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6 June 2019 
 
Dear Convener,  
 
We mentioned at Committee that we would be able to provide you with data gathered by 
ourselves and our third sector partners that would highlight the impacts of UK Government 
welfare reform on homelessness in Scotland as well as providing some additional data on 
the relationship between rent arrears and Universal Credit in Scotland and the impact of the 
Benefit cap. 
 
Impact of UK Government welfare reform on homelessness 
 
Crisis and the Joseph Rowntree Foundation published their Homeless Monitor Scotland 
Report 2019 in February which provides an independent analysis of recent economic and 
policy developments in Scotland.  
 
In compiling the report, the authors conducted reviews of literature, research and policy 
documents and undertook statistical analysis. They also undertook in-depth interviews with 
key informants from the statutory and voluntary sectors in Scotland and conducted a 
bespoke online survey of local authorities to gain their perspective on local homelessness 
trends and the impacts of a range of policy developments, including welfare reform changes. 
 
The study found that while Scottish local authorities generally reported that UK Government 
welfare reform has exacerbated homelessness in their area, the authors stated that welfare 
reform has not, at least as yet, had the devastating homelessness impacts that have been all 
too evident in England.  
 
They attributed the milder homelessness impact of welfare reform in Scotland to date to 
lower overall housing pressures in Scotland and the Scottish Government’s mitigation 
efforts, especially via Discretionary Housing Payments. 
 
However, the Report found that three-quarters of Scottish local authorities anticipate that the 
full rollout of Universal Credit will exacerbate homelessness in their area over the next two 
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years. The consensus of concern is almost as strong with respect to the lowering of the 
Benefit Cap. 
 
On 9 May, Crisis also published their Cover the Cost Report which examined how gaps in 
Local Housing Allowance (LHA) are impacting homelessness. This report found that the 
underinvestment in LHA rates acts as a barrier to preventing homelessness. Crisis’ joint 
research with the Chartered Institute of Housing shows that in Scotland, 67 per cent of the 
private rented sector is unaffordable for at least one household type considered in the 
research. 
 
For both couples and small families, finding rents that are affordable within 2018/19 Local 
Housing Allowance rates was difficult in just under half of the country (eight of 18 areas). 
Couples needing a one-bedroom property would struggle most to secure housing in Lothian 
and Greater Glasgow. In these areas, just three and 13 per cent of the private rented sector 
is affordable within Local Housing Allowance rates respectively.  
 
In the Lothian area, a couple receiving Universal Credit and living in a one bedroom property 
would have to budget for an extra £20.22 a week to be able to afford just under the cheapest 
third of rents. In Greater Glasgow, they would have to find an extra £11.50 a week.  
 
Small families face an even greater challenge as they are forced to budget for much larger 
gaps, with small families in Lothian needing to budget an extra £28.57 a week to be able to 
afford just under the cheapest third of rents.  
 
When we appeared we referred to a Housing and Social Security follow-up paper to our 
2017 Annual Report on Welfare Reform. This paper also highlighted the impact of the freeze 
on LHA rates on affordability of accommodation, and showed that the freeze on rates has 
substantially limited the availability of affordable accommodation in a number of areas, as 
well as highlighting the impact of Universal Credit (UC) on tenant rent arrears and showed 
that the UC full service is having an effect of the ability of landlords to collect rents. 
 
Temporary Accommodation funding 
 
In May last year, the Homelessness and Rough Sleeping Action Group (HARSAG) published 
the third of their four reports which contained recommendations on transforming the use of 
temporary accommodation (TA) in Scotland.  

While accepting 15 of the recommendations, Scottish Ministers gave a qualified acceptance 
to the 6 financial recommendations on the basis that we needed to undertake further 
financial analysis in conjunction with local government and other stakeholders to understand 
their full implications and overall impact. 

The key recommendations made by HARSAG can be summarised as follows:- 

 That the costs of homelessness and TA should be a citizen-funded service, supported 
by Local Authority General Fund finance, and by Scottish Government Grant Aided 
Expenditure. 

