damp, problems with keeping the house warm, noise and
poor state of repair are associated with higher levels of
anxiety and depression.®? Almost one in five adults (19 per
cent) living in bad housing has low mental health.®

Given the disproportionate increase in families living in
the sector, the impact of poor conditions on children is
particularly concerning. Children living in bad housing in
the private rented sector are more likely to have wheezing
problems and poorer general health.%*

Previous Shelter research also suggests that children
living in overcrowded and insecure housing where
conditions are poor are more likely to have mental
health problems such as anxiety and depression, to
contract meningitis and to have respiratory problems.%
Poor conditions can also affect children’s physical,
educational and social development because of the lack
of safe, comfortable space to play and study; the effects
of poor conditions on sleep; iliness leading to absence
from school; and the embarrassment of inviting friends
home to play.5®
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Effects on health

Mandy and her son’s story

“Alex had so many chest infections,
headaches and nausea. He had to have
a month off school at one point. | have
cystic fibrosis and living with damp
problems meant | kept coming down
with a lung infection that I'd never had
before or since we moved out. Our
landlord didn’t seem to get that for us,
the tenants, that property is our home,
and a place we should be able to feel
safe in, not in fear for our health.”

46. YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.

47.  Shelter Freedom of Information request July 2012. This asked thirteen questions
concerning complaints received concerning private rented accommodation and
subsequent enforcement action against private landlords. Out of the 326 local
authorities contacted we received 310 responses.

48. Roys, M., Davidson, M., Nicol, S., Ormandy, D. and Amrose, P. The real
cost of poor housing. Bracknell: HIS BRE Press. Nb. BRE have developed
a methodology to compare the cost of housing interventions with the
potential savings to health services, 2010.

49. Barnes, B. Cullinane, C, Scott, S. and Silvester, H. People living in bad
housing — numbers and health impacts, Natcen, 2013.

50. Smith, M., Albanese, F and Truder, J. A Roof Over My Head: The Final
Report of the Sustain Project, Sustain: A longitudinal study of housing
outcomes and wellbeing in private rented accommodation, Shelter and
Crisis, 2014, p.19. Big Lottery Funded.
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Mandy wishes she’d moved out sooner than they did.
The problems started off as just a few little things and
built up and up and before she knew it she was spending
all her time chasing the landlord about everything,
holding out for him to fix the problems.

51. Barnes, B. Cullinane, C, Scott, S. and Silvester, H. People living in bad
housing — numbers and health impacts, Natcen 2013

52. Macintyre S, Ellaway A, Hiscock R, Kearns A, Der G, Mackay L. What
features of the home and the area might help to explain observed
relationships between housing tenure and health? Evidence from the west
of Scotland. Health Place 9:207-18, 2003.

53. Barnes, B. Cullinane, C, Scott, S. and Silvester, H. People living in bad
housing — numbers and health impacts, Natcen 2013 Bad housing refers
to people living in overcrowded housing by the Bedroom Standard or their
home fails to meet the Decent Homes Standard.

54. Barnes, B. Cullinane, C, Scott, S. and Silvester, H. People living in bad
housing — numbers and health impacts, Natcen 2013.

55. Harker, L. Chance of a Lifetime, Shelter, 2006.

56. Harker, L. Chance of a Lifetime, Shelter, 2006.
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Why are conditions
so bad in the
private rented
sector?

Why don’t renters complain about
poor conditions?

Renters have certain rights requiring their landlord to
keep their homes in good repair. If homes are in a poor
condition, renters are entitled to ask the landlord to carry
out repairs. Alternatively they can report poor conditions
to their local authority, which has a responsibility to
inspect the property and, where necessary, serve an
Improvement Notice requiring works to be carried out.
Where the home is in a condition that is ‘prejudicial to
health’, the authority may serve an abatement notice
requiring the landlord to remedy the problem.%”

Shelter has been fortunate enough to engage with a wide
range of local authorities. We have come across some
fantastic examples of local authorities using innovative
and cost-effective techniques to tackle rogue landlords
and improve their local private rented sector.5® Many local
authorities, however, face budget cuts, and as a result
environmental health teams are not always sufficiently
resourced to carry out proactive inspections and
enforcement work. Therefore, complaints from renters
become much more heavily relied upon in order for
teams to carry out their work.

Despite high levels of poor conditions, the numbers of
renters reporting problems remain relatively low. Our
research found that as little as 8 per cent of renters have
complained to their local council.®® This can in part be
explained by renters’ lack of awareness of their rights

or low expectations, which are important and relevant
factors. However, Shelter has long stressed that the main
barrier to renters reporting (and one that would come into
play even if renters possessed both higher expectations
and awareness of their rights) is the lack of protection
from retaliatory eviction or other forms of retaliatory
action, such as landlord harassment. This fear must be
recognised as a major barrier to renters bringing forward
complaints about conditions or poor practice.

Blackpool Borough Council

‘Enforcement can only require that landlords meet
basic minimum standards, and property quickly falls
below that standard once enforcement action has
finished. Some landlords adopt a ‘management by
enforcement approach’ and simply wait for the council
to tell them what to do; this is expensive, resource-
intensive and fails to provide a quality housing offer.’

Can’t complain: why poor conditions prevail in private rented homes

Amber Valley Borough Council

‘An increasing number of renters tell us that
following the council asking their landlords to
make repairs, an eviction notice is swiftly served.
On top of that we think that we only receive
complaints from around 10% of renters who are
living in non-decent properties.’

Why do renters fear retaliatory
eviction?

The majority of renters have an Assured Shorthold Tenancy
of a six or 12 month fixed period. During the fixed period

of a tenancy the landlord can generally only evict a renter
by obtaining a court order following a Section 8 notice.°

In order to obtain a Possession Order via the Section 8
procedure, the landlord must provide evidence of certain
statutory grounds, such as rent arrears.

If, after the fixed period of the tenancy has expired,
the tenancy is not renewed for a further fixed term, the
tenancy becomes a statutory periodic tenancy.

Where the fixed term has expired, or where there was

no fixed term at all, the landlord has the right to evict a
renter using a Section 21 Notice.®' A Section 21 Notice
enables the landlord to end an Assured Shorthold
Tenancy agreement without having to show any grounds,
providing the renter has been given a minimum of two
months notice. So long as the landlord has protected
the renter’s deposit and the notice is served correctly,
renters will have no defence to a possession claim based
on a Section 21 Notice. For renters who have a six or 12
month fixed period, this means that they can be evicted
within a year, and those with a periodic tenancy within
two months. This makes the threat of retaliatory eviction
a very real one, and provides a strong incentive for
renters not to risk provoking their landlord.

There is currently no specific legislation in place to protect
renters who report poor conditions to their landlord or local
authority from being evicted or other forms of retaliatory
action. The UK is out of step with other jurisdictions in
providing such weak protections for renters. In other
European countries, many renters are protected by longer
fixed-term tenancies. In countries such as America (39 of the
50 states provide protection), Australia and New Zealand,
where shorter tenancies are more commonplace, renters
have greater powers to challenge an eviction in order to
protect themselves from retaliatory action. This allows them to
better exercise their rights to reasonable living conditions.®2
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Protections renters enjoy in other countries
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New Zealand

Within 14 days of receiving a notice of eviction,
renters can apply to a tribunal to for an order
declaring that the notice is of no effect on the
grounds that landlord served the notice because
the renter tried to exercise any rights relating to
their tenancy agreement.

New York

If a landlord issues an eviction notice in response
to: a renter making a complaint regarding a violation
of a health and safety law or regulation; trying to
enforce any rights under their tenancy or joining a
tenants rights group; it is deemed retaliatory. They

are subsequently not able to make any substantial
changes to the tenancy such as increasing the rent
or reducing services. They are also not allowed to
not renew a tenancy within a twelve month period.
Landlords that are found to have violated this are
subject to pay compensation.

Florida

It is unlawful for a landlord to increase rent,
decrease services or threaten to bring an action for
possession in retaliation to a tenant complaining
about unsafe or illegal living conditions. They are
also protected from retaliatory action if they join a
renters’ rights group.

Alaska

It is unlawful for a landlord to increase rent,
decrease services or threaten to bring an action
for eviction in retaliation to a renter making a
complaint. They are also protected from retaliatory
action if they join a renters’ rights group. Renters
are also potentially entitled to recover damages if
they find that a landlord has acted in retaliation.

Source: Shelter Cymru, Making rights real- preventing retaliatory
eviction in Wales, 2013; Citizens Advice Bureau, The Tenants Dilemma-
warning: your home is at risk if you dare complain, 2007.
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There is a significant body of evidence suggesting that the
practice and fear of retaliatory eviction is widespread and
should be addressed in order to ensure that renters are
protected when exercising their basic consumer rights.

Our research shows:

o renters fear retaliatory eviction. One in eight
renters (12 per cent) have not asked for repairs
to be carried out in their home, or challenged a
rent increase in the last year because of they fear
eviction.5®

o renters do suffer retaliatory eviction. One in
33 renters have been evicted, served notice or
threatened with eviction in the past five years
because they complained to their local council or
their landlord about a problem in their home. This is
the equivalent to 324,172 renters every year.%*

1 in 8 fear retaliatory eviction

Source: YouGov 2014, base 4544 private renting English adults.
Jointly commissioned by Shelter and British Gas

12 per cent of renters have not asked their landlord to carry
out repairs or challenged a rent increase because they fear
retaliatory actions.

The Tenants’ Voice found that 71 per cent of renters

have paid for repairs themselves rather than asking their
landlord to make them, and that 61 per cent were wary of
complaining to their landlords about poor conditions.5®

It should also be noted that 86 per cent of renters
surveyed said that they had never heard of the term
‘retaliatory eviction’, suggesting that renters may
underreport the practice.®®

These findings are supported by the experiences of
frontline housing staff. Shelter regularly witnesses how the
practice and fear of retaliatory action deters renters from
exercising their rights. In a recent survey of 321 Shelter
advisers (48 responses were received), 55 per cent

said that in 30 per cent of cases where there were poor
conditions, renters were reluctant to take formal action
because they were worried that their landlord might
evict them. Seventy-six percent said that renters worried
that the landlord would increase the rent if they made a
complaint about poor conditions. Worryingly, more than
half (52 per cent) of advisers said that they thought that
the practice of retaliatory eviction had got worse.
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Shelter Cymru have also carried out research on this
practice.®” They found that all the environmental health
and tenancy relations officers they surveyed had worked
with renters who were put off from accepting their help
because they feared jeopardising their tenancy, and that
almost 40 per cent reported that renters were ‘often’

put off accepting their advice and help.®® These findings
very much reflect the work carried out by Citizens
Advice Bureau in 2007, which similarly focused on the
experience of environmental health and tenancy relations
officers.®® They also found that all respondents had
worked with renters who were put off accepting their
help for fear it might jeopardise their tenancy, and almost
half said that this was ‘always’ or ‘often’ the case. When
respondents were asked if more security was required
for renters when exercising their statutory rights, only
two per cent disagreed. These findings not only highlight
the impact on renters but also how the fear of retaliatory
eviction affects the ability of frontline housing staff to
properly advise renters and take enforcement action.

Nearly two in ten renters (18 per cent) who have moved
rental properties in the last five years stated that one of their
main reasons for moving was due to their accommodation
being in poor condition.” In some circumstances a problem
will never get reported. This means that often properties are
continuously let in a poor condition to renters for shorter
periods, and standards are never improved.

Removing the fear of retaliatory
eviction

The fear of eviction is a key factor in the underreporting
of poor conditions in the sector. It is essential that proper
protections are put in place to ensure that all renters

feel sufficiently empowered to do so. The government
has acknowledged this issue and is considering how to
better protect renters living in poor conditions who make
a complaint as part of its review of property conditions in
the private rented sector.

