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Recommendations

The following recommendations have been established from this project relating
specifically to the starter homes initiative. Section two contains a series of detailed
recommendations for further research and policy development which cover the wider
policy environment towards housing, employment and young people and should be read in
conjunction with the overall recommendations below.

1

Housing policy should explicitly recognise the needs and aspirations of young
people throughout research and policy development; research into the needs and
experience of young people is an essential prerequisite for their needs to be
provided for explicitly in regional and local authority housing strategies.

There is a need for approaches to the provision of starter homes for young people
to be subsidised in a way which is not dependent upon time- and geographically-
bound pilot schemes. A key recommendation from this research is the need to
secure a long-term solution to the housing and financial challenges faced by low
paid young single people.

HC/HCA programmes are a key source of potential funding for starter homes
through both build and purchase and a top slicing or otherwise explicit designation
of funding for homes for young people is recommended.

Continued dependence upon HB is not consistent with pathways to starter homes
and increased housing choices. A new form of revenue funding, separate to HB,
needs to be found. It is recommended that the government is approached to test
the scope to develop each of the following:

a) A new form of housing/employment allowance payable to young people in
starter homes for a time-bound period and invested for future housing
choice, similar to Work-Related Activity Premium or the Working Futures
‘block grant'.

b) A Working Young Person’s Tax Credit payable to allow effective escape from
the poverty trap at low or even minimum wage levels of pay.

C) A simple revenue allowance utilised to subsidise rent payments at a rate
above social renting and where some or all of the allowance is set aside for
saving and investment.

All revenue subsidies provided to young people as part of the scheme should be
tied to saving and investment, and lump sum amounts made available at the end of
the starter homes term and appropriate provisions made within a specific form of
assured tenancy adopted for starter homes purposes.

In respect of the availability and accessing of properties, it is recommended that:
. A private sector scheme is developed as a matter of urgency and appropriate

representatives of private landlords together with relevant local authorities be
approached to begin discussions on how a scheme might operate
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*  Areview of redundant stock be undertaken by local authorities with a view to
identifying schemes for conversion where there is limited isolation from other
communities

. Local authorities be encouraged to apply the scope for Empty Dwelling
Management Orders robustly.

In the event of a broader pilot being adopted, it is proposed that a special purpose
vehicle be designated, at least initially, to take properties into management (either
outright, on long leases or through direct HC/HCA funding for new build) in order to
provide for the build up of a starter homes portfolio.

All landlords should be encouraged to review their stock holding to identify the

scope for properties to be designated as starter homes and to be made available to
the organisation on a short- or long-lease or management agreement basis.
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Appendix 1 — people contacted during the course of this research

Organisation Contact name
Ashram Amanda Nicholls
Family HA Tim Sewell
Waterloo HA Chris Jones
Centrepoint Jeremy Gray
Housing Corporation Peter Jones

CLG re: youth homelessness Rebecca Pritchard

Supporting People — Birmingham Borough Pat Merrick
Council (BCC)

Affordable housing — BCC Mike Walsh
Private sector strategy — BCC Mike Walsh
Young people policy lead — BCC Pip Mayo
Urban Living Gerry Dawson
Path West Midlands Anne Owen

Birmingham and Solihull Learning Skills Mike Kilduff
Council

Off the Streets Linda Butler
Local Space Limited Ashley Horsey/Bob Young
Anthony Collins Solicitors Andrew Milnross
Family HA Manny Jaspal
David Stephenson
CLG Rebecca Pritchard

Birmingham  City = Consultation and Ged Cassell
Community Engagement Officer

YOT Andrew Blyth
Path West Midlands Anne Owen
Nuneaton & Bedworth Doorway Carol Gallagher
Job Centre Plus Steve Carpenter
YMCA Jim Jenkinson
Fairbridge Steve Belcher
Young Enterprise Maxine Williams

Valerie Sprague
Catherine Marchant

Mark Oakley
Youth Enterprise, Hull Charles Cracknell
Business Action on Homelessness Nikki Dee Smith

Nicola Rees
Prince’s Trust WM office
Coventry LEGI team Brin Linsell
Advantage WM Marie Greer
Learning and Skills Council Ray Walker
WM Employer Coalition Paul Toomer
Fircroft College Helen Thompson
Birmingham City College Welfare Officer
Harrogate Youth Build Alan Jenks
St Basils Matt Green

Housing Corporation Gerald Wild




Organisation

Brmingham City Council

West Midlands Regional Assembly
Bristol City Council

Rural Enabler

Bolton at Home

YMCA Sutton Coldfield

CIH

Contact name
Christine Seaton
Martin Brooks
Steve Forrest
Olly Alcock
Charles Barlow
Various
Stephanie Winter
Sharon Coton
Merron Simpson

83



Appendix 2 — Youth Advisory Board focus group (6 October)
Choosing somewhere to live
Introduction

The following pages summarise a discussion with St Basils Youth Advisory Board (YAB)
about their aspirations for the future in terms of accommodation, training and employment.
‘Future’ was not defined; this was left to each young person to decide. The discussion
therefore reflects where each young person is in their ‘housing, training and employment’
career — members of the YAB include young people living in a range of different
circumstances.