 Rents in TA should be lowered to a level similar to Local Housing Allowance. 
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 That the Scottish Government and COSLA should present a strong case to the UK 
Government for TA funding support through Housing Benefit to be devolved to 
Scotland. If devolved, this funding should be ring-fenced. 

In order to fully understand the impact of reducing rents we set out to accurately capture the 
total costs involved with the provision of TA and we sought to gather data from local 
authorities on the breakdown of their current spending on TA to be able to fully assess the 
impact of changes to the overall funding model. 

Working in partnership with COSLA and a small group of local authority experts we devised 
a survey which sought to gather detailed information from local authorities on the three 
separate elements of TA funding - Housing Benefit subsidy; the former TA Management Fee 
which has now been devolved to Scotland and distributed amongst local authorities; and 
spend from local authority General Funds. We issued this initial survey in autumn last year 
and got returns back from 26 of the 32 local authorities. The survey asked for data from 
2016-17, so that final audited figures could be used. 

Since then we have been working with individual local authorities to examine the returns in 
more detail and identify the total money spent on the provision of TA in Scotland. 

Firstly, on Housing Benefit subsidy, DWP Housing Benefit data shows that £46.0 million was 
spent on Housing Benefit on TA in Scotland in 2016-17, of which £38.2 million was 
subsidised by the DWP, and the rest by local authorities.  
 
However, it should be noted that this does not represent the full amount of Housing Benefit 
paid for TA. Where a council provides TA using its Housing Revenue Account (HRA) stock, 
the DWP data collection does not allow this spend to be separately identified from other 
forms of Housing Benefit payable to HRA housing. We therefore asked local authorities to 
provide us with details of the level of Housing Benefit paid for TA using HRA stock but to 
date we have been unable to get an accurate total of the total spend on TA through Housing 
Benefit as some local authorities found it difficult to identify this element of spend in their 
Housing Benefit systems. 
 
Secondly, in addition, since 2017/18, the Scottish Government has provided funding to local 
authorities following devolution of the ‘TA management fee’ by the UK Government. In the 
current financial year we have provided £23.5 million of funding to be spent on the provision 
of homelessness prevention services and the provision of TA and split between local 
authorities based on the percentage share of homeless households in TA, using a 3-year 
average. 
 
And lastly, the data gathered from local authorities on the additional spend through General 
Funds goes some way to highlight why in some cases the rents within TA can be high in 
comparison to other social rented sector accommodation. Local authorities have highlighted 
to us a wide range of costs associated with the provision of TA on top of what can be 
claimed through Housing Benefit. These include the costs of the wide range of support 
services provided to people staying in TA, repairs, maintenance and furnishing costs, 
storage costs and costs associated with voids such as energy costs and council tax loss. In 
addition, there are costs associated with bad debts and local authorities have reported to us 
that these figures are on the rise as a result of the UK Government’s welfare reform 
changes. 
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Rent Arrears 
 
Whilst we do not have systematic evidence in the form of recorded reasons for rent arrears 
the relationship between Universal Credit and rent arrears has been reported by landlords in 
the social rented sector.  
 
National Housing Federation/SFHA surveys of 118 housing associations in England, Wales, 
and Scotland in 2018 suggest that tenants on Universal Credit are more than twice as likely 
to be in debt compared to other tenants. Indeed, in Scottish housing associations, two thirds 
(65%) of Universal Credit tenants are in arrears, compared to less than a third (32%) for all 
other tenants. 
 
A COSLA compiled report (Annex B) shows the cost impacts of Universal Credit roll out on 
Scotland’s Local Authorities. Data for the full year 2017/18 has been provided by East 
Lothian Council, Highland Council, Inverclyde Council, East Dunbartonshire Council and 
Midlothian Council as these were the early “go-live” authorities on UC full service.  
 
Benefit Cap 
 
The Scottish Government remains concerned about the damaging impact of the benefit cap 
on families already on low incomes. For tenants in receipt of Housing Benefit, the cap is 
applied by reducing their Housing Benefit, for tenants in receipt of Universal Credit the cap is 
applied to the overall award. Either way, the cap can have a severe impact on the ability of a 
household to pay their rent and that is why approximately £8 million of the DHP allocation 
that we provide to local authorities each year is allocated on the basis of an analytical 
assessment of the impact of the cap in each local authority area. 
 