Shelter is calling on the government to put restrictions
in place to prevent Section 21 Notices being served
when a renter has complained about poor conditions
in their home.

Shelter recommends that

Renters who report poor conditions to their landlord
and are subsequently served with a Section 21 Notice,
should have the right to appeal the eviction notice.

If a renter is able to provide evidence from someone
who is trained in the Housing Health and Safety
Rating System to show that there are Category 1 or
2 hazards present in their home and that they made

a complaint to their landlord, or someone who works

on their behalf (eg letting agent) before the notice was
served, then the notice should be treated as invalid.
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The landlord should not be able to serve a valid
Section 21 Notice for six months subsequently.

This model most closely resembles international
protections for renters.

An Improvement Notice or Emergency Remedial
Action served by a local authority should
automatically prohibit a Section 21 Notice.

The fear of retaliatory eviction is more prevalent
than the practice.” In order to provide renters with
the confidence to report poor conditions, Shelter
recommends that when a renter makes a complaint
and a local authority subsequently serves an
Improvement Notice or takes Emergency Remedial
Action, landlords are automatically prohibited from
serving a valid Section 21 Notice.

Local authorities have to take some form of
enforcement action if they discover a Category

1 hazard. While they are not obliged to, they also
have the power to take enforcement action if they
discover one or more Category 2 hazards. Local
authorities also have the power to take emergency
remedial action if there are hazards present which
pose an imminent risk of serious harm to occupiers.
They can take remedial action to remove the risk of
harm and recover their reasonable expenses.

Shelter recommends that if a Section 21 Notice is
served before the Improvement Notice is served or
Emergency Remedial Action is taken, it will also be
treated as invalid.

We also recommend that where an Improvement
Notice is served or Emergency Remedial Action is
taken, the landlord should not be able to serve a valid
Section 21 Notice for six months subsequently.

A Hazard Awareness Notice served by the local
authority should also automatically prohibit a
Section 21 Notice from being served.

Many local authorities do not serve a landlord with
an Improvement Notice if they find Category 1 and
2 hazards in a property. The Housing Health and
Safety Rating System enforcement guidance advises
that it might be appropriate to wait before serving
the notice if the local authority is confident that the
landlord will take remedial action quickly. In this
situation authorities are advised to use the Hazard
Awareness Notice to record the action and provide
evidence that the landlord was informed in the event
that they fail to carry out the necessary work.”
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Shelter proposes that the Hazard Awareness Notice
should also serve to automatically prohibit landlords
from serving a Section 21 Notice for six months in
order to prevent renters from being evicted before the
landlord has considered how to respond to the notice.

We also recommend that if a Section 21 Notice is
served before the local authority issues a Hazard
Awareness Notice, it should also be treated as invalid.

These proposals would give renters the confidence to
report poor conditions in their homes without fear of
retaliatory eviction. The law already exists to prevent
landlords who have not properly protected tenancy
deposits from evicting renters, so would be relatively
easy to implement. These measures should be extended
to ensure that protections for renters are in line with the
broad range of international examples.

A change to the law would also benefit landlords. Often
when renters do not report problems, properties are
allowed to fall into disrepair and landlords can be caught
out with large fines later on. Our research into landlord
business models showed that 71 out of 225 landlords
surveyed thought that a renter not reporting problems when
they occurred was a barrier to upgrading and maintaining
their property.” Reforming the law to encourage renters
to report issues as they arise will help landlords respond
promptly, before their property deteriorates further.

We also recommend that landlords who wish to sell
their property would still be able to issue a Section 21
Notice, provided they could produce documents clearly
evidencing a binding exchange of contracts to ensure
that the proposed sale is genuine.

Those landlords who wilfully engage in poor practice will
rightly be prevented from doing so. This will help improve
the reputation of the sector and act as a future deterrent.
Finally, the role of someone who is trained in the Housing
Health and Safety Rating System in verifying reports of
poor conditions as the basis for restricting the use of
Section 21 Notices will protect landlords from spurious
renter complaints.

Rent Repayments Orders

As part of their review of property conditions in the private
rented sector, the government is considering the scope for
requiring landlords to repay rent or Housing Benefit where
a property is found to have serious risks to health and
safety through a Rent Repayment Order. Rent Repayment
Orders are currently used where a landlord has rented out
a property that is required to be licensed without a licence
being in place. Rent Repayment Orders can be used by
both current renters and those who have left the property.

Our research shows that nearly seven in 10 (68 per cent)
of renters would report their landlord to their council to
recover their rent or Housing Benefit if their property
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was in a poor condition and could cause them or their
household serious harm.™ This would therefore be a
strong deterrent to landlords renting out properties in poor
conditions, even in a situation where a renter has chosen
to leave the property rather than report a problem. It is also
important to note that of the renters we surveyed, 27 per
cent said they would only report their landlord to recover
their rent if they knew they could not be served an eviction
notice.”® For this reason it is essential that renters are also
protected from retaliatory eviction.

High demand further weakens
renters’ consumer bargaining power

The lack of legislative protections is compounded

by the imbalance between supply and demand for
private rented homes, further weakening the consumer
bargaining power of renters. In most areas, renters are
acutely aware that they are easily replaceable. For many,
this may affect their decision to report poor conditions
for fear of retaliatory eviction. For example, in London,
England’s highest demand market, 40 per cent of
renters worried that their landlords would not keep the
accommodation in good order — higher than all other
English regions except the north.™

‘Where demand for private properties exceeds
supply, the use of Section 21 Notices is prolific for
any tenant who raises their head above the parapet,
tenancy-wise.” Shelter adviser

Renters living in the lower end of the
market are even less likely to report
poor conditions

In 2001, 10 per cent of private renter households in
England were living below the poverty line. This figure
now stands at 18 per cent.”” In 2009, 47 per cent of
vulnerable private renter households were living in
homes that failed to meet the Decent Homes Standard.™
Households are defined as ‘vulnerable’ if they are in
receipt of at least one of the main means-tested or
disability-related benefits. Peter Kemp also found that
disrepair is a much greater problem for lower-income
households in the private rented sector than for those
living in social rented or owner-occupied homes.”

Renters in lower social groups who experienced a
problem with a landlord in the past 10 years were also
twice as likely to take no action about a problem for fear
of consequences.® In the last year, fear of eviction from
their current property due to asking for repairs to be
carried out or conditions improved was higher among
renters in receipt of Housing Benefit (14 per cent) than
renters as a whole (8 per cent).8
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Our research shows:#

renters on Housing Benefit are more likely to have
cause for complaint to their local authority about
privately rented homes (36 per cent compared to
29 per cent of all renters). Out of those who do have
reason to complain, a larger proportion don’t do

so because they are worried about the action the
landlord might take (9 per cent compared to 5 per
cent of all renters).

One of the reasons for this is that the imbalance
between supply and demand for properties in the lower
end of the sector is far greater, resulting in even more
renters competing for fewer properties, and further
weakening their ability to act as consumers and bargain
for better conditions. The imbalance is particularly
distorted because a significant proportion of landlords
are unwilling to let their properties to renters in receipt
of Housing Benefit or Local Housing Allowance. Our
research has found that half of landlords (49 per cent)
have a policy of not letting to people on Local Housing
Allowance or Housing Benefit, and a further 18 per cent
say they occasionally do, but prefer not t0.%3

‘Many private landlords say they cannot afford to
carry out repairs so they evict their tenants as a
way of avoiding responsibility — then take on new
ones who are desperate and on Housing Benefit in
the hope they won’t complain.” Shelter adviser

A lack of consumer bargaining power and sense of
insecurity of tenure is reflected in the Sustain project
findings. The study found that participants, who had

all been housed in the private rented sector by a local
authority or voluntary agency, often felt that landlords
had more control over their tenancy than they did. One

of the reasons given was that landlords could easily give
notice or evict renters and due to their limited financial
circumstance, their choice for alternative accommodation
were very constrained. Some people were worried that
the landlord would be annoyed or serve an eviction notice
at the six month break clause if they asked for repairs.®
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Retaliatory eviction

Amy’s story

“I'lived with bad conditions like mould
and a boiler that broke all the time.
There was damp in some of the rooms
so it smelled musty. | tried calling to
complain about the conditions, but he
just put my rent up — he said he’d done
it to encourage me to leave.

Finally, | wrote my landlord a letter about the conditions |
was living in — and he served me with an eviction notice a
few weeks later. I'm angry about my eviction, and feel like
I’m being punished for complaining. I'd like to fight my
landlord over it, but | feel powerless to do much.”
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Steve and his partner’s story

“There were a lot of problems in my
home. The heating and thermostat were
broken, so it was often freezing. The
front door didn’t even lock properly,

so that if we wanted to lock it from

the inside we had to climb out of the
window to leave the housel!

Our landlord would take ages to make repairs or just
ignore problems entirely, so | contacted the council, who
got in touch with him. A week later, our landlord said he
was selling the property and we’d be evicted. | asked him
afterwards if it was related to the complaints I'd made —
he said ‘let’s just say it didn’t help.”
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Greg and his family’s story

“My eldest was coming up for his
exams, and we had him set up in a local
school with extra lessons and special
measures for his Asperger’s. We'd

had some trouble in the house with
damp and mould, so | reported it to the
landlord — three weeks later, he served
us an eviction notice.

57. Under Part lll of the Environmental Protection Act 1990, certain matters are
declared to be ‘statutory nuisances’. This includes any premises in such a
state as to be prejudicial to health or a nuisance.

58. Shelter, What works, tackling rogue landlords and improving the private
rented sector, 2013

59. YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.

60. Anotice under Section 8 of the Housing Act 1988.
61. Anotice under Section 21 of the Housing Act 1988.

62. Shelter Cymru, ‘Making Rights Real- preventing retaliatory evictions in
Wales’, 2013.

63. YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.

64. Ibid.
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Now, we have nowhere to go, and have come to Shelter
for help. | don’t want to have to move my son from his
school as it’ll affect him pretty badly, and will put him
back at least a year. We haven’t been able to hide it
from the other kids so they’re feeling the stress too.

It’s extremely frustrating, especially when we didn’t do
anything to cause it — this shouldn’t be allowed.”

65. Tenant Voice, ‘A third of tenants have been evicted or threatened with
eviction after complaining to their landlords’, (2013). The results are based
on a poll of more than 2,000 tenants from their Facebook Community.

66. Ibid.

67. Shelter Cymru, Making Rights Real- preventing retaliatory evictions in
Wales, 2013. They contacted all 22 local authorities in Wales and asked
officers working in Environmental Health and PRS Tenancy Support to
complete an online survey. Responses were received from 29 respondents
in 20 authorities.

68. Shelter Cymru, ‘Making Rights Real - preventing retaliatory evictions in
Wales’, 2013.

69. Citizens Advice Bureau, The Tenant’s Dilemma- warning: your home
is at risk if you, dare complain, 2007. An e-mail survey was carried out
with environmental health officers and tenancy relation officers through
the medium of LACORS (Local Authorities Coordinators of Regulatory
Services) and the Association of Tenancy Relations Officers. Responses
were received from 129 officers across England and Wales.
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Why don't
landlords improve
their properties?

Supply and demand

The Housing Act 1988 brought in substantial changes

to the private rented sector, including the creation of the
Assured Shorthold Tenancy (which has become the default
private residential tenancy), and the deregulation of rents.
These measures were intended to revive the sector. It was
also assumed that deregulation would lead to an overall
improvement of conditions.® It was expected that, as the
market grew, renters would be provided with more choice
and landlords letting properties in a poor condition would
find it difficult to attract renters. This would incentivise
them to improve property standards.