This work is part of research to develop a ‘starter home’ model for young people (a
summary of this work is provided at the end). The model hopes to be better at enabling
young people to live in good quality and affordable housing with opportunities to develop
their skills, and save for the future, whilst on a relatively low income. The input from the
young people on the Board has identified barriers to this happening now and what needs
to happen in the future.

Members of the YAB identified a number of things that needed to happen to enable them
to get the home they would like in the future. This includes:

. Education, training and voluntary work — to get a good job
. Employment — to get access to credit and loans to buy own home
. Savings — to start up in their first tenancy.

‘l want to get a good job so | can save’.

The Youth Advisory Board can only be described as inspirational, committing their time
and considerable energy to this work, on an early Saturday morning. Thanks go to
everyone for their contribution, and particularly to Tamzin, Brian and Foster who support
the Board. It is hoped this summary does the YAB justice and gets the attention of people
who have the opportunity to change things for the better for young people now and in the
future.
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Choosing somewhere to live — the location

Just as some adults are motivated to move to new places, away from family and friends,
some young people are similarly motivated. Reasons for this can include:

. Moving to make a fresh start
. Moving to access affordable, and/or larger, housing
. Moving to a better, quieter, area.

However, in both instances the availability of public transport and services, ranging from
inexpensive shops and a post office to pay bills, is a major consideration — ‘I would need
a good travel network...lI don’t mind travelling’.

Lack of knowledge of what an area has to offer restricts housing choice for young people.
Relying on public transport, and information available from existing sources (including
knowledge from family and friends), young people do not have access to the same level of
information on places to live as adults.

Some of the YAB have children, while others would like the option of having a family in the
future. Bearing this in mind, access to quality schools and play spaces is important in
planning for the future.

The YAB has the same worries about feeling safe and secure as adults — ‘Somewhere
with security’. There was also a passionate discussion about other people in the
community who are felt to bring the area down — 71 can’t take my kid to visit my dad
because of the needles’. Despite the real concern, the YAB demonstrates compassion
for other people, offering a solution to substance misuse through the provision of
accessible services to treat people.

The appearance of neighbourhoods, and treatment of others in the community, also
generated some discussion. The issue of rubbish collection, vandalism and the approach
to giving an older person an ASBO were hotly debated.
What the YAB says young people want:
Services
. Accessible hospitals and health care
. Shops that are local to everyone, that have cheap essentials
. Services for substance misusers to get them off the streets.
Infrastructure

o Good travel network.

85




Amenities, eg, parks and green spaces

. Green areas and play spaces for children (stop building on land — no spaces left)
*  Activities and exercise for young people in the community, eg, sport, judo — to get
them off the streets.

Choosing somewhere to live — the housing

The aspirations for a future home are not unreasonable; most young people would like a
two-bedroom house, or perhaps larger to accommodate family (existing and hoped for).

Aspirations are perhaps based on the young people on the YAB having already had direct
experience of finding a home. They are acutely aware of the shortage of available and
suitable affordable accommodation. This is based on the experience of viewing properties
when leaving supported housing and living in areas where there are other households
evidently in need of different housing — ‘They have five or six kids in one house. No
chance for me on my own; they have been living in overcrowded houses for ages’.

The YAB expressed a strong feeling that more should be done to educate young people
while they were living with their families — and their parents — about the reality of leaving
home and the availability of housing. ‘[The] expectation is that you will get a house —
but only if you spend time in a hostel first; | wouldn’t have made the decision to
leave home so early if I'd known’.

The YAB also felt that more could be done to resolve family breakdown so young people
were able to return home. ‘If it had been an option | might not have moved out so
early’.

It is interesting that few of the young people expressed their aspirations in terms of home
ownership but all recognised that before owning their own home, they will have to rent and
be able to get a good job, and therefore income, to support a mortgage.

Accessing housing

With experience of this process the YAB had a number of suggestions for improvement in
the system. These primarily relate to providing enough, and relevant, information to young
people to enable them to make an informed decision, and to give them time to make this
decision — ‘You are told you have to make a really quick decision but you need time
to think about it. It’s a big step’.

