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ABSTRACT

Ensuring housing affordability while controlling government expenditure is a
concern in many countries. In the UK support for private renters is delivered
via an income-related housing benefit calculated using the Local Housing
Allowance. As part of a programme to reduce government spending the sup-
port provided by the Local Housing Allowance was significantly reduced in
2011, and ongoing changes to its uprating have further reduced its value.
These changes have raised concerns about the suitability of homes people
receiving the allowance can afford. Using a natural experiment approach by
applying matching and difference-in-difference methods to housing stock
data from the English Housing Survey, this research finds a statistically signifi-
cant 5% increase in overcrowding for housing benefit recipients following the
changes to the Local Housing Allowance, equivalent to approximately 75,000
additional households living in overcrowded conditions. Longer-term results
show that overcrowding continued to increase as changes to the uprating
system further reduced the value of housing benefit. The decision to reduce
the Local Housing Allowance and sever its relationship with actual rents has
therefore reduced the ability of recipients to access suitable housing which
will have had important implications for health and well-being, particularly
during the COVID-19 pandemic.

KEYWORDS Housing benefit; local housing allowance; overcrowding; bedroom standard; difference-
in-difference; England

Introduction

The Private Rented Sector (PRS) in England has expanded significantly in
recent decades. Previously considered a transitory tenure primarily for stu-
dents and young adults, it is now home to a greater number and type of
households, as well as housing people for longer periods of time
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(Hoolachan et al,, 2017). The PRS now houses nearly one-fifth of English
households, double the proportion it housed in 1991 (MHCLG, 20203,
2020b). Rather than reflecting increased popularity of private renting, the
expansion of the PRS is due to the growing difficulty in accessing owner-
occupation or social housing, particularly affecting young people from
lower income backgrounds (Bailey, 2020; McKee et al., 2017). There are con-
cerns about the suitability of the PRS to this expanded role, and the conse-
quences for ‘Generation Rent’: young people who are having to spend long
periods of their lives in the PRS or parental/family home with consequences
for transitions to adulthood, particularly their ability to ‘settle-down’ and
make a home (Hoolachan et al., 2017). Concerns about the increase in the
PRS and Generation Rent are by no means unique to England or the UK,
they can be found in many 'homeowner societies’ with highly financialised
housing systems (Byrne, 2020).

One of the consequences of the expansion of the PRS has been an
upsurge in government spending on housing benefit (HB), an income-
related housing allowance which acts as a demand-side intervention to
support renters (Griggs & Kemp, 2012). HB spending rose by 50% in real
terms between 1999/2000 and 2010/11 (Hodkinson & Robbins, 2013), peak-
ing at £24.3 billion in the UK in 2014/15 (up from £5.1 billion in 1990/91,
DWP, 2020). Successive governments have attempted to reduce HB expend-
iture. The Local Housing Allowance (LHA) approach to calculating HB
entitlement was introduced in April 2008 by the Labour government, set at
the median rent in the Broad Rental Market Area (BRMA) in which the
household lives. BRMAs are large geographic areas which include a range
of housing types and are typically within reach of many important services
(although they are not required to be in reach of employment opportuni-
ties). They do not correspond with other administrative areas, such as Local
Authorities, but are roughly similar in size to counties.

Following the 2010 election the Conservative-Liberal Democrat Coalition
government sought to further reduce HB spending, and tackle the
‘problem’ (Jacobs et al., 2003), as framed by lain Duncan-Smith, of people
receiving HB living in homes that would be beyond the means of other
households (Hansard, 2010; Hodkinson & Robbins, 2013; Kleynhans &
Weekes, 2019). From April 2011 LHA rates were reduced to the 30th per-
centile of rents in each BRMA, rather than the median (50th percentile), and
absolute caps were placed on rates depending on property size'. These
rates applied from April 2011 for new claimants and from nine months after
the anniversary of their claim for existing recipients. In addition, the five-
bedroom rate was removed, as was the up to £15 weekly housing benefit
excess. The Shared Accommodation Rate was also extended to most PRS
renters under the age of 35.
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These changes raised concerns about housing affordability for private
renters (e.g., Fenton, 2010), but the government argued that the changes
would instead place downward pressure on rents that landlords were
charging. A review of the changes however found that 89% of the effects
of the reduction was absorbed by tenants who had to find money for their
housing costs elsewhere, and just 11% of the effects fell on landlords via
reducing rents (Beatty et al., 2014).

