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1 .1 .1 .1 .1 . IntroductionIntroductionIntroductionIntroductionIntroduction

You have already learned a great deal about current issues in
housing finance from your study of the earlier Blocks in this Unit.
You will be aware that there are concerns that our system of
housing finance is inadequate. There are still very many
households living in poor conditions, or without homes at all.
Before you begin your study of this Block, therefore, we want you
to review what you have already learned: what do you think are
the main problems in housing finance at the moment?

Activity - Current issuesActivity - Current issuesActivity - Current issuesActivity - Current issuesActivity - Current issues

From each Block in this Unit, try to identify at least TWO problems
which arise from the current financial arrangements. (Ignore Block
HFFS.102, which deals only with concepts and financial terms).

Block HFFS.101 The Context Of Housing Finance

Block HFFS.103 Local Authority Finance

Block HFFS.104 RSL Finance

Block HFFS.105 Mortgage Finance For Owner Occupiers

Block HFFS.106 Finance For Private Rented Housing

Block HFFS.107 Help With Housing Costs



66666

HFFS.108: Perspectives on Current Issues

© UNISON      RB.09.05

2 .2 .2 .2 .2 . Response to activity - Current issuesResponse to activity - Current issuesResponse to activity - Current issuesResponse to activity - Current issuesResponse to activity - Current issues

We identified the following major issues.  However, your list may
be somewhat different because it is possible to identify a wide
range of different issues, some possibly with a narrower focus, but
nevertheless the subject of debate.

Block HFFS.101: The Context of Housing FinanceBlock HFFS.101: The Context of Housing FinanceBlock HFFS.101: The Context of Housing FinanceBlock HFFS.101: The Context of Housing FinanceBlock HFFS.101: The Context of Housing Finance

1. Restrictions on public sector borrowing and expenditure
reduced public spending on housing significantly since the
early 1980s.

2. The private housing market is volatile, and prices can go
down as well as up, usually consistent with recession and
growth in the economy as a whole.

Block HFFS.103: Local Authority FinanceBlock HFFS.103: Local Authority FinanceBlock HFFS.103: Local Authority FinanceBlock HFFS.103: Local Authority FinanceBlock HFFS.103: Local Authority Finance

1. Restrictions on credit approvals significantly limited local
authorities’ ability to invest in housing during the 1980s and
1990s.

2. The resource accounting regime is intended to help local
authorities invest more in their housing and manage it in a
more business-like way. However, it also allows government
to ‘harvest’ rent surpluses to use nationally.

Block HFFS.104: RSL FinanceBlock HFFS.104: RSL FinanceBlock HFFS.104: RSL FinanceBlock HFFS.104: RSL FinanceBlock HFFS.104: RSL Finance

1. As the proportion of SHG available decreases or increases,
so the proportion of private finance needed increases or
decreases.

2. The new ‘partnering’ arrangements will limit the ability of
small and medium sized RSLs to develop new housing.

Block HFFS.105: Mortgage Finance for Owner OccupiersBlock HFFS.105: Mortgage Finance for Owner OccupiersBlock HFFS.105: Mortgage Finance for Owner OccupiersBlock HFFS.105: Mortgage Finance for Owner OccupiersBlock HFFS.105: Mortgage Finance for Owner Occupiers

1. Rising prices in the late 1980s/early 1990s, coupled with
recession, resulted in growing problems of arrears and
repossessions. The lessons learnt then still influence the
policy of lenders and insurers.

2. Affordability of owner occupation is a problem for low
income groups. The government is particularly concerned
about the difficulties key workers may face in moving into
owner occupation in high price areas.
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Block HFFS.106: Finance for Private Rented HousingBlock HFFS.106: Finance for Private Rented HousingBlock HFFS.106: Finance for Private Rented HousingBlock HFFS.106: Finance for Private Rented HousingBlock HFFS.106: Finance for Private Rented Housing

1. No special financial arrangements exist for private landlords
2. The private rented sector has steadily declined over the

20th century. This decline has now halted, and slightly
reversed, due in part to the popularity of buy to let as an
investment.

Block HFFS.107: Help with Housing CostsBlock HFFS.107: Help with Housing CostsBlock HFFS.107: Help with Housing CostsBlock HFFS.107: Help with Housing CostsBlock HFFS.107: Help with Housing Costs

1. The cost of Housing Benefit has grown very fast and is a
cause of concern for the government.

2. Help is only available with the interest elements of mortgage
repayments for people on Income Support or Income-based
Job Seekers allowance. This creates problems in the long
term, especially if they have mortgage-related insurances.

3. Expenditure on private sector improvement grants has
fallen, despite the fact that there is increasing disrepair in
the owner occupied sector.