In Scotland, among families to whom the cap is applied through Housing Benefit (as 
opposed to Universal Credit), 92% contain children (80% have three or more), while 68% are 
lone parent households. Both lone parent families and those with three or more children are 
priority groups outlined in the Tackling Child Poverty Delivery Plan. 
 
Nearly all households affected by the Benefit Cap contain children, with a significant 
proportion from larger families. Employment and Support Allowance (ESA) claimants in the 
Work Related Activity Group can be affected by the cap, despite having been assessed as 
facing significant barriers to work. Statistics on the number of benefit capped people with 
these characteristics are not published, however DWP data shows that almost 50,000 
households in Scotland are in the ESA Work Related Activity Group, and could be subject to 
the cap if their benefit entitlement is high enough. 
 
The Scottish Government has collated some of the available DWP data on the Benefit Cap 
in Scotland (Annex B). 
 
We hope that you find this additional information useful. 
 
Yours sincerely,  

     
SHIRLEY-ANNE SOMERVILLE     KEVIN STEWART 
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        ANNEX A 
 

Universal Credit Full Service cost impacts on Scotland’s Local Authorities 

2017/18  

Purpose of Report 

This report provides further evidence on the additional cost impacts on local authorities in 

Scotland of the rollout of the Universal Credit full service (UCFS).   

Background 

Local authorities in Scotland have experienced a variety of additional cost pressures, both 

direct and indirect, arising from the roll out of Universal Credit, particularly as the Full Service 

has been implemented.  COSLA facilitated a meeting in April 2017 with Neil Couling, Director 

General UC and the councils then in UCFS. At that meeting, initial data was shared on these 

cost burdens and those authorities undertook to further provide full year data for 2016/17 and 

the 1st quarter of 2017/18 as it became available.   This was provided in September 2017.   

In June 2018, a further report was provided to cover the period 1 April 2017 to 31 December 

2017.  Neil Couling responded on 8 August 2018. 

This report updates the position, giving full year data for 2017/18, and provides further 

information and evidence for the period.   

Local Authorities 

Data has been provided by East Lothian Council, Highland Council, Inverclyde Council, East 

Dunbartonshire Council and Midlothian Council as these were the early “go-live” authorities 

on UCFS full service. The Full UC service was rolled out in these area as follows: 

East Lothian                      March 2016 

Highland (Inverness)         June 2016 

East Dunbartonshire          Nov. 2016 

Inverclyde                          Nov. 2016 

Midlothian                          March 2017 

           Highland (the rest)             July 2017    

Midlothian Council has been able to provide data on rent arrears but not on the additional 

administrative costs 

Cost Pressures 

As evidenced in previous reports, local authorities continue to experience significant increases 

in rent arrears because of the impact of the full UC service in its current state of development 

and these authorities also anticipate an increased level of debt which they will be unable to 

recover.  

Similarly, and again as evidenced in earlier reports, local authorities are also incurring 

additional administrative costs due to increased manual tasks, because of the lack of 
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automation of CTR processes and increased administration of DHP, where they do not have 

the same access to information as with legacy benefits.  They are also incurring additional 

direct costs, above allocations they have received, for Scottish Welfare Fund grants. 

Cost Pressures Include: 

1. Additional Housing Benefit related work/ reduced efficiency 

2. Additional Council Tax Reduction work/ reduced efficiency 

3. Direct increases in welfare spending (Scottish Welfare Fund) on crisis grants 

4. Increased work related to SWF administration 

5. Direct Increases in DHP spending 

6. Increased work related to DHP administration 

7. Additional IT development and overheads 

8. Increases in rent arrears  

 

Administrative Costs 

The following table summarises the total data on additional administrative costs arising from 

UCFS for East Lothian, Highland, Inverclyde and East Dunbartonshire councils for the period 

1 April 2017 to 31 March 2018.  The combined population of these 4 councils represents 9.8% 

of Scotland’s population.  Midlothian Council has been unable to provide data on the additional 

administrative costs. 

