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Managing housing voids — the impact of low demand properties
A joint report by the Accounts Commission and Communities Scotland

The Accounts Commission

The Accounts Commission is a statutory, independent body which, through the audit process, assists local
authorities in Scotland to achieve the highest standards of financial stewardship and the economic, efficient
and effective use of their resources. The Commission has five main responsibilities:

» securing the external audit
» following up issues of concern identified through the audit, to ensure satisfactory resolutions
* reviewing the management arrangements which audited bodies have in place to achieve value for money
e carrying out national value for money studies to improve economy, efficiency and effectiveness in
local government
* issuing an annual direction to local authorities which sets out the range of performance information
which they are required to publish.

The Commission secures the audit of 32 councils and 34 joint boards (including police and fire services).
Local authorities spend over £9 billion of public funds a year.

Communities Scotland
Communities Scotland is a Scottish Executive agency, reporting to Scottish Ministers and operating both
nationally and at local levels through its network of area offices.

The agency works with a range of people and organisations such as local authorities, other agencies and the
private and voluntary sectors to help regenerate disadvantaged communities and provide better housing. It
does this by raising standards, targeting investment and improving understanding.

The regulation & inspection (R&I) division of the agency registers and regulates over 250 independent social
landlords to secure good services and viable, properly-governed and well-managed organisations. It also
inspects the landlord and homelessness services of local authorities to support improvement.

R&l acts on behalf of Scottish Ministers who have delegated authority to it, set out a Code of Practice to
govern the way it works, and established a Regulation Board to oversee its work and ensure it carries this
work out independently.
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Background

Effective property management,
based on good information about
population needs and demand for
properties, is key to minimising
empty housing. This improves the
availability of homes for those who
need them and reduces rental loss to
councils and registered social
landlords (RSLs). Rent loss from
unoccupied properties, or voids,
amounted to £25 million across
Scottish councils and £8.7 million in
RSLs in 2002/03". This represents
2.8% of council and 2.1% of RSL
total rental income.

Low demand properties account for
7.5% of all C(Z)UHC” stock and 10% of
all RSL stock . Low demand
properties are those which are
‘frequently rejected or accepted only
very reluctantly even by applicants in
urgent housing need”. They can be
low demand for a number of reasons
including their location, their state of
repair, or their size. In councils and
RSLs low demand properties can
take more than twice as long to let
as other stock. Tackling the issue of
low demand properties can therefore
go some way towards improving the
performance of social landlords in
terms of rent loss.

In the context of void management
overall this report looks at the extent
and impact of low demand housing
across the social rented sector in
Scotland, and proposes a revised
performance indicator (P.I.) for
monitoring the management of void
performance and the levels of low
demand properties in councils and
RSLs.

This report provides a profile of low
demand housing across the social
rented sector in Scotland. The

information contained in the report is
based on analysis of the data
supplied by councils and RSLs using
the draft performance indicator. Low
demand housing is not an isolated
problem and is linked to a number of
other issues such as social inclusion,
community regeneration and
homelessness. Tackling low demand
housing needs to be part of a
considered approach to all these
areas. This report highlights a
number of areas where further work
is required.

Communities Scotland is currently
undertaking a thematic study on
evictions; the Accounts Commission
will be carrying out a review of
housing stock transfer and is
consulting on a future study
programme over summer 2004.

Key findings

1. On average RSLs relet their
properties twice as quickly as
councils, with RSLs taking on
average 22 days to relet their
non-low demand properties
compared to 50 days for
councils; and RSLs taking 55
days to relet low demand
properties compared to 108
days for councils.

2. The level of low demand stock
is 25% higher in RSLs than in
councils. RSLs reported 10%
of their properties as low
demand in March 2003,
compared with 7.5% in
councils.

3. Location is the main factor in
reducing demand for
properties. Other factors that
can lead to properties
becoming low demand include:
poor or unpopular design or

Summary 3

condition of individual
properties/blocks or estates;
poor quality or availability of
local services; stigma/poor
perception of an area; anti-
social behaviour/difficult
neighbours.

4. Councils and RSLs have
developed strategies for
dealing with low demand
properties they can no longer
relet. As at 31 March 2003
19% of council and 4% of RSL
low demand properties were
reported as not actively being
relet and subject to some form
of strategy.

