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There was also a statistically significant difference in the two areas with regards to the trends in the
proportion who hoped to move for rent-related reasons. In Pathfinder areas, the number citing this reason
dropped substantially between Baseline and Wave 1 (from 19 per cent to nine per cent), remained steady at
Wave 2 and then climbed slightly (to 13 per cent) at Wave 3. In Control areas, the rate fluctuated between
12 per cent and 15 per cent between Baseline and Wave 3. The sharper drop between Baseline and
Wave 1 in Pathfinder areas relative to Control areas may be indicative of the initial impact of the LHA and
the fact that many claimants experienced an increase in the proportion of their rent that was covered by
HB (see Chapter 8). Consequently, they could better afford to pay their rent, which may have made it less
of an issue for wanting to move.

With regards to a preference for moving to a better area, responses did not show a statistically significant
trend across time or area.

As indicated above, at Wave 3, the proportion of claimants wanting larger accommodation was higher
in Pathfinder areas than in Control areas (33 per cent and 28 per cent respectively). In the Flow sample,
there was no difference between the two areas. For rent-related reasons, at Wave 3, rates were similar in
Pathfinder and Control areas. However, in the Flow sample, they were lower in Pathfinder areas than in
Control areas (17 per cent and 22 per cent respectively). At Wave 3, 17 per cent of Pathfinder claimants
gave 'better area’ as a reason for moving compared to 21 per cent of Control claimants. There was a similar
pattern in the Flow sample.

Table 6.13 Reasons for wanting to, or needing to move by area and survey

wave
Column percentages
Pathfinder Control

B W1 w2 W3 Flow B W1 W2 W3 Flow

% % % % % % % % % %
Larger accommodation 31 37 34 33 27 29 22 29 28 27
Other change 28 28 27 29 26 32 28 25 33 22
Personal/family 19 16 25 23 19 21 19 27 20 21
Better area 19 21 20 17 16 17 22 20 21 19
Rent-related 19 9 9 13 17 14 13 15 12 22
Landlord selling 5 3 5 4 5 4 5 6 6 7
Other 8 9 5 10 19 11 12 7 13 26

Unweighted bases 1,030 1,494 845 745 379 387 608 384 260 172

Base: All claimants renting in the PRS within the original area who gave a valid response who would like to, or need to, move.
Blackpool and NE Lincs are excluded from the Baseline data. Edinburgh is excluded from Wave 2.
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Figure 6.4 The percentage of Pathfinder and Control claimants citing larger
accommodation and rent-related reasons for wanting to, or
needing to move by survey wave
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Source: Data in Table 6.13.

With respect to the proportion of claimants citing larger accommodation as a reason for wanting to move,
each market type exhibited different trends across the study waves. Table 6.14 shows that claimants in
HB dominant markets became steadily less likely to cite larger accommodation as a reason for wanting to
move between the study waves. The proportion of claimants in HB concentrated markets who cited thisas a
reason for wanting to move remained fairly static by comparison over the same period. The pattern among
HB dispersed markets was similar to that of their counterparts in the HB dominant markets except that
the proportion who cited this reason in Wave 3 was the same as that in Wave 2. This is consistent with the
findingsin Tables 3.25 and 3.29 which showed that claimants in HB dominant markets became increasingly
satisfied with both the number and size of rooms between Wave 1 and Wave 3. Increasing satisfaction with
the size and number of rooms may well lesson the desire to move to larger accommodation.

In HB dominant and HB concentrated markets, claimants became less likely to cite moving to a better area
as a reason for wanting to move. The decline was more marked in HB concentrated markets. By contrast,
claimants in HB dispersed markets became slightly more likely to cite a better area as a reason for wanting
to move. This could suggest that claimants in HB dominant and concentrated markets were more satisfied
with the area where they lived relative to those in HB dispersed markets.

A relatively small proportion of claimants cited rent-related reasons for wanting to move in all three market
type areas. In HB dominant and dispersed markets, claimants became slightly more likely to want to move
for rent-related reasons between Wave 1 and Wave 3. There was a much larger increase among claimants
in HB concentrated markets.

133



Local Housing Allowance Final Evaluation:
The survey evidence of claimants’ experience in the nine Pathfinder areas

Table 6.14 Reasons forwanting to, or needing to move, by Pathfinder market
and survey wave (Pathfinders only)

Column percentages

HB dominant HB concentrated HB dispersed

W1 w2 W3 W1 w2 W3 W1 w2 W3

% % % % % % % % %
Larger accommodation 36 34 31 28 30 27 39 35 35
Other change 30 23 24 28 23 31 25 29 33
Personal/family 14 22 27 17 23 17 14 27 22
Better area 27 25 25 27 24 19 18 17 21
Rent-related 7 9 10 9 9 15 10 9 12
Landlord selling 2 5 6 6 9 9 4 4 2
Other 7 4 10 5 4 10 10 6 9
Unweighted bases 313 208 155 283 190 144 741 447 339

Base: All Pathfinder claimants renting in the PRS within the original area who gave a valid response who would like to, or need
to, move. Edinburgh is excluded because interviews were not carried out in that area in all waves.

At both Wave 2 and Wave 3, a much higher proportion of Pathfinder claimants with a surplus wanted
to move to larger accommodation than those without (14 percentage points and 19 percentage points
respectively). This could suggest that claimants were wanting to use their surplus to upgrade to larger
properties. Furthermore, it could also allay fears that claimants are choosing to downgrade to maximise
their surpluses. However, for some claimants, the fact that they received a surplus was a reflection of the
fact that they were living in cramped conditions and were consequently paying lower rents.

There was no discernible pattern for the ‘better area’ reason. At both waves, the percentage of claimants
with a surplus who cited rent-related reasons for wanting to move was considerably lower than that of
claimants who did not have a surplus. At Wave 2, only three per cent of those with a surplus cited rent-
related reasons for wanting to move compared to 12 per cent of those without a surplus. At Wave 3, the
corresponding figures were seven and 17 per cent respectively.
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Table 6.15 Reasons for wanting to, or needing to move by Housing Benefit
surplus and survey wave (Pathfinders only)

Column percentages

HB surplus No surplus

w2 w3 w2 w3

% % % %
Larger accommodation 43 45 29 26
Other change 24 29 27 31
Personal/family 19 23 28 22
Better area 22 21 20 17
Rent-related 3 7 12 17
Landlord selling 4 4 5 4
Other 5 4 6 12
Unweighted bases 299 235 518 365

Base: All Pathfinder claimants renting in the PRS within the original area who gave a valid response who would like to, or need
to, move and who can be identified as HB surplus or no surplus. Edinburgh is excluded because interviews were not carried out

in that area in all waves.

Work intentions and expectations

Throughout thissection, it should be recognised that current employment status is overwhelmingly associated
with work intentions. At each survey wave, and in both Pathfinder and Control areas, more than 95 per
cent of claimants currently in work reported that they expected to work in the future as did more than
80 per cent of those classified as unemployed and looking for work. This contrasts sharply with economically
inactive claimants; among this group, no more than 35 per cent anticipated working. Consequently, where
analysis reveals differences in the propensity to work in the future, this may reflect compositional differences
between the groups, especially the differing proportions of economically active claimants.

Between Baseline and Wave 3, Pathfinder claimants were more likely to expect to work at least 16 hours a
week than those in Control areas (Table 6.16). This is unsurprising given that economic activity rates were
consistently higher among Pathfinder claimants (Table 2.16). At Wave 3, among Pathfinders, the proportion
of claimants who expected to work is the same as at Baseline; among Controls it is just one percentage
point lower at Wave 3 than at Baseline. This is broadly consistent with the fact that the proportion of
economically active claimants is similar at each time point for both areas (Table 2.16).
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In Pathfinder areas, work intentions were quite similar for Flow and Wave 3 claimants. This similarity
between the two groups is consistent with the fact that they had comparable proportions of economically
active claimants (Table 2.16). In Control areas, by contrast, many fewer Wave 3 claimants expected to be
working than at Flow (50 per cent compared with 68 per cent). Again, these differing expectations reflect
variations in economic activity rates; 35 per cent of Wave 3 claimants were working, or unemployed and
looking for work, compared with 43 per cent at Flow.

Table 6.16 Work intentions, by area and survey wave

Column percentages

Pathfinder Control

B W1 W2 W3 Flow B W1 W2 W3 Flow

% % % % % % % % % %
Working 16+ hours a week 45 46 43 47 49 41 41 38 41 57
Working under 16 hours a week 11 10 9 8 10 10 9 9 9 12
Working 55 57 52 55 59 51 50 47 50 68
Not working? 45 43 48 45 41 49 50 53 50 32
Unweighted bases 2,217 3,167 1,781 1,654 733 791 1,183 754 550 308

Base: All claimants renting in the PRS within the original area who gave a valid response. Blackpool and NE Lincs are excluded
from the Baseline data. Edinburgh is excluded from Wave 2.

Table 6.17 shows that the trend in HB concentrated and dispersed markets was for claimants to have fairly
stable work expectations. By contrast, those in HB dominant markets were less likely to expect to work at
Wave 3 (41 per cent) than at Wave 1 (47 per cent). This cannot be attributed to differing trends in claimant
economic activity in the three areas, as, in each area, the proportion of economically active claimants
showed little change between Wave 1 and Wave 3 (analysis not shown).
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Table 6.17 Work intentions by Pathfinder market and survey wave

(Pathfinders only)
Column percentages
HB dominant HB concentrated HB dispersed

W1 w2 W3 W1 w2 W3 W1 W2 W3

% % % % % % % % %
Working 16+ hours a week 37 35 36 38 41 44 51 49 51
Working under 16 hours aweek 10 10 5 11 7 5 11 8 8
Working 47 44 41 49 48 49 62 57 59
Not working? 53 56 59 51 52 52 38 43 42
Unweighted bases 739 503 374 601 379 302 1,478 899 733

Base: All Pathfinder claimants renting in the PRS within the original area who gave a valid response. Edinburgh is excluded
because interviews were not carried out in that area in all waves.

Table 6.18 shows that at Wave 1, Pathfinder movers had a greater tendency to believe that they would
be working at least 16 hours a week than their Control counterparts (50 per cent compared with
38 per cent). By Wave 3, there was a slightly smaller difference between movers in the two sets of areas,
although the pattern had been reversed. When the two working categories are combined, Pathfinder movers
were equally likely to expect to work at Wave 1 and Wave 3, while there was a considerable increase among
Control movers during this time. Again, the tapering of the benefit once claimants enter paid work may
determine the extent to which it would make financial sense to work. An alternative way of interpreting
this shift is presented in Figure 6.5.

Among non-movers at Wave 1, Pathfinder claimants were more likely to expect to work at least 16 hours a
week than Control claimants (41 per cent and 34 per cent respectively). By Wave 3, the gap had remained
at seven percentage points. When the two categories were combined, the gap between Pathfinder and
Control non-movers had narrowed from nine to six percentage points between the two waves. Among
Pathfinder non-movers, the proportion who expected to be working declined very slightly, while the opposite
was true of Control non-movers.
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Table 6.18 Work intentions by moving history, area and survey wave

Column percentages

Movers Non-movers
Pathfinder Control Pathfinder Control

W1 W3 W1 W3 w1 W3 W1 W3

% % % % % % % %

Working 16+ hours a week 50 49 38 52 41 44 34 37
Working under 16 hours a week 10 11 14 10 10 7 9 8
Working 60 60 52 62 52 51 43 45
Not working? 40 40 48 38 48 49 57 56
Unweighted bases 267 268 91 95 1,327 1,360 462 451

Base: All claimants renting in the PRS within the original area who gave a valid response and who can be identified as a mover
or non-mover.

Figure 6.5 The percentage of Pathfinder and Control movers and non-movers
who expected to be working by survey wave
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Source: Data in Table 6.18.
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Before discussing a breakdown of work expectations by whether the claimant received a surplus, it should
be acknowledged that current employment status may affect the likelihood of both having a surplus and
expecting to work. Claimants in work may be less likely to have a surplus because of the tapering effect of
HB once they move into work. At both Wave 2 and Wave 3, less than one in ten claimants with a surplus
were employed, compared with about one-quarter of those with no surplus (analysis not shown). This is
because once claimants move into work, their income is assessed and the amount of HB they receive is
deducted accordingly. Consequently, itis unsurprising that, at both waves, claimants who received a surplus
were less likely to expect to work than those who did not (Table 6.19).

Among those who had a surplus, 40 per cent felt this way compared to 45 per cent of those that did not
have a surplus. By Wave 3, the gap between the two groups had widened to eight percentage points. This
was affected by a decline in work expectations among claimants who had a surplus to 36 per cent, while
the rate among those who did not have a surplus remained fairly stable at 44 per cent.

When the two working categories were combined, there was a similar modest decline between Wave 2
and Wave 3 among those who had a surplus and those who did not.

Table 6.19 Work intentions by Housing Benefit surplus and survey wave

(Pathfinders only)
Column percentages
HB surplus No surplus

w2 w3 W2 w3

% % % %
Working 16+ hours a week 40 36 45 44
Working under 16 hours a week 8 9 9 7
Working 49 45 54 51
Not working? 52 55 46 49
Unweighted bases 575 471 1,144 888

Base: All Pathfinder claimants renting in the PRS within the original area who gave a valid response and who can be identified as
HB surplus or no surplus. Edinburgh is excluded because interviews were not carried out in that area in all waves.

The information presented in Table 6.20 is based upon the minority of claimants who were employed at the
time of the interview. Between Baseline and Wave 3, there was an increase in the proportion who expected
towork for the same employer; however, the increase was more modest in Pathfinder areas than in Control
areas. The trend within each group was marked by slight fluctuations over time. These Pathfinder/Control
differences could reflect labour market changes. However, given the small number of working claimants
in each of the twelve areas covered by the evaluation, it would not be possible to explore this aspect using
survey data.
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Table 6.20 Work expectations by area and survey wave

Column percentages

Pathfinder Control
B w1 w2 W3 Flow B W1 w2 W3 Flow
% % % % % % % % % %

Working for the same employer as now 79 76 84 83 78 70 70 85 82 79

Working for a different employer 20 22 15 16 22 26 26 15 17 19
Working 98 98 100 99 100 96 96 100 98 98
Not working at all 2 2 1 1 1 4 4 1 2 2
Unweighted bases 449 616 328 458 164 109 197 120 136 61

Base: All claimants renting in the PRS within the original area who gave a valid response who are in paid work. Blackpool and NE
Lincs are excluded from the Baseline data. Edinburgh is excluded from Wave 2.

It is not possible to draw any meaningful conclusions by comparing Pathfinder and Control movers since
the base for the latter group is extremely small. What can be observed is a considerable increase among
Pathfinder movers between Wave 1 (78 per cent) and Wave 3 (86 per cent) in the expectation that they
would be working for the same employer. Consequently, they became slightly less inclined to expect
to work for a different employer between Wave 1 and Wave 3. Among non-movers at Wave 1 and
Wave 3, Pathfinder claimants were slightly more inclined to expect to work for the same employer than
their Control counterparts.