Exacerbating concerns about the lowering of the LHA rate, successive
Coalition and Conservative governments have changed the uprating system
for LHA. Previously uprated monthly according to rental prices, from April
2013 the uprating of LHA was made annual and capped at the Consumer
Price Index, which does not include rental prices in its calculation. Annual
increases were further restricted to 1% in 2014 and 2015 before being fro-
zen for four years from 2016 (Chartered Institute of Housing, 2016). This led
to significant disparity between LHA rates and rents, as, for example, rents
increased by 2.5% in England in the year to September 2016, while the LHA
increase was limited to 1% (Office for National Statistics, 2016). In 2019 it
was found that the LHA no longer covers rents for a two-bedroom home at
the 30" percentile in 97% of England, or the 10™ percentile in 33% of
England (Kleynhans & Weekes, 2019). There was strong feeling about the
implications of this approach at the time, with one MP asking:

Is this thinly veiled social cleansing? | ask that because it can only lead to
ghettoisation across the United Kingdom.

(Chris Stephens in Hansard, 23™ November 2015)

A further factor affecting housing affordability for LHA recipients is the
benefit cap. Introduced in 2013, the benefit cap limits the amount a house-
hold can receive in government benefits per year’. The high cost of hous-
ing means that for many households the LHA accounts for the greatest
proportion of their benefit income, and as a result, housing payments are
frequently reduced: 60,000 households had their LHA capped in February
2018 (DWP, 2018). The benefit cap also reduced the impact of government
changes to LHA in response to the COVID-19 pandemic in March 2020,
when the government increased the LHA back to the 30™ percentile of
local rents, reversing the effects of years of uprating well below rent
increases. Many were unable to feel the effects of this increase because of
the benefit cap, which was not raised in response to this increase, and
between February and May 2020 there was a near doubling of households
who had their benefit income reduced by the cap, disproportionately
affecting single-parent households (MHCLG, 2020c).

The changes to HB and the LHA have significantly reduced the homes
affordable to HB recipients, while also making recipients less attractive
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tenants to landlords (particularly young people subject to the Shared
Accommodation Rate (Pattison & Reeve, 2017)). This limited availability of
homes, and the lack of negotiating power tenants have in terms of the
rents that they pay (Kemp et al., 2014), in combination with a lack of min-
imum standards for homes in the PRS (the Homes (Fitness for Human
Habitation) Act 2018 came into effect in March 2019), means that there are
serious concerns about the suitability and quality of the properties available
to HB tenants, and the compromises that they may be forced to make in
order to afford rents.

Evidence from Shelter (Kleynhans & Weekes, 2019) and the Institute for
Fiscal Studies (Brewer et al., 2014) indicates that one compromise house-
holds are making in order to deal with the low levels of LHA is in terms of
the size of the property they live in, raising concerns about overcrowding.
Historically, overcrowding has been a key concern in the study of housing.
It has been linked with a number of important outcomes, including physical
and mental health, family relationships, child development, educational
attainment, and accidents in the home (Clair, 2019; Krieger & Higgins, 2002;
Shaw, 2004; Solari & Mare, 2012). Given the range of ways overcrowding
impacts people’s lives, it is unsurprising that it has been linked with so
many problems including, importantly, the spread of communic-
able diseases.

In the context of the COVID-19 pandemic, overcrowding is an even
greater issue. Early analysis indicates that the level of overcrowding in an
area is a potentially important predictor of COVID-19 infection rates
(Haroon et al., 2020; Kenway & Holden, 2020). The close proximity of people
in overcrowded homes will make self-isolating near to impossible, with
intra-household spread likely playing an important role in the outbreak
(Weinberg College, 2020). Overcrowding will also have important conse-
quences for people’s experiences during the lockdown, brought in to try to
reduce the spread of COVID-19. Being confined to an overcrowded home
will be a much more challenging experience than being confined to a rea-
sonably spacious one, not least because of overcrowding’s link to mental
health problems such as anxiety and depression (Shaw, 2004).