In addition to knowing more about a neighbourhood before a young person would move
there, the YAB also felt they should be given more information about what to consider
when looking at the actual property, for example the maintenance issues, accessibility and
security, etc.

The need for money to be able to move from one type of housing to another was
recognised, particularly to purchase the essentials. Currently young people access a set-
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up grant but they felt they would like to be able to save whilst in supported accommodation
so they ‘had at least £250; you can buy an IKEA sofa for £100 — only don’t buy
white(!)’.

What the YAB says young people want:
Housing choice

. Real information about the options before have to commit

* A guide to what you should look for in a house — would help address turning things
down or taking something unsuitable

. Home options — should consider the background of the young person when
matching with housing; housing should be suitable and in the right place

* A greater choice of housing should be given — three options not enough when
housing isn’t in right place or type

. Council officers should be more understanding — more friendly

. Increase the time between when you are shown a house and when you have to
move in

*  Council houses — where children have been brought up in these, they should get
first option to stay there.

Housing conditions

. Invest more in improving housing — just because you're on benefits doesn’t mean
you should live in poor quality housing

. More health and safety checks, eg, gas, electric and space for kids — houses not
safe when overcrowded with children. Wouldn’'t want to bring kids up in a small
space

. Safe and secure accommodation (including in supported housing).

Affordable

. Lower rent so can save money.

Other considerations

. More should be done to motivate people to meet their own housing need.
Choosing somewhere to live — the community
The YAB expressed what they wanted from the community as ‘quiet’, ie, no disturbance
from others. However, a number of young people expressed other requirements. Living in
a community with similar interests, for example people who grow their own food in the
country, was one such aspiration.
In terms of what a community could offer young people, some members of the YAB felt
that young people could learn a lot from seeing how others treated their community. For

this reason it would be desirable for young people to live in their own accommodation (ie,
not in a block of flats with other young people) so they have an incentive to interact with
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others, ‘no point putting a lot of young people in one place like flats — they will
continue to behave in the same way.’

Some young people felt strongly that the ‘loss of community feeling’ needs to be
addressed so that young people feel part of something, and some local responsibility —
‘communities are dying’.

What the YAB says young people want:

. Mixed communities so that young people can learn from others and understand
about looking after the community

. More community centres, something to bring communities together, and meetings
so can discuss local issues and take decisions.

Earning a good income

Aspirations for employment in the future of the young people on the Board are not
unrealistic, and are based on a clear desire to earn a good income — certainly enough to
make life comfortable.

It is really encouraging that a number of young people have aspirations to run their own
business in the future. However, combined with their aspirations to live somewhere
affordable and perhaps own their own home, this would be difficult in the current climate.
Purchasing your own home while self-employed is difficult without a number of years of
accounts.

A number of young people expressed a preference to move away from Birmingham; there
can be an assumption that if young people are less able to access information about
housing and neighbourhoods than adults, the same can be said about employment options
elsewhere.

What the YAB says young people want:
. Jobs that can be flexible to childcare needs and people with a disability.
Developing skills to get a good job

The young people on the YAB all volunteer their time in more than one way. Reasons for
doing this vary from wanting a better future for their own children to developing their skills
so they have a better CV and job prospects. The young people were introduced to
volunteering in different ways, ranging from seeing other volunteers benefit personally
from it, to an introduction by support workers — ‘I sort of fell into it’.

A key skill identified by young people to access employment was a driving licence. This
would also enable them to live in a nicer area and be able to access good services, eg,
schools

Members of the YAB expressed unhappiness with the existing benefits system and
particularly the apparent disincentive to gain skills that will enable you to earn a higher
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income. The young people felt that they are encouraged to take a low paid job with no
prospects: ‘if you don’t get a job you won’t get any money’. The quality and relevance
of existing training packages, eg, through New Deal, were also questioned in terms of
providing young people with the skills and experience to access a good job.

The YAB members want to be financially supported to access relevant training so they
have better prospects of a good job and income in the long run: ‘They should let people
get an education when they want it’

What the YAB says young people want:

. Change the benefits system; introduce different benefits to support people who
want to get training, eg, training allowance, rather than pushing people into low paid
work with no prospects (Job Seeker’s Allowance does this). Allowance should pay
for housing

. Set up scheme that links training to Housing Benefit and council tax so young
people can afford to get qualified

. Work should be worthwhile — need to be qualified to do it so need to sort out
training and education issues, eg, New Deal

. Education to be an option for young people over 19

. Better education for all ages

. Get project users more involved in the projects — more widely than now — advertise
so that more people in projects are aware of what’s going on (more people get the
opportunity to volunteer).