These findings are based on
information provided by 62% of
councils and 41% of RSLs.

Why we carried out the study

The Memorandum of Understanding
between the Accounts Commission
and Communities Scotland contains
a commitment to harmonise
performance information allowing
comparison across the social rented
sector. It states that the Accounts
Commission and Communities
Scotland should: ‘aim to review
performance indicators and
harmonise indicator definitions and
standards for housing and
homelessness functions’.

Councils and RSLs were consulted
on the best way to bring together
and improve their performance
indicators relating to voids reported
to the Accounts Commission and
Communities Scotland.

1 Accounts Commission Statutory Performance Indicators 2003; Communitites Scotland's Scottish Registered Social Landlord Statistics 2003.

2 The figures throughout the report relate to 18 councils and 77 RSLs who could provide complete information.

3 Managing housing voids: a review of good practice advice with particular reference to tackling low demand, Pawson, H, Commissioned by Audit Scotland and
Communities Scotland 2003. www.communitiesscotland.gov.uk



The study approach

The study was jointly managed by
Audit Scotland (acting on behalf of
the Accounts Commission) and
Communities Scotland. An advisory
group made up of officers from
councils and RSLs and
representatives from other
stakeholder organisations provided
practitioner advice to the study team
(Appendix 4).

e The study team sent
questionnaires to all councils and
RSLs to get feedback on a draft
Pl and definition of low demand
properties, and then to collect
information on an amended
version of the PI.

e Consultation meetings were held
with groups representing councils
and RSLs including the Scottish
Housing Best Value Network and
the Scottish Federation of
Housing Associations.

e Fieldwork visits were carried out
in five councils and nine RSLs to
obtain further information on the
profile of low demand across
Scotland and to examine
methods for dealing with it.

Scope of the study

All councils’ and RSLs were asked to
provide information for this study.
Three councils did not participate.
The remaining councils provided
some information but, the findings in
this report are based on the 18
councils which were able to provide
a complete data set. Ninety RSLs
provided some information, but again
the findings in this study are based
on 77 RSLs able to provide a
complete data set.

Structure of the report

Chapter 1 - Low demand properties
in Scotland

This chapter looks at the profile of
low demand housing across Scotland.
[t examines what a low demand
property is, the levels of low demand
properties and the reasons for
properties becoming or remaining
low demand.

Chapter 2 — Performance in
managing low demand properties
In the second chapter of the report
we look at the performance of
councils and RSLs in managing low
demand properties. We look
specifically at the revised indicator
and at the differences it highlights
between councils and RSLs.

Chapter 3 - Letting low demand
properties

Here we look at the different
initiatives employed by councils and
RSLs to let low demand properties.
We also look at the properties that
councils and RSLs have decided not
to relet on the basis that continued
attempts to relet the properties would
not be successful. We examine the
number of properties in this category
and the strategies to deal them.

Appendix 1
Proposed PI, guidance and definition
of low demand.

Appendix 2

Communities Scotland’s revised
self-assessment questions on
managing housing voids.

Appendix 3

Annotated bibliography of good
practice in managing low demand
housing.

Appendix 4
Advisory group members.

4 Dumfries & Galloway Council, Glasgow City Council and Scottish Borders Councils did not participate as they have transferred their properties to RSLs.



Chapter 1. Low demand &
properties In Scotland

Key findings

e The level of low demand
properties is a quarter higher in
RSLs than in councils.

e |ocation is the main factor that
reduces demand for particular
properties.

Introduction

This chapter looks at three aspects of
low demand housing:

e how it can be defined

e the profile of low demand
housing in Scotland

e the factors that lead to housing
becoming or remaining low
demand.

To date, definitions of low demand
housing have been open to
interpretation and judgement. One of
the aims of this study was to
develop a definition of low demand,
which could be consistently

understood and operationally applied.
Using the new definition, councils
and RSLs have been able to supply
information (in some cases
estimated information) about their
housing stock. This has allowed us to
build a picture of low demand
housing across the social rented
sector.

Defining low demand

Low demand properties are
properties that are “frequently
rejected or accepted only very
reluctantly even by applicants in
urgent housing need”. Operationally
this definition does not assist
councils and RSLs, many of whom
have large numbers of properties, to
identify low demand properties in
their area. It is also focused on the
letting of a property. It would be
difficult to classify a property that has
a tenant living in it as low demand
under this definition.