Table 6.21 Work expectations by moving history, area and survey wave

Column percentages

Movers Non-movers
Pathfinder Control Pathfinder Control
W1 W3 W1 w3 W1 W3 W1 W3
% % % % % % % %
Working for the same employer as now 77 86 [42] [76] 78 84 76 83
Working for a different employer 18 14 [58] [24] 19 15 21 15
Working 95 99 [100] [100] 98 99 97 98
Not working at all 5 1 3 1 3 2
Unweighted bases 50 75 9 20 240 335 77 108

Base: All claimants renting in the PRS within the original area who gave a valid response who are in paid work and who can be
identified as a mover or non-mover.

[ ] unweighted base is less than 50. 140
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The analysis by whether or not claimants in Pathfinder areas had a surplus did not produce enough cases
from which to draw any meaningful conclusions.

Conclusion

Across the period covered by the surveys, there was no indication of systematic change in the proportion
of claimants who hoped to move in the next few years. However, at Wave 3, Pathfinder movers were less
inclined than their counterparts in Control areas to say that they still hoped to move. This could reflect that
movers in Pathfinder areas were more satisfied with their new home than those in Control areas and thus,
felt less of a need to move. Between Wave 1 and Wave 3, there was a rise in the proportion of non-movers
who hope to move in the future. This increase was substantially larger in Pathfinder areas than in Control
areas. This could similarly indicate a push-effect of the LHA with claimants in Pathfinder areas feeling that
they could afford more suitable accommodation, if they could only find it.

Between Baseline and Wave 1, among claimants who hoped to move, those living in Pathfinder areas became
more likely to give ‘larger accommodation’ as a reason for moving, and became less likely to cite ‘rent” as a
reason. By contrast, across this period in Control areas, would-be movers became less likely to cite ‘larger
accommodation’, which could indicate that they had moved to more satisfactory accommodation. The
numbers citing ‘rent-related reasons’ stayed constant. The change evident in Pathfinder areas may reflect the
increased level of HB available to some claimants under the LHA. Consequently, affordability could become
less of an issue since a greater proportion of some claimants’ rents is covered by the LHA. However, it should
be noted that the increase in the proportions wanting to move to larger accommodation allays concerns
that LHA recipients would seek to maximise their surplus by downgrading to smaller accommodation. At
both Wave 2 and Wave 3, those Pathfinder claimants with a surplus were much more likely to hope to
move to larger accommodation than those with no surplus. This suggests that claimants were prepared
to use any surplus they have to upgrade to larger properties and is consistent with two of the LHA's aims,
which were to increase choice and encourage personal responsibility.

Analysis of variations in work intentions across time and between areas was complicated by the close
association between work intentions and current economic activity. However, the similar trends within
Pathfinder and Control areas suggest that the LHA has had a limited directimpact on their work intentions.
It may well be that the tapering rate of the benefit, and its interaction with the tax system once claimants
enter work, is more of a direct influence than the actual LHA rate itself.

In some instances, there appeared to be a disjuncture between work status and work expectations. There
was a considerable increase in the number of claimants in paid work in Pathfinder and Control areas between
Wave 2 and Wave 3 and a rather modest increase in those expecting to work in these areas during the same
period. One would expect there to be a closer link between economic activity and work expectations, i.e.,
those who are economically active are more likely to expect to be in work, and vice-versa. However, it could
suggest that those in work may be in insecure low paid jobs, which may have made them become more
pessimistic in their work expectations. It could also be the case that non-working claimants in the Flow
sample may have been in work more recently (and so be closer to the labour market) than those at Wave 3
and may, consequently, be more confident of finding work in the near future. This could suggest that the
link between economic activity and work expectations are more dynamic than at first thought.
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Work expectations were fairly stable in HB concentrated and HB dispersed markets, while there was a
gradual decline in the expectations of work among claimants in HB dominant markets. This could reflect
the relative state of the labour market, and to a lesser extent, housing markets in these areas. However, as
each housing market covers several areas, a geographical analysis, rather than one by housing markets,
might be a better way of uncovering any such links.
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Chapter 7: Household finance and financial well-being

Introduction

This chapter focuses on financial management among claimants and how they perceive their financial
situation. The section below considers the income profile of claimants across waves. Page 149 explores
the extent of arrears among claimants as an indicator of how well they manage their finances. Page 157
investigates the extent to which claimants save money from their income. Page 159 examines claimants’
perceptions of their financial situation and the reasons behind them.

A caveat must be applied to the analysis presented in this chapter regarding figures from Wave 3. Due to
a change in the questionnaire routing at Wave 3, a minority of claimants were excluded from answering
this section. This may be expected to have a disproportionate impact upon analysis broken down by mover
status. In previous sections, the same claimants appear twice in each mover table (at Wave 1 and again at
Wave 3). However, in this chapter, some of those present in the Wave 1 column are excluded from Wave 3
(hence the drop in bases). This has implications for the robustness of any interpretation.

Gross annual household income

Income profile

This section compares claimants’ gross income. Gross income includes income from all sources. Claimants
were explicitly asked to consider income such as earnings from employment, tax credits, benefits, grants,
maintenance from an ex-partner, interests from savings and any other sources of income when answering
this question.

In Pathfinder and Control areas, across the survey waves, there was a substantial reduction in the percentage
of claimants who lived in households with a gross income of under £10,000 per annum (Table 7.1 and
Figure 7.1). However, the trends were significantly different in Pathfinder and Control areas, largely due
to the disparity in circumstances at Wave 1. At Baseline, 63 per cent of Pathfinder claimants lived in a
household with anincome of below £ 10,000 compared with 67 per cent of those in Control areas. Between
Baseline and Wave 1, the percentage of claimants with a household income of less than £10,000 fell by
12 percentage points in Pathfinder areas but just two percentage points in Control areas. After this time,
in both sets of areas, there were large falls in the proportion of households with incomes below £10,000,
both between Wave 1 and Wave 2 and between Wave 2 and Wave 3.

For the period between Baseline and Wave 2, this apparent improvement in financial circumstances
cannot be attributed to increased rates of employment (in both areas, employment rates fell marginally)
(Table 2.16). However, between Wave 2 and Wave 3, employment rates increased substantially in both sets
of areas and this may be expected to translate into higher household incomes. Trend differences between
Pathfinder and Control areas could, in part, be indicative of an improvement in circumstances due to the
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introduction of the Local Housing Allowance (LHA). Between Baseline and Wave 3, the average amount
paidin Housing Benefit (HB) (LHA) in Pathfinder areas rose by £19 per week (equivalent to £988 perannum)
compared with £9 per week (£468 per annum) in Control areas (Table 8.5).

Inboth Pathfinderand Control areas, a higher proportion of Flow sample claimants had a household income
of less than £10,000 a year than Wave 3 claimants. In Pathfinder areas this is consistent with claimants
at Wave 3 having a higher rate of employment than their counterparts in the Flow sample (Table 2.16);
in Control areas, it is consistent with the higher rate of full-time employment at Wave 3 than in the Flow
sample (Table 2.20).

Table 7.1 Gross annual household income, by area and survey wave

Column percentages

Pathfinders Controls

Base w1 w2 w3 Flow Base W1 W2 W3 Flow

% % % % % % % % % %
Less than £5K per year 17 8 4 4 6 17 13 7 4 7
£5K to less than £10K peryear 46 42 37 31 40 50 52 48 40 44
Less than £10K 63 51 42 34 46 67 65 55 44 52
£10K to less than £15K 27 34 38 40 33 25 26 32 40 33
£15K or more 10 15 20 25 21 8 9 13 16 15
Unweighted bases 2,130 2,990 1,691 1,255 678 798 1,141 736 423 270

Base: All claimants renting in the Private Rented Sector (PRS) within the original area who gave a valid response. Blackpool and
NE Lincs are excluded from the Baseline data. Edinburgh is excluded from Wave 2.

144



Local Housing Allowance Final Evaluation:
The survey evidence of claimants’ experience in the nine Pathfinder areas

Figure 7.1 Percentage of claimants with an annual household income of less
than £10,000
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Source: Data in Table 7.1.

AsTable 7.2 reveals, among claimants who moved between Wave 1 and Wave 3 (movers) in both Pathfinder
and Control areas, the percentage of claimantswho had anincome of less than £ 10,000 decreased between
Wave 1 and Wave 3. A similar fall was apparent among non-movers.

Table 7.2 Gross annual household income by moving history, area and

survey wave
Column percentages
Movers Non-movers

Pathfinders Controls Pathfinders Controls

W1 W3 W1 w3 w1 w3 W1 w3

% % % % % % % %
Less than £5K per year 12 4 12 1 7 3 11 4
£5K to less than £10K peryear 40 34 46 45 41 31 52 41
Less than £10K 52 38 59 45 48 35 63 45
£10K to less than £15K 32 33 28 40 36 41 28 39
£15K or more 16 29 13 15 16 24 9 16
Unweighted bases 260 189 88 59 1,234 1,075 437 363

Base: All claimants renting in the PRS within the original area who gave a valid response and who can be identified as a mover
or NoN-mover.
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From Wave 1 onwards, more Pathfinder claimants than Control claimants said they received no benefits
(Table 7.3). This could be related to the increased percentage of Pathfinder claimants (compared to Control)
who reported incomes of at least £10,000 during the study waves. The cross-wave trends in the rate of not
receiving any benefits were significantly different in Pathfinder and Control areas.

The benefits received the most frequently were Income Support (IS), Council Tax Benefit (CTB) and Child
Benefit. Receipt of IS remained reasonably stable over the study period in Pathfinder and Control areas.
In both Pathfinder and Control areas, receipt of Child Benefit was somewhat lower at Baseline and Wave
1 than at Wave 2 and Wave 3. There was a substantial increase in the take up of Council Tax Benefit over
the study period in both Pathfinder and Control areas. The increase was particularly pronounced between
Wave 1 and Wave 2. However, as the trends were similar in Pathfinder and Control areas the increase is
unlikely to be related to the introduction of the LHA.

Disparities between the benefits received by the Wave 3 and Flow samples in the two sets of areas reflect
clear compositional differences. Among Pathfinder claimants, a similar proportion of the Wave 3 and Flow
samples had dependent children whereas, among Control claimants, dependent children were much more
prevalent among the Flow sample (Table 2.12). Consequently, in Control areas, the receipt of child-related
benefits was much more common in the Flow sample than at Wave 3. Similarly, in Pathfinder areas, a similar
proportion of Wave 3 and Flow sample claimants were of pensionable age while in Control areas, there
were many more pensioners in the Flow sample than at Wave 3 (Table 2.4). Again, these demographic
distinctions are reflected in the prevalence of receipt of State Retirement Pension.

Among movers and non-movers, the patterns of response for receipt of benefits (including receipt of no
benefits other than HB) were generally similar in Pathfinder and Control areas (Table 7.4).
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Table 7.3 The benefits and tax credits that claimants received by area and

survey wave
Multiple response
Pathfinders Controls
Base W1 W2 W3 Flow Base W1 W2 W3 Flow

% % % % % % % % % %
None 9 9 3 3 6 9 5 1 1 4
Income Support 45 41 44 42 32 49 48 51 50 39
Council Tax Benefit 35 44 67 74 56 45 51 70 82 54
Child Benefit 38 37 41 43 40 37 38 43 44 55
Disability Living Allowance 16 14 18 20 15 17 16 22 23 12
Incapacity Benefit 14 16 22 22 16 18 18 21 25 14
Jobseeker's Allowance 13 12 12 8 18 14 16 12 11 17
Child Tax Credit 10 18 22 24 30 7 14 18 22 44
Working Tax Credit 11 11 12 15 11 6 8 10 12 16
State Retirement Pension 10 8 11 13 11 8 8 11 13 4
Some other state benefit or tax credit 2 2 2 2 1 1 2 3 2 *
Pension Credit 3 5 8 10 8 3 4 9 10 4
Severe Disablement Allowance 2 2 2 2 2 2 2 3 2 1
Another sickness or disability benefit 1 1 1 2 - 1 1 2 1 -
Social Fund Loan or Community
Care Grant o* 0~ - o0* (0 o0* 0~ 0* 0* o0~
National Insurance credits - - - - - 1 - 0* o* 1
Statutory Sick Pay 1 1 2 1 - 2 1 2 1 0*
Savings credit 5 4 3 5 1 4 6 5 4 1
Unweighted bases 2,352 3,414 1,911 1,507 786 859 1,282 805 509 329

Base: All claimants renting in the PRS within the original area who gave a valid response. Blackpool and NE Lincs are excluded
from the Baseline data. Edinburgh is excluded from Wave 2 (Table 7.4). The benefits and tax credits that claimants received, by
moving history, area and survey wave.

Notes: =" means there were no cases. ‘0’ represents a percentage of less than 0.5.
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Table 7.4 The benefits and tax credits that claimants received by moving
history, area and survey wave
Multiple response
Movers Non-movers
Pathfinders Controls Pathfinders Controls
W1 w3 W1 w3 W1 W3 W1 W3
% % % % % % % %

None 7 3 4 0 7 3 3 1
Income Support 46 47 57 68 38 40 50 47
Council Tax Benefit 45 77 51 79 46 73 56 82
Child Benefit 45 51 38 51 35 40 38 41
Disability Living Allowance 14 20 26 27 15 20 19 23
Incapacity Benefit 15 18 13 22 19 22 19 26
Jobseeker's Allowance 14 10 15 8 10 7 12 10
Child Tax Credit 23 33 15 18 18 22 13 22
Working Tax Credit 8 15 6 5 11 15 7 12
State Retirement Pension 5 7 3 2 11 17 12 17
Some other state benefit or tax credit 2 3 2 0 2 2 1 3
Pension Credit 2 6 1 1 7 13 5 13
Severe Disablement Allowance 5 3 - 2 2 2 2 3
Another sickness or disability benefit 0* 3 1 1 - 1 1 1
Social Fund Loan or Community Care Grant 0* 0* 0* 0* 0* o* 0* 0*
National Insurance credits - 0* - 0* - - 0* 0*
Statutory Sick Pay - 2 0* 1 - 1 1 2
Savings credit 6 6 6 7 4 4 6 3
Unweighted bases 283 220 99 71 1,418 1,294 494 439

Base: All claimants renting in the PRS within the original area who gave a valid response and who can be identified as a mover

or non-mover.

Notes: ‘-" means there were no cases. ‘0’ represents a percentage of less than 0.5.
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Arrears on household bills, budgeting and the use of credit

Number of household bills in arrears

The maijority of claimants in both areas had no household bills in arrears (Table 7.5 and Figure 7.2);
however, the trends across time were significantly different in Pathfinder and Control areas. In Pathfinder
areas, the proportion with no household bills in arrears rose five percentage points between Baseline and
Wave 1 and another two percentage points between Wave 2 and Wave 3. In Control areas, the situation
was considerably more volatile. Aninitial four percentage pointincrease between Baseline and Wave 1, was
followed by an eight percentage point decline which was, in turn, followed by a six percentage point rise.
There is no indication that the shift towards direct payments of HB in Pathfinder areas led to an increase
in the incidence of household bills in arrears. It is possible that the sustained higher levels of HB amount
in Pathfinder areas were contributing to the stability in the percentage of Pathfinder households with no
bills in arrears.