Overcrowding is typically measured according to either floor space, num-
ber of rooms, or number of bedrooms relative to household composition.
The Bedroom Standard, used as the indicator of overcrowding here as well
as to decide LHA rates, requires one bedroom per:

couple

person aged 21 years or over

two persons of the same sex aged 10 years or over but under 21
two persons under the age of 10 years
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Figure 1. Overcrowding by tenure in England.

e two persons of the same sex where one person is aged between 10
years and 20 years and the other is aged less than 10 years

e any additional person who cannot be paired with another occupier
(Housing (Overcrowding) Bill)

Overcrowding in the PRS in England has increased since the 1990s
(Figure 1). The PRS is the second-most overcrowded tenure, being slightly
less overcrowded than the social rented sector, but considerably more
crowded than the owner-occupied sector. This paper adds to the existing
literature on overcrowded housing by exploring whether the reduction in
the LHA increased overcrowding among recipients using matching and dif-
ference-in-differences approaches to isolate the effect of the policy change.

Methods

This research uses data from the English Housing Survey (EHS) (MHCLG,
2008-2019). The EHS is a large survey of housing circumstances and condi-
tions used in the production of national statistics that began in 2008. It ini-
tially included approximately 17,000 households for annual face-to-face
interviews on housing circumstances, including HB receipt, and 8,000 dwell-
ings every two years for a physical survey on conditions. A cost review in
2011/12 reduced these samples sizes to 13,000 and 6,200 respectively.

The survey uses the Royal Mail Postal Address File to select the sample,
with survey years matching financial years (i.e., running April-March). The
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survey sample was originally unclustered but was later semi-clustered to
reduce costs. One dwelling per address, and one household per dwelling is
sampled. The collection of the EHS data is unrelated to the policy change
of interest in this study — homes and households are not selected on the
basis of HB receipt.

The smaller sample size for the dwelling survey means that it is neces-
sary to combine 2years of data to create a dataset large enough for ana-
lysis, meaning that results for only even or odd years may be presented
(see the EHS Housing Stock Dataset User Guides for details). However, the
April to March scheduling of the data collection means that the 2010 and
2012 survey data accurately reflects before and after periods of the inter-
vention in LHA rates (details in Table 1). The stratified sampling of the
dwelling survey makes weighting the data necessary. Grossing weights
designed to produce nationally representative estimates are included in the
data. The sample used here is limited to occupied, privately rented homes,
summarised in Table 1.

The EHS dwelling survey includes a range of information on housing
conditions. This analysis focuses on whether the home is overcrowded
(according to the bedroom standard), with the variable binary coded so
that 1 indicates overcrowding.

Difference-in-difference methods enable causal analysis of an interven-
tion by mimicking experimental research design, accounting for pre-exist-
ing differences between the treatment (HB recipients in the private rented
sector) and control (private renters who do not receive HB) groups, as well
as for time trends, thus adjusting for selection effects that may affect the
likelihood of receiving HB. This approach has been used successfully to
explore causal impacts of LHA changes with repeated cross-sectional data
previously (Reeves et al., 2016).

The analysis approach here consists of two stages. The first uses a strict
difference-in-differences approach limiting the data to that collected immedi-
ately prior to and after the policy change. It compares the change in over-
crowding between private renters in receipt of HB and private renters not in
receipt of HB immediately following the change to the LHA in 2011, match-
ing individuals on characteristics that are associated with their likelihood of
receiving HB, reducing confounding effects. The analysis is conducted using
the diff command (Villa, 2016) in Stata 14. Kernel propensity score matching
is used, and analysis limited to cases with common support.

The second stage of analysis uses a difference-in-differences model with
a regression framework for all years of data given in Table 1, controlling for
individual characteristics, and reported with robust standard errors. This
approach will shed light on the longer-term effects of the change in HB
and LHA policy including reductions in the uprating of the value of
the benefit.
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The variables used for matching in step one and as controls in step 2
are: dependent child(ren) in household, more than one adult in household,
oldest person in the household is aged over 60 years, workless household,
ethnicity (white, ethnic minority®), sex of household reference person,
whether anyone in household has a long-term illness, whether household
reference person or partner is registered disabled, log household income,
and whether in London. These variables were selected as they are associ-
ated with risk of living in an overcrowded home and/or receiving HB
(MHCLG, 2018a). Further details are given in Appendix Table AT.

