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Abstract 

 

 “a great deal of homelessness is caused by ill-conceived and insufficiently 
informed policies, reinforced with a strong component of moral imperative 
about the role and responsibility of parents” (Greve, 1991:32) 

 

How should the economic impacts of policy interventions and withdrawals be evaluated? 

This question is considered in the context of principles set out in HM Treasury’s Green Book, 

and in the specific context of possible reform to housing benefit entitlement. Specifically, 

government guidance directs those undertaking evaluation to move beyond simple financial 

appraisal when considering costs and benefits, and to consider the full range of market and 

non-market positive and negative economic impacts associated with policy intervention. 

Recent debate has indicated that changes to housing benefit eligibility might affect young 

people aged 18-21 after the 2015 election. Using a mix of qualitative, financial and statistical 

methods, this report sets out estimates of a range of specific economic impacts. The list of 

impacts estimated is not exhaustive, yet the negative impacts that can be estimated credibly 

significantly reduce the economic value of the headline financial saving to be had from such 

a policy. 

 

1. Introduction 

This report examines the possible consequences associated with the withdrawal of housing 

benefit entitlement for young people aged 18 - 21. It draws on research commissioned by 

End Youth Homelessness, and carried out by researchers at Heriot-Watt University. 

The objectives of the project were to: 

A. Establish the baseline likely financial saving associated with: 

i. Withdrawal of housing benefit entitlement for 18-21 year olds; 

ii. Withdrawal for all 18-21s but excluding specific groups identifiable using 

secondary data; 

B. Establish a credible set of behavioural predictions that can be used to help inform 

the possible economic consequences of withdrawing housing benefit entitlement 

from young people aged 18-21; 
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C. Identify examples of wider societal effects (losses) likely to be associated with the 

withdrawal of housing benefit entitlement for 18-21s, for example through increased 

use of other public services. 

D. Conduct an economic analysis of the policy reform scenarios. 

Objectives C and D are particularly important because they require the assessment of a 

more widely defined set of economic impacts, to move beyond a mere financial analysis. 

Following principles set out in HM Treasury’s Green Book (2014) means that all relevant 

costs and benefits to government and society should be accounted for in an appraisal of 

possible policy reform: 

“Wider social and environmental costs and benefits for which there is no market 

price also need to be brought into any assessment. They will often be more difficult 

to assess but are often important and should not be ignored simply because they 

cannot easily be costed.” 

 (HM Treasury, 2014: 19). 

The project aims offered a number of unique challenges, including the fact that many large 

scale secondary datasets have relatively poor representation of young people. In section 3 

we examine this issue and introduce a mixed methods research approach with quantitative 

and qualitative components. We introduce specific research questions, and explain how 

existing secondary datasets and data on the tenancy and rent records of young people, 

provided by a registered social landlord, are combined to allow the statistical estimation of 

the possible economic impacts of the withdrawal of housing benefit entitlement for young 

people. 

 

2. Background to the housing benefit proposals 

2.1 Introduction 

For most young people, the transition into adulthood is supported by parents, friends and 

school, yet can be fraught with difficulties. Evidence suggests that young people are 

disproportionately prone to problems such as homelessness, unemployment, substance 

misuse and mental health issues. With the reduced access to, and levels of, state benefits 

the transition into adulthood has become increasingly linked to labour market participation. 

Since the 2008 economic crisis, the prevalence of unemployment amongst young people has 

risen very steeply (see Bell and Blanchflower, 2011) and has exacerbated the labour market 

precariousness of young people. Alongside rising rents, house prices and tighter access to 

mortgage lending, large numbers of young people have found it more difficult to achieve 
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the level and stability of earnings required to buy a home, or to put down a rent deposit and 

make advance rent payments (Clapham et al, 2012; McKee, 2012 and Rugg, 2008). 

Although it is widely accepted that high and rising housing costs and fierce competition for 

accommodation are at the root of many young people’s difficulties accessing housing, 

various other policy developments including changes in student funding and the sharp 

increase in tuition fees in England have made it harder for young people to enter and 

remain in the housing market. The net result has been that increasing numbers of young 

people are remaining in, and/or returning to, the parental home into/in their late twenties 

or early thirties. ONS statistics suggest that around 49% of 20-24 year olds now live with 

their parents, 7% more than in 2008. According to Stone et al (2011) young people that live 

in the parental home are in the main students, those in insecure work and those without 

work. 

At the UK level, homelessness amongst young people has also been on an upward trajectory 

since the economic crisis in 2008. Youth homelessness is difficult to quantify. Young people 

over 18 without dependants, particularly outside Scotland, have limited rights to housing. 

Official homelessness statistics are derived from local authority housing statistical returns 

that largely focus on categories of people for whom local authorities have statutory duties. 

So they present an incomplete picture. However, previous research carried out for 

Centrepoint suggest that some 78,000 – 80,000 people under the age of 25 experienced 

homelessness in 2008/09, although the study team cautioned that this estimate excluded 

hidden homeless and the real number was likely to be much higher (Quilgars et al, 2012). 

All forms of homelessness, including youth homelessness, are reported to be on the rise in 

England. Citizens Advice (2014) report that the number of people aged 17 to 24 years 

approaching Citizens Advice because they were homeless increased by 57% between 2007-8 

and 2012-13. The Homeless Link (2014) annual Young and Homeless survey of over 200 

charity and council homeless agencies also suggests that: 

 Homelessness amongst those under the age of 25 is continuing to increase and that over 
half of young people seeking assistance have complex problems such as mental health, 
learning disability, substance misuse or offending behaviour.  

 Charities suggest a fifth of young people had slept rough before they found support and 
that the incidence and duration of sleeping rough is increasing.  

Evidence for Scotland is less clear cut. Scottish Government statistics suggest that the 8,832 

people aged 16-24 were assessed as homeless or potentially homeless in 2013-14, which 

was 44% lower than in 2008-9. This downward trend is widely accepted, but the scale of 

decline is a matter of some dispute. There are concerns that both intentionality homeless 

criteria and the housing options approach are being used to 'gatekeep' the numbers of 

homeless presentations and more specifically the numbers assessed as homeless or 
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potentially homeless. There is also evidence that hidden homeless (sofa surfing) is on rise 

amongst young people in Scotland (Homeless Action, 2014). 

Previous recessions indicate that increases in youth homelessness lag economic effects to 

an extent. Youth unemployment trends for the last 5 years therefore suggest that the 

numbers of young people that become homeless may well continue to rise for the next 2-3 

years. Looking further ahead, Chapman et al (2012) suggest that the by 2020 1.3 million 

more young people will be living in the private rented sector, and that up to 4.97 million 

may be living at home. They also suggest that young people on low incomes, those with 

additional support needs and young families will become increasingly marginalised. The 

study team estimate that the number of young people aged 18-24 following chaotic housing 

pathways, including homelessness, could increase from 75,000 in 2008 to 81,000 in 2020 

(not including the impact of housing benefit restrictions for 18-21 year olds). 

Although much of the literature focuses on the triggers associated with an individual 

becoming homelessness, it is clear that higher youth unemployment, low pay and housing 

market conditions have combined with policy developments to make it far more likely that 

young people who face difficulties will end up homeless. In short, as the Heriot-Watt and 

York University’s Homelessness Monitor shows, the economic downturn, growing housing 

market pressure and welfare reforms are making increasing numbers of young people 

vulnerable to homelessness. 

 

2.2 Factors associated with homelessness 

In their review of causal influences on homelessness, Bramley et al (2014) examined 

individual, household level and area effects and concluded that individual level 

characteristics are the most important factors helping to explain the propensity of people to 

become homeless. They particularly emphasised being a lone parent and being young as the 

most important demographic factors, as well as life events including ill health and 

imprisonment. 

The single most common factor generally cited as being associated with homelessness 

amongst young people is family breakdown. Typically this is the result of long term conflict 

between young people and their parents or other guardians, in some instances involving 

violence. There is evidence that young people from a 'blended family' with one natural and 

one step parent are more likely to leave home at a young age, become homeless and to be 

less able to return home than those from other family types. 

Another common factor associated with homelessness is for a young person to have been in 

the care system. Care leavers are particularly vulnerable to homelessness for a variety of 

reasons. Much of the literature tends to stress care leavers having impoverished support 

networks, limited qualifications, inadequate life and problem solving skills and a tendency to 



7 | P a g e  
 

behave antisocially. Research confirms there is a very clear association between preparation 

before leaving care and 'coping’ after care (Dixon & Stein 2005). The quality of aftercare 

services and the ability to access suitable supported housing can also make a significant 

difference to whether a young person that has been through the care system becomes 

homeless (SCCYP, 2008). It has also been argued by some (see, for example, Fitzpatrick and 

Stephens, 2007; Bramley et al, 2014) that countries such as the UK with well functioning 

housing and labour markets, and welfare safety nets, have a lower incidence of 

homelessness but that the support needs of those who are homeless are generally greater 

than in comparison with countries with weak / narrow welfare systems. 