This work includes the additional time being taken by authorities to carry out the major increase 

in work to deal with large numbers of HB stop notices and ever rising numbers of LCTR 

notifications that are formatted in a such a way that they require to be manually processed 

irrespective of the resulting impact on the LCTR value/award.  

 Additionally, there have also been further costs associated with IT developments and the extra 

administrative work due to additional Universal Credit related demand on Discretionary 

Housing Payments and Welfare payments.  
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Description /  
Council 

Additional Resources Impact 

Highland East Lothian Inverclyde East Dunb. Total 

Fte Cost Fte Cost Fte Cost Fte Cost Fte Cost 

Additional HB 
work /decreased 
efficiency 

3.2 £116,288 2.76 £100,298 0.3 £9,085 2.0 £72,680 8.3 £298,351 

Additional CTR 
work /decreased 
efficiency 

5.3 £192,602 3.79 £137,729 4.5 £163,530 2.0 £72,680 15.6 £566,541 

Additional SWF 
work 

0.86 £31,252 0.0 £0 1.5 £54,510 0.75 £27,255 3.0 £113,017 

Additional DHP 
work /decreased 
efficiency 

0.4 £14,536 0.5 £17,080 1.0 £36,340 1.0 £36,340 2.2 £104,296 

Additional IT 
development 
and overheads 

0.5 £18,170 0.5 £18,170 1.0 £36,340 0.25 £9,085 2.3 £81,765 

Total 10.26 £372,848 7.55 £273,277 8.3 £299,805 6.0 £218,040 31.4 £1,163,970 

 

In September 2017, we advised that these councils incurred additional administrative costs 

attributable to UCFS in 2016/2017 amounting to £832,612. With costs in 2017/2018 to 

December 2017 amounting to £848,448, it was estimated that costs for 2017/2018 overall 

could amount to £1,131,264 which would represent an increase of 36% (or £298,652) on the 

previous year.  However, now that full year figures have been collated, the overall costs 

amounted to £1,163,970 and therefore an increase of 40% (or £331,358).   

The respective Councils acknowledge the correspondence, and payment remitted by DWP, in 

March 2018 to “make an additional one-off payment to all LAs that went through UCFS Rollout 

before the current final phase which started in October 2017”.    

Nevertheless, the data shows that the format adopted by DWP for data sharing purposes has 

increased manual interventions that must be undertaken by local authorities under Universal 

Credit.  Such manual interventions are resulting in substantial additional administrative costs 

which are likely to continue unless there are significant improvements in both the level of 

relevant automation and the quality of data sharing.  
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Rent: increased rent arrears  

Mainstream rent arrears 

In September 2017, COSLA reported on high levels of mainstream rent arrears increases in 

East Lothian and Highland of 29% and 14% respectively for the full year 2016/2017. The table 

below shows further data on mainstream rent arrears for 2017/18. 

Figures have been provided to COSLA by Highland Council, East Lothian Council, East 

Dunbartonshire Council and Midlothian Council. (Inverclyde Council does not have its own 

housing stock).  

The combined population of these four councils represents 9.9% of the population of Scotland. 

Council 31.3.16 31.12.16 31.3.17 31.12.17 31.3.18 

% 

increase 

31.3.17- 

31.3.18 

% 

increase 

31.3.16-

31.3.18 

East 

Lothian 

£1,295,782 £1,503,445 £1,676,047 £1,721,244 £1,621,333 -3% 25% 

Highland £1,539,197 £1,520,174 £1,748,506 £2,238,110 £2,048,572 18% 33% 

East Dunb. £ 582,015  £ 811,100 £ 683,209 £1,069,075  £806,658 17% 39% 

Midlothian £1,160,094 £1,234,348 £1,106,626 £1,354,641 £1,285,676 16% 11% 

Total £4,577,088 £5,069,067 £5,214,388 £6,383,070 £5,762,239 11% 26% 

 
All authorities continue to show historically high levels of rent arrears which largely 
corresponds with the rollout of Universal Credit (See Appendix 1). 
 