Results

Initial exploration of overcrowding levels shows a slight decrease in over-
crowding overall during the period of EHS data collection. When explored
in terms of HB receipt, those receiving HB saw a sharp increase in over-
crowding in the survey year after the LHA change, a trend which continued
into 2016 (Table 2), while overcrowding decreased for those not in receipt
of HB.

This is further explored using difference-in-differences analysis to investi-
gate the role of the policy change in this increase in overcrowding, initially
focusing on data years 2010 and 2012 (Table 3). The appendices include

Table 2. Percentage living in overcrowded homes.

Survey year 08 10 12 14 16

Intervention time Pre Post All

All 6.30 5.61 5.83 5.28 5.16 5.58
5.94 5.40

HB 6.95 6.25 8.80 8.68 9.08 8.15
6.55 8.85

No HB 6.11 5.38 4.55 391 3.76 4.62
5.73 4.04

Table 3. Difference-in-difference model showing changes in overcrowding between
HB recipients and other private renters, 2010 and 2012 data.

Model 1 Model 2
not matched matched
Change over time (post 2011 policy change) 0.001 —0.035
(nr) (nr)
Housing benefit receipt (before policy change) 0.018 —0.016
(0.009) (0.022)
Difference-in-difference (after policy change) 0.018 0.054*
(0.014) (0.028)
Constant 0.047%** 0.080***
(0.005) (0.019)

**¥p < .001, ¥*p < .01, *p < .05, standard errors in parentheses. 92.42% support for matched ana-
lysis. Bootstrapped for 100 repetitions. Nr = not reported by the Diff command.
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Table 4. Difference-in-difference model showing changes in overcrowding between
HB recipients and other private renters, regression approach, 2008-2016 data.

Model 1 Model 2
(no controls) (controls)
Change over time (post 2011 policy change) —0.017%** —0.014%%*
(0.000) (0.000)
Housing benefit receipt (before policy change) 0.008*** —0.014%%*
(0.000) (0.000)
Difference-in-difference (after policy change) 0.040%** 0.032%**
(0.000) (0.000)
Constant 0.057%** 0.387%**
(0.000) (0.001)

**kp < .001, ¥*p < .01, *p < .05, standard errors in parentheses. Full results for Model 2 are
shown in Appendix Table A4.

details about the sample and its suitability for difference-in-differences
methods. Model 1 shows the results of the analysis with no matching. It
shows no meaningful change in overcrowding in the period following the
change in the LHA or statistically significant difference in levels of over-
crowding between HB recipients and non-recipients. After matching survey
respondents on important characteristics linked with HB receipt in Model 2,
the coefficient for change over time becomes negative, as does the coeffi-
cient for HB receipt. Although not statistically significant, the coefficient
indicates lower levels of overcrowding among HB recipients before the pol-
icy change when adjusting for individual and household characteristics.
However, the difference-in-differences coefficient is statistically significant,
indicating an increase in overcrowding of more than 5 per cent among HB
recipients after the reduction in the LHA. In April 2011 there were over 1.5
million households in the private rented sector who received HB (MHCLG,
2018b). A 5 percent increase therefore equates to approximately 75,000
additional households living in overcrowded conditions.

The next stage of the analysis uses a regression approach to difference-
in-differences analysis of all waves of the EHS to explore the longer-term
effects of the LHA reduction and changes to its uprating. Table 4 shows
that overcrowding decreased in general after the change in LHA rate, and
that, controlling for demographic factors, receipt of housing benefit
reduced the likelihood of overcrowding prior to the policy change.
However, the significant difference-in-difference coefficient indicates that
the 2011 reduction in LHA rates and ongoing changes in uprating resulted
in higher levels of overcrowding among HB recipients. Figure 2 shows these
results graphically. Before 2011, overcrowding rates were decreasing for
both recipients and non-recipients of HB. This trend continued after the
policy change for non-recipients, but for those using HB to help meet their
housing costs the change led to a dramatic increase in overcrowding. The
trend for HB recipients continued upwards, in contrast to the continued
downward trend for other private renters.
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Figure 2. Marginal effects, overcrowding and Housing Benefit receipt.

Discussion

The analysis presented here demonstrates that the decision to reduce the
amount of rent that the LHA would cover resulted in a statistically signifi-
cant increase in overcrowding of 5% (equivalent to 75,000 households) for
recipients, exacerbating inequalities in housing. The changes to uprating,
which meant that LHA rates no longer tracked with changes in rents, fur-
ther exacerbated this effect. This will have had significant consequences for
the health and well-being of these households.