The percentage of claimants who had one household bill in arrears remained stable in Pathfinder areas
between 16 and 17 per cent, whereas it varied in Control areas between 15 and 20 per cent. The percentage
of claimants with two, three or four or more bills in arrears was very similar over the survey period.

Among Pathfinder and Control claimants alike, the proportion with no bills in arrears was two percentage
points higher in at Wave 3 than among the Flow sample.

Table 7.5 Number of household bills in arrears by area and survey wave

Column percentages

Pathfinders Controls
Base W1 w2 w3 Flow Base W1 w2 w3 Flow

% % % % % % % % % %
None 64 69 69 71 69 66 70 62 68 66
One 16 17 17 17 16 18 15 20 15 15
Two 10 8 8 6 7 9 8 9 10 8
Three 6 4 4 4 5 4 5 6 5 4
Four or more 4 3 2 2 3 3 3 3 2 6
Unweighted bases 2,349 3,391 1,906 1,506 780 861 1,276 802 509 329

Base: All claimants renting in the PRS within the original area who gave a valid response. Blackpool and NE Lincs are excluded
from the Baseline data. Edinburgh is excluded from Wave 2.
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Figure 7.2 Proportion with no household bills in arrears by area and survey
wave
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Source: Data in Table 7.5.

Among movers, the proportion of Pathfinder claimants with no bills in arrears remained stable between
Wave 1 and Wave 3 (Table 7.6). The percentage in Control areas had also remained stable. The percentages
of Pathfinder claimants with one or more bills in arrears generally remained stable. However, there was a
decrease in the percentage of Control claimants with one bill in arrears between Wave 1 and Wave 3 and
a corresponding rise in the percentage of Control claimants with two bills in arrears. Among non-movers,
across this period, the proportion with no arrears rose slightly in Pathfinder areas but decreased in Control
areas.
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Table 7.6 Number of household bills in arrears by moving history, area and

survey wave
Column percentages
Movers Non-movers
Pathfinders Controls Pathfinders Controls
w1 W3 w1 w3 W1 w3 W1 W3
% % % % % % % %
None 68 66 57 56 71 73 75 70
One 16 17 26 18 16 16 13 15
Two 9 7 7 17 8 5 7 9
Three 3 6 7 3 4 3 4 4
Four or more 4 3 3 6 2 2 2 2
Unweighted bases 283 220 99 71 1,415 1,293 493 439

Base: All claimants renting in the PRS within the original area who gave a valid response and who can be identified as a mover
Or NON-MOVver.

The changes in the percentages of Pathfinder claimants with no arrears across the survey waves were

similar in the different housing markets, as were the percentages of claimants with one, two, three or four
or more arrears (Table 7.7).
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Table 7.7 Number of household bills in arrears by Pathfinder market and
survey wave (Pathfinders only)

Column percentages

HB dominant HB concentrated HB dispersed
W1 W2 W3 W1 w2 W3 W1 w2 w3
% % % % % % % % %
None 69 66 73 73 70 73 71 71 75
One 19 20 17 14 16 16 15 15 15
Two 7 8 6 6 7 7 8 8 3
Three 3 4 3 4 4 2 4 4 4
Four or more 2 2 2 3 2 2 3 2 2
Unweighted bases 799 542 368 649 406 271 1,570 958 659

Base: All Pathfinder claimants renting in the PRS within the original area who gave a valid response.
The percentage of Pathfinder claimants with no household bills in arrears was higher among claimants who
had a surplus at both Wave 2 and Wave 3 than among those who did not (Table 7.8). This may reflect that

some claimants who did not have a surplus had to make up a shortfall in their rent and this was impacting
upon their ability to manage their finances.

Table 7.8 Number of household bills in arrears by Housing Benefit surplus
and survey wave (Pathfinders only)

Column percentages

HB surplus No surplus

w2 w3 w2 w3

% % % %
None 71 72 66 69
One 16 16 18 17
Two 8 7 8 7
Three 3 3 5 4
Four or more 1 2 3 3
Unweighted bases 618 511 1,994 1,429

Base: All Pathfinder claimants renting in the PRS within the original area who can be identified as HB surplus or No Surplus
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The use of credit

The majority of claimants in both areas did not have credit, charge or store cards, although Pathfinder
claimants were more likely to own cards than Control claimants both at the Baseline and after the introduction
of the LHA (Table 7.9). Across time there was a similar upward trend in ownership in Pathfinder and Control
areas. At Wave 3, just over a third of claimants in Pathfinder areas held a credit, charge or store card
compared with just over one-quarter of those in Control areas. In Pathfinder and Control areas alike, just
over one-quarter of Flow claimants held cards.

Table 7.9 Ownership of credit/store cards by area and survey wave

Column percentages

Pathfinders Controls

Base W1 W2 W3 Flow Base W1 W2 W3 Flow

% % % % % % % % % %
Has cards 29 31 35 35 29 21 22 25 26 28
Does not have cards 71 69 65 65 71 79 78 75 74 72
Unweighted bases 2,359 3,390 1,905 1,507 780 862 1,278 802 509 328

Base: All claimants renting in the PRS within the original area who gave a valid response. Blackpool and NE Lincs are excluded
from the Baseline data. Edinburgh is excluded from Wave 2.

Among movers, Pathfinder claimants were more likely to own credit/store cards at Wave 1 than Wave 3,
whereas Control claimants were less likely to own them at Wave 1 than Wave 3 (Table 7.10). The pattern
of ownership of credit cards was significantly different in Pathfinder and Control areas. It seems unlikely
that a large proportion of card-holders should give up their cards upon moving. Among non-movers the
percentage owning credit cards remained stable over the survey waves in both Pathfinder and Control
areas.
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Table 7.10 Ownership of credit/store cards by moving history, area and

survey wave
Column percentages
Movers Non-movers
Pathfinders Controls Pathfinders Controls

w1 w3 w1 w3 W1 W3 w1 w3

% % % % % % % %

Has cards 35 29 19 29 37 37 25 26
Does not have cards 65 71 81 71 63 63 77 74
Unweighted bases 281 220 99 71 1,415 1,294 494 439

Base: All claimants renting in the PRS within the original area who gave a valid response and who can be identified as a mover
Or NoN-Mover.

Among Pathfinder claimants, those living in HB dispersed market types had a higher rate of card ownership
than those in the other two market types. There was little change within any market type across waves
(Table 7.11).

Table 7.11 Ownership of credit/store cards by Pathfinder market and survey
wave (Pathfinders only)

Column percentages

HB dominant HB concentrated HB dispersed
W1 w2 W3 W1 W2 W3 W1 W2 W3
% % % % % % % % %
Has cards 23 27 26 24 30 26 37 42 43
Does not have cards 77 73 74 76 70 74 63 58 57
Unweighted bases 798 542 368 648 406 271 1,572 957 659

Base: All Pathfinder claimants renting in the PRS within the original area who gave a valid response.

The percentages of Pathfinder claimants who owned credit/store cards were similar for claimants who
had surpluses and those who did not (Table 7.12). The percentages were also stable across Wave 2 and
Wave 3.
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Table 7.12 Ownership of credit/store cards by Housing Benefit surplus and
survey wave (Pathfinders only)

Column percentages

HB surplus No surplus
w2 w3 w2 w3
% % % %
Has credit/store cards 32 31 33 33
Does not have credit/store cards 68 69 67 67
Unweighted bases 618 512 1,993 1,429

Base: All Pathfinder survey claimants renting in the PRS within the original area who gave a valid response and who can be
identified as HB surplus or no surplus.

Most claimants in both areas were able to manage at least the minimum repayments on their credit, charge
or store cards and the proportion tended to rise across waves (Table 7.13). The exception to this was among
Pathfinder claimants between Wave 2 and Wave 3, where there was a slight decline. In Control areas, the
percentage of claimants able to make the minimum repayments increased in each successive wave of the
study.

In Pathfinder and Control areas alike, the ability to pay the minimum amount was lower among the Flow
sample than at Wave 3. This may be because a greater proportion of claimants in the Flow sample are new
HB claimants which may be the result of a recent decline in their income and/or a household move, either
of which could put pressure on their finances.

Table 7.13 Ability to make atleast minimum repayments on credit/store cards
by area and survey wave

Column percentages

Pathfinders Controls

Base W1 W2 W3 Flow Base w1 W2 W3 Flow

% % % % % % % % % %
Able to pay minimum 85 87 92 89 82 79 84 88 92 80
Not able to pay minimum 15 13 8 11 18 21 16 12 8 20
Unweighted bases 704 1,002 637 517 220 172 274 207 138 86

Base: All claimants renting in the PRS within the original area who gave a valid response and who had credit, charge or store
cards. Blackpool and NE Lincs are excluded from the Baseline data. Edinburgh is excluded from Wave 2.
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Loans

The percentage of claimants who had no loans at Wave 2 and Wave 3 was identical in Pathfinder areas and
almostidenticalin Control areas (Table 7.14). Across waves, among both Pathfinder and Control claimants,
there was considerable stability in the types of loans held.

Table 7.14 Type of loans claimants have at Wave 2 and Wave 3 by area and

survey wave
Multiple response
Pathfinders Controls
w2 w3 w2 w3
% % % %
None 58 58 60 61
Bank overdraft/loan 26 27 23 24
Friends/family 12 13 13 12
Other organisation 10 11 11 10
Other individual 2 1 1 0
Unweighted bases 1,904 1,506 802 509

Base: All claimants renting in the PRS within the original area who gave a valid response. Edinburgh is excluded from Wave 2.

The majority of claimants in both areas were able to repay their loans (Table 7.15). The percentage able to
repay their loans dropped slightly between Wave 2 and Wave 3 in both Pathfinder and Control areas.

Table 7.15 Manages to repay the loans at Wave 2 and Wave 3 by area and

survey wave
Column percentages
Pathfinders Controls

w2 w3 w2 w3

% % % %

Able to pay loan 73 69 70 67
Not able to repay loan 20 20 25 23
Not applicable as don’t have to repay loan 7 10 5 11
Unweighted bases 758 606 323 203

Base: All claimants renting in the PRS within the original area who gave a valid response and who had loans. Edinburgh is
excluded from Wave 2. 156
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Savings

Ateach survey wave, slightly more Pathfinder claimants than Control claimants held savings accounts, assets
or investments (Table 7.16). In both sets of areas, there was a modest decline in the proportions holding
assets between Baseline and Wave 1, followed by a substantial increase between Wave 1 and Wave 2.

In Pathfinder and Control areas alike, savings were more common at Wave 3 than among the Flow
sample.

Table 7.16 Has savings accounts, assets or investments by area and survey
wave

Column percentages

Pathfinders Controls
Base W1 W2 W3 Flow Base W1 W2 W3 Flow
% % % % % % % % % %

Has savings accounts, assets or investments 14 11 19 18 14 10 8 14 16 12
Does not have savings, assets or investments 86 89 81 82 86 90 92 86 84 88

Unweighted bases 2,359 3,386 1,905 1,503 779 862 1,277 801 509 328

Base: All claimants renting in the PRS within the original area who gave a valid response. Blackpool and NE Lincs are excluded
from the Baseline data. Edinburgh is excluded from Wave 2.

Among movers in Pathfinder areas, the same proportion had savings or other assets at Wave 1 and
Wave 3 (Table 7.17). In Control areas, the numbers holding assets increased across this period (although
these figures are based on small groups). Among non-movers, in both sets of areas, there was an increase
in the proportion of claimants who had savings or other assets.
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Table 7.17 Has savings accounts, assets or investments by moving history,
area and survey wave

Column percentages

Movers Non-movers
Pathfinders Controls Pathfinders Controls

W1 W3 W1 w3 W1 W3 w1 W3

% % % % % % % %
Has savings accounts, assets or investments 12 12 7 16 15 20 10 17
Does not have savings, assets or investments 88 88 93 84 85 80 90 83
Unweighted bases 283 220 99 70 1,438 1,290 492 439

Base: All claimants renting in the PRS within the original area who gave a valid response, who could be identified as a mover or

non-mover.
In the three market types, the percentages of Pathfinder claimants with savings display similar patterns
across the survey waves (Table 7.18).

Table 7.18 Has savings accounts by Pathfinder market and survey wave
(Pathfinders only)

Column percentages

HB dominant HB concentrated HB dispersed
W1 W2 W3 W1 w2 w3 W1 w2 w3
% % % % % % % % %
22

Has savings accounts, assets or investments 6 13 13 8 18 18 13 22

Does not have savings, assets or investments 94 87 87 92 82 82 87 78 78

Unweighted bases 798 542 367 649 406 270 1,567 957 659

Base: All Pathfinder claimants renting in the PRS within the original area who gave a valid response.
In Wave 2 and Wave 3 of the survey, the percentage of claimants with a surplus who had savings was similar
to those who did not (Table 7.19).

The findings from Tables 7.17, 7.18 and 7.19 do not support the contention that Pathfinder movers might
take the opportunity to reduce their outgoings (for example, by renting a cheaper property) and put aside
any surplus in the form of savings or investment.
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Table 7.19 Has savings accounts by Housing Benefit surplus and survey wave

(Pathfinders only)
Column percentages
HB surplus No surplus

w2 w3 w2 w3

% % % %

Has savings accounts, assets or investments 16 16 18 18

Does not have savings, assets or investments 84 84 82 82
Unweighted bases 617 510 1,993 1,428

Base: All Pathfinder survey claimants renting in the PRS within the original area who gave a valid response and who can be
identified as HB surplus or No Surplus.

Perceptions of financial well-being

Whether claimants felt better or worse off

At Wave 1, more claimants in Pathfinder areas considered themselves to be better off than in Control areas
(20 per cent compared with 12 per cent).?¢ This initial difference in perspective may be associated with the
increase in HB that many Pathfinder claimants experienced with the introduction of the LHA (Section 8.4).
However, it may also be associated with the 12 percentage point increase (since Baseline) in the proportion
of Pathfinder claimants with a household income of at least £10,000, compared with a two percentage
point rise in Control areas (Table 7.1).

Across subsequent waves, there was a steep decline in the proportion of Pathfinder claimants feeling
that they were better off (falling to 11 per cent at Wave 3) despite the fact that household incomes
continued to rise at a healthy rate across this period (Table 7.1). In Control areas, there was a modest drop
(to eight per cent) between Wave 1 and Wave 2 and no change between Wave 2 and Wave 3. At each
wave, and in each area, a higher proportion of claimants felt they were worse off than better off, but there
was little difference between areas, and little change across waves.

In both areas, just over a half of Flow claimants felt their situation had stayed the same compared with
two-thirds of those at Wave 3. This reflects that the Flow sample is disproportionately composed of people
whose circumstances have recently changed either for better or for worse (hence their new claim for
HB).

26 This question was not asked at Baseline.
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Table 7.20 Perception of financial well-being by area and survey wave

Column percentages

Pathfinders Controls
W1 w2 w3 Flow W1 w2 w3 Flow
% % % % % % % %
Better off 20 14 11 16 12 8 8 13
Worse off 26 20 22 29 29 24 25 34
About the same 54 66 67 55 59 68 67 53
Unweighted bases 3,371 1,898 1,504 778 1,270 803 506 327

Base: All claimants renting in the PRS within the original area who gave a valid response. Blackpool and NE Lincs are excluded
from the Baseline data. Edinburgh is excluded from Wave 2.

