
 

 

 

 

 

 

 

 

 
 
RESEARCH INTO THE POTENTIAL MARKET FOR  
MID MARKET RENT IN GLASGOW 
 
FINAL REPORT 
APRIL 2012 

 
 
 
 
 
 
 

 
 

anna.evans@aehousing.co.uk 
www.aehousing.co.uk 
Contact: 07747 352813 

In association with 

Mandy Littlewood 

Social Research and Consulting 

mailto:anna.evans@aehousing.co.uk


 

¢!.[9 hC /hb¢9b¢{ 
 

Executive Summary .......................................................................................................... i 

1. Introduction .............................................................................................................1 

2. The Glasgow housing system and strategic context ..................................................3 

3. Intermediate and mid-market rent policy and practice ...........................................14 

4. Potential scale of the MMR market in Glasgow ......................................................29 

5. Area analysis ..........................................................................................................35 

6. Characteristics of the potential market for MMR....................................................51 

7. Scoping the potential supply of MMR in Glasgow ...................................................66 

8. Summary and conclusions ......................................................................................74



 i 

EXECUTIVE SUMMARY 

Chapter 1 ς Research objectives and method 

Glasgow City Council appointed Anna Evans Housing Consultancy Ltd together with Mandy 

Littlewood Social Research and Consulting and IBP Strategy and Research to undertake research 

into the potential market for mid market rent (MMR) in Glasgow. Glasgow City Council and 

Glasgow Housing Association jointly commissioned and funded the research.  

The overall objective of the research was to establish what the market is for MMR in Glasgow 

ŀƴŘ ŀǎǎŜǎǎ ǿƘŀǘ ǊƻƭŜ ƛǘ ǿƻǳƭŘ Ǉƭŀȅ ƛƴ ƳŜŜǘƛƴƎ ǘƘŜ ŎƛǘȅΩǎ ǎǘǊŀǘŜƎƛŎ ƘƻǳǎƛƴƎ ƻōƧŜŎǘƛǾŜǎΦ ¢ƘŜ 

expected outputs from the research were as follows: 

¶ Assessment and quantification of the overall market for MMR or a derivative MMR product 

(e.g. rent to mortgage); 

¶ Geographic spread of the MMR market across the city, and in different types of area; 

¶ Characteristics of households that would access MMR and allocation criteria; 

¶ !ǎǎŜǎǎƳŜƴǘ ƻŦ aaw ǊƻƭŜ ǿƛǘƘƛƴ ǘƘŜ ŘȅƴŀƳƛŎǎ ƻŦ DƭŀǎƎƻǿΩǎ ƘƻǳǎƛƴƎ ǎȅǎǘŜƳΤ 

¶ 9ǎǘŀōƭƛǎƘ ƛǘǎ ǎǘǊŀǘŜƎƛŎ Ŧƛǘ ǿƛǘƘ DƭŀǎƎƻǿΩǎ ǎǘǊŀǘŜƎƛŎ ƘƻǳǎƛƴƎ ƻōƧŜŎǘƛǾŜǎΦ 

The research method involved review of policy and practice in the intermediate sector across 

the UK; comprehensive data analysis and affordability assessments using demographic and 

income data, house sales and rental data to establish estimates of demand for MMR at the 

citywide and area level; an assessment of the nature and type of potential demand for MMR 

through a series of 10 focus groups with consumers in different parts of the city; a scoping 

exercise through indepth interviews with potential suppliers and existing private 

landlords/letting agents to explore who may invest, develop and manage MMR properties, and 

what the impact may be on the existing private rented sector. The study was completed with 

ŎƻƴŎƭǳǎƛƻƴǎ ƻƴ ǘƘŜ ǊƻƭŜ ǘƘŀǘ aaw ŎƻǳƭŘ Ǉƭŀȅ ǿƛǘƘƛƴ ǘƘŜ ŘȅƴŀƳƛŎǎ ƻŦ ǘƘŜ ŎƛǘȅΩǎ ƘƻǳǎƛƴƎ ǎȅǎǘŜƳΣ 

ŀƴŘ ǘƘŜ Ŧƛǘ ǿƛǘƘ DƭŀǎƎƻǿ /ƛǘȅ /ƻǳƴŎƛƭΩǎ ǎǘrategic housing objectives. 

Chapter 2 ς The Glasgow housing system and strategic context 

Demographic projections show continuing increases in population and households in Glasgow. 

The majority of these households are small ς single people and single parents, although there is 

a projected increase of 4,000 family households. 

The overall level of social deprivation has improved in Glasgow with many areas moving out of 

the top 15%, although there are still areas of persistent deprivation: areas that have been in the 

bottom 1%-5% for at least the last 5 years. 

The housing boom from 2001 led to the average house price in Glasgow peaking at £145,656 in 

2008, but as the recession kicked in, by March 2009 prices had fallen by 20% from their pre-

recession peak. Over the past two years there has been considerable fluctuation in prices, 

reaching a mean price of £133,883 in Quarter 2 of 2011.  For new build, sales prices have 

increased by 2.6% over the last year, compared to static resale prices.    

There is a strong demand for affordable housing in the City as demonstrated through the 2011 

Housing Need and Demand Assessment. This is confirmed through the qualitative Housing 

Options research undertaken in 2011, which revealed consumers are waiting longer for social 

housing in Glasgow and feel they have less housing options ς the shortage of affordable housing 
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is a relatively recent phenomenon in Glasgow. This study also confirmed high demand in the 

private rented sector. 

There is a strong policy commitment to provide a range of affordable housing solutions in 

Glasgow including intermediate rent and options that assist households move into ownership if 

they wish. The Transformational Regeneration Areas (TRAs) are a key regeneration priority for 

the City, driven by GCC, GHA and the Scottish Government.  

Chapter 3 ς Comparative review: Intermediate and mid-market rent policy and practice 

The definition of intermediate or mid-market rent used in this research is:   

The proportion of younger working households (aged 20-39) in each area that could afford to 

pay more than a local housing association rent (without relying on housing benefit), but could 

still not afford to buy a two to three bedroom dwelling at the very low end of the local 

housing market, measured by lowest decile house prices. (Narrow definition, Wilcox, 2007) 

This definition is based on need rather than demand. A broader definition also includes those in 

work but claiming Housing Benefit at the lower end of the income distribution and those who 

could not afford to buy at the lowest quartile (rather than decile) at the higher end. The Wilcox 

analysis also includes consideration of the affordability of private rents by looking at the ratio of 

private renting costs to owning costs.  

The comparative review discusses the different approaches to MMR in England and Scotland. 

The English experience is longer, originating in the Key Worker Initiative in 2004. Since then 

intermediate renting has normally been available on the basis of 80% of private sector rents, 

and is often associated with rent to buy products. In Scotland, the convention over the last four 

years has generally been 80% to 100% of Local Housing Allowance levels (LHA, which represents 

the lowest 30th percentile of private sector rents) although there are also examples of rent 

setting at sub-market prices (rather than sub-LHA). 

The comparison between the evidence in the literature and recent lets in Scotland shows the 

likely profile of intermediate / MMR tenants. Household incomes are modest, typically under 

£30,000; renters tend to be single people or single parents, with a lower proportion of family 

households compared to those taking up intermediate ownership options; the large majority 

will be aged less than 40 years old, although MMR renters may be slightly older than 

households interested in low cost home ownership; previous circumstances will most commonly 

be private renting, living with parents, or council/housing association tenant. 

The tenant profile inevitably reflects the most common letting criteria, typically: people should 

be in work, and there is usually a minimum and maximum household income threshold; Housing 

Benefit claimants and those that are deemed to be able to afford private renting or home 

ownership are usually excluded. Scottish experience suggests income criteria between £15,000 

and £45,000 (with the higher end of the range for families). Other common criteria are social 

ǘŜƴŀƴǘǎΣ ǎƻŎƛŀƭ ƘƻǳǎƛƴƎ ǿŀƛǘƛƴƎ ƭƛǎǘ ŀǇǇƭƛŎŀƴǘǎ ŀƴŘ ΨƪŜȅ ǿƻǊƪŜǊǎΩ ƻǊ ƻǘƘŜǊ ǇǊƛƻǊƛǘȅ ƎǊƻǳǇǎΦ   

Evidence of the English experience suggests there are different markets for a dedicated 

intermediate rental product, compared with products designed with the option or expectation 

to buy the property at a later date. The examples provided by L&Q show different rent levels 

(65% or 80% of market) targeted at different household incomes, with the options of renting 

indefinitely or purchasing equity shares or outright ownership, with the incentive of shares 

contributed by the provider. There is only one concrete example of a Scottish developer offering 
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a deposit saving scheme attached to its NHT developments, although another two developers 

and LAs are considering options.  Findings from the English Rent to Homebuy product suggest 

rents have to be sufficiently low to enable renters to save for a deposit. The appendices to the 

main report provide some useful examples of intermediate products which are designed to help 

renters save for ownership. 

The review suggests there is scope for using MMR in regeneration areas, assuming the right 

location and a strategy to invest in the area. The absence of private sector rented markets does 

not necessarily mean there is not a market for MMR; investment in sub market rented housing 

may be part of the pump priming required to regenerate an area and to mix the income profile 

of residents.  

The majority of the experience of MMR in Scotland and elsewhere in the UK has been focused 

on city centre and in pressured housing markets. The focus of activity in Scotland has been in 

Edinburgh and Aberdeen, which have the highest rents in Scotland, and higher household 

incomes than found in Glasgow. Dundee provides the most relevant comparable example to 

Glasgow, where the housing market is less pressured, and average private rents and household 

incomes lower; here there is also a proven market for renting at levels discounted to the private 

market (not discounted to LHA) for those on modest incomes. There are also examples of MMR 

being provided successfully in less central locations in Dundee, Edinburgh and Aberdeen. 

The MMR market in Glasgow is in its infancy. The five developments that are in the pipeline 

present a range in size and type. Some have been brought forward to stimulate stalled sites, 

previously intended for housing for sale, some are new build in pressured areas, while one is a 

redevelopment of former social housing provision. Three out of five of these developments 

were approved by GCC, whilst two were approved for subsidy by the Scottish Government. 

There is currently no centrally agreed strategy for the development of MMR in Glasgow. 

Chapter 4 ς The potential scale of MMR in Glasgow 

The purpose of the analysis is to estimate the potential market for MMR through analysing data 

on incomes, house prices, rents and household circumstances, based on the Wilcox definitions 

of the narrow and broad intermediate market.  It is important to note that the analysis covers 

existing residents of Glasgow neighbourhoods.  The market for MMR in Glasgow may well 

extend beyond neighbourhood or City boundaries and so in that sense the estimates provided 

are conservative. 

The assessment, comprising analysis of the CACI PayCheck 2011 data and the CACI up-dated 

demographics 2011 at the neighbourhood level consisted of the following process. 

1. Assessing the overall market size of the Intermediate Housing Market, through identifying 

the % of households with incomes that are above the Housing Benefit eligibility rate and so 

could afford MMR without Housing Benefit but below the rate where they could afford the 

lowest market prices. 

2. Excluding those who are already homeowners, as they have already managed to secure 

housing in the market. 

3. Assessing whether households are likely to be able to afford typically available mortgage 

products at 90% LTV for (a) lowest decile and (b) lowest quartile house prices. 

4. Assessing whether the mortgage payment is affordable at the 33% affordability ratio and 

whether the household has access to savings of at least £1,000 (which a 90% LTV implies). 
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5. Another indicator of being able to afford market prices is the ability to afford private rents.  

A further test is the ability to afford rents at 100% of the Local Housing Allowance rate 

(LHA), which ensures that rents are at the lower end of the market (since LHA rates are 

based on lowest 30% of rents).   

6. This analysis is then set against average social rents to show the rent differential between 

market rents, potential MMR rents and social rents. 

If the broader definition of MMR is adopted, households eligible for Housing Benefit would not 

be excluded from the estimates.  However, the analysis as described above enabled conclusions 

to be reached relating to the lowest levels of income required to ensure that MMR is affordable 

without Housing Benefit. 

The assessment found that there is a substantial market for MMR ranging from around 24,000 

of households aged under 45 years currently unable to afford LHA level rents to 28,500 unable 

to afford average private rents. The estimates based on not being able to afford to own are 

higher, at around 36,000-37,000.  Excluding those without savings reduces this figure to 

between 12,200 to 19,400. The overall estimate of the market is likely to be around 10% of 

current Glasgow households.   

Comparing the two different tests (ability to afford ownership, and the ability to afford private 

renting), it can be seen that the significant impediment to access ownership is not having 

savings, since the mortgage costs of a property in the lowest house price decile or quartile are 

considerably lower than average private rents.  What is evident in the different scenarios is the 

lack of savings among younger Glasgow households - 25% of young Glasgow households have 

savings of more than £1,000, compared with 35% of younger households in Scotland overall.  In 

the lower price affordability model, the lack of savings contributes to around two-thirds of the 

ŜǎǘƛƳŀǘŜΦ  ¢Ƙƛǎ ƳƛƎƘǘ ǎǳƎƎŜǎǘ ǘƘŀǘ ǘƘŜ ΨǘǊǳŜΩ ƳŀǊƪŜǘ ŦƻǊ aaw ƛǎ ŎƭƻǎŜǊ ǘƻ ǘƘƻǎe unable to afford 

private renting, with a sub-market of households who would be able to afford owning in future. 

¢ƘŜ ŜǎǘƛƳŀǘŜŘ ΨƳŀǊƪŜǘΩ ŦƻǊ ƳƻǊǘƎŀƎŜ-guarantee or savings-orientated solutions is 16,500 based 

on lowest quartile house prices or 23,500 households based on lowest decile prices (at 4.5% 

mortgage interest rate). 

Almost half of those in the market for MMR, based on current residents, are in the 15% most 

deprived datazones.  This clearly suggests a strong regeneration role for MMR. 

The likely income threshold for MMR to be affordable is between £15,000 (above the Housing 

Benefit threshold) and £30,000, although this may vary for larger households and by local 

markets. 

Chapter 5 ς Area analysis 

The challenges associated with deriving estimates at sub-market level are considerable as 

highlighted by a recent Scottish Government paper on assessing demand for intermediate 

rented housing. Even though this analysis provides indications as to the areas that have the 

greatest potential for MMR, it is recommended that further local market appraisal will be 

required at the point of development proposal. It also emphasised that there will be some 

smaller areas where market indicators do not suggest a market for MMR but where the 

objective is to diversify household incomes and tenure by attracting households currently living 

outwith the area; TRAs and other regeneration areas will be particularly relevant here.  

Two methods have been used to establish those areas with the greatest potential for MMR.  

The first considers a range of market indicators and neighbourhood characteristics, which when 
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taken together provide conclusions as to which areas show the greatest potential market for 

MMR. A range of maps has been produced to illustrate findings. The second method is to 

produce modelled estimates of the prevalence of MMR under four different scenarios, using a 

methodology designed by Ipsos MORI. The outputs from this modelling are provided at 

datazone level and have been mapped for the purposes of this report. The availability of 

datazone prevalence rates will be important for decision makers assessing individual 

development proposals.  

Analysis of house prices, income and rents alongside demographic data shows a strong potential 

market in pressured areas within the West End, City Centre and South Side.  There is also a good 

market more widely, including within the TRAs. Inevitably, there will also be demand for MMR 

in areas where there are shortages of affordable housing, but where there may also be a 

relatively affordable and ready supply of private renting. The key consideration here is the 

affordability of private rents relative to local household incomes.  

The different market and demographic characteristics and the potential for MMR in 10 specific 

neighbourhoods were explored in greater depth through a case study approach. The areas 

selected were a mix of pressured areas and TRAs, findings of which are set out in an annex to 

the main report.  

Chapter 6 - Characteristics of the potential market for MMR 

Ten focus groups were undertaken in Toryglen; Govan; Maryhill; Shawlands; Gallowgate; 

Partick; Dennistoun; Temple / Anniesland; Laurieston; and Woodlands. The focus groups were 

segmented by different household tenure types - low income private renters, aspiring owners, 

family households, frustrated social renters and key workers. Other criteria that group members 

had to meet included full or part-time employment, aged less than 45 years and a household 

income of between £15,000 and £30,000. Student households were excluded from the sample. 

The household tenure of the 64 participants were 37 private rent, 16 social rent, 7 home owners 

and 4 staying/renting with family and friends. The purpose of the focus groups was to 

understand more about the nature of the potential MMR market and what the likely target 

market might be; and to explore aspects of MMR ς pricing, location and product. The most 

common themes arising in the focus groups are summarised below. 

Images of tenure ς conǎǳƳŜǊǎΩ ǾƛŜǿǎ ƻƴ ǘŜƴǳǊŜǎ ŀƴŘ ǘȅǇŜǎ ƻŦ ƭŀƴŘƭƻǊŘǎ ǇǊƻǾƛŘŜŘ ǾŀƭǳŀōƭŜ 

insights into opinions on different tenure types, vital for the planning and design of any MMR 

product. This discussion was facilitated by asking people to associate different types of housing 

with an animal. 

¶ Private renting - private landlords are generally viewed negatively, commonly associated 

with sharks, vultures and pigs. Problems in the private rented sector relate to unaffordable 

rents, poor condition, insecurity of tenure and the inaōƛƭƛǘȅ ǘƻ ƳŀƪŜ ǘƘŜ Ŧƭŀǘ ƻǊ ƘƻǳǎŜ ΨȅƻǳǊ 

ƻǿƴΩΦ .ǳǘ ǘƘŜǊŜ ŀǊŜ Ƴŀƴȅ ǇƻǎƛǘƛǾŜ ŀǎǇŜŎǘǎ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǇǊƛǾŀǘŜ ǊŜƴǘƛƴƎ - choice of area, 

speed of access, flexibility and independence, all considered to be important at different 

stages in life and with changes in circumstances.  

¶ Social renting ς views on social landlords were mixed, and largely negative. The most 

common animals used to describe social landlords were elephants, sloths and snailsς

associated with the bureaucracy and power of social landlords, their slow pace and 

inefficiency. Problems relate to lack of availability and access to social housing, long waiting 

times, complex rules which vary by different landlords, poor areas, anti-social neighbours, 

perceptions that only non-ǿƻǊƪƛƴƎ ŀƴŘ ΨǇǊƻōƭŜƳΩ ƘƻǳǎŜƘolds were housed in the social 

housing sector and denying access to affordable housing to working households. Positive 
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opinions about social housing related to help and care provided for vulnerable people, and 

their supportive, community-orientated roles.  Social renting was considered as ideal by 

many people due to its affordability (assuming the right location), but in practice most 

people felt it is inaccessible, and thought only young vulnerable people, single parents and 

older people are housed in this sector. 

