The Future of Student
Accommodation 2020
How PropTech is being used to drive scale.
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Innovation in the Real Estate Sector
An industry with high barriers to entry.
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The Real Estate Sector —
comparatively less innovation
In the UK, the level of investment in research and development
is below 0.01% (R&D expenditure as a percentage of total
industry output).
In comparison, the service sector invests ten times more, or
close to 0.1% of total industry output.
Source: OECD & ING Economics Department

Potential Reasons — high barriers to entry
Entrepreneurship drives change
It’s far more challenging for new businesses to enter the real
estate sector than the service sector, mainly due to the capitalintensive nature of real estate. As a result, it is the incumbent
tycoons who control, and often stiﬂe, change.
Lack of Incentives
Location is far more important to perspective tenants than
building quality, which means there is less of an incentive for
incumbents to create innovative solutions.
Source: OECD & ING Economics Department

/page 3

Location signiﬁcantly
impacts innovation in
this sector.

Estate Agents — a sub-sector with lower barriers to entry
High barriers to entry are not present in all real estate sub-sectors, such as estate agents, where there has been
more innovation.
However, the impact of low R&D spend is present in this sub-sector too, most notably in labour productivity.
In Europe, overall labour productivity increased by almost 20%, whereas in the real estate sector it increased by
less than 5% over the same period.

Labour Productivity
Increase

20% overall
5% real estate
Productivity
Source: OECD & ING Economics Department

Labour productivity is measured by the productivity of the
workforce in one sector compared to another.
In real estate, productivity may be measured by the number of
rents processed or sales being supported.

Today, tenancy management is a
complex process with two key issues:

Even today, the sale or renting of a property can be complex,
mainly due to the many parties involved.

1. Disconnected stakeholders
Disorganised communication between users
causes ineﬃciencies and weighs on returns.

2. Disconnected tools
Simple tools like e-mail are used to process transactions, making
record keeping challenging and generally unsecure.
However, we are seeing innovation accelerate these processes
while making them simpler and safer.
— Digitising forms, contracts and signatures
— Lower transaction costs through more eﬃcient administrative
processes; new technology can speed-up the entire
administrative process for sales and rentals.
Source: OECD & ING Economics Department
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Using multiple disconnected tools to deal with
the various stages of the tenancy journey
creates ineﬃciencies.

To Sum Up…

Source: OECD & ING Economics Department
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The real estate sector is an industry with
low levels of innovation, which is partly
due to high barriers to entry.

Tenants consider location to be more
important than building quality, so there
is less incentive for investors to
innovate.

Not every sub-sector faces the same
barriers to innovation. Estate agents have
much lower barriers to entry.

There has been innovation and visible
improvements in the real estate
sector.

As many parties are involved in the sale
or rent of a property, labour productivity
improvement has been low.

Thanks to new innovation, the entire
operational process for sales,
purchasing and rentals is now more
eﬃcient.

Student Accommodation
Overview
Increasing consolidation, growing international student
population,
returns
One sentencegood
with the
most and high (but mitigable) risks.
interesting information or
highlight?

Student Accommodation Rundown
The UK remains one of the most popular countries in the world to attend university, laying the
foundations for a thriving student accommodation market, there were 31,348 new beds built in
2018/19 a year-on-year increase of 2.26%.
The long-term increase in demand for student accommodation has been considerable; since 1999 the
UK student rental market has seen a 61% increase in demand, from 670,000 students to 1.1 million in
2019. (Cushman & Wakeﬁeld).

There are more
international students.
Almost 1 in 4 (23%) students
in the UK are of non-UK
origin; the international
student population is
expected to keep growing in
2020.

Around 7 in 10 private
student beds are in HMOs.
However, PBSH is expected
to surpass university beds
in 2020 for the ﬁrst time.
Source: Cushman & Wakeﬁeld
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The gap in recruitment
success between the top and
bottom 50 ranked
institutions is increasing,
highlighting the inevitable
importance of university
rankings.

The top 10 largest student
accommodation operators
controlled 31% of all PBSH
(Purpose Built Student
Housing) stock in the UK in
2019, highlighting the trend
of consolidation in recent
years.

The success of new and
existing lets (private and
PBSH) is highly dependent
on location and quality of
amenities.

Universities themselves play
a key role in driving
occupancy in mature
markets.