Services to support young people

The young people on the YAB have all experienced support services, experiencing a
considerable number of these before coming into contact with St Basils. Based on this the
YAB was able to identify a range of improvements needed in service provision, and
considerations for service planners. There is a particular need for young people not to feel
passed ‘from pillar to post’ until they are lucky enough to find a service that is prepared to
help them.

‘I was told | had to take the accommodation, but had to move out after threats from
another resident. The Council did not accept homelessness duty but they knew |
had nowhere else to go, and [everyone else] denied responsibility’

‘Il had to spend Christmas at the police station as | had nowhere else to go — I’'m not
a criminal’
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What the YAB says young people want:

. Services advertise more

. More services and access to services and accommodation is needed at Christmas,
when families argue more

* To be told how long it might take before you will get a house

. Support workers should talk to you about the options, set up tours, and get people
who already live there to talk to you — real information about hostels

. Organisations to take responsibility and assist young people

. Mentoring available in every project — key worker should introduce this to everyone

. Mediation services — a third party to work out family issues if you fall out —
mediation

. Neighbourhood offices should be more young person-friendly

. Guarantee funding for more than one year and realise that the impact of a reduction
in funding in one budget (and its organisation, eg, the DAT, and substance
misusers) stretches to other organisations, eg, St Basils and the services it
provides to other people.

Involvement in planning for the future

Young people on the YAB clearly enjoy being involved in the process of developing and
improving services for other young people, despite there not always being a visible return.
This is likely to be because of the way they have been involved and supported to
contribute by St Basils. It is also possibly attributable to the feeling of responsibility that a
position on the YAB brings: ‘responsibility changes you’.
The YAB feel that more young people should be able to influence the people who make
decisions, including the council. The YAB proposed that a similar Board set-up should
exist in councils and other organisations that provide accommodation and services.

What the YAB says young people want:

. Get project users involved so their input is considered.
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Project summary provided to the Youth Advisory Board

Gill Leng from HQN will be coming to the Youth Advisory Board on 6 October to talk with
you about:

1 Your aspirations for housing, training, employment and your commitment to savings
in the future, and whether these can be met by existing housing and services.
2 What organisations who plan where housing for young people is located should

think about. What sort of services and facilities should there be for young people,
and what would make it easier for young people to feel part of, and be accepted by,
people who already live in the area?

St Basils has appointed HQN, a housing training and consultancy company, to develop a
pathway — or model — for young people to access a choice of good quality housing. It is
hoped that this model would be adopted by other organisations across the country so that
young people are able to access housing, training and employment wherever they live.

The pathway would be open to young people who just need housing, not support, as well
as young people who are ready to move on from supported housing.

To do this HQN will be researching:

1 What people are doing already, and what is being developed, that could help us to
draw up the model — in relation to providing and managing housing, help to get into
training, education, and employment, and help for young people to begin saving
money for the future.

2 How the model could feed into national policies and plans, and what opportunities
there are for funding — for example the government wants to reduce the number of
people who are on benefits.

3 Young people’s aspirations for housing, employment and savings, and community,
and their different needs.
4 What would enable young people to be accepted into existing communities, eg,

access to services and facilities, increased tolerance of young people and by young
people, and helping young people to learn from other residents or to offer their skills
to other residents.

This is the first stage of the project and your views will inform what the pathway will look

like — we will ask you how you would like to find out about later stages of the work at the
meeting.
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Appendix 3 — review of relevant existing policies/projects related to accessing and
sustaining employment

The following key projects have been identified and observations about their relevance are
set out below.

Existing work and work in progress that could form part of the pathway model

Young Enterprise: this national organisation provides educational sessions and materials
on financial literacy and personal skills in schools and elsewhere. Two of their
programmes are particularly relevant:

. Learn to Earn: focuses on helping young people to learn about the benefits of
further and higher education, to identify long-term goals and aspirations, and how
the choices they make and levels of achievement whilst in education will affect their
chances of attaining those goals and of success in employment terms. Topics
include budgeting and financial planning, and what the young person will need to do
and to earn to have the lifestyle that they aspire to

. Personal economics: focuses on financial literacy, and helps students to assess
their personal skills and interests, look at career options, and develop skills with
budgeting, planning, and financial management which will help them to achieve
their goals. There is a focus on basic skills, including making savings, using bank
accounts, looking after a home, and developing a strategy for achieving the home
that the young person aspires to.

Young Enterprise works through volunteers who deliver the programmes in schools, and
through full-time staff who deliver the programmes outside schools. In schools, the work is
done as part of PHSE courses or enterprise courses. Schools contract this work from
providers. There are a few other providers doing similar work.

