
Rural Housing Burdens
How effective have they been?

A Policy Summary



ACKNOWLEDGEMENTS
This summary paper was written by Douglas White and Di Alexander with support from Jennifer Wallace.  
It is based on a comprehensive review of the effectiveness of rural housing burdens, carried out by Di 
Alexander on behalf of the Trust.  The full research report of the review is published on the Carnegie UK 
Trust website.  The recommendations set out in this summary paper represent the views of the Trust, and 
these recommendations have been developed in partnership with Di Alexander. 

© Copyright of this report is held by the Carnegie UK Trust. 

    This report is printed on paper that is FSC certified.



Introduction 

Earlier this year, the Carnegie UK Trust commissioned Di Alexander − Chair of Lochaber Housing Association and Chair 
of the Rural and Island Housing Association Forum − to undertake a review of Rural Housing Burdens, examining how 
effective this mechanism, designed to improve the supply of housing in rural areas, has been since its introduction in 
2004.

The full research report is based on more than 50 interviews with people who have first-hand experience and different 
perspectives of RHBs; a questionnaire survey; literature review and field trips. This can be found on the Carnegie UK 
Trust website.  

This policy paper provides a summary of the research findings and sets out a series of recommendations designed 
to improve the effectiveness of the RHB mechanism in the future. The recommendations represent the views of the 
Carnegie UK Trust and have been developed in partnership with Di Alexander.
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What are Rural Housing Burdens, why were they introduced and how do they work?

What are Rural Housing Burdens?

Rural Housing Burdens (RHBs) were created by 
the Title Conditions (Scotland) Act 2003 and 
aim to make it easier for rural communities to 
provide affordable housing for local residents. 
They enable rural housing bodies to acquire 
land at a discounted rate and then pass on the 
discount for the benefit of the local community. 
This is achieved by the insertion of a clause into 
the Title Deeds of a property or plot of land, 
creating a pre-emption right in perpetuity to 
which affordable buy-back conditions may also 
be attached.

Why were they introduced?

The RHB mechanism was created in Scotland for 
three main reasons:

• To help meet homeownership aspirations in 
rural communities – where a combination 
of relatively low average incomes and 
high house prices can present significant 
difficulties for local residents wishing to 
purchase their own home in their preferred 
community.

• To help improve the sustainability of rural 
communities by strengthening the supply of 

suitable, affordable housing for young, local 
families who are likely to remain in the area in 
the medium to long-term.

• To help persuade rural landowners to 
make land available to affordable housing 
providers at well below market value, by 
reassuring communities and landowners that 
this discount will be protected so that it will 
provide long-term community benefit rather 
than accrue to the home owner as additional, 
personal profit when the property is sold. 

How do they work?

There are a number of different types of RHB, 
but each operates according to the following 
broad parameters:

• Organisations such as Registered Social 
Landlords (RSLs) and Community Land Trusts 
(CLTs) must apply to the Scottish Government 
to become officially designated as a ‘rural 
housing body’ entitled to use RHBs in their 
area of operations. The definition of ‘rural’ 
applying to RHBs is ‘settlements of fewer 
than 10,000 people’. 

• These rural housing bodies seek to obtain a 
plot of land or property from a landowner 

at a discounted rate in order to provide 
affordable, local housing.

• When the rural housing body then sells this 
property/plot to a homeowner, it can insert 
an RHB into the Title Deeds, thus giving the 
body the right to re-purchase the property 
whenever it is made available for sale in the 
future – a ‘pre-emption right in perpetuity’. 

• Equally importantly, conditions can be 
attached to the RHB which specify the 
buy-back terms and related conditions. 
This enables the discount provided by the 
landowner in the initial sale to be ‘locked in’ 
for community benefit. Purchasers formally 
agree to the RHB terms and conditions 
specified when they buy the property.

• When the property is made available for sale, 
the rural housing body has 42 days to decide 
whether it wants to re-purchase it or not.

• Crucially, even if the rural housing body 
chooses not to buy back the property at this 
point, it retains its pre-emption right and 
conditions – and these can be exercised by 
the body, if it chooses to do so, in all future 
sales.
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• When a rural housing body does decide to 
take up its right to re-purchase a property/
plot, it can then sell this property on at the 
same discounted rate. Even if it does not 
choose to exercise its pre-emption right, the 
RHB buy-back conditions will remain in the 
Title and therefore continue to exercise a 
strong influence over the price level at which 
the property is subsequently bought and sold.