Students as Tenants
Student tenants are often seen as high risk; students generally lack credit history and have unreliable income.
However, this is more than compensated by high demand and above average returns compared to standard
residential lets.

Beneﬁts of Student Tenants

Risks of Student Tenants

Student demand for housing has generally been unaﬀected
by economic slowdowns.

Students are often seen as a greater risk mainly due to their
ﬁnancial uncertainty.

The student market is also predictable, planning tenancies is
made simple by reliable demand patterns; contracts last 9
to 12 months, starting around September.

Students can be unreliable with payments, as they rely on
loans or grants. It’s common for students to run out of
money during their tenancy, turning to other sources of
ﬁnance (often parents). This risk is however mitigated
considerably by the requirement of guarantors for student
accommodation contracts.

Student lets oﬀer high returns as students tend to live
together in one property, maximising return per property.
HMO accommodation agreements typically have joint
liability with individual guarantors, which means that if there
is a group of students living together, and one leaves, then
the other students and their guarantors are liable for the full
payment of the rent, mitigating much of the risk.
One important factor to consider is location. You can
generally charge more for properties that are close to
university facilities. Students decisions are heavily
inﬂuenced by the distance of the property from the
university campus or facilities.

Students almost always require the property to be
furnished.
Students can have high expectations. 82.1% say fast internet
is important when selecting a property. 71.9% prefer bills to
be included (1 in 10 students have had to pay someone
else’s bill in the past (Rightmove)).
Student accommodation managers typically cannot check
reports about the students, as there are no previous
landlord or income references. However, credit checks can
be run on the guarantors.
Seasonal demand means that properties are left empty in
the summer months between terms. Tenancies typically
commence in September at the start of the academic year
and last 9 months. If you miss the window of opportunity to
sign a student tenant, you can be left with an empty unit for
a whole year.
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Issues & Challenges Faced by Student
Tenancy Managers
Occupancy, administration, time & eﬃciency, student mindsets, rapid turnaround
periods,
repairs
maintenance.
One sentence
with&the
most
interesting information or
highlight?

The Tenancy Management Value Chain

The following section highlights and explores the potential challenges faced throughout the student tenancy management
process. To provide the most accurate overview, the value chain can be followed in order to highlight any challenges that may
arise during the tenancy journey.

Tenant Search & Move-In

Management & Move-Out

Communication & Reporting

Listing/
Viewing
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Reference/
Insurance

Deposit

Inventory

Contract

Finance/
Rent

Maintenance

Move-Out

1. Occupancy
Across the sector, from universities and PBSH providers to letting agents,
the very ﬁrst issue along the value chain is ﬁnding tenants.

University halls: tend to be fully booked as they guarantee accommodation for most ﬁrst year students.
They do however have an average void rate of 3%. This is in part due to the universities keeping a small portion of their rooms
empty in case they are needed for emergencies.
A major concern for university halls however is the level of students who drop out during the course of the year, leaving rooms
unoccupied.
For PBSH providers, direct competition and alternative
accommodation impact their occupancy levels. The key
competitive advantage that their competitors have is a
lower price point.
On average, PBSH is more expensive, however the latest
ﬁndings show that private sector en-suite rooms are less
expensive than those available through universities on a
weekly basis (£141 v. £132).
However this is not the case on an annual basis, thanks to
longer term lets (Wakeﬁeld & Cushman).

For letting agents and private landlords, the biggest
change in competition is the increase in PBSH being built.
Universities and the private sector have favoured PBSH,
while other suppliers have moved the other way.

PBSH v. HMO
As a result, there has been a general increase in residential
landlords with empty properties.

How are they solving it today?
It can be a challenge for universities to ﬁll rooms throughout the year; it is common for universities to rent rooms as short lets
over the summer when students are generally away, as most contracts only run until the end of the semester.
PBSH providers must spend more on advertising (mostly online), to cater for a new generation audience.
Letting agents and private landlords have had to improve quality of accommodation to compete with PBSH.