Table 7.21 compares the responses of claimants according to mover status. Among movers and non-movers
alike, the Wave 3 responses are very similar for claimants in Pathfinder and Control areas with many more
saying that they are worse off than better off. As may be expected, at Wave 3, claimants who did not move
are more likely to say that their circumstances remained the same than those who moved.

Table 7.21 Perception of financial well-being by moving history, area and

survey wave
Column percentages
Movers Non-movers
Pathfinders Controls Pathfinders Controls

W1 W3 W1 w3 W1 W3 W1 W3

% % % % % % % %

Better off 21 15 8 11 23 10 11 8
Worse off 34 28 39 32 24 21 23 23
About the same 45 56 53 57 53 69 66 68
Unweighted bases 279 218 99 71 1,414 1,292 491 436

Base: All claimants renting in the PRS within the original area who gave a valid response and who can be identified as a mover
Or NON-Mover.
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The claimants’ perceptions of financial well being were similar in all of the market types (Table 7.22).

Table 7.22 Perception of financial well-being by Pathfinder market and
survey wave (Pathfinders only)

Column percentages

HB dominant HB concentrated HB dispersed
w1 w2 w3 w1 w2 w3 w1 w2 w3
% % % % % % % % %
Better off 18 13 11 19 16 13 20 13 10
Worse off 23 19 24 28 19 22 29 22 23
About the same 59 69 65 52 64 65 51 65 67
Unweighted bases 795 540 368 644 403 271 1,560 955 657

Base: All Pathfinder claimants renting in the PRS within the original area who gave a valid response.

Compared with claimants who had a surplus, many more of those without a surplus described themselves
as worse off than one year ago (Table 7.23). Without the Baseline and Wave 1 figures, which are not
available, it is not possible to say whether this was due to the LHA. Across Wave 2 and Wave 3, the pattern
of responses of the claimants with surpluses was similar to the pattern of the claimants who did not have

surpluses.

Table 7.23 Perception of financial well-being by Housing Benefit surplus and
survey wave (Pathfinders only)

Column percentages

HB surplus No surplus
w2 w3 w2 w3
% % % %
Better off 16 12 11 10
Worse off 13 14 24 26
About the same 71 74 65 64
Unweighted bases 616 512 1,990 1,424

Base: All Pathfinder survey claimants renting in the PRS within the original area who gave a valid response and who can be
identified as HB surplus or No Surplus.
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Claimants who reported a change in their financial circumstances (for better or for worse) were asked
which factors might have improved or worsened their situation. Response categories included changes
in employment status, health or personal circumstances as well as changes in HB or other state benefit
receipt.

At each wave, and in each area, between a half and two-thirds of claimants said that none of the listed
options explained their improved financial circumstances (Table 7.24). This high figure is likely to reflect
the inclusion of claimants who said that their financial situation had deteriorated.

In Pathfinder areas, the most common response (after ‘'none of these’) was a change in HB. At Wave 1,
30 per centindicated this had contributed to theirimproved financial well-being. At Wave 2, this explanation
became less common (23 per cent) and at Wave 3 just ten per cent offered this as an explanation. However,
in Control areas, this response was given by between six and ten per cent of claimants at any survey wave.
The trends in the two areas were significantly different. This may be due to the introduction of the LHA
(between Baseline and Wave 1), when 76 per cent of Pathfinders received more HB than they would have
done under existing HB rules (Table 8.1). Although new claimants would not have been aware of this, those
with transferred claims obviously would have been. This may account for the 23 percentage point difference
inthe percentages of Pathfinder and Control claimants who cited HB as a reason forimproving their financial
situation at Wave 1. However, as the introduction of the LHA was a one-off event, it is reasonable to expect
changes to HB to become less influential on Pathfinder claimants as the study progressed and they became
more accustomed to the HB amount they received under LHA rules.

At Wave 1, a similar percentage of Pathfinder and Control claimants (who said that their financial situation
had changed) reported being better off due to a change in personal circumstances. In Pathfinder areas,
the percentage had remained stable over Wave 2 and Wave 3. However, in Control areas there was a
significantly different pattern of responses: the percentage who said they were better off due to a change
in their personal circumstances increased by Wave 2 and then decreased by Wave 3.

Overall the pattern of responses in Pathfinder and Control areas was similar between the Wave 3 and Flow
sample.
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Table 7.24 Reasons for being better off by area and survey wave

Multiple response

Pathfinders Controls

W1 w2 w3 Flow w1 w2 W3 Flow

% % % % % % % %
Change in employment status 11 13 11 12 9 8 15 11
Change in health 4 5 6 5 3 7 7 3
Other change in personal or family circumstances 10 8 9 11 8 13 6 10
Change to HB/LHA 30 23 10 16 7 10 6 12
Change in some other state benefit 11 17 18 15 14 20 18 13
None of these 49 49 56 59 66 58 61 62
Unweighted bases 1,581 635 498 342 561 250 169 146

Base: All claimants renting in the PRS within the original area who gave a valid response who thought that their financial
situation had changed. Blackpool and NE Lincs are excluded from the Baseline data. Edinburgh is excluded from Wave 2.

Among movers, there was a significant difference in the responses of claimants who said that a change
in HB made them better off (Table 7.25). In Pathfinder areas, this had fallen from 22 per cent in Wave 1 to
11 per cent in Wave 3. In Control areas, it had risen from eight per cent in Wave 1 to 17 per cent in
Wave 3.

Among non-movers, there were significant differences in the responses of claimants saying thatachangein
HB made them better off and also that none of the listed reasons made them better off. A higher percentage
of Pathfinder non-movers said HB/LHA had made them better off at Wave 1 compared to Wave 3. In Control
areas the difference between Wave 1 and Wave 3 was negligible. The percentage of Pathfinder claimants
who said they were better off for none of the listed reasons had increased between Wave 1 and Wave 3,
but in Control areas it had decreased.
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Table 7.25 Reasons for being better off by moving history, area and survey

wave
Multiple response
Movers Non-movers
Pathfinders Controls Pathfinders Controls
w1 W3 W1 W3 W1 W3 W1 W3
% % % % % % % %
Change in employment status 14 14 [7] [7] 11 10 8 14
Change in health 4 5 (7] [19] 3 6 2 6
Other change in personal or family
circumstances 10 15 (8] [16] 8 8 3 6
Change to HB/LHA 22 11 (3] [17] 37 9 8 5
Change in some other state benefit 7 15 [10] [5] 14 18 15 21
None of these 56 53 [71] [57] 45 57 68 60
Unweighted bases 144 100 47 30 654 403 188 143

Base: All claimants renting in the PRS within the original area who gave a valid response and who can be identified as a mover
or non-mover and who thought their financial situation had changed.

The trends in the reasons for being worse off across the survey waves were remarkably similar in Pathfinder
and Control areas (Table 7.26).

Pathfinder/Control differences among Flow claimants who said that their financial situation had changed
were modest and similar to the differences found at Wave 3.
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Table 7.26 Reasons for being worse off by area and survey wave

Multiple response

Pathfinders Controls

W1 w2 w3 Flow W1 W2 W3 Flow

% % % % % % % %

Change in employment status 21 10 8 26 23 11 9 32
Change in health 14 19 15 15 15 17 19 10
Other change in personal or family circumstances 17 16 18 16 20 21 19 25
Change to HB/LHA 13 10 12 9 14 15 15 9

Change in some other state benefit 9 12 13 9 9 17 14 12
None of these 47 50 52 44 40 46 45 39
Unweighted bases 1,578 635 497 344 561 249 169 146

Base: All claimants renting in the PRS within the original area who gave a valid response who thought that their financial
situation had changed. Edinburgh is excluded from Wave 2.

Among the movers, more Pathfinder claimants said a change to HB/LHA had made them worse off at
Wave 1 (12 per cent) compared to Wave 3 (six per cent) (Table 7.27). In Control areas, the responses were
significantly different because claimants were less likely to say a change to HB/LHA had made them worse
off at Wave 1 (nine per cent) compared to Wave 3 (26 per cent). This finding may demonstrate an advantage
of the fairness and transparency objectives of the LHA. In Control areas, claimants’ HB amount depends on
the rent they pay (subject to some restrictions), not their personal circumstances, and they will not know
how much HB amount they will receive until they have signed their tenancy agreement. Under LHA rules,
providing there are no other changesin claimants’ personal circumstances, their HB amount will not change
due to a move. Furthermore, claimants can find out how much HB amount they will receive (before any
deductions due to income or non-dependents living with them) in advance of committing themselves to
a tenancy. Thus, it is much easier for claimants in Pathfinder areas to ensure that they are not worse off
when they move.

The pattern of responses for the other reasons for being worse off were similar among Pathfinder and
Control movers.

The responses to the reasons for being worse off were similar between Pathfinder non-movers and Control
non-movers.
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Table 7.27 Reasons for being worse off by moving history, area and survey

wave
Multiple response
Movers Non-movers
Pathfinders Controls Pathfinders Controls
W1 W3 W1 w3 w1 w3 W1 W3
% % % % % % % %
Change in employment status 23 7 [22] [6] 17 8 18 8
Change in health 7 13 [20] [10] 14 17 10 19
Other change in personal or family circumstances 19 16 [33] [18] 16 17 15 19
Change to HB/LHA 12 6 (9] [26] 14 12 11 12
Change in some other state benefit 6 4 [11] [23] 10 14 9 14
None of these 47 58 (28] [47] 50 52 47 49
Unweighted bases 144 100 47 30 654 403 188 143

Base: All claimants renting in the PRS within the original area who gave a valid response and who can be identified as a mover
or non-mover and who thought their financial situation had changed.

Claimants’ perceptions of their current financial situation

The claimants’ perceptions of how well they were managing financially were similar in the two sets of
areas (Table 7.28). Over the study waves, there was a steady increase in the percentage who said they were
managing well or very well or were getting by. In both areas, a lower proportion of Flow claimants than

Wave 3 claimants felt they were coping financially.
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Table 7.28 Perceptions of current financial status by area and survey wave

Column percentages

Pathfinders Controls

Base W1 w2 w3 Flow Base w1 w2 W3 Flow

% % % % % % % % % %
Managing very well 3 4 5 4 4 3 3 4 3 3
Managing quite well 13 14 15 19 16 14 11 13 15 12
Getting by alright 54 56 57 56 54 53 56 57 59 49
Managing well/getting by 69 73 76 79 75 69 70 74 77 64
Not managing very well 10 9 8 8 8 10 11 7 8 8
Some financial difficulties 18 14 13 11 14 17 17 16 13 21
In deep financial trouble 3 3 3 2 4 4 2 3 2 7
Unweighted bases 2,357 3,394 1906 1,505 780 860 1,274 802 509 328

Base: All claimants renting in the PRS within the original area who gave a valid response. Blackpool and NE Lincs are excluded
from the Baseline data. Edinburgh is excluded from Wave 2.

Among movers in both Pathfinder and Control areas, there was a modest increase in the proportions who
felt they were managing quite or very well, or at least getting by (Table 7.29). There was also an increase
(albeit slightly smaller) among non-movers in both sets of areas. The similarity in outcomes across areas
does not indicate that Pathfinder movers are capitalising on any aspect of the LHA in order to enhance
their financial situation.
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Table 7.29 Perceptions of current financial status by moving history, area and

survey wave
Column percentages
Movers Non-movers
Pathfinders Controls Pathfinders Controls
W1 W3 W1 W3 w1 W3 W1 W3
% % % % % % % %
Managing very well 3 5 3 0 6 5 3 3
Managing quite well 14 18 7 12 15 19 12 15
Getting by alright 50 53 48 55 54 56 60 60
Managing well/gettingby 67 75 58 66 74 80 75 78
Not managing very well 11 9 19 3 9 8 9 9
Some financial difficulties 17 14 21 26 15 10 15 11
In deep financial trouble 5 2 2 4 2 2 2 1
Unweighted bases 283 220 98 71 1,417 1,292 494 439

Base: All claimants renting in the PRS within the original area who gave a valid response and who can be identified as a mover
Or NON-Mover.

Conclusion

Generally, claimants’ financial situations improved substantially across the life of the study. This may be
associated with the increased take up of certain benefits, such as Council Tax Benefit and Child Tax Credit.
Between Wave 2 and Wave 3, this may also be associated with an increase in employment rates among
claimants in both areas. Across the survey waves HB amounts increased, which could play a small part in
increasing household income, especially in Pathfinder areas. Between Baseline and Wave 1, the proportion
of claimants with a household income of at least £10,000 increased much more in Pathfinder areas than in
Control areas. This could not be accounted for by area differences in employment or benefit receipt.

Although only a small minority of claimants said they received no state benefits (other than HB), from
Wave 1 onwards, Pathfinder claimants were more likely to receive no other benefits than Control
claimants.

The majority of claimants in both areas had no household billsin arrears. In Pathfinder areas, the percentage
of claimants who had no household bills in arrears increased slightly from Baseline to Wave 3 while the
situation was somewhat more volatile in Control areas. There is no indication that increased rates of direct
payments in Pathfinder areas led to increasing levels of arrears. Additionally, it is possible that the sustained
higher levels of HB amount in Pathfinder areas were contributing to the stability in the percentage of
Pathfinder households with no bills in arrears.
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The trends in claimants’ perception of their financial situation were similar in Pathfinder and Control areas.
However, among claimants who thought their financial situation had changed, the opinions of Pathfinder
and Control claimants differed over the effect of HB/LHA on their financial situation. In Pathfinder areas,
over one-quarter of claimants said that they felt better off due to changes in HB/LHA at Wave 1 and the
percentage fell in Wave 2 and Wave 3. In comparison, the percentage of Control claimants who said they
were better off due to a change in HB/LHA was steady over the study waves. This may be due to an initial
impact of the LHA which has been eroded over time, as claimants become accustomed to the HB payments
they receive under LHA rules. The claimants’ perceptions of how they were managing financially were
similar in Pathfinder and Control areas.

Among claimants who moved, more Pathfinder claimants said a change to HB/LHA had made them worse
off at Wave 1 compared to Wave 3. This is in sharp contrast to claimants in Control areas, where there was
almost a threefold increase in the percentage of claimants who said a change to HB/LHA made them worse
off from Wave 1 to Wave 3. This finding may demonstrate some of the advantages of the fairness and
transparency objectives of the LHA. Under LHA rules, unlike current HB rules, providing there are no other
changesin claimants’ personal circumstances, their HB amount will not change due to a move. Furthermore,
unlike Control claimants, Pathfinder claimants can find out how much HB amount they will receive (before
any deductions due to income or non-dependents living with them) in advance of committing themselves
to a tenancy. Thus, it is much easier for claimants in Pathfinder areas to ensure that they are not worse off
when they move.

Across waves, in each area, there was a steady increase in the proportion of claimants who felt, financially,
they were coping well or very well, or were getting by.