These two programmes are also being run with Barnardo’s and Rathbone, mainly with
young offenders, including many with housing difficulties and experiences of the care
system. This work has to be funded through charitable and project funding.

At this stage, we have only talked in detail to YE in the North East but will expand this to
talk to the West Midlands team to find out more about what they are doing re groups
outside schools, BME groups, and projects and partnerships in this region.

Youth Enterprise (Hull): this is an NRF-funded organisation which works alongside Young
Enterprise and has a range of projects, including business support for young people
wanting to move into self-employment (enterprise). The project targets young people who
live in the most deprived wards in Hull, offers support, advice, practical help, from people
who already run their own businesses. Jobcentre Plus can refer people in, who do not
have to be unemployed for 26 weeks to benefit from the support. They also carry out job
matching (eg, for the construction industry).

Fairbridge: this is a national organisation which focuses on helping young people to build
their goals, including working towards getting a job (usually the most important thing that
young people want) and getting own accommodation. Delivers life skills training, mainly
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through outdoor activities, and works with children and young people with difficult
experiences and backgrounds, often excluded from school or referred by the YOT. First
step is helping people to make a small achievement, then they may want to come back to
try something more.

Business Action On Homelessness: A ‘Ready for Work’ programme helps homeless
people through two-week job placements in which they learn essential employability skills,
enabling them to enter the job market and get ready to for independent living. Course
consists of the following:

*  Week 1 —registration half-day — introduction

* Week 2 —ready to go — two days — explore motivation, skills, hopes and aspirations,
CV preparation, interview techniques, interviews with potential employers

. Week 3 — two-week placement — supported, unpaid, constructive — with a buddy,
ends in CV and refs

*  Weeks 4-5 — post-placement support — meeting with job coach, paired for six
months, monthly meetings of client support network with CEOs and HR,
motivational discussions and workshops.

The West Midlands Employers’ Coalition considers this to be a positive programme which
gets good results, and gets good commitment from employers and their staff, employers
seem to think that it's a privilege to be involved, and it's high profile. St Basils has
indicated that it does not work well for young people — they need incentives of
qualifications and real jobs, not work placements. It seems to work for adults who have
been out of work for longer and need a) encouragement to get back into the job market,
and b) employers to be persuaded to give them a chance.

Foundations for Life Programme — lead agency Centrepoint: this provides young homeless
people with opportunities for work and training, and provides them with personal support,
encouragement and motivation.

Personal development and life skills programmes provided by supported housing
organisations — often focus on employability skills, as well as budgeting, managing a
home, paying bills, etc, and filling in application forms, writing a CV, interview skills, and
job searches.

Housing & Employment Link Project (HELP) Wirral: helps people who have recently found
work, but do not have a suitable home in which to live, and to help sustain accommodation
and employment (more research to be done on this).

The Prince’s Trust: focuses on helping disadvantaged young people into work or training,
or back into education, through:

. 12-week team course — develop a project, develop skills for the workplace and team
skills, build confidence, leave with a qualification, do a presentation on the project’s
achievement

. Development Award — between £50 to £500, and advice and support, for young
people wanting to get into work or training
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*  Targeted help for young offenders, young people leaving care, young people under-
achieving at school, young unemployed

. ‘Xl programme’ of clubs within schools — help for young people who are struggling
with schools

. Get Into? — a short course that gives you intensive training and experience in a
specific sector. The course is run by qualified professionals who are specialists in
their field. Help to start up businesses includes:

- Alow interest loan of up to £4,000 (up to £5,000 for a partnership)

- Ongoing advice from a business mentor

- Access to a wide range of products and services. This includes our free legal
helpline, sponsored by Barclays

- Agrant of up to £1,500 in special circumstances (subject to local availability)

- Atest marketing grant of up to £250 (subject to local availability).

Coventry LEGI: has five workstreams. Key approaches of the help provided here are:

. Outreach team which focuses on going out to find people who are unemployed and
providing them with help to break down the barriers to work — self-esteem, clothes,
debt counselling, whatever it takes, and wherever they can be found (don’t currently
go into supported housing but no reason not to, and do go to youth centres, streets,
pubs, and other places where young people are); helps to identify a personal
pathway to work

. Supporting existing businesses and start-ups

*  Job brokers in community centres, etc.

Youthbuild: this provides focused support and incentives, ensuring that traditionally
excluded groups gain access to vocational training that is recognised and provides the
skills needed by industry: vocational training, and gaining skills, qualifications and work
experience, and for some, securing homes which they assisted in building themselves.