Much of the above is impacted by the changing
generations of tenants — discussed later in this chapter.
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Purpose Built Student Housing vs Houses in Multiple Occupation
Purpose Built Student Housing (PBSH) provide high standard
single bed spaces. In many cases, they are equipped with high
quality facilities including gyms, communal areas, and in some
cases, cinemas. They also provide 24/7 assistance, reception
and on-demand services. The majority of PBSH is situated in
prime locations and they hold a great sense of community
which students greatly value.
Many established PBSH providers operate on a global scale.
Today, students want much smaller houses (3 to 4 bedrooms)
or studios, and expect much better value for money, which
could be a competitive edge for PBSH providers.

Things used to be diﬀerent 5 to 10 years
ago, when students wanted to live in 9
bedroom houses and cared less about the
quality of their living space.
— Arthur Research

How HMOs tackle the advantage of PBSH
PBSH tends to be occupied by international students who are willing to pay higher prices for ease and convenience.
Secondly, as we mentioned earlier, landlords have had to invest in improving the quality of their properties to compete with
PBSH and higher standards.
Thirdly, some of the landlords and agents we spoke to, look for solutions to provide additional services through partnerships
with local services. Using the city and the local area to their advantage, expanding their oﬀering beyond the property.
For example, Chester Student Lets (one of our contributors) provides students with premium packages which include discounts
at local gyms, bars, cafes, restaurants, etc.
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2. Admin — Time & Eﬃciency
Access to Information

Papers & Spreadsheets

Access to information is an issue that aﬀects both
tenancy managers and students alike.

Many of the managers we interviewed still run their
businesses with paper-based solutions and spreadsheets.

This is particularly the case when students move to private
rental properties in their 2nd and 3rd years as they are
required to provide previous contracts, references and
guarantor information.

As a result, tenancy managers have poor visibility and limited
control — tracking tenants and landlords is simple but vital
information can easily get lost.

This can be a particularly time consuming process as it
requires back and forth between previous tenancy
managers, which cam be time-consuming.

Paper based solutions are particularly susceptible to human
error.

The solution? — A PMS system (property management software)
A property management software allows letting agents to be more eﬃcient and organised. This in turn has a positive impact
on their productivity, freeing up lost time from administrative tasks.
Through automation with property management software, tenancy managers can improve their processes by being more
eﬃcient and organised. Through automation of workﬂows, they can gain more control — spend less time looking for
information and focus on providing a better service.
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3. Search & Selection — a disorganised process
When it comes to ﬁnding tenants, the challenge is to get precise information
from students on what exactly they are looking for in their future homes.
Many students are new to the rental process and are therefore likely to
only provide limited information regarding their requirements
(number of bedrooms, bills incl./excl., etc).

For most students this is the ﬁrst time that they’ve looked for a
property independently. International students are also contending
with new environments.
A recurring issue that tenancy managers face is that due to students being more disorganised, they will often have to arrange
multiple viewings of the property with the same group of tenants. In addition, the students’ decision making process generally
takes longer which can result in lost time for the manager.

The solution? — Streamlining and automating the on-boarding process
A proven solution to manage the on-boarding process more eﬃciently can be found in technology. Enabling students to apply
online with bespoke forms and managing bookings via an online scheduling system (as well as the option of incorporating 3D
tours, videos and much more), allows tenancy managers to re assign their time towards creating a better experience for their
tenants.
“What I expect from my property management software is that it helps my staﬀ cut down on repetitive tasks, so they can
focus on making the experience of living with us better. At the end of the day, our clients spend a lot of money with us and
they are expecting a certain level of service.” (Stewart Moore, CEO at CRM Students).
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4. Quick Turnaround & Organising Tenants
Students follow a pattern in their tenancies. They all have the same
term start and end date, leading to quick turnarounds.
The process around the end of a tenancy can be hectic.
From a tenancy management perspective, it is essential to manage turnarounds as quickly and eﬀectively as possible (cleaning,
inspections, meter readings, etc.) Almost all tenants tend to move out within the same week or month as new tenants move in.
This process often causes the biggest headaches.

Key collection
Keeping track of keys and ensuring all keys are returned at the end of the tenancy can be a
major issue. Small agencies with small teams have to be smart about how they manage
this process.