Risk factors that research studies have repeatedly found to impact on a young single 

person’s likelihood of becoming homeless include: 

 Young People who are NEET (Not in Education, Employment or Training)  

 Disruption or childhood trauma  

 Poverty, unemployment and/or reliance on state benefits  

 Running up rent arrears and being evicted  

 Mental health  

 Bullying and abuse 

 Substance misuse 

 Anti social behaviour and crime (including gang membership)  

Young people’s homelessness is rarely caused by one single isolated event. In most 

instances it involves complex interplay between family, relationships, childhood experience, 

social and economic disadvantage and individual resilience. As Fitzpatrick et al (2013) 

observe, homelessness is typically linked to the presence of a multiple of risk factors 

embedded in personal circumstances and structural processes. 

Various reports by Centrepoint, Crisis and Homeless Action Scotland highlight that young 

single homeless people often do not seek - or if they do seek then do not receive – the 

support they need from local authorities or formal support services. Instead, they get by in 

hidden homelessness situations such as sofa surfing and squatting. Crisis (2013) also suggest 

that in some instances the lack of support is leading some to turn to desperate measures 

including crime and sex work in order to get a bed for the night. 

 

2.3 The detrimental effects and costs of experiencing homelessness at a 

young age 

The experience of homelessness at a young age and a resulting lack of effective support and 

accommodation, often results in people developing insecure life and complex problems in 

later life: 
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 Poor adult health, and in particular poor mental health, frequently has its roots in 
adolescence (see Kessler et al, 2007). 

 Chronic adult homelessness, which is closely linked to tri-morbidity (poor physical 
health, poor mental health and substance abuse), poses a high burden on the NHS.  

It is therefore troubling that Crisis report (2013) that 42% of all homeless people become 

homeless before the age of 20, and around half of those seeking help with homelessness are 

under 25 years of age. 

There are many challenges to understanding and quantifying the financial, human and 

economic costs of homelessness and the cost-effectiveness of homelessness services. 

Several, mainly small scale and localised studies have been carried out, some using Social 

Return on Investment (SROI) style approaches. As Pleace et al (2013) observe, such studies 

provide useful insights and vignettes rather than a robust picture. A limitation of various 

SROI studies is that the assessed financial costs of homelessness and thus the assumed cost-

savings from investment in homeless services are such that they typically report possible 

cost offsets rather than cost effectiveness. 

In 2012 the Department for Local Government and Communities reviewed evidence of the 

costs of homelessness for different services In England, which was intended to provide a 

platform for further research on the financial cost of homelessness. It estimated that the 

cost of homelessness was between £24,000 and £30,000 per person, with a total 

identifiable annual gross cost of up to £1 billion. However, the report stressed that 

identifiable expenditure represented only a proportion of the likely overall costs as it was 

based on the known costs related to local authority costs of carrying out their statutory 

homelessness function and costs it was possible to estimate for single rough sleepers and 

hostel dwellers. 

 

2.4 The inter-relationship between youth homelessness and state benefits 

Many observers suggest that welfare reforms that have so far been implemented have 

already contributed to the increase in homelessness by making it more difficult for poor and 

vulnerable families to cope and by making it more difficult for young people to secure 

and/or sustain a tenancy. 

In terms of specific reforms to housing benefit and other benefits, reports by Crisis and 

Homeless Action that have surveyed local authorities and third sector bodies engaged in 

providing services to homeless people report that: 

 The extension of the Shared Accommodation Rate (SAR) has increased pressure on the 
pool of shared accommodation, making it more difficult for young people under 25 to 
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access private rented housing1. The limited supply of shared accommodation that is let 
at rents at or below the LHA rate for a room in shared accommodation in London and 
some other UK cities is well documented. However, the volume of supply is also likely to 
be problematic in other geographical areas such as rural areas where there are few 
houses of multiple occupation and there is no tradition of people living in shared flats. 

 The fact that the local housing allowance is now uprated by the Consumer Prices Index, 
and by just 1% in 2014-15 continues to weaken the link between housing benefit rates 
and rents charged by private landlords. 

 The large majority of charities and other service providers report that benefit sanctions 
have affected the ability of young people to access accommodation. 

 Over a fifth of homeless agencies in England report that clients have been unable to 
secure exemptions from welfare reforms that their history of homelessness entitled 
them, such as: 

 People that are severely disabled (and receiving the middle or highest care 
component of disability living allowance); 

 Can prove need extra bedroom for a non-resident carer/overnight care; 

 Those leaving care (until age of 22); 

 Those who have lived in a homeless hostel for three months or more before 
moving to the private rented sector, or lived in supported housing provided 
by registered HA or charity/voluntary organisation; 

 Ex-prisoners that have housing arranged under the Multi Agency Public 
Protection Arrangements (MAPPA). 

 The increase in non-dependent deductions has tended to aggravate family disputes and 
pushed parents into deciding it is time for the young person not bringing money into the 
household to leave.  

 The introduction of the 'bedroom tax' and the shortage of one bedroom flats in with 
sharp competition between individuals trying to move on from supported housing.  
Those faced with having to downsize to avoid the bedroom tax or risk falling into arrears 
has made it even more difficult for young people to secure access to social rented 
housing across the UK. 

 

2.5 The prevention policy approach 

Following a growing number of reports that young people struggle to sustain permanent 

tenancies and that the experience of homelessness is damaging, Government policies have 

encouraged local authorities to introduce more preventative measures, including working 

with younger children, often through school educational programmes, and whole families. 

Prevention policies tend to be underpinned by an (often unspoken) assumption that 

                                                           
1
 Moreover, homeless agencies argue that sharing accommodation with strangers can put young people at risk 

of bullying, harassment, exposure to substance abuse or criminal activity. Homeless agencies report that even 
people in their late twenties can fear for their safety in shared flats.  
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remaining in the family home, where it is safe and possible to do so, is in the best interests 

of most young people. Many of the prevention initiatives have focused on housing options 

reviews with young people, family mediation and sometimes the provision of respite 

accommodation to give young people and families a break from the situation and to allow 

emotions and anger to subside. 

A report by Heriot-Watt University (2008) demonstrated that preventing homelessness can 

save money when compared to the cost of helping someone who is already homeless: 

 The cost per person of successful mediation is estimated at 9 times less expensive than 
providing alternative settled accommodation; 

 The cost of home visits are estimated to be 3.5 times less expensive than providing 
alternative settled accommodation; 

 Advice on housing options (e.g. housing benefit, legal advocacy etc.) is estimated at 
around 9 times less expensive than providing alternative settled accommodation. But 
whether this would remain pertinent finding if housing benefit is removed is open to 
question. 

There have been positive developments in the last decade in relation to policies aimed at 

the prevention of homelessness. Mediation by well trained staff in particular has been 

shown to help prevent homelessness: Homeless Action Scotland (2014) report that almost 

half of young people had successfully returned to the family home following mediation and 

other interventions. On the other hand, there are still barriers to effective housing advice 

and provision. Homeless Link (2014) report that a quarter of English local authorities still do 

not offer family mediation. 

The emphasis on homelessness prevention that has dominated policy over the past ten 

years is widely see to have decoupled, or at least weakened the link, between housing / 

labour market conditions and homelessness (Bramley et al, 2010; Fitzpatrick et al, 2012). 

This is also reflected in very recent results reported by Bramley and Fitzpatrick (2014) 

suggesting that housing and labour market conditions play a much weaker role than 

individual and household attributes. However, their study does also find a link between 

structural factors and homelessness. Interestingly, they found that housing market pressure 

and low unemployment raise the probability of lone parents becoming homeless, while the 

opposite is true for single males – homelessness is more closely linked with weak economic 

conditions in housing and labour markets. 

2.6 Other interventions and issues around service provision and capacity  

No matter how effective, preventative approaches are not an option for some young 

people, particularly those without a family home to return or for whom returning to their 

family home is not a realistic option. 
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There is broad agreement that specialist provision for young people such as supported 

housing or other forms of supported living is better than generic hostel provision because it 

offers a safer environment and services tailored to the needs of young people (see Pearce et 

al 2008). However, a major barrier is that there is a shortage of such provision – a recent 

estimate puts the shortage at approximately 15,000 units (Clarke and Burgess, 2012). 

Increasing numbers of homelessness agencies report that they are sometimes unable to 

offer support to young people due to limited capacity. The Homeless Link (2014) annual 

Young and Homeless survey reported that three quarters of charities report they now have 

to turn young people away either because the service lacks the capacity to assist or the 

person's needs are too great. Young people from rural areas can be at a particular 

geographic disadvantage because services tend to be centred in the main urban centres. 

Young people often have to travel long distances (in parts of Scotland upwards of 50 miles) 

to access homeless services and specialist provision. 

Joint working between Children’s Services (Social Work) and Housing Departments to 

support young single people has generally improved over the last decade but those aged 18-

21 still all too frequently fall through the gaps between child and adult services. Services for 

people aged 18-25 are variable and tend to be crisis intervention based. Services often fail 

to meet young people’s specific needs, leaving many struggling to resolve their difficulties 

alone or falling through the gaps between child and adult services. The quality of temporary 

unsupported accommodation offered to young people aged 18 or over has become an issue 

of growing concern. There are also weaknesses in partnership working between local 

authorities and the third sector. These are compounded by funding arrangements and by 

cuts in public funding. 

Current Government thinking is vague about if and when the inability to transition out of 

the parental home starts to become problematic. A recent IPPR (2012) report on the impact 

of the undersupply of housing on young people suggests that under-supply, in combination 

with a number of other social, economic and cultural forces, is stifling the career, family and 

other life plans and ambitions of young people, including those in their late twenties and 

thirties. They also suggest that living in shared housing with strangers has an adverse effect 

on their sense of safety and security. 