Even before the COVID-19 pandemic overcrowded housing was detri-
mental to health. In the context of the pandemic, which has highlighted
the important role of housing in health internationally, and in which over-
crowding has been linked with higher levels of infection (Barker, 2020;
Brent Poverty Commission, 2020), these findings implicate housing policy in
the spread of COVID-19 in England. Renters in England have also suffered
from a relative lack of housing support during the COVID-19 pandemic, par-
ticularly in contrast to the support available for mortgagors. This has left
people highly vulnerable to housing problems, with potential long-term
repercussions for housing and health.

As with finding that the reduction in the LHA had led to an increase
in depression (Reeves et al., 2016) and other consequences (O’Leary &
Simcock, 2020), the findings here demonstrate the counter-productive
consequences of a policy ostensibly motivated, at least in part, by
reducing spending. While spending on individual household LHA was
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reduced, increased costs due to the health and other impacts will have
undermined savings. These findings should serve as a warning to other
nations who may be tempted to reduce support for renters as a means
of reducing spending. It is important to note that these changes to the
LHA also had the effect of reducing the number of LHA claimants, so
this analysis likely underestimates the impact of the policy changes and
misses a number of people living in poor housing without additional
HB support.

The effects of these policy changes will not have been felt equally. They
will have disproportionately affected single-parent families, households
with dependent children, households that include a disabled person or
people, women-headed households, racially marginalised households (who
will also have to deal with racism when renting (Lynn & Davey, 2013) and
experience persistent disadvantage in the housing market (Gulliver, 2016)),
and households headed by people under the age of 35, as it is these house-
holds that are more likely to be in receipt of HB.

In the English context, these findings support calls to increase the
LHA back to the 50" percentile*, and to uprate in line with rents. While
this is in conflict with the apparent desire among policy makers to
reduce government spending, three considerations should be acknowl-
edged. Firstly, it should be recognised that the increase in HB spend
over time reflects decisions by policy makers, such as the shrinking of
the social rented sector, that have led to the increase in people living in
the PRS and increasing rents, rather than the excessive spending of HB
recipients (Powell, 2015). Secondly, many interventions made on the
basis of ‘improving’ access to owner occupation have, at great cost,
inflated housing prices and made accessing ownership more difficult for
renters (e.g., Shelter, 2015) benefitting large housebuilders (Jolly, 2019)
and those already in owner-occupation (Birch, 2021; Chapman, 2021).
Given these impacts, perhaps policy makers should look beyond support
for renters to interventions in the owner-occupied market for housing
spending reductions. Finally, reducing spending on HB will likely have
led to increases in spending elsewhere, particularly health, because of
the negative consequences including overcrowding.

Making housing more affordable through LHA will have benefits in the
short-term, enabling recipients to access more appropriate housing and
reducing the health and social consequences associated with overcrowding,
while moving towards a more sustainable housing policy should be a lon-
ger-term goal. In the broader context, these findings add to the extensive
evidence of the centrality of housing and housing policy to people’s well-
being and should also serve as a warning to governments looking to cut
spending by reducing housing support.



12 A. CLAIR

Notes

1. £250 per week for a one-bedroom property; £290 for a two-bedroom property; £340 for
a three-bedroom property; £400 for a four-bedroom property

2. The benefit cap was originally set at £26,000 per year (£18,200 for a single person),

before being reduced to £23,000 for a household in London (£15,410 for a single

person) or £20,000 for a household outside of London (£13,400 for a single person)

from November 2016.

The crude ethnicity categories are unfortunately necessary due to sample size.

4. eg, https://blog.shelter.org.uk/2020/04/how-the-government-can-avoid-a-rise-in-homelessness
-after-covid-19/

w
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Appendix

Table A1. Sample descriptives (percent).