¶ Home ownership - Overall, home ownership was discussed as the most positive housing 

ǘŜƴǳǊŜΦ Lǘ ǿŀǎ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ƭƛƻƴǎ ƻǊ ōƛǊŘǎΣ ŜƴŎƻƳǇŀǎǎƛƴƎ ǘƘŜ ŦŜŜƭƛƴƎ ƻŦ ΨƪƛƴƎ ƻŦ ǘƘŜ ƧǳƴƎƭŜΩΣ 

ΨǊŜŀŎƘƛƴƎ ǘƘŜ ǘƻǇ ƻŦ ǘƘŜ ǘǊŜŜΩΣ ŦǊŜŜŘƻƳΣ ƛƴŘŜǇŜƴŘŜƴŎŜ ŀƴŘ ƳŀƪƛƴƎ ŀn investment. But its 

value was debated closely alongside its problems ς difficulty of access (deposits and credit 

rating), risk and financial burden. Home ownership is seen to be a good option for families, 

couples and older people to provide security, stability and investment opportunities.  

Affordability - [ƻŎŀǘƛƻƴ ƛǎ ǘƘŜ ƪŜȅ ŘŜǘŜǊƳƛƴŀƴǘ ƛƴ Ƴƻǎǘ ǇŜƻǇƭŜΩǎ ƘƻǳǎƛƴƎ ŎƘƻƛŎŜǎΦ ΨaƻǊŜ  

ŘŜǎƛǊŀōƭŜΩ ƭƻŎŀǘƛƻƴǎ ŀǊŜ ŘŜǎŎǊƛōŜŘ ŀǎ ǘƘƻǎŜ ŎƭƻǎŜǊ ǘƻ ǿƻǊƪΣ ǿƛǘƘ ōŜǘǘŜǊ ǘǊŀƴǎǇƻǊǘΣ ƎƻƻŘ ŀƳŜƴƛǘƛŜǎ 

including a variety of shops, a good environment including the architecture, parks and leisure 

opportunities (especially for children), and most importantly, safety and security. Affordable 

ŦŀƳƛƭȅ ƘƻǳǎƛƴƎ ƛǎ ŘƛŦŦƛŎǳƭǘ ǘƻ ŦƛƴŘΣ ǳƴƭŜǎǎ ȅƻǳ ƳƻǾŜ ǘƻ ΨǇƻƻǊŜǊ ŀǊŜŀǎΩΦ tŜƻǇƭŜ ǎŀƛŘ ǘƘŜȅ ǿƻǳƭŘ 

rather compromise on type, size or condition of accommodation to live in safe and secure areas.   

Pricing of MMR ς Consumers were asked to consider two pricing options ς 1) Rents set within 

Local Housing Allowance Levels ς so that the rent would be a more standard price, regardless of 

area whether an expensive or cheaper area, but if ǇŜƻǇƭŜΩǎ ŜƳǇƭƻȅƳŜƴǘ ŎƘŀƴƎŜd all their rent 

would be covered by HoǳǎƛƴƎ .ŜƴŜŦƛǘ ƛŦ ǘƘŜȅ ƴŜŜŘŜŘ ƛǘ όǊŀǘƘŜǊ ǘƘŀƴ ƘŀǾƛƴƎ ǘƻ ΨǘƻǇ ǳǇΩύΤ нύ wŜƴǘǎ 

set at a percentage of private rents ς ǎƻ ƛǘ ǊŜŦƭŜŎǘǎ ǘƘŜ ΨƳŀǊƪŜǘΩ ς the fact that some areas are 

more expensive and some are less expensive, and people sometimes have to make choices of 

area they live according to what they can afford. This option could mean that rents may be 

above LHA, depending on the area. Consumers found the choice between the two rental 

options difficult: people grappled with the fact that it may be better to have a safety net in case 

financial circumstances changed (therefore option 1), but at the same time felt that the price 

should reflect the area that people choose to live in, albeit at a discounted rate (option 2).  

Option 1 was associated with creating more mix in types of households in the expensive areas, 

and giving opportunities for lower income families to have the benefits of bringing up their 

children in better areas.  Others suggested no-one would want to live in the undesirable areas, 

and make them deteriorate further. Some people thought option 1 may be less fair due to the 

costs associated with travel for some areas, compared to savings with other areas.  

Target markets and eligibility ς Consumers felt that MMR should be for working households; 

apart from this there should be no restrictions and priority systems. Target markets were 

thought to be families over-crowded in social housing but having no prospect of re-housing; 

single people who have very low priority for social housing; single people and couples living with 

friends and family who cannot get access to social housing, but cannot afford private renting or 

home ownership; people coming out of a relationship breakdown and divorcees, including 

parents (usually fathers) who have access rights to their children but no suitable housing to 

enable them to have proper access to their children; couples who want to save for a mortgage; 

and disabled people living in unsuitable housing.  No-one suggested older households as a 

potential market for MMR. Most thought that there should be some kind of income criteria for 

access to MMR but that there should be a simple affordability assessment. There was a strong 

emphŀǎƛǎ ƻƴ ΨǾŜǘǘƛƴƎΩ ǘƻ ŜƴǎǳǊŜ ǘƘŀǘ ƻƴƭȅ ǘƘƻǎŜ ǇŜƻǇƭŜ ǿƘƻ ΨǊŜǎǇŜŎǘŜŘ ǘƘŜƛǊ ƘƻƳŜǎΩ ǿƻǳƭŘ Ǝŀƛƴ 

access to MMR.   
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Type of product ς according to consumers: 

¶ Location - MMR should be in all types of areas including pressured and regeneration / less 

popular areas.  

¶ New-build or existing housing ς new build would be preferred, and people in the focus 

group said they would not pay a higher MMR rent for refurbished social housing. 

¶ Furniture ς partly furnished (white goods, carpets and curtains) is preferred, with the option 

ŦƻǊ ŀ ΨǎǘŀǊǘŜǊ ǇŀŎƪΩ ƻǊ ǎƻƳŜ ōŀǎƛŎ ŦǳǊƴƛǘǳǊŜΣ ǘƘŜ Ŏƻǎǘ ƻŦ ǿƘƛŎƘ ǎƘƻǳƭŘ ōŜ ǊŜŦƭŜŎǘŜŘ ƛƴ ǘƘŜ ǊŜƴǘΦ   

¶ Tenancy arrangements ς MMR should be more secure than short assured tenancies. The 

option of having SAT through a housing association made little difference to most 

participants, although some thought there should be probationary periods.  

¶ Management arrangements ς housing associations were the preferred management agent 

for MMR, bringing the advantage over the private sector of regulation and accountability.  

Options for ownership ς Opinions were split 50/50 for and against having the option to buy. 

Some people felt MMR should stay in the rented sector in perpetuity, whilst others thought 

there should be an option to buy on the grounds that households may want to make a longer-

term investment in their preferred community.  

Overall opinion of MMR - Generally MMR was seen to be a very good idea, and people thought 

there would be considerable demand for it.  There were some caveats that the scheme needed 

to ōŜ ƛƴŎƭǳǎƛǾŜ ŀƴŘ ŦƻŎǳǎ ƻƴ ŀŦŦƻǊŘŀōƛƭƛǘȅΦ {ƻƳŜ ǇŜƻǇƭŜ ǘƘƻǳƎƘǘ aaw ǎƛƎƴƛŦƛŜŘ ǘƘŜ ΨǎǘŀǊǘ ƻŦ ǘƘŜ 

ŜƴŘΩ ƻŦ ǎƻŎƛŀƭ ǊŜƴǘƛƴƎΦ   

Chapter 7 ς Scoping the potential supply of MMR in Glasgow 

The research with consumers has been accompanied by a scoping exercise to explore MMR with 

those who may invest, develop and manage MMR properties. Interviews were undertaken with  

14 developers/RSLs. Research was also undertaken with existing private landlords and letting 

agents. This was to obtain information on the current private rented housing market (demand, 

prices and expectations from tenants), elicit views on what role MMR could play in Glasgow, 

and to explore the impact that MMR may have on the existing private rented sector (PRS). Eight 

landlords responded to invitations to over 300 landlords/agents. The participating 

landlords/agents had properties in a range of locations and of different sizes and types. The 

most common themes arising from the scoping exercise are summarised below. 

Current activity and demand - since the recession, developers have been concentrating their 

activity building housing for social rent and NSSE, with a few now moving to MMR. The activity 

in the housing for sale market is still very limited, and seen as high risk, especially in the starter/ 

first time buyer market. Some believe that the combination of change in the mortgage markets 

and the recession may be resulting in overall structural change. In contrast, demand in the 

social and private rented sectors is strong.  

Potential role that MMR could play ς Developers, RSLs and some private landlords/agents 

agreed that MMR could widen access and provide greater choice of housing for those that 

cannot access housing for sale due to restricted access to mortgage finance, and those that 

cannot access social housing due to shortage of supply. The need for greater choice was 

associated with poor value for money provided by the private rented sector. MMR was also 

seen to have a role in regeneration by some ς to mix the type and economic profile of 

households, whether in new communities, or to assist existing low income communities. Others 
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were very cautious about the role MMR could have in regeneration areas suggesting it could 

become a new type of affordable housing, or set the price for the private rented sector for that 

area. 

Impact on the existing private sector ς Half of the private landlords consulted suggested the 

high level of demand in the current market would mean MMR would have no, or little impact. 

Developers and RSLs suggested if there was any impact, this may be to improve quality which 

was seen as a good thing. Some private landlords expressed concern about the impact MMR 

would have on the existing private rented sector. Concerns were greatest in areas where the 

average private rents were around the LHA level, and it was suggested that there was sufficient 

range of properties and prices in the private rented sector in Glasgow to meet needs.  

Target markets ς Targets were suggested as: new households, usually young single people or 

couples (aged between 25 and 40), working with low/modest incomes; young family households 

ς as it is likely new households are unable to secure the appropriate mortgage to purchase; 

existing social tenants in work but who are unsuitably housed ς typically overcrowded 

households; households with changing circumstances or specific requirements ς for example, 

relationship breakdown.  

Pricing MMR ς Taking ƛƴǘƻ ŀŎŎƻǳƴǘ ŀƭƭ ŎƻƴǎǳƭǘŜŜǎΩ ǾƛŜǿǎΣ ƛƴŎƭǳŘƛƴƎ ŘŜǾŜƭƻǇŜǊǎΣ w{[ǎ ŀƴŘ ǇǊƛǾŀǘŜ 

landlords/agents, most stated that MMR rents should be discounted on market rent levels, or 

there should be flexibility to set rents considering the local market rent levels, but also 

recognising the need for affordability and the changing financial circumstances of tenants. The 

main reason cited for this choice was the limitation of the LHA rate in Glasgow which dictates 

one maximum level (by size) across the whole city. 

Eligibility ς Developers, RSLs and potential investors recognised the need for some form of 

rationing where public subsidy is involved, based on a household income range. But there were 

concerns that this should not be too restrictive, and provide some flexibility for operators, 

allowing some adaption according to market conditions. It was argued that any form of 

rationing should be straight forward, with many referring to the unhelpful bureaucratic 

processes used for NSSE and social renting. 

Product ς Most suppliers envisage MMR to be a new build product, built mainly in higher 

demand areas (although some saw the scope for it in regeneration areas), let on a short assured 

basis and unfurnished but with white goods, carpets and curtains.  

Ownership options ς Opinion was divided on ownership options.  Most consultees felt that 

MMR should stay in the rented sector, to increase and maintain the rented housing options 

available. But some developers and RSLs thought an ownership option is a way of cementing the 

investment in a community, particularly in regeneration areas where the area would benefit 

from a mix of tenures and income profiles of households. It may also provide an opportunity for 

cross subsidy and make the investment work for developers.  No-one thought that tenants 

should be forced to move on if they did not take up an ownership option that may be offered. 

Examples such as the NHT and other similar models were cited and generally discounted for this 

reason.  

A range of developers and RSLs confirmed their interest in developing MMR in Glasgow, but a 

few are unclear at this stage as to the role of MMR in relation to other housing products. RSLs 

were seen to be a natural choice as property managers due to their expertise and the comfort 

provided by regulation. Most RSLs stated their intention to undertake marketing themselves, 

but for mixed tenure regeneration sites a number of developers highlighted their strengths in 

relation to marketing. They argued that marketing of MMR would have to be carefully managed 

to make a clear distinction from social housing and the existing private renting sector. 
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Chapter 8 ς Conclusions and Recommendations 

This study has found that there is a large potential market for MMR in Glasgow. In planning for 

investment in MMR, the Council and its strategic partners should consider the following 

recommendations: 

¶ ¢ƘŜ ŘƛǾŜǊǎƛǘȅ ƻŦ DƭŀǎƎƻǿΩǎ ƘƻǳǎƛƴƎ ǎǳō-markets means that MMR should be targeted 

according to specific objectives, and according to clear criteria. This should ensure MMR is 

developed in areas where it is most needed, and provides a product that is currently not 

available in those areas in terms of price and quality.  

¶ The evidence and tools produced as outputs from this study will assist planners and 

developers to appraise and agree specific MMR proposals, according to market indicators 

and prevalence rates. Clearly markets change over time, and so these market indicators and 

prevalence rates will have to be refreshed periodically.    

¶ The single LHA rate (by size) across the whole of Glasgow does not reflect the number of 

sub-markets and range of prices in the City. This is a considerable limitation for pricing MMR 

if it is to be developed in line with the Scottish convention used to date (i.e. sub-LHA prices). 

It is recommended that a flexible approach be taken to rent setting for MMR in Glasgow, 

taking into consideration local evidence on household incomes, prices, affordability and 

viability of developments. 

¶ Income criteria for allocation of MMR should be based on the affordability assessment 

undertaken in this study i.e. between £15,000 and £30,000. But the affordability assessment 

could not take into account different household sizes, so there should be flexibility in 

application of the income criteria to take account of larger households, and those with 

specific needs.  

¶ The objectives and criteria for MMR in Glasgow are listed in the table below. Examples of 

relevant neighbourhoods are also listed, but it is emphasised that these are large and 

variable areas and individual development appraisals will be required to confirm MMR 

markets in specific locations. The list of criteria is not formulaic ς the criteria should be 

considered together to make a judgement, and even though sometimes one indicator may 

not be strong as others, when taken in the round, the area may still have good potential for 

MMR. For regeneration and vulnerable neighbourhoods, the objectives are very different to 

pressured areas - the area may show only average potential for MMR, but the objective may 

be to attract households from wider areas to mix the demographic profile of the area. 

¶ In all areas, but particularly in regeneration areas where there is currently a low supply of 

private rented housing, a product should be developed and marketed which is 

differentiated from the existing private rented and the social rented sectors to ensure MMR 

does not set the price ŦƻǊ ŀ ΨƴŜǿΩ ǇǊƛǾŀǘŜ ǊŜƴǘŜŘ ǎŜŎǘƻǊΣ ƻǊ ƛǎ ǎŜŜƴ ŀǎ ŀ ƳƻǊŜ ŜȄǇŜƴǎƛǾŜ 

social housing product. Marketing of the product, combined with the management 

ŀǇǇǊƻŀŎƘ ǎƘƻǳƭŘ ŀƭǎƻ ǇǊƻǾƛŘŜ ŀǎǎǳǊŀƴŎŜǎ ƻǾŜǊ ΨǎŜŎǳǊƛǘȅΩ ƻŦ ǘŜƴǳǊŜΣ ǿƘƛŎƘ ƛǎ ŀ ƪŜȅ ŎƻƴŎŜǊƴ 

for consumers. 
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MMR typologies ς objectives, criteria and examples 

 Pressured areas Regeneration areas: Vulnerable areas: 

Objective MMR for rent in perpetuity under Short 
Assured Tenancy to widen access and choice to 
good quality affordable housing.  

MMR provided for rent with the option to 
purchase to widen access and choice to good 
quality affordable housing, to mix the 
demographic profile in the area, provide 
affordable ownership options, and to cement 
investment from working households should 
they wish to purchase. 
 

MMR is provided for rent to provide choice of 
good quality affordable housing, typically in 
areas where private rented housing is 
dominant, but often low quality and low priced. 
MMR provides consumers with a better quality 
rented alternative, but may also intervene in 
the existing market to improve standards. It 
may also be provided with the option to 
purchase to widen affordable ownership 
options in the area, particularly for existing 
working residents.  

Criteria -  higher than average ratio of house prices to 
incomes 

-  ratio of the LHA to mean private rents is 
lower than average 

-  ratio of mean RSL rents to private rents is 
lower than average 

-  higher concentration of owner occupation 
and private renting 

-  higher than average pressure in the social 
rented sector 

-  higher than average numbers of younger 
people, people employed in C1 and C2 
occupations, single people/couples and 
economically active people 

-  high prevalence rates for MMR.  

-  lower than average ratio of house prices to 
incomes  

-  ratio of the LHA to mean private rents is 
average or higher than average 

-  average or higher concentration of social 
renting, but there is a proven demand for 
owner occupation and private renting 

-  higher than average numbers of younger 
people, people employed in C1 and C2 
occupations, single people/couples, 
economically active people in the area or 
adjacent areas, and/or inward investment in 
the area to provide greater employment 
prospects for these types of households; 

-  above average prevalence rates for MMR. 
 

-  lower than average ratio of house prices to 
incomes 

-  ratio of the LHA to mean private rents is 
average or higher than average 

-  private renting is higher than average, and 
generally of very poor quality 

-  higher than average numbers of younger 
people, people employed in C1 and C2 
occupations, single people/couples, 
economically active people in the area and 
an ethnically diverse population. 

-  above average prevalence rates for MMR. 
 

Examples of 
neighbourhoods 

-  City Centre and Merchant City; Dennistoun; 
Hillhead and Woodlands; Hyndland, 
Dowanhill and Partick East; Broomhill and 
Partick West; Langside and Battlefield; 
Maryhill Road Corridor; Pollokshields East; 
Shawlands and Strathbungo; Yorkhill and 
Anderston. 