For example in Essex, this focuses on NEETs who are young offenders, young people
leaving care, and other NEETs. All trainees work towards the City & Guilds Level One
Certificate in construction, and do national tests in literacy and numeracy delivered by
Chelmsford Adult Community Learning. In-house training is also given on health and
safety, first aid, manual handling, CSCS, and other work-ready activities such as CV and
letter writing and college and job applications. Community-based court orders as the initial
framework for engagement for young offenders. Works within a YOI at start, through a
workshop there, then day release and post-custody licence.

In Nottingham, construction and landscaping work, and other public and private sector
construction work. Focus on 14-16-year-olds excluded from school, young people in care
system, women, long-term unemployed, offenders, local projects, and longer term projects
than other schemes.

Harrogate: information being obtained.

PATH WM: project to bridge the gap between apprenticeships and a NEET programme
which traditionally help people for a short time. PATH is wanting to see a programme
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which helps everyone along the route to find employment. Currently able to provide a tax-
free payment for training for young people in BME groups, but no funding for extending
this model for all young people.

NB: the Birmingham Public Sector Compact seeks to ring fence job opportunities so that
any young person is guaranteed at least an interview and being taken seriously.

St Basils: currently works only with young people within their services, other than
mentoring project and homelessness awareness work going into schools.

Work carried out at present includes:

. PATH WM — job search and CV building, basic skills

. Next Step Network — accredited guidance for young people wanting to get into
education or training, or higher education

. Connexions: work with NEETs aged 16-18 and NEETs who are teenage parents

. Lifeskills programme which is an accredited programme with City & Guilds and City
College, only available for a set number at present. St Basils shortly to be
accredited to be the provider, so can work with any of their service users, provides
life skills training on everything as part of keyworking, including money
management, work finding, literacy, employability, etc.

LSC: this is looking at bespoke provision for NEETs, not generalised, integrated
employment model with Jobcentre Plus and employers — work with adults is more
integrated than work with young people at present.

Family Housing Association (as an example of a housing association that has developed
links into work): Pertemps has seconded someone into Family to work on several
programmes:

. Getting lone parent tenants into work (excellent results)

. Work placements for tenants, and then anyone, in Family HA or its contractors and
suppliers

*  Women in construction project

* Alearning and employment housing association forum which is bidding for a large
pot from the Deprived Area Fund to provide a larger pool of placement
opportunities.

National policy objectives and emerging policy that the model would contribute to
and opportunities for resources to fund the support element

Raising Expectations: staying in education and training post-16: green paper (March 2007)
sets out plan for raising age for young people to leave education or training to 18 (on a
phased basis), with the expectation that opportunities will include work-based learning as
well as studies within schools and colleges; young people will be working towards
accredited qualifications, with a mix of practical and theoretical work; every young person
would be able to choose a route which suits them, with appropriate guidance; there would
be a much greater focus on gaining skills relevant to successful learning and future
employment, including thinking, problem-solving, team work, communication, and other
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personal development skills; training providers expect this to include financial literacy and
skills for independence as well as employability, and to widen the curriculum available to
school children at a younger age. The Educational Maintenance Award would be extended
to ensure that all 16-18-year-olds would be able to participate.
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Appendix 4 - financial and technical commentary — core modelling assumptions
and outputs

Introduction
The financial modelling that has been developed incorporates the following core elements:

*  An appraisal model identifying the mix of revenue and capital subsidy implications
for a range of different assumptions. These assumptions focus on the main financial
factors affecting the affordability and extent of subsidy required and highlight the
‘generic’ financial factors which affect the funding of the type of accommodation
most likely to be established as starter homes:

- The likely property types involved in the schemes (one-bed flats and two-bed
properties)

- The capital cost of property build or acquisition

- The rent payable to any properties leased or rented from private landlords

- The level of rent charged to clients/tenants

- The level of management/operating costs to the landlord.

* Aninitial view and commentary on the affordability of rents and other housing costs
in terms of employment income and interplay with the benefits and tax systems

. Initial investigation into the scope and potential for savings and capital growth
during the period of renting to test the potential for move on to home ownership (if
desired).

These core elements apply to each of the four models for starter homes development.
Additional models operating in other environments have been investigated, and where
appropriate, initial modelling undertaken in this context. A ffifth’ approach based on a
model similar to the Local Space scheme for permanently housing temporary
accommodation has been explored.

Core financial subsidy modelling

Dimensions and assumptions

The following financial modelling analysis seeks to analyse and present the main outputs
for revenue and capital subsidy required under a range of models for property acquisition
or build, or rent from private landlords. The analysis has been carried out with the following
dimensions as set out in the diagram overleaf.

