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Executive Summary

Introduction

This report is the final evaluation of the recent changes to Local Housing Allowances (LHAS)
and Housing Benefit (HB) in the private rented sector (PRS) in Northern Ireland. This
report is based on primary research with landlords, claimants and housing advisers
undertaken in three local housing markets in the province - Armagh, Greater Shankill and
West Belfast. An initial report was published in 2012 on the first wave of this research.
This report focuses on the second wave of surveys and interviews and discusses the
longitudinal changes in the attitudes, perceptions and experiences of landlords, claimants
and housing advisers. When the second wave research was undertaken the LHA
measures had only just started to affect all claimants, so the research cannot be taken as
the conclusive statement on the effects of the measures, but it can provide insights into the
initial impacts on the attitudes and behaviour of the research participants in the three areas.

The Research Context

The changes to LHA announced in 2010, and introduced according to different timetables
between April 2011 and December 2012, included: changing the basis for setting LHA
rates from the median to the 30" percentile of local market rents; uprating LHA rates on an
annual rather than monthly basis; capping LHA rates by property size and scrapping the
rates over four bedrooms; removing the £15 excess payable to tenants whose rent was
below what they were receiving in Housing Benefit; uprating non-dependent deductions;
raising the age at which the Shared Accommodation Rate applies from 25 to 35; and
including an additional bedroom for a non-residential carer. The government's annual
contribution to the Discretionary Housing Payment (DHP) budget was also increased up to
2014/15, to provide support for claimants in the transition to the new LHA regime.

The second wave of the research reported here involved face-to-face interviews with 174 of
the LHA claimants who has also been involved in the wave one survey, spread across the
three case study areas. It also comprised a postal survey of 167 landlords who had also
responded to the wave one survey, followed up with qualitative interviews with five of these
landlords in each of the case study areas. A small number of follow-up interviews were also
undertaken in June 2013 with advisers and other housing officers who provided advice and
support for HB claimants in Belfast and Armagh.

The Housing Market Context

In the NI housing market as whole, there are tentative but consistent signs of a recovery
over the past year, but average property prices are still well down on their 2007 peak. The
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range of local PRS rents across the eight Broad Rental Market Areas (BRMAs) was more
compressed in NI than in BRMAs in Great Britain (GB). Of the 40 LHA rates overall (five
rates for property size in each of the eight BRMASs), reductions since April 2011 had been
less than five per cent in 17 cases, between six and ten per cent in 11 cases and more
than 10 per cent in 12 cases. Part-time buy-to-let landlords were badly affected by the
market downturn in all the case study areas. Landlords in Armagh felt that poor housing
market conditions and difficulties in accessing finance were bigger problems than the LHA
reforms, and most landlords were looking to the long term to gain any returns on their
investments. PRS demand was still strong in Greater Shankill, and to a lesser extent in
West Belfast , but there has been an increase in repossessions over the past two years, as
some landlords struggled to meet their mortgage payments. Most landlords in the survey
were still heavily dependent on the LHA sub-market in their portfolios.

The Survey of Tenants

One hundred and seventy four tenants responded to both wave one and wave two surveys.
Only three of the twenty eight tenants who had moved since wave one said they had done
so for financial reasons. No one cited a reduction in Housing Benefit (HB) as a reason for
moving and no one mentioned job-related reasons. Movers were equally divided between
those who had moved to accommodation with a lower rent, a higher rent, or the same rent.
Four of the 28 movers had tried to negotiate a lower rent with their landlord and all were
unsuccessful; one in ten non-moving tenants had tried to negotiate and a quarter were
successful. Therefore, just over two per cent of non-movers had negotiated a lower rent
since wave one. There was no statistically significant difference between waves one and
two in the proportion of tenants experiencing a shortfall between their HB and the rent, or in
those experiencing rent arrears. When asked how they were managing financially, forty
two per cent of tenants said they were managing 'poorly’. Seven out of ten tenants (and
nine out of ten who found the rent difficult to afford) said they had often run out of money
before the end of the week or the month on the previous year.