 

3. The policy context 

In David Cameron’s speech to the Conservative Party Conference in 2013, it was suggested 

that housing benefit could be cut for people aged under 25. By January 2015 the proposal 

had been modified to cover people aged 18-21 years old on Jobseeker’s Allowance, which it 

was claimed would save an approximate £120m. The Labour Party has also not ruled out 

restrictions on eligibility for housing benefit. They have said that they would reform benefits 
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for young people and introduce a Youth Allowance for 18-21 year olds, which may require 

young people to prove that they cannot live at home in order to receive support with 

housing costs. 

Proposals to restrict benefit eligibility, linked to the expansion of training for young people, 

have a long and chequered history in the U.K. For example, the 1987 and 1989 Social 

Security Acts raised the eligibility threshold for Income Support from 16 to 18 to coincide 

with the introduction of the Youth Training Scheme (YTS) that "guaranteed" a place for each 

school leaver - although full coverage never occurred. Housing benefit eligibility was also 

removed from 16-18 year olds unless they fell into one of the exemption categories, such as 

those with disabilities or with dependent children. Around the same time young people 

aged 18 to 24 began to receive lower rates of Income Support and Jobseekers’ Allowance 

compared with those aged 25 or over. 

The latest proposals therefore follow a long-established pattern of the UK Government 

seeking to re-direct financial responsibility for young people from the state back on to 

parents and the family unit. 

 

4. The scope of this research 

This study is primarily a quantitative exercise, with some triangulation based on qualitative 

methods. The work involves a number of strands: 

 A series of semi-structured interviews organised in three broad case study areas. 

These are intended to provide more in-depth insights as to the importance of 

housing benefit to the safeguarding of young people, and their management through 

supported housing back into mainstream, unsupported housing and work. 

 A simple descriptive analysis including a count of the number of housing benefit 

claimants, and the associated cost, relating to people aged 18-21. This analysis is 

based on DWP statistics, and forms the basis for establishing the maximum possible 

financial savings that might be generated through the withdrawal of housing benefit 

for 18-21s. 

 Econometric modelling (statistical modelling) based on a dataset supplied by a 

registered social landlord focusing on the provision of specialist accommodation for 

young people. The objective of this part of the work is quite simple: to establish how 

many more young people are likely to become evicted through rent arrears, or 

abandon their tenancy, following a withdrawal in housing benefit entitlement. 

 An evaluation of the possible economic impacts of withdrawing housing benefit 

entitlement for young people aged 18-21. This is intended to ask whether the 

headline financial savings to be had through the policy reform are, to some extent, 

offset by negative knock-on economic impacts. 
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5. Qualitative analysis of the proposed housing benefit reforms 

5.1 Introduction 

The qualitative analysis presented in this section is based on a small number (12) of 

interviews with housing advice and homelessness workers / officers, and managers. The 

analysis is designed to provide insights as to the main routes into homelessness for young 

people, and the role that receipt of housing benefit plays in supporting them through 

positive housing, labour market and educational transitions. The analysis is not designed to 

be representative, although it is clear that there are regional differences in circumstances 

and responses to some questions. The research included interviewees in three broad case 

study areas: London, Scotland (Edinburgh and North Lanarkshire), and the North East 

(Newcastle and Sunderland). 

Most of the interviews lasted for between 45 and 60 minutes, and followed a semi-

structured approach supported by a topic guide. Interviews were recorded and transcribed, 

with responses analysed and reported thematically in six main areas: 

 Perceptions of the impacts of welfare reforms that have already occurred; 

 The experiences of young people in the housing and labour markets; 

 Which young people are most at risk of becoming homeless? 

 Perceptions on which groups of people should be exempted from the withdrawal of 

housing benefit; 

 Perceptions of the likely consequences of removing entitlement to housing benefit 

from young people; 

 Suggestions about positive ways in which policy might evolve in the future. 

Although the interviews were transcribed prior to analysis, the discussion in this section 

represents a synthesis of the responses, and we have drawn directly on qualitative data 

sparingly. All quotations have been anonymised as per standard qualitative research 

practice. 

 

5.2 The impacts of welfare reforms that have already occurred 

The growing incidence and seriousness of benefit sanctions arose repeatedly during the 

interviews, and can easily be described as the single most serious issue raised in relation to 

welfare reform that has already occurred. One participant noted that local authorities, 

having statutory homelessness duties, must pick up the costs of rent if a person is 

threatened with homelessness as a result of sanctions – with a presumption that the 
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position might end up being the same if housing benefit entitlement were withdrawn from 

young people. 

Although none of the participants reported firm statistics, there was a general sense that 

sanctions have disproportionately affected young people, with participants describing “a 

large proportion” or even “the majority” of people sanctioned being under 25. (Other 

research has shown that the rate of sanctions for 18-24s is almost double that of claimants 

overall – see House of Commons, 2014). One local authority participant pointed out that the 

rise in sanctions has been coincident with cuts to local authority spending, and an 

associated reduction in the quality and accessibility of information and advice, such as 

through local authority welfare rights services. Another participant mentioned that local 

authority funding constraints mean that community services for adults are being merged 

and rationalised. Some specialist youth services are now being mainstreamed and becoming 

part of generalist services in various parts of the country. Generalised teams may not have a 

specialist member of staff with skills and expertise in working with young people. 

It was pointed out that sanctions may not affect housing benefit directly in many cases, but 

nevertheless have a real impact on the ability of young people to sustain their housing, 

especially where the young person is already subject to the bedroom tax. A worrying strand 

of this theme relates to the widely held perception that sanctions are sometimes excessive, 

and disproportionate: 

 

"Sanctions are a major headache. Young tenants are being sanctioned for all 
sorts of silly things - even attending a job interview and failing to turn up to JCP 
at the same time." 

[Respondent C] 

 

“Organisations working at the coal face are reporting 30% and more of young 
service users have been sanctioned at least once.” 

[Respondent F] 

 

“People are sometimes sanctioned literally for being 5 minutes late to an 

appointment.” 

[Respondent J] 

 

There are also concerns around the appeal process: while claimants have something like 28 

days to appeal, participants reported that there does not appear to be any specified time 
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limit on DWP to carry out a review and notify the claimant. Another participant pointed to 

difficulties in the interface between Jobcentre Plus, sanctions, and eligibility for other 

benefits, saying that some clients were described in JCP data as having come off benefits, 

when in fact they had been sanctioned.  

The widening of applicability of the shared accommodation rate was cited as a real problem 

by participants in Scotland and in London. Although there was argued to be no real culture 

of shared living in Scotland outside student/graduate groups, it was also noted that private 

landlords are not keen on this form of provision either. Specific to Scotland, it was noted 

that the HMO legislation does not lend itself to shared flats because many properties cannot 

be cost effectively modified to meet the regulative requirements. One London participant 

noted that shared accommodation rate (SAR) is generally very poor, and young people 

moving into such housing often encounter problems with other residents: 

 

“There are many problems in London with affordability. Even in the areas that are a 

bit cheaper, where you might find something at the LHW rate… It’s a bit of a self-

perpetuating pattern because they tend to be at the low end of the market. Much 

poorer quality private accommodation… increases the risk of repeat homelessness. 

More chaotic households that are completely unmanaged… I’ve heard some real 

horror stories from people moving into the private sector: other tenant’s behaviour 

being an issue. You might be 22 or 23 but living with some people who are in their 

40s and may have their own issues regarding drink or drugs…”   

[Respondent K] 

 

It is also worth noting that there is evidence that the supply of affordable shared properties 

is very low. Homeless Link (2013) reported that only 5.5% of more than 55,000 property 

listings they examined were affordable to SAR housing benefit claimants and that only 2% of 

listings explicitly stated that landlords would rent to benefit claimants. 

Participants in some other case study areas also noted that there are many illegal HMOs, 

with some landlords simply not understanding the legal requirements and creating HMOs 

unintentionally. Others talked about the lack of housing opportunities more generally, 

arguing that there is insufficient supply of housing of the size, quality or price needed to 

meet needs. Although social rented housing remains the preferred choice for most young 

adults being supported to exit homelessness, it is now very difficult to access social rented 

housing in many parts of the country. Edinburgh and Aberdeen were cited as problematic in 

Scotland, while the issue was seen as a particularly acute problem by London participants. 

However, in some parts of the country, subject to weaker housing demand, private 

landlords are seen as willing to engage with local authorities and with young person 
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services/homeless services, to accept smaller deposits and take tenants on benefits because 

housing benefit renters are a bigger part of the local market. 

The bedroom tax was seen to have made social renting unaffordable in many areas given 

that there are relatively few one bedroom units in the social rented sector outside of 

specialist units. Meanwhile, access to the private rented sector is highly variable by location. 

In high demand areas, young people on benefit are the least desired tenants and low LHA 

rates compound the problem. One participant talked about a great deal of working having 

been done by housing benefit staff and housing providers to look at ways to get around the 

bedroom tax by redefining properties as having two rather than three bedrooms, but that 

there has been a great deal of variation with some housing benefit officers being more rigid 

than others.  