Where the financial situation of Flow sample differed substantively from Wave 3, this often reflected
demographicdifferencesin the composition of new andlong-term claimants. Some measures also highlighted
the heterogeneity of the Flow sample. For some, their status as a new HB claimant reflected a recent change
for the better; for others it revealed a change for the worse. However, the analysis did not illuminate any
Pathfinder/Control differences that might be attributable to the introduction of LHA.
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Chapter 8: Eligible and contractual rents, and Housing
Benefit amounts

Introduction

The analysisin thischapteris based on administrative and survey data, and is primarily focused on comparing
findings for the Pathfinder Local Authorities (LAs)?” with the Comparator LAs?® between Baseline and Wave
3, and between Wave 2 and Wave 3. The analysis highlights the initialimpact of the Local Housing Allowance
(LHA), plus any differences between the Pathfinders and Comparators over time. Data for individual
Pathfinders are reported where the overall estimates obscure differences between individual areas.

Recognising the various data sources is particularly important in this chapter. So, by way of reminder, the
three main administrative data sources are:

e Rent Officer referrals data (provide Baseline data for both Pathfinder and Comparators and data for
the Comparators for Wave 1 to Wave 3);

e Department for Work and Pensions (DWP) Pathfinder data (used for Pathfinders for Wave 1 to
Wave 3); and

e Housing Benefit (HB) and Council Tax Benefit (CTB) Management Information System (MIS) data.

The first two data sources are at an individual level, while the MIS data are at a local authority level. All
three data sources report a snapshot of the live caseload at a particular point in time. Additionally, analysis
of financial gains draws on Rent Officer Shadow Determinations data for claims made in the January-
March quarter 2006, which were merged with DWP Pathfinder data and Income Support (IS), Jobseekers
Allowance (JSA) and Pension Credit administrative data for February 2006.

Evidence from the claimant survey is reported to support observed patterns in the administrative data, or
where it provides additional detail. Typically, this is where there are differences between the Flow sample of
new and repeat claimants and Wave 3 of the cohort sample, which will over-represent long term, or ‘stock’
claimants.?® The claimant survey was carried out in Pathfinder areas and in three of the nine Comparator
areas, which are referred to as Controls.3°

The chapter proceeds through a discussion of eligible rent, see page 172, HB amounts, see page 175
contractual rent, see page 178, excesses and shortfalls, see page 180, surpluses and deficits, see page 188
and over- versus under-occupation, see page 195. All reported rent or benefit amounts are weekly.

27 Blackpool, Brighton & Hove, Conwy, Coventry, Edinburgh, Leeds, Lewisham, North East Lincolnshire and Teignbridge.

28 Cardiff, Wakefield, Wolverhampton, Bristol, Haringey, Hartlepool, North Devon, Scarborough and Swansea. The Comparators
were initially chosen broadly to match the Pathfinders administratively, geographically and in terms of their private rental markets
and HB caseloads at the start of the evaluation.

2 This is because the Wave 3 survey analysis is limited to claimants still on benefit in the PRS and living in the original Pathfinder/
Control area at Wave 3, hence more stable, long-term claimants.

30 Cardiff, Wakefield and Wolverhampton.
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Eligible rent

Eligible rent is the maximum amount of HB a claimant can receive towards their contractual rent, before
any deductions for non-dependants in the household, and income are taken into account.

The Local Housing Allowance assessment of eligible rent

Under the non-LHA assessment of eligible rent in HB (the existing system), a claimant’s eligible rent is
calculated based on their contractual rent, their personal circumstances (such as the age and number of
any children they have) and a range of property and location-specific restrictions. In practice, the maximum
rent covered by HB often ends up less than the contractual rent, as it may be restricted, for example, to
the level of the Local Reference Rent (LRR), which determines typical rents for accommodation sizes in the
broad locality of the claim. It can also be restricted by a rent officer applied, property-specific rent restriction,
which may occur, for instance, if the rent officer assesses that the contractual rent being charged for the
claimant’s accommodation is significantly higher than the landlord might reasonably expect.

Inthe Pathfinders, eligible rentis now calculated under the LHA assessment. This offers a flat-rate allowance
based on the circumstances of the tenant, which is calculated in terms of the size of property for which their
household qualifies and the broad area in which they live. In some sense then, the allowances under the LHA
assessment are a formalisation of the LRR system since the LHA is calculated in the same way as the LRR.
The claimants most likely to benefit are those who, for reasons such as the quality of their accommodation,
pay low rent for the size of their property compared with the average in the area and those who would
previously have been restricted by the property-specific restrictions.

Gainers under the Local Housing Allowance

Recognising that changing the method for calculating eligible rent would have an impact on eligible rent
amounts, rent officers undertook ‘shadow referrals’ of individual claims in the Pathfinders to determine
what their eligible rent would have been under the non-LHA assessment.

All claimants who had a larger eligible rent under the LHA assessment were defined as gainers. Their gain
is the amount by which their eligible rent was larger under the LHA assessment than would have occurred
under the non-LHA assessment. A claimant was a no gainer if their eligible rent under the LHA assessment
was the same as their eligible rent under the non-LHA assessment.>"

In addition, due to boundary changes, there were some notional losers, whose eligible rent under the LHA
was lower than it would have been under a non-LHA assessment. Had these claims been at the introduction
of the LHA they would have received transitional protection, but new claims were not entitled to this as,
in practice, they experienced no monetary reduction in the amount of HB they received.

Couples or claimants with one or more children were more likely to gain under the LHA assessment, and
have larger average gains, than claimants without children (Table 8.1). The groups who were more likely
to gain are probably more likely to need larger and more expensive accommodation and, as a result,
have a greater likelihood of living in relatively cheap accommodation, possibly because they are living in
overcrowded accommodation.

31 This was a desk-based exercise and, therefore, did not include visits to the accommodation of claimants.
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Table 8.1 Gainerinotional loser split (Pathfinders only)

Column percentages and mean averages

% of Gainers Mean Gain % of Losers Mean Loss Mean Gain/Loss
Couple 83 £28 3 -£7 £23
One or more Children 85 £28 2 -f6 £24
No Children 70 £15 8 -£10 £10
Age 25t0 59 78 £22 5 -£8 £17
Age 60 or Over 75 £16 5 -£7 £11

Source: Rent Officer shadow referrals data February 2006 and DWP Pathfinder administrative data (Pathfinder, IS, JSA and
Pension Credit) February 2006.

Note: Shadow referrals data for Scotland were not available and, as such, Edinburgh has been excluded from this analysis.

Average weekly eligible rent

Figure 8.1 Average weekly eligible rent by area and survey wave
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Source: Rent officer referrals and Pathfinder data in Table 8.2.
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Table 8.2 Average weekly eligible rent, by area and survey wave

Mean averages

Pathfinders Comparators
B W1 w2 W3 B W1 w2 W3
Weekly eligible rent £82 £104 £106 £108 £85 £88 £90 £94

Source: For Pathfinders - Rent Officer referrals data 2003/04 and DWP Pathfinder data November 2004, May 2005, February
2006. For Comparators - Rent Officer referrals data 2003/04, November 2004, May 2005, February 2006.

Figure 8.1 shows that the implementation of the LHA assessment of eligible rent did, indeed, cause a
substantial increase in the average eligible rent in the Pathfinders. Whilst the average eligible rent in the
Comparators has increased approximately 11 per cent between Baseline and Wave 3 (from £85 to £94),
this increase has been relatively gradual, and probably directly linked to inflation in market rents. Over
the same period, average eligible rent has increased by approximately 32 per cent (from £82 to £108),
or three times faster, in the Pathfinders, with the majority of this increase occurring immediately after
the implementation of the LHA between Baseline and Wave 1 (Table 8.2).32 The substantial increase in
eligible rent in the Pathfinders during this period is directly attributable to the removal of the Rent Officer-
determined restrictions.

Averageeligible rentin the Pathfinders has subsequently stabilised between Wave 1 and Wave 3and, infact,
has increased at a slightly slower rate in the Pathfinders (four percentage points) than in the Comparators
(seven percentage points) over that period. This is mainly because average eligible rent increased at a
slower rate in the Pathfinders between Wave 2 and Wave 3 (two percentage points compared with four
percentage points in the Comparators).

Although the average eligible rent increased in all of the Pathfinder areas, the rate of increase is variable.
Between Baseline and Wave 3, average eligible rent increased by 22 per cent in North-East Lincolnshire,
24 per centin Blackpool and 26 per cent in Conwy, whilst increasing by 42 per centin Lewisham and 39 per
centin Leeds and Coventry. We might infer from this that the LHA assessment has had a greater impact on
eligible rentin some LAs than others. One explanation might be the removal of the Rent Officer-determined
rent restrictions under the LHA assessment. In the areas where these were previously more likely to be
applied, perhaps because the accommodation available to HB claimants was expensive and/or in poor
quality, the removal of such restrictions might explain a larger increase in average eligible rent. Another
explanation would simply be that market rents have increased more rapidly in some LA, pushing up the
LHA allowances, and average eligible rent, as a result. However, even the smallest rate of increase in the
Pathfinders (22 per cent) exceeded the largest rate of increase seen in the Comparators (15 per cent).

Eligible rentunder the LHA assessment s, therefore, generally substantially more generous than the non-LHA
assessment, particularly in areas that have been subject to more stringent rent restrictions under the non-LHA
assessment. Additionally, the fact that the LHA reformsimpacts predominantly on the calculation of eligible
rent means that we might expect to see a similar impact on actual HB amounts (after deductions).

32 Similar increases were seen in the Quarterly Statistical Returns from the HB and CTB MIS, with average eligible rent increasing
by 31 per cent in the Pathfinders and 15 per cent in the Comparators over the same period.
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Housing Benefit amounts

The HB amount is the eligible rent, minus any deductions for non-dependants living in the household,
minus a proportion of any income the claimants may have that is brought into account.

Average weekly Housing Benefit amounts

Figure 8.2 Average weekly Housing Benefit amount, by area and survey
wave
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Source: 100 per cent Quarterly returns data in Table 8.3.

Table 8.3 Average Housing Benefit amount by area and survey wave for the
whole private rented sector

Mean averages

Pathfinders Comparators
B W1 W2 w3 B W1 W2 W3
Weekly HB amount  £75 £80 £94* £94 £76 £80 £82 £85

Source: HB and CTB MIS Quarterly 100 per cent data 2003/04, November 2004, May 2005, February 2006.

Note: * The Lewisham figure for Wave 2 was notably high and may have marginally inflated this figure relative to others.
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Figure 8.2 shows that, according to LA level data, the average weekly HB amount in the Pathfinders rose
from £75 at Baseline to £94 at Wave 3, representing an overall increase of approximately 25 per cent.
The increase from £76 to £85 in the Comparators over the same period was more modest at 12 per cent.
The implementation of the LHA has, therefore, increased the amount of HB available to claimants in the
Pathfinders, and would seem to be more generous than HB under the non-LHA assessment.

However, it is noticeable that the rate of increase in the HB amount in the Pathfinders (25 percentage
points) is slower than the observed increase in eligible rents (32 percentage points: Table 8.2) whilst in
the Comparators, the two measures increased at approximately the same rate (12 percentage points and
11 percentage points respectively). It is doubtful whether this can be related to increased income, related
deductions from HB caused by the increase in employment and hourly pay amongst Pathfinder claimants
between Wave 2 and Wave 3, see page 36. Whilst it is certainly true that average HB remained flat in the
Pathfinders over that period, when the average eligible rent increased, the same increase in employment
wasobserved in Control areas, yet the average HB amountstillincreased. One possibility is thatemployment
was more common in the Pathfinders than in the Controls by Wave 3 (29 per cent working compared with
22 per cent respectively, Table 2.16), so income-based deductions might have had a greater impact on the
overall average HB paid in the Pathfinders.*

The pattern of the wave on wave increases is also different. The average HB amount in the Comparators, like
the eligible rent, increased steadily, probably due to shifts in market rents caused by rent inflation. However,
in the Pathfinders, there is a large increase between Wave 1 and Wave 2. This is probably because in six of
the nine Pathfinders, claimants were switched onto the LHA gradually (when they made a new claim or
at the time of their annual review). The averages for Wave 2 and Wave 3 are probably a fairer reflection
of average HB amounts under the LHA assessment (and are closer to the averages from the data on LHA
cases only in Table 8.4). The indication, then, is that in the Pathfinders there was no further real increase
between Wave 2 and Wave 3. In contrast, in the Comparators an increase was observed of £3 per week
(or four per cent) (Table 8.3).

Table 8.4 Average Housing Benefit payments by area and survey wave,
Local Housing Allowance cases only (Pathfinders only)

Mean averages

Pathfinders

W1 W2 w3
Weekly HB amount £96 £98 £99
Source: DWP Pathfinders data November 2004, May 2005, February 2006.

3 However, it should be noted that the figures in Table 2.16 compare Pathfinders and Controls, rather than Pathfinders and
Comparators.
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Table 8.5 Average weekly Housing Benefit amounts, by area and survey

wave
Mean averages
Pathfinders Controls
B w2 w3 Flow B w2 w3 Flow
Weekly HB amount £84 £98 £103 £92 £68 £71 £73 £74
Unweighted bases* 2,084 1,923 1,541 770 774 822 532 307

Base: All claimants renting in the PRS within the original area who gave a valid response. Blackpool and NE Lincs are excluded
from the Baseline data. Edinburgh is excluded from Wave 2.

Note: * A small number of cases who gave their HB amount as less than £10 were excluded from the analysis.

Survey data indicate that Flow claimantsin the Pathfinders typically receive lower HB amounts than claimants
in the Wave 3 sample, which contrasts with Control areas, where Flow claimants receive about the same
amount in HB as Wave 3 claimants, on average (Table 8.5).

This difference is unlikely to be explained by the Shared Room Rate, as there are more under 25s in
both Pathfinder and Control Flow samples than in the relevant Wave 3 samples (Table 2.4), and no real
difference was found between Pathfinder and Control Flow samples in terms of the numbers living in other
multi-person households (i.e. shared housing, Table 2.12). Deductions for extra income is also unlikely to
explain thisfinding, as fewer Pathfinder Flow than Wave 3 claimants were in paid employment (Table 2.16),
and those that were in work were less likely to earn £6.50 or more an hour (Table 2.22). The most likely
explanation for claimants in the Control Flow sample receiving the same average HB as the Wave 3 sample
is that they are eligible for more benefit due to dependants in the household relative to the Wave 3 sample
than is the case in the Pathfinders. For example, claimants in the Control Flow sample are less likely to live
alone and more likely to be lone parents (Table 2.12), as well as being more likely to live in households with
more than two people present (Table 2.9), than the Control Wave 3 sample. There is no similar pattern in
the Pathfinders. This is supported by the fact that the Control Flow sample claimants pay a higher average
weekly rent than the Wave 3 claimants, whilst in the Pathfinders, the Flow sample claimants pay a lower
average weekly rent than Wave 3 claimants (Table 8.8).