Following deregulation and the introduction of the buy-
to-let mortgage product in the 1990s, the sector has
proportionately increased from a low of 9 per cent of
the market in 1992 to 18 per cent of all households by
2012-13.85 However, this growth has not kept up with
the demand for privately rented homes, leading to a
substantial increase in rents during the same period.

Rising rents

The median private rent paid by renters increased
by 67 per cent between 2002-03 and 201112,
according to the English Housing Survey. Over the
equivalent time period (2003-2012), median gross
full-time wages in England rose by 25 per cent
(ONS Annual Survey of Hours and Earnings 2003-
13). This means that private rents rose at 2.5 times
the rate of wage increases over the last ten years.

For the 12 months from December 2012 to
December 2013, LSL data shows London market
rents have risen by 4 per cent, and UK rents by 2 per
cent. Homelet shows a 3 per cent annual inflation of
London rents and 4 per cent nationally. Both sources
show average monthly rents to be over £1,100 in
London and over £700 nationally. By comparison,
the average full-time wage has risen by just 1 per
cent in England in each of the last two years, for
which data is available (2010-11 and 2011-12).

Confidence in market conditions and the ability to
increase rents has been highlighted by various landlord
surveys. The Government’s Private Landlord Survey 2010
found that 78 per cent of landlords expected to re-let
their properties if they became vacant tomorrow - of
these 59 at the same rent, 40 per cent at a higher rent
and only 1 per cent lower.8”

Can’t complain: why poor conditions prevail in private rented homes

Four-fifths of landlords surveyed (82 per cent) stated that
low rental demand was not perceived as a problem.88
Similarly, our research has found that that among
landlords who had set up a new tenancy in the last five
years, 40 per cent had increased the rent, 39 per cent
had kept it the same and 8 per cent had decreased it for
the next renter.®

The prevalence of poor conditions in the sector has

led many commentators to cast doubt on the ability of
market forces alone to improve the sector.®® In their 2008
government-commissioned report into the private rented
sector, Julie Rugg and David Rhodes concluded that
due to high levels of demand from renters, market forces
cannot be relied upon to ‘police’ the sector. Furthermore,
they noted that even where a landlord has a poor
reputation locally, they will still be able to find renters.
The imbalance between supply and demand, they
concluded, is particularly pronounced for people living
on lower incomes, often resulting in higher numbers of
‘overtly unscrupulous’ landlords operating at the lower
end of the market.®' With so many people in need of a
private rented home, there appears to be fewer financial
incentives for landlords to reinvest rental income in
improving conditions.

Financial asset or business?

Soaring house prices have made the private rented
sector an obvious choice for people looking for a

good long-term investment. Commissioned by Shelter,
consultants at Jones Lang LaSalle took an in-depth
look at a range of business plans by private landlords.
They found that the main return in the business plans

of landlords they interviewed was primarily long-

term capital growth, with rental income making up a
necessary, but relatively marginal, part of the overall
return on investment over a 15-year buy-to-let holding.®

This trend is supported by results from our landlord
survey which suggests that there is a significant
proportion who treat renting primarily as a means of
building up a long-term financial asset, rather than a
business. Sixty per cent of landlords said that they
regarded renting as a sideline to a longer investment, and
15 per cent of landlords said they regarded renting as an
investment that they did not have to worry about.®®* Only
57 per cent of landlords regarded their role as a landlord
a business, with customers first and foremost. Notably
landlords who did not state that they regarded renting as
a business with customers first and foremost were less
likely to have money set aside for repairs.®*
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Initial findings from recently commissioned research

to find out what motivates landlords to improve the
conditions of their properties showed that 119 out of

225 landlords surveyed said that the main reason for
improving and maintaining the condition of their property
was to maintain its value. Only 31 said it was to sustain
rental incomes.®® This suggests that there is a significant
proportion of landlords who are far less concerned that
the condition of their property will affect their ability to
attract renters and increase rents, further highlighting
the fragile link between rents and conditions and renters
limited ability to act as consumers.

Skills and knowledge

In addition to the rogue landlords who deliberately exploit
renters, there are far more ill-informed amateur and
accidental landlord whose actions, while less malicious,
are equally as dangerous for renters. Since the late

1990s there has been a boom in the buy-to-let mortgage
product, allowing many more people to set up as
landlords. This has led to a domination of the market by
private individuals who own a single investment property
and have no or little relevant experience or qualification®
— 89 per cent of all landlords are private individuals, and
more than three-quarters (78 per cent) of all landlords own
a single rental property.®” More than half of landlords
have let for 10 years or less.® Our research shows only
5 per cent of landlords regarded being a landlord as their
main or full-time job.*® Since the financial crash there has
also been an increase in the levels of ‘accidental landlords’.
Twenty seven per cent of landlords could be described as
accidental landlords who have either inherited or couldn’t
sell a property, so ended up renting it out.'®

It not surprising therefore that only one in six (16 per cent)
landlords are either members of a trades body, or hold an
accreditation or license, and more than three-quarters (77
per cent) have never been a member of any trade body or
held any license or accreditation.'® Landlords with more
experience and bigger portfolios appear most likely to be
accredited.'%?

This has led to a lack of professionalism and expertise on
conditions and standards across the sector.

The Government’s Private Landlord Survey revealed that
only 15 per cent of landlords had heard of the HHSRS.'%®
Twenty-nine percent of landlords required more
information on gas regulation, and 27 per cent required
more information on fire regulation.’*

Our research shows:

a quarter of landlords did not know how often they
should renew their Energy Performance Certificate.'%
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nearly one in five (19 per cent) landlords were not
able to correctly state that gas safety certificates
need renewing each year.'%®

6 per cent of landlords appeared to be breaking the
law on gas safety by not ensuring that boilers are
serviced every year and CP12 certificates are up to
date in all of their properties.!”

Resources

Market conditions mean there are very few financial
incentives for landlords to invest in their properties,

but can they afford to? Recent research suggests that
the majority of landlords face few financial barriers

to improving conditions. Based on an analysis of the
Wealth and Asset Survey, the Strategic Society Centre
found that 62 per cent of landlords thought that they
could cope for a year or more if their income dropped
by a quarter. They also found that 78 per cent of private
landlords felt that their income was enough to meet the
costs of their everyday outgoings.'®®

The Government’s Private Landlord Survey also reported
that only 10 per cent of landlords considered the cost

of repairs to be a serious problem, and only 4 per cent
thought finding reliable builders or tradesmen was a
serious problem.'® These findings are supported by our
research which shows that:

three-quarters of landlords said that the rent they
collect is more than their total costs (mortgage,
insurance, maintenance, etc). Only 12 per cent said
that they were collecting less in rent money than
their outgoings.'®

43 per cent of landlords have no outstanding mortgage
costs and only 16 per cent had mortgages worth 75
per cent of the value of their portfolio or more.!"

only 9 per cent of landlords reported that they struggle
to keep their properties in a good state of repair.'?

Market forces alone are not regulating for good
conditions. In an environment where the demand for
private rented homes often outstrips supply and landlords
are confident of a steady flow of renters and the ability to
regularly increase rents, there are few financial incentives
to improve conditions. Over the coming months, Shelter
will be exploring in more detail what factors motivate
landlords to improve and maintain the condition of their
properties, and which groups of landlords are struggling
to do so, ahead of our final report containing our solutions
for improving the private rented sector.
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Conclusion

Despite some improvements in the sector, conditions

are much worse than any other tenure — 33 per cent of
privately rented homes fail to meet the government’s own
Decent Homes Standard and over six in ten renters (61
per cent) have experienced at least one of the following
problems in past 12 months: damp, mould, leaking roofs
or windows, electrical hazards, animal infestations and
gas leaks. For families the figure is 69 per cent."®

The extent of poor conditions is particularly significant
given the growing numbers of families living in the
sector who are shut out of owner occupation as a result
of soaring house prices, or are no longer eligible for
social rented accommodation because of dwindling
stock. The sector is being used by local authorities

to accommodate homeless households, either as
temporary accommodation, as a final offer under the
statutory rehousing duty, or as part of housing options.

Where a homelessness duty is owed, it is typically
because the households contain pregnant women,
children or other vulnerable people. Evidence shows that
more vulnerable groups are more likely to live in poor
conditions and less likely to report them. Renters in lower
social groups who experienced a problem with a landlord
in the past 10 years were twice as likely to take no action
about a problem for fear of the consequences.'™*

The increasing reliance on private renting as a long-term
housing solution is putting huge pressure on the sector,
where the supply of homes has not kept up with demand.
This often means that there are few financial incentives
for landlords to improve the conditions of the homes they
let. It also means that renters have very little consumer
power to bargain for better conditions, as evidenced by
the high numbers who fear retaliatory eviction — one in
eight renters (12 per cent) have not asked for repairs to
be carried out in their home or challenged a rent increase
in the last year because of the fear of eviction."®

One of the key reasons why poor conditions continue

to prevail in the sector is because of the low numbers

of renters who report problems. This is particularly
concerning because, in the context of cuts to local
authorities, many environmental health teams are not
sufficiently resourced to carry out proactive inspections
and enforcement work. It is therefore essential that
renters are given proper protections to allow them to act
as consumers and exercise their right to live in safe and
decent homes.

Can’t complain: why poor conditions prevail in private rented homes

What are we calling for?

In the long term, the government must ensure that more
homes are built in all tenures — in particular affordable
homes — to meet the demands of our housing shortage.
Until that happens we must make sure that renters are
provided with the adequate protections to ensure that
they live in safe, secure and decent homes and that
sufficient intervention is taken to improve the sector.

The government is right to consider restricting the use of
Section 21. We urge them to do so where renters have
reported poor conditions and are living in homes which
contain Category 1 and 2 hazards. This would bring the
protections for renters in England in line with a significant
number of international examples. This legislative change
would not only empower renters but also provide a
protection to the vast majority of good landlords who
want to improve and maintain conditions, but whose
properties fall into disrepair because renters are too
fearful to complain.

We also know that there are a significant number of
renters living in poor conditions who often feel that they
have no other choice but to leave their homes. These
renters will often not report a problem retrospectively.
This means that homes in poor conditions continue

to be let for short periods to different renters and the
landlord is never held accountable. We strongly support
the government’s proposals to extend the use of Rent
Repayment Orders to renters who are living, or have
lived, in a property which contains serious hazards.
Rent Repayments Order would provide a much-needed
incentive to renters, who often do not report poor
conditions after leaving a property.

Going forward

In addition to the rogue landlords, there is a significant
proportion — whether they be accidental or amateur -
that lack sufficient knowledge and skills. As a result, they
are letting out properties in a poor standard. Improved
education is most certainly important, but this will not
negate the fact that there are currently very few financial
incentives for landlords, the majority of whom have
sufficient financial resources, to invest more heavily in
their properties.

In the summer Shelter will be producing a final report,
which will contain our recommendations for improving
standards across the sector. In order for conditions to
be improved, the current status quo cannot continue. It
is vital, then, that we design a series of better incentives,
penalties and practical measures to improve standards -
and thereby conditions — in the private rented sector.

March 2014 23



85. The English Housing Survey, Headline Report 2012-13, Annex Table 1 108.
‘“Trends in tenure, 1980-2012-13.

104.

86. The English Housing Survey, Headline Report 2011-12, Annex Table 1
‘“Trends in tenure, 1980-2011-12. 105.

87. DCLG Private Landlord Survey 2010. 106

88. DCLG Private Landlord Survey 2010.

107.