Returning to sanctions, it was noted in some interviews that many young people are very 

vulnerable and consequently are either reluctant or else generally struggle to know how to 

engage with Jobcentre Plus (JCP). Many do not state that they are homeless or living in a 

hostel. While some of the better hostels and homelessness services try to engage with JCP 

on behalf of young residents to ensure they get the right support and services, the 

effectiveness seems to be patchy. Another participant pointed out that sanctioning has a 

ripple effect, or lagged effect, because even after the sanctioning period ends, they have 

rent arrears, fuel debt and other domestic debts to deal with. 

 

5.3 Young people, housing and labour markets 

The idea that young people have a much more difficult path to follow in both housing and 

labour markets was a particularly common and recurring theme in almost all the interviews: 

“Young people have never had it so bad. Young people no longer have the 
option to buy; young renters are being more and more pushed into the private 
rented sector, but the sector cannot absorb everyone. Everything is just being 
left to market forces. There is no strategy and no real thought is being given 
about the role of the PRS, whether it can provide the sorts of accommodation 
young people want or require across the country.”  

[Respondent A] 

 

Interviewees in the London and Edinburgh case studies pointed out that the housing market 

is very difficult to access for young people under 35, let alone those under 25, since people 

are unlikely to be in well-paid employment. There are few options to buy and the private 

rental market is not looking to house housing benefit claimants (as mentioned earlier, 

Homeless Link, 2013, reported that only 2% of more than 55,000 property listings they 
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examined stated explicitly that landlords were prepared to rent to claimants). Much of the 

PRS shared housing is geared to the student market and the LHA is set too low. 

 

“Rents are going up phenomenally in London. At one time your rent was one twelfth 

of your wages. Now it’s sometimes two thirds of your wages. We are desperately 

looking for places to rent for £80 to £100, but I tell you what: they’re not very nice.” 

 [Respondent J] 

 

Interviewees described the social rented sector as heavily oversubscribed in general, 

pointing out that (in Edinburgh) homeless applicants are given similar status to those who 

are over-crowded, are under-occupying, or living in dwellings scheduled for demolition. One 

applicant noted that to stand any chance of being housed by the local authority, a young 

person would need to stay in a hostel for a year. Many young people give up on hostels and 

start sofa surfing or access the private sector. However, since the sector is so expensive, 

young people often end up homeless again later. 

In both Edinburgh and London, it was pointed out by several participants that the private 

rented sector (PRS) rents are very high and with housing benefit 'shared accommodation' 

rate so low it is very difficult to find shared places. If a young person becomes eligible for 

the one bed rate of local housing allowance (LHA) rate for a PRS property (e.g. after a stay in 

temporary accommodation) and can find a one bedroom property then they are still faced 

with hurdles of finding a deposit, paying a month’s rent in advance, and finding a landlord 

willing to accept a housing benefit tenant and to face the long delay that can affect a 

housing benefit claim. 

One participant pointed out that there are obvious financial implications to a local authority 

accommodating people in homeless accommodation for longer and longer periods of time, 

but also voiced concern about the negative impact it can have on the wellbeing of the young 

person. 

 

5.4 Which young people are most at risk of becoming homeless? 

Relationship breakdown was undoubtedly the most commonly cited factor leading to young 

people becoming homeless – normally breakdown of the parental relationship, but also 

sometimes the end of the relationship with a partner. Abusive relationships were also cited. 

Young people often have health issues - more commonly mental health issues rather than 

physical - and some have drug/substance abuse problems. Most have severe financial 
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problems. Participants also pointed out that young people who were once in care are 

disproportionately represented in the homeless community. 

 

“Some young people leaving care are on the street; a few have made lifestyle 
choices we would very much wish they had not made; but as corporate parent - 
just like real parents - we have to accept young people have the right to make 
their own choices and to learn from their mistakes and to be there to support 
them and pick up the pieces." 

[Respondent D] 

 

The law surrounding the transition from childhood to adulthood differs north and south of 

the border. In England and Wales, people are generally seen as children when they are aged 

under 18. In Scotland the law is less exact because young people can do number of things at 

age 16 such as apply for social housing and sign their own tenancy agreement. 

In addition to the issue of relationship breakdown, there was a real sense from some 

participants that young homeless people are often from a very chaotic background, even 

going so far as to say that, in some cases, parents had followed a similar path and saw that 

pathway as the way that you learn. Specifically in relation to care leavers, one participant 

noted that a number of them, when they are able to leave care, want to return home or to a 

relative but that there is then a high likelihood these arrangements breakdown, sometimes 

very quickly. 

Participants working in or with experience of managing hostels noted that many young 

people passing through hostels are not in employment, education or training, or are on zero 

contract hour contracts. Many have difficult relations with their parents; many experience 

or have experienced relationship breakdown. Parents are not always supportive, but can be 

manipulative and exploitative:  

 

"A few years a former hostel manager told me that one young lad's parent 
hung around on giro day and demanded money from the son. He was really 
threatened by his parents." 

[Respondent B] 

 

Other participants also talked about the occasional difficulties involved in having parents 

provide evidence of estrangement: 

 



19 | P a g e  
 

“They have to have a letter or go through mediation.” 

[Respondent J] 

 

“Quite often it’s not appropriate for them to go back to their Mum and Dad to ask for 

a letter saying you can no longer accommodate me, for obvious reasons.” 

[Respondent K] 

 

Other participants talked about young people who had thought that they can make it on 

their own, before finding that maintaining a tenancy and living independently is much 

harder than they thought. Others have mental health issues and find it difficult or simply try 

to avoid engaging with support, making the process of completing housing benefit claims 

very difficult. Another participant suggested that the housing benefit system, and even 

entitlement, is not well understood by young people. 

Zero hour contracts are generally seen as a real problem in that there is a need to frequently 

review housing benefit claims. Many young people do not understand the need to notify if 

hours increase: 

 

"Young people do not always understand that if earn more then they have to 
pay more rent. It's frustrating all round because we do not want to put people 
off working." 

[Respondent B] 

 

5.5 Who should be exempted from the removal of housing benefit entitlement? 

Pregnant women, lone parents, couples with dependent children, young people leaving 

care, those leaving prison or other offenders’ institution, people in supported housing such 

as hostels, and young people living in any temporary or emergency housing were all put 

forward by almost every participant as critical exemption categories for any withdrawal of 

housing benefit for 18-21s. 

Other suggestions put forward included: 

 Young people who have left home and have been working or supporting themselves for 
2-3 years and not claiming benefit. This would include students that have lived away 
from home. 
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 Economically active students who are eligible for housing benefit at present (this is a 
minority of students – some students in further education, and working part-time 
students). 

 Young people who are already in their own accommodation (in other words, a 
suggestion for transitional arrangements to protect young people already in their own 
accommodation).Young people already in supported housing, hostels or temporary 
housing. 

 Young people moving on from housing in any of the categories above (otherwise, the 
system would not be able to move people through). 

 

One participant pointed out that if the exemption categories were very tightly defined to 

include only two or three groups then a lot of supported housing / hostels would go out of 

business as they would essentially not have sufficient revenue to operate. 

 

5.6 What are the likely consequences of removing entitlement to housing benefit for 

young people? 

 

Asking participants to think about the possible consequences of withdrawing housing 

benefit entitlement for 18-21s elicited very strong, and in many case passionate, responses. 

It was notable that no participant found it possible to make any positive comment about the 

idea: 

 

"Housing benefit is a lifeline for young people; life would be very precarious for 
young people not in exempt group."  
 
"It would be catastrophic. Services are already creaking at the seams and 
funding is becoming an ever growing problem for many of our third sector 
partners." 

 [Respondent C] 

 

"The removal of housing benefit would perhaps not affect care leavers but it 
would lead to an increase in homelessness, huge pressure on local authority 
services and supported housing services for young people, as well as leaving 
many in dangerous and risky situations. This would obviously have knock-on 
impacts on young people leaving care - for one thing there would be even more 
pressure on supported accommodation."  

[Respondent D] 
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“The street homeless population will rocket.” 

“This will not mean that young people will stay at home. There are circumstances 

where young people, no matter what happened, cannot stay at home. Either abuse, 

or they are sick to death of being carers, or there’s people at home who at beating 

them up. Most of my young people leave home because they have very little choice.” 

[Respondent J] 

 

Several of those interviewed noted that there are services for young people up to 21 and up 

to age 25, but that many services tend to focus on people under 18. So there is a lack of 

provision of services that might support people aged 19 to 21 in particular. One interviewee 

felt that impacts on 18-21 year olds could be more severe than expected based on 

experience of dealing with 16-17 year olds, because people aged 18-21 are unlikely to be 

used to getting support, and less likely to know where to turn to get help navigating systems 

and accessing services. This older client group may be less willing to open up and give the 

information needed to make an exemption case. This participant also pointed out that it 

takes time to access and build up the information likely to be needed to make an exemption 

case.  This raises serious questions about what would happen to the young person during 

the assessment period. 

Participants described housing benefit as being critical for people up to the age of 21 given 

the low wage rates and temporary nature of most employment opportunities for younger 

adults. Some cited recent direct experience of sanctions as reinforcing the strong likelihood 

that removing housing benefit for 18-21s would simply result in more rent arrears, tenancy 

failures and homelessness. Others talked about an inevitable increase in street 

homelessness among young people, and of having to rely on shelters for accommodation:  

 

"When did a night shelter become a realistic, viable housing option for an 18 
year old?"  