-  Calton and Bridgeton; Greater Govan; 
Greater Gorbals; Ibrox and Kingston (TRA); 
Sighthill, Roystonhill and Germiston; 
Toryglen; Easterhouse; Castlemilk. 

 

-  Govanhill; Ibrox and Kingston. 

 



 

 1 

1. Introduction   

1.1 The research brief 

Glasgow City Council appointed Anna Evans Housing Consultancy Ltd together with Mandy 

Littlewood Social Research and Consulting and IBP Strategy and Research to undertake research 

into the potential market for mid market rent (MMR) in Glasgow. Glasgow City Council and 

Glasgow Housing Association jointly commissioned and funded the research.  

The overall objective of the research is to establish what the market is for MMR in Glasgow and 

ŀǎǎŜǎǎ ǿƘŀǘ ǊƻƭŜ ƛǘ ǿƻǳƭŘ Ǉƭŀȅ ƛƴ ƳŜŜǘƛƴƎ ǘƘŜ ŎƛǘȅΩs strategic housing objectives. The expected 

outputs from the research are as follows: 

¶ Assessment and quantification of the overall market for MMR or a derivative MMR product 

(e.g. rent to mortgage); 

¶ Geographic spread of the MMR market across the city, and in different types of area; 

¶ Characteristics of households that would access MMR and allocation criteria; 

¶ !ǎǎŜǎǎƳŜƴǘ ƻŦ aaw ǊƻƭŜ ǿƛǘƘƛƴ ǘƘŜ ŘȅƴŀƳƛŎǎ ƻŦ DƭŀǎƎƻǿΩǎ ƘƻǳǎƛƴƎ ǎȅǎǘŜƳΤ 

¶ 9ǎǘŀōƭƛǎƘ ƛǘǎ ǎǘǊŀǘŜƎƛŎ Ŧƛǘ ǿƛǘƘ DƭŀǎƎƻǿΩǎ ǎǘǊŀǘŜƎƛŎ ƘƻǳǎƛƴƎ ƻōƧŜŎǘƛǾŜǎΦ 

1.2 Methodology 

This comprehensive study has involved six key research stages, summarised below under the 

relevant report chapter:  

¶ Chapter 2: The Glasgow Housing System ς ŀ ǇƻƭƛŎȅ κ ǎǘǊŀǘŜƎȅ ǊŜǾƛŜǿ ƻŦ DƭŀǎƎƻǿΩǎ ŎǳǊǊŜƴǘ 

housing system, and an appraisal of the CouncƛƭΩǎ ǎǘǊŀǘŜƎƛŎ ǇƻƭƛŎƛŜǎ ǘƻ ƳŜŜǘ Ƙƻǳǎing need 

and demand in the City. 

¶ Chapter 3:  Intermediate and mid-market rent policy and practice - a literature review of 

policy and practice in the intermediate sector across the UK, complemented by data analysis 

and indepth interviews undertaken with providers currently involved in delivering MMR in 

Scotland. 

¶ Chapter 4 and Chapter 5: Potential scale of the MMR market in Glasgow - data analysis and 

affordability assessments using demographic and income data, house sales and rental data 

to establish estimates of demand for MMR at the citywide and area level.  

¶ Chapter 6: Characteristics of the potential market ς an assessment of the nature and type of 

potential demand through a series of 10 focus groups with consumers in different parts of 

the city.  

¶ Chapter 7: Scoping supply ς the demand assessment was complemented by a scoping 

exercise through indepth telephone interviews with potential suppliers and existing private 

landlords/letting agents to explore who may invest, develop and manage MMR properties, 

and what the impact may be on the existing private rented sector.  

¶ Chapter 8: Conclusions - Conclusions on the role that MMR could play within the dynamics 

of the ŎƛǘȅΩǎ ƘƻǳǎƛƴƎ ǎȅǎǘŜƳΣ ŀƴŘ ǘƘŜ Ŧƛǘ ǿƛǘƘ DƭŀǎƎƻǿ /ƛǘȅ /ƻǳƴŎƛƭΩs strategic housing 

objectives. 
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2. The Glasgow housing system and strategic context 

2.1 The Glasgow housing system 

¢Ƙƛǎ ǊŜǾƛŜǿ ǎȅƴǘƘŜǎƛǎŜǎ ƛƴŦƻǊƳŀǘƛƻƴ ŦǊƻƳ DƭŀǎƎƻǿ /ƛǘȅ /ƻǳƴŎƛƭΩǎ Housing Issues paper (GCC HI, 

September 2011), the Glasgow and the Clyde Valley Housing Need and Demand Assessment 

(HNDA, 2011) and the recent Glasgow Housing Association Housing Options research 

(November 2011) which provided useful insights from consumers and stakeholders on access to 

housing in Glasgow. The section also draws on housing market evidence from the Property 

Market Report for the Transformational Areas (Ryden, January 2011), Citylets Report Q3 2011, 

Council of Mortgage Lenders 2011 reports and analysis of Propvals residential sales information. 

Findings from this review have been tested through a discussion with representatives from the 

MMR research steering group. 

The review highlights the key drivers relevant to a potential MMR market in Glasgow. 

Drivers of demand - economy, population and households 

¶ A sustained period of growth in the local economy during the 1990s resulted in higher level 

of employment and reduced worklessness in Glasgow. This led to lower levels of deprivation 

and contributed to improvements in neighbourhood quality. However, the onset of 

recession saw a drop in the employment rate from 67% to 61% between September 2008 

and September 2010, indicating a steeper rate of decrease than nationally over the same 

period (Scotland from 74% to 70%; GB from 72% to 70%) (GCC HI, pg 14). High levels of 

volatility, combined with uncertainty in the European Union means the prospects for the 

national economy and the housing market remain very unclear. 

¶ Average earnings in Glasgow have grown by over a quarter since 1998, a growth rate similar 

to Scotland and the rest of the UK (Glasgow Economic Partnership, GCC HI, pg 29). However, 

in нлмлΣ DƭŀǎƎƻǿΩǎ ƳŜŘƛŀƴ ŀƴƴǳŀƭ ǿŀƎŜ of £20,222 was below that for Scotland as a whole 

όϻнлΣттмύ ŀƴŘ ŦƻǊ ǘƘŜ ¦Y όϻнмΣннмύΦ ¢ƘŜ ǊŀǘŜ ŀǘ ǿƘƛŎƘ DƭŀǎƎƻǿΩǎ ƳŜŘƛŀƴ ŀƴƴǳŀƭ Ǉŀȅ ƎǊŜǿ 

ranged between 2% and 6.5% between 2003 and 2009 but, in 2010, the City experienced a 

small shrinkage in median annual wages of around 0.5%, a negative trend mirrored in the 

UK as a whole (GCC HI pg 29). 

¶ The long-term trend of out-migration from Glasgow has stopped with the City experiencing 

net in-migration since 2002 (NRS, 2012). There have been recent population increases from 

natural change, and the projected population changes suggest that the long term decline 

since the 1950s has ended. The HNDA projects a 2.6% increase in population to 2018, and a 

further 3.6% increase to 2028. Assuming a lower migration scenario based on the negative 

impacts of the national economic situation, population increase would be expected to be 

lower 1.4% to 2018 and a further 0.4% increase to 2028 (GCC HI pg 18-19). 

¶ The HNDA also projects substantial increases in the number of households ς an additional 

25,000 households to 2018, and a further 22,000 households to 2028. The projections 

suggest the majority of increases will be in one-person households, with the number of 

families with children expected to rise by 4,000 to 2018, and a minor reduction of families in 

the decade to 2028. The HNDA recognises some uncertainty over these projections. In the 

period 2001-2008 there has been a slow-down in the rate of household formation ς there 

have been modest increases in the number of one person households, and reductions in the 

number of single parent households. Most recent evidence from 2010 household estimates 
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implies a growth of 750 per year in 2008-10 compared to the projected 2,500 (GCC HI, pg 

19).  

¶ 240,000 people (41% of Glasgow population) live in the most deprived parts of the City, 

although the results of the Scottish Index of Multiple Deprivation 2009 show that Glasgow 

ŎƻƴǘƛƴǳŜǎ ǘƻ ǊŜŘǳŎŜ ƛǘǎ ǎƘŀǊŜ ƻŦ {ŎƻǘƭŀƴŘΩǎ ŘŜǇǊƛǾŀǘƛƻƴΦ ¢ŀōƭŜ м ōŜƭƻǿ ǎƘƻǿǎ Ƙow 

deprivation has changed over time in Glasgow, and Figure 1 shows the effect on specific 

neighbourhoods.  This shows the reduction in deprived areas (the bottom 1-15%) between 

2004 and 2006 has been continued through to 2009. But the table also shows that the 

greatest proportionate increase in population has been in the top 51%-100% - the areas of 

ƭŜŀǎǘ ŘŜǇǊƛǾŀǘƛƻƴΦ ¢ƘŜ /ƻǳƴŎƛƭΩǎ ŀƴŀƭȅǎƛǎ ǎƘƻǿǎ ŎƻƴŎŜǊƴƛƴƎ ŜǾƛŘŜƴŎŜ ƻǾŜǊ ǘƘŜ ŀǊŜŀǎ ƻŦ 

persistent deprivation: areas that have been in the bottom 1%-5% in 2004, 2006 and 2009. 

The gap between the ranking of the median datazone in Glasgow and the median datazone 

in the 1%-5% category has been increasing. The consequence is that the areas of persistent 

deprivation are increasingly becoming left behind the rest of the City (GCC HI pg 27-28). 

Table 1: Change in deprivation over time 

Area Type Definition of 
Area 

Population 
(2008) 

Examples 

Moving into 
16%-50% 

Out of 
deprivation 

62,366 Major housing demolition and new build ς 
Sighthill, Shawbridge 
Stable areas in traditional areas ς 
Knightswood, Carmyle, Baillieston 
Around City Centre - Anderston 

Moving into 
51%-100% 

Into top half of 
datazones in 
Scotland 

38,323 Middle and upper market new build ς 
Robroyston, Springburn 
More up-market stable areas ς Kelvinhaugh, 
Dennistoun, Shawlands 

Remaining in 
1%-5% 

Persistent 
deprivation 

113,727 Core areas of ex-SIPs ς such as Castlemilk, 
Drumchapel, Govan 
Scattered areas within more stable areas ς 
Knightswood, Mosspark, Riddrie/Carntyne 

Gaining 
position 

Up the 
rankings by 
500 places or 
more 

91,363 Scattered areas linked to specific housing 
developments ς Greater Easterhouse, 
Greater Pollok 
West End, South Side, stretch from Swinton 
through Garrowhill to Mount Vernon 

Losing position Down the 
rankings by 
250 places or 
more 

39,681 Upmarket areas where decline counts for 
little ς Newlands, Broomhill 
Possible effect of displacement ς YƛƴƎΩǎ 
Park, Croftfoot 

 Source: Glasgow Housing Issues, September 2011, page 27 
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Figure 1: Change in SIMD 

Source: Glasgow Housing Issues, September 2011, page 28 

The Glasgow housing system 

The Owner Occupied housing sector 

¶ The proportion of households in owner occupation has remained static at 48% between 

2003 and 2010 although there has been considerable activity in new housebuilding in 

Glasgow. A significant proportion of this new supply may have been bought for buy-to-let 

investment ς reflected in the increased proportion of the private rented sector (9% to 15% 

over the same period). The housing boom from 2001 onwards resulted in prices doubling in 

real terms in many parts of the City so that by the end of 2008 prices had peaked to a mean 

of £145,656 and median of £125,000; by March of 2009 prices had fallen by 20% from their 

peak (GCC HI, pg 88). Analysis of Propvals house price data undertaken for this research 

shows that since then there has been a two year period of considerable fluctuation in 

prices, reaching a mean price for Glasgow overall of £133,883 in Quarter 2 of 2011, 

compared with £133,787 for Q2 in 2010 (0.1% increase over the last year). However, these 

static prices disguise considerable variation by new build and resales, and by area. For new 

build the mean price was £163,656 at Q2 2011 having increased by 2.6% over the last year, 

compared to static resale prices of £129,858 - an average increase of only £50 over the last 

year. Area prices are show in Appendices (See Table 2, Table 3, Table A.1 and Figure 2).   
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Table 2 ς Recent mean sale prices compared with the previous year ς Glasgow-wide 

  Q2 2010 Q2 2011 % change 

All sales £133,787 £133,883 0.1 

New sales £159,281 £163,656 2.6 

Resales £129,808 £129,858 0.0 

Source: Analysis on Propvals house sales database 

 

Figure 2: Average House Prices Q1 1990 ï Q2 2011 

 

Source: Analysis on Propvals data provided at September 2011: mean house prices excluding sales under £10k and 

over £1m, cumulative sales, sales to sitting tenants and shared equity sales. 

¶ Despite the incentive of continued low interest rates, the fluctuation in prices is driven by 

the extreme uncertainty in the market, and the continual adjustment of supply to balance 

reduced demand. This is evident by annual change in sales volumes (-17% Q2 2010 to 2011), 

albeit there is a short term improvement between the first and second quarter 2011, 

(+19%) (see Table 3 and Figure 3). A combination of predicted higher unemployment, 

restricted income growth, and negative equity in some areas may continue to stifle demand 

and threaten house price growth.  

Table 3: Recent sales volumes compared with the previous year ς Glasgow-wide 

  2010 2011 % change 

Quarter 1 1,680 1,495 -11.0 

Quarter 2 2,160 1,789 -17.2 

Source: Analysis on Propvals data provided by GCC in September 2011 
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Figure 3: Recent sales volumes Q1 2005 ς Q2 2011 

 

Source: Analysis on Propvals data provided by GCC in September 2011 

¶ As discussed in the GCC Housing Issues paper, there was an improvement in the 

affordability of housing between 2007 and 2009; this was caused by lowering house prices 

resulting in an improvement in house-price-to-earnings ratios. However, between 2009 and 

2010 the rate of improvement slowed down; this will have been caused by limited income 

growth relative to prices. Higher deposit requirements continue to act as a barrier to home 

ownership although this may be improving - the Council of Mortgage Lenders survey (CML, 

November 2011) suggests small improvements in lending criteria for all Scottish house 

purchasers in the third quarter 2011. First-time buyers typically borrowed 80% of their 

ǇǊƻǇŜǊǘȅΩǎ ǾŀƭǳŜΣ ǳǇ ŦǊƻƳ тф҈ ƛƴ ǘƘŜ ǎŜŎƻƴŘ quarter, bringing the average loan-to-value 

ratio in Scotland in line with the UK average. Home movers borrowed on average slightly 

less ς 70% compared to 71% in the previous quarter. CML also confirmed that loans to first 

time buyers are up by 7%, and for home-movers up by 8% between the last two quarters. 

The Ryden report (2011) on the TRAs also suggested an improving and more active housing 

market from first-time buyers and home-movers, but with a caution that this will not be 

near historic levels. As summarised by the CML (2011) άThe mortgage market in Scotland is 

currently stable albeit at a low level. We anticipate growth is likely to remain slow going 

forward, although welcome developments, such as smaller deposits, have emerged and a 

Scottish mortgage indemnity scheme for new build properties is being introduced. The 

uncertain economic outlook and low levels of consumer confidence will likely result in a 

ŎƻƴǘƛƴǳƛƴƎ ŎƻƴǎǘǊŀƛƴŜŘ ƳƻǊǘƎŀƎŜ ƳŀǊƪŜǘ ƛƴ {ŎƻǘƭŀƴŘ ŀǎ ƛƴ ǘƘŜ ¦Y ƛƴ ƎŜƴŜǊŀƭΦέ  

The private rented sector in Glasgow 

¶ According to GCC estimates (2011), there are 47,395 private rented properties in Glasgow. 

This sector has increased substantially from 14,000 in 1991 ς an increase of 238% over the 

last 20 years (increasing from 5.2% of total stock in 2001 to 16% in 2011, GCC). The draft 

Housing Strategy confirms that it plays an important role for a range of households living in 

Glasgow. The sector is particularly strong in and around the city centre in areas around 

Partick West, Hillhead and Anderston (30% of housing stock), Calton and East Centre (13%), 

Pollokshields East and Southside Central (12%) and Linn and Langside (10%). According to 
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ǘƘŜ {ŎƻǘǘƛǎƘ DƻǾŜǊƴƳŜƴǘΩǎ wŜǾƛŜǿ ƻŦ ǘƘŜ tǊƛǾŀǘŜ wŜƴǘŜŘ {ŜŎǘƻǊ ƛƴ нллф1, the sector in 

Glasgow is mainly made up of single landlords with single properties, although 18% is made 

up of business landlords. IƻǿŜǾŜǊΣ ŀƴŀƭȅǎƛǎ ƻŦ D//Ωǎ ǇǊƛǾŀǘŜ ƭŀƴŘƭƻǊŘ ǊŜƎƛǎǘŜǊ ǳƴŘŜǊǘŀƪŜƴ 

for the recent Housing Options study (Littlewood et al, 2011) suggests this may over-

estimate the proportion of business landlords in Glasgow: the table below shows that a 

much smaller proportion is likely to be business landlords2.   

Table 4: Number of properties owned by landlords in Glasgow 

Number of properties Landlords % 

1 14518 79.5% 

2 - 5 3012 16.5% 

6 - 10 463 2.5% 

11 - 50 239 1.3% 

50+ 33 0.2% 

Source: GCC Landlord Registration data, Table 4, GHA Housing Options Study, October 2011. 

¶ This dispersed nature of ownership makes it difficult for the local authority and others to 

engage effectively with landlords. There are some areas in the City where there are serious 

management issues with Govanhill being the highest profile, and the Housing Issues paper 

(pg 43) points to poor housing conditions in tenements in the inner south side (Govanhill, 

East Pollokshields, Strathbungo, Shawlands, Langside and Battlefield) and the West End. In 

some of these areas the poorest condition properties are private lets. 

¶ According to Citylets Report (Q3, 2011) private sector rents at Q3 2011 were on average 

£614 for a two-bedroom property. This is relatively low when compared to the two other 

main Scottish cities of Aberdeen (£812) and Edinburgh (£720), but must be considered 

relative to income levels. Citylets estimates that it advertises approximately 65-70% of the 

private rented market in Glasgow. This research has also undertaken a trawl of other rental 

websites to get a snapshot impression for what is on offer at the lower/mid end of the 

market. A trawl of four other websites was undertaken in January 2012. Based on 270 

properties considered to be of a reasonable quality, it was found that the average price for 

a two-bedroom property in Glasgow was £577 pcm (6% lower than the Citylets average 

price). This average included rents in a range of pressured and lower rent areas. 