89. YouGov 2013, base 1,064 UK private landlords. Jointly commissioned by
Shelter and British Gas. 108.

90. Rugg, J and Rhodes, D. The Private Rented Sector: its contribution and
potential, Centre for Housing Policy, The University of York, 2008;

91. Rugg, J and Rhodes, D. The Private Rented Sector: its contribution and 109.
potential, Centre for Housing Policy, The University of York, 2008

110.

92. Jones Lang LaSalle, Can landlords’ business plans sustain stable,

predictable tenancies?, 2012
111.

93. YouGov 2013, base 1,064 UK private landlords.

111.

94. YouGov 2013, base 1,064 UK private landlords 45 per cent of 18 per cent of
landlords perceived themselves as a business compared to 59 per cent of 112.
those who are setting money aside.

95. Preliminary findings from recently commissioned unpublished research by 1183.
BDRC Continental and the University of Cambridge into Landlord Business
Models. Jointly commissioned by Shelter and British Gas. 114

96. DCLG Private Landlord Survey 2010. Jointly commissioned by Shelter and
British Gas.

97. DCLG Private Landlord Survey 2010

98. Ibid.

99. YouGov 2013, base 1,064 UK private landlords.

100. Ibid.

101. Ibid.

102. Ibid.

Can’t complain: why poor conditions prevail in private rented homes March 2014

DCLG Private Landlord Survey, 2010.
Ibid.
You Gov March 2013 base 1,004 England and Wales private landlords

YouGov 2013, base 1,064 UK private landlords. Jointly commissioned by
Shelter and British Gas.

Ibid.

Lord, C, Lloyd, J, Barnes, M, Understanding Landlords, A study of private
landlords in the UK using the Wealth and Assets Survey, Strategic Society
Centre (2013).

DCLG private landlord survey 2010

YouGov 2013, base 1,064 UK private landlords. Jointly commissioned by
Shelter and British Gas.

Ibid.
Ibid.

YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.

YouGov 2011 base 2092 GB adults. Fieldwork was undertaken 15th -17th
June 2011. 10 per cent amongst C2DE adults, versus 5 per cent ABC1 .

YouGov 2014, base 4544 private renting English adults. Jointly
commissioned by Shelter and British Gas.

24



Shelter helps millions of people every year struggling
with bad housing or homelessness — and we
campaign to prevent it in the first place.

We're here so no one has to fight bad housing or
homelessness on their own.

Please support us at shelter.org.uk
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British Gas

Shelter’s 9 million renters campaign is run with the
support of British Gas, as part of our partnership to e e r
improve the conditions of privately rented homes.


http://www.shelter.org.uk
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Nation Rent

Is this the end of our property owning democracy?
Will Generation Rent give way to Nation Rent?

If we carry on as we have been then within another generation there
may be nearly as many renters as there are home owners. Social
landlords have been losing market share to commercial landlords. If
we carry on as we have been then in another generation commercial
landlords will dominate. Social landlords are not keeping pace with
the future need for affordable housing.

It doesn’t have to be this way.

This is a report designed to engage with and encourage all those who
don’t want Generation Rent to become Nation Rent.

A call to arms to all in housing businesses, investors and developers
who want to build a long term housing market which everyone can be
a part of.

The context:

= Owner occupation has gradually declined from its peak in 2003
of 71% to 65% in 2013. If current trends continue, there could
be more renters than owner occupiers by 2041

=  Over three-quarters of current renters want to own their own
home within 10 years

= But if current trends continue there will be up to 40% of
households renting long term, without realistic prospect of home
ownership as house building fails to keep pace with home
ownership aspiration and mortgage availability

= Recent reports have highlighted concerns about poor quality
private renting

= The buy-to-let boom has seen an explosion of amateur
landlords, many of whom are holding property as an
investment and to benefit from capital growth: buy-to-let
mortgages are up from 4.3% of all mortgage lending to nearly
13% of all mortgage lending in a decade

= At the same time, the social housing sector has been in relative
decline, failing to keep pace with the growth of households and
the future needs for affordable homes. By 2011 the proportion of
social homes to all homes was at its smallest since 1953.



For the first time, we showcase a Toolkit for investing in and
operating a range of residential housing which is built on Three
Foundation Principles:

One A whole market solution to increase the housing supply of
social rent through to home ownership

Two An investment portfolio demonstrating good long term
returns set at levels to be attractive to long term
institutional investors

Three The provision of subsidised homes equivalent to the
predicted need for affordable homes, without reliance on
government capital subsidy.



Introduction

The changing worlds of housing and finance

Over the last decade the composition of the housing market has been
changing markedly. Since the credit crunch the finance markets
which deliver funding for residential rented housing, particularly in
the housing association market, have undergone permanent change.

The work undertaken by Million Homes, Million Lives over the last
13 months has been to review, assess and build a different approach
which can make a substantial difference to financing and building
long term rented housing, and to begin to meet some of the tensions
now appearing in relation to owner-occupation and the expansion of
the rented markets.

Part 1  sets out the background and projections for the Changing
Housing Market.

Part 2  sets out the background for and recent developments in
the Changing Housing Finance Markets.

Part 3  showcases how different organisations could use the
Million Homes Toolkit to create dynamic housing
portfolios.



Part One

The Changing Housing Markets

1.1 In recent years there has been a significant change in the
housing market'. The rented market has experienced strong
growth and the overall number of households has continued to
increase. The proportion of renters to owner occupiers has
changed, with a gradual decline in the percentage of owner
occupiers from its peak in 2003 of 71% to 65% in 2013.

1.2 Over the decade to 2020 the population is projected to
increase by 4.9 million people®. Given that the mortgage sector is
not expected to be restored to pre-crunch levels until 2015°, owner
occupation supported by the mortgage market is unlikely to keep
pace with an overall housing expansion. That is all the more likely
to be so if buy-to-let mortgages continue to take a high proportion
of available mortgage money. In the last decade buy-to-let has
grown from 4.3% to 13% of all mortgages®.

1.3 The private rented sector has experienced accelerated relative
growth which could produce a permanent structural change in the
UK housing market. The private rented sector has nearly doubled
in size since the 1980s, to 18% of all households. Private rented
households have for the first time overtaken social rented
households. On current trends it is realistic that looking to 2033
there could be 55%-60% owner occupation and 40-45% rented
housing.

Table 1.3 ONS/DCLG statistics’, then projected for 2021 and 2033

*https://ww.gov.uk/
government/publications/english-
housing-survey-2012-to-2013-
headline-report

2 http://www.ons.gov.uk/ons/rel/
npp/national-population-
projections/2010-based-
projections/stb-2010-based-npp-
principal-and-key-variants.html

3 http:/Avww.cml.org.uk/cml/
publications/marketcommentary/
461

“ http://www.theguardian. com/
money/2013/aug/09/buy-to-let-
house-price-boom-mortgages

5 http://www.ons.gov.uk/ons/rel/
census/2011-census-analysis/a-
century-of-home-ownership-and-
renting-in-england-and-wales/
la-ownership-table.xls

https://www.gov.uk/government/
publications/english-housing-
survey-2012-to-2013-headline-
report



® http://www.ons.gov.uk/ons/rel/
census/2011-census-analysis/a-

century-of-home-ownership-and-

renting-in-england-and-wales/
la-ownership-table.xls

https://www.gov.uk/government/
publications/english-housing-
survey-2012-t0-2013-headline-
report

" http://www.independent.
co.uk/news/uk/politics/back-to-
rising-damp-one-million-rented-
homes-in-private-sector-are-
substandard-9039201.html

8 https://www.cml.org.uk/cml/
filegrab/02-2012-attitudes-to-
home-ownership.pdf?ref=8290

1.4 It is possible that the acceleration in the growth of private
rented housing could be even faster, especially if, as expected,
new housebuilding is fuelled by the creation of new large private
rented portfolios backed by institutional investors (as explained in
Part 2). A similar pace of change to that experienced over the last
decade would see private renting outstripping owner occupiers by
2041.

Table 1.4 ONS/DCLG statistics®, then projected for 2021 to 2041

1.5 The analysis of the future housing trends supports the
demographic requirement for long term stable rented housing.
The quality of that rented accommodation and the experience of
the householder will become more important if, as is predicted,
long term private renting becomes a higher proportion of all
households. With good housing management, private renting can
become a tenure of choice not just a tenure of necessity.

1.6 In order to drive through high standards for the householder,
quality housing management can be provided by housing
associations, ALMOs, and other high quality housing providers
who have strong track records. The expertise of responsible social
and market landlords to manage well is reflected in a number of
consumer studies. By contrast, there has been heightened public
concern in recent months about the quality of some private rented
homes’.

1.7 While quality rented housing is important, permanent renting
is not what people want. In spite of the significant growth in the
private rented sector, there remains a strong desire to own. Over
three-quarters of current private renters want to own their own
home within 10 years®. Of current social tenants, less than half
want to be in social housing in ten years’ time. Private renting as
the long term tenure of choice is less desired than home ownership
or social housing, with a mere 3% of respondents overall aspiring
to private renting as their tenure of choice.



1.8 From time to time it has been suggested that the UK could
become a nation of renters as this becomes a more usual form of
tenure. However, looking at house tenure preference within ten
years, that does not seem to be reflected”’:

Table 1.8 CML/YouGov research

1.9 While the CML/YouGov research looks at aspiration for
home ownership, the Government’s English Housing Survey '
provides evidence on expectation of home ownership. A large
majority of social tenants do not expect to own a home, ever.

A majority of private renters do expect to own a home. Yet if there
is created a large permanent stock of private rented housing then
that expectation may not be realised for future generations.

Table 1.9 English Housing Survey

9 https://www.cml.org.uk/cml/
filegrab/02-2012-attitudes-to-
home-ownership.pdf?ref=8290

0 https://www.gov.uk/
government/publications/english-
housing-survey-2012-to-2013-
headline-report



 http://www.ons.gov.uk/ons/rel/
census/2011-census-analysis/a-

century-of-home-ownership-and-

renting-in-england-and-wales/la-
ownership-table.xls

2 http://www.ons.gov.uk/ons/rel/
census/2011-census-analysis/a-

century-of-home-ownership-and-

renting-in-england-and-wales/la-
ownership-table.xls

*2 http://www.cchpr.landecon.
cam.ac.uk/Downloads/homes%
20for%20the%20future%20a%
20new%?20analysis%
20technical%20report.pdf

1.10 Of those who do expect to buy a home, which is 23% of
social renters and 61% of private renters, in 2013 most renters do
not expect to be able to buy their own home in the next 5 years.

Table 1.10 English Housing Survey

1.11 The rapid growth of the private rented sector has not been
matched by the same growth in the social landlord sector. While a
strong sector, social landlords have been in relative decline.

By 2011 the proportion of social homes to all homes was at its
smallest since 1953""

Table 1.11 Source: ONS statistics™

1.12 This relative decline in social housing looks likely to be a
continuing trend unless social landlords seize the opportunity to
utilise their corporate strength and asset base to accelerate supply.
By 2033 social landlords could comprise around 13% of the total
housing stock. However, the need for social and affordable
housing may be closer to 30%"°.




1.13 Contrary to perception, social housing is big business. Most
social landlords are financially strong. Operating surpluses of the
top 30 housing associations reached nearly one billion pounds last
year'*. The contribution of long term low risk income from social
and affordable rent and higher but more uncertain returns from
rent and buy builds value and resilience into a blended residential
portfolio.

1.14 The challenges set by the Changing Housing Market require
solutions that can contribute to:

=  meeting aspirations to own across all tenures and over time
= adding to housing supply in a way which combines
profitability, stability and affordability

= providing high quality housing management for everyone.