Within the Pathfinders, the survey data also show that the change in average HB amounts between
Wave 2 and Wave 3 was greater among the HB surplus group (HB amount exceeds contractual rent) (Table
8.6). The modest difference —a £6 per week increase compared with £2 among claimants without a surplus
— could reflect a range of subtle changes. For example, those generating a surplus may have attracted
higher HB because of their location, or type of accommodation was attracting higher LHA due to market
changes. Or there may have been some changes in the composition of the HB surplus group. Though this
modest, potentially short-term difference should not be over-interpreted, the LHA clearly did not seem to
be producing any reduction in the differential average HB amounts for those with and without a financial
surplus.
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Table 8.6 Average weekly Housing Benefit amounts by Housing Benefit
surplus and survey wave (Pathfinders only)

Mean averages

HB surplus no surplus
w2 w3 w2 w3
Weekly HB amount 119 125 89 91
Unweighted bases* 619 512 1,222 943

Base: All Pathfinder claimants renting in the PRS within the original area who gave a valid response and who can be identified as
HB surplus or no surplus.

Note: *A small number of cases who gave their HB amount as less than £10 were excluded from analysis.

The next sections examine the relationship of eligible rent and HB amounts to contractual rent (the rent
charged to the tenant by the landlord for accommodation).

Contractual rent

As the LHA rates for different property sizes are published in the Pathfinders, a sudden and substantial
increase in average eligible rents (or maximum available HB which is equal to the LHA rate) might, in turn,
have been expected to influence the average contractual rent charged by landlords for different property
sizes. The same applies, to alesser degree, with increases in the HB amount, as claimants on direct payments
are not obliged to reveal how much they receive in benefit to their landlord.

Figure 8.3 Average weekly contractual rent by area and survey wave
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Source: Rent officer referrals and Pathfinder data in Table 8.7.
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However, Figure 8.3 illustrates that both the magnitude and pattern of the increases in average contractual
rents amongst claimants has been similar in the Pathfinders and Comparators and, if anything, contractual
rents have increased at a faster rate in the Comparators.

Contractual rents increased by approximately nine per cent in the Pathfinders and ten per cent in the
Comparators between Baseline and Wave 3, and have increased in all Pathfinder and Comparator LAs.
In both Conwy and Coventry, contractual rents increased by approximately 13 per cent over the period
compared with less than ten per cent in six of the other seven Pathfinders, whilst in seven of the nine
Comparators, rents increased by ten per cent or more (Table 8.7).

Table 8.7 Average weekly contractual rent, by area and survey wave

Mean averages

Pathfinders Comparators
B W1 W2 W3 B w1 W2 W3
Blackpool £86 £89 £91 £94 Bristol £99 £103 £106 £110
Brighton £116  £122 £124  £127 Cardiff £92 £94 £97 £103
Conwy £74 £79 £80 £83 Haringey £153 £158 £158 £165
Coventry £81 £86 £88 £91 Hartlepool £71 £73 £74 £79
Edinburgh £102 £102 £105 £108 North Devon £84 £89 £89 £93
Leeds £80 £81 £81 £85 Scarborough £77 £80 £81 £85
Lewisham £135 £136 £141 £147 Swansea £77 £77 £81 £86
NE Lincs £70 £77 £75 £76 Wakefield £71 £76 £77 £79
Teignbridge £90 £92 £93 £95 Wolverhampton £84 £85 £88 £90
All areas £95 £98 £100 £103 All areas £99 £102 £104 £109

Source: For Pathfinders — Rent Officer referrals data 2003/04 and DWP Pathfinders data November 2004, May 2005,
February 2006. For Comparators — Rent Officer referrals data 2003/04, November 2004, May 2005, February 2006.

The approximate nine per cent overall increase in contractual rents in the Pathfinders is not comparable
in scale to the observed increases in average eligible rent (approximately 32 per cent) or HB amount
(approximately 25 per cent) over the same period. It would seem that the implementation of the LHA has
had minimal systematicimpact on average contractual rents, atleast in the short term, beyond the buoyancy
of the rental market. This is underlined by the finding that rents in the Comparator areas have increased
by at least as much, both since Baseline and, most recently, between Wave 2 and Wave 3.
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As with HB amounts on page 175, the survey data again show a significant difference in contractual rent
between Pathfinder and Control Flow samples when compared with Wave 3. Flow sample claimants in the
Pathfinders pay less in contractual rent, on average, than Wave 3 claimants, whilst Flow sample claimants
in the Controls pay more in contractual rent, on average (Table 8.8).

Table 8.8 Average weekly contractual rent by area and survey wave

Mean averages

Pathfinders Controls
B W2 W3 Flow B w2 W3 Flow
Weekly contractual rent 101 106 110 104 81 83 85 93
Unweighted bases* 2,104 2,125 1,573 932 779 939 552 406

Base: All claimants renting in the PRS within the original area who gave a valid response. Blackpool and NE Lincs are excluded
from the Baseline data. Edinburgh is excluded from Wave 2.

Note: *A small number of cases who gave their HB amount as less than £10 were excluded from analysis.

Excesses and shortfalls (eligible against contractual rent)

One of the criticisms of the eligible rent rules under the non-LHA assessmentin HB is their lack of transparency.
That s, claimants are often unaware of their eligible rent prior to committing to paying the contractual rent
agreed under their tenancy agreement. This lack of transparency makes it more likely for claimants to end
up with an unanticipated shortfall, that is, their contractual rent will exceed their eligible rent (or maximum
HB amount), even before any deductions are made for income and non-dependants in the household.

The flat rate allowances under the LHA assessment are published in order to provide additional clarity
concerning the eligible rent and, therefore, maximum HB, a claimant can expect to receive before they
enter a tenancy agreement. This should, theoretically, allow claimants to trade more accurately between
the price and quality of theiraccommodation. The incentive to consider the affordability of accommodation
is emphasised by the fact that it is possible to have excess (where eligible rent exceeds contractual rent)
under the LHA assessment.

8.5.1 Percentage of claimants with a shortfall or excess

Figure 8.4 demonstrates that in the Pathfinders as a whole, the LHA has successfully reduced the
percentage of claimants with a shortfall, from 59 per cent at Baseline to 39 per cent at Wave 1 and Wave 2
(Table 8.9). However, there has been a slight increase in the overall proportion with a shortfall at Wave 3, to
40 per cent. In the Comparators, the percentage with a shortfall stabilised at 57 per cent, after falling
between Baseline and Wave 2. The percentage of claimants with a shortfall remained 17 percentage points
higher at Wave 3 in the Comparators than in the Pathfinders, from a similar starting position at Baseline.
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Figure 8.4 Percentage of claimants with a shortfall between eligible and
contractual rent by area and survey wave
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Source: Rent officer referrals and Pathfinder data in Tables 8.9.
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Table 8.9 Percentage of caseload with a shortfall (contractual versus
eligible rent) by area and survey wave

Column percentages

Pathfinders Comparators

B W1 w2 w3 B W1 W2 W3

% % % % % % % %
Blackpool 75 50 51 53 Bristol 48 43 45 43
Brighton 48 37 32 32 Cardiff 68 66 64 57
Conwy 72 57 58 59 Haringey 56 55 55 60
Coventry 53 35 35 35 Hartlepool 80 70 70 70
Edinburgh 49 25 27 28 North Devon 64 59 53 58
Leeds 63 32 34 39 Scarborough 63 60 53 60
Lewisham 42 23 23 29 Swansea 76 80 74 72
NE Lincs 76 55 64 57 Wakefield 70 66 62 57
Teignbridge 55 45 41 37 Wolverhampton 57 47 48 47
All areas 59 39 39 40 All areas 62 59 57 57

Source: For Pathfinder LAs — Rent Officer referrals data 2003/04 and DWP Pathfinders data November 2004, May 2005,
February 2006. For Comparator LAs — Rent Officer referrals data 2003/04, November 2004, May 2005, February 2006.

The picture in individual Pathfinders has been varied. The percentage with a shortfall appears to have risen
in Edinburgh, Leeds and Lewisham, in particular, since Wave 1, although it has fallen in Brighton & Hove
and Teignbridge in the same period. The percentage with a shortfall also remains considerably higher in
Conwy, Blackpool and North-East Lincolnshire by Wave 3 than amongst the other Pathfinders. However,
despite these fluctuations, the percentage with a shortfall in all Pathfinders at Wave 3 was well below the
level at Baseline.

Asmight be expected from the decrease in shortfalls, the LHA has led to more than half of claimants receiving
an excess (Table 8.10). This has remained broadly consistent between Wave 1 and Wave 3, although, in
line with the slight increase in shortfalls between Wave 2 and Wave 3, the percentage of claimants with
an excess has fallen by two percentage points since Wave 2.

182



Local Housing Allowance Final Evaluation:
The survey evidence of claimants’ experience in the nine Pathfinder areas

Table 8.10 Percentage of caseload with an excess (contractual versus eligible
rent) in the Pathfinders by survey wave

Column percentages

Pathfinders

B W1 w2 W3

% % % %
Blackpool n/a 40 44 41
Brighton n/a 62 65 66
Conwy n/a 40 38 40
Coventry n/a 63 61 62
Edinburgh n/a 75 73 72
Leeds n/a 63 62 55
Lewisham n/a 75 76 69
NE Lincs n/a 35 34 36
Teignbridge n/a 53 58 62
All areas n/a 57 58 56

Source: Rent Officer referrals data 2003/04 and DWP Pathfinders data November 2004, May 2005, February 2006.

Note: ‘n/a’ indicates a value is not appropriate in this case.

Net overall average excessi/shortfall

The changes in the proportion with a shortfall or excess since Wave 2 would be expected to have an impact
on the net overall average shortfall/excess in the Pathfinders.

Figure 8.5 shows that this is, indeed, the case. After the implementation of the LHA, an average shortfall
of £13 a week in the Pathfinders was turned into an average excess of £6 a week at Wave 1 and Wave 2.
However, in line with the increasing shortfalls at Wave 3, the overall average excess was reduced marginally
to £5 a week (Table 8.11). This is consistent with fairly flat average eligible rent amounts in the Pathfinders
between Wave 2 and Wave 3, see page 175, combined with a slightly greaterincrease in average contractual
rent (page 178).
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Figure 8.5 Net average weekly excessishortfall between contractual and
eligible rent by area and survey wave
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Source: Rent officer referrals and Pathfinder data in Table 8.11.
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Table 8.11 Net average excess/shortfall (£), by area and survey wave

Mean average

Pathfinders Comparators

B w1 W2 W3 B w1 w2 W3
Blackpool -15 -4 -4 -6 Bristol -12 -13 -14 -13
Brighton -11 8 10 11 Cardiff -18 -18 -17 -18
Conwy -12 -5 -6 -6 Haringey -20 -21 -21 -22
Coventry -10 6 6 7 Hartlepool -11 -9 -9 -10
Edinburgh -13 16 14 13 North Devon -1 -10 -10 -11
Leeds -16 7 6 3 Scarborough -1 -10 -9 -13
Lewisham -17 23 24 19 Swansea -13 -14 -14 -15
NE Lincs -1 -4 -5 -4 Wakefield -1 -12 -1 -9
Teignbridge -12 2 4 5 Wolverhampton -12 -9 -9 -8
All -13 6 6 5 All -14 -14 -14 -15

Source: For Pathfinders — Rent Officer referrals data 2003/04 and DWP Pathfinders data November 2004, May 2005, February
2006. For Comparator LAs — Rent Officer referrals data 2003/04, November 2004, May 2005, February 2006.

Note: A negative figure denotes a shortfall, a positive figure, an excess.

The overall average excess in the Pathfinders disguises persistent average shortfalls in some LAs, including
Blackpool, Conwy and North-East Lincolnshire (Table 8.11). These are the areas where the percentage of
claimants with a shortfall remains highest (Table 8.9).

The experience of individual Pathfinders between Wave 2 and Wave 3 is varied, with a slightly increasing
average net excess in Teignbridge, Brighton & Hove and Coventry, whilst reducing quite markedly in
Lewisham and Leeds (by £5 and £3 respectively). The decreasing average net excess in these areas implies
that there is an increasing tendency to move into (or stay in) dwellings where the contractual rents are
above the level of the LHA.

However, it should also be noted that a decreasing percentage with a shortfall between Baseline and
Wave 2 in the Comparators did not produce a reduction in the overall average shortfall, and that the average
net shortfall in those areas has also increased at Wave 3. This implies that any tendency to stay in (or move
into) accommodation where the claimant has a shortfall (or an increasing shortfall) is not necessarily a
function of the LHA assessment itself.
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The overall average excess for Pathfinders also obscures differences by accommodation size. Although
on average, claimants receive an excess of £5 per week at Wave 3, those with one habitable room faced
substantially smaller excesses (or larger shortfalls) than those with two or more rooms and, overall, had an
average shortfall of £2 per week.

The reason for this is that claimants who are entitled to one room under the LHA assessment get a smaller
amount of HB known as the Shared Room Rate. This replaces the Single Room Rent under the non-LHA
rules, which described the entitlement of claimants who were single, under 25 years old, and with no
dependants. That group have historically been entitled to lower HB to reflect both the lower earnings
prospects of younger people, and their greater likelihood of living in shared, low rental value accommodation
(relative to older people). It, therefore, avoids out of work adults being provided with better housing
through HB than their working peers could afford. The Single Room Rent is based on the average cost of
shared accommodation where the claimant has exclusive use of a bedroom, shared use of a living room,
shared use of a bathroom and toilet, and shared use of a kitchen. For example, this would only include
those properties where the young person has a bedroom in a house that shares all other facilities, such
as a student house, but would not include properties where the person has their own room and en-suite
bathroom/toilet but shares a kitchen.

The Shared Room Rate under the LHA assessment aims to maintain the principle of the Single Room Rent,
but encompasses a wider definition of properties when calculating the appropriate rate, in order more
to accurately reflect the available accommodation in an area. It reflects the average cost of properties
where the tenant has the exclusive use of only one bedroom but shares at least two of the other facilities
mentioned previously. Additionally, childless couples aged under 25 and single claimants aged over 25
without dependants will also only be entitled to the Shared Room Rate if they choose to live in shared
accommodation. In February 2006, four per cent of LHA claimants were covered by the Shared Room
Rate.

Claimants with one habitable room have, on average, smaller excesses (or larger shortfalls) than those
with two or more rooms. However, analysis based on claimants who qualified for the Shared Room Rate
by virtue of being single, under 25 years old, and having no dependants* shows that the percentage of
these claimants with a shortfall remained constant between Baseline and Wave 3 as a whole, at around
70 per cent. Amongst those that had a shortfall, the Shared Room Rate appears to have reduced this on
average. At Baseline, single room rent claimants faced an average shortfall of £30, which fell to £27 at
Wave 3 for those on the Shared Room Rate. This is a similar fall to that for all claimants with a shortfall
reported in the next section, on page 188, which fell from £21 to £18 over the same period.

34 To make the base for Baseline and Wave 3 consistent.
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Average shortfalls for claimants with a shortfall

Table 8.12 Average weekly shortfall for claimants with a shortfall by area
and survey wave

Column percentages

Pathfinders Comparators
B w1 w2 w3 B w1 w2 w3
Shortfall (£) 21 17 17 18 23 25 25 25

Source: For Pathfinder LAs — Rent Officer referrals data 2003/04 and DWP administrative data November 2004, May 2005,
February 2006. For Comparator LAs — Rent Officer referrals data 2003/04, November 2004, May 2005, February 2006.