¶ The Housing Options study (2011) revealed through consultation with private landlords that 

demand for private lets is currently very high, and prices are gradually increasing although 

most landlords consulted prefer fast letting periods and sustaining longer tenancies rather 

than increasing rents and risk longer voids and shorter letting periods. The Housing Options 

study also revealed that while the private rented sector is a good housing option for many 

households, it also has barriers to access including lack of affordability for lower income 

households, perceptions over poor management and lack of regulation, and shortage of 

good quality and consistent information and advice on the sector.  Chapters 4 and 5 of this 

report provide findings on the affordability analysis of PRS, and Chapter 6 reports on 

ŎƻƴǎǳƳŜǊǎΩ ŜȄǇŜǊƛŜƴŎŜ ƻŦ ǘƘƛǎ ǎŜŎǘƻǊ ƛƴ ŘŜǇǘƘΦ 

                                                             

1 This Scottish Government study included a survey of 198 registered landlords in Glasgow. 

2 Caution is needed in the interpretation of this figure, as the total number of landlords can include joint 

owners, so may overstate the number in the one property category. 
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Social housing sector 

¶ At 1 April 2003 the RSL sector had a portfolio of 123,000 homes in Glasgow. Scottish 

Housing Regulator statistics for 2009/10 showed that this sector has reduced to 110,485 

houses ς a reduction of approximately 10,500 properties. This has resulted in a proportional 

ŘŜŎǊŜŀǎŜ ƛƴ DƭŀǎƎƻǿΩǎ ǘƻǘŀƭ ǎǘƻŎƪ ŦǊƻƳ по҈ ƛƴ нлло ǘƻ ос҈ ƛƴ нлмлΦ The reduction in RSL 

stock is associated with sales to sitting tenants through the Right to Buy (5,923 between 

2003-2010, GCC), and with DI!Ωǎ ŘŜƳƻƭƛǘƛƻƴ ǇǊƻƎǊŀƳƳŜΣ ŀƭǘƘƻǳƎƘ ǘƘŜǊŜ Ƙŀǎ ōŜŜƴ ŀ ƴŜǿ-

build programme of 4,000 over the same five-ȅŜŀǊ ǇŜǊƛƻŘΦ DƭŀǎƎƻǿΩǎ ǎƻŎƛŀƭ ƘƻǳǎƛƴƎ ǎǘƻŎƪ ƛǎ 

managed by 68 different RSLs with GHA owning broadly 40% and the other community 

based RSLs owning and managing 60%. The average weekly rent for a two-bedroom RSL 

home in Glasgow in 2010/11 was £60.71, or £263.07 per month (SHR APSR).  

Housing need and demand 

¶ The results from the HNDA 2011 identify a continued demand for private housing and a 

significant shortfall of social housing in the city. In previous Social Housing Demand Studies 

(2004/2007) carried out in Glasgow, a surplus of social rented stock had been identified. The 

Housing Issues paper notes that the 2011 research findings were surprising given previous 

trends, but concludes that there does appear to be a change in demand and need for 

affordable housing in Glasgow. The economic situation and the lack of access to mortgages, 

and the improvement in the social housing stock through large-scale investment, will all 

influence the need and demand from existing households in Glasgow and new households 

to enter the social housing sector. Additional work was undertaken to look at housing needs 

based on more recent information including the needs of homeless households and 

population trends. This work estimates a range of need for social rented housing. At 2011, 

the range is from the city having a surplus of 500 social rented units to having a shortfall/ 

need of 1,445 units. By 2016, the range decreases to a potential surplus of 170 social rented 

units to a shortfall/ need of 1,109 units.  

¶ The demand for social housing was confirmed in the Housing Options work ς frustration 

over longer waiting periods and bottlenecks in temporary accommodation were commonly 

raised by households, housing professionals and other stakeholders who have to date been 

accustomed to easy access to social housing in Glasgow. 

2.2 DƭŀǎƎƻǿΩǎ ƘƻǳǎƛƴƎ ŀƴŘ ǊŜƎŜƴŜǊŀǘƛƻƴ ǎǘǊŀǘŜƎȅ 

DƭŀǎƎƻǿΩǎ IƻǳǎƛƴƎ {ǘǊŀǘŜƎȅ (Final Consultative Draft), was issued in August 2011 and sets out 

ǘƘŜ /ƛǘȅ /ƻǳƴŎƛƭΩǎ housing vision and strategy. It is founded on three key interlinked strategic 

themes of: Housing Regeneration, Access, and Delivery through Partnership. The following 

discussion extracts the key stands of the strategy relevant to a potential MMR market in 

DƭŀǎƎƻǿΦ ¢Ƙƛǎ ǎŜŎǘƛƻƴ ŀƭǎƻ ŘǊŀǿǎ ƻƴ wȅŘŜƴΩǎ tǊƻǇŜǊǘȅ aŀǊƪŜǘ wŜǇƻǊǘ ŦƻǊ ǘƘŜ ¢ǊŀƴǎŦƻǊƳŀǘƛƻƴŀƭ 

Regeneration Areas (TRAs, 2011) and has been informed by discussions with GCC Regeneration 

and Housing Strategy staff.  

Regeneration - Increasing the supply and improving the quality of housing available to 

DƭŀǎƎƻǿΩǎ ǇŜƻǇƭŜ 

The strategic outcomes to be achieved by 2016 are: 

¶ We will have increased supply of good quality social housing and introduced more 

affordable housing to mŜŜǘ ǘƘŜ ŎƛǘȅΩǎ ƘƻǳǎƛƴƎ ƴŜŜŘǎΦ 
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¶ We will have increased the supply of good quality family housing across all tenures. 

¶ We will have increased the supply of new and converted accessible housing, as well as 

housing for particular needs. 

¶ We will have improved neighbourhood quality across the City. 

¶ !ŎǊƻǎǎ ŀƭƭ ǘŜƴǳǊŜǎΣ ǿŜ ǿƛƭƭ ƘŀǾŜ ƛƴŎǊŜŀǎŜŘ ǘƘŜ ŜƴŜǊƎȅ ŜŦŦƛŎƛŜƴŎȅ ƻŦ ǘƘŜ /ƛǘȅΩǎ ƘƻǳǎƛƴƎ ŀƴŘ 

taken steps to mitigate the impact of increasing energy costs on the level of fuel poverty 

in the City. 

¶ Across all housing tenures, we will have increased the proportion of the housing which 

meets the current SHQS. 

¶ We will have increased the supply of good quality housing for owner occupation. 

The strategy states that the supply of a range of affordable housing options is an important 

priority for the Council. The Council remains focused on the continuing need to revive private 

house building, particularly the promotion of mixed tenure regeneration and the provision of 

much needed family accommodation in the city. But the strategy notes that the change in the 

economy means that providing alternative or additional housing options for people is more 

important than it has ever been. 

The LHS sees new social and intermediate housing as a way of meeting housing needs, but also 

that it has an important role in the delivery of major mixed tenure regeneration projects, 

particularly the TRAs. In the current economic climate, early phases of social and intermediate 

housing are seen as vital in order to kick start the development process, attract private sector 

partners, retain core communities and provide a step onto the housing ladder for local people in 

areas where previously one did not exist. The Council plans to work with partners to both 

develop and implement new intermediate tenure products, and to fulfill the promise of 13,000 

new social rented homes made at stock transfer.  

¢ƘŜ ǎǘǊŀǘŜƎȅ Ƴŀƛƴǘŀƛƴǎ ǘƘŜ /ƻǳƴŎƛƭΩǎ ŎƻƳƳƛǘƳŜƴǘ ǘƻ ƘŜƭǇ ǇŜƻǇƭŜ ǎŜŎǳǊŜ ǎǳǎǘŀƛƴŀble home 

ownership ς it will explore ways to improve accessibility for first time buyers with lenders and 

private developers. This could be through initiatives such as the Local Authority Mortgage 

Scheme (LAMS) and Glasgow Credit Union and Cruden Unique Property Solutions (UPS) 

Initiative and similar schemes across the City.  

The strategy discusses the fact that during the housing market boom, private house building 

was focused on flatted developments for single people and couples, supported by 

demographics and the investor market at that time. It argues that now, the number of families 

with children is expected to increase and so the Council will promote increasing the supply of 

family housing to attract and retain families in the City. 

¢ƘŜ /ƛǘȅΩǎ ŜƛƎƘǘ Transformational Regeneration Areas are considered to be of national 

importance and are supported by a Partnership Board comprising Glasgow City Council, 

Glasgow Housing Association and the Scottish Government. A key principal in enabling the TRA 

work to proceed has been reaching agreement with Scottish Government to set aside the stock 

transfer disposal claw-back agreement - this allows capital receipts to be recycled for use on the 

sites (rather than being returned to the Scottish Government). Agreement on this has been 

reached for three of the sites, which have now been designated as Demonstration Projects ς 
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Maryhill, Laurieston and Gallowgate. Over the past 18 months the following progress has been 

achieved: 

¶ Maryhill ς Maryhill TRA has the advantage of proximity to the Kelvindale area of GlasgowΩs 

West End. 35 new social rented homes have already been completed in the former Botany 

area of the TRA by Maryhill HA. The latest phase of development is currently to go on site 

shortly at Maryhill locks. This phase will comprise of a further 106 homes for social rent 

along with 19 shared equity (NSSE) properties and is being developed by Maryhill Housing 

Association. ISIS, the regeneration arm of the British Waterways Trust, will develop out the 

remainder of the site, mainly for housing for sale.  Recent market testing suggested this 

area is likely to comprise a number of smaller housing developments targeting a range of 

house types and markets, with mid-market tenures and private housing for sale 

complementing the investment in social rented housing that has already been completed 

and currently on site. 

¶ Laurieston ςUrban Union have been appointed as the TRA Private Sector Development 

Partner and will be party to a development agreement with the council to develop the 

entire TRA site. Laurieston is the closest TRA to the city centre and also benefits from being 

close to the Crown Street & Hutchesontown regeneration areas, where there is already a 

proven track record in successful urban regeneration. Most of the demolition of existing 

social housing stock has been completed, with only one block of multi-storey flats left on 

the site, which will be demolished following the completion of the first phase of homes for 

social rent (201 units). The social housing units are being developed for New Gorbals 

Housing Association and are scheduled to start in spring 2012. A further 108 homes for 

private sale are expected to start in early 2014. Further phases of private housing will 

follow, providing an additional 492 homes (minimum), subject to market conditions. Market 

testing as part of this study showed most developers were pragmatic about the current 

proposed phasing.  It is concluded the area is likely to support a mix of social rent, mid-

market rent, shared equity, housing for sale and other commercial uses. 

¶ Gallowgate ς  A proportion of demolitions has been completed. Two multi storey blocks 

remain on site, but are currently being cleared and are scheduled for demolition within the 

next 18-24 months. 62 social rented homes are being developed by GHA and are currently 

on site, these units should be complete by mid 2013. A Regeneration Delivery Framework 

for the remainder of the site has also recently been approved, outlining a delivery strategy 

for the remainder of the site for private housing. There are some constraints associated 

with the site, but it has the advantage of having pedestrian links to Dennistoun which is now 

a mixed community including a range of tenures and where there has been a considerable 

increase in private rented housing. The site is also within walking distance of Parkhead 

Forge Shopping Centre and the 2014 Commonwealth Games Village site, where 704 new 

homes are being built for the Games in 2014.  100 of these units will be intermediate 

tenures i.e NSSE and MMR (50 of each). The Games Village site could potentially be a 

competitor site for the TRA in terms of the intermediate housing market. West of Scotland 

Housing Association recently provided New Supply Shared Equity housing in the 

neighbouring area of Camlachie, but found the properties took longer to sell than 

anticipated. Market testing suggested this would be a good site for ΨaffordableΩ family 

housing for sale in relative proximity to the city centre. 

The remaining five TRAΩs have not yet been initiated for development, mainly because 

agreement has yet to be reached with Scottish Government around setting aside the 

aforementioned Disposals Clawback Agreement for these areas, but also due to current market 

conditions.  The following commentary provides an indication of the current status of each area: 
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¶ North Toryglen ς this is likely to be the next area for TRA activation. One multi-storey and 

some low rise properties have been demolished already, with the majority of the remaining 

stock also earmarked for demolition. 50 homes will remain on the site once the demolition 

programme is complete. North Toryglen has historically been an isolated single tenure 

estate, with unpopular poor quality housing stock, located close to an industrial area. 

However, the area has good potential for redevelopment.  Barratt Homes have successfully 

completed and marketed a family housing development directly opposite the site. The site 

is adjacent to the new national indoor football training pitches and to a major supermarket.  

In addition, it has good public transport links to the city centre and the popular Shawlands 

area in the South side. North Toryglen has also recently benefited from being located close 

to the on/off ramps of the new M74 motorway link. Market testing suggested this is the 

most popular TRA with developers ς it is near to private housing areas, has good amenities 

and is of a scale to create a new neighbourhood focusing on family housing. This area is 

currently nearing the end of a masterplanning/delivery Framework study which will require 

to be approved by the TRA Shadow Board before Scottish Ministers will consider setting 

aside the Disposals Clawback Agreement, allowing a mixed tenure development to proceed. 

Up to 100 homes for social rent for GHA will form part of the early development of the site, 

along with an early phase of housing for sale. 

¶ Shawbridge ς The 2010 TRA Business Plan identified Shawbridge as the most economically 

viable of the TRAs. The area is situated close to Shawlands which is considered to be 

GlasgowΩs Ψalternative West EndΩ both in terms of its cultural/social offerings and its housing 

provision. Four multi-storeys and deck access housing have been demolished with 93 GHA 

socially rented flats already completed on a cleared part of the site.   Developers envisage a 

diverse range of tenures and house types including family townhouses, terraces, significant 

volumes of housing for sale and ΨunsubsidisedΩ mid-market rent. As with North Toryglen a 

revised master/delivery Framework exercise is planned by the TRA partners with a view to 

reaching agreement with Scottish Government Ministers to set aside the Disposals 

Clawback Agreement. Any receipts gained through sales of land to the private sector would 

be recycled through the TRA Programme. 

¶ East Govan/Ibrox ς This is the largest TRA by area, bounded to the north by the River Clyde 

and to the east by Pacific Quay. Inter-war tenements have already been demolished, with 

the majority of multi storey flats also either already demolished or planned for demolition. 

One multi storey block of flats at Ibroxholm Oval is being retained and renovated by GHA for 

MMR. The area has also benefited from significant HAG funding in recent years with many 

new build social housing developments spread throughout the area. In recent years the City 

Council, via TMDF (Transfer of Management of Development Funding) also provided PSR 

(Partnership Support for Regeneration) funding for 3 developments to help begin to 

establish a private sector housing market in the area. 

¶ Red Road/Barmulloch and Sighthill ς both of these TRAs are envisaged to have much longer 

time-lines, with considerable site constraints and no developer interest at present. 

As part of the first City Plan, the Council identified a need to increase the quality and number of 

family homes in the city in order to curb population loss to surrounding areas. The Council 

introduced four key strategic development areas in the city known as New Neighbourhood 

Initiatives, where new quality mixed tenure family housing would be promoted and developed. 

These projects are situated in Garthamlock, Oatlands, Drumchapel, and Ruchill/Keppoch. There 

may be demand for some form of intermediate renting in these areas, or rent to mortgage 

product.  
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LƳǇǊƻǾƛƴƎ ŀŎŎŜǎǎ ǘƻ ŀǇǇǊƻǇǊƛŀǘŜ ƘƻǳǎƛƴƎ ŦƻǊ DƭŀǎƎƻǿΩǎ ǇŜƻǇƭŜ 
 

Under theme two, the Strategy refers to using the private rented sector to provide housing for 

homeless households, and also to support the private rented sector through a Private Rented 

Housing Forum. While these actions will probably be focused more on the existing private 

rented sector, this demonstrates that the Council sees the private rented sector as an important 

part of the housing system. The current and future use of the existing private rented sector is 

relevant to the potential development of an intermediate MMR market in future.  

2.3 Chapter summary 

In overall terms, the drivers of demand for mid-market rent look relatively strong: 

¶ Demographic projections show continuing increases in population and households. 

Although there is a caution expressed over household growth figures for Glasgow, this is 

considered to be partly due to frustrated housing demand - lack of access to home 

ownership and limited supply of affordable housing. The majority of these households 

are small ς single people and single parents, although there is a projected increase of 

4,000 family households; 

¶ The overall level of social deprivation has improved in Glasgow with many areas moving 

out of the top 15%, although there are still areas of persistent deprivation: areas that 

have been in the bottom 1%-5% for at least the last 5 years. 

¶ The economic downturn and credit crunch has resulted in restricted access to 

mortgages, both due to credit restrictions, but also reduced and unpredictable 

household incomes.  

¶ House prices have dropped and remained static overall in Glasgow, but various 

commentators suggest a slight loosening of the mortgage markets and more activity in 

the first time buyer and home movers markets. However, these same commentators 

conclude that there is no certainty, demonstrated by the Glasgow house sales figures 

which show ongoing fluctuations in house purchase transactions and prices. 

¶ There is a strong demand for affordable housing in the City as demonstrated through 

the HNDA. This is confirmed through recent qualitative research undertaken with 

consumers who are waiting longer for social housing in Glasgow ς the shortage of 

affordable housing is a relatively recent phenomenon in Glasgow. 

¶ There is a strong policy commitment to provide a range of affordable housing solutions 

in Glasgow including intermediate rent and options that assist households move into 

ownership if they wish. The TRAs are a key regeneration priority for the City, driven by 

GCC, GHA and the Scottish Government.  
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3. Intermediate and mid-market rent policy and practice 

This section sets out the policy background and origins of intermediate and mid-market renting 

in the UK, and provides examples of practice, with an emphasis on the types of areas where it 

has been developed, the type of product and price, allocation criteria and the types of 

households that have chosen this housing option. This section is informed by literature review, 

data provided by Scottish Government and three local authorities (LA), and telephone 

interviews undertaken during November 2011 with Scottish Government, LAs and MMR 

developers and managers. Consultees represented the following organisations: Aberdeen City 

Council, Aberdeenshire Housing Partnership, City of Edinburgh Council, CastlerockEdinvar 

Housing Association/Lothian Homes, DunedinCanmore Housing Association, Grampian Housing 

Association, Langstane Housing Association, Mactaggart and Mickle, Miller Homes, Places for 

People, Partick Housing Association, Scottish Government (NHT team), Stewart Milne Homes, 

Scottish Borders Council and Tweed Homes.  