The solution? — Better organisation & tags
Organisation
A simple and cost-free solution is to ask every house to nominate one tenant to collect all keys for all the tenants in the relevant
property. Some of the tenancy managers we interviewed have successfully implemented this solution.
Tags
Technological solutions including using tags has been found to be a more eﬃcient method. With tags, a tenancy manager can
digitally sign in and out keys and therefore have a clearer view of which keys, if any, are missing.
Sometimes keys are returned in waves by more than one individual which causes chaos. It is however essential that new
tenants are given their new keys in a timely manner at the start of their tenancy.
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5. Repairs & Maintenance
Students are generally unorganised and often require guidance.
They also expect things to be on-demand and ﬁxed immediately.
“Managing work-orders for hundreds of students became increasingly challenging as we
expanded. This meant that we needed to have staﬀ members spending a lot of time on
calls and answering emails from students who were reporting hundreds of issues daily.
Our former system consisted of time-consuming procedures where issues had to be
logged on disconnected systems manually. Handling all communications via email meant
that messages were often lost and subsequently very diﬃcult to retrieve.”
(Dannielle Read, Administrator at Kexgill)
An issue that kept repeating in our conversations was when a tenant’s electricity goes oﬀ,
or their shower drain is blocked. Tenancy managers would expect the tenants to solve
these issues themselves, however students tend to phone up and expect a handyman to
solve it for them.

Most repairing and
maintenance issues
tend to be easily
solvable, but the
process ends up
being very time
consuming and
costly.

The solution? — Online communication, Self-reporting and Automation
It is essential that tenants have the ability to report issues with their phones. By automating this process, issues are
automatically passed on to contractors and work progress can be tracked.
Property management can be a decentralised process, partly due to disconnected systems. A PMS allows the entire property
management process to be centralised, streamlining the process and boosting operational productivity.
Tenants are able to easily report issues directly via the app. Letting agents are able to pass work orders on to contractors and
keep track of progress directly via the app. This enables issues to be handled eﬃciently with full transparency amongst
stakeholders.
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Gen-Z & Future Generations

New generations are rapidly disrupting the sector with their continuously evolving
expectations.
One sentence with the most
interesting information or
highlight?

The Impact of Changing Generations
New generations bring new issues to tenancy management
and will continue to shape the way tenancy managers
operate in the future.

Increasing Expectations & Rapid Generation Change
“Every new generation expects a better standard of living. However, the
quality of accommodation is not keeping up.”
(Martin Wills — Director of Transformation at CoSector)

“New generations are rapidly
disrupting the sector with their
new and changing lifestyles
and expectations.”
— Arthur Research

“We’ve seen many signiﬁcant shifts in student behaviour over the last 20
years. These shifts occur on 2 to 3 year cycles and are caused by either
new technology or new expectations. The cycles are getting shorter.”
— Martin Wills, Director of Transformation — CoSector

Experienced Travellers —
The challenges of independent living
In terms of behaviour, Gen-Z are familiar with good hotels, airlines and are
often unwilling to compromise when it comes to their accommodation.
Good quality is more important than price. They are looking for good
experiences.
“We have to make sure our staﬀ focus on the people that live there rather
than just the day to day tasks.
One thing that we recognised, is that with staﬀ being there and helping
students live together and work together, there are less issues.”
(Stewart Moore, CEO at CRM Students)

“Students ﬁnd it increasingly
challenging when they go to
university and have to live
independently.
Many of these students have 1,000s
of friends on social media but still
feel lonely. This can cause stress
and aﬀect their mental wellbeing.
Dealing with these issues has
become a major challenge for
universities and for us.”
— Stewart Moore, CEO — CRM Students
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To Sum Up…
The key issues and challenges student property managers are facing today are
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Software Solutions
Options & Popularity
Every day new tools designed to help tenancy managers are being
released.
This
is primarily
One sentence
with
the most as a result of low barriers to innovation
within theinformation
sector. or
interesting
highlight?

Software and Technology Used Along the Value Chain
The following section explores the potential challenges faced throughout the student tenancy management process.
By looking at each stage of the value chain (shown below) its is possible to identify the challenges that may arise
during the tenancy journey.
In 2020, there are now many solutions available as the result of a recent boom in start-ups covering the entire value chain,
providing either point solutions or more complex end-to-end solutions. Providers of some of these solutions, and the stage of
the value chain they address, are shown in the diagram below.
Universities tend to use legacy software, provided by established players, who make it diﬃcult for new entrants to gain a
foothold in the market. The key reason being software integration, which we discuss in more detail on page 24.