4. Rent controls may cause landlords to sell or to harass their
tenants to leave.

Clearly, then, there are many current issues in housing finance,
and few offer easy solutions.

3 .3 .3 .3 .3 . Articles from JournalsArticles from JournalsArticles from JournalsArticles from JournalsArticles from Journals

To encourage you to reflect further on some of these issues, this
Block has collected together a number of articles which examine
one or more financial problems. After reading each article, you
will answer some questions, to test your understanding of the
main points raised.

Hence, the structure of this Block is different to the earlier ones.

The answers to the questions on each article follow immediately;
they are not to be found at the end of the Block. This is because
these articles are not in the style of your earlier learning materials.
They require more thought from you, and you will need to review
your answers while each article is fresh in your mind. So this entire
process - reading, thought, answering questions, then reviewing
your answers - should take place as an entity. Don’t move on to
the next article until you are confident about the last.

It is intended that, in this way, you will acquire a deeper
understanding of some current issues in housing finance. You will
have the opportunity to “draw together” the earlier Blocks and
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to begin to view the housing finance system as a whole. You will
also be developing a critical approach to articles dealing with
housing finance issues, and gain confidence in the knowledge you
have already acquired.

Many of these articles preview developments of policy which have
since taken place: rent restructuring and RSL partnering, for
instance. You should, therefore, gain an additional perspective
on the thinking at the time these policies were introduced, which
will extend your understanding of the current housing finance
system.

Article 1: Huge benefit to the capitalArticle 1: Huge benefit to the capitalArticle 1: Huge benefit to the capitalArticle 1: Huge benefit to the capitalArticle 1: Huge benefit to the capital
Introduction to Article 1Introduction to Article 1Introduction to Article 1Introduction to Article 1Introduction to Article 1

We begin this section with an article from Housing Today, 6 April
2000, which looks at the impact of the Capital Receipts Initiative.
The writer is a Policy and Research Officer for the London Housing
Unit, and therefore concentrates on what has happened in the
London area. The questions below are intended to help you to
focus on the key points, so bear them in mind as you read the
article.

Questions on Article 1Questions on Article 1Questions on Article 1Questions on Article 1Questions on Article 1

1. What extra spending power did the CRI provide for London
boroughs?

2. What was the ratio of investment between existing stock
and new stock?

3. Does the author feel the money has been well spent?
4. What is the common feature of the diverse schemes

described?
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Huge benefit to the capital
THE CAPITAL RECEIPTS INITIATIVE HAS
UNLOCKED MILLIONS OF POUNDS FOR
HOUSING. BUT WHERE HAS THE MONEY
GONE – AND HAS IT MADE A DIFFERENCE?
CHLOE FLETCHER TAKES A LOOK

Horne Park estate in Greenwich: a landscaped community area will replace these garages.
See case study overleaf
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Answers to Article 1Answers to Article 1Answers to Article 1Answers to Article 1Answers to Article 1

1. The CRI raised capital resources for the London area by
28%, which amounted to £156.5m in 1998/9.

2. The ratio of investment in existing:new stock was 80:20.
3. Yes - she describes spending targets as being met fully, the

resources as having made a great difference, and a backlog
of repairs having been dealt with.

4. A common theme is consultation with residents - on specific
choices for improvements, on bidding for funds, and creating
partnerships with residents.
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Article 2: Rich veinArticle 2: Rich veinArticle 2: Rich veinArticle 2: Rich veinArticle 2: Rich vein
Introduction to Article 2Introduction to Article 2Introduction to Article 2Introduction to Article 2Introduction to Article 2

This second article, from Inside Housing, 4 August 2000, reviews
the Comprehensive Spending Review 2000 and examines
housing’s fate.

It considers the housing profession’s reaction and looks at what
might happen as a result of the allocations announced for the three
year period 2001/2 to 2003/4.

Questions on Article 2Questions on Article 2Questions on Article 2Questions on Article 2Questions on Article 2

1. How did housing fare in the CSR relative to other spending
areas?

2. What was the impact for council housing?
3. What effect was anticipated in the RSL sector?
4. Which sector do the authors suggest might be least likely to

benefit?
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Rich Vein
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Answers to Article 2Answers to Article 2Answers to Article 2Answers to Article 2Answers to Article 2

1. Housing had a bigger proportionate increase than most
other spending areas, with a 12% real terms rise in capital
investment each year for the three years covered by the
review.

2. Council housing in England saw fairly modest increases
beyond what had already been released through the Capital
Receipts Initiative. Significant increases in the overall
budgets for Wales, Scotland and Northern Ireland have yet
to be divided between service areas. Renovation of council
housing is the key target of all additional funding for this
sector.

3. There was expected to be an increase in the numbers of new
affordable homes - although quite how big this increase will
be was unclear.

