Government to replace housing benefit 

Matt Weaver, Tuesday May 17, 2005
The government pledged today to go ahead with a controversial plan to replace housing benefit with a new flat-rate allowance aimed at encouraging tenants to shop around for cheaper housing. The new local housing allowance, which is paid direct to tenants rather than to their landlords, is currently being tested in the private rented sector in 18 local authority areas. 

In the Queen's speech the government said it would publish legislation to introduce the new system nationwide in the private sector. Ministers have already promised to implement the new scheme within the next three years. The legislation is also expected to allow the new flat-rate allowance to be introduced for council and housing association tenants. 

But the government has pledged to fully test the allowance in the social rented sector before any such extension. It also wants to complete a programme of rent reforms so that the amount that councils and housing association tenants are charged better reflects the value of their properties. 

A spokeswoman for the Department for Work and Pension said she did not know whether the legislation would be introduced as a separate local housing allowance bill or as part of a wider welfare reform bill. But she said that details of the proposals would be available over the next few months. 

The new allowance will be based on average local rents rather than actual rents charged. As it will be paid direct to tenants the government hopes the new system will encourage tenants to take more responsibility for the costs of their housing. 

If tenants can find accommodation that is cheaper than the local rate they will be allowed to keep the difference. If their rent is higher they will have to make up the difference from other resources.  Landlords fear that rent arrears will increase sharply under the new system. Welfare campaigners are worried that it will create ghettos of poor households in the worst housing. 
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