Appendices 2 and 3 provide information for East Lothian Council and Highland Council 
showing the average rent arrears per tenancy type: tenants in receipt of full HB; partial HB; 
not in receipt of HB/UC; and in receipt of UC. This evidences that tenants in receipt of UC can 
have rent arrears double that of the overall average.  
 
East Lothian Council shows a small decrease in the level of rent arrears comparing March 18 
to March 17. This is largely due to the timing of when the full service was introduced.  East 
Lothian witnessed a rapid acceleration in Universal Credit claims in 2016/2017 continuing into 
the first 3 months of 2017/2018. Since July 2017, the acceleration has slowed down and the 
volume of new UC claimants has dropped considerably. This could be attributed to two factors. 
Firstly, most of those tenants with a greater propensity to have changes in circumstances 
which trigger a move to UC will have made the transition. Also, from April 2017, a restriction 
was made for claimants with more than two children which meant that they would claim or 
remain on Housing Benefit, rather than move onto Universal Credit.  By contrast, the other 
authorities including Highland Council, where Universal Credit Full Service was not introduced 
for areas other than Inverness until July 2017, were still experiencing the build of UC claims in 
this period. 
 

http://www.lobbying.scot/


Scottish Ministers, special advisers and the Permanent Secretary are 

covered by the terms of the Lobbying (Scotland) Act 2016.  See 

www.lobbying.scot 

 

St Andrew’s House, Regent Road, Edinburgh EH1 3DG 

www.gov.scot 


  

 

Overall, the level of increase in rent arrears during 2017/2018 was 11%. When comparisons 
are made between the rent arrears figures at 31 March 2016 and 31 March 2018, the average 
is a 26% increase across the 4 local authorities. 
 
This trend in increased rent arrears is also borne out amongst social tenants in Inverclyde 
Council’s area.  Inverclde no longer has local authority tenancies but River Clyde Homes which 
took over 5,800 former local authority properties in a stock transfer is reporting a 35% increase 
in rent arrears between 31 March 2016 and 31 December 2018. Universal Credit Full Service 
was introduced to Inverclyde in November 2016.   
 
Temporary Accommodation rent arrears 
 
Three of the local authorities, Highland, East Dunbartonshire and Midlothian, were also able 
to provide data on the trend of increasing rent arrears for their temporary accommodation. 
 

Council 31.3.16 31.12.16 31.3.17 31.12.17 31.3.18 % 

increase 

from 

start 

UCFS  

Highland £217,299 £470,879 £469,254 £462,907 £463,138 113% 

East Dunb. £71,653 £78,040 £88,043 £173,005 £159,365 122% 

Midlothian £46,260 £50,348 £60,999 £230,323 £245,899 432% 

Total £335,212 £599,267 £618,296 £866,235 £868,402 159% 

 

All three of these authorities show very steep rises in the level of rent arrears in their temporary 
accommodation which arise both from the processes of payment in Universal Credit and 
because of the policy of restricting the level of housing element to Local Housing Allowance 
rates.  The increased levels of TA rent arrears from the start of UCFS range from 113% in 
Highland to 432% in Midlothian.  

 

These figures clearly demonstrate the real difficulties arising for the funding of temporary 
accommodation rental costs through Universal Credit. This has helped inform a change of 
policy to pay Temporary Accommodation housing costs from Housing Benefit from April 2018. 
 
Budget Changes to Universal Credit 
 
After extensive lobbying by stakeholders, the Government announced a variety of changes to 
Universal Credit at the time of the Budget in November 2017.  Most of the changes were still 
to be introduced in the period covered by this data, including: 

 Housing Benefit 2-week transition payment to be introduced in April 2018 

 Changes to advance payments. Repayment over 12 months rather than 6 and 

advances of up to 100% of monthly entitlement from January 2018 
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 Temporary Accommodation housing costs to be paid from Housing Benefit from 

April 2018. 

 
Local authorities will continue to gather data to assess what impact these policy changes have 

on rent arrears post April 2018.   

Additional Scottish Welfare Fund Spending attributable to UC 

The following table summarises the total spend that has been provided to COSLA by all 5 

authorities for the period 1 April 2017 to 31 March 2018. 