Landlord Characteristics and Lettings Preferences

Compared to survey respondents in the parallel study in GB, a higher proportion of
landlords in NI owned a small number of properties - over four in ten let just one property.
Ninety three per cent of respondents said they let at least half their stock - and 61 per cent
all their stock - to LHA tenants. There was no marked shift in landlords' letting preferences
between waves one and two. However, few landlords said they let to single people under
35 and they tended to know little about the outcome for those who had moved out of self-
contained accommodation due to the SAR changes. While the majority of landlords said
they had not made changes to their business due to the LHA measures, around one in ten
had noted impacts in terms of not renewing some LHA tenancies, in no longer letting to
under 35 year old single people and in an increase in rent negotiations with current and
prospective tenants. In the qualitative interviews, landlords from the two Belfast areas
were much more knowledgeable about the use and potential of Discretionary Housing
Payments (DHPs) than their Armagh counterparts.
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Impacts on Rents and Arrears

Landlords in all areas, especially Greater Shankill, said they were willing to continue to let
to LHA claimants, partly because of the lack of alternative markets, and partly because
LHA was still seen as a viable rental model. An important aspect of this was the retention
of direct HB payments to landlords - 81 per cent of landlords received direct HB payments
and there was widespread relief that this practice had been retained in NI. Several
landlords reported that they made de facto rent reductions because they did not collect
shortfalls from their tenants, especially 'good' tenants. Landlords with high mortgages were
less likely to reduce rents or forego shortfalls in this manner. In contrast to the findings of
the wave two tenants survey, there was a significant increase in the proportion of landlords
who felt that tenants had moved because of the LHA measures - from 18 per cent to 27 per
cent. There was also a significant increase in the proportion of landlords who felt they had
been affected by rent arrears caused by the reforms, up from 24 per cent in wave one to 44
per cent in wave two. While nearly a quarter of landlords said they had taken action on
tenancy termination and evictions against tenants receiving LHA, a slightly higher
proportion said they had done so for tenants not receiving LHA.

Potential Future Impacts of the Measures

Nearly nine in ten landlords said that they intended to continue to let to tenants receiving
LHA in the year ahead, mainly because of the retention of direct HB payments to landlords
and the security of this rental stream for landlords. However, over a third of landlords also
said they might cease letting to under single 35 year olds, and over a fifth said they might
cease letting to LHA tenants in the coming year. Over a quarter of landlords, with both
smaller and larger portfolios, said that they might sell up and leave the rental market
altogether in the next year. Some landlords expressed concern about the future impact of
Universal Credit (UC) on tenants' ability to pay the full rent, even if the housing element of
UC were to continue to be paid to landlords.

Conclusion

The wave two surveys of landlords and tenants suggested that the LHA measures had had
an impact on attitudes and behaviour in the PRS in several ways. An increased proportion
of landlords said they would not let to single under 35 year olds in the future; they also
noted an increase in negotiations over rents with both current and prospective tenants.
More landlords felt that rent arrears had increased in the past year due to the LHA
measures. While more landlords in wave two felt that tenants had moved in the past year
due to the LHA measures, this was not echoed in the results of the tenants' survey. For
tenants, the main change concerned the growing pressures on household budgets (for a
variety of reasons), making it more difficult to afford any shortfalls between their HB and the
rent. Overall, the effects of the measures have been fairly muted, and there is no evidence
of any large scale tenant displacement or of an exodus of landlords from the LHA sub-
market. This is probably due to several factors: the overall housing market context, the
relative lack of difference between one local PRS and another, the impact of transitional
protection measures and the retention of direct HB payments to landlords. Nevertheless,
the LHA measures will have ongoing consequences in the years ahead, and, as other
welfare reform measures are phased in, the problems of housing affordability for many low
income households in the PRS are likely to remain.
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Introduction