3.1 Need and demand for intermediate housing 

!ǎ ŘƛǎŎǳǎǎŜŘ ƛƴ aŀƴŘȅ [ƛǘǘƭŜǿƻƻŘΩǎ ǇǊŜǾƛƻǳǎ ǿƻǊƪ ƻƴ aaw ŦƻǊ DI!Σ IŀŦŦƴŜǊ Ŝǘ ŀƭ όнллфύ 

suggest there is some confusion about what MMR is: 

  

{ǘŜǾŜ ²ƛƭŎƻȄΩǎ ŀƴŀƭȅǎƛǎ CanΩt Buy: Can Rent (2007), identifies criteria against which to assess the 

market for intermediate rent in terms of need rather than demand, arguing that the demand for 

intermediate market may exceed need if the offer is right i.e. households being able to afford 

larger properties, better quality properties or locations that they would otherwise not be able 

to access.  

²ƛƭŎƻȄ ƛƭƭǳǎǘǊŀǘŜǎ ǘƘŜ ƛƴǘŜǊƳŜŘƛŀǘŜ ƘƻǳǎƛƴƎ ƳŀǊƪŜǘ ǳǎƛƴƎ ŘŜŦƛƴƛǘƛƻƴǎ ƻŦ ǘƘŜ ΨƴŀǊǊƻǿΩ ŀƴŘ ΨōǊƻŀŘΩ 

intermediate housing market. 

The main measure used by Wilcox is the narrow definition, which is - the proportion of younger 

working households (aged 20-39) in each area that could afford to pay more than a local 

housing association rent (without relying on housing benefit), but could still not afford to buy a 

2/3 bedroom dwelling at the very low end of the local housing market (measured by lowest 

decile house prices). 

The broader definition also includes those in work but on Housing Benefit at the lower end of 

the income distribution and those who could not afford to buy at the lowest quartile (rather 

than decile) at the higher end. The Wilcox analysis also includes consideration of the 

affordability of private rents by looking at the ratio of private renting costs to owning costs 

(albeit not for Scotland, where the Hometrack data available was less robust).  
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Source: Wilcox, Steve (2007) CanΩt Buy: Can Rent 

3.2 The evolution of intermediate rent policy and practice in England  

Intermediate renting became a common term in England with the introduction of the Key 

Worker Living Programme (KWL), funded by ODPM and launched in March 2004. Its aim was to 

address recruitment and retention problems in London, South East and East England by 

providing housing solutions to key front line personnel in public services, such as education, 

health and community safety. There were four main products: Key Worker Homebuy (an equity 

loan), Key Worker Shared Ownership, Intermediate Rent ς sub-market rent (below 80% of 

market rates) and London Challenge Teacher Homebuy ς a higher-value equity loan of up to 

£100,000. AŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ ǇǊƻƎǊŀƳƳŜΩǎ ŜǾŀƭǳŀǘƛƻƴ όh5ta нллсύΣ ǘƘŜ ƳŀƧƻǊƛǘȅ ƻŦ ǘŀƪŜ ǳǇ ǿŀǎ 

for KWL Homebuy, followed by intermediate rent, with shared ownership being the least 

popular. Some of the key messages from this programme were: 

¶ KWL was successful in enabling households to exercise housing choices, including location 

and house types that would not otherwise have been available to them. 

¶ CƻǊ ǘƘŜ ΨbŜǿ .ǳƛƭŘΩ ǇŀǊǘ ƻŦ ǘƘŜ ǇǊƻƎǊŀƳƳŜ ƛƴǘŜǊƳŜŘƛŀǘŜ ǊŜƴǘ ŎƻƳǇǊƛǎŜŘ фн҈Σ ŀƴŘ у҈ 

shared ownership. 82% of the New Build evaluation survey respondents were aged under 

40 years and 19% over 40 - this was a slightly older age profile to the Homebuy option.  

¶ For household type, 51% were single people, 15% single parents, 18% couples, and 10% 

couples with children. This profile includes a greater proportion of single people and single 

parents than was found in the Homebuy option.  

¶ The proportion of households with incomes of less than £35,000 was 83%, higher than 

Homebuy at 64% (it should be remembered this evaluation was undertaken 5 years ago). 

¶ The largest category of previous household tenure for both Homebuy and New Build was 

private renting (55% and 52% respectively), followed by living with family (27% and 19%), 

and renting from the council or another social landlord (6% and 14%). Owner occupiers 

accounted for 8% of both Homebuy and New Build recipients. 

¶ ¢ƘŜ Ƴŀƛƴ ƳƻǘƛǾŀǘƛƻƴ ŦƻǊ ŀŎŎŜǎǎƛƴƎ ƛƴǘŜǊƳŜŘƛŀǘŜ ǊŜƴǘ ǿŀǎ ΨŀŦŦƻǊŘŀōƛƭƛǘȅΩ όтп҈ύΣ ŦƻƭƭƻǿŜŘ ōȅ 

not being ŜƭƛƎƛōƭŜ ƻǊ ŀōƭŜ ǘƻ ŀŎŎŜǎǎ ǘƘŜ IƻƳŜōǳȅ ǎŎƘŜƳŜΦ ф҈ ǎŀƛŘ ǘƘŜȅ ŘƛŘƴΩǘ ǿŀƴǘ ǘhe 

commitment of buying, and 4% wanted to be closer to work. 

Since the evaluation of KWL, English policy has moved to mainstream Homebuy schemes 

through housing association Homebuy agents across England where the four main subsidised 

housing options of equity loans, shared ownership, intermediate rent, and Rent to Homebuy are 

generally offered. Each agent has their own, but very similar, eligibility criteria and these are no 
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longer exclusive to keyworkers. The most common criteria for intermediate rent are 

summarised as3: 

¶ Households with a total income of less than £60,000 a year who cannot afford to buy a 

suitable home on the open market without assistance 

¶ Applicants must be able to afford 80% of the local market rent (some suggest without 

further assistance i.e. Housing Benefit, some take a broader definition) 

¶ Social tenants, either LA or housing association tenants 

¶ Those on social housing waiting lists, key workers and other priority groups. 

Intermediate Rent in England tends to come in two forms ς as a stand alone rented tenure and 

short-term rent to ownership option. The rented option is provided by housing associations 

based on an Assured Shorthold Tenancy (contract period of 6 months), at 80% of the private 

market rented rate. Some local authorities in England are also developing this as a rented 

tenure to create an alternative market to relieve the pressure there is on social housing, and 

ǿƛǘƘ ΨǘƘŜ ǇǊƛƳŀǊȅ ŀƛƳ ǘƻ ǇǊƻǾƛŘŜ ŀ ǊŜƴǘŀƭ ƳŀǊƪŜǘ ƻŦ ǉǳŀƭƛǘȅΩ ŀǎ ƛƴ ǘƘŜ ŎŀǎŜ ƻŦ Birmingham City 

Council where 1,500 new homes are being considered over the next three years. 4  The 

Chartered Institute of Housing (CIH) paper Widening the rental housing market (2010) argues 

there is scope for increasing the amount of intermediate rent but urges providers to carefully 

analyse their local markets to be clear on the place that intermediate rent has in terms of price, 

product, house type and size. Analysis should be based on the links between earnings and rents; 

ǘƘŜ ǎŎŀƭŜ ƻŦ ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ƳŀǊƪŜǘ ǊŜƴǘǎ ŀƴŘ ǎƻŎƛŀƭ ǊŜƴǘǎΤ ƘƻǳǎŜƘƻƭŘǎΩ ŀōƛƭƛǘȅ ǘƻ ŀŎŎŜǎǎ 

homeownership, and the relative costs of homeownership and renting; and the role and profile 

of the private rented sector. It also argues that providers should be aiming to produce homes 

which meet local needs and improve the function of the market. This may mean that they are 

not able to provide the sort of properties that are most needed, but they will be helping to 

create better options and choices within and between submarkets or supporting transitions 

between different life stages.  

Commonly intermediate rent in England is associated with Rent to Homebuy (launched in 2008) 

and intended for the occupants to rent a property for up to five years for 80% or less than 

market rents before they intend (and often are required to commit) to purchase at a later date. 

Many Homebuy agents argue that this allows tenants to live in a new home without having to 

obtain a mortgage in the first instance, and gives tenants the scope to save in the meantime. 

However, an evaluation on the scheme for the Homes and Communities Agency (HCA 2009, 

unpublished)5 questioned whether 20 per cent below market rates was enough to enable 

tenants to save up the size of deposit demanded by lenders. It surveyed 47 Rent to Homebuy 

customers and found the average deposit they had accumulated was just £2,368. The customer 

profile ŦǊƻƳ ǘƘŜ ŜǾŀƭǳŀǘƛƻƴΩǎ ǎǳǊǾŜȅ ŦƻǳƴŘ ǘŜƴŀƴǘǎ ǿŜǊŜ predominantly under 45 years; the vast 

majority were in childless households, with half being 2-adult households and 41% single adult 

households; just under half had been renting privately and a third living with friends and family. 

                                                             

3 www.direct.gov.uk provides the full list of Homebuy agents. A sample of eligibility criteria has been 
reviewed from the agentsΩ websites. 
4 ΨBirmingham to Build homes for intermediate rentΩ, Inside Housing 20 May 2010 
5 I/! ŜǾŀƭǳŀǘƛƻƴ ǉǳƻǘŜŘ ƛƴ ΨRent to Buy deal queriedΩΣ Inside Housing р WǳƴŜ нллфΣ ŀƴŘ Ψ9ǾŀƭǳŀǘƛƴƎ ǘƘŜ 
ǊŜƴǘ ǘƻ IƻƳŜōǳȅ {ŎƘŜƳŜΩΣ /ŀƳǇōŜƭƭ ¢ƛŎƪŜƭƭ нллфΣ ǉǳƻǘŜŘ ƛƴ /LI 5ƛǎŎǳǎǎƛƻƴ tŀǇŜǊΣ Future Directions in 
Intermediate Renting, April 2010 
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Customers were very positive about the scheme particularly in respect of affordability, security, 

quality and the discounted rent increasing the chance of being able to buy later.   

The CIH (2010) suggests there is no consensus on whether the provision of rented homes, 

particularly intermediate rent, should link to encouraging tenants into homeownership. It cites 

an example from L&Q Group which provides housing in London and the south east of England. 

Its products allow flexibility to meet the varying needs of the people who approach them for 

housing - they see this as a continuum which allows people on different incomes to choose the 

product which most suits their requirements.  The figure below shows the way that the 

different products relate to different incomes, with social housing for those who most need it 

and LCHO products and outright sale for those who can afford it. 

The two key intermediate products which L&Q have developed are called UpToYou up to £25k 

and UpToYou over £25k.  

UptoYou up to £25k is a rent to buy product aimed specifically at low earning, priority-need working 

households earning between £12,000 and £25,000 per annum. The core customer group this represents 

is assumed to be existing social residents or low-earning singles and couples on the housing waiting list 

and those living in low quality private rented homes. The properties are let at 65% of market rent levels. 

Customers will be able to purchase a minimum share of 25% in their property after 5 years with the help 

of performance linked incentives from L&Q.  

UptoYou over £25k is a flexible rent to buy proposition which allows customers to choose whether to 

rent at an 80% MMR or purchase through shared ownership. Those that choose to rent can do so 

indefinitely; and they also have the opportunity to purchase part of or their entire home after 6 months. 

The product is intended for customers with incomes of between £25,000 and £60,000 per annum and is 

primarily aimed at first time buyers who are locked out of the mortgage market due to large deposit 

requirements. To encourage customers to purchase, L&Q gifts 5% of the equity to residents who rent for 

more than 6 months if they purchase either a share or their entire home.  

CIH argues these schemes can provide real benefits to the resident but if the aim is to meet the 

ƴŜŜŘǎ ƻŦ ǘƘŜ ΨƛƴōŜǘǿŜŜƴǎΩ όǘƘƻǎŜ ǿƘƻ ŀǊŜ ƴƻǘ ƛƴ ǇǊƛƻǊƛǘȅ ƘƻǳǎƛƴƎ ƴŜŜŘΣ ōǳǘ Řƻ ƴƻǘ ƘŀǾŜ ǘƘŜ 

income to access home ownership), then products aimed solely at feeding people into 

ƘƻƳŜƻǿƴŜǊǎƘƛǇ ǿƛƭƭ ŦǳǊǘƘŜǊ ǎǉǳŜŜȊŜ ǘƘŜ ΨƛƴōŜǘǿŜŜƴŜǊǎΩ ǿƘƻ ŀǊŜ ǳƴŀōƭŜ ǘƻ ŀŦŦƻǊŘ ǎǳŎƘ ŀƴ 

option. Provision of a dedicated intermediate rental product with no option or expectation to 

buy meets a wider range of needs and could reduce pressure on the ownership market if people 

see a sustainable and long-term future in intermediate renting. This, along with the known 

fluctuations in incomes of people in this group, suggests the importance of an offer of 

accommodation which is flexible and would allow continued renting for some, rather than 

products with a fixed expectation of a move to homeownership for all. 
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The various different intermediate renting products in England may, over time, be superseded 

ōȅ ǘƘŜ ¦Y ƎƻǾŜǊƴƳŜƴǘΩǎ ǊŜŦƻǊƳ ƻŦ ǎƻŎƛŀƭ ƘƻǳǎƛƴƎΦ6 A new Affordable Rent product will be 

available to tenants up to a maximum of 80% of market rent and providers will be able to offer 

Affordable Rent homes on flexible tenancies, allocated in the same way as present. Where 

tenants are eligible for Housing Benefit it will continue to be paid in full in the same way as for 

social rented properties at present. The key difference discussed in the HCA paper is around 

flexibility in rent levels (up to 80% of gross market rents, although justification has be given 

where this is not  charged) and flexibility in tenancies. Affordable Rent properties must be for a 

minimum period of two years but providers will have the flexibility to offer longer tenancies, 

including lifetime tenancies and options for tenants to purchase their home through shared 

ownership. For this option applicants are required to make a commitment to low cost home 

ownership products within five years and be able to demonstrate how the discounted rent will 

enable them to save a deposit (through a financial assessment). 

3.3 The introduction of mid-market rent in Scotland 

As outlined in ScotǘƛǎƘ DƻǾŜǊƴƳŜƴǘΩǎ ǇƻƭƛŎȅ ǇŀǇŜǊ Homes Fit for the 21st Century (2011), the 

new housing supply context is one of reduced funding in the social rented sector and a policy 

steer towards the development of intermediate housing products, where demand and need is 

ǇǊƻǾŜƴΦ ¢Ƙƛǎ ǇƻƭƛŎȅ ǎǘŜŜǊ Ƙŀǎ ōŜŜƴ ŎƻƴŦƛǊƳŜŘ ǾŜǊȅ ǊŜŎŜƴǘƭȅ ƛƴ ǘƘŜ {ŎƻǘǘƛǎƘ DƻǾŜǊƴƳŜƴǘΩǎ 

consultation on flexible tenancies Affordable Rented Housing (2012) which states that it sees a 

growing role for intermediate housing. The consultation also includes proposals to provide 

social landlords greater flexibility to provide intermediate rented housing, specifically through 

the use of Short Scottish Secure Tenancies. 

The background in Scotland up until recently is that there has been very little promotion of 

intermediate rent supply, although for a limited period in the 1990s Grants for Rent or 

Ownership (GRO Grants) were introduced to help stimulate market rented housing (charging 

whatever rent levels the market would sustain) (Gibb et al, 1998). Housing association 

subsidiaries such as Malcolm Housing Association and Lothian Housing Association were active 

in this type of private rented market. A recent presentation by Bill Barron, Head of Investment 

and Local Strategies Group in Scottish Government suggested that while Scottish Ministers have 

ƴƻ ƛƴǘŜƴǘƛƻƴ ƻŦ ŦƻƭƭƻǿƛƴƎ ǘƘŜ 9ƴƎƭƛǎƘ Ψ!ŦŦƻǊŘŀōƭŜ wŜƴǘΩ ƳƻŘŜƭ which suggests rents can be up to 

80% of private rentsΣ ǘƘŜǊŜ Ƴŀȅ ōŜ ΨƘŜŀŘǊƻƻƳΩ in the current rent levels in Scotland.7 As a result 

of the national policy drive there has been a rapid expansion of the intermediate rent sector, 

with Edinburgh leading the way in volume terms ς since March 2010 the City of Edinburgh 

Council has approved 1,349 MMR properties through various funding routes.8 

There are now two Scottish Government subsidy routes for MMR ς the National Housing Trust, 

and Housing Association Grant (HAG). There are also a number of market led models being 

developed ƛƴ {ŎƻǘƭŀƴŘ ƛƴŎƭǳŘƛƴƎ ¢ƘŜ wŜǎƻƴŀƴŎŜϰ aƻŘŜƭ ŘŜǾŜƭƻǇŜŘ ōȅ ǇǊƻǇŜǊǘȅ agents Retties 

and Co. Consultation for this research has demonstrated that some LAs are also using 

Affordable Housing Policy funds (including commuted sums and Council Tax Discount funding) 

to support development of MMR, and some schemes are self-funded through cross subsidy in 

                                                             

6 2011-2015 Affordable Home Programme Framework, HCA 2011 
7 Where now for Affordable Housing Funding, CIH Conference, 23rd November 2011. 
8 Data supplied by City of Edinburgh Council, November 2011. Funding sources include AHIP, CEC 21st 

Century Homes Programme, Resonance Rental guarantee scheme, Innovation and Investment Fund, 

unsubsidized self funded schemes. 
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wider RSL developments. All of these models have sought to charge rents broadly between 80 

and 90% of the Local Housing Allowance rate for the area. The change of LHA to 30 percentile 

means that for Phase 2 of NHT, it will be left to the discretion of local authorities to charge up to 

100% of LHA, considered to be broadly equivalent of previous 84% of previous 50th percentile9. 