“ http:/www.
insidehousing.co.uk/finance/
housing-association-surpluses-
soar-by-60-per-cent-to-nearly-%
C2%A31-billion/6529611.article



** http://webarchive.
nationalarchives.gov.uk/2012051
4075635/http://www.
tenantservicesauthority.org/
upload/pdf/Global_accounts
_20091016111640.pdf

*® http://webarchive.
nationalarchives.gov.uk/2012051
4075635/http://www.
tenantservicesauthority.org/
upload/pdf/Private_finance
_strategy.pdf

" http://webarchive.
nationalarchives.gov.uk/2012051
4075635/http://www.
tenantservicesauthority.org/
upload/pdf/Quarterly_
survey_HAs_July_09.pdf

%8 https://www.homesand
communities.co.uk/sites/default/
files/our-work/
quarterly_survey_q2_2013-
14_full.pdf

' http://www.homesand
communities.co.uk/sites/default/
files/our-work/qsgq3-2012-13-
full.pdf page 2 (conclusions), Feb
2013

% PRUPIM: http://
www.guardian.co.uk/
business/2013/apr/03/prudential-
invests-generation-rent-100m-
deal

LGIM: http://
www.legalandgeneralgroup.com/
media-centre/press-releases
/2013/legal_general_completes_
first_social_housing_lending_de
al_with_the_hyde_group.html
M&G: http://www.mandg.co.uk/-/
media/Literature/UK/
Institutional%20-%20support%
20and%20knowledge/MG-SPIF-
Aberfeldy.pdf

% Pricoa (Prudential Financial):
http://www.insidehousing.co.uk/
finance/landlord-raids-us-for-

private-funding/6526306.article

M&G: http://www.
insidehousing.co.uk/finance/
genesis-raises-%C2%A360-
million/6526561.article

http://www.insidehousing.
co.uk/finance/housing-
associations-double-bond-
financing/6527297 .article

2 http://www.getreading.co.uk/
news/local-news/1000-homes-
primary-school-community-
6557892

2 http://www.theguardian.com/
business/2014/jan/19/legal-and-
general-build-new-towns

 http://www.telegraph.co.uk/
finance/newsbysector/
banksandfinance/10597339/
Prudentia-plans-1000-new-UK-
homes.html

Part Two

The Changing Housing Finance Markets

2.1 Prior to the credit crunch, housing association capital finance
largely was formed of two parts: capital subsidy through
government grants, and private finance in the shape of very long
term bank debt. In 2008, half of all capital finance for housing
associations had been made by government (£34.4billion) and half
raised from private finance (£34.9 billion)"’.

2.2 In 2008 banks and building societies made more than 85% of
loans to housing associations'®. In 2009 bank lending continued to
make up ‘the vast majority’ of new lending to housing
associations'’. Now, new lending to housing associations by banks
is reduced to around two-thirds'® and is more directed at shorter
term lending of 5-7 years. In 2013, the Housing Regulator
described institutional investment as now replacing traditional
bank lending'® for housing associations.

2.3 There have been positive developments in direct institutional
investment into the residential rented sector during the last year.
A number of recent institutional investment transactions including
Prudential/M&G and Legal & General®’ for private and social
landlords. In addition, there have been a number of private
placements and bond issues”'. The major institutional investors
have recruited teams from the traditional bank lending market to
understand the dynamics and opportunity of the rented markets,
especially that presented by the housing associations.

2.4 The insurer Legal & General has entered the house building
industry more directly, applying for planning permission on 1,000
new homes site in Bracknell*” and declaring their appetite for 5
new towns and around 10,000 new homes?’. Prudential/ M&G have
committed a £300million fund for 1,000 new homes**. Any current
financing approach must be designed to harness direct institutional
investment in financing long term rented housing.



2.5 Work undertaken exploring the potential offered in the rental
markets by both Resolution Foundation and Social Finance** and
Savills*® confirms that there are strong and stable rental returns
which would be available from a rented portfolio. Research
undertaken by the Council of Mortgage Lenders, with the Homes
and Community Agency and National Housing Federation,
explores the potential for higher rents to add value to subsidised
rent businesses”’. The challenge is whether a business model could
be dynamically profiled to support an actual return in the early
years and a market acceptable level of rental returns overall which
would be attractive to investors.
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2.6 The dynamic profiling of the business model requires an
optimum balance of investment and debt. This financially
optimised position is tested and flexed for changes which could
impact, adversely and positively, on the business results. For
example, changes to interest rates, rent levels, property voids,
increases in repairs, tax changes. From this flexing, a Goldilocks
position is formed; the position which is not too hot, in other
words not too risky, and not too cold, in other words not overly

cautious. The Goldilocks position for debt is where there is 2 ttp: . resolution
. . foundation.org/media/media/
sufficient capacity for adverse change, for example lower rent downloads/Building_homes _

for_generation_rent_1.pdf

collection than forecasted. The Goldilocks position for investment = savis.couk
will be different from investor to investor. For some investors, fesearch_artcles/141558/14207
having a cash payment every year is important, for other investors — htps/www.cml.org.ukiemi

. . . . filegrab/1120608-briefing-paper-
building up a stronger investment value which can be sold to state-of-funding.pdf?ref=8288
another investor at key points such as 5, 10, or 15 years is

important.



Part Three

The Million Homes Toolkit

3.1 In order to respond to the challenges and opportunities
presented by the changing world of housing outlined in part 1 and
the changing world of housing finance outlined in part 2, Million
Homes, Million Lives have developed a Million Homes Toolkit.
The Toolkit is based on ‘Three Foundation Principles’.

The Three Foundation Principles are:

One A whole market solution to increase the housing supply of
social rent through to home ownership

Two An investment portfolio demonstrating good long term
returns set at levels to be attractive to long term
institutional investors

Three The provision of subsidised homes equivalent to the
predicted need for affordable homes, without reliance on
government capital subsidy.

3.2 The Million Homes Toolkit makes an assessment of value and
investment in different housing tenures over a period of time
rather than a point in time. Many current approaches look at the
creation of an initial housing portfolio rather than the active
management of the housing portfolio over time to shape housing
and investment needs and aspirations over time. The Million
Homes Toolkit is designed to balance dynamic housing needs and
investment value over time so that housing choices can be made
by organisations to suit and balance their appetite for the type of
housing which could be provided for householders and the type of
investor who could provide finance.

3.3 The Million Homes Toolkit allows development of property
portfolios with different characteristics and to meet different
appetites. The Toolkit is fairly complex. It has been tested on 12
case study sites, in a range of locations across the UK (in the
South East, the Midlands, the South West and the North East). In
order to illustrate a range of options, there are three scenarios
which are set out below.



3.4 The Toolkit allows a range of rents to be set and blended. In
this report references to ‘affordable’ homes are to social and
intermediate homes; ‘social’ homes are ones which are the most
subsidised being set at traditional lower rate guideline rents;
‘intermediate’ homes are ones which are at the higher guideline
rents and which are comparable to the affordable rents
programme; ‘market rent and buy’ homes are ones which are set at
standard levels of rent and which are not subject to structural
subsidy. These homes are intended to be held as long term market
rent and within ownership/ purchase schemes. In all categories,
the rents approach in the Million Homes Toolkit is blended across
a range. The Toolkit does not take the highest rent applicable in
every case, and the Toolkit allows stress testing for market and
regulatory changes in pricing and household affordability.

3.4.1 Base Case 1

Base Case 1 illustrates the approach of an organisation that wishes
to provide and retain a maximum amount of affordable housing,
including a substantial number of social homes. For the
organisation, a market rent and buy portfolio represents a
commercial transaction to fund the affordable housing purpose.
This is similar to the approach adopted by many developer
housing associations who build and sell properties in order to fund
their social and affordable housing provision.

In Base Case 1, the plan is to sell market rent and buy stock over
time into owner occupation and retain the intermediate and social
homes for the long term. The following pie charts illustrate how
the tenure mix evolves over time:

Base Case 1
Initial Portfolio



Base Case 1
Mature Portfolio
20 Years

Base Case 1
Mature Portfolio
40 Years

Base Case 1
Mature Portfolio
30 Years



3.4.2 Under the approach outlined in Base Case 1 from an initial
build and purchase of 20,000 homes, 10,000 homes can be
retained as social and intermediate homes in perpetuity and fully
funded without grant. 10,000 homes are market rent and buy
properties which are sold through a sales programme into owner-
occupation over a period over a period of 45-50 years.

Base Case 1
Intended Mature
Portfolio

Year 52

3.5 Base Case 2

3.5.1 Base Case 2 illustrates the approach of an organisation
which wishes to build a higher number of social homes than that
provided in Base Case 1, fewer intermediate rent homes and to
provide a broader longer term mix across tenure types. This might
be an approach best suited to a newer housing organisation
wishing to let a blended range of tenure types.

3.5.2 In Base Case 2, the balance of the portfolio of homes at the
outset is biased towards market rent and buy stock. Market rent
and buy is about two-thirds of the portfolio, while affordable is
one-third. Over time, the balance is reversed, two-thirds of
housing is affordable; intermediate housing is the dominant tenure
and 21% of the portfolio is social housing. The following pie
charts illustrate how the tenure mix evolves over time:



Base Case 2
Initial Portfolio

Base Case 2
Mature Portfolio
30 Years

Base Case 2
Mature Portfolio
20 Years



Base Case 2
Mature Portfolio
40 years

3.6 Base Case 3

3.6.1 Base Case 3 illustrates the approach of an organisation
which wishes to provide long term rented housing, with little
reliance on planned sales to owner-occupiers but which allows
voluntary sales and alternative shared/co-operative or gradual
ownership structures. In Base Case 3, the focus is one of market
rent and buy and intermediate homes held for the long term.
Within the intermediate rent levels, there is a greater blend of
different rates of affordability across the spectrum from highly
subsidised to less subsidised rents than the previous Base Cases.
There are fewer properties held specifically on traditional social
rent. This might be an approach suited to an organisation looking
to provide additional housing to meet the immediate needs for
high quality rent and the medium term aspiration to buy of the
so-called ‘squeezed middle’.

The following pie charts illustrate how the tenure mix evolves
over time:



Base Case 3
Initial Portfolio

Base Case 3
Mature Portfolio
30 Years

Base Case 3
Mature Portfolio
20 Years



Base Case 3
Mature Portfolio
40 years

3.7 Comparing the Base Case Housing Outcomes
over time

3.7.1 The initial housing tenure mix produced by each of the Base
Cases is as follows:

3.7.2 As each portfolio matures, the final housing tenure mix of
each Base Case is as follow:




3.7.3 Each of the 3 Base Cases is intended to finance additional
housing supply and to be capable of scaling up beyond the example
portfolio. Base Cases 1 and 2 are weighted to more social housing
than Base Case 3. Base Cases 1 and 2 provide a larger amount of
planned sales to owner occupation than Base Case 3. Base Case 3
provides the largest amount of property available as market rent and
buy which voluntarily can be taken into owner occupation over time.
Base Case 3 is the most suitable of the Base Cases for the application
of gradual rent and buy, leasehold, co-operative ownership and
similar shared ownership structures which encourage long term
occupation and shared financial interests over time.