[Respondent E] 

 

It is important to note that even emergency and supported accommodation requires 

housing benefit to operate. So if these services were not exempted from the cut to housing 

benefit for 18-21 year olds, this age group would be left without access to even the vast 

majority of homelessness services. 
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Other comments and responses looked a little further ahead than the direct and immediate 

consequences, with some suggesting that many charities would necessarily re-align their 

services to focus on under 21s. This would mean that opportunities for the age 21-24 to 

access supported housing would become more limited, and there would be a knock-on 

displacement effect of that client group into the unsupported, private rented sector, 

accommodation. Another participant talked about wider economic consequences: 

 

“The proposed change in policy direction would lead to a spike in homelessness 
and increase costs of other services that would need to try and deal with the fall 
out.” 

[Respondent F] 

 

A different interviewee pointed out that withdrawing entitlement to housing benefit will not 

prevent young people aged 18-21 from leaving home, but it will discriminate against them 

and increase numbers of homelessness and costs for local authorities, service providers and 

have knock-on costs for society more generally – such as people being forced into crime. 

It was noted that in Scotland there would be a need to take into account the 

implementation of the Children and Young People (Scotland) Act 2014 provisions regarding 

aftercare and continuing care. If young people have to make a homeless presentation then 

they will have to be provided with accommodation by the local authority, and the cost 

would ultimately fall on local authorities: 

 

“How can young people move on from temporary accommodation? Are they to 
remain there until they come of age to apply for housing benefit?” 

[Respondent E] 

 

Following the theme of economic consequences, other participants noted the negative 

impacts of having unstable accommodation in terms of a young person's ability to access 

and maintain further education, training opportunities or employment. Another pointed out 

that if young people are able to access housing benefit while earning an income then the 

priority would be to support young people to access and maintain employment. The down 

side is that the young person could quickly become homeless again after having accessed 

housing if they were to become unemployed because they would lose eligibility for housing 

benefit again. 
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5.7 How should the policy evolve? 

A clear message from those interviewed is that if housing benefit entitlement is withdrawn 

for some young people then there is a need for protocols and processes to ensure that 

eligibility is not incorrectly removed, and that the risks to young people of becoming 

homeless are minimised. As Universal Credit is rolled out, these protocols would need to 

include DWP. 

One interviewee suggested that the ‘digital by default’ approach being adopted for 

Universal Credit might not work for more vulnerable young people - reflecting experience in 

terms of errors in housing benefit forms. Young people do not always have access to 

computers, and it is not practical to complete forms on a mobile phone. Some supported 

housing and hostels have shared computers, but they are often in open areas and not very 

secure for logging personal details. There are other potential problems associated with 

literacy. 

There is a lot of focus in Scotland on preventing homelessness, including family mediation 

and family support for 16-17 year olds. The policies have positive outcomes for many and 

mediation can make a real difference in enabling families to overcome tensions and 

difficulties, allowing a young person to stay or return home. Where returning home is not 

possible it can improve relations and mean parents provide support that help a young 

person maintain a tenancy. However, there are instances where homelessness is deferred 

rather than prevented. The problem is that once support is withdrawn the person is left 

vulnerable and tensions re-emerge, and they can then become homeless at 18-19 years old. 

In London, participants placed a great deal of emphasis on the general lack of housing 

supply – noting the over-whelming level of demand for housing, that there is very limited 

social rented supply, and that most private landlords do not wish to take on housing benefit 

claimants. 

 

5.8 Concluding remarks 

The purpose of the qualitative research was to provide detailed, in-depth views about the 

ways in which housing benefit currently operates and supports young people. The research 

was designed to yield further insights as to the economic impacts that might occur should 

housing benefit entitlement be withdrawn for young people – particularly those aged 18-21. 

A number of possible impacts were cited by participants, including a rise in rough sleeping, 

increased reliance on emergency accommodation and a loss of wellbeing arising from very 

poor quality accommodation, and from living in shared accommodation. Above all, many 

participants stressed that returning to the parental home, or not leaving it in the first place, 

is simply not an option for many young people living in supported accommodation. 
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To provide additional detail on the positive ways in which housing benefit can help support 

young people in the housing and labour markets, one participant offered a series of case 

studies or vignettes. These are provided, for information, in appendix A. 

 

6. The financial case for reform 

The Conservative Party’s outline proposals for withdrawing entitlement to housing benefit 

for young people have been heavily revised downwards on several occasions since the 

Prime Minister’s speech on 25th June 2012 (see House of Commons Library, 2014). The 

proposals initially concerned a substantial group of people defined as all those under 25 not 

in employment, education or training. During the 2014 Conservative Party conference, the 

proposals were scaled back to concern new applicants aged 21 or under. More recently 

(January 2015), the proposals have narrowed further to focus on 18-21 year olds claiming 

Jobseeker’s Allowance (JSA). Table 1 summarises annual housing benefit expenditure on 

young people based on cases for June to September 2014. 

 

Table 1 Amounts currently spent on housing benefit for young people (£M) 

 18-24 18-21 

Employment support allowance (ESA) 243.88 96.23 
Income Support (IS) 693.69 293.81 
Job Seeker’s Allowance (JSA) 280.34 128.14 

Source: DWP Stat-Xplore, authors’ calculations2 

 

The figures show that just over 25,000 young people on Jobseeker’s Allowance aged 18-21 

claimed housing benefit in 2014, at an approximate cost of £128 million. The total for all 

those aged 18-21 was just under £520 million, while the total housing benefit cost for all 

recipients aged 18-24 was just over £1 billion. 

Although it is widely accepted that some young people would need to be exempted from 

the proposed cuts to housing benefit eligibility, there has been very little by way of detail 

regarding possible exemption categories. There have been suggestions that cuts might apply 

only to single people, or people without dependents, and that vulnerable people such as 

care leavers might be protected. But none of these ideas have been formalised. 

                                                           
2
 ESA claimants are generally either ill or disabled, or are undergoing assessment. IS claimants are 

economically inactive, i.e. unable to work, for example because they are lone parents with very young 
children. JSA applies to unemployed people looking for work, or working less than 16 hours per week. 
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Breaking down the DWP figures by possible exemption categories (such as care leavers, lone 

parents, families with dependents, and so on), is not possible due to the design of the 

housing benefit data source (House of Commons Library, 2014). However, some 

approximations are possible by referring to other data sources, bearing in mind that there is 

no single, ideal data source containing information pertinent to the exemption categories 

that is representative with respect to the population of housing benefit recipients. Perhaps 

the closest option is the dataset collated under the Supporting People programme. 

The qualitative aspect of the research discussed earlier also involved asking participants 

what exemptions they felt would be needed in order to mitigate the most severe of the 

negative effects of the policy. Responses indicated that pregnant women, lone parents, 

couples with dependent children, young people leaving care, those leaving prison or other 

offenders’ institutions, people in supported housing such as hostels, and young people living 

in any temporary or emergency housing were all put forward by almost every participant as 

critical exemption categories for any withdrawal of housing benefit for 18-21 year olds. 

There would also be a need to exempt young people who are estranged from their families, 

as they will not have the option of returning home to them.  While some of these will 

benefit from a supported housing exemption, there will be others who go straight into 

independent housing or who have moved into independent accommodation following a 

stay in supported housing.  Unfortunately, there are no data available to estimate how 

many young people would belong to this exemption so we cannot cost by how much an 

exemption for this group would reduce the overall savings. But given that thousands of 

young people leave supported housing every year, it is likely to be a significant group. 

Young people in work have already been effectively exempted by proposals to limit the cut 

to young people on Jobseeker’s Allowance.  But other suggested exemptions put forward 

included young people who have left home and have been working or supporting 

themselves for 2-3 years and not claiming benefit, in line with a contributory principle. This 

would include students who have lived away from home.  

Young people who are already in their own accommodation (in other words, a suggestion 

for transitional arrangements to protect young people already in their own accommodation) 

and young people already in supported housing, hostels or temporary housing were also put 

forward as important exemption categories. 

Data available through DWP’s Stat-Xplore tool provides only basic information on the 

circumstances of young people on benefit (age, working status, benefit status, household 

type). It is not possible to triangulate the DWP data with information on, for example, 

housing type, whether claimants benefit from support services, whether claimants have left 

care or suffered relationship breakdown or domestic violence, for example. As a result, we 

cannot be entirely sure how many people might be exempt. However, we do know the 

proportion of claimants with dependents. We can also infer from Supporting People data, 
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what proportion of 18-21 year old people claiming housing benefit also receive support 

services, or live in supported housing. Table 2 summarises the proportion of cases in the 

supporting people data that can clearly be attributed to a short list of possible exemption 

categories. 

 

Table 2 Proportion of Supporting People cases in possible exemption categories 

Possible exemption category 18-21 

Leaving care, prison or other offenders 9.0 

Lone parents and families with dependents 6.8 

Disability or mental health problems 1.2 

In supported accommodation  52.4 

Risk of violence from family or partner 2.8 

With support needs, drug or alcohol problems 12.1 

People in more than one exemption category 6.5 

 

In order to avoid double counting, people belonging to more than one possible exemption 

category were assigned a separate code (shown at the bottom of the table). The list shown 

above is far from exhaustive. It is not possible to readily identify those in severe financial 

hardship, pregnant women, people living in overcrowded accommodation with their 

parents, young adults without living family members, people having been granted refugee 

status but with no family in the country, or a range of other possible exemption categories. 