Many Scottish LAs are now building new houses, and in some LAs there is a rent differential 

between their existing and new properties, discussed further below. There is no central 

database providing the total MMR units in Scotland because of the various funding and delivery 

routes. 

Apart from subsidised government and other funded schemes for new MMR provision, 

consultation was held with one Scottish housing association exploring a strategy to increase its 

MMR stock by converting existing social rent properties to mid-market rent. 

Key points for these schemes are summarised below, drawing on findings from telephone 

interviews and from data supplied directly by consultees. 

3.4 National Housing Trust  

This is the Scottish Government rent guarantee model.10 For Phase 1, as at November 2011 

contracts have been agreed for nine projects involving seven developers and five local 

authorities. It is anticipated that Phase 1 will deliver almost 700 new affordable homes. NHT 

properties are rented under a short assured tenancy and aimed at households on low to 

moderate incomes (between approximately £17,000 and £25,000). The homes will be available 

for rent for 5-10 years under a short assured tenancy, after which the developer can choose to 

sell, with the sitting tenant having the first option to purchase. If this option is not taken up by 

the tenant, the property can be sold to others ς whether investors, or individually on the open 

market.  The Scottish Government is currently developing a RSL NHT variant and Phase 2 has 

recently been launched. 

NHT Consultation findings  

¶ The NHT consultation was undertaken in four LA areas (two cities, one urban and one rural 

authority) including LA representatives, developers and prospective RSL/subsidiary 

managing agents. The findings demonstrated the infancy of the schemes in terms of 

marketing and letting criteria (with housing development on-site, or not yet on-site).  

¶ From the perspective of the three LAs consulted, the NHT is a means of providing greater 

supply of affordable housing, and choice for households that could not access social housing 

or owner occupation in pressured markets. For two LAs, it is also a means of supporting 

house builders and supporting employment where sites have stalled. On the issue of 

affordable housing being secured in perpetuity, all three LAs took a pragmatic view that the 

NHT could provide an affordable option for up to ten years, and also gives access to 

ŘƛǎŎƻǳƴǘŜŘ ƘƻǳǎƛƴƎ ŦƻǊ ǎŀƭŜ ƭŀǘŜǊΦ ¢Ƙƛǎ ǿŀǎ ǎŜŜƴ ŀǎ άōŜǘǘŜǊ ǘƘŀƴ ŀƭƳƻǎǘ ƴƻǘƘƛƴƎέ ƛƴ ǘƘŜ 

context of reduced resources for affordable housing.  

                                                             

9 Confirmed in telephone interview, November 2011 
10 For more information on the financial and legal model see http://www.scotland.gov.uk/Topics/Built-

Environment/Housing/supply-demand/nht 
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¶ Developers saw this scheme as a means of kick starting their developments, and/or a means 

of meeting their Affordable Housing Policy requirements, or an additional source of 

borrowing.  

¶ Future managing agents (all RSLs subsidiaries) saw it as an opportunity to provide good 

quality housing and choice to households with modest incomes. Prices were all at the NHT 

stipulated levels ς 84% of LHA. The majority of consultees had not decided on final letting 

criteria; indeed, most wanted to keep this as broad as possible with some citing strict void 

performance criteria in the NHT contract as an incentive to broaden the criteria. However, it 

was generally envisaged households would have ΨmodestΩ household incomes between 

£10,000 and £40,000 (although one stated there should be no limit and the house type and 

location would naturally determine the market). Tenants may also come from social housing 

waiting lists or be nominated by the LA, and generally it is anticipated they will be in 

employment or have a track record of employment. One developer could not envisage the 

situation where current (city-based) social tenants would choose to almost double their rent 

by moving to one of these properties, other than if they required a specific location. The 

rural LA and developer confirmed that current social tenants wanting to live in high demand 

ŀǊŜŀǎ ǿŀǎ ŀ ƪŜȅ ǘŀǊƎŜǘ ƳŀǊƪŜǘΣ ŀǎ ǿŜǊŜ ΨƪŜȅ-ǿƻǊƪŜǊǎΩ ŀƴŘ ŦŀƳƛƭȅ ƘƻǳǎŜƘƻƭŘǎΦ  

¶ Two schemes were developing family sized three or four bedroom houses within mixed 

developments of one and two bed flats, and both were keen (albeit slightly nervous) to see 

ǘƘŜ ǊŜǎǳƭǘǎ ƻŦ ΨǘŜǎǘƛƴƎΩ ŦŀƳƛƭȅ ǎƛȊŜŘ ƘƻǳǎƛƴƎ ŦƻǊ aawΦ In all developments the products were 

to include carpets and white goods, and some would also include curtains or blinds.  

¶ Three developers are building house types which attract the ability to secure lower deposit 

rates compared to flats (10%-15% rather than 25% for new build flats) which was seen as a 

distinct advantage for the sitting tenants should they wish to purchase later.  

¶ Three of the developers and two LAs were actively considering a purchase deposit scheme 

for tenants - one of these developers had firm proposals. In this scheme the tenant could 

over-pay rent by £50 per month and this would be matched by £25 per month by the 

developer and the total put aside in a deposit account. The resulting £4,500 to go towards a 

deposit and it is envisaged the scheme will also help to provide proof of a saving track 

record and assist towards achieving a credit rating for a future mortgage.   

3.5 HAG for MMR  

HAG for MMR is available to non-charitable subsidiaries of RSLs which are financially viable. 

Properties eligible for Scottish Government grant include new build projects, off the shelf 

properties and rehabilitation (requiring improvement or conversion) projects. In terms of 

ƭƻŎŀǘƛƻƴΣ ǘƘƛǎ ǎƘƻǳƭŘ ǘƛŜ ƛƴ ǿƛǘƘ ǘƘŜ /ƻǳƴŎƛƭΩǎ [ƻŎŀƭ IƻǳǎƛƴƎ {ǘǊŀǘŜƎȅκ{ǘǊŀǘŜƎƛŎ IƻǳǎƛƴƎ 

Investment Plan.  MMR grant funded properties must be available for let for at least 30 years 

and grant funding is not available for more than £45k per unit (based on a three person 

equivalent). Scottish Government guidance states that at the point of let, tenants must be 

employed or have received a formal letter of employment in the area of the development and 

an income no more than the level set by the relevaƴǘ ƭƻŎŀƭ ŀǳǘƘƻǊƛǘȅΩǎ [I{κ!ŦŦƻǊŘŀōƭŜ IƻǳǎƛƴƎ 

Policy. Rent levels should not exceed 80% of LHA and properties are let under short assured 

tenancy agreements. The Scottish Government database shows that since March 2010, 293 

grant funded MMR units have been approved, with 209 (80%) of these being in Edinburgh, 22 in 

Glasgow, 20 in Fife and 12 in Midlothian. 
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HAG-MMR consultation findings   

Consultation was undertaken with the key players in the Edinburgh market ς Lothian Homes 

(subsidiary of Castlerock Edinvar Housing Association) and Malcolm Homes (subsidiary of 

DunedinCanmore Housing Association). Consultation was also undertaken for the Aberdeen 

housing market with Aberdeenshire Housing Partnership, Grampian Housing Association and 

Next Step Homes (subsidiary of Langstane Housing Association) whose MMR activity has been 

categorised here, ŀƭǘƘƻǳƎƘ ǘƘŜ ŦǳƴŘƛƴƎ ǎƻǳǊŎŜǎ ǿŜǊŜ ŜƛǘƘŜǊ ǘƘŜ [!Ωǎ !It ōǳŘƎŜǘ ƻǊ ǎŜƭŦ-

funding/cross subsidy schemes. All are let under short assured tenancies, with the exception of 

one development which is owned by a non charitable RSL and so properties are let as Scottish 

Secure Tenancies. There is some overlap in findings here with the approach described under the 

NHT above (as some of the MMR developers as also developers and/or managers of NHT 

schemes). Some also have successful bids under the Investment and Innovation Fund (IIF) for 

aaw ǇǊƻǇŜǊǘƛŜǎΦ {ŜǇŀǊŀǘŜ ŦƛƴŘƛƴƎǎ ŀǊŜ ǇǊƻǾƛŘŜŘ ƻƴ 5ǳƴŘŜŜΩǎ aaw ǎǘƻŎƪ ǇǊƻǾƛŘŜŘ ǘƘǊƻǳƎƘ ǘƘŜ 

Northern Housing Company (see 3.9 below under the section on regeneration areas). 

¶ MMR is seen as a way of providing a choice of good quality, well managed housing at a 

more affordable rent than market rent, particularly in pressured areas. In Edinburgh and 

Aberdeen MMR has very strong demand so long as it is in the right location. For the 

majority of consultees, location was seen as key (near transport routes, employment 

sources and good amenities) and for some tenants location is said to be even more 

important than affordability (i.e. they will stretch their budget to get the right location). One 

scheme was less popular due to its longer distance to the City centre. 

¶ Rents were all reported to be 80 to 85% of the LHA (see exception below for Dundee). In 

Edinburgh and Aberdeen the typical Gross MMR rent including service charges was 

indicated to be between £500 and £600 for one and two bedroom properties. 

¶ [ŜǘǘƛƴƎ ŎǊƛǘŜǊƛŀ ǾŀǊƛŜŘ ōǳǘ ŀǘ ǘƘŜ Ǉƻƛƴǘ ƻŦ ƭŜǘ ǿŀǎ ΨƳƻŘŜǎǘ ƛƴŎƻƳŜǎΩΣ ǿƛǘƘ ǘƘŜ ōƻǘǘƻƳ ƻŦ ǘƘŜ 

range suggested as £12,000, but more commonly between £15,000 and £30,000 as a 

general guide. Providers generally do not let to HB claimants, although believe that being 

within LHA levels works as a safety net for those that have periods out of work. Otherwise 

criteria are broad and include people in work or with a history of work, and social housing 

waiting list applicants. Thereafter allocations are taken on a first come first served basis. In 

Edinburgh there is now a pilot for all MMR allocations (including NHT properties) to go 

through the Edindex common waiting list register to capture potential renters from the 

waiting list (although the letting criteria are still to the discretion of the provider). In 

Aberdeen City it is the expectation that there will be 50% nominations from the LA. 

Consultees stated that they either undertake a financial assessment to establish 

affordability, or at least make sure tenants understood the implications of the rent levels. 

¶ The property types were generally flats (there were some house types in suburban or 

regeneration areas), one and two bedroom properties and typically city centre, or in 

neighbouring areas close to transport links and amenities. Properties are let with carpets, 

curtains (or blinds) and white goods; usually oven, hob and fridge, some with and some 

without washing machines. This level of furnishing was seen as critical to cement the 

affordability and quality of the product (see exception below for Dundee). 

¶ None of these properties are envisaged to act as stepping stones to ownership. For the self 

funded scheme the Association may sell some of the MMR units in future, although not 

necessarily to the sitting tenant. This Association has many shared ownership and NSSE 

properties and believes there are a range of LCHO options to offer tenants.  
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¶ Only one consultee systematically records the tenant profile. Others suggested that their 

MMR tenants are mainly single people or couples, and less likely to be families. Results from 

recent lets of one housing association in Edinburgh shows the following tenant profile for 

two developments with a total of 24 properties, and gross rents ranging between £498 and 

£570 per month: 

o Average household income of £25,000, ranging from £18, 360 to £42,957; 

o The greatest proportion were single adults (9), followed by single parent with 

children (7), couples (6) and two adults with at least one child (2); 

o Occupations include nurses, prison staff, care assistants, self employed tradesmen, 

a retired solicitor, administrator, quantity surveyor and engineer; 

o Previous circumstances included private renting (9), living with parents (6), council 

or housing association tenant (4), flat sharing (2), relationship breakdown (2) and 

temporary accommodation (1); 

o Only three of the tenants had any savings, ranging from £1,000 to £2,500. 

o Customer survey responses provided by 15 tenants in October 2011 showed the 

most common reason for choosing the MMR properties were affordability (73% of 

respondents) and location (60%) (multiple choice). When asked what their 

experience of the property was 20% stated they considered the rent and service 

charges to be very affordable, 66% affordable, 7% average and 7% costly. 

3.6 ¢ƘŜ wŜǎƻƴŀƴŎŜϰ aƻŘŜƭ  

¢ƘŜ wŜǎƻƴŀƴŎŜϰ ƳƻŘŜƭ ǇǊƻǾƛŘŜǎ ŀ ǇŀǊǘƴŜǊǎƘƛǇ ǘƻ ŘŜƭƛǾŜǊ ŀŦŦƻǊŘŀōƭŜ ǇǊƻǇŜǊǘƛŜǎ ǿƛǘƘ ǘƘŜ ŎŀǇƛǘŀƭ 

cost shared between an RSL and a private investor. The RSL borrows against future income 

ǎǘǊŜŀƳǎ ǘƻ ŦǳƴŘ ǘƘŜ ōǳƛƭŘ ŎƻǎǘΣ ǿƘƛƭǎǘ ǘƘŜ ƛƴǾŜǎǘƻǊ ŦǳƴŘǎ ΨƭŀƴŘΩ ŎƻǎǘǎΦ ¢ƘŜ w{[ ǊŜƴǘǎ ƻǳǘ ǘƘŜ ǳƴƛǘǎ 

at affordable rates and keeps a percentage of the units in perpetuity, while a proportion of the 

units are sold to occupants, failing which on the open market after 5 to 10 years.  

Resonance consultation findings  

Malcolm HA (DunedinCanmore) was the only consultee with developments under this model. 

Their approach and experience of letting is included in the MMR findings above. The key 

difference is that the sitting tenants have the option to purchase the property within between 5 

to 10 years of letting (similar to NHT principle). Like MMR, it is seen as a way of providing 

another high quality affordable housing option, with quality management, but with the option 

of easier access to discounted home ownership (due to savings in marketing costs). There is no 

ŘŜǇƻǎƛǘ ǎŀǾƛƴƎ ǎŎƘŜƳŜΣ ōǳǘ ǘƘŜ ŀōƛƭƛǘȅ ǘƻ ƻŦŦŜǊ ǘŜƴŀƴǘǎ ǘƘŜ ƻǇǘƛƻƴ ƻŦ ōǳȅƛƴƎ ΨǘƘŜƛǊΩ ƘƻƳŜ ƭŀǘŜǊ ƛƴ 

their preferred location is considered to be attractive to some tenants. 

3.7 Local authority MMR 

21st Century Homes is the name of the City of Edinburgh Council's new programme to build up 

to 1,400 homes for sale and for rent over the next three years. Some of the housing for rent will 

be set at MMR levels priced to within LHA levels (up to £456 pm for two bedroom and £552pm 

for a three bedroom property), although still let on SST basis11. This could be up to double the 

average CEC monthly rent of £324.40 (£74.87 per week) in 2010/11, but 63% lower than the 

                                                             

11 Scottish local authorities are not permitted to let settled accommodation on anything other than an 

SST or SSST . 
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average two bedroom private rented property (£720) 12. Many other local authorities are now 

ōǳƛƭŘƛƴƎ ƴŜǿ ŎƻǳƴŎƛƭ ƘƻƳŜǎΣ ŀƴŘ ǎƻƳŜ ŎƘŀǊƎŜ ŀ ΨǇǊŜƳƛǳƳ ǊŜƴǘΩ ŦƻǊ ƴŜǿ ōǳƛƭŘ ǇǊƻǇŜǊǘƛŜǎ ǇǊƛŎŜŘ 

between 10% and 25% higher than their existing SST rents13.  

It should be noted that one key difference between SST and SAT is that a local authority (or RSL) 

is not permitted to take income into account when allocating SST properties. One of the RSL 

consultees raised this as a potential disadvantage for letting MMR properties under an SST. 

3.8 Transferring social rented properties to MMR 

One housing association consultee indicated it is currently exploring a strategy to transfer some 

of its social rented properties to MMR. The purpose is to restructure capital assets to release 

embedded values which can then be re-invested in new supply. The plan is currently being 

discussed with Scottish Government.  

3.9 Pressured or regeneration areas? 

This comparative review has shown that the majority of new MMR supply is provided in 

pressured areas. The literature suggests this is where MMR is likely to be most successful ς 

where there is an affordability gap between earnings and prices, and large differentials between 

social and private market rents. Consultees were asked whether they consider there to be a role 

for MMR in regeneration areas; most suggested that there may be potential markets in these 

areas, so long as these areas are in the right location ς access to employment and good 

amenities, and should be an area where there are good prospects of private investment, even if 

pump primed by public sector investment. Examples were provided of the Waterfront 

(brownfield regeneration), Craigmillar (former mono-tenure council housing estate), and 

Donside Mills in Aberdeen (brownfield, close to mono-tenure housing estate) all where MMR is 

in the pipeline or completed. Two consultees suggested it was a good way of providing a mix of 

ƛƴŎƻƳŜǎ ǿƘƛƭǎǘ ƴƻǘ ŜȄǇŜŎǘƛƴƎ ƘƻǳǎŜƘƻƭŘǎ ǘƻ ΨŎƻƳƳƛǘ ǘƘŜƛǊ ƭƛŦŜ ǎŀǾƛƴƎǎ ƛƴ ǘƘŜ ŀǊŜŀΩ ǘƘǊƻǳƎƘ ƘƻƳŜ 

ownership. Two consultees also reflected on the NHT initiative (or similar products with a route 

to home ownership) suggesting that if provided in regeneration areas it would give tenants the 

ƻǇǘƛƻƴ ǘƻ ΨǘǊȅ ōŜŦƻǊŜ ǘƘŜȅ ōǳȅΩ ŀƴd give them some time to ensure they were happy to invest in 

the area. It was also mentioned that many of these regeneration areas do not have any private 

rented market, but if a quality, well-managed product is supplied in the right location this would 

help to create the market. Another consultee emphasised that MMR is a good way of providing 

stability ς in their experience there is very low turnover in MMR, so long as it is in the right 

location. 

Below are some notable examples where MMR is being used successfully in regeneration areas. 

These include Dundee, Edinburgh and a large development in Arsenal, London. 