This report is the final output from the independent evaluation of the recent changes
to Local Housing Allowances (LHAs) and Housing Benefit (HB) in the private rented
sector in Northern Ireland (NI). This study has been running in parallel to a similar
study being undertaken in Great Britain (GB) on the impact of the LHA measures.
Both the evaluations have been undertaken by a research consortium from the
Centre for Regional Economic and Social Research (CRESR) at Sheffield Hallam
University, the Institute for Fiscal Studies (IFS) (for the GB study only), the Institute
of Social Policy at the University of Oxford and Ipsos MORI (IM). The evaluations
are funded by the Department for Work and Pensions (DWP), the Northern Ireland
Executive through the Department for Social Development (DSD), the Department
for Communities and Local Government (CLG), the Scottish Government and the
Welsh Government. The study discussed in this report comprises primary research
with landlords, claimants and housing advisers undertaken in three local housing
markets in Northern Ireland. The GB study comprises primary research in 19 local
housing markets, and also includes secondary analysis of national housing benefit
data. This will be the subject of a separate final research report, to be published in
Spring 2014.

The overall research programme for the study of LHA impacts in Northern Ireland
runs from January 2012 until December 2013. A report was published in 2012 on
the findings from three elements of wave 1 of the research — a large-scale face-to-
face survey of claimants, a postal survey of landlords and follow-on qualitative
interviews with a sub-sample of claimants and landlords in the three case study
areas in Northern Ireland (Beatty et al, 2012). This report concentrates on the
second wave of surveys and qualitative interviews with claimants and landlords, and
interviews with housing and benefits advisers working in the three case study areas,
Armagh, Greater Shankill and West Belfast. The report therefore focuses on
longitudinal changes in the attitudes, experiences and perceptions of landlords and
claimants and the views of housing advisers between 2012 and 2013.

It should be emphasised that, even when the second wave of the research was
undertaken, the LHA measures had only just started to affect all claimants (from
January 2013), partly due to the transitional protection that was introduced by the
Government. The impact on some claimants will have also been reduced because
of the temporary support provided by Discretionary Housing Payments (DHPs). This
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report cannot therefore be taken as the conclusive statement on the effects of the
LHA measures, and it is likely that various lagged effects will continue to emerge in
the coming months and years. However, the research can provide insights into the
initial impacts, and the extent to which claimant and landlord behaviour has changed
in the period of study.

It was decided to concentrate the primary research at the local case study level, and
the sample of three areas in Northern Ireland was drawn purposively, rather than
designed to be explicitly representative of the national picture (see Beatty et al, 2012,
Chapter 3, for further information about case study selection). The information in this
report is presented in terms of aggregate responses by landlords and claimants, with
some references made to significant differences between the Belfast areas and
Armagh. However, it should be noted that the research findings only concern
experiences in the three case study areas, and should not therefore be taken as
representative of LHA claimants and private landlords in the province as a whole.

In Chapter 2 we summarise the LHA measures that are the focus of this evaluation,
and outline the research programme. The housing market context for the research is
outlined in Chapter 3. Chapter 4 describes the perceptions and experiences of
claimants, and discuss whether they have changed or remained constant across the
two waves of the research. Chapters 5 and 6 examine the characteristics,
perceptions and experiences of landlords, and also draw on a small number of
interviews with housing officers and advisers in the case study areas. Chapter 7
explores the potential future impact of the measures, with reference to the
perceptions of landlords and housing advisers. Chapter 8 is the Conclusion. Fuller
information on the findings, the methodology and the survey instruments is provided
in the Appendices.
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The Research Context

2.1,

Background to Local Housing Allowances

The Local Housing Allowance (LHA) is a way of calculating Housing Benefit (HB) for
tenants in the deregulated private rented sector that ensures that tenants in similar
circumstances in the same area receive the same amount of financial support for
their housing costs. These arrangements were initially introduced from April 2008 for
people making new claims for HB and for existing claimants if they had a change of
address, change of circumstances or a break in their claim. In Northern Ireland, LHA
rates used to be set by the Northern Ireland Housing Executive (NIHE) in each one
of eight Broad Rental Market Areas (BRMAs) in the province. BRMAs were intended
to reflect the areas in which people live and access services. Under the original
2008 scheme, rental market evidence was collected in these areas and rates then
set for properties ranging from a room in a shared property up to a property with
seven bedrooms.