Onboarding

Industry Support

UK Service Providers

Listing/
Viewing
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Popularity of Solutions
To understand which technological solutions are considered the most popular in the market amongst
tenancy managers, we conducted a survey of 500 PMS users.

Popularity of Solutions

When analysing the popularity of technological solutions, there is an emphasis on ensuring that the on-boarding process runs
eﬃciently and smoothly as possible. Advertising properties on marketing portals, followed by a smooth application process via
an online form and digital signatures, references and credit checks have been proven to signiﬁcantly improve eﬃciency.
As previously highlighted, many of the organisations interviewed
are still utilising paper-based solutions and spreadsheets.
However, the increasing popularity of accounting packages is
encouraging as this suggests that spreadsheets may soon be a
thing of the past and the barriers surrounding the adoption of new
technology are weakening.
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“Almost all organisations
interviewed used some form of
technological solution across the
value chain.”
— Arthur Research

Barriers to Adopting Technology
Time, price, integration & compatibility.
One sentence with the most
interesting information or
highlight?

Factors Impacting Technology Adoption
As highlighted earlier, innovation in the real estate sector has been slow.
However, property management is a sub-sector with lower barriers to entry which has encouraged
innovation to ﬂourish. The main challenge faced by new software is adoption.

Timing

Disintegration & Compatibility

Even though all companies interviewed were open to
adopting new technology, one of the key barriers was
implementing new technology in the high peak periods.

The problem many universities and tenancy managers are
now facing is software disintegration.

During these periods, employees are not able to learn
new skills eﬃciently (July to October) as their primary
focus lies on sales campaigns and tenants moving in.

Tenancy managers recognise the value of
software integrations and their ability to
create eﬃciencies through automation,
however the lack of staﬀ and time creates a
chicken and egg problem.
— Arthur Research

Price
Price is usually not considered a deﬁning factor
as long as there is a positive forecasted return.

“Every decision is driven by cost-beneﬁt analysis”.
— Stewart Moore, CEO — CRM Students
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Tenancy managers recognise the great advantage of having
everything in one place, on one system with a single login.
However, the process and interface needs to be seamless and
many companies are not willing to change their processes for
one new software, due to concerns surrounding cost of
disrupting their existing infrastructure.
Tenancy managers need new software to integrate and “talk”
to all of their existing systems. However, some organisations
are encountering problems when testing new software or
features, resulting in data being disorganised or lost.
Other than compatibility issues, it is essential for software
partners to provide simple user interfaces which need to be
user friendly for less tech savvy staﬀ.

Challenges to Scaling
Time & eﬃciency, landlord uncertainty, political environment &
location.
One sentence with the most
interesting information or
highlight?

Barriers and Challenges to Scaling Portfolios
There has been increasing consolidation in the student
accommodation market with only 5 operators owning 24% of the
PBSH market (Cushman & Wakeﬁeld). Along with the constantly
changing regulations and growing competition, it is becoming
increasingly diﬃcult for smaller companies to scale sustainably.
The following section explores the barriers and challenges that
small to medium property managers may encounter when
looking to scale their portfolios.

Internal Barriers
Time & Eﬃciency
For small to medium size property providers, the key internal barrier to scaling is time and eﬃciency; organisations are not able
to hire more staﬀ before growing their portfolio and vice versa.

The solution? — Automation
Organisations interviewed that were successful in expanding their portfolio have succeeded mainly due to automation that has
solved the chicken and egg problem and allowed for growth without substantial investment.
Martin Wills (University of London - Director of Transformation) summed up this process:
“We identiﬁed that we could automate many of our processes using a PMS. For example within the application process; we
made messaging more eﬃcient and streamlined, among other things, beneﬁting both the tenant and the Student Homes Team.
In general before our PMS we were entering data multiple times and did not have reporting visibility. We now have signiﬁcantly
improved reporting and analytics which is enabling us to provide a better service by being more proactive in serving our tenants
and landlords.
We are now able to move into the next stage of our development — growing our portfolio.”
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External Barriers
Landlord Uncertainty & Political Environment
One of the key challenges that tenancy managers are facing is the changing regulations surrounding HMOs for students. The
increasing number of regulations have made it less attractive for landlords. In turn, landlords are looking to invest their money
in diﬀerent industries or overseas.
Additionally, due to ﬁnancial institutions making it harder to get mortgages, people who could initially aﬀord to buy properties
and rent them out, now need to have reasonable amounts of money to maintain their investment. This trend results in people
considering other forms of investments, where the barriers are lower and the returns are higher.