3.8 Relative attractiveness of the investor proposition

3.8.1 As well as producing different tenure outcomes. The 3 Base
Cases produce different investor outcomes This graph looks at the
modelled relative investor actual returns (i.e. ignoring increases
due to general inflation):

5% threshold




3.8.2 The example return profiles could appeal to different
investor groups who are looking for different time, risk and yield.
Base Case 1 may require investors to hold their investment for a
longer period than Base Cases 2 and 3 in order to make an
acceptable return. Base Case 2 shows the steadiest potential
performance for the broadest range of investors provided that the
sales profile into owner occupation is met. Support structures for
owner occupation, such as mortgage guarantee and Help to Buy
style schemes, could mitigate sales risk from Base Cases 1 and 2
in relation to the higher sales rates into owner occupation which is
modelled in these examples. Base Case 3 offers the most potential
additional investment upside. This would be where owner
occupation sales from the market rent and buy over time,
gradually or outright, are higher than those modelled for this

Base Case example.

Summary and Conclusion

This Toolkit for investing in and operating a range of residential
housing is built on Three Foundation Principles:

One A whole market solution to increase the housing supply of
social rent through to home ownership

Two An investment portfolio demonstrating good long term
returns set at levels to be attractive to long term
institutional investors

Three The provision of subsidised homes equivalent to the
predicted need for affordable homes, without reliance on
government capital subsidy.

We can finance and build homes to meet the housing needs and
aspirations of the next generation.

Our challenge to you in 2014 - can you help to make
it happen?



Postscript

Housing Investment and Grant

While the Million Homes Toolkit was being developed, the
question about how the housing investment approach of the
Toolkit compared to traditional grant funded schemes was raised
on a number of occasions. Accordingly, comparative returns
analysis was undertaken.

Traditional housing grant performs poorly compared to housing
investment. The impact was an equivalent of 5% to 15% real (i.e.
ignoring increases due to general inflation) return foregone by the
Exchequer. In cash terms, put simply, that would mean that a
£20million investment generating a 5% real return would pay back
real cash of £247million over 80 years.




The comparative returns analysis between housing investment and
grant has not been central to the work for this report. However, it
does raise areas which may benefit from further analysis as the
residential rented investment market develops.
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Million Homes, Million Lives
Our work programme for 2014

Million Homes, Million Lives work during 2014 includes women in
work, older people’s housing and the impact of public services on
unlocking opportunity and social mobility. Do get in touch if you
would like to get involved.

Nation Rent

This project sets out foundation principles for a sustainable long
term investment model for rented housing and home ownership to
underpin a substantial house building programme.

Publication: March 2014
Authors: natalie.elphicke@millionhomes.org
calum.mercer@millionhomes.org

Women and Work

This project looks at the real experiences of women juggling work
and home life. What lessons does the modern world of work have
for policy makers?

Project Contact:  tania.woodall@millionhomes.org
Project Timing:  June 2013 - March 2014

Housing Generation iPad

When I’m 64, how will the iPad generation want to live?

This project looks at the opportunity presented to design homes
and live differently for needs of the ipad generation, those in their
50s and 60s now who cherish independence, choice, technology
and comfort. What could the future hold?

Project Contact:  calum.mercer@millionhomes.org
Project Timing:  February 2014 - June 2014

Finding JJ

This is a project about the life of JJ, a young boy in social
housing. It consider the role of state in supporting JJ through his
life, the interaction between JJ and various public services and the
role of the state in improving opportunity and life changes. We
look at social investment and what could be done to improve
outcomes for the life and opportunities of JJ and his friends.

Project Contact:  natalie.elphicke@millionhomes.org
Project Timing:  February 2014 - December 2014



Nation Rent

Is this the end of our
property owning
democracy?

Will Generation Rent
give way to Nation
Rent?

It doesn’t have to be this way.

This is a report designed to engage with
and encourage all those who don’t want
Generation Rent to become Nation Rent.

A call to arms to all in housing
businesses, investors and developers
who want to build a long term housing
market which everyone can be a part of.

For the first time, report authors

Natalie Elphicke and Calum Mercer
showcase a Toolkit for investing in and
operating a range of residential housing
which is built on Three Foundation
Principles:

One A whole market solution to
increase the housing supply
of social rent through to home
ownership

Two An investment portfolio
demonstrating good long term
returns set at levels to be
attractive to long term
institutional investors

Three The provision of subsidised
homes equivalent to the
predicted need for affordable
homes, without reliance on
government capital subsidy.

www.millionhomes.org
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The clipped wing generation

Adults living at home — Where and why?

Summary

Shelter commissioned exclusive tables from the Census 2011 and a YouGov survey of adults
living at home with their parents. This was to better understand:

o The exact locations where adults living at home with their parents is most common
¢ The main reasons that lie behind families living in this way

This adds rich detail to the national and regional statistics on adults living at home with their
parents that are already published by the ONS. In common with the ONS, the new analysis
focuses on people aged 20 — 34 years old, and this report particularly focuses on working
people living in this way. This new research has revealed:

e The lack of affordable housing' is by far the main reason that people aged 20 — 34 and
in work give for living at home with their parents. Among this group 67% said housing
affordability was a factor in their living arrangements, and nearly half (48%) said it was
the one main factor. Less than three in ten working adults aged 20-34 and living at
home with their parents say they want to live with them (27%) — meaning that for 73%,
it is in no way a desired choice.

e Over half of working adults aged 20 — 34 who live at home with their parents (52%) are
worried that this is holding them back from having an independent life.

e The majority (75%) of young adults living at home with their parents were working. Of
the 2.62 million people aged 20 - 34 that were living at home with their parents at the
time of the 2011 Census, nearly 2 million (1.97 million) of these were working.

e There is very little difference in the breakdown of working between the living at home
and living independently populations.

o There are concentrations of local authority areas with high proportions of adults living
at home in East Essex, West Essex/ Hertfordshire, Merseyside/ Lancashire and the
West Midlands. In these hotspots, 4 in 10 or more working people aged 20-34 were
living at home with their parents. Many of these areas are on or near established
commuter routes, but some, such as the top hotspot in East Essex, are a considerable
distance from the nearest major city.

¢ Although we know from the YouGov survey that the availability and affordability of
housing is the main reason lying behind why many adults are living at home in their
20s and 30s, the local areas where this is most common do not appear to be correlated
to low wages or high rents. The closest relationship found is that areas with high
proportions of working adults living at home also have high proportions of people in the
right age range to have children aged 20 — 34. Young adults priced out of our major
cities appear, simply, to be concentrated in the areas where their parents live.

"When asked ‘Which, if any, of the following are/were reasons why you live/lived with your parent(s)/
grandparent(s) at their home in the last 12 months? (Please tick all that apply)’, answered: Rent too
expensive or saving for mortgage deposit or waiting for a council house’
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The clipped wing generation

Map

An interactive version of this map can be viewed on our website.
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The clipped wing generation

Background

The topic of adults living in the parental home into their 20s and 30s has gained particular
currency since the latest publication of the ONS figures on this in January 2014. This showed
a significant upward trend in the numbers of people with these living arrangements in the UK,
with a record number in 2013. The annual ONS report is extremely revealing, but has
limitations. It does not report below the regional level, and is subject to a margin of error and

limitations on how it can be broken down, because it is based on sample surveys.

Additionally, little is known for certain about the reasons why so many young adults are living
in this way. There is debate over the extent to which the cost of housing, personal choice or
other factors are responsible.

What does this research tell us that is new?
For the first time, the Census figures give a definitive set of national, regional and local figures
on adults living at home with their parents, which are not subject to sampling error.

Other new details include splitting non-working students out from others not working and data
on the types of professions adults living at home are working in.

The Census figures do not reveal anything about the reasons why people are living in this way
and the YouGov survey was commissioned to understand this better. The survey data reveals
in detail the reasons why adults live at home with their parents and examines some of the
impacts this has on the whole family.

Methodology

Census

Shelter commissioned the ONS to generate bespoke tables showing a detailed breakdown of
adults living at home with their parents by age, working status and local authority area and
complimentary tables showing the whole population with the same breakdowns in order to
calculate the percentage results based on the Census in this report. All Census data is Crown
Copyright. The full tables are publicly available on the ONS website?.

The Census tables are based on non-dependent children — these are people living in the
family home with their parents and/or grandparents® who are aged 18 or over, or are aged 16-
17 but are not in full-time education. If a person moves into their parent’'s home to care for

2 http://www.ons.gov.uk/ons/about-ons/business-transparency/freedom-of-information/what-can-i-
request/published-ad-hoc-data/index.html

3 For simplicitly we refer to ‘living at home with parents’ throughout this report, but grandparents are
always included in this definition.
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The clipped wing generation

them this would be included, but if a parent moves into a home their child owns or rents to be
cared for this would not count. This is the standard ONS definition of an ‘adult living at home’
and is the same base definition that is used in ONS figures on this topic. In common with the
ONS, the report focuses on the 20-34 age group, primarily to aid consistent comparison with
the wider population?, but also because our survey results suggests the reasons why those
over 35 live at home with their parents are somewhat different. In this report, we particularly
focus on people who are working and living at home with their parents. This report focuses on
data for England, but full data for Wales is available via the ONS website.

Survey

Shelter commissioned YouGov to carry out a survey of 1,255 adults (18+) who were currently
living at home with their parents, or had been in the last twelve months. 1,036 of these were
aged 20 or above, and 250 were aged 20-34, working and currently living at home with their
parents. Parents who have themselves had an adult child living with them in the last two years
were surveyed separately (760). Fieldwork was undertaken between 20th and 24th June 2014.
Total sample size was 9,370 adults. The figures were weighted to be representative of all UK
adults (aged 18+). The survey was carried out online.

Sample sizes are quoted on tables and charts throughout this report.

Limitations

This research focused only on those adults who are able to live at home with their parents.
However, it is very important to consider that not all people have an equal — or even any —
opportunity to be an adult living at home. Many people living in England do not have living
parents (particularly further up the age range), or their parents may be living outside the UK. If
a person’s parents are living in the UK, factors such as the size of their home and its location
will influence the feasibility of a person living in their home.

4 This is because of the demographic differences between different local areas, particularly differences
in the age profile of the 20+ population. If we use all people 20 and above to compare, areas with higher
populations aged in their 70s and older will likely appear to have a smaller %s of adults living at home —
at the top of the age range people are very unlikely to have parents alive, but also their own children will
be in the older age groups where living at home is rarer. Additionally the 20+ population includes retired
people and is not useful for comparisons of the working population.
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The clipped wing generation

How many adults are living at home and where are they concentrated?
This section presents a summary of the new Census data. It begins with national and regional
breakdowns, and ends with an examination of the local hotspots. Table 1 below shows the
total number of people aged 20 and over, and the number of people aged 20-34 who were
living at home with their parents at the time of the 2011 Census. It also shows the proportions
of these groups made up by adults living at home. The final two columns are from the existing
ONS figures, for the closest matching time period available.

Table 1: National and regional figures on people living at home with their parents, and
comparison with existing ONS figures

% of: 20- Existing

Numb Numb 34 ONS Existing
umber: umber: ear
% of: 20+ Y : ONS % of:
Adults Adults old figures:
" Adults o 20-34 year
living living adults Adults
. that are . o . old adults
with L. with that are living with
t(s) living arent(s) livin arent(s) that are
aren -
5 with P e b living with
— aged t(s) — aged with aged 20- t(s)
arent(s arent(s),
20+ S 20-34 [1] parent(s) 34, UK, o
2010-12 [2]
[1] 2010-12 [2]
England 3,254,220 8% 2,621,606 24% 2,508,000 N/A
UK (Existing ONS figures) 3,020,000 24%
North East 165,609 8% 131,602 26% 131,000 25%
North West 472,779 9% 379,157 27% 369,000 26%
Yorkshire & the Humber 301,914 8% 242,463 23% 238,000 22%
East Midlands 257,094 7% 206,194 24% 188,000 22%
West Midlands 380,214 9% 303,581 28% 289,000 28%
East of England 344,031 8% 278,854 26% 263,000 25%
London 580,019 9% 479,095 21% 440,000 20%
South East 481,261 7% 389,167 24% 382,000 25%
South West 271,299 7% 211,493 23% 208,000 23%
Wales 201,550 9% 158,041 28% 135,000 24%
Sources: [1] Calculated from tables commissioned by Shelter from the ONS. Census 2011, Crown Copyright [2] ONS report,
January 2014. Note ONS figures in top right columns relate to UK. 2010-12 figures taken to offer comparison with 2011
census
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The clipped wing generation

Table 1 above shows us that:

¢ In total there were 3.25 million people aged 20 or older living as adults in the family
home in England.

e 2.62 million were aged 20-34. This is the ONS definition of an adult living at home, and
is the basis of their annual reports.