Until April 2011 LHA rates were set at the median level of private sector rents on the
basis that tenants could then afford at least 50 per cent of privately rented properties
within their area. The appropriate LHA rate was used to determine the maximum
amount to be included in the HB calculation. Prior to 2011, it was possible in
Northern Ireland to access bedroom rates for properties with up to seven bedrooms.
In GB, the maximum size at the time was for five bedroom properties. When the four
bedroomed maximum rate was introduced in January 2012 it was estimated that
approximately 450 existing claimants would be affected in the province, with an
average reduction in weekly rent of £14.42 for those in 5 bedroomed property,
£23.09 those in 6 bedroomed property and £79.07 for those in 7 bedroomed property.

In Northern Ireland, payment of HB can be made direct to the landlord if it is
requested. This is different from the situation in GB, where it is made direct to the
landlord only if the claimant is in arrears equivalent to eight weeks rent or deemed
sufficiently vulnerable to make payment of rent potentially difficult. Because of these
different procedures, HB is paid directly to the landlord in the majority of cases in
Northern Ireland.

The changes to LHA announced in the June 2010 Budget and the Comprehensive
Spending Review of 2010 formed an important part of the Government’s package of
measures to reform HB (for more detailed discussion of these measures, see DWP,
2012, Chapter 2). These measures included:
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changing the basis for setting LHA rates from the median to the 30" percentile
of local market rents, introduced from April 2011

uprating HB rates on an annual basis. In April 2013 this uprating was based on
the September 2012 Consumer Price Index (CPI) annual rate or the annual rate
of change in the 30™ percentile of market rents (whichever was the lower).
(Where the CPI is a negative number or zero, the LHA will be the last
determined rate). This was in turn superseded by the measure in the 2013
Welfare Bill, to uprate HB on an annual basis by one per cent in 2014/15 and
2015/16

capping LHA rates by property size (£250 per week for 1 bed; £290 per week for
2 bed; £340 for 3 bed; £400 for 4 bed or more - thereby scrapping the 5, 6 and 7
bed rate) introduced from April 2011’

removing the £15 excess payable to tenants whose rent was below what they
were receiving in Housing Benefit

uprating non-dependent deductions to reflect rent increases since 2001/2, and
then uprating annually on the same basis, from April 2011

raising the age at which the Shared Accommodation Rate (SAR) (formerly the
Single Room Rate (SRR)) applies from 25 to 35. This was originally going to
apply for new claimants from April 2012, but was brought forward in the 2011
Budget to January 2012. This change also applies to those on HB in the PRS
with claims prior to April 2008. For existing claimants, it applies on their next
review after January 2012 or, if they are covered by the transitional protection
period, when this period ends

increasing the government’s contribution to the Discretionary Housing Payment
(DHP) budget by £10m in 2011/12 and by £40 million annually for 2012/13,
13/14 and 14/15, specifically to provide support for the transition to the new LHA
regime

including an additional bedroom within the size criteria used to assess HB
claims where a disabled person, or someone with a long term health condition,
has a proven need for overnight care and it is provided by a non-resident carer
who requires a bedroom.

Apart from the SAR and the uprating measures, the changes applied to new
claimants from April 2011 and to existing claimants on the anniversary of their claim,
following a nine month period of transitional protection (unless they had a change of
circumstances which required a re-determination of the maximum rent prior to that).
Existing claimants were therefore brought under these measures (depending on the
date of their review) in the period from January 2012 to December 2012.

Of course, these measures have been introduced alongside a range of other welfare
reform initiatives which might also impact, to varying degrees, on LHA claimants.

' Since then, the caps in force in some areas in London, but none in Northern Ireland, have now increased by the
CPI uplift or 30" percentile - whichever is smaller increase. So the maximum LHA rate for one bed property is
now £255.50 in two BRMAs in GB, between £294.81 and £296.38 for two bed property in five BRMAs in GB,
£347.48 for three bed property in five BRMAs in GB and £408.80 for four bed properties also in five BRMAs in
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2.2,