Thus, the overarching aim of the RHB 
mechanism is to ensure that affordable rural 
properties − the development of which has 
been made possible by the acquisition of land 
at a discounted rate − remain within the local, 
affordable housing market rather than being 
‘lost’ to the open housing market.
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Where and to what extent are Rural Housing Burdens being used at present?
To date, 34 organisations have been designated 
by the Scottish Government as ‘rural housing 
bodies’ entitled to use RHBs. Of these, 19 were 
prescribed as rural housing bodies in 2004, the 
year the legislation came into force. Since then, 
there has been a steady decline in the number 
of organisations applying for designation, and 
no new rural housing bodies have been created 
since 2008.

Of those organisations which have been 
designated as rural housing bodies, around half 
are well-established rural housing associations 
and their subsidiaries.  Another third are 
independent Community Land Trusts, and two 
are charitable rural housing trusts.  Only two 
local authorities (Eilean Siar and the Orkney 
Islands) have been designated as rural housing 
bodies able to use RHBs. However, Highland 
Council and Dumfries and Galloway Council 
have been instrumental in establishing regional 
housing trusts as partnership organisations to 
deliver affordable housing in rural areas, and 
then supporting these bodies to use RHBs.   

To date, 28 of the 34 prescribed organisations 
are located in the Highlands and Islands.

Although 34 organisations have rural housing 
body status, only six of these have actually 

issued any RHBs to date. These six organisations 
− Albyn Housing Society; Fyne Homes Housing 
Association; Isle of Gigha Heritage Trust; North 
Harris Trust; The Highlands Small Communities 
Housing Trust; and Dumfries and Galloway 
Small Communities Housing Trust − have so far 
issued 129 RHBs between them.

However, 72 of these RHBs were created by Fyne 
Homes Housing Association and Albyn Housing 
Society to reinforce the ‘golden share’ restriction 
of 10% to 20%, which the Scottish Government 
sometimes attaches as a loan condition to its 
shared equity schemes to ensure that a property 
remains within the affordable local housing 
market.  The Scottish Government has since said 
that the addition of these RHBs is superfluous to 
their requirements, so there are, in effect, only 
57 RHBs currently ‘active’ in Scotland, more than 
40 of which have been issued by The Highlands 
Small Communities Housing Trust.

This analysis highlights two key policy issues:

• Firstly, if RHBs are considered useful and 
effective mechanisms, then what needs 
to be done to encourage rural housing 
organisations across Scotland to seek 
designation as rural housing bodies?

• Secondly, how can these prescribed bodies 
then be encouraged and supported to use 
RHBs more frequently in the future?
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Before seeking to encourage greater use of 
the RHB mechanism, we need to be clear 
that it is actually delivering the benefits that 
were envisaged when it was introduced.  The 
findings from our research suggest that where 
the mechanism is being used it is having some 
positive impacts, despite dramatic changes 
within the housing market since it was first 
established.

The benefits which RHBs appear to have 
delivered to date are outlined below:

• Most families who have purchased a property 
with an RHB are clear that this was the only 
way in which they could have afforded to buy 
their own home.

• The RHB mechanism has enabled properties 
to be developed in attractive locations, 
which would not have been made available 
for housing development − or may not have 
received planning permission − without 
the protection that the RHB offers in terms 
of retaining the property within the local 
community.

• There is evidence that RHBs have helped to 
persuade both public and private landowners 
to release sites for affordable housing at a 

discounted rate – as they have helped to 
reassure landowners that the land and the 
purchase price discount which they have 
provided for affordable housing development 
will be used for this purpose in the long-term, 
rather than being ‘lost’ to the open housing 
market.  Forestry Commission Scotland, for 
example, has been particularly supportive of 
the RHB approach.

• The use of RHBs has helped to grow 
the population of small, fragile, rural 
communities, such as Glenachulish in the 
West Highlands, improving their sustainability 
in the medium-term.

• The work involved in building new properties 
which have been built on plots with an RHB 
attached has regularly been contracted to 
local firms, and has benefited local rural 
economies.

SECTION HEADING

What benefits have Rural Housing Burdens delivered to date?
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In addition to the need for greater promotion 
and awareness of the opportunities offered 
by RHBs amongst current and potential rural 
housing bodies, there are a number of other 
issues which need to be considered if those 
benefits are to be enjoyed more widely than 
they have been to date.  These include issues 
around:

A.  The size of the equity share and the buy-back 
capacity of rural housing bodies

B.  Reconciling the needs and interests of 
homeowners and communities

C. Lending difficulties for RHB properties

A. Equity share and buy-back issues

The size of the ‘equity share’ is of critical 
importance to the effectiveness of the RHB 
mechanism. The evidence from our research 
shows that if a rural housing body is not able to 
make a significant enough contribution to the 
equity share of a property, then the impact of 
the RHB in protecting the affordability of the 
property is greatly weakened.  