Each of these dimensions affects the affordability and public subsidy implications for
establishing properties as starter homes.
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Diagram A: dimensions (variables) within the financial analysis

Property size Built/acquired

Operating costs

Rent payable

Dimension: property size

There are two potential property sizes identified and the financial assumptions attached to
each are set out below. These are one-bedroom flats and two-bedroom flats. The latter
may be taken to include two-bedroom houses with minor adjustment to the financial
assumptions.

Dimension: build, acquire (models 1, 2 and 3)

The relevant capital costs utilised for modelling purposes are as follows and based on the
housing market in a typical West Midlands authority area. The acquisition cost is taken to
be an average open market for each type and to reflect that no major renewal works are
required. The costs of defective properties may be lower but this has not been modelled in
detail as a key principle within the project is that homes should be part of sustainable
communities.

Table A4.1: build and acquisition cost assumptions

Property type Build Acquire/
purchase

One-bed £75,000 £90,000
Two-bed £90,000 £150,000

Dimension: rent payable by tenant/client

For properties which are included in the scheme and owned and managed by the relevant
partner landlord, there are three levels of rent tested within the modelling, set with the
interplay between revenue and capital subsidy as the basis of the key outputs.
Additionally, the research tested the implications of rents being charged at a level lower
than social rents to enhance affordability. These are as follows and include:

* Social rent. the level of target rent charged by local authority/housing association
based on an assumption of property value and using the West Midlands as the
base county. Although there is some evidence (highlighted in section 4 below) that
even social rent levels represent an unaffordable level of housing cost to young
people in minimum wage employment, the working policy assumption is as set out
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in section 2 above: that the main barrier to young people accessing social rented
housing is its lack of availability rather than its affordability

Intermediate rent: this is a sub-market rent, above the level of social rent but still
within the Housing Benefit thresholds for non-working tenants; the objective would
be to reduce the level of capital subsidy to maximise the number of properties within
the schemes for a given amount of (say) Housing Corporation funding but to
perhaps introduce a requirement for a new or additional revenue subsidy to assist
the rent to be paid (in excess of or addition to Housing Benefit (HB)). Where pay is
low enough for a tenant to qualify for partial HB at an intermediate rent, there would
be ‘benefits trap’ issues around the loss of HB as pay increases and this is tested in
the affordability modelling below. The impact of the rent payable by the tenant being
at the social rent level with the rent premium subsidised through a (new) form of
revenue subsidy has also been modelled

Private sector rent. for the purposes of modelling, a headline private sector rent is
identified for each property type so that model 4 (leasing/renting from private
landlords) can be tested. The rent may or not be covered within HB thresholds but
the modelling assumes payment by the landlord/lessee rather than the tenant,
similar to the position operating within private sector leasing (PSL) schemes for
temporary accommodation. The rent payable by the tenant would be at the social
rent level with, as above, the market rent premium subsidised through a (new) form
of revenue subsidy

Sub-social rent. a rent lower than social rent has been modelled in the context of
the standard indicators of affordability set within housing research and policy; at
minimum wage, a young person paying social rents could find housing costs above
the %age of income conventionally understood as ‘unaffordable’ despite receipt of
HB; the modelling therefore includes the impact of setting rents at an assumed level
of ‘affordability’ so as to understand the impact on increased capital subsidy
requirements and to highlight the availability of resources from the young person to
put towards savings and the future. It is understood that ‘sub-social rents’ may be
subject to governance and legislative requirements.

Table A4.2: rental assumptions

Starting rent levels £/week One-bed Two-bed

Private rent £120.00 £150.00
Intermediate £80.00 £100.00
Social £56.05 £64.30
Sub-social £35.00 £45.00

Dimension: level of operating costs

For properties to be held by a landlord and rented to clients, the assumed level of
operating costs affects the level of capital and revenue subsidy required to support
financial viability. An option for future subsidy is to subsidise the management and
maintenance of designated starter homes from within the existing stock of the landlord
(perhaps though the achievement of economies of scale) or through a commitment to
utilise internal resources for the purposes (for example to utilise revenue reserves to

subsidise management).
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The initial assumptions are for £700 per property per year management and maintenance
costs (£13.46 per week) and £600 per property per year allowance for future major
renewals and repairs; for ease of assumption, this allowance is identified as a form of ‘set
aside’ or ‘sinking fund’ rather than a model based on detailed future property life cycles.

An additional dimension is the extent to which payments might be made under model 4
(leasing private rented properties) to landlords for rent net of assumed operating costs. It is
considered appropriate to make an assumption of deduction for management,
maintenance and repairs, supplemented by a premium which reflects the fact that the
private landlord would not need to find a tenant and that their property might otherwise
remain empty. The initial assumption is that this premium would be £500 per year for one-
bedroom properties and £700 per year for two-bedroom properties.