Dundee 

The Northern Housing Company was originally established in 1996 to continue the activities of 

the former Northern Housing Association ς a long established charitable organisation that has 

provided sub-market housing in Dundee since 1930. The company merged with the Hillcrest 

Group in 2010 and is now one of its subsidiaries. The Company has built up a positive reputation 

for contributing to the restoration and regeneration of once derelict tenements in DundeeΩǎ Ŏƛǘȅ 

                                                             

12
 Citylets Report, Q3, 2011 

13 Survey undertaken by ALACHO on longer term sustainability of grant rates, presented by Jim Hayton at 

Where now for Affordable Housing Funding, CIH Conference, 23
rd
 November 2011 
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centre, by acquiring and modernising whole or near whole tenement blocks some of which 

were in very low demand. One notable example is the Stobwells area of Dundee where the 

Company acquired derelict tenements which at that time had extremely low values. Their work 

contributed to the regeneration of the area, which has resulted in a more stable community, 

improved physical environment and higher property values.  

The Northern Housing Company has 430 MMR flats ς mainly in Dundee with a small number in 

Perth (46). Historically the company has provided housing with no subsidy, but is now 

expanding through various means including NHT and leasing unsold properties from private 

developers. It wishes to expand the portfolio of MMR ŀŎǊƻǎǎ IƛƭƭŎǊŜǎǘΩǎ ŀǊŜŀ ƻŦ ƻǇŜǊŀǘƛƻƴ 

including Dundee and Edinburgh.  

Hillcrest Group has also been considering transferring the management of some of Hillcrest 

IƻǳǎƛƴƎ !ǎǎƻŎƛŀǘƛƻƴΩǎ ƻƭŘŜǊ ǎƻŎƛŀƭ ǊŜƴǘŜŘ ǎǘƻŎƪ to MMR, on the basis that HAG would be waived 

ǿƘŜƴ ǇǊƻǇŜǊǘƛŜǎ ǿŜǊŜ ǘǊŀƴǎŦŜǊǊŜŘ όŀǎ ŘƛǎŎǳǎǎŜŘ ƛƴ ǘƘŜ {ŎƻǘǘƛǎƘ DƻǾŜǊƴƳŜƴǘΩǎ ǇŀǇŜǊ Homes fit 

for the 21st Century). However, consultation indicates that agreement with Scottish Government 

has not been reached on this initiative. 

The gross MMR rent charged (including service charges) by the Northern Housing Company is 

generally 75-80% of market rents. The Company does not base their rent charge on LHA in 

Dundee on the basis that tends to be higher than the open market rent in the areas in which 

they operate. Examples of prices given through consultation (December 2011) were LHA rate of 

£415 across Dundee City, open market rents of £380 and Company rents of £310 for 2 bedroom 

flats. It was noted that because the rents are within LHA levels, this helps should someone fall 

out of work. The criteria for letting are based on employment and income ς prospective tenants 

must be in employment and have an income of up to £28,000 for a single household, and 

£45,000 for family. TherŜŀŦǘŜǊ ǇǊƻǇŜǊǘƛŜǎ ŀǊŜ ƭŜǘ ƻƴ ŀ ΨŦƛǊǎǘ ŎƻƳŜ ŦƛǊǎǘ ǎŜǊǾŜŘΩ ōŀǎƛǎΣ ŀǎǎǳƳƛƴƎ 

suitable credit checks and references. Flats are generally City centre, one and two bedroom and 

let unfurnished (no carpets, curtains or white goods). The rational for unfurnishing flats is to 

encourage stability ς ǘƘŜ /ƻƳǇŀƴȅΩǎ ŜȄǇŜǊƛŜƴŎŜ ƛǎ ǘƘŀǘ ǘƘŜ ƭŜǎǎ ŦǳǊƴƛǎƘƛƴƎ ǇǊƻǾƛŘŜŘΣ ǘƘŜ ƳƻǊŜ 

likely households are to invest in their furnishing and decoration and therefore stay longer. 

Turnover is very low, the Company currently has no voids, demand is high and there is a waiting 

ƭƛǎǘ ŦƻǊ ǘƘŜ aaw ǇǊƻǇŜǊǘƛŜǎΦ ¢ƘŜ /ƻƳǇŀƴȅΩǎ ƻǇƛƴƛƻƴ ƛǎ ǘƘŀǘ ǇǊƛǾŀǘŜ ǊŜƴǘƛƴƎ ƳŀǊƪŜǘ ƛǎ ΨŜȄǘǊŜƳŜƭȅ 

ōǳƻȅŀƴǘΩ ƛƴ 5ǳƴŘŜŜΣ ŀƴŘ ŘŜƳŀƴŘ ŦƻǊ aaw ǾŜǊȅ ƘƛƎƘΣ ŎƻƴŦƛǊƳŜŘ ōȅ ŀ ǊŜŎŜƴǘƭȅ ŎƻƳǇƭŜǘŜŘ aaw 

demand study. 

Edinburgh 

City of Edinburgh Council purchased 19 unsold new-build properties from a developer in 

Cakemuir in the regeneration area of Craigmillar and piloted MMR through these properties. 

The properties were made available to applicants at the end of 2009 and all 19 were let within 

two weeks to working households registered on Edindex, the Common Housing Register. Rents 

are 78% of private sector rent for 2-bedroom properties and 65% for 3-bedroom properties. The 

properties are let under SST but the risk of right to buy was considered to be low. Consultation 

indicates that these properties are in high demand, with low turnover and making a positive 

contribution to mixing income profiles in the area, and the choice and quality of affordable 

housing in Craigmillar.  

Islington, London 

!ǊǎŜƴŀƭ Cƻƻǘōŀƭƭ /ƭǳōΩǎ ƳƻǾŜ ŦǊƻƳ IƛƎƘōǳǊȅ ǘƻ ǘƘŜƛǊ ƴŜǿ ƘƻƳŜ ŀǘ 9ƳƛǊŀǘŜǎ ǎǘŀŘƛǳƳ ǿŀǎ ǘƘŜ 

catalyst for one of the largest regeneration projects in Europe. At the outset of the programme, 
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Islington Council was committed to ensuring that the development of the new stadium linked to 

the needs of local people. This led to the creation of the Arsenal Regeneration Team, which was 

a partnership between Islington Council, Arsenal FC and Newlon Housing Trust (the lead housing 

association for the project). The regeneration programme covered four wards, each of which 

ǿŀǎ ǊŀǘŜŘ ƛƴ ǘƘŜ ǘƻǇ мл҈ ŦƻǊ ŘŜǇǊƛǾŀǘƛƻƴ ƛƴ ǘƘŜ ¦YΣ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ DƻǾŜǊƴƳŜƴǘΩǎ LƴŘŜȄ ƻŦ 

Multiple Deprivation. The programme would also see the redevelopment of a significant area of 

brownfield land. The plans included the provision of more than 1,400 new homes and uniquely 

for a scheme this size in London, more than 50% of the new homes are affordable housing. This 

affordable housing includes a mix of social rented general needs housing, shared ownership and 

a high proportion of MMR, as well as privately owned housing. Hundreds of MMR properties 

have been developed. However, differing from MMR examples in Scotland, the allocation of 

these units has been restricted to key workers and their families only, with a household income 

of less than £60,000 per year. Rents are set at between 70% and 80% of the market rents in the 

area. 

3.10 MMR experience in Glasgow 

To date there has been no experience of MMR in Glasgow although there are five projects in 

the pipeline. These have been funded by HAG or through the Innovation and Investment Fund 

(IIF; two approved by Glasgow City Council, and three by Scottish Government).  

¶ Partick Works (Partick HA) - Ferry Road ς 22 MMR units as part of a mixed development of 

87 units including social rent and NSSE. These properties are HAG funded and due for 

completion in March 2013. These will comprise a mix of one, two and three bedroom flats, 

priced at 84% of LHA, currently projected as £393, £500 and £530 respectively (projected 

rent levels to 2013 which may change). It is planned to provide these flats with white 

goods, and carpets and curtains are under consideration. The objective is to provide 

quality, affordable rented housing in a pressured area for households that cannot gain 

ŀŎŎŜǎǎ ǘƻ ǎƻŎƛŀƭ ǊŜƴǘŜŘ ƘƻǳǎƛƴƎΣ ƻǊ ŦƻǊ ǿƘƻ ǇǊƛǾŀǘŜ ǊŜƴǘƛƴƎ ƛǎ ǳƴŀŦŦƻǊŘŀōƭŜΦ tŀǊǘƛŎƪΩǎ 

transfer tenants will be prioritised so as to release social rented housing for those in 

greatest need of this type of housing. 

¶ Home (Scotland) HA - Cathcart Road - 26 MMR units with 40 units for social rent. Funded 

through IIF approved by GCC. Provision of 18 houses (mix of two and three bed semi 

detached and terraced) and eight, two bedroom flats. All properties will be provided with 

white good, carpets and curtains. Rents will be set at 85% of LHA.  The rationale for the 

development is that it is believed that the Cathcart/Mt Florida area presents many 

characteristics suitable for MMR market including higher proportion of emerging 

households unable to access social renting or ownership. 

¶ Lowther Homes - Ibroxholme Oval - 98 MMR units. This is a conversion of one block of 
former GHA highrise social rented flats. These properties are IIF funded, approved by 
Scottish Government. The conversion will comprise a mix of one and two bedroom flats, 
priced at 84% LHA - £336 for one bedroom, and £422 for bedrooms. All properties will be 
provided with white goods, carpets and curtains. The flats were going to be demolished, 
but option appraisal suggested the good location, close to large employers in the area may 
mean it could work for MMR for key workers. 

¶ Lowther Homes - Strachur Wharf, Lambhill ς 24 units for MMR. Funded by IIF through 
Scottish Government. All ƴŜǿōǳƛƭŘΣ ǘǿƻ ōŜŘǊƻƻƳ Ŧƭŀǘǎ ōƻǳƎƘǘ ΨƻŦŦ-the-ǎƘŜƭŦΩ ŦǊƻƳ ŀ 
developer. To be priced at 84% LHA - £422 for two bedroom and semi-furnished with white 
good, carpets and curtains. The rationale for this site is to unlock a stalled site that was 
failing as a result of the recession. Originally there were 200 units intended for housing for 
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sale. Some have been sold to Cairn Housing Association for social rented and Open Market 
Shared Equity. This development is less central (5 miles out of town), and so is seen as an 
opportunity to test MMR in a market that is neither regeneration, nor a pressured area. It 
envisaged that the market will be local emerging households who want independence, but 
who cannot access social renting or ownership, and for whom there are few affordable 
private renting options in the area. 

¶ CCG Tantallon Road ς 24 units for MMR. Funded by IIF through Scottish Government. 16, 
two bedroom flats and eight, one bedroom flats. This site was originally intended for 
housing for sale, and conversion to MMR was to unlock the otherwise stalled site. Rents 
will be priced at £300 / 405 per month for one and two bedroom flats respectively. 
Properties will be provided with white good, floor covering and curtains. 

From the consultation discussions undertaken for this research, it is clear that these 

developments are experimental in nature, with most of the providers suggesting that they are 

testing the market for MMR. There does not appear to be a centrally led and agreed strategy for 

the development of MMR across the City. 

3.11 New Supply Shared Equity experience in Glasgow (NSSE) 

Of relevance for this research is the experience of NSSE in Glasgow ς the following summarises 

ǘƘŜ D//Ωǎ ŀnonymised database of 335 recent NSSE purchasers. Based on the literature review, 

it may be expected that NSSE owners are likely to be slightly younger than intermediate renters, 

have higher incomes and a greater proportion of family households than typically found in 

intermediate rented properties, although this evidence shows relatively low income levels. 

¶ Of the 90% responding to the income question, most common total household income was 

£20,000-£25,000 (38%), followed by £15,000-£20,000 (28%), £25,000-£30,000 (13%), 

£30,000 and over (11%) and the lowest proportion under £15,000 (10%). 

¶ Average household size of 1.9, ranging from one to five; 

¶ Average ages of the first and second household members were 31 and 27 years 

respectively; 

¶ Previous circumstances included; renting (49%), living with parents/relatives (41%), home 

ownership (4%) and living with friends (1%). Of those that had been renting most were in 

private rented housing (59%), followed by housing association (32%), Council renting (8%) 

and other (1%). 

3.12 Chapter summary 

¶ The most commonly used definition of mid-market rent is that proposed by Wilcox (2007), 

which identifies criteria against which to assess the market for intermediate rent in terms 

of need rather than demand. His definition is based on tƘŜ ΨƴŀǊǊƻǿΩ ŀƴŘ ΨōǊƻŀŘΩ 

intermediate housing market. 

¶ The narrow definition is - the proportion of younger working households (aged 20-39) in 

each area that could afford to pay more than a local housing association rent (without 

relying on housing benefit), but could still not afford to buy a 2 to 3 bedroom dwelling at the 

very low end of the local housing market (measured by lowest decile house prices). 

¶ The broader definition also includes those in work but on Housing Benefit at the lower end 

of the income distribution and those who could not afford to buy at the lowest quartile 

(rather than decile) at the higher end. The Wilcox analysis also includes consideration of 
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the affordability of private rents by looking at the ratio of private renting costs to owning 

costs. 

The comparison between the evidence in literature and recent practice shows the likely profile 

of intermediate / MMR tenants and products demanded as follows:  

Tenant profile: 

¶ Modest households incomes, typically under £30,000. MMR renters typically will have less 

income than households purchasing intermediate home ownership products; 

¶ Most will be single people or single parents, with a lower proportion of family households 

compared to those taking up intermediate ownership options. 

¶ The large majority will be aged less than 40 years old, although MMR renters may be slightly 

older than households interested in low cost home ownership. 

¶ Previous circumstances will most commonly be private renting, followed by living with 

parents, or council/housing association tenant. 

¶ The most common reason intermediate renters take up their properties is due to 

affordability and location. 

The tenant profile inevitably reflects the most common letting criteria, but it is also driven by 

different types of products: 

¶ Evidence on letting criteria suggests people should be in work, and there is usually a 

minimum and maximum household income threshold. Usually HB claimants and those that 

are deemed to be able to afford private renting or home ownership are excluded. Scottish 

experience suggests income criteria between £15,000 and £45,000 (with the higher end of 

the range for families). Other common criteria are social tenants, social housing waiting list 

ŀǇǇƭƛŎŀƴǘǎ ŀƴŘ ΨƪŜȅ ǿƻǊƪŜǊǎΩ ƻǊ ƻǘƘŜǊ ǇǊƛƻǊƛǘȅ ƎǊƻǳǇǎΦ   

¶ Evidence of the English experience suggests there are different markets for a dedicated 

intermediate rental product, compared with products designed with the option or 

expectation to buy the property at a later date. The examples provided by L&Q show 

different rent levels (65% or 80% of market) targeted at different household incomes, with 

the options of renting indefinitely or purchasing equity shares or outright ownership, with 

the incentive of shares contributed by the provider. There is only one concrete example of a 

Scottish developer offering a deposit saving scheme attached to its NHT developments, 

although another two developers and LAs are considering options.  Findings from English 

Rent to Homebuy product suggest rents have to be sufficiently low to enable renters to save 

for a deposit.  

¶ All MMR providers in Scotland consulted currently provide one or two bedroom flats 

(although family housing is currently being developed through NHT). All but two landlords 

provide carpets, curtains (or blinds) and white goods. For most these are seen as critical in 

cementing affordability. For one landlord that does not furnish the properties it believes the 

investment required by tenants to carpet and furnish their property increases the sense of 

ΨƻǿƴŜǊǎƘƛǇΩ ŀƴŘ Ƙŀǎ ŀƴ ƛƳǇŀŎǘ on stability and turnover. 

¶ MMR rent levels in Scotland have all been found to be within LHA levels, but the rents set 

vary according to market rates. In those areas where market rents are high (Edinburgh and 
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Aberdeen) MMR levels tend to 80-85% of LHA (typically £500-£600 pm for 2 bedroom flat), 

whereas in Dundee where rent levels are lower - the one Dundee MMR provider consulted 

sets rents at 80% of the market rent for its areas of operation, typically equivalent to 75% of 

LHA (£310 for 2 bedroom flat). Even at these lower market prices there is proven demand 

for MMR. 

¶ MMR is being pursued by some local authorities through their new build activity, although it 

is not always defined ŀǎ ΨaawΩ. One housing association consulted is considering 

transferring social rented properties to MMR to lever in greater borrowing capacity, meet 

demand for MMR and enable more supply of social rented housing. 

¶ The review suggests there is scope for using MMR in regeneration areas, assuming the right 

location and a strategy to invest in the area. The absence of private sector rented markets 

does not necessarily mean there is not a market for MMR; investment in sub market rented 

housing may be part of the pump priming required to regenerate an area and to mix the 

income profile of residents. Many consultees also suggested that MMR brings stability, 

created through affordable, high quality, well managed and well located housing. 

¶ The majority of the experience of MMR in Scotland and elsewhere in the UK has been 

focused on city centre and in pressured housing markets. The focus of activity in Scotland 

has been in Edinburgh and Aberdeen which have the highest rents in Scotland, and higher 

household incomes than found in Glasgow. Dundee provides the most relevant comparable 

example to Glasgow, where the housing market is less pressured, and average private rents 

and household incomes lower; here there is also a proven market for renting at levels 

discounted to the private market (not necessarily discounted to LHA) for those on modest 

incomes. There are also examples of MMR being provided successfully in less central 

locations in Dundee, Edinburgh and Aberdeen. 

¶ The MMR market in Glasgow is in its infancy. The five developments that are in pipeline 

present a range in size and type including new build and redevelopment proposals. Some 

have been brought forward to stimulate stalled sites, previously intended for housing for 

sale, some are new build in pressured areas, while one is a redevelopment of former social 

housing provision. Three out of five of these development were approved by GCC, whilst 

two were approved for subsidy by the Scottish Government. There is currently no centrally 

agreed strategy for the development of MMR in Glasgow. 
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4. Potential scale of the MMR market in Glasgow  

4.1 Introduction 

This section of the report aims to use the principles outlined in Chapter 3 to examine the 

potential market for MMR in Glasgow at the City-wide using a range of different data sources.  

The main purpose of the analysis is to estimate the potential market for MMR through analysing 

data on incomes, house prices, rents and household circumstances, based on the Wilcox 

definition of the narrow and broad intermediate market.  It is important to note that 

throughout this section and the following section, the analysis covers existing residents of 

Glasgow neighbourhoods.  The market for MMR in Glasgow may well extend beyond 

neighbourhood or City boundaries.  In that sense, the estimates here are conservative. 

4.2 Household and income data analysis 

The analysis of the CACI PayCheck 201114 data and the CACI up-dated demographics 2011 at the 

neighbourhood level consists of the following process. 

