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INTRODUCTION
· It is now widely recognised that home‑ownership in the UK has diversified, and that there is a sizeable minority of home‑owners with low incomes. However the full extent of low income home‑ownership is not always apparent from analyses ‑ and policies – because these are typically framed for the tenure as a whole.  

· The primary focus of this report is on the extent and characteristics of low income home‑owner households relative to low income households in other tenures. Similarly, the fiscal, housing and social welfare policies that impact on low income home‑owner are evaluated in the context of the policies that operate for low income households across all tenures. 

THE TENURE OF LOW INCOME HOME-OWNERS
· While a minority of home‑owners have low incomes, because owner‑occupation now provides for nearly seven out of ten households, those low income home‑owners make up around a half of all poor households.  For example:

· Home‑owners are 57% of all households within the lowest income decile (measured before housing costs) and 42% when measured after housing costs. 

· Home‑owners are 50% of all households not claiming Income Support, but with incomes below Income Support levels.

· 36% of all children in poverty live in home‑owner households. 

THE HOUSING CONDITIONS OF LOW INCOME HOUSEHOLDS
· Similarly, while a greater proportion of private ‑ and council ‑ rented dwellings are in poor condition, the greatest number of poor condition dwellings are in the far larger owner‑occupied sector. 

· For example, of households in the lowest income quintile (unequivalised, before housing costs) home‑owners in England (EHCS 1996) comprise:

· 46% of all households in dwellings with amenities in need of modernisation;

· 44% of all households in dwellings without central or programmable heating.

· The estimated cost of urgent repairs for home‑owner households in the lowest income quintile in 1996 was £2.8 billion. This represents a half of the estimated costs of undertaking the urgent repairs required for dwellings occupied by low income households in all tenures. 

ASSETS AND ASPIRATIONS
· Low income home‑owners occupy less expensive dwellings, and have less equity than better-off owners. Nonetheless, the average housing equity held by home‑owners within the lowest three income deciles in 1996 was about £50,000. 

· There are a range of equity release schemes available to enhance the incomes of elderly home‑owners, but relatively few elderly home‑owners have found them attractive. There is often a reluctance to take out a mortgage because it undermines the sense of security in old age derived from outright ownership

· Nearly four in every five adults aspire to be home‑owners in the medium term. Even among adults with incomes below £5,000 per annum almost half aspire to become home‑owners.

· However, even during a relatively benign period of economic growth and housing market stability (1995-1997) there was an annual net exodus of some 10,000 low income households from the home‑owner sector. The growth of low income households within the home‑owner sector cannot be attributed to the direct entry of low income households into the sector. Rather, it is the result of changes of circumstances, such as unemployment, ill health, relationship breakdown or retirement, that reduce the incomes of previously better off households. 

ECONOMIC AND SOCIAL TRENDS 
· There are a number of important economic and social dimensions to low income home‑ownership: 

· Only two thirds of all home buying household heads have 'permanent' full time jobs. A fifth have part time or temporary jobs, or are self employed, while just 2% are unemployed. One in eight are economically inactive. 

· A low inflation economy and subsequent lower house price inflation provides less security for home‑owners and bear particularly heavily on low income home‑owners.

· By 2021 there will be some 2.4 million home‑owner household heads aged over 75  ‑ a 70% increase over current levels. Unless pension and other welfare policies are significantly modified this demographic trend will see a proportionate increase in the numbers of low income outright owners with predictable difficulties in maintaining their homes. 

SUPPORT FOR HOME‑OWNERS
· The overall level of financial support for home‑owners fell sharply in April 2000 with the abolition of MITR. 

· Home‑owners continue to be exempt from Capital Gains tax but the estimated value of that exemption is lower than the yield from Stamp Duty. Moreover, housing equity makes up about a quarter of the total value of estates subject to inheritance tax. 

· Expenditure on private sector improvement grants has also fallen under both budgetary pressures, and the abolition of mandatory grants in 1996. Total grant expenditure in 1998 was just £326 million in 1998; little more than half the level achieved four years earlier.

· With a period of sustained economic growth, and the progressive impact of the 1995 benefit restrictions, the numbers of Income Support and Job Seekers Allowance claimants receiving help with their mortgage costs (ISMI) fell to 317,000 in 1999, from a peak of 555,000 in 1993.

· Altogether support to low income home‑owners through ISMI and improvement grants and low cost home‑ownership schemes amounts to some £1 billion. Support to low income tenants in the form of housing benefit amounts to £11.2 billion. In other words while low income home‑owners are half the poor, they get just 8% of the benefits.
OBJECTIVES AND OPTIONS
· If it is a policy objective to promote the growth of a 'stakeholder' society it would be logical to expect policies that took a favourable view on home‑owners housing equity. If, as indicated in the recent Housing Green Paper in England, the provision of choice to households of all incomes is a cornerstone of policy, then it would be similarly logical to expect policies either to be tenure neutral, if not to respond positively to the evidence of household aspirations in favour of home‑ownership.

· Modelling shows that the costs of supporting a low income household in home‑ownership is generally going to be lower than supporting an equivalent low income household in rented housing. 

· Rather than blanket tenure driven policies rooted in generalised attitudes to housing equity, consideration of housing and welfare policies need to engage in a more specific debate about the appropriate treatment of housing equity, in a context that recognises both the practical and attitudinal constraints on equity release. 

POLICY OPTIONS
· Given the emphasis in the Housing Green Paper on promoting choice there is a strong case for adopting a more even handed approach in supporting low income households with housing costs in all tenures; particularly in the wake of the abolition of MITR. In the long term there is a strong case for the introduction of a tenure neutral housing allowance scheme.

· In the short term, steps in that direction could be taken in a number of ways, including:

· a flat rate housing cost addition to the child and/or employment credits that will replace working families tax credit in 2003;

· a flat rate allowance for home‑owner maintenance costs to be added to the Income Support and Council Tax Benefit allowances;

· removing the ISMI time limits on help with mortgage costs (which confuse the role of social welfare and public or private insurance schemes);

· a mandatory grant scheme, with a restructured income and asset means test, including an option of shared appreciation grants, or a combination of grants and loans.