Council / Cost Additional SWF spending attributable to UCFS: 
17/18 

Highland £125,197 

East Lothian £0 

Inverclyde £68,864 

East Dunb. 36,500 

Midlothian £47,964 

Total £278,525 

This represents close to a 3-fold increase on 2016/2017 annual spend (£94,131). 

Additional Discretionary Housing Payments Spend attributable to UC 

The following table summarises the total spend that has been provided to COSLA by all 5 

authorities for the period 1 April 2017 to March 2018. 

Council / Cost Additional DHP spending attributable to UCFS: 
17/18 

Highland £257,971 

East Lothian £212,426 

Inverclyde £186,000 

East Dunb. £200,700 

Midlothian £293,702 

Total £1,150,799 

This represents close to 3-fold increase on 2016/2017 annual spend (£343,010). 

Conclusions 

Local authorities continued to experience very significant levels of additional costs associated 

with the rollout of Universal Credit Full Service in the period up to end of March 2018. As well 

as consideration of the additional costs already incurred, the Department for Work and 

Pensions requires to significantly improve processes, consistency and efficiency in the UC Full 

Service to reduce these burdens in the future and/or take full account of these additional costs 

that Universal Credit is imposing on local government by providing greater long-term funding 

security for local authorities.  

COSLA, February 2019                                             
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          ANNEX B 
 
Selected Benefit Cap statistics as of November 2018 
 
  Total 

caseload 
Average 
amount 
lost due to 
the cap 
each week 

Share of 
caseload 
with 
children 

Share of 
caseload 
with 
more 
than 2 
children 

Share of 
caseload 
with 
more 
than 3 
children 

Share of 
caseload 
living in the 
Private 
Rented 
Sector 

Scotland 2,982 £56.76 93% 81% 40% 32% 

Aberdeen City 93 £69.37 
    

Aberdeenshire 93 £48.08 
    

Angus 50 £42.44 
    

Argyll and Bute 18 £32.24 
    

City of Edinburgh 428 £88.76 71% 46% 16% 23% 

Clackmannanshire 57 £56.07 
    

Dumfries and Galloway 55 £41.06 
    

Dundee City 116 £51.83 99% 91% 49% 41% 

East Ayrshire 78 £45.46 
    

East Dunbartonshire 27 £72.47 
    

East Lothian 59 £49.28 
    

East Renfrewshire 25 £40.38 
    

Falkirk 50 £43.34 
    

Fife 202 £47.05 98% 93% 50% 34% 

Glasgow City 509 £53.89 95% 88% 47% 29% 

Highland 90 £57.76 
    

Inverclyde 52 £42.57 
    

Midlothian 76 £53.44 
    

Moray 21 £38.48 
    

Na h-Eileanan Siar - - 
    

North Ayrshire 113 £40.14 98% 88% 42% 40% 

North Lanarkshire 169 £48.81 95% 83% 44% 41% 

Orkney Islands - - 
    

Perth and Kinross 33 £53.01 
    

Renfrewshire 74 £50.05 
    

Scottish Borders 36 £54.91 
    

Shetland Islands 8 £57.58 
    

South Ayrshire 50 £53.64 
    

South Lanarkshire 124 £55.66 95% 90% 44% 38% 

Stirling 14 £43.28 
    

West Dunbartonshire 79 £57.46 
    

West Lothian 89 £44.80 
    

Source: StatXplore and DWP Benefit Cap Statistics 7 February 2019. Shares of caseload 
with x number of children, and share living in the Private Rented Sector have been omitted 
for Local Authorities with total Benefit Cap caseloads of less than 100, due to data quality 
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issues. The average amount capped and caseload shares refer to the proportion of 
households with capped Housing Benefit, as data is unavailable for households with capped 
UC. The most recent November 2018 data shows that 94% of capped households were 
capped through Housing Benefit, so these figures should be broadly representative of the 
total (HB + UC-capped) caseload. 
 
The graph below shows the number of households affected by the Beneft Cap in Scotland 
over time from March 2017. Over this time, the number of housholds affected by the Benefit 
Cap has declined and the average amount capped has remained at around £57 per week. 
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