-

l

Councils and RSLs need to know
where their low demand properties
are, how many they have and
whether the numbers are increasing.
Management information such as
this can help councils and RSLs to:

e act quickly to relet a low demand
property when it becomes vacant

e see early warning signs and take
preventative action if a larger area
starts to be affected by low
demand properties

e inform strategies to deal with low
demand properties.

5 Managing housing voids: a review of good practice advice with particular reference to tackling low demand, Pawson, H , Commissioned by Audit Scotland and

Communities Scotland 2003.



Having consulted with all councils
and RSLs, and a number of other
bodies, the following definition of a
low demand property has been
developed:

A low demand property is a
property where one or more of
the following symptoms are
exhibited:

e a small or non-existent waiting
list for the property

e tenancy offers on a property
frequently refused for reasons
other than personal reasons

e higher than normal rates of
tenancy turnover for a property
inan area .

Low demand housing across
Scotland

Using the definition’ above, a number
of councils and RSLs have identified
the stock they estimate to be low
demand. Councils state that 7.5% of
their properties are low demand
while RSLs identify a higher
proportion of 10%. In identifying
properties that had been low
demand in the previous year, which
continued to be low demand in 2003,
councils reported little movement
with 99% remaining low demand;
RSLs reported 95%.

In order to manage low demand
properties effectively, councils and
RSLs need to know how many low
demand properties they have and
where they are. Findings from the
consultation highlighted that 38% of
councils and 14% of RSLs
responding to the study could not, or
had difficulty, providing information
for the proposed Pl.

Some councils and RSLs only
flagged properties as low demand
when they became empty and
therefore were unable to supply
details relating to all low demand
properties.

Recommendation 1:

In line with accepted good practice
in the management of low
demand properties, councils and
RSLs should collect information on
the number and location of low
demand properties within their
areas. They also need to be aware
of factors that contribute to
properties becoming low demand.
This will enable councils and RSLs
to develop informed strategies to
deal with the issues of low
demand.

Location of low demand properties

Levels of low demand properties
vary among councils and RSLs
(Exhibits 1 and 2). Pockets of low
demand also exist within council and
RSL letting areas. Low demand can
affect a whole estate or an individual
property on a street where demand
for property is otherwise high.
Exhibits 1 and 2 show the proportion
of properties that each council and
RSL estimates to be low demand.

Two councils and forty-five RSLs
stated they have no low demand
properties.

Types of low demand properties

All property types were reported as
being low demand in some areas.
This reinforces the finding that
location is the main factor
contributing to a property becoming
low demand. There are two
exceptions to this. Bed-sits were

6 Detailed guidance on this definition and how to apply it appears in Appendix 1.
7 Landlords were also given guidance at the time of data collection on the application of the definition. This guidance appears in Appendix 1. Since the data collection
exercise we received further comments asking for more detailed guidance through examples. These have now been added, but were not available at the time of

data collection.

8 Difficult to let sheltered housing, Tinker, A., Wright, F & Zelig, H., HMSO (1995).
9 Low demand housing in Scotland, CHIS, Chartered Institute of Housing in Scotland (2003).
10 Difficult to let sheltered housing, Tinker, A., Wright, F & Zelig, H., HMSO (1995).

consistently noted as a property type
that was low demand across both
councils and RSLs.

Sheltered accommodation was also
frequently mentioned as being low
demand, particularly when in rural
settings, often some distance from
amenities and services. Low demand
sheltered accommmodation has been
an issue in Englagnd and Wales for a
number of years . Despite a growing
older population and a national policy
to enable older people to live as
independently as possible, low
demand sheltered accommodation
appears ;EO also be a problem in
Scotland'. There are a number of
factors which cause sheltered
accommodation to be considered
low demand:

e outdated design and facilities
e poor location

e over-provision of sheltq(r}ed
accommodation locally .

Recommendation 2:

In line with accepted good practice
in the management of low
demand properties, councils
should ensure that the way in
which they manage their sheltered
accommodation supports their
overall community care strategy.