The timetable for the introduction of some of these changes differs in NI compared to
GB. The overall household benefit cap, for example, was introduced from July 2013
in GB LAs and is due to be introduced in NI in April 2014; the 10 per cent reduction
in council tax benefit ("Housing Benefit: Rates Element’) for working age households
in GB was passed on in NI in the form of a commensurate Treasury reduction to the
Northern Ireland Executive block grant for 2013/14. The Executive has decided not
to pass the reduction onto claimants for a transitional period and is meeting the cost
from other resources. Changes to Disability Living Allowance (DLA) and Incapacity
Benefit (IB) and the introduction of Personal Independence Payments (PIPs) were
introduced in GB from April 2013 onwards and formed part of the package of
measures in the Welfare Reform Bill for NI which has completed its committee
stages and is awaiting consideration stage. For households who have been, or are
about to be, affected by one or more of these other welfare reform measures, it is
naturally difficult to disentangle the exact impact of the changes to LHA. However
the research instruments did attempt to distinguish between changes caused by LHA
and other factors that had an impact on both landlords' and claimants' experiences.

By introducing the LHA measures, the Government wished to encourage HB
claimants to operate in a more ‘cost-conscious‘ manner in the private rented housing
market, by moving to cheaper accommodation if they could not afford to continue to
meet any gap between LHA rates and the rent charged by the landlord. It was also
envisaged that working age tenants would be more prepared to find work or increase
their hours of employment to help pay their rents and would negotiate more with their
landlords to try and reduce their rent, as a result of these measures. Landlords, it
was anticipated, might want to retain tenants if possible, and might be prepared to
reduce rents to prevent rising turnover and the additional transaction costs this
involves. Overall, the government hoped that the reforms to HB and LHA in the
private rented sector would instil greater awareness of wider housing market
dynamics among both tenants and landlords. Tenants would therefore become more
discerning about the offer from landlords, and landlords might have to reduce rents in
some properties and in some neighbourhoods to retain tenants or attract new
tenants.

The Research Programme

The main aim of the research programme was therefore to assess the impact of
these changes to HB and LHAs on claimants and landlords over an 18 month period.
The bulk of the measures were introduced in April 2011, as we have seen, but
continuing the research into 2013 made it possible to capture some of the impacts
amongst the shifting balance of new claimants and existing claimants over time. The
research methodology comprised a combination of quantitative and qualitative
approaches.

In wave one, a postal survey was undertaken of landlords in the three case study
areas, and this was supplemented by qualitative interviews with eight landlords from
each case study area. A similar approach was taken for LHA claimants, although the
large scale survey was conducted on a face-to-face interview, rather than postal,
basis (see Beatty et al, 2012). This first stage was then followed by interviews with
housing and benefits advisers in the three case study areas, looking more widely at
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impacts on the housing service, the PRS market and the implications for local
services.

In wave two, the landlord postal survey was repeated (see Appendix 3 for the survey
schedule) and sent to all those who had responded to the wave one survey. Follow-
up qualitative interviews were held with five landlords in each of the three areas.
This was intended to assess: how landlord responses had changed; changes to rent
setting and letting strategies and future investment intentions; the extent to which
landlords have left the HB market altogether, or have increased or reduced their
involvement in it; and factors that had contributed to a decision to stay in the market,
such as rent negotiation and payment methods. A small number of follow-up
interviews were also held in June 2013 with advisers and other housing officers who
provided advice and support for HB claimants in Belfast and Armagh.

As with landlords, a survey of LHA claimants was undertaken in both wave one and
wave two of the study. In both waves, the claimant survey was conducted face-to-
face rather than by post. In wave one, 254 LHA claimants were interviewed in their
homes by the survey firm Ipsos MORI between February and March 2012. The
interviews were conducted across the three case study areas of Armagh, Shankill
and West Belfast (see Beatty et al, 2012).

In wave two, follow-up interviews were conducted with 174 of the LHA claimants who
had been interviewed in the wave one survey. The fieldwork was undertaken across
the three case study areas in February and March 2013, one year after the wave one
survey had taken place. The aim of the follow-up interviews at wave two was to
track changes in tenants’ housing and financial circumstances in the year since the
wave one survey had been conducted. The majority of questions were the same in
both surveys, thus making it possible to compare answers between the two waves.
However, questions about awareness of the LHA and the changes to the LHA were
dropped from the wave two survey. Instead, new questions were included in about
moving home and about how tenants were managing financially.