The LHA has seen a shift from a situation of an overall average net shortfall of £13 a week under the
non-LHA assessment of eligible rent at Baseline, to an overall average excess of £5 a week by Wave 3
(Table 8.11). However, this overall net change of £18 in the average circumstances masks a much smaller
change in the average shortfall among those with a shortfall. Claimants with a shortfall had an average
shortfall of £21 at Baseline (Table 8.12); this fell to £18 at Wave 3. In the Comparators the equivalent
figures were £23 and £25. So the LHA may have reduced outstanding shortfalls by about £5 per week
(i.e. the difference between a fall of £3 and a rise of £2). This apparently modest change may, in part,
reflect the decrease in the proportion of claimants with a shortfall and, thus, a change in the rent and
income characteristics of this ‘shortfall population’. It also suggests, though, that claimants who choose
to continue to under-occupy and/or live in expensive accommodation relative to their local rental market
benefit rather less from the more generous LHA assessment of eligible rent than claimants who over-or
appropriately-occupy. As reported in the preceding section, claimants with a shortfall who qualified for
the Shared Room Rate experienced a similar decrease in their average shortfall, down from £30 at Baseline
to £27 by Wave 3.

Average excesses for those with an excess

Table 8.13 Average weekly excess for claimants with an excess by area and
survey wave (Pathfinders only)

Column percentages

B Baseline Wave 1 Wave 2 Wave 3

Excess n/a 22 22 22

Source: Rent Officer referrals data 2002/3 and DWP Pathfinders administrative data November 2004, May 2005, February
2006.

Note: ‘n/a’ indicates a value is not appropriate in this case.
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The introduction of the LHA has facilitated a situation where 56 per cent of claimants in the Pathfinders
have an excess by Wave 3 (Table 8.10). Amongst these claimants, the average weekly excess is consistently
£22 between Wave 1 and Wave 3 (Table 8.13).

The stability of this figure implies that the existence of excesses under the LHA assessment is not sufficient
to cause either systematic increases in market rents across the board (although the situation in local rental
markets might be different), or radical changes in the supply of accommodation available to claimants.
Additionally, although there has been a slight decrease in the percentage of claimants with an excess
between Wave 2 and Wave 3, down from 58 to 56 per cent (Table 8.10), this has not impacted on the
average excess, which remains at £22 a week. This does imply that claimants with large excesses are not
changing their situation. This could reflect a general preference to maximise after-housing costs income,
even in circumstances of over-occupation or living in the poorest quality accommodation. It could also
partly reflect lack of appropriate and available accommodation in the local rental market; or, indeed, an
element of inertia, whether through contractual arrangements or otherwise, whereby active choices are
considered and exercised over longer time periods than covered by the surveys.

Surpluses and deficits (Housing Benefit amount against
contractual rent)

Percentage of contractual rent covered by the Housing Benefit amount

Figure 8.6 should be interpreted with caution, because the data sources for average contractual rent and
average HB amount are at a different level (individual versus LA).

HB was not designed to cover the contractual rent of everyone who claimed it and, indeed, at Baseline, it
covered 79 per cent of the contractual rent on average in the Pathfinders. However, the extent of this deficit
between rentand benefit has been much reduced by the increase in eligible rent under the LHA assessment.
The LA level data show that HB covered 91 per cent of contractual rent by Wave 3, and the figure is 96
per cent in the individual level Pathfinder data. The amount of HB paid out under the LHA assessment is,
therefore, much more closely aligned to the contractual rent being charged to claimants.
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Figure 8.6 Percentage of contractual rent covered by Housing Benefit
amount on average by area and survey wave
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Source: Data in Table 8.14.

However, in line with the decrease in the overall net excess reported in the previous section, the deficit
appears to have increased slightly again between Wave 2 and Wave 3. Again, this decrease shows in both
data sources (Table 8.14). The reduction in the percentage of contractual rent covered by HB between
Wave 2 and Wave 3 may indicate a reduction in the affordability of accommodation through benefit payments
alone for claimants in the Pathfinders. However, it is again noticeable that a decrease in affordability,
albeit a slightly smaller one, has occurred in the Comparators over the same period. Any decline in the
affordability of accommodation through benefit payments alone may be related to the shift into paid
employment observed amongst claimants in both the Pathfinders and Controls between Wave 2 and Wave 3,
see page 30, Table 2.16). For example, if claimants were receiving more income through paid employment,
their HB would decrease as aresult. However, because the effect occursin both Pathfinders and Comparators,
it cannot be attributed to the LHA alone, and may be related to a range of factors, including increases in
the cost of living and availability of jobs in the local labour markets.
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Table 8.14 Percentage of contractual rent covered by Housing Benefit
amount on average by area and survey wave

Column percentages

Pathfinders Comparators
B W1 w2 w3 B W1 w2 w3
Contractual rent (individual level data) £95 £98 £100 £103 f99  £102 £104 £109
HB amount (Local Authority level) £75 £80 £94 £94 £76 £80 £82 £85
% of contractual rent covered 79 81 94 91 77 79 79 78
HB amount (individual level) n/a 96 £98 £99 n/a n/a n/a n/a
% of contractual rent covered n/a 98 98 96 n/a n/a n/a n/a

Source: Contractual rent and HB amounts (individual level data) — For Pathfinders — Rent Officer referrals data 2003/04 and
DWP Pathfinder data November 2004, May 2005, February 2006.

For Comparators — Rent Officer referrals data 2003/04, November 2004, May 2005, February 2006.

HB amounts (LA level data) — HB and CTB MIS Quarterly 100 per cent data 2003/04, November 2004, May 2005, February
2006.

Note: ‘n/a’ indicates a value is not appropriate in this case.

The survey data do not show a decrease in the percentage of contractual rent covered by HB between
Wave 2 and Wave 3 (Table 8.15), although the administrative data are likely to present a more accurate
picture of the whole caseload in this respect. However, it does highlight the difference between the Wave
3 and Flow claimants. Wave 3 Pathfinder claimants have 98 per cent of their contractual rent covered by
the HB amount on average, compared with 93 per cent amongst the Flow sample. There is a similar pattern
in the Controls, with Flow claimants having a lower proportion of their rent covered (79 per cent) than
Wave 3 claimants (87 per cent). So, in terms of rent coverage the more ‘stable’, long-term claimants seem to
do better from HB than the more short-term or new claimants under both the LHA and non-LHA assessment
of HB. A likely factor here is some new claimants will have been tied in to higher rent properties for some
time after the start of an HB claim. Another factor advantaging longer term claimants may be that once a
tenancy becomes established, even if itis through HB, the rent increases are less than the prevailing market
levels, as landlords trade off a secure rental income with the possible gain in rent and the costs associated
with creating a new tenancy.
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Table 8.15 Percentage of contractual rent covered by Housing Benefit
amount on average, by area and survey wave

Column percentages

Pathfinders Controls
B w2 w3 Flow B w2 w3 Flow
% % % % % % % %
Percentage of contractual
rent covered 85 96 98 93 85 86 87 79
Unweighted bases* 2,171 1,907 1,526 761 814 819 531 297

Base: All claimants renting in the PRS within the original area who gave a valid response. Blackpool and NE Lincs are excluded
from the Baseline data. Edinburgh is excluded from Wave 2.

Note: * A small number of cases who gave their HB amount as less than £10 were excluded from analysis.

Claimantsin the HB dominated Pathfinders, where the rental market is heavily influenced by the HB sector,
3generally have a lower percentage of their contractual rent covered by the HB amount at both Wave 2
and Wave 3 (Table 8.16). The position in the HB dominant markets appears to be worsening, but this is not
statistically significant when compared against HB concentrated and HB dispersed Pathfinders over time.
Given the importance of HB in the HB dominant markets, it may be that landlords in those areas are more
likely to track the published LHA rates with their rents (as they provide a good indicator of rents across the
local rental market). Although, given there are just two HB dominant areas, this could be due to other local
factors affecting the private rented sector here.

Table 8.16 Percentage of contractual rent covered by Housing Benefit
amount on average, by Pathfinder market and survey wave

(Pathfinders only)
Column percentages
HB HB HB
dominant concentrated dispersed
w2 W3 W2 W3 W2 W3
% % % % % %
Percentage of contractual rent covered 93 90 98 98 98 98
Unweighted bases* 539 367 413 278 955 672

Base: All Pathfinder claimants renting in the PRS within the original area who gave a valid response.
Edinburgh is excluded because interviews were not carried out in this area at Wave 2.
Note: * A small number of cases who gave their HB amount as less than £10 were excluded from analysis.

3 See Chapter 1, page 17 for a fuller explanation of the division between Pathfinder rental markets.

191



Local Housing Allowance Final Evaluation:
The survey evidence of claimants’ experience in the nine Pathfinder areas

Housing Benefit Housing Benefit surplusideficit

In line with the finding on page 188, that Flow claimants have a lower percentage of their rent covered by
the HB amount on average, Flow claimants had larger average net deficits than Wave 3 claimants in both
the Pathfinders (£11 compared with £6) and Controls (£22 compared with £12) (Table 8.17). Again, the
position of the more ‘stable’ claimants in the Pathfinders appears to be improving, with reduced deficits
in both the Pathfinders and Controls.

Table 8.17 Overall average weekly Housing Benefitdeficit by area and survey

wave
Mean averages
Pathfinders Controls
B w2 w3 Flow B w2 w3 Flow
Average HB amount deficit £17 £7 f6 £11 £13 £13 £12 £22
Unweighted bases* 2,084 1,841 1,455 752 774 778 486 296

Base: All claimants renting in the PRS within the original area who gave a valid response.

Blackpool and NE Lincs are excluded from the Baseline data. Edinburgh is excluded from Wave 2.

Note: * A small number of cases who gave their HB amount as less than £10 were excluded from analysis.

Within the Pathfinders, although the average percentage of contractual rent covered by HB is lowest in
the HB dominant markets, the average overall deficit is larger in the HB dispersed rental markets. This is
because the average contractual rents in the HB dispersed markets are higher®, so each percentage point
difference between contractual rent and the benefit amount represents a larger amount of money in the
HB dispersed markets than the HB dominant or HB concentrated markets.

3 The table is not reported in the chapter because the difference is consistent across waves. However, according to the survey
data, the average weekly rent amongst claimants in the HB dispersed markets is £125, compared with £84 in HB concentrated
and £88 in HB dominant markets.
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Table 8.18 Overall average weekly Housing Benefit deficit by Pathfinder
market and survey wave (Pathfinders only)

Mean averages

HB dominant HB concentrated HB dispersed

w2 w3 w2 w3 w2 w3

Average HB amount deficit 16 18 19 18 27 29
Unweighted bases* 383 269 263 175 576 395

Base: All Pathfinder claimants renting in the PRS within the original area who gave a valid response.

Edinburgh is excluded because interviews were not carried out in this area at Wave 2.

Note: * A small number of cases who gave their HB amount as less than £10 were excluded from analysis.

Average Housing Benefit deficit for claimants with a deficit

Figure 8.7 shows that survey respondentsin the Pathfinders who reported a deficit between their HB amount
and their contractual rent, had equivalent average HB deficits at Baseline and Wave 2, which increased
fractionally at Wave 3. The average deficit for those that had a deficit was highest for Flow claimants.

Figure 8.7 Average weekly deficit between Housing Benefit amount and
contractual rent, for claimants with a deficit by area and wave

35 1

30 A

15 1

f per week

10 A

Pathfinders Comparators

B Baseline @ Wave2 @O Wave3 M Flow

Source: Survey data in Table 8.19.
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Table 8.19 Average weekly deficit between Housing Benefit and contractual
rent for those claimants with a deficit by area and survey wave

Column percentages

Pathfinders Controls
B w2 w3 Flow B w2 W3 Flow
Average weekly deficit £28 £28 £29 £30 £20 £22 £20 £27
Unweighted bases* 1,322 962 755 425 516 479 310 227

Base: All claimants renting in the PRS within the original area who gave a valid response.

Blackpool and NE Lincs are excluded from the Baseline data. Edinburgh is excluded from Wave 2.

Note: * A small number of cases who gave their HB amount as less than £10 were excluded from analysis.

These average deficits were, again, significantly greater for claimants in HB dispersed markets than in HB
dominant or HB concentrated markets within the Pathfinders (Table 8.20).37

Table 8.20 Average weekly deficit between Housing Benefit and contractual
rent for those claimants with a deficit, by Pathfinder market and
survey wave (Pathfinders only)

Mean averages

HB HB HB
dominant concentrated dispersed
W2 W3 W2 W3 w2 W3
Average weekly deficit 20 22 25 24 35 36
Unweighted bases* 318 224 204 135 440 314

Base: All Pathfinder claimants renting in the PRS within the original area who gave a valid response.
Edinburgh is excluded because interviews were not carried out in this area at Wave 2.

Note: * A small number of cases who gave their HB amount as less than £10 were excluded from analysis.

37 See Chapter 1, page 17 for a fuller description of the breakdown of Pathfinder rental markets.
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Over- and under-occupation

One measure of the impact of the LHA on choice of accommodation is the percentage of claimants who
are under-occupying (thatisliving in properties that exceed their LHA room entitlement), or over-occupying
(living in properties smaller than their LHA room entitlement) over time.

Indeed, there is a degree of correlation between under- and over-occupation and the incidence of excesses
and shortfalls (Table 8.2 1). Claimants facing a shortfall are twice as likely to be under-occupying than other
HB tenants, while those with an excess are more likely to be over-occupying (20 per cent compared with
four per cent of those with a shortfall).

Table 8.21 Excess/Shortfall by appropriateness of accommodation
(Pathfinders Wave 3 only)

Column percentages

LHA equals rent Excess Shortfall
% % %
Appropriately sized accommodation 74 65 61
Under-occupying 18 15 35
Over-occupying 8 20 4

Source: DWP Pathfinder data, February 2006.

Figure 8.8 shows that no real change was observed in the overall percentage of claimants under-occupyingin
either the Pathfinders or Comparators between Baseline and Wave 3. In this respect and as one might expect,
the LHA did not seem to influence the behaviour of existing claimants over the period of the surveys.
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Figure 8.8 Percentage of claimants under-occupying by area and survey wave
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Table 8.22 Percentage of claimants under-occupying by area and survey wave

Column percentages

Pathfinders Comparators

B W1 w2 w3 B W1 W2 w3

% % % % % % % %
Blackpool 26 27 27 26 Bristol 23 23 16 21
Brighton 8 3 5 6 Cardiff 31 31 32 29
Conwy 29 25 26 26 Haringey 9 8 6 8
Coventry 45 48 47 46 Hartlepool 54 51 49 57
Edinburgh 16 - 12 12 North Devon 33 29 28 35
Leeds 30 30 31 29 Scarborough 32 31 30 30
Lewisham 12 20 20 16 Swansea 44 43 43 44
NE Lincs 42 - 35 37 Wakefield 50 47 50 50
Teignbridge 31 33 34 35 Wolverhampton 43 48 61 45
All 24 24 24 23 All 30 29 29 30

Source: For Pathfinder LAs — Rent Officer referrals data 2003/04 and DWP Pathfinder data November 2004, May 2005,
February 2006. For Comparator LAs — Rent Officer referrals data 2003/04, November 2004, February 2005 (England)/May 2005
(Wales), February 2006.