This problem can manifest itself in different 
ways depending on the situation in the housing 
market.

A buoyant housing market, with prices rising 
significantly above the rate of inflation – as 
per much of the last decade – leads to the 
overall market value of a property increasing 
significantly. However, as the overall value 
increases exponentially, the effective value 
of the RHB-protected ‘discount’ decreases 
reciprocally.  This puts ever-increasing financial 
pressure on the capacity of the rural housing 
body to buy back the property on behalf of the 
community – so undermining the fundamental 
‘affordability control and protection’ principle of 
the RHB mechanism.  Furthermore, even if the 

rural housing body can raise the capital required 
to re-purchase the property, it may then not be 
able to find a local family who can now afford to 
buy it from them, due to the significant increase 
in the property’s value.  As a result, the RHB will 
have become ineffective - but as it stays in the 
Title to the property, it may become effective 
on a subsequent sale occasion if market 
conditions and/or the circumstances of potential 
purchasers have improved.

Clearly, house prices in Scotland are not rising 
significantly at present. Nevertheless, it is equally 
important in a tightened mortgage market 
that rural housing bodies are able to muster a 
significant enough equity share in a property 
if the RHB mechanism is to be able to fulfil its 
intended purpose effectively.

The added need for this is simple − lenders 
now require mortgage deposits constituting a 
far higher percentage of the overall property 
purchase price than previously. Reducing this 
purchase price by increasing the equity share 
provided by the rural housing body would 
therefore reduce the amount of money that 
local families would need to find for a deposit – 
thus making it easier for them to purchase the 

What issues need to be addressed to enable Rural Housing Burdens to have a 
greater impact in the future?



6 RURAL HOUSING BURDENS - A POLICY SUMMARY (WEB VERSION)

property.  The equity share provided by the rural 
housing body is, of course, protected by the RHB 
and could be used to help other local residents in 
the future.

The evidence from our research suggests, 
however, that many current rural housing bodies 
in Scotland are not able to take sizeable enough 
equity shares, on a consistent basis, in potential 
RHB properties to prevent either of the two 
problems outlined above from occurring.

The key policy question arising, therefore, is how 
can rural housing bodies best be supported to 
provide the size of equity shares that appear to 
be required?

There are various options that might be explored:

• Rural housing bodies, local authorities and 
the Scottish Government could seek to 
work with landowners to try to persuade 
and incentivise them to sell plots of land 
to rural housing bodies at an even greater 
discounted value than they have previously.  
This would increase the size of the equity 
share that rural housing bodies would be able 
to retain in any new properties.  However, it 
may be understandably difficult to persuade 
landowners to engage in such a strategy 
unless additional incentives were available, 
while demonstrating the effectiveness of 
RHBs in protecting the discount provided by 

the landowner for community benefit would 
also be of critical importance.  Granting 
landowners planning consents for a small 
proportion of open market housing on 
‘exceptions’ sites is one approach currently 
under active consideration by some local 
authorities in both England and Scotland.

• Rural housing bodies could be provided with 
access to a Scottish Government or local 
authority grant or loan scheme to enable 
them to increase the size of their equity 
share in a property or plot which might have 
a new RHB attached to it.  The issue of the 
relationship between the RHB mechanism 
and the ‘golden share’ approach the Scottish 
Government presently employs in some of 
its shared equity schemes might also be 
considered in this context.

• The same − or a separate − grant/loan 
fund might also be created to help rural 
housing bodies to buy back RHB properties 
on behalf of the community as and when 
required.  There is already a precedent for 
this in that Dumfries and Galloway Small 
Communities Housing Trust (DGSCHT) has 
access to a £250,000 buy-back fund provided 
by the local authority. Opportunities for the 
development of similar local funds in other 
areas, or a national, Scotland-wide fund, 
could be explored.