Before assessing the wave two research findings, the next chapter outlines the
changing nature of the NI housing market, the role of the PRS in it and key issues in
the PRS in the three case study areas.
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The Housing Market Context

3.1.

Summary

the consequences of the housing market downturn were generally considered
more extreme in NI than in GB

the range of local rents in the NI PRS sector was more compressed than in GB
and this was reflected in relatively limited variation in local LHA rates in 2013/14

in terms of reductions in all 40 LHA rates in NI since April 2011, seventeen were
less than five per cent, 11 were between six and 10 per cent, and 12 were more
than 10 per cent

landlords in Armagh thought that poor housing market conditions and difficulties
in accessing finance were more problematic than the LHA reforms per se

all landlords interviewed in Armagh said they were in negative equity and just
had to look to the long term to gain any return

PRS demand, mainly locally generated, was still strong in Greater Shankill, and
rent levels were stable

however, there had been an increase in repossessions in Great Shankill and
banks were often slow in disposing by sale

in wave one, landlords in West Belfast had thought that there might be
opportunities to diversify away from LHA tenants, but this had not proved to be
the case by the time of the wave two interviews

there were tentative signs of recovery in the owner-occupied market in West
Belfast

part-time buy-to-let landlords in particular were badly affected by the market
downturn, in all case study areas.

The Housing Market in Northern Ireland

Of course trends in the private rented sector (PRS) in Northern Ireland (NI) do not
exist independently of the wider housing market and this study has been undertaken
in the midst of an unusually volatile period.
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The wave two surveys of landlords and tenants were undertaken in the first quarter
of 2013, which is the point when the private housing market In NI began to move
from stagnation to a the beginnings of a recovery. The scale of the housing market
collapse in the province was profound, following on from a decade of overheating - in
which average property prices rose by 250 per cent in the decade to 2007
(compared to 145 per cent in the UK as whole over the same period). One of the
many negative consequences of the sharp market downturn from 2008 onwards was
an estimated £2.5bn of negative equity being imported into the housing system.
Alan Bridle of the Bank of Ireland described the long period of market adjustment
after 2008 as 'both painful and sobering'.

In interviews, landlords and housing advisers noted the more extreme "boom and
bust" cycle in the owner-occupied market in NI compared to GB. The rapid house
price inflation experienced in NI until 2008 was said to have been partly driven by
investors from south of the border and from GB, often buying properties "off plan” in
anticipation of continued price increases. However, the majority of investors at this
time were from the province. As prices were "artificially inflated" due to this external
demand, they had relatively further to fall when the housing crash came.

"Because the boom was bigger here than it was in other areas of the UK, |
suppose when the bust came it had a greater impact. People were buying up
properties at a tremendous rate here and pushing the price of them up and up
and it was unsustainable” (Housing adviser, Armagh)

Consequently the impacts of the market downturn were said to be both more
discernible and extreme, illustrated by a relatively large number of repossessions
and empty properties, and the abandonment of some new developments, which
served to reduce housing supply further. (For a more detailed analysis of the impact
of the downturn on the Belfast metropolitan area until 2010, see O'Sullivan et al
(2011)).

In the period since the surveys reported here were undertaken, the prospects for the
NI housing market have brightened a little. In terms of the private market, the
monthly RICS and Ulster Bank Housing Market Surveys during 2013, which are
based on the perceptions of surveyors, reported that October was the fifth
consecutive month in which the proportion of those thinking house prices had
increased was greater than those thinking they had fallen over the previous quarter.
(43 per cent of surveyors said that prices were higher in the most recent quarter, 52
per cent said they were the same and five per cent said that they had fallen). The
level of transactions has also increased steadily. A third of surveyors had said that
transactions had increased in the period from May to July 2013, while 56 per cent
said that they were the same, and 11 per cent thought they had fallen.