Note: Wave 1 figures exclude Edinburgh and North East Lincolnshire due to data issues.

Thisstable pictureis underlined by the finding that the slight decrease in under-occupation in the Pathfinders
between Wave 2 and Wave 3 has not been matched by an increase in the percentage of claimants
over-occupying, which remained at 13 per cent at both Wave 2 and Wave 3 (Table 8.23). The percentage
over-occupying did, however, increase by two percentage points in four of the Pathfinders between
Wave 1 and Wave 3 (Leeds, Lewisham, Conwy and Coventry).

These very modest changes indicate slight fluctuations in the supply of rental accommodation available to
tenants in local rental markets, rather than systematic over-occupation in order to maximise any potential
HB surplus, and may, in fact, reflect a lack of supply of appropriately sized accommodation in the local
rental market.
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Table 8.23 Percentage of claimants over-occupying by area and survey wave

Column percentages

Pathfinders w1 w2 w3

% % %
Blackpool 11 11 10
Brighton & Hove 14 14 15
Conwy 10 11 12
Coventry 12 14 15
Edinburgh - 9 10
Leeds 11 12 13
Lewisham 18 19 20
NE Lincs - 14 13
Teignbridge 13 13 13
All Pathfinders 13 13 13

Source: DWP Pathfinder administrative data November 2004, May 2005, February 2006.

Note: Wave 1 figures exclude Edinburgh and North East Lincolnshire due to data issues.
Conclusion

The LHA assessment of eligible rent as implemented in the Pathfinders is more generous than the
non-LHA assessmentin the existing HB system and has, subsequently, increased the amount of HB available
to claimants in the Pathfinders, on average. It has reduced the incidence of shortfalls, and increased the
percentage of contractual rent covered by HB. These improvements have been largely sustained over time.
There is some evidence that the positive effect of the LHA varies somewhat by LA, depending on the local
rental markets, and across different groups of claimants. For example, those on the Shared Room Rate
have not benefited to the same degree as other claimants. The claimants with the largest excesses are
likely to be those who qualify for large accommodation under the rules, but who over-occupy, either out
of choice, or because of a lack of appropriately sized accommodation in their local rental market. There
is no indication that the introduction of the LHA has driven claimants to systematically over-occupy (and
therefore over-crowd) their accommodation in order to maximise any excess.

There is some evidence of a decrease in the affordability of accommodation through benefit payments
alone for HB claimants generally between Wave 2 and Wave 3. The percentage of contractual rent covered
by HB decreased in both the Comparator and Pathfinder areas.

198



Local Housing Allowance Final Evaluation:
The survey evidence of claimants’ experience in the nine Pathfinder areas

Inthe Comparators, average eligible rent, HB amounts and contractual rentallincreased at a similar rate after
Wave 2, so the decrease in the percentage of rent covered by HB may be associated with the slight increase
in under-occupation (which would cause more rent restrictions). In the Pathfinders, average contractual
rents appear to have risen slightly faster than eligible rents and HB amounts, so, despite a reduction in
under-occupation, the percentage of claimants with a shortfall increased slightly.

The Wave 3 survey claimants appear to have a higher proportion of their contractual rent covered by HB,
and have lower average HB deficit, than Flow claimants in both the Pathfinders and Comparators. If the
Wave 3 sample does, indeed, represent a more stable, long-term set of claimants than the Flow sample,
then it would appear that claimants with longer duration claims benefit to a greater degree from stable
contractual rents.

In summary, the evidence from this chapter indicates that the LHA assessment of eligible rent, as it has
been implemented in the Pathfinders, is more generous than the existing HB assessment, and has led
to a greater proportion of rent being covered by HB. However, the general stability in the proportion of
claimants who are over-or under-occupying suggests that the impact of a more generous HB on the size
of accommodation that claimants occupy is, in fact, limited. This may be because the supply or type of
accommodation available to claimants has not changed since the introduction of the LHA.
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Chapter 9: Conclusion

The conclusion discusses the findings with reference to the policy objectives. The overall aim of the Local
Housing Allowance (LHA) is to empower tenants by enabling them to exercise more choice and take
responsibility for their housing decisions, and to increase work incentives. Taking these in turn.

Choice

The LHA aims to give claimants living in the Private Rented Sector (PRS) greater choice over their
accommodation and the level of rent they pay. Under the LHA, eligible rent is based upon a tenant’s
household composition and the area in which they live (taking account of ambient rent levels) rather than
the rent charged for their accommodation. Consequently, claimants and their families can choose to live in
cramped conditions in smaller, cheaper properties and keep any surplus for themselves. Alternatively, they
can live in appropriate-sized housing where the rent equals their eligible benefit or they can under-occupy
and make up the difference between their eligible benefit and the rent from other sources.

The option of moving to a smaller, cheaper property (whilst retaining the same level of LHA) may help
claimants to survive financially when they are experiencing acute financial hardship. However, concerns have
been expressed that this will lead to claimants and their dependants living in over-crowded, and perhaps
sub-standard, conditions. There was noindication that the introduction of the LHA has motivated claimants
to move to cheaper accommodation to maximise any surplus that they could receive. The qualitative
component of the claimant strand of this evaluation revealed that claimants who were struggling financially
were unlikely to view moving as a cost-cutting strategy, as moving inevitably incurred costs.

Eligible rents under the LHA scheme tended to be higher than comparable rents outside Pathfinder areas,
particularly for larger households. This could have encouraged claimants living in other places to migrate
into Pathfinder areas in order to take advantage of this ‘bonus’. However, in Pathfinder and Control areas,
the composition and moving behaviour of claimants in the Flow sample, compared with claimants at
Wave 3, gave no support to this hypothesis. New claimants were not exploiting the LHA system to maximise
theirincome. The qualitative component of the evaluation suggests that, within Pathfinder areas, claimants
often had little understanding of how the LHA scheme worked and had, therefore, minimal appreciation
of how they could use it to their advantage.

Generally, claimants’ financial situations had improved over the study, particularly in Pathfinder areas. There
was a dramatic decline in the percentage of Pathfinder claimants who lived in households with incomes
of less than £10,000 per annum at each successive wave of the study. The percentage of claimants living
below this threshold declined substantially in Control areas as well, but at a slower rate.

Given the differing trends in household incomes between the two sets of areas across the life of the study,
it may be anticipated that claimants in Pathfinder areas had a greater opportunity to move than their
counterparts in the Control areas. However, the Moving History chapter indicates that the introduction
of the LHA did not increase the likelihood that Pathfinder claimants would move. This may be due to the
fact that the large majority of claimants in both sets of areas did not feel that there was a good choice
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of housing available should they seek to move. There was no indication that the introduction of the LHA
served to eitherimprove or undermine the quality of the available housing stock in Pathfinder areas. Among
Pathfinders who had moved between Wave 1 and Wave 3, the proportion who stated that they had had
a good choice of housing when looking for their current accommodation remained constant.

Among Pathfinder claimants who had moved between Wave 1 and Wave 3, the move was associated
with an increase in the number living in a house or bungalow as opposed to a flat or maisonette; there
was no parallel shift among claimants who had moved within Control areas. Upon moving, a substantially
increased proportion of Pathfinder claimants reported being satisfied with the number of rooms in their
accommodation; among the Controls, the increase was much more modest. The enhanced housingsituation
of Pathfinder movers at Wave 3 suggests that some of them have been able to secure more appropriate
accommodation; however, this could be a consequence of the higher eligible rents available under the LHA
rather than a function of the way in which the LHA is assessed or delivered.

As noted, the LHA assessment of eligible rent as implemented in the Pathfinders is more generous than
the non-LHA assessment. Therefore, it has reduced the incidence of shortfalls between HB payments and
eligible rent, and increased the percentage of rent covered by Housing Benefit (HB). However, between
Wave 2 and Wave 3, The percentage of contractual rent covered by HB decreased slightly in both the
Comparator and Pathfinder areas. There was some evidence that the positive effect of the LHA varied by
Local Authority (LA), depending on the local rental markets.

The trends in claimants’ perception of their financial situation were similar in Pathfinder and Control areas.
However, among claimants who thought their financial situation had changed, the opinions of Pathfinder and
Control claimants differed over the contribution of HB/LHA. In Pathfinder areas the proportion of claimants
who said that they felt better off due to changes in HB/LHA fell at Wave 2 and Wave 3. In comparison, the
percentage of Control claimants who said they were better-off due to a change in HB was steady over the
study waves. This may be due to an initial impact of the LHA which has been eroded over time as claimants
become accustomed to the HB payments they receive under the LHA rules. The claimants’ perceptions of
how they were managing financially were similar in Pathfinder and Control areas.

Across the survey period there was no indication of systematic change in the proportion of claimants who
hoped to move in the next few years. Between Wave 1 and Wave 3, there was a rise in the proportion of
non-movers who hope to move in the future. This increase was substantially larger in Pathfinder areas than
in Control areas. This could indicate a push-effect of the LHA with claimants in Pathfinder areas feeling
that they could afford more suitable accommodation.

Personal responsibility

By paying the allowance directly to tenants, the aim is to encourage claimants to take responsibility for
budgeting and paying their rent. Direct payments are also in keeping with the Government’s objective of
bringing those on benefit into mainstream financial services. Concerns have been expressed that some
claimants may find the responsibility of budgeting and paying their rent themselves difficult to cope with
and fall into arrears. As a result, checks have been built into the LHA to identify claimants who may be
vulnerable and who may perhaps struggle with these responsibilities.
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The LHA has substantially increased the incidence of direct payments in the Pathfinders as intended,
although there is evidence of a modest increase in payments to the landlord over time. This was driven by
applications to classify the claimant as vulnerable or unlikely to pay the rent, and the survey data suggest
this was more likely where the claimant and landlord have a longer association.

The fear that large numbers of claimants would fall into debt as a result of receiving direct payments
appears to have been unfounded. Across the life of the study, and in both sets of areas, the proportion of
claimants who were in arrears with a household bill fell, while the proportion who felt they were coping
financially rose.

The introduction of the LHA appears to be supporting the policy aim of modernising benefit payments
and — to a certain extent — encouraging claimants to use modern banking services. Nearly all Pathfinder
claimants had access to a bank or building society account by Wave 3 (96 per cent). This compares to 80 per
centof Control claimants. In Pathfinder areas, there was an increase in claimants receiving their HB payment
directly into their account between Wave 1 and Wave 3. In comparison, in Control areas, the survey data
showed that this had remained stable over the three waves. However, progress in encouraging claimants
and landlords to manage the rent through standing orders and direct debits has been more limited. In
Pathfinder areas payment of rent by direct debit or standing order increased by eight percentage points
between Wave 1 and Wave 3, while remaining stable in Control areas.

Work incentives

The Government has introduced a raft of measures to help people back into work and to make work pay,
which include the New Deals, the minimum wage, tax credits and the Disability Discrimination Act. The
policyintentionisthat greater clarity about what HB claimants could receive should remove further obstacles
to entering the labour market. The quantitative element of the claimant survey did not collect information
on claimants’ understanding of the LHA. However, the qualitative element indicated that many claimants
did not have a clear picture of what the LHA was able to offer them. Furthermore, some were unaware that
the LHA was an in-work benefit. This confusion would militate against the LHA encouraging non-working
claimants to take up employment.

Between Baseline and Wave 3, the proportion of claimants who expected to be working at least 16 hours a
week within the next two years remained fairly staticin both Pathfinder and Control areas. This is surprising
given that, between Wave 2 and Wave 3, there was a substantial increase in the proportions in paid work.
This suggests that the LHA has had a minimal impact on the work intentions of claimants. It may well be
the case that the tapering rate of the benefit and its interaction with the tax system, once claimants enter
work is more of an influence than the actual LHA rate itself or the earnings that they receive.
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Assessment

The LHA model operationalisedin this evaluation bases the level of eligible rent on the claimants’ circumstances
(within the context of the ambient housing market) without reference to the property they occupy, or hope
to occupy. Claimants who live in a property that is cheaper than their eligible rent stand to benefit from the
excess. Similarly, those living in accommodation that had been subject to a property-specific rent restriction
are no longer penalised for living in an over-priced property. One consequence of this shift in assessment is
that many Pathfinder claimants derived a financial benefit from the introduction of the LHA. This reflects
that tenants were often living in cheaper accommodation than they were entitled to.

This monetary advantage is a confounding factor in the assessment of other aspects of the LHA. Pathfinder
claimants had more choice than their counterpartsin the control areas, but they also had a financial cushion.
The LHA implemented direct payment to the claimant except where tenants were deemed vulnerable, or
where they fell behind with their rent. This gave rise to the concern that some claimants would mismanage
their money and fall into arrears or debt. This concern appears to have been unfounded; however, the
transition may have been made easier by the increase in HB amount that accompanied the change-over.
If the LHA is implemented nationwide, but without the level of excess apparent in this evaluation, the
outcomes of this pilot study may not be replicated.

Despite this caveat, this evaluation has clearly shown that claimants living in the private rented sector place
a high value on good quality accommodation. The availability of the LHA did not appear to facilitate moving
in the Pathfinder areas. However, the fact that many Pathfinder claimants continued to live in cheaper
properties than they were entitled to may reflect the limited choices available to them rather than a desire to
maximise the money in their pocket, or indifference to their housing situation. In addition, as also revealed
in the qualitative element of the evaluation, the vast majority of tenants prioritise paying their rent and
household bills; consequently, being paid directly does not jeopardise their financial well-being.

Overall, the potential pitfalls associated with the LHA have proved unfounded in the context of this evaluation.
However, there was also no evidence that changes to the way in which HB is assessed and implemented
has an empowering effect on other areas of claimants’ lives.

204



Local Housing Allowance Final Evaluation:
The survey evidence of claimants’ experience in the nine Pathfinder areas

Appendix A

Fieldwork outcomes

Summary of fieldwork outcomes - Pathfinders

Baseline Wave 1 Wave 2 Wave 3 Flow
Number issued 7,995 9,986 2,779 2,540 5,367
Ineligible 471 437 150 0 559
Unproductive: unable to contact 4,009 4,887 282 463 3,339
Refusal 791 756 125 83 305
Other non-productive (contacted, but
can’t take part for other reason) 363 425 34 27 119
Productive interview 2,361 3,481 2,188 1967 1,045

Base: All cases.

Summary of fieldwork outcomes - Controls

Baseline Wave 1 Wave 2 Wave 3 Flow
Number issued 2,675 3,738 1,202 950 1,741
Ineligible 147 197 63 1 232
Unproductive: unable to contact 1,362 1,803 106 199 871
Refusal 201 267 46 35 97
Other non-productive (contacted, but
can't take part for other reason) 101 188 14 15 63
Productive interview 864 1,283 973 700 478

Base: All cases.
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