Location, Location, Location
For many years, particularly in London, the location of
properties has been a key factor for students when choosing
their accommodation. This can present a challenge for tenancy
managers, particularly agents and private landlords.

This point is summarised by Martin Wills (University of London Director of Transformation):

Location —
A factor that directly
impacts property
managers as a
consequence of
barriers to innovation
for investors.

“The most fundamental challenge is to ﬁnd the right properties in
the right locations. Our surveys show that one of the most important
requirements by students is wanting properties close to university
campuses and buildings.
This issue is particularly apparent in London, as most ﬁrst year
students tend to live in university halls of residence, which are
close to their colleges and academic facilities. Entering their
2nd and 3rd years, students have become accustomed to this
convenience and do their best to avoid longer commutes.
Even though we are one of the largest student housing services in
the UK (used by more than 60,000 students across 30 institutions),
the challenge for us, is to ﬁnd a good property in the right location,
which is becoming harder and harder. With an increasingly
competitive property market and tighter regulations.”
With the reduction of incentives for landlords to invest, the rising
popularity and consolidation of PBSH portfolios alongside the
increasing price of university halls, the competition in the market
is becoming increasingly ﬁerce for private landlords and agencies.
The importance of location has an indirect eﬀect on innovation as
there is less incentive for investors to back innovative solutions.
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“Students are very demanding when it
comes to wanting properties close to
university campuses and buildings.”
“The challenge for University of
London – Student Homes is to
ﬁnd a good property in the right
location, which is becoming
harder and harder. With an
increasingly competitive
property market and tighter
regulations.”
— Martin Wills, (University of London Director of Transformation)

The Future
Preparation & readiness, the changing role of tenancy managers, the
importance of the tenant journey, ﬂexible living & hybrid products.
One sentence with the most
interesting information or
highlight?

Preparation & Readiness

The Importance of the Tenant Journey

“To us, future is all about preparation & readiness.
Before it was about ﬁreﬁghting, but now and in the future
we must make sure we pre-empt anything and everything
that could go wrong.”

It is essential that in the future, tenancy managers place
a focus on improving the overall tenancy journey
including developing the commercial and operational
processes. This should include reporting maintenance
issues, reporting antisocial behaviour, booking a room
and issuing tenancy agreements.

— Kat Gorst, Accounts manager — Chester Student Lets

Making the management of the journey as simple, easy
and trackable as possible.

The Changing Role of
Tenancy Managers
There are reports that suggest letting agents are a dying
profession, but our research suggests otherwise, proving
their importance in a diﬀerent form.
A role where they focus more on the support, community
creation and less on administration.

“Ideally, our PMS should generate past and current
statistics and look for general trends. It could and
should do this without needing another human
being. Once this happens there are two options, I
will either be made redundant or my role will
change.”
— Allocation & Systems Oﬃcer, Anonymous

Stewart Moore (CEO at CRM Students) has a diﬀerent
opinion.

“To us, automation is not about cutting down
numbers of staﬀ, not for my business anyway, for
me its aiding my staﬀ in talking to tenants and
dealing with their issues. Making sure the PMS is
helping make the experience of living with us
better.”
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On a broader level, the building management is
ultimately about the people and the community. If the
community does not exist then occupancy rates will
suﬀer. Good reviews are imperative and they are
generated by a community.
The future of the student accommodation is in
moving in such a way that it is no longer enough to
just provide operational excellence, it is vital that
the tenancy journey is seamless from start to ﬁnish.

Flexible Living & Hybrid products
Stewart Moore (CEO at CRM Students) thinks the future
is about ﬂexibility and hybrid solutions:

“We will see a lot more “ﬂuid living”.
We will start seeing people do a year at one
university and the next year at another, travelling
across Europe and across the world. We will see
much more ﬂexibility.
We will also likely see more hybrid type products, a
blend of students in co-living as the lives of 18 to
21-year-olds are becoming very similar to that of
22 to 25-year-olds. We will start to see more of a
hybridisation in terms of the type of tenants living
together, be it freshers or recent graduates.”

Last but not least…
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