¢ When compared like-for-like, the new Census figures are very close to the sample
survey based figures previously published by ONS, at both national and regional
levels. This suggests that we can be confident in the accuracy of the previously
published data, and also suggests that the new data is based on the same definitions
as that already published by ONS, and can be reliably broken down further.

e When this group is defined as aged 20-34, London has the lowest percentage of adults
living at home (21%). This is in common with the annual ONS findings. However, when
all adults aged 20 or above are included, London has the highest percentage of adults
living at home, at 9.4%. This is driven by a relatively high number of people (100,000)
aged over 35 in London who live with their parents.

Understanding the size of the working population that are living at home with their parents, and
whether there are differences in the breakdown of working and not working between those
living at home and independently is also important. Tables 2, 3 and 4 examine working people
living at home with their parents in more detail.
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Table 2: National and regional figures on working people living at home with their parents

% of % of
Numb th° Number: % of % of ; " % of adults
umber: ose adults
Adults adults adults o . living with
Adults aged 20+ o - living with
. living 20-34 living parent(s) or
living and . . parent(s)
. ! with and with grandparent(s)
with working ! aged 20-34
parent(s) working parent(s) aged 20-34
parent(s) who are who are
d dult — aged who are  aged 20- ot who are
— age adults
< o 20-34 living 34 who : students who
20+ and living . working
! . and with are ' are not
working with ' ! (excluding ,
working  parent(s) working working
parent(s) students)
England 2,393,403 10% 1,967,987 25% 75% 17% 8%
North East 117,765 11% 96,682 28% 73% 20% 7%
North
° 342,555 11% 282,866 28% 75% 18% 8%
West
Yorkshire
& the 217,374 9% 178,975 24% 74% 19% 7%
Humber
East
. 191,931 9% 157,856 25% 77% 17% 7%
Midlands
West
i 275,048 11% 223,680 29% 74% 18% 8%
Midlands
East 267,654 10% 222,101 27% 80% 14% 6%
London 392,907 10% 325,094 20% 68% 18% 14%
South
ou 376,341 9% 310,713 25% 80% 14% 6%
East
South
ou 211,828 9% 170,020 23% 80% 15% 5%
West
Wales 145,504 1% 117,908 29% 75% 19% 7%
Source: Calculated from tables commissioned by Shelter from the ONS. Census 2011, Crown Copyright.

Table 2 above shows that:

e 2.4 million people aged 20 or above are working and living at home with their parents.
This is 10% of all working people aged 20 and over.

o Just under two million adults (1.97 million) aged 20 — 34 are working and living at home
with their parents. This is 25% of all working people aged 20 — 34 in England.

e Three-quarters (75%) of adults aged 20 - 34 and living at home with their parents are in
work, 17% are unemployed or inactive (but not students), and 8% are full-time students
who are not working.
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The clipped wing generation

e Adults living at home who are in work is most common in the South East and South
West regions, and least common in London, where a higher percentage of adults living
at home are unemployed or inactive.

The question of whether adults living at home are more or less likely to be working than those
living independently is also important to consider.

Table 3: 20-34 year olds - Comparison of working status between those living at home with
parents and those living independently

% % unemployed or % unemployed or
ST econom.ically inactive = economically inactive
(excluding students) and a student
Aged 20-34, living independently 73% 18% 9%
Aged 20-34, living at home with parents 75% 17% 8%

Source: Shelter commissioned table, ONS, Census 2011, Crown Copyright.

These figures lend themselves to the conclusion that there is very little difference in the
working profile of those living independently compared to those living at home with their
parents.

When considering this finding, we must remember that the opportunity to live at home with
your parents is not open to all — many people do not have living parents, or their parents live
outside England. Previous Shelter surveys has suggested that people that are in lower social
grade groups or unemployed are less likely to have the option of moving back in with their
parents available to them.

The new Census data also included a breakdown of the types of work adults living at home
were employed in.
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Table 4: Working adults living at home with parents — types of job/ profession using Standard

Occupational Classification®

% of people

% of people

Number of aged 20 + Number of  working in
adults and working adults these
living with in these living with  professions
parents, professions parents, aged 20-34
20+, by that are 20-34, by that are
profession adults living profession adults living
(SOC) at home (SOC) at home
with parents with parents
All in work 2,393,403 10% 1,967,987 25%
Managers, directors and senior officials 134,189 5% 103,300 17%
Professional occupations 246,843 6% 202,218 14%
Associa!e professional and technical 307,782 10% 263,048 21%
occupations
Administrative and secretarial occupations 292,097 10% 237,978 28%
Skilled trades occupations 324,110 12% 255,513 31%
Caring, leisure and other service occupations 228,267 10% 201,128 26%
Sales and customer service occupations 353,183 19% 321,272 38%
Process, plant and machine operatives 352,388 16% 225,520 29%
Elementary occupations 344,592 14% 275,400 30%

more detail on SOC classification.

Source: Shelter commissioned table, ONS, Census 2011, Crown Copyright. Based on SOC classifications, see below for

Table 4 above provides a breakdown of the types of work adults living at home with their
parents are doing, and shows what proportion of workers in each job type are living at home. It

shows that living at home with your parents is more common among lower graded jobs, and
less common in professional and managerial jobs, which tend to be much higher paid, and is

what would be expected. Nevertheless, around one in seven 20-34 year olds in a managerial
or professional occupation is living at home with their parents.

The rest of this section details the local level findings, which are the key new aspect of this
report. The local results are mapped on the Shelter website. All rankings are based on the
working 20-34 year old working population, to iron out skewing by the demographics of the
comparison population, as mentioned previously.

5 The job types use SOC, the ONS method of classifying different types of work, more details here
http://www.ons.gov.uk/ons/guide-method/classifications/current-standard-

classifications/soc2010/index.html
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The clipped wing generation

Hotspots of adult children living at home are spread all over England, and include a range of
types of areas, although some interesting concentrations include:

o East Essex
e Merseyside and Lancashire
o West Midlands

The hotspots are very similar regardless of whether we analyse by all adults living at home
(see table 5), or just those working (see table 6).
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Table 5: number and %s of 20+ and 20-34 year olds that are living at home with parents — top 20
local authority areas in England ranked by % of 20-34 year olds living at home

Number of % of people Number of % people
people aged aged 20+ people aged aged 20-34
Reaion/ localit 20+ who are who are 20-34 who who are
i i
s J living at living at are living at living at
home with home with home with home with
parents parents parents parents
1 Castle Point Be“ﬂeg;’s gf”"ey’ 7,001 10.3% 5785 44.2%
South
2 > _ West Midlands 8,132 9.5% 6,569 41.6%
Staffordshire
3 Rochford East Essex 6,196 9.6% 5,009 41.5%
4 Sefton Bootle, Southport 23,093 10.8% 18,337 41.4%
M id dj.
5  Knowsley ers&zzoi; =l 14,250 13.1% 11,224 41.2%
6  EastDorset SVC\)ILiJ:b\c,)\f'izt, 5,082 7.3% 4,019 40.8%
7 Maldon East Essex 3,978 8.3% 3,292 40.2%
h East,
8 | South Bucks South East 4,627 9.0% 3,913 39.2%
Beaconsfield
Oadby and
9 Wigst{:n Leicester suburb 4,537 10.8% 3,649 38.6%
NE London,
10  Havering Ron‘::or‘;" 20,598 11.4% 16,997 38.5%
11 | Solihull West Midlands 15,137 9.6% 12,273 37.5%
12 | Epping Forest West Essex 9,432 9.8% 7,736 37.2%
Bucks, Al h
13 Chiltern ”acnj’ Chzzrer?m 5,358 7.7% 4,379 37.1%
14 | Ribble Valley Lancs, Clitheroe 3,396 7.8% 2,741 36.7%
15 | Bexley SE London 19,024 11.1% 15,839 36.5%
16 | Broxbourne Hertfordshire 7,620 10.9% 6,330 36.4%
17 | Bromsgrove West Midlands 5,981 8.2% 4,859 36.3%
North
18 W:mlvickshire West Midlands 4,424 9.2% 3,508 36.3%
Staffordshire
19 Moorlandsl North Staffs 6,400 8.4% 4,999 36.2%
20 | Wirral Merseyside 24,130 9.9% 19,128 36.0%
Source: Shelter commissioned table, ONS, Census 2011, Crown Copyright.
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Table 6: Number of working 20+ and number and % of working 20-34 year olds that are living at
home with their parents — top 20 local authority areas in England

© o0 N o a A~ WO DN =

e N I I U e W e G R = S = N
© o0 N o g A~ W N = O

20

Castle Point
Rochford

South Staffordshire
Knowsley

Sefton

East Dorset

Maldon

Havering

Oadby and Wigston
South Bucks
Solihull

Bexley

Epping Forest
West Lancashire
Tendring
Broxbourne

Ribble Valley
Bromsgrove
Chiltern

North Warwickshire

Number of people

20+ working and
living at home

5,670
5,080
6,436
9,679
16,797
4,159
3,240
15,997
3,368
3,685
11,701
14,457
7,407
5,960
5,989
6,013
2,831

4,659
4,203
3,510

Number of working
people aged 20-34
who are living at
home with parents

4,756
4,253
5,291
7,990
13,779
3,384
2,738
13,436
2,728
3,147
9,667
12,252
6,177
4,858
4,801
5,072
2,339
3,862
3,477
2,860

Source: Shelter commissioned table, ONS, Census 2011, Crown Copyright.

% working
people aged 20-
34 who are
living at home
with parents

45.1%
42.3%
41.9%
41.7%
41.4%
41.3%
41.1%
39.2%
38.6%
38.3%
38.0%
37.4%
37.3%
37.0%
36.8%
36.7%
36.7%
36.5%
36.4%
36.0%

Further analysis is required to fully understand any correlations between high rates of adults
living at home with their parents and other socio-economic factors. Areas with highest
concentrations appear mixed in terms of affluence — areas such as Castle Point (Essex), and
Knowlsley are among the most deprived in the country, but the top 20 also includes areas
such as East Dorset and South Bucks which are more affluent areas.

Table 7 below shows the results of a preliminary test of factors which could potentially be
related to particular areas having a high rate of adults living at home. Local Authorities were
first split into quartiles according to the commonality of working adults living at home. The table
shows the median ranking of areas in each quartile for adults living at home by the four factors

DOWNLOADED FROM THE SHELTER WEBSITE www.shelter.org.uk
© 2014 Shelter

14



The clipped wing generation

tested — wages, rents, the proportion of 45-64 year olds in the local population, and index of
multiple deprivation ranking.