The data allow us to infer what proportion of the population of housing benefit recipients 

might be in exempted groups, and our estimate is that the headline financial savings would 

fall to under £80m as a result of such exemptions, as shown in table 3. 
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Table 3 Headline savings, and adjusted savings after costable exemptions 

 £m 

Headline saving  128 

People leaving care, prison or other offenders 3.0 

With a disability or mental health problems 0.4 

Lone parents 5.0 

At risk of domestic violence 0.9 

Families 10.5 

With support needs, drug or alcohol problems 4.0 

In supported accommodation 17.7 

People in multiple exemption categories 8.3 

Young people estranged from their family (unknown) 

Estimated savings after costable exemptions 78.3 

 

 

Thus, the analysis suggests that although there is a potential headline saving of around 

£128m from the withdrawal of housing benefit for young people aged 18-21 claiming JSA, 

the necessary exemptions once applied have the effect of reducing this potential saving 

considerably (to under £80m). Of course, there are also likely to be negative economic 

consequences – an issue explored more fully in the next section. 

 

7. The economic impacts of reform 

7.1 The Green Book principles for estimating economic impact 

As briefly noted in the introduction, the Government already provides detailed guidance on 

assessing economic impacts of investments, interventions and policy options (see HM 

Treasury, 2014). The Green Book provides a number of case studies, or more detailed 

demonstrations of the application of Treasury principles on economic evaluation. For 

example, there are annexes on the valuation of non-market impacts, on factors specific to 

land and buildings, and distributional impacts. Although there is an annex on government 

interventions generally, the emphasis is on regeneration. Indeed, the extension of Green 

Book principles to the justification and evaluation of area-based regeneration interventions 

is a relatively well-developed area in the literature, having been of interest to the 

Government throughout the 1980s, 90s and 2000s. There is no specific guidance in the 

Green Book about the evaluation of economic impacts arising from cuts in public spending, 

or withdrawal of services. In this respect, the Green Book guidance has arguably become 

dated and would benefit from some fresh case studies, and demonstrations linked to public 

spending cuts. 
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Nevertheless, the essence of the Green Book still holds, and the essence is that an economic 

evaluation should extend beyond a simple financial appraisal and consider losses and gains 

attributable to interventions (or withdrawals of an intervention). We can define a ‘market 

failure’ as a situation in which goods or services that would be of net benefit to society are 

not provided by the market. The meaning of ‘net benefit’ is simply that the economic 

benefits outweigh the economic and financial costs of provision. Market failures arise for a 

number of different reasons, but leading causes include situations in which many of the 

economic benefits are external to production or consumption, or the financial costs mean 

that provision is not financially viable even though positive economic impacts would be 

high. For example, in a regeneration context, the redevelopment of a particular site might 

be financially unattractive to the private sector, but its redevelopment would have many 

positive economic impacts to society. 

A state failure or government failure is more difficult to define because it may include a 

range of circumstances. Perhaps the most obvious one is an intervention directed to remedy 

a market failure which then exacerbates that failure, or causes inefficient allocation of 

resources. For example, a regeneration initiative might cause a state failure if a building is 

constructed in a location which is inefficient for a company locating in that building. 

However, failure to intervene in the market might also constitute government failure if the 

consequences of intervention are substantial and positive, and the financial costs of so 

doing are less. As mentioned above, the Green Book is strongly focused on the analysis of 

new interventions, rather than the withdrawal of existing interventions and policies. 

However, we can also define a government failure as including a situation in which the 

negative economic impacts of a new policy, or withdrawal of an existing one, out-weigh the 

positive economic impacts including financial savings of so doing. This question lies at the 

heart of the analysis in this particular section of the report. 

 

7.2 Applying these principles to withdrawing housing benefit for young people 

This section emphasises the findings of a strand of statistical analysis designed to allow 

informed conclusions to be reached about some possible, but narrowly defined, 

consequences of the withdrawal of housing benefit entitlement for young people. The 

analysis centres on two proportional hazard models that were estimated with the benefit of 

access to a unique dataset provided by a registered social housing provider focused on the 

provision of specialist accommodation for young people. The models are estimated using 

Cox Regression, and are designed to test whether each of a number of factors or variables 

influences the probability and timing of a certain outcome or event. In fact, there are two 

models – for reasons that will become obvious – with the dependent variables specified as 

follows: 
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Model 1 The outcome variable is defined as 1=individual person ceased being a client, 

and that this was a planned exit, vs 0=individual person remains a client. 

Model 2 The outcome variable is defined as 1=client was evicted for rent arrears or 

abandoned the tenancy, vs 0=individual remains a client. 

In other words, the modelling strategy takes into account that the departure of individuals 

as supported clients generally reflects planned events or success stories, and that the status 

of an individual as a client is often designed to be a relatively short-lived status. Having 

conditioned the sample in this way, the remaining question which is of research and policy 

interest is as follows: 

 Is there a link between the housing benefit entitlement of clients, and the propensity 

of clients to become evicted through rent arrears or otherwise abandoning the 

tenancy? 

And… 

 If such a link exists, is it different for young people aged 18-21? 

The dataset assembled for the statistical analysis included the following variables: 

Variables relating to experiences prior to becoming a client: 

 Statutorily homeless but not owed a duty 

 Statutorily homeless and owed a duty 

 Other type of homeless 

 Was in temporary accommodation before letting 

 Was in a children’s home before letting 

 Was in supported housing before letting 

 Was in a direct access hostel before letting 

 Was in prison or other institution before letting 

 Was rough sleeping before letting 

 Left prison 

 Left base through domestic violence 

 Non-violent relationship breakdown 

Variables based on snapshots at four weekly intervals through the period in which each 

individual was a client: 

 Housing benefit pays 75%+ of rent 

 Housing benefit pays 50% of rent 

 Housing benefit pays 25% of rent 
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Other variables capturing educational status, life events and labour market status: 

 Ever slept rough 

 Male 

 Ever been in prison or YOI 

 Ever been convicted of an offence 

 Ever stayed in a B&B 

 Ever been the victim of a crime 

 In EET 

 Working part-time 

 Not seeking work 

 In full-time education 

 Working full time 

 Long-term sick or disabled 

In addition, a new variable was coded and defined as 1=client’s tenancy ended through 

abandonment, eviction for rent arrears or surrender, and 0 otherwise. 

Tables 4 and 5 summarise the econometric (statistical) estimation results. The first model, 

shown in table 4, relates to the baseline model. The model is designed to include statistically 

significant variables only. We can think of these variables as either delaying or bringing 

forward the event (the natural termination of a client’s tenancy). The underlying assumption 

is that the probability of an event occurring increases over time, i.e. the longer an individual 

is a client, the more likely it is that he/she will exit, whether in a planned or unplanned way 

– the latter being defined as an abandonment / surrender or eviction for rent arrears. The 

variables included in the model either bring forward or push back the defined event, or else 

have no effect (are statistically insignificant). Insignificant variables are excluded from the 

model one step at a time and the model is re-estimated. This process continues until the 

model contains only statistically significant variables (a ‘parsimonious’ model). Coefficients 

are shown in the second column of each table. Positive values indicate that the variable 

brings forward the defined event, while those with negative signs can be interpreted as 

delaying the event. 
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Table 4 Baseline proportional hazard model of propensity to cease as a client 

Variable Coefficient 

Proportion of rent paid by housing benefit -0.182 * 

Statutory homeless and owed duty on entry 0.242 *** 

Other homeless on entry 0.255 *** 

Direct access hostel before letting 0.376 ** 

Other institution before letting 0.756 *** 

Relationship breakdown 0.315 *** 

Ever slept rough 0.454 *** 

Age -0.158 *** 

Ever been convicted of an offence 1.119 *** 

Every been the victim of a crime -0.315 *** 

In employment, education or training -0.480 *** 

Working part-time 1.741 *** 

Not seeking work 2.429 *** 

In full-time education 1.835 *** 

Locational dummy variable 0.200 ** 

No. of subjects 1,298  

No. of failures 821 
 Time at risk 11,281 
 LR chi2(15) 654.78  

Log likelihood -4917.61  

 

The results suggest that clients presenting / being housed in one area covered by the 

dataset tend to leave supported accommodation earlier than clients based elsewhere. 

Interestingly, only one locational dummy variable was found to be statistically significant, 

although other locational dummy variables were also tested. Other attributes associated 

with earlier planned leaving include: 

 Working part-time, not seeking work or in education 

 Ever been convicted of an offence 

 Ever slept rough 

 Being younger (i.e. 17-19 rather than 20s) 

 Having been assessed as statutorily homeless and owed a duty before letting 

 Being homeless before letting 

 Having been in a direct access hostel before letting 

Meanwhile, attributes associated with later planned leaving include: 

 Ever been the victim of a crime 

 In EET 

 Having a higher proportion of rent covered by housing benefit 
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The interpretation of the housing benefit variable obviously requires great care. On the face 

of it, recipients with a higher proportion of rent paid by housing benefit take longer to exit 

the system in a planned way. However, there is clearly a correlation between need / 

circumstances, and housing benefit amounts awarded. Therefore, it is likely that the 

coefficient on this variable is, in fact, a proxy for unmeasured need and circumstances such 

that it is not possible to make a simple assertion that housing benefit encourages longer 

stays in supported accommodation. 