While housing market prediction remains a rather perilous activity, the underlying
indications suggest this trend will continue into 2014, with Help to Buy 2 likely to
kickstart more lending, historically low interest rates probably being maintained for
the next year, while the ratio of house prices to incomes is likely to remain amongst
the lowest in the UK. But the overhang of the housing market collapse is
considerable. As we shall see in Chapters 5 and 6, landlords in each of the case
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3.2.

study areas mentioned that banks were often holding on to repossessed properties
rather than releasing them back on to the market.

Low effective demand remains an issue, as the overall economic prospects for the
province remain poor. As one recent review of NI's economy put it: "Northern
Ireland is slipping behind the rest of the UK in just about every measure of
employment, growth and productivity.” (PwC, 2013:1) The percentage of working age
residents claiming an out-of-work benefit in May 2013 was 18.3 per cent in NI,
compared to 11.2 per cent in GB; and median annual gross earnings are £18, 756 in
NI compared to £21,583 in GB (November 2103). Oversupply in some localities will
inevitably inhibit the pace of market recovery. By the third quarter of 2013, average
property prices in Northern Ireland were still 45 per cent below their peak in 2007
according to the University of Ulster Quarterly House Price Index (University of Ulster,
2013) and 54 per cent below their peak according to the Northern Ireland Statistics
and Research Agency (NISRA, 2013). So landlords may not be rushing to sell up
and get out of the rented market just yet.

Nevertheless, it is worth bearing in mind that the relative pessimism of many
landlords in early 2013 recorded in the following chapters might now have started to
abate a little. However, the response is likely to remain more cautious in the three
case study areas than in more robust local markets such as the first time buyer
market for lower value terraced properties in east Belfast.

The Case Study Areas

Following discussion with the Department for Social Development (DSD) and the
Northern Ireland Housing Executive (NIHE), three contrasting areas were selected
as case studies - the adjacent but differently configured areas of West Belfast and
Greater Shankill and the more rural area of Armagh. Northern Ireland is divided into
eight Broad Rental Market Areas (BRMAs) (Figure 3.1). Greater Shankill and West
Belfast share the same LHA rates within the Belfast BRMA. Armagh falls within the
South BRMA and the Lough Neagh Lower BRMA.
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Figure 3.1: Northern Ireland Broad Rental Market Areas
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Table 3.1 shows relatively limited variation in LHA rates across all eight BRMAs in
Northern Ireland in 2013/14. For example, the difference in weekly rates for shared
rooms lies between £36.28 in the North BRMA and £48.16 for the South East BRMA
(a difference of £11.88); while for four bedrooms it is between £97.55 (South West)
and £125.24 (Belfast) (a difference of £27.99). This contrasts with the much higher
differentials in rent across BRMAs in Great Britain. Apart from the Shared
Accommodation Rate (SAR), LHA rates for other property sizes are highest in
Belfast, and then the South East BRMA (apart for one bed properties), while they are
relatively low in the Lough Neagh Lower and South West BRMAs.

Table 3.1: LHA weekly rates across Northern Ireland, April 2013-March 2014

Belfast Lough Lough North North  South  South  South
Neagh Neagh West East West
Upper Lower

Shared Room £42.15  £45.70 £46.99 £36.28 £46.71 £46.81 £48.16 £45.79

1 Bedroom £85.04  £68.79 £62.94  £68.33 £74.34 £64.87 £73.01 £63.52
2 Bedroom £93.27  £86.10 £77.47  £82.86 £90.99 £78.55 £93.13 £79.85
3 Bedroom £104.63 £94.23 £91.10 £88.16 £97.96  £88.82 £103.06 £88.15
4 Bedroom £125.24 £110.01 £100.88  £95.65 £107.47 £102.40 £124.87 £97.55

Source: Northern Ireland Housing Executive

Overall, the move from setting the LHA rate from the median to the 30" percentile
(and then subsequent annual uprating) has translated into smaller overall reductions
in actual LHA rates between January 2011 and April 2013 in NI than in the more
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heterogeneous GB market, as one might expect. Nevertheless, as Table 3.2 shows,
it is still a mixed picture. Of the total 40 LHA rates that exist (five for each bedroom
type across each of the eight BRMAs), 17 LHA rates were reduced by less 