1. Assessing the overall market size of the Intermediate Housing Market, through identifying 

the % of households with incomes that are above the HB eligibility rate and so could afford 

MMR without Housing Benefit but below the rate where they could afford the lowest 

market prices. 

2. Excluding those who are already homeowners, as they have already managed to secure 

housing in the market. 

3. Assessing whether households are likely to be able to afford typically available mortgage 

products at 90% LTV for (a) lowest decile and (b) lowest quartile house prices. 

4. Assessing whether the mortgage payment is affordable at the 33% affordability ratio and 

whether the household has access to savings of at least £1,00015 (which a 90% LTV implies). 

5. Another indicator of being able to afford market prices is the ability to afford private rents.  

A further test is the ability to afford rents at 100% of the LHA rate, which ensures that rents 

are at the lower end of the market (since LHA rates are based on lowest 30% of rents).   

6. This analysis is then set against average social rents to show the rent differential between 

market rents, potential MMR rents and social rents. 

Clearly, if the broader definition of MMR is adopted, households eligible for Housing Benefit 

would not be excluded from the estimates.  However, the analysis above enables us to conclude 

the lowest levels of income required to ensure that MMR is affordable without Housing Benefit 

if that is the aim of the product. 

 

                                                             

14 !ƭǘƘƻǳƎƘ ǘƘŜ Řŀǘŀ ƛǎ ƭŀōŜƭƭŜŘ ŀǎ ΨнлммΩ ŀǎ ǘƘŜ Řŀǘŀ ŦƻǊ /!/L PayCheck and Updated Demographics come from 

various sources, the 2011 indicates the date of data issue rather than the date of data collection.   

15 Unfortunately, the SHS question on savings does not collect detail about the amounts saved, beyond it being more 

or less than £1,000. 
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4.3 City-wide estimates of Mid-market rent 

In this section, the estimated market for MMR is estimated using the following tests: (1) not 

being able to afford to buy at lowest decile and lowest quartile house prices; (2) not being able 

to afford average PRS rents or 100% LHA rates.  These two are calculated at the City-wide level 

using the Scottish Household Survey data alongside house price and Citylets rents data. (3)  an 

income threshold for Housing Benefit eligibility.  

 (1)  Not being able to afford lowest decile or quartile house prices.   

For the year 2010-2011 the lowest decile house price was £61,888 and the lowest quartile 

house price was £84,77016.  Table 5 shows the mortgage costs and implied net monthly incomes 

for that level of house price with an LTV rate of 90%.  SHS data suggest that an LTV of 75% is not 

at all feasible for the majority of Glasgow households due to low savings levels (see below). 

Table 5: Income scenarios ς based on different house price assumptions and mortgage costs 

Property prices 

Mortgage 

costs ς 4.5%* 

Net monthly 

income - 33% 

Mortgage 

costs ς 7% 

Net monthly 

income ς 33% 

Lowest Decile (£61,888) £310 £930 £394 £1,182 

Lowest Quartile ς (£84,770) £424 £1,272 £539 £1,617 

* Mortgage calculated on 4.5% overall interest rate, based on the average of top ten mortgage rates from 
moneysupermarket.com at 25th November 2011. Overall interest rate is the total cost of mortgage once interest rate 
and all charges are factored in. It is averaged over the period including fixed and subsequent rates. Mortgage 
assumed to be repayment (capital and interest), with average of the top ten for first time buyers with mortgages of 
90% LTV. A sensitivity on the base mortgage rate has also been run at 7%, anticipating that mortgage rates may 
increase over the next few years. 

Table 5 shows the net monthly incomes associated with the two interest rate calculations at the 

33% affordability thresholds at each house price level (lowest decile and lowest quartile).  So 

based on being able to afford the lowest decile house price of £61,888 a net income of £930 a 

month would be required at an interest rate of 4.5% to spend no more than 33% of the 

ƘƻǳǎŜƘƻƭŘΩǎ ƴŜǘ ƛƴŎƻƳŜ ƻƴ ƘƻǳǎƛƴƎΦ  !ǎǎǳƳƛƴƎ ŀ ƘƛƎƘŜǊ interest rate of 7% would need net 

household incomes of £1,182 at 33%.   

Affordability based on lowest quartile house prices would need a net household income of 

£1,272 at the 33% affordability level (where less than 33% of net income is spent on housing 

costs) and a 4.5% interest rate.  A higher interest rate (7%) would increase the net monthly 

income required to £1,617.   

Table 6 shows the extent to which households aged under 45 years might be expected to be 

able to afford market housing.  Table 6 is based on lowest decile and lowest quartile prices at 

4.5% and 7% interest rates.   

                                                             

16 Including new-build properties 
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Table 6: SHS income analysis - % of households where the Highest Income Householder is aged <45 

years 

Lowest decile house prices (£310 pcm) 

Net monthly income - 
33% (4.5% interest 
rate) 

Net monthly income 
- 33% (7% interest 
rate) 

(a) On Housing Benefit 18.7 18.7 

(b) Income above threshold and has savings 4.0 3.8 

(c) Already a homeowner 48.5 48.5 

(d) MMR ς Income above threshold but no 
savings 

19.0 (23,500) 15.9 (19,600) 

(e) MMR ς Income below threshold (regardless 
of savings) 

9.8 (12,150) 13.2 (16,250) 

Estimate of market for MMR*: No. households 
(sum d+e) 

35,650 35,850 

Lowest quartile house prices (£424 pcm)    

(a) On Housing Benefit 18.7 18.7 

(b) Income above threshold and has savings 3.7 2.9 

(c) Already a homeowner 48.5 48.5 

(d) MMR ς Income above threshold but no 
savings 

13.4 (16,550) 8.9 (11,000) 

(e) MMR ς Income below threshold (regardless 
of savings) 

15.7 (19,400) 21.1 (26,050) 

Estimate of market for MMR: No. households  
(sum d+e) 

35,950 37,050 

Total Glasgow household population (private 
households) 

282,200 (129,800 aged under 45) 

Source: Scottish Household Survey 2009-10 dataset  * Using the SHS Grossing weight to calculate the number of 
households, based on GRO 2010 household population estimates.   

 

What is evident in the different scenarios is the lack of savings among younger Glasgow 

households, which has a considerable impact on the affordability of owning.  25% of young 

Glasgow households have savings of more than £1,000, compared with 35% of younger 

households in Scotland overall17.   

The estimates of the market for mid-market rent range from 28.8% of those aged under 45 

years (35,650 households) assuming lowest decile house prices and a 4.5% interest rate, to 

30.0% (37,050 households) assuming lowest quartile house prices and a 7% interest rate.  Lack 

of access to savings affects a third of households in the lower quartile model and two-thirds in 

the lowest decile model. 

Of the overall estimate of 36,000 to 37,000 households in the market for MMR, the Scottish 

Household Survey data suggests that 43% of these (an estimated 15,400) are in the most 

deprived 15% of datazones.   

 

                                                             

17 Scottish Household Survey 2009-2010, younger households are those where the Highest Income 
Household is aged under 45 years. 
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(2) Not being able to afford private rents 

Table 7 shows the proportion of households that could not afford average rents for a 2-

bedroom property, based on mean private rents for Q2 2011 and the 2011 LHA rates on a 2-

bedroom property.  Again, the 33% affordability threshold is used and those currently on HB 

and owners are treated separately. 

Table 7: SHS income analysis - % of households aged under 45 not able to afford average private rents 

and LHA rents (excluding owners and those on HB) 

Mean rent for a 2-bed property 

Net monthly income - 

33% 

Estimate 

No. households 

PRS £614 pcm 23% 28,450 

LHA £495 pcm 19% 23,900 

PRS ς Citylets data Q3 2011 (mean 2-bedroom rent), LHA ς GCC April 2011 2-bedroom rate; Scottish Household 

Survey 2009-10 dataset 

Just under a quarter of younger households (an estimated 28,450 households) would be unable 

to afford average private rented sector rents, assuming an affordability ratio of 33%.  Almost 

20% of younger households (an estimated 23,900 households) would not be able to afford rents 

at the LHA rate of £495 a month, based on a 33% affordability ratio.  As above, analysis of the 

Scottish Household Survey data suggests that 44% of those unable to afford average private 

rents are in the most deprived 15% of datazones. 

It is important to note that Tables 6 and 7 include all households where the Highest Income 

Householder is under 45 years old.  We might expect larger households and those with children 

to have more complex affordability issues that are not captured by assessing household 

incomes and housing costs.  There will also be households who we determine unable to be able 

to afford to rent or buy who do.  Indeed, some current owners also have lower incomes not 

included in this analysis. 

Comparing Table 5 and Table 7, we can see that the significant impediment to access to 

ownership is not having savings, since the mortgage costs of a property in the lowest house 

price decile or quartile are considerably lower than average private rents.  In the lower price 

affordability model, the lack of savings contributes to around two-thirds of the estimate.  This 

ƳƛƎƘǘ ǎǳƎƎŜǎǘ ǘƘŀǘ ǘƘŜ ΨǘǊǳŜΩ ƳŀǊƪŜǘ ŦƻǊ aaw ƛǎ ŎƭƻǎŜǊ ǘƻ ǘƘƻǎŜ ǳƴŀōƭŜ ǘƻ ŀŦŦƻǊŘ ǇǊƛǾŀǘŜ ǊŜƴǘƛƴƎΣ 

with a sub-market of households who would be able to afford owning in future. 

Working backwards from potential rent levels, we can assess the household income required 

based on different likely MMR options.  The most common models are 80%, 84% or 100% LHA 

rates. The English model tends to use 80% of private rent levels. Table 8 shows the different 

income levels associated with different levels of LHA and at mean and 80% PRS.  The income 

levels required range from £17,350 at 80% LHA to £22,500 assuming 100% LHA, and compares 

to £28,800 for an average private rented 2 bedroom flat at a 33% affordability ratio.  
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Table 8: Income affordability scenarios ς based on different LHA assumptions 

% of 2-bed rent Rents 

Net monthly 

income - 33% 

Gross annual 

income - 33% 

Mean PRS £614pcm £1,842.00 £28,800.00 

80% of the mean PRS £491.20 £1,473.60 £22,300.00 

100% LHA £495.00 £1,484.99 £22,500.00 

84% LHA  £415.80 £1,247.39 £18,400.00 

80% LHA  £396.00 £1,187.99 £17,350.00 

 

Like the house price assessment above, it is useful to consider the role of Housing Benefit 

thresholds in setting MMR rents.  For instance, should rents be set so that only people who are 

not eligible for Housing Benefit ŀŦŦƻǊŘ aawΚ  /ŜǊǘŀƛƴƭȅΣ ƛƴ ²ƛƭŎƻȄΩǎ ǿƻǊƪΣ ŜƭƛƎƛōƛƭƛǘȅ ŦƻǊ IƻǳǎƛƴƎ 

Benefit is an indicator of the inability to afford MMR. The following third test therefore 

considers what the minimum income would be, assuming the narrow definition of MMR was to 

be used and those households eligible for Housing Benefit were not considered for MMR at the 

point of let of the property18. 

(3) Above the Housing Benefit eligibility threshold 

The rules around Housing Benefit entitlement are complex and so some households with higher 

incomes might be eligible for Housing Benefit depending on what incomes they receive.  

However, looking at SHS data suggests that 7% of households (79% of single people) in receipt 

of Housing Benefit have annual net incomes of less than £15,000 a year.  The mean net annual 

income of those with Housing Benefit is around £13,000 while the median is around £12,000.  

This suggests that the minimum net annual income for eligibility needs to be around £15,000 to 

target MMR at above Housing Benefit income levels. 

 

4.4 Chapter summary 

¶ There is a substantial market for mid-market rent (MMR) ranging from around 24,000 of 

households aged under 45 years currently unable to afford Local Housing Allowance level 

rents to 28,500 unable to afford average private rents. 

¶ The estimates based on not being able to afford to own are higher, at around 36,000-

37,000.  Excluding those without savings reduces this figure to between 12,200 to 19,400. 

¶ The overall estimate of the market is likely to be around 10% of the current Glasgow 

household population.   

¶ The lack of savings contributes significantly to access to mortgage finance.  The estimated 

ΨƳŀǊƪŜǘΩ ŦƻǊ ƳƻǊǘƎŀƎŜ-guarantee or savings-orientated solutions is 16,500 based on lowest 

quartile house prices or 23,500 households based on lowest decile prices (at 4.5% mortgage 

interest rate). 

                                                             

18 It is acknowledged that circumstances change and households may move in and out of Housing Benefit 
eligibility, but the definition adopted in these aaw ΨǘŜǎǘǎΩ ŀǎǎǳƳŜ that prospective tenants are not 
claiming HB at the point of let. 
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¶ Almost half of those in the market for MMR, based on current residents, are in the 15% 

most deprived datazones.  This clearly suggests a strong regeneration role for MMR. 

¶ The likely income threshold for MMR to be affordable is between £15,000 (above the 

Housing Benefit threshold) and £30,000, although this may vary for larger households and 

by local markets. 
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5. Area analysis 

5.1 Introduction 

The area analysis undertaken for this study is at a neighbourhood basis. There are ten planning 

areas in Glasgow, each with five or six neigbourhoods to make a total of 56 of roughly 10,000 

households. These areas are shown in the maps and tables included below. 

There are two methods by which area analysis has been undertaken: 

¶ The first considers a range of market indicators, which when taken together provide 

conclusions as to which neighbourhoods show the greatest potential market for MMR.   

¶ The second is to produce modelled estimates of the prevalence of MMR under four 

different scenarios, using a methodology produced by Ipsos MORI (see methodology 

below).  

Whilst this work has produced reliable estimates the neighbourhood level, the challenges 

associated with deriving estimates at sub-market level should not be underestimated; this has 

been discussed in a recent Scottish Government paper which highlights the complexity in 

assessing demand for intermediate rented housing.19 Inevitably at the neighbourhood level 

there are some limitations, and in particular that ŀ ΨƴŜƛƎƘōƻǳǊƘƻƻŘΩ size of 10,000 households 

will not necessarily capture considerable local area variations. These limitations relate to the 

use of averages over large areas, for the whole range of datasets including house prices, rental 

levels and household income. For example, some areas which intuitively should show higher or 

lower mean house prices than may be expected, may be skewed by pockets of particularly 

affluent or poor local areas within neighbourhoods and so may show a higher or lower potential 

for MMR than expected. This means further local market appraisal will be required at the point 

of development proposal. There will also be some smaller areas where market indicators do not 

suggest a market for MMR but where the objective is to diversify household incomes and 

tenure by attracting households currently living outwith the area; TRAs and other regeneration 

areas will be particularly relevant here.  

5.2 Market indicators 

The following sets out a range of market indicators and neighbourhood characteristics, which 

when taken together help identify locations with larger potential MMR markets. These 

indicators comprise: 

¶ House prices relative to incomes 

¶ Private renting costs, and ratios of PRS relative to social renting and the LHA 

¶ proportion of younger adults (aged under 45 years),  

¶ proportion of households in junior managerial and technical occupations (C1 and C2) 

¶ household type ς single/couples, families, older singles/pensioners 

¶ areas of mixed economic activity (% employed/economically active) 

                                                             

19 Report on Assessing the Scale of Demand for Intermediate Renting in Scotland, 2012 
See http://www.scotland.gov.uk/Topics/Built-Environment/Housing/supply-
demand/chma/marketcontextmaterials/IntermediateRentingReport 

http://www.scotland.gov.uk/Topics/Built-Environment/Housing/supply-demand/chma/marketcontextmaterials/IntermediateRentingReport
http://www.scotland.gov.uk/Topics/Built-Environment/Housing/supply-demand/chma/marketcontextmaterials/IntermediateRentingReport
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¶ minority ethnic communities  

¶ more mixed tenures ς (% of dominant tenure, % in PRS) 

¶ evidence of market pressure (high demand for social renting). 

Appendices A1 to A5 show the analysis of house prices, household incomes, private rents and 

the other characteristics of households and housing markets by neighbourhood.   

Area incomes and housing costs data 

One strong indicator of the potential for MMR is where house prices are high relative to 

incomes, and are therefore relatively unaffordable. Map 1 shows areas of higher house prices 

relative to incomes in the West End, City Centre and South Side and the lowest in parts of the 

East End.  The full list of incomes and house prices for different areas appears at Table A2 in 

Appendix 1.   

The analysis might suggest that in areas of low house price to income ratio owning should be 

affordable, but access to mortgage finance might be problematic at current mortgage loan-to-

value rates.  Scottish Household Survey data for 2009-10 suggests that 39% of all households in 

Glasgow have no savings, and a further 16% have less than £1,000 in savings.  In the under 45 

age group, 45% have no savings and 18% have less than £1,000 in savings.  In the under 35 year 

age group 48% have no savings and 18% have less than £1,000 in savings. 
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Private renting costs and the market for MMR 

Another indicator for the potential of MMR is where private rents are relatively high, and the 

differentials between social rents and LHA are high. Map 2 shows a comparison of the average 

(mean) rent for a 2-bedroom property in each neighbourhood for private rented properties 

based on Citylets data (Quarter 3, 2011).  Again, the West End, City Centre and South Side show 

higher mean rents.  The data presented in Map 2 is based on Citylets data, which covers an 

estimated 65-70% of the market. A trawl of other websites suggested an average of £577pcm 

ŎƻƳǇŀǊŜŘ ǘƻ /ƛǘȅƭŜǘΩǎ ϻсмпǇŎƳΦ  Full details of average private rents, Local Housing Allowance 

and average RSL rents are shown in Appendix A3. 

The West End, City Centre and South Side also have a greater differential between the Local 

Housing Allowance and private rents (Map 3) and between RSL rents and private rents (Map 4).  

Rent differentials are widest in the City Centre/Merchant City, Hyndland/Dowanhill/Partick East, 

Broomhill/Partick West, Hillhead/Woodlands and Kelvindale/Kelvinside.   

There are a number of areas where the differential between the LHA rate and the average 

private sector rent is very small or negative (i.e. LHA exceeds average PRS rent)(Map 3).  These 

may be areas where the market for MMR may appear smaller as private rents are low.  These 

include Easterhouse, Castlemilk, Toryglen, Springboig/Barlanark and Balornock/Barmulloch.  

However, these areas tend to have very low rates of private renting (with the exception of 

Govanhill), so there may be a market for more renting of any sort in these areas.   
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