Chapter 1. Low demand properties in Scotland

Exhibit 1

Percentage of council properties estimated to be low demand

35
30
25

20

Percentage

15

.|III
0 Illllllllll-

Councils with low demand property

o1

Source: Audit Scotland and Communities Scotland 2003

Exhibit 2

Percentage of RSL properties estimated to be low demand
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What factors lead to properties
becoming low demand?

Whether or not a property is low
demand depends on a number of
factors, but appears to be linked
mainly to the location of the property.
One property type may be both low
demand and high demand within the
same council or RSL. For example,
one city council stated that tenement
flats are in high demand in the city
centre, but are low demand on the
outskirts of the city.

Overall, the factors which can
contribute to a property or group of
properties becoming low demand can
be broken down into three categories:
environmental, aspirational and
housing management.

Environmental factors

The reputation of a property or
estate, and population change within
the council or RSL letting area can
have a major impact on the demand
for a property or properties.

Councils and RSLs consistently
report that reputation is one of the
strongest factors in influencing the
demand for a property and also one
of the hardest to overcome. An area
of housing or even an individual
property can be perceived as an
undesirable place to stay due to
factors such as high crime rates or
high levels of anti-social behaviour.
Once a property or group of
properties has a poor reputation,
even if the cause is no longer
present, it is very hard to change
public perception. Once an area is
stigmatised in this way, demand for
properties can fall.

Population change also influences
demand for properties. The demand
for certain types of property is

changing as the proportion of older
people in Scotland increases and the
number of younger people
decreases. However, other areas are
affected by an overall population
decline and this can lead to a general
lack of demand for property.

Aspirational factors

There has been a significant growth
in the number of owner-occupiers in
Scotland. People are moving away
from renting and either buying the
property they have previously rented
or buying their own property on the
private market. Since the 'right to
buy’ policy Wasﬂintroduced in 1980
almost 350,000 council houses have
been sold to tenants in Scotland.

This, according to councils has had a
significant impact on their ability to
let properties. Councils report that
existing tenants bought many of their
high quality and high demand
properties. This has left them with a
lower quality of property available for
rent. Potential tenants may turn to
RSL properties or the private housing
market to get a better quality property.

Within the next two years RSLs
could find themselves in a similar
situation as tenants exercise their
right to buy their RSL property. This
was introduced in the Housing
(Scotland) Act 2001.

Management/policy factors
Management factors such as the
letting policy of the council or RSL
can create a situation where there is
low or even no demand for a
property. A number of councils and
RSLs have lettings policies that
govern the allocation of certain types
or sizes of properties, which disallow
under—ocoupationu. Lettings policies
such as these can falsely restrict
demand.

11 Scottish Executive Housing Statistics branch 13 December 2003.

12 Under occupancy refers to the practice of letting a property that is too big for the needs of the applicant e.g. a three bed roomed house to a couple with one child.
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Key finding:

On average RSLs relet their
properties twice as quickly as
councils.

Introduction

Audit Scotland and Communities
Scotland have developed and piloted
a revised void management P..
which separately measures the level
of and performance in reletting low
demand properties across Scotland.
The information from this indicator,
along with additional information
supplied by councils and RSLs,
provides a baseline picture of levels
and trends of low demand housing
across Scotland. It has also allowed
comparison, for the first time, of low
demand property levels across the
social rented sector. This chapter
looks at the proposed indicator and
analyses council and RSL
performance.

The indicator

Under the current Accounts
Commission and Communities

Scotland Pls, councils and RSLs are
asked for information on the number
of properties relet in the following
time bands: under two weeks; two
to four weeks; and over four weeks.
In 2003 councils reported that 60.5%
of their stock was relet in over four
weeks whilst RSLs reported a level
of 42%. There is no further break-
down of information on relets within
this time band. These properties
could take five weeks, six months or
over a year to relet. This lack of
information, coupled with councils’
and RSLs' concern that low demand
housing skews their overall
performance on rele‘[s,13 led to the
development of the proposed
indicator.

Eighteen councils and 77 RSLs
submitted completed information on
the proposed P.l. Most of the
information was based on estimated
data for a number of reasons: IT
systems could not retrospectively
calculate low demand levels or relets
in the requested time bands; or
councils and RSLs did not collect the
data. The relative performance of
councils and RSLs is outlined in the
following sections.