The model summarised in table 4 is intended to provide a baseline, as explained earlier. The 

results of a micro-simulation, presented later in this section, rely on the interaction of two 

models. The second one relates specifically to tenancies coming to a premature end – 

through eviction for rent arrears, or abandonment. The estimation approach is identical to 

that used for the first model, and the results are summarised in table 5. 

 

Table 5 Early termination proportional hazard model 

Variable Coefficient 

Proportion of rent paid by housing benefit -2.547 ** 

Statutory homeless and owed duty on entry 0.533 *** 

Relationship breakdown 0.772 *** 

Ever been in prison 2.129 * 

Ever been convicted of an offence 2.178 *** 

Working part-time -1.937 *** 

Housing benefit pays 40 to 49% of rent 1.391 ** 

Housing benefit pays 50%+ of rent 1.473 ** 

No. of subjects 562  

No. of failures 62  

Time at risk 5,496  

LR chi2(12) 88.2  

Log likelihood -298.556  

 

It is immediately apparent that model 2 is much simpler than the first, being based on a 

smaller number of cases, and with a narrow set of predictors. To qualify for entry to the 

dataset used to estimate the second model, tenancies had to be live, or have ended through 

rent arrears eviction or abandonment during the study period. The most interesting aspect 

of the results is that the negative coefficient on the proportion of rent paid by housing 

benefit is much larger in absolute terms – i.e. decreasing housing benefit entitlement has a 

larger effect on an individual’s chance of being evicted than on their chance of an early 

planned departure.  

However, although this suggests a much stronger relationship between housing benefit 

award and propensity for a tenancy to end than observed in the baseline model, care must 

be had in interpreting this specific coefficient too directly. This is primarily because several 
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other variables are also important, including flag or dummy variables signalling that housing 

benefit pays 40-49% of rent, and another signalling that 50%+ of rent is paid by housing 

benefit. There are also interactions between these variables and the ‘working part-time’ 

variable. Taking all of these factors together, the results suggest that although higher 

housing benefit awards reduce the likelihood of eviction, there is a significant disruption to 

this effect as recipients enter the realm in which 40% or more of rent is being paid by 

housing benefit. This is presumably related to the taper or rate at which housing benefit is 

withdrawn, reflecting labour market earnings.  It should be stressed that these ‘transitional’ 

factors are in addition to the main effect that decreasing housing benefit entitlement 

increases the chance of eviction or abandonment. In other words, the transitional effects 

that occur when an individual is moving off benefit exacerbate rather than replace the 

impacts of reduced housing benefit entitlement on their overall chance of being evicted. 

The effects can be illustrated by calculating the tenancy survival probabilities of clients 

assuming different housing benefit entitlements. To help simplify the analysis, this exercise 

is carried out for three hypothetical cases, or vignettes: 

 Vignette 1 - 19 year old, working part-time, in emergency hostel before letting, 

previously slept rough, relationship breakdown; 

 Vignette 2 - 18 year old, in education, previously slept rough, previous offender; 

 Vignette 3 - 20 year old, not seeking work, previously slept rough, previous offender, 

been a victim of crime, suffered relationship breakdown. 

The first demonstration draws on the results of the baseline model, i.e. the graphs show the 

tenancy survival probabilities on the assumption that when the probability falls below 50% 

(on the Y axis of the graphs), the tenancy ends in a planned or positive way. 

 

 
Figure 1 Tenancy survival probabilities for vignette 1 over time (in weeks) 
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Figure 2 Tenancy survival probabilities for vignette 2 over time (in weeks) 
 

 

 
Figure 3 Tenancy survival probabilities for vignette 3 over time (in weeks) 
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been used, but instead the simulation simply focuses on the proportion of rent paid by 

housing benefit, and the predicted survival probabilities. These predictions are summarised 

in figure 4. 

 

 
Figure 4 - Tenancy survival probabilities based on proportion of rent paid by housing 
benefit 
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microsimulation. The microsimulation itself worked as a series of steps or calculations. For 

each of the 1,360 young people, the following steps were followed: 

 Assuming the client had just entered the system, how many weeks would pass 

before that young person exited naturally (predicted by model 1). 

 Does the young person’s tenancy survival probability (predicted by model 2) fall 

below 50% during the expected natural / planned life of the tenancy? If so, this 

person is assumed to become a rent arrears eviction case even in the absence of 

housing benefit reform. 

 We cannot predict exactly the impact of withdrawing housing benefit from these 

individuals on their overall chances of eviction or abandonment, as we cannot create 

the counterfactual in reality and measure the effect. However, as a proxy for the 

effect of transitioning from having housing benefit to not having housing benefit, we 

can impose the negative effects of housing benefit eligibility occurring at the 40-49% 

and 50%+ points of the housing benefit receipt distribution. So this negative impact 

is added to each young person’s calculation of the hazard of early termination, and a 

new rent arrears / abandonment prediction is made using model 2. 

 The incidence of rent areas evictions / abandonments before and after the housing 

benefit reform are compared. 

 

Table 6 Predicted rent arrears evictions / abandonments 
 Before reform After reform 

Age Not terminating 
early 

Predicted to 
terminate early 

Not terminating 
early 

Predicted to 
terminate early 

16 11 0 6 5 

17 138 18 122 34 

18 277 36 193 120 

19 326 3 271 58 

20 218 2 158 62 

21 130 7 107 30 

22 72 0 65 7 

23 87 0 86 1 

24 18 0 18 0 

25 17 0 15 2 

 

The microsimulation includes all young people aged 25 or younger, and the withdrawal of 

housing benefit leads the models to predict 319 rent arrears cases compared to the baseline 

number of 66. For young people aged 18 to 21, the prediction is for 270 compared to 48 in 

the baseline. In other words, the model predicts that: 

 



37 | P a g e  
 

Withdrawing housing benefit for 18-21 year olds would lead to a six-

fold increase in evictions and abandonments linked to rent arrears.  

 

Table 7 Predicted rent arrears evictions / abandonments by economic status 

  Before reform After reform 

Status age Not 
terminating 

early 

Predicted to 
terminate 

early 

Not 
terminating 

early 

Predicted to 
terminate 

early 

In education or 
training 

17 19 0 14 5 

18 152 13 92 73 

19 274 3 237 40 

20 174 2 139 37 

21 76 0 74 2 

22 52 0 46 6 

23 6 0 6 0 

24 18 0 18 0 

25 5 0 5 0 

Working part-time 

17 24 18 15 27 

18 6 21 4 23 

21 21 6 8 19 

22 6 0 5 1 

Not working, in 
education or training 

16 11 0 6 5 

17 95 0 93 2 

18 119 2 97 24 

19 52 0 34 18 

20 44 0 19 25 

21 33 1 25 9 

22 14 0 14 0 

23 81 0 80 1 

25 12 0 10 2 

 

 

Table 7 breaks down the predictions by broad economic status. Scaling the results 

summarised above to provide predicted economic impacts at national level is not 

straightforward, for a number of reasons. First, it is not possible to state that the datasets 

used to construct the econometric models are representative of all young people currently 

claiming housing benefit. Although the primary data procured for this research are rich in 

terms of information on the background, history and life events of young people becoming 

clients, this type of information cannot be attached to DWP statistics on housing benefit. 

The models cannot therefore be used in conjunction with DWP statistics to predict the rise 
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in the number of evictions for rent arrears / abandonments that would arise should housing 

benefit be withdrawn for young people aged 18-21. 

However, a very conservative estimate of the national economic impacts of withdrawing 

housing benefit for 18-21s can be derived from the predicted economic impacts specific to 

young people aged 18 through 21 living in supported accommodation. The prediction will, 

by definition, be an under-estimate because it focuses only on the rise in rent arrears cases, 

and only for young people living in supported accommodation in England. The economic 

impact of each additional eviction for rent arrears or abandonment would break down to a 

number of components as follows: 

 The direct economic impacts associated with each additional homeless case; 

 Rent arrears written off following evictions for rent arrears / abandonments; 

 Administrative costs associated with new homeless presentations; 

 Legal costs associated with evictions. 

How many young people aged 18-21 live in supported accommodation? Surprisingly, official 

statistics cannot be readily used to derive this number. However, a recent study by Clarke 

and Burgess (2012) estimated that 30,115 people under 25 years of aged lived in supported 

accommodation in England in 2012. Supporting people data for 2010/11 reveal that 52.4% 

of people in supported accommodation or with support needs are aged 18-21. This gives a 

baseline of 15,784 young people aged 18-21. 

The proportion of clients being evicted for rent arrears, or abandoning, was calculated at 

7.9% in the primary data, but has also been cited by Homeless Link (REF) as 6%. To ensure 

that the predictions remain under-estimates, the 6% rate has been used, suggesting that 

there were around 947 rent arrears evictions or abandonments in England in 2014. The 

additionality multiplier derived from the survival analysis reported earlier is 4.62 (i.e. for 

every one rent arrears case or abandonment observed before the policy change, we expect 

to observe 5.62 after the change). This suggests that the number of additional rent arrears 

evictions or abandonments will be 4,375. It is further worth noting that the Homeless Link 

figure relates to rent arrears evictions, while the primary data include rent arrears cases plus 

abandonments. 