• DGSCHT and Dumfries and Galloway Council 
have developed another approach which 
could provide a helpful model for other rural 
areas. In this, the Council uses a Section 75 
Planning Obligation which not only requires 
private housing developers to set aside a 
certain proportion of new developments 
for affordable housing, but also specifies 
that the houses concerned (typically 25% 
of a development) must be sold with a Rural 
Housing Burden attached in favour of the 
Council’s preferred rural housing body – 
DGSCHT.  However, the scope for a wider 
roll-out of this ‘Planning Obligation’ model, 
and of increasing the equity share held by 
the rural housing body in the affordable 
properties developed this way, is clearly 
dependent upon the extent to which private 
housing developers are prepared to invest in 
developments with such conditions attached.  
The higher the equity share to be retained by 
the rural housing body, the less willing housing 
developers may be to engage.  These concerns 
are particularly pertinent in the current 
economic climate, where housing developers 
are already facing significant pressures and 
challenges.  Nevertheless, the Dumfries 
and Galloway model suggests that there is 
merit in local authorities and rural housing 
bodies exploring the possibilities further with 
developers in their area − with the Scottish 
Government potentially playing a role in 
facilitating discussion at a Scotland-wide level.
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B. Reconciling the needs and interests of 
homeowners and communities

RHBs are designed to enable rural housing 
bodies to provide affordable homes for the local 
community in perpetuity. As explained above, 
the RHB achieves this by ‘locking in’ the discount 
provided by a landowner who has sold the land 
upon which the home was built. 

The RHB ensures that this discount continues to 
serve the community as a whole in the long-term, 
rather than helping to generate a significant 
profit for the initial homeowner when they decide 
to move. This arrangement is clearly of benefit to 
the local community as a whole. However, some 
concerns were expressed in our research that the 
mechanism is not always entirely beneficial for 
the homeowners who purchase a property or plot 
of land with an RHB attached.

These homeowners clearly receive a substantial 
discount when purchasing an RHB property – 
and as outlined above, a number of families 
have said that without this mechanism they 
could not have afforded to buy their own home.  
However, a minority of our research participants 
also suggested that the arrangement may 
present problems for homeowners in the future, 
for the reasons below:

• Because homeowners won’t receive all 
of the equity that comes from selling a 

property with an RHB attached, they may 
find it difficult to raise enough capital to 
move to another home on the open housing 
market.  This is a particular concern in the 
current deflated housing market, where it 
is unlikely that a substantial profit will be 
generated from the sale of the RHB property 
– therefore limiting the funds available 
for any subsequent purchase – and with 
the tightened mortgage market requiring 
prospective homeowners to have far larger 
deposits than previously.

• It may be difficult to sell a property with an 
RHB attached, as the existence of a restrictive 
burden may discourage potential purchasers, 
even although they would be getting the 
property at an affordable rate due to the 
locked-in discount.  

The greater the equity share that the rural 
housing body retains in the property, the greater 
the significance of each of these issues.

A number of ideas have been mooted about 
how to try to reconcile the competing interests 
of communities and of individual homeowners. 
One is for RHB homeowners to be given the right 
to ‘buy out’ the equity share of the rural housing 
body after a certain number of years. Another is 
for this equity share to be gradually reduced or 
‘forgiven’ the longer the homeowner remains in 
the property.

A possible compromise might be for RHB 
homeowners to have the right to request a 
review by the rural housing body of the need to 
retain RHB restrictions after a certain number 
of years, thus giving the original landowner 
and the local community the opportunity to lift 
these restrictions if they agreed that these were 
no longer required.

Any such approach would clearly need to 
be agreeable to landowners, as the RHB 
mechanism is designed to encourage them to 
provide land below the market rate, with the 
guarantee that it will be used for community 
benefit in perpetuity. The circumstances may 
also vary significantly in individual communities 
– depending on whether sufficient, alternative 
affordable housing provision has been 
developed during the relevant period to make 
any relaxation of the RHB more tenable.

Though there may well be a legitimate role for 
communities and local public organisations in 
helping to determine when and how this might 
be applied, it should be remembered that rural 
housing bodies already have sole discretion 
as to when and whether they wish to exercise 
their RHB rights and conditions or, indeed, 
renegotiate and remove them from the Title.
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C. Lending difficulties for RHB properties

Perhaps the most significant and unanticipated 
challenge facing any wider deployment of 
the RHB mechanism at present, is the current 
tightened mortgage market and the difficulties 
that potential homeowners are facing in 
obtaining a mortgage for a property with an 
RHB attached.  Many lenders are no longer 
prepared to offer mortgages for RHB properties. 
 
It appears that lenders are concerned that the 
RHB adds another level of complexity and risk 
to the ‘normal’ mortgage arrangement, and 
therefore makes it more difficult for the bank to 
get its money back in the event of a loan default.  
Our research suggests that the more mainstream 
and well-tested shared equity models become, 
the less anxious lenders are likely to be. The long-
established and successful co-ownership housing 
model in Northern Ireland is an example of this.  
However, Scottish lenders’ approach to RHB 
mortgages is very wary at present.