13 A full version of the indicator along with guidance is set out in Appendix 1.

Reported performance shows that
councils take an average of 76 days
to let a property while RSLs take less
than half that time at 35 days.

Exhibit 3 (overleaf) shows the
performance of RSLs and councils
when low demand is separated out
from the remaining properties.

For both councils and RSLs it is clear
that low demand housing does skew
overall performance in letting their
stock. Both councils and RSLs take
twice as long to let low demand
properties as they take to let their
other properties.

This table also shows that on
average an RSL lets its low demand
properties in nearly the same time it
takes a council to let its non-low
demand properties. Overall, RSLs
take approximately half the time to
let their properties as councils. This is
true for non-low demand and low
demand properties.
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Exhibit 3

Average relet times for councils and RSLs for the year to 31 March 2003

Low demand Non-low demand All properties
Council 108 50 76
RSL 55) 22 35

Source: Audit Scotland and Communities Scotland 2003

Exhibit 4
Non-low demand property relet times for the year to 31 March 2003
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Exhibit 5

Low demand property relet times for the year to 31 March 2003
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14 Information from the Accounts Commission Statutory Performance Indicators (SPIs) and Communities Scotland’s Scottish Registered Social Landlord Statistics 2002/03.



Exhibit 6
Void low demand property as at 31st March 2003

Chapter 2. Performance in managing low demand housing

15%

189
7

Source: Audit Scotland and Communities Scotland 2003

Exhibit 7

Turnover of property for the year to 31st March 2003

Source: Audit Scotland and Communities Scotland 2003

RSLs also have a quicker turnaround
for letting properties. This is shown
in Exhibits 4 and 5 (opposite). These
graphs show relets on an individual
time band basis across low demand
and non-low demand properties.
RSLs let a higher percentage of their
non-low demand properties in under
four weeks. Around 45% of council
non-low demand properties take over
five weeks to relet.

With low demand properties, again
RSLs are quicker at reletting with a
almost 40% of relets within four
weeks, for councils the figure is just
below a quarter.

Void properties

As at 31 March 2003, 15% of council
low demand properties were empty,
this compares to 5% of RSL low
demand properties. Over the year to
31 March 2003, low demand council
properties remained void for twice as
long as RSL properties (Exhibit 6).

8.1%
8.8%

Turnover of properties

One area where councils and RSLs
perform at a similar level is in turnover
of properties. Around 8% of non-low
demand properties are relet within a
year. This figure rises to around 23%

for low demand properties (Exhibit 7).

Performance summary

Overall, RSLs let their low demand
properties more efficiently than
councils. They relet properties more
quickly and their void properties are
empty for a shorter period of time
than council properties.

There may be a number of reasons
for this including the age of council
properties; the impact of right to

buy’; and new build RSL properties
being marketed in the same areas.

Recommendation 3:

In line with accepted good practice
in the management of low
demand properties, councils and
RSLs need to ensure that their
letting process does not
exacerbate the amount of time
properties lie empty.

235
138

22.7%
22.5%

Recommendation 4:

In line with accepted good practice
in the management of low
demand properties, councils and
RSLs should carry out local
benchmarking in order that good
practice can be shared across the
social rented sector.
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Chapter 3. Letting low
demand properties

Key finding

Both councils and RSLs have
developed strategies for dealing
with low demand properties they
can no longer relet.

Introduction

This section looks at what councils
and RSLs are doing to let their low
demand properties and what options
are available to them when this
cannot be done.

Initiatives to reduce low demand

Councils and RSLs employ a range of
strategies to let low demand
properties. Across councils and RSLs
similar strategies are being applied.
Some of these strategies are
discussed below, but for a
comprehensive guide to good
practice options for dealing with |ovy5
demand properties see Appendix 2 .

b

Many initiatives used by councils and
RSLs to let low demand properties
are based on making the property
more attractive to the potential
tenant. This includes offering
incentives such as a rent-free period
if the tenancy is accepted; offering a
decoration, furniture or white goods
allowance; or offering a garden tidy.

Councils and RSLs either offer these
incentives up front or discuss them
as options while showing a potential
tenant around a property. Some
councils and RSLs felt that this was
the best way to ensure they did not
lose a prospective tenant over
something that they could easily
rectify.

