Temporary accommodation crisis strains English councils and fuels rising homelessness
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Across England, the number of families being placed in temporary accommodation such as hotels, bed and breakfasts, and short-let flats has reached unprecedented levels, highlighting a growing crisis in housing provision. Originally designed as short-term solutions, these temporary lodgings have become long-term homes for many, straining council resources and fostering a burgeoning private sector market.
A report published by the Organisation for Economic Co-operation and Development (OECD) last year underscored the severity of the issue, revealing that England recorded the highest rate of homelessness among developed nations in 2023. The report stated that 124 out of every 10,000 households in England lacked permanent housing, with most homeless individuals residing in temporary accommodation rather than on the streets.
In the year following the OECD report, the situation has deteriorated further. The government’s annual snapshot showed a 20% increase in rough sleepers between 2023 and 2024, and the number of households housed temporarily rose by 19%. In response, councils have dramatically increased their spending on temporary accommodation. In 2023-24, English councils allocated over £2.1 billion to these temporary housing solutions, a record amount according to data analysed in The Guardian’s Through the Roof series.
Councils face significant financial pressure because they can only reclaim a portion of housing benefit spending from the Department for Work and Pensions (DWP)—specifically, up to 90% of local housing allowance rates, a cap established in 2011. With rents rising in real terms and demand escalating, councils are currently absorbing nearly £1 billion in costs themselves, representing six times the expenditure of a decade ago after adjusting for inflation.
One notable trend is the surge in costs associated with bed and breakfasts and "nightly paid" accommodation, the latter being more costly and not subject to legal limits on how long children can remain in such lodging. The scale of spending on these accommodations places significant strain on the already challenged local government finances — particularly in care and education sectors. In some areas, councils are dedicating as much as half of their core budget to housing people in temporary conditions.
For example, Crawley council allocates around 40% of its core budget towards temporary accommodation, signalling a critical risk to future financial stability. Hastings allocates more than half of its core budget to this cause, partly because it opts not to use more affordable bed and breakfast options, citing concerns over suitability for children.
The financial impact extends beyond public spending; a considerable amount of money flows into a network of landlords, hotel chains, and accommodation providers. Through combining freedom of information requests with council invoice data analysed by Oxygen Finance, The Guardian identified over 2,000 companies and individuals benefiting financially from the crisis. The list includes major hotel chains such as Travelodge and Premier Inn, charities like St Mungo’s and the YMCA, and a variety of other temporary accommodation providers.
This situation illustrates a complex interplay between rising homelessness rates, limited council budgets, regulatory constraints on benefit recovery, and the growth of a lucrative industry catering to the temporary accommodation market.
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