2008 2010 2012 2014 2016 Total

Household composition Couple, under 60, no children 22.66 20.90 20.10 2191 19.79 20.96

Couple, aged 60+, no children 367 364 383 331 431 377

Couple, dependent child(ren) 1892 20.18 23.59 23.02 25.75 22.66

Lone parent, child(ren) 11.01 1396 1533 1256 13.77 13.42

Other multi-person household 16.39 14.42 11.15 1568 12.20 13.80

One person under 60 2043 20.71 1942 1649 16.29 18.39

One person aged 60 or over 692 619 658 702 790 6.98

Household size 1 2735 2690 26.00 23.51 24.19 2538

2 33.27 3486 3423 3566 33.81 3441

3 17.69 18.89 19.82 18.60 19.64 19.01

4 13.44 1278 1194 13.83 1338 13.09

5 597 375 579 547 644 554

6 1.41 192 132 18 144 159

7+ 087 09 090 1.06 111 098

HRP age 16-29 33.15 3264 30.23 30.84 25.69 30.15

30-44 3744 3846 40.63 36.93 39.20 3858

45-64 20.77 2147 2135 2428 2557 2295

65+ 864 743 779 795 954 832

HRP & partner > =1 work full time 61.62 61.08 6042 6164 6396 61.85

employment status > = 1 work part time 849 868 1041 1005 1066 9.79

0 working, > =1 retired 961 797 768 829 9.08 850

0 working & O retired 20.28 2227 2150 20.02 16.29 19.86

Ethnicity White 83.21 83.16 8291 81.78 80.19 82.09

Ethnic minority 16.79 16.84 17.09 1822 19.81 1791

Sex of HRP Male 62.18 57.16 57.00 56.96 59.72 58.48

Female 37.82 4284 43.00 43.04 40.28 41.52

Anyone in HH have No 79.75 79.42 7940 7559 7435 7738

a long-term illness ~ Yes 20.25 20.58 20.60 2441 25.65 2262
or disability

HRP or partner No 95.11 9576 9643 9560 96.18 95.86

registered disabled  Yes 489 424 357 440 382 414

Region North East 414 366 411 422 401 404

North West 11.51 1205 1219 1217 1226 12.07

Yorkshire & Humber 10.56  9.14 1049 10.06 10.13 10.08

East Midlands 628 795 770 804 736 752

West Midlands 8.02 959 840 828 9.03 868

East 1035 925 1024 989 992 993

London 20.07 21.60 20.20 22.01 2256 21.40

South East 17.68 16.01 1659 15.63 1526 16.12

South West 11.38 10.75 10.09 9.72 946 10.17

Median income 16697 18450 19167 20406 22075 19614

Note: variables are treated as binary in the analysis (and income is logged) but greater detail is

given here.
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Table A2. Weighted comparisons of control variables before and after policy
change, 2010-2012 data.

Diff = post — pre

(SE)

Dependent child(ren) in household - Yes 0.048%**
0.000

Number of adults in household 0.077%**
- Single adult 0.000

Age of oldest household member —0.007***
- 60+ 0.000

Work status of household —0.008***
- Not employed or retired 0.000

Ethnicity 0.0027%**
- Ethnic minority 0.000

Sex of HRP —0.002%**
- Male 0.000
Anyone in HH have a long-term illness or disability - Yes 0.000
0.000

HRP or partner registered disabled - Yes —0.007***
0.000

Log of income —0.054***
0.001

Region - London —0.014%**
0.000

Appendix Table A2 shows the differences before and after the policy change in the variables used
for matching. Differences are small but significant, likely due to the very large, weighted sam-
ple size.
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Table A4. Full results for model shown in Table 4.

B
(S.E)
Change over time (post 2011 policy change) —0.014%%*
0.000
Housing benefit receipt (before policy change) —0.014%%*
0.000
Difference-in-difference (after policy change) 0.032%**
0.000
Dependent child(ren) in household - Yes 0.078***
0.000
Number of adults in household - Single adult —0.055%**
0.000
Age of oldest household member - 60+ —0.004%**
0.000
Work status of household - Not employed or retired —0.010%**
0.000
Ethnicity - Ethnic minority 0.074%#*
0.000
Sex of HRP - Male —0.003%**
0.000
Anyone in HH have a long-term illness or disability - Yes —0.004%**
0.000
HRP or partner registered disabled - Yes 0.012%**
0.000
Log of income —0.036***
0.000
Region - London 0.059%**
0.000
Constant 0.387%**
0.001

***p < .001, ¥*p < .01, *p < .05.



	Abstract
	Introduction
	Methods
	Results
	Discussion
	Acknowledgements
	Disclosure statement
	Funding
	Orcid
	References