In this way, if the entire property management, maintenance and refurbishment costs
become the responsibility of a lessee landlord (be that local authority or housing
association), the payment of rent from the lessee to the private landlord would make a
deduction for these costs and a premium representing a total of £1,800 for one-bedroom
properties and £2,000 for two-bedroom properties. In this way, the private landlord would
be part-subsidising the achievement of the overall market rent, but on the basis that their
‘trouble’ and input is reduced. This approach is most appropriate perhaps therefore where
there are experiences of buy-to-leave or buy-to-let properties which have persistent
difficulty in letting.

Support costs and charges

The modelling focuses on the costs and income associated with the property and does not
include any income or expenditure associated with support services. These are able to be
provided for each of the target client groups under existing Supporting People (SP)
programmes and funding streams.

Additional notes

It is noted that the 2007 housing green paper highlights the scope for local authorities to
establish local housing companies to build or acquire stock free from the traditional
financial constraints operating in local government housing finance. The outputs below
therefore make reference to the ‘vehicle’ through which starter homes are procured/built to
be under a range of models, including housing associations and other forms of housing
company. A discussion of the issues surrounding the use of ‘vehicles’ is set out in section
5.

Core outputs for models 1, 2 and 3

The following tables highlight the position for models 1, 2 and 3 under development by St
Basils, namely the use of redundant stock, top slicing of normal affordable housing
development and landlord consortia, as these all have essentially similar financial features.
The core assumptions are varied to highlight the sensitivity of the outputs to changes in
assumptions.
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Tables 3.1 and 3.2 indicate the key outputs for the two property types given the
assumptions set out above.

Table A4.3.1: capital/revenue subsidy outputs for one-bed flats

Social Intermediate

Rent charged by landlord 56.05 80.00
Social rent paid by tenant 56.05 56.05
HA/housing company borrowing 38,940 67,308
Capital subsidy/build 36,060 7,692
Capital subsidy/purchase 51,060 22,692
Revenue subsidy — social rent charged to 0 1,246
tenant

Revenue subsidy — sub-social rent charged

to tenant 1,094 2,340

Table A4.3.2: capital/revenue subsidy outputs for two-bed properties

Social Intermediate

Rent charged by landlord 64.30 100.00
Social rent paid by tenant 64.30 64.30
HA/housing company borrowing 48,712 90,994
Capital subsidy/build 46,288 4,006
Capital subsidy/purchase 101,288 59,006
Revenue subsidy — social rent charged to 0 1,857
tenant

Revenue subsidy — sub-social rent charged

to tenant 1,003 2,860

The tables highlight that:

The capital subsidy (grant) required for the build of a one-bed flat (under these
ranges of assumptions) is £36,000 per unit, or £51,000 per unit if the unit was
purchased. It is understood that this is in line with the grant levels currently paid by
the HC/HCA in the West Midlands

There is no additional subsidy for the tenant at the level of social rent if it is
assumed that the social rent is ‘affordable’. Were the rent to be set lower, there
would be a need for additional revenue subsidy to be identified (at around £1,100
per tenant per year)

For a property with an intermediate rent charged, the requirement for capital
subsidy reduces to £7,000 and £22,000 for build/acquisition respectively. The
requirement for ‘revenue subsidy’ to allow this rent to be paid by the tenant in
addition to the social rent level is around £1,250 per tenant per year

The capital subsidy (grant) required for the build of a two-bed flat (under these
ranges of assumptions) is £46,000 per unit, or £101,000 per unit if the unit was
purchased, the differential increased between the two as a result of the market
value premium on larger properties. Nevertheless, the grant for build is in line with
those currently paid by the HC/HCA in the West Midlands
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*  The additional revenue subsidy to be identified at a sub-social rent would be around
£1,000 per tenant per year, depending upon precise rent levels

. For a property with an intermediate rent charged, the requirement for capital
subsidy reduces to £4,000 and £59,000 for build/acquisition respectively. The
requirement for ‘revenue subsidy’ to allow this rent to be paid by the tenant in
addition to the social rent level rises to around £1,850 per tenant per year.

The outputs representing the revenue subsidy requirement to subsidise rent payments to
meet the intermediate rent could be covered by Housing Benefit as the intermediate rent
would be set below sub-market HB thresholds. However, the use of HB is potentially
hazardous as the rules on HB deductions as wages and incomes increase are complex
and could likely act as a disincentive to obtain higher pay or higher paid work. This issue is
addressed in section 4. The benefit of identifying a new stream of funding to subsidise rent
payments for the duration of the starter home tenancy would be flexibility in allowing
income growth to be utilised for the creation of savings rather than simply to be ‘lost’ in
reduced HB.
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