Table 7: Adults living at home, wages, rents, % of population aged 45-64, and IMD ranking

Local Authority Areas Median Median ranking: Median ranking: Median
in Quartiles: Adults : : 2 % 45-64 year ranking: Index
. ranking: Median 1 . of Multiple
aged 20-34 working and . olds in total s
. . Median wage  bedroom flat rent ) Deprivation
living at home population rank (2010)
Quartile 1 (highest rates) 153 153 89 200
Q2 177 199 102 166
Q3 178 196 154 154
Q4 (lowest rates) 136 93 272 118

Sources: Shelter commissioned table, ONS, Census 2011, Crown Copyright. Wages: ASHE survey, ONS, 2013. Rents: VOA,
2014. 45-64 year olds: Census 2011, Crown Copyright. IMD: DCLG, 2010. Figures in the table are the median rankings of the
Local Authorities in each adults living at home quartile.

Table 7 above shows that of the factors we examined, the hotspots appear most influenced by
the commonality of people of the right age to have children aged 20-34 — areas where more
people have the opportunity and possibility of living with their parents. Areas with high rates of
adults living with parents are likely to also have high proportions of people in this 45-64
demographic. Our preliminary test, above, suggested no clear link with wages or rents and
only a potentially weak link with IMD ranking. However, further analysis is needed to
understand the full range of factors associated with some areas having more adults living at
home.

The following tables show the local areas within each region of England that have the highest
rates of working adults aged 20-34 living at home with their parents.

DOWNLOADED FROM THE SHELTER WEBSITE www.shelter.org.uk
© 2014 Shelter 15



The clipped wing generation

Table 8: Focus on North England

Number of % of
% of people . . % of adults
people working .
o 20-34 that living at
Rank Rank living at . people 20-
. live at home home that
(nat.) (reg.) home with . 34 that are .
with L. . are working
parents, living with
parents (20+)
aged 20+ parents

North East
39 1 South Tyneside 11,168 33% 33% 70%
63 2 Sunderland 21,034 32% 33% 70%
68 3 Redcar & Cleveland UA 9,010 32% 32% 69%
85 4 Northumberland UA 18,511 30% 31% 74%
132 5 Hartlepool UA 5,831 29% 29% 66%

North West
4 1 Sefton 23,093 41% 41% 73%
5 2 Knowsley 14,250 41% 42% 67%
14 3 Ribble Valley 3,396 37% 37% 83%
20 4 Wirral 24,130 36% 36% 71%
24 5 Wyre 6,763 35% 35% 77%
26 6 West Lancashire 7,867 35% 37% 76%
37 7 St. Helens 13,367 34% 34% 72%
40 8 Stockport 19,563 33% 32% 75%
41 9 Halton UA 9,589 33% 33% 73%
65 10 South Ribble 7,245 32% 31% 80%

Yorkshire & Humber
43 1 Ryedale 2,745 33% 32% 81%
60 2 Craven 2,874 32% 32% 82%
77 3 East Riding of Yorkshire UA 18,262 31% 31% 76%
97 4 Rotherham 16,712 30% 30% 72%
101 5 Selby 4,819 30% 29% 80%
118 6 Hambleton 4,668 29% 29% 82%
168 7 Scarborough 5,760 27% 28% 74%
Source: Shelter commissioned table, ONS, Census 2011, Crown Copyright.
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Table 9: Focus on Midlands

Number of % of people % of people % of adults
people living 20-34 that working 20- living at

at home with live at home 34 that are home that
parents, aged with living with are working
20+ parents parents (20+)

East Midlands

9 1 Oadby and Wigston 4,537 39% 39% 74%
25 2 Derbyshire Dales 3,865 35% 35% 81%
33 3 North East Derbyshire 6,323 34% 34% 76%
38 4 Harborough 4,647 33% 32% 79%
51 5 Blaby 5,958 32% 31% 79%
55 6 South Northamptonshire 4,520 32% 31% 82%
73 7 High Peak 5,440 31% 31% 76%
98 8 Amber Valley 7,242 30% 30% 7%
104 9 Gedling 6,972 30% 28% 75%
109 10 North West Leic. 5,593 29% 29% 76%

West Midlands

2 1 South Staffordshire 8,132 42% 42% 79%
11 2 Solihull 15,137 38% 38% 77%
17 3 Bromsgrove 5,981 36% 37% 78%
18 4 North Warwickshire 4,424 36% 36% 79%
19 5 Staffordshire Moorlands 6,400 36% 36% 78%
34 6 Malvern Hills 3,998 34% 35% 78%
35 7 Lichfield 6,587 34% 34% 77%
45 8 Dudley 22,904 33% 33% 74%
49 9 Wychavon 6,736 32% 32% 78%
64 10 Walsall 20,675 32% 34% 70%

Source: Shelter commissioned table, ONS, Census 2011, Crown Copyright.
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Table 10: Focus on London and South West

Number of people % of people % of working % of adults

living at home 20-34 that adults 20-34 living at home
with parents, live at home that are living that are
aged 20+ with parents with parents  working (20+)
London
10 1 Havering 20,598 39% 39% 78%
15 2 Bexley 19,024 37% 37% 76%
27 3 Harrow 22,849 35% 34% 71%
47 4 Redbridge 25,090 32% 32% 68%
50 5 Enfield 27,360 32% 33% 69%
61 6 Bromley 21,344 32% 31% 75%
99 7 Croydon 28,499 30% 29% 71%
111 8 Sutton 13,584 29% 29% 77%
131 9 Hillingdon 21,948 29% 31% 76%
183 10 Brent 28,955 27% 25% 67%
South West

6 1 East Dorset 5,082 41% 41% 82%
29 2 Christchurch 2,764 35% 34% 77%
31 3 Purbeck 2,705 34% 34% 79%
52 4 Forest of Dean 4,819 32% 33% 78%
7 5 South Hams 4,096 31% 30% 77%
81 6 West Dorset 4,780 31% 31% 81%
83 7 Stroud 6,130 31% 30% 80%
95 8 Torridge 3,372 30% 31% 79%
102 9 West Devon 2,721 30% 30% 77%
105 10 Teignbridge 6,415 30% 30% 79%
Source: Shelter commissioned table, ONS, Census 2011, Crown Copyright.
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Table 11: Focus on South East and East of England

% of working % of adults

Number of people % of people

Rank Rank living athome  20-34that  2ouit520-34  living at
(Nat) (reg) with parents, aged live at home _tr_‘at arfe fome th.at
20+ - living with are working
parents (20+)
South East
8 1 South Bucks 4,627 39% 38% 80%
13 2 Chiltern 5,358 37% 36% 78%
23 3 Sevenoaks 7,303 35% 36% 81%
28 4 Wealden 8,190 35% 35% 79%
30 5 Tandridge 5,184 34% 34% 79%
36 6 Rother 4,603 34% 34% 73%
44 7 Mole Valley 4,765 33% 32% 80%
46 8 Epsom and Ewell 5,059 33% 32% 80%
48 9 New Forest 9,821 32% 33% 80%
53 10 Fareham 6,636 32% 32% 80%
54 1 Lewes 5,581 32% 33% 77%
56 12 Havant 7,713 32% 33% 79%
57 13 East Hampshire 6,319 32% 32% 81%
59 14 Spelthorne 6,999 32% 32% 82%
62 15 Surrey Heath 5,317 32% 32% 82%
East of England
1 1 Castle Point 7,091 44% 45% 80%
3 2 Rochford 6,196 42% 42% 82%
7 3 Maldon 3,978 40% 41% 81%
12 4 Epping Forest 9,432 37% 37% 78%
16 5 Broxbourne 7,620 36% 37% 79%
21 6 Three Rivers 6,175 36% 35% 78%
22 7 Brentwood 5,114 36% 35% 80%
32 8 Tendring 8,057 34% 37% 74%
42 9 Hertsmere 7,195 33% 34% 77%
58 10 Uttlesford 4,511 32% 31% 81%
79 1 Suffolk Coastal 6,198 31% 31% 79%
80 12 Babergh 4,666 31% 31% 80%
Source: Shelter commissioned table, ONS, Census 2011, Crown Copyright.
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Why are adults living at home?

This section outlines the findings of a YouGov survey of 1,255 adults (18+) who were currently
living at home with their parents, or had been in the last twelve months. The results below are
based on sub-groups of this sample, for example 250 working adults currently living at home
with their parents and aged 20-34. See individual tables for the relevant base sizes.

The first two tables examine results for people working and currently living at home with their
parents, Table 12 shows all factors mentioned, Table 13, shows the one main factor.

Table 12: Reasons for living at home with parents — working adults aged 20 and over, and aged
20-34

Aged 20 and  20-34 years
over, working old, working

Adults currently living at home and working

Rent is/was too expensive for me 45%, 47%
| want/wanted to save up for a mortgage deposit 32% 35%
| want/wanted to live with my parents 25% 27%
| am/was studying 17% 20%
| am/was unemployed 15% 16%
| need/needed to save money to pay off debts 15% 15%
It is/was to look after my parent(s)/grandparent(s) 8% 5%
| am/was waiting for social housing/a council house 1% 1%
Other 13% 10%

Reasons associated with affordability/availability of housing (Net: Rent too

64% 67%
expensive/saving for mortgage deposit/waiting for a council house) ° °

Base: 323 people aged 20 or above, currently living at home with their parent (s) or grandparent (s), and in work. 250 aged
20-34.
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Table 13: And which ONE of the following would you say is/was the MAIN reason? Based on
those working and currently living at home with parents.

Aged 20 and  20-34 years
over, working old, working

Adults currently living at home and working

Rent is/was too expensive for me 26% 27%
| want/wanted to save up for a mortgage deposit 20% 20%
| want/wanted to live with my parents 14% 15%
| am/was studying 10% 12%
| am/was unemployed 7% 7%
| need/needed to save money to pay off debts 6% 6%
It is/was to look after my parent(s)/ grandparent(s) 5% 3%
| am/was waiting for social housing/ a council house 1% 1%
Other 10% 6%

Reasons associated with affordability/availability of housing (Net: Rent too

47% 48%
expensive/saving for mortgage deposit/waiting for a council house) ° ?

Base: 323 people aged 20 or above, currently living at home with their parent(s) or grandparent(s), and in work. 250 aged
20-34.

If the results are based on all young adults living at home with their parents, not just those
working, the affordability of housing remains the most commonly cited reason (51% of 20-34
year olds said expensive rents, saving for a deposit or waiting for a council house was a factor
in them living at home, 35% said it was the one main factor).

Tables 12 and 13 show that although a number of other factors — studying, being unemployed
and an element of personal choice — are important in understanding why so many people live
at home with their parents, the affordability and availability of housing is by far the biggest
factor lying behind why so many adults are living at home with their parents.

The reasons why people aged 35 and over live at home do appear to be somewhat different
(not shown in tables) — affordability and access to housing was still the most commonly cited
option listed (21%), but a higher number of people aged 35 and above and living at home with
their parents (31%) said ‘other’. As would be expected, studying is a lesser factor among this
age group, and looking after parents a greater one. Further exploration into the ‘other’ reasons
over 35s have for living at home is needed, but our findings suggest that as a group, their
reasons for doing so tend to be slightly different to 20-34 year olds.
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The impact of living at home with your parents into adulthood

The YouGov survey also explored the impact that living at home into adulthood had. These
results will be added to this report, once released to the media. The result below formed part
of our media release in July and can be included here:

e Being held back from having an independent life was the most commonly cited impact,
with 52% of working adults aged 20-34 and living at home agreeing that this is a worry
for them.

Conclusion

Adults living at home with their parents into their 20s and 30s, even if working, is just one of
the many symptoms of the housing crisis. This report reveals the numbers, exact locations and
reasons why for the first time, showing just how critical it is for us to build the affordable
housing needed by this and future generations of young people.

Liam Reynolds
Research Officer

July 2014
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