Although some lenders will provide mortgages 
for RHB properties, the mortgages available for 
self-build and new build properties − which the 
majority of RHB properties are − now require far 
larger deposits than prior to 2008.  In addition, 
lenders will not make any mortgage offer 
available on a self-build property until it has 
been certified as being ‘wind and watertight’.  
In practice, this means that those building their 

own home − as many who purchase a plot 
with an RHB attached do − would need to raise 
around £50,000 to get the property to this 
stage before they could secure a mortgage.  For 
many families, this is simply not possible.

In addition to these issues, it is worth noting 
the RHB is quite a complex mechanism, and 
it may be useful to identify any opportunities 

to simplify it for the benefit of all involved. 
For example, solicitors who participated in 
our research suggested that including certain 
Standard Security obligations in the Title 
Deeds of RHB properties would simplify the 
conveyancing process and reduce costs for 
purchasers.  Simplifying the process may also 
help to persuade lenders that the RHB approach 
is a safe one.
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Conclusion and Recommendations
Since being introduced in Scotland in 2004, 
Rural Housing Burdens have had some impact 
in delivering more affordable homeownership 
properties for rural communities.  However, to 
date, they are not living up to their potential.

In areas where RHBs have been deployed, 
they are viewed as having successfully 
enabled a number of local families to buy 
their own home, they have helped improve the 
medium-term sustainability of some fragile 
communities and have persuaded landowners 
to make land available at a discounted rate for 
the development of affordable housing.

However, the take-up and use of RHBs has, to 
date, been limited to a relatively-small number 
of organisations and no new organisations 
have achieved rural housing body status, with 
the right to use RHBs, since 2008.

There are also a number of other issues which 
need to be examined and addressed if RHBs 
are to be deployed more frequently and 
effectively in the future. Many of these issues 
are related to the dramatic changes in the 
housing market that have taken place since 
RHBs were introduced, while others are more 
fundamental.  

We set out below our recommendations for 
action:

1. That the Scottish Government and partners 
develop a clear and simple new advice 
and guidance note, explaining how RHBs 
work and how they might most usefully 
be deployed to help increase the release 
of affordable land for affordable housing 
provision. 

2. That this guidance should be issued to all 
RSLs, CLTs and local authorities. It should also 
be brought to the attention of landowners, 
solicitors and other potentially-interested 
parties who may not yet be familiar with 
RHBs and rural housing bodies. 

3. That RSLs, CLTs and local authorities which 
have either not sought rural housing body 
status, or which have achieved this status but 
not yet issued any RHBs, reconsider how they 
might use this mechanism to help achieve 
their affordable housing goals in the future.

4. That local authorities consider how they 
might include the use of RHBs as planning 
obligations to support their strategic 
affordable housing and community 
development objectives.

5. That the Scottish Government and rural 
housing bodies give further consideration 
as to whether in certain circumstances 
homeowners should be given ‘a right to 
review’ of the RHB restrictions applying to 
their property and, where supported by the 
original landowner and the local community 
concerned,  have these restrictions lifted by 
the relevant rural housing body. 

6. That the Scottish Government consider how 
rural landowners might be incentivised to 
make more land available at significantly-
discounted rates for affordable housing 
protected by RHBs.

7. That the Scottish Government consider 
whether the ‘golden share’ conditions which 
they apply to some of their own shared 
equity scheme transactions might be 
delivered through RHBs, and also whether 
better, long-term policy benefits could be 
achieved if a more significant (e.g. not less 
than 35%) share of the equity could be 
retained in the property by RHBs – perhaps 
by combining the ‘golden share’ support with 
the discount provided by the landowner.

8. That the Scottish Government and local 
authorities consider what possibilities might 
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exist for providing revolving loan funds to 
rural housing bodies to enable them to 
purchase or buy back RHB properties, with 
the buy-back loan being repaid as soon as 
the property has been sold on.

9. That the Scottish Government invite 
lenders to discuss their present approach to 
providing mortgages for all forms of shared 
equity, including RHBs and what additional 
measures might be required to make 
borrowing terms more conducive for potential 
shared equity purchasers.

Next Steps

The Carnegie UK Trust will hold a seminar to 
discuss the findings of this review with key 
stakeholders.

The Trust has asked Di Alexander to take on 
the role of Carnegie Associate during 2012 to 
improve the understanding of rural housing 
burdens and increase their uptake. 
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