What is the measureable or monetised economic impact of an additional homelessness 

case? A helpful evidence review published by DCLG (2012) suggests a range of £24,224 to 

£31,530 per case, after re-basing to 2014 prices using the UK GDP deflator. The same 

evidence review also cited earlier studies by the New Policy Institute (2003) and the New 

Economics Foundation (2008) that put forward figures, after re-basing, of £30,816 and 

£28,821. Meanwhile, research commissioned by Centrepoint (Oxera, 2013) suggested that 

the societal cost avoided through a Centrepoint intervention was equivalent to £23,305 

(after re-basing to 2014 prices). We have used the latter – again, this is to ensure that the 

estimates remain minimum estimates wherever possible. 
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The second component of the overall economic impact can be estimated from the primary 

data. Of the young people aged 18-21 who were evicted for rent arrears or abandoned, the 

median and mean amounts written of were £1,748 and £1,985 respectively. These figures 

are not far removed from the £1,900 typical rent arrears written off by local authorities per 

case as reported by Shelter (2012). 

With reference to the increased administration costs likely to be associated with the 

additional homeless cases, an estimate can be formed based on Shelter’s (2012) estimate of 

the cost of a homeless application decision (£375, or £381 in 2014 prices). Shelter’s (2012) 

estimate of £1,119 legal costs per local authority eviction can also be used to estimate the 

total amount of increased legal costs arising from the policy (D). 

Finally, we should consider whether it is possible to derive an estimate of the additional rent 

arrears cases that might arise from young people aged 18-21 living in local authority 

housing. Data on local authority evictions are published, but are not broken down to the age 

group of interest. In 2011/12 there were 4,975 evictions for rent arrears DCLG (2013). An 

analysis of wave C of the large government survey Understanding Society reveals that 8.09% 

of local authority tenants were aged 18-21 (in 2011). This suggests an approximate baseline 

of 402 rent arrears evictions. DWP data for 2013/14 show that 30.5% of 18-21 year old 

housing benefit recipients living in social rented housing are on JSA. 

We now summarise the economic impact calculations, drawing a distinction between the 

impact with no exemptions, and economic impact on those not protected by exemptions, 

should the latter be introduced. 

 

Net economic impact of cutting housing benefit for all 18-21s on JSA 

Once knock-on economic impacts are taken into account, the savings from the policy are 

reduced from £128m to only £5.36m. 

Using predicted figures for increased evictions and homelessness, we can estimate that, 

without exemptions, the economic impact (expressed in £m) of the proposed housing 

benefit reform as: 

 

Headline saving [A] 128.16 

– direct economic costs [B] – 102.00 
– arrears write off [C] – 7.65 
– legal costs [D] – 4.90 
- admin costs [E] – 1.67 
– local authority evictions and associated costs [F] – 6.62 
= [G] (net economic impact of reform = £5.36m  
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It would require the negative economic impacts of only an additional 230 homeless cases 

each year to offset this financial saving. 

Net economic impact with exemptions applied 

Once exemptions have been taken into account, the economic impact of increased 

homelessness is £75m, which further reduces the overall positive economic impact to 

£3.3m. 

The £123 million of costs highlighted above cannot be subtracted from post-exemptions 

savings figure of £78m as, if there are exemptions, not all those who make up the £123m 

costs would become homeless as they would retain their right to housing benefit.  However, 

the exemptions that we were able to cost would not catch all of those at risk of 

homelessness, so to reflect this, we can conduct a pro rata calculation of the economic 

impact of increased homelessness, reducing this impact in line with the proportion of 

people exempted: 

 

Headline saving [S] 128.16 

– financial cost of exemptions [T] – 49.88 
– direct economic costs [U] – 62.28 
– arrears write off [V] –  4.67 
– legal costs [W] – 2.99 
– admin costs [X] – 1.02 
– local authority evictions and associated costs [Y] – 4.05 
= net economic impact of reform [Z] = £3.28m  

 

Based on conservative estimates of the direct economic costs of homelessness cases, it 

would require only an additional 140 homelessness cases to occur each year to offset this 

apparent net economic benefit. 

 

Other effects and impacts likely to occur, but not formally costed 

The figures reported above include a modest allowance for the additional administration 

costs likely to be caused by the reform. We cannot readily estimate these, nor know how 

many young people would apply for an exemption and therefore require assessment. 

Therefore, we have used Shelter’s (2012) estimate of £375 per homelessness decision as a 

basis, rebased to 2014 prices. 

Of course, the increased administration costs are likely to be dwarfed by costs arising from 

increased use of other public services. The largest of these are likely to arise from: 
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 Social services having to accommodate those they have a duty for – this would 

directly displace the cost from the housing benefit budget to local authority budgets 

that are already stretched; 

 Criminal justice – previous research has made clear that homeless young people are 

much more likely to incur costs to the criminal justice system if they do not receive 

the right support. Although the estimates of economic impact reported here include 

such costs, they are likely to be under-estimates because, for example, they exclude 

costs to the victims of crime; 

 While lower employment and taxes are included in the economic impact estimates, 

these are immediate or short run labour market effects. The estimates therefore 

exclude the long term impacts such as the reduced lifetime earnings and associated 

tax revenues that might arise as a consequence of the immediate labour market 

effects; 

 The increased cost of children being taken into care if young parents are not 

exempted. 

 The increased cost of emergency shelters if local authorities still have to 

accommodate some young people using their local area based grant rather than 

accommodating through housing benefit.  

While not all those whose housing benefit is withdrawn would become homeless, and it is 

possible that some young people currently receiving housing benefit may return home, 

there are a number of other possible scenarios which could lead to further reductions in 

savings.  For example, some people may move into an exempt group by finding low paid 

work and claiming in-work housing benefit.  Others who would otherwise have been in 

independent accommodation could be forced into supported accommodation for which 

they could claim housing benefit, possibly at an even higher rate.  Even if a young person 

can return to the family home, this could still lead to cost to the state.  For example, it could 

lead to an increase in their family’s benefit claim if they had to move to larger 

accommodation, or could require a local authority to rehouse them if the household is 

forced to present as in housing need due to overcrowding.  In other words, the analysis 

summarised in this report is static and does not account for the inevitable behaviour change 

that might follow further reform of housing benefit. It is not credible to say that all young 

people losing housing benefit would simply return home. 

Whilst it was not possible to cost any of these knock-on consequences as part of this 

research, they should nevertheless be considered in a full analysis of the economic impacts 

of withdrawing housing benefit for young people. 
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8. Conclusions 

The proportion of housing benefit spend attributable to 18-21s on Jobseeker’s Allowance is 

just under 11% of the total bill for 18-24s and, on the face of it, cutting eligibility might 

reduce public spending by around £128m. This is, of course, a relatively small sum in public 

finance terms. However, the analysis summarised here suggests that it is likely to be a 

significant over-estimate. If we apply a set of exemption categories which were felt to be 

essential to avoid the worst impacts of the policy, and estimate these according to very 

cautious assumptions, the true financial saving falls to below £80m. If we assume no 

exemptions but estimate economic impacts through rent arrears and homelessness, the 

positive impact falls to just over £5m. When the two strands of analysis (financial with 

exemptions, and economic impact) are combined, the net positive impact reduces to £3.3m.  

The methods followed by the research reported here have been deliberately cautious, 

seeking to under-estimate wherever there would appear to be a risk of inadvertently over-

estimating through the choice of assumptions. As a consequence, the apparent financial 

savings to be had from the policy change in question are likely to be over-stated, while the 

negative economic impacts are likely to be under-stated. It is also the case that a number of 

aspects of economic impact, while identifiable in principle, are not readily estimable, and 

have therefore been left out of the economic analysis. This, in turn, is also highly suggestive 

that the negative economic impacts estimated and reported here will be under-estimates. 
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Appendix – Vignettes of young people and the importance of housing benefit 

 

 Young person A was at college doing a full time non-advanced level course. She lived 
with her mother but when she was 19 her mother died and she succeeded the 
tenancy for the property in which they had both lived. The young person was 
assisted to claim housing benefit. Without housing benefit, she would have been 
unable to pay the rent as her only income was a college bursary.  This would have 
made her homeless at what was already an extremely difficult time. 

 

 Young person B was aged 18 and had grown up in care. She was allocated a social 
housing tenancy aged 16. She is no longer able to have her rent paid by children’s 
services as she is now too old. She is now working part time at minimum wage. She 
was given help to claim housing benefit which covered part of her rent. Without this 
help she would be unable to meet the rent charge and would become homeless. She 
was also assisted to obtain a ‘discretionary housing payment’ to top up to her 
housing benefit as she was in financial hardship and had no family who could help 
her. 

 

 Young person C became homeless due to family breakdown in his overcrowded 
family home. He was given accommodation in a hostel. He was helped to claim 
housing benefit which pays for his stay at the hostel. Without housing benefit, he 
would not be able to stay in the hostel and would be left homeless. 

 

 Young person D is on a zero hours contract. He relies on housing benefit to 
contribute to the rent charge. Without this extra income, he would be unable to pay 
his rent and would become homeless. 

 

 Unemployed young person E is unemployed and has been ‘sofa surfing’ for the last 
year. He has been applying for accommodation under the homelessness provision, 
and has now been allocated a Housing Association flat. He has been assisted to claim 
housing benefit to pay for this accommodation. Without this help would be unable 
to take on the tenancy and would remain homeless with even less chance of 
securing employment. 

 