While incentives such as these can
help let a property, councils and RSLs
should ensure that they are creating
a sustainable tenancy. Any benefits
of letting the property quickly through
incentives will be short-term if the
tenancy only lasts a few weeks or
months.

Another popular method for
encouraging the take-up of tenancies
on low demand properties is
marketing them. This course of
action is aimed at making more and
different people aware of the
properties a council or RSL has
available for let through advertising.
Advertising can heighten awareness
of renting as an option and bring
available properties to the attention
of wider audiences, thereby
increasing the numbers of potential
tenants. Marketing properties in this
way can be very successful, but
councils and RSLs need to be ready
to respond to increased interest.

Choice based letting is another
method of marketing properties.
Many organisations are now turning
to a ‘property shop’ or estate agency
method of marketing properties. This
way prospective tenants can come
into a property shop and choose the
property they want, provided they
meet the criteria for that property (for
example size of family).

15 Appendix 2 contains Communities Scotland's self-assessment questions on the management of housing voids including low demand properties.



Environmental improvements

In some areas the physical
environment of the property needs to
be up-graded and protected to make
it more acceptable to prospective
tenants. This is a particular option if a
whole street, block of flats or estate
is low demand.

Tidying gardens, fixing gates and
painting walls, fencing or railings can
make a big difference to the physical
appearance of an estate. Some RSLs
and councils have also added a
warden service to maintain any
improvements and to help tenants
feel safe.

Properties which have been set
aside

The types of improvement
mentioned above can be highly
effective at letting low demand
properties more quickly. However,
many councils and RSLs have
properties that they have decided are
no longer viable to relet. Reasons for
this can be varied but include:

e Demographics: if the population is
falling in a council or RSL letting
area, then there may be reduced
demand for housing.

e |nvestment: if the properties
require significant investment to
make them attractive to a
potential tenant the level of
investment may be greater than
future income.

e Environment: for example, if a
property continually gets flooded
it may no longer be worth
repairing and may be unattractive
to tenants because of the risk of
flood and/or the inability to gain
insurance.

On average 4% of RSL low demand
properties and 19% of council low
demand properties are not actively
being relet and the landlords are

Chapter 3. Letting low demand properties

developing other options, to deal
with them. These options include:

e Re-designation of the properties
Where the stock is transferred to
another landlord with access to
capital investment needed to
make it viable to let, or it is sold.

e Demolition
This may be an option where the
council has an over supply of
housing due to population
changes. It might also be the
case that the condition of the
stock, or the reputation of the
area is such that it would be more
cost effective to demolish the
stock and regenerate the
community.

e Re-configuration of the properties
This could be an option where the
properties that a council or RSL
has available for let are not of the
type or size suitable for
prospective tenants.

Councils and RSLs must make a
decision based on the best
information they have about the
future viability of house types and
consider their options. Whatever
course of action councils and RSLs
decide to follow, it must be part of a
wider housing and community
planning strategy and involve
consultation with the relevant
partners.

Recommendation 5:

In line with accepted good practice
in the management of low
demand properties, councils and
RSLs must ensure that any
strategy developed for properties
they can no longer relet is part of a
wider housing and community
strategy agreed with other
relevant agencies.
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Appendix 1. Proposals for a new housing
void performance indicator
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Appendix 2. Communities Scotland —
self-assessment questions

We reviewed the Performance AS1.5 (Void Management) other new questions have been added to
Standards self-assessment questions  relevant Performance Standards the existing questions, and these are
on Communities Scotland’s include GS2.3 (Sustainability), AS1.1 highlighted bold in the list below.
Inspection Guidance website in the16 (Access), AS1.2 (Lettings), AS1.3

light of the review of good practice (Tenancies), AS1.5 AS1.9 (Anti-social

carried out for this study. As well as behaviour) and AS2.1 (Repairs). Three

16 Managing Housing Voids: a review of good practice advice with particular reference to tackling low demand, Pawson, H., unpublished report for Audit Scotland and
Communities Scotland, (2003).
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Appendix 3. An annotated bibliography of
good practice advice on voild management’

rom a review of good practice commissioned by Audit Scotland and Communities Scotland and carried out by Hal Pawson , School of the Built Environment,
University.
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Appendix 4. Study advisory group
members
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