4. The authors suggest that the CSR made least positive effect
on the private sector – both in tackling poor conditions in the
private rented sector and in dealing with disrepair in the
owner occupied sector.



1 61 61 61 61 6

HFFS.108: Perspectives on Current Issues

© UNISON      RB.09.05

Article 3: Weighing up the optionsArticle 3: Weighing up the optionsArticle 3: Weighing up the optionsArticle 3: Weighing up the optionsArticle 3: Weighing up the options
Introduction to Article 3Introduction to Article 3Introduction to Article 3Introduction to Article 3Introduction to Article 3

You learned in Block HFFS.104 of the way the Housing
Corporation distributes its resources between RSLs in England.
This article, from Housing Today, 8 March 2001, looks at the
changes that had recently taken place and previews further
changes scheduled to take place in the future.

Questions on Article 3Questions on Article 3Questions on Article 3Questions on Article 3Questions on Article 3

1. What changes had already taken place?
2. What further measures were proposed for the future?
3. What was a key element to the Corporation’s new approach

to investment?
4. What was the stated purpose of the changes?
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NEIL HADDEN OUTLINES THE HOUSING CORPORATION’S NEW INVESTMENT STRUCTURE

Weighing up the options
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Answers to Article 3Answers to Article 3Answers to Article 3Answers to Article 3Answers to Article 3

1. In 1999, the Corporation moved away from formulaic
distribution of resources and adopted a more strategic
approach. They also began to use the Internet in their
investment processing.

2. Four further measures were proposed for the future:
• Developing a joint commissioning approach with local

authorities and other stakeholders.
• Introducing a 2-stage bidding process.
• Moving away from a once a year bidding date to a year

round process.
• Developing a 3-year allocation pool.

3. The use of technology - the aim was to simplify and speed up
the process.

4. The stated aim is to ensure that the programme was relevant
to current housing needs and is contributing effectively to
the government’s regeneration agenda.
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Article 4: Risky businessArticle 4: Risky businessArticle 4: Risky businessArticle 4: Risky businessArticle 4: Risky business
Introduction to Article 4Introduction to Article 4Introduction to Article 4Introduction to Article 4Introduction to Article 4

In this article from Inside Housing, 9 June 2000, lenders views on
‘key worker’ accommodation are explored.

Questions on Article 4.Questions on Article 4.Questions on Article 4.Questions on Article 4.Questions on Article 4.

1. What is the main reason for lenders’ reservations about
proposals for housing associations to develop housing for
key workers?

2. What specific problems do they foresee?
3. Do they have an alternative solution to the problem of

accommodation for key workers?
4. Do you think the author is sympathetic to the lenders’

perspective?
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Answers to Article 4Answers to Article 4Answers to Article 4Answers to Article 4Answers to Article 4

1. Lenders see the key worker accommodation proposals as
highly risky.

2. They suggest that there are a number of problems:
• Associations may want to borrow a higher percentage of

the development costs.
• Assuming there are restrictions on who can be

accommodated in such housing, there may come a time
when there are no qualifying prospective occupiers, so
a scheme may fail.

• Enticing people into home ownership who cannot afford
to buy on the open market may have an adverse effect on
the housing market and, if it goes into decline, on the
purchasers themselves.

• Many keyworkers will not want to live in blocks of flats.
3. Yes - they suggest that existing shared ownership models

would address the needs of keyworkers better.
4. It is not entirely clear - but ‘a cautious bunch’ suggests that

he may feel they are rather too conservative.
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Article 5: Enterprising solutionsArticle 5: Enterprising solutionsArticle 5: Enterprising solutionsArticle 5: Enterprising solutionsArticle 5: Enterprising solutions
Introduction to Article 5Introduction to Article 5Introduction to Article 5Introduction to Article 5Introduction to Article 5

This article from Housing Today, 25 May 2000, looks at another
aspect of financial risk in the RSL sector. This time, the emphasis
is on the issue of low demand. The author reviews a research
report in which financial risk and low demand are considered. He
concludes that a balance is required in the distribution of financial
resources to ensure that landlords operating in areas of economic
decline are adequately supported.

Questions on Article 5Questions on Article 5Questions on Article 5Questions on Article 5Questions on Article 5

1. Why does the author think that the Housing Corporation
will have an important role to play?

2. Does the author consider that RSLs should avoid working in
low demand areas?

3. What solutions are proposed?
4. In his final analysis, what does the author think the Housing

Corporation must achieve in its distribution of the ADP?
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Enterprising solutions
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Answers to Article 5Answers to Article 5Answers to Article 5Answers to Article 5Answers to Article 5

1. Because the traditional solution for associations facing
difficulties – merger - is unlikely to be available. RSLs in
high demand areas will have no incentive to take over low
demand stock. With a tightly controlled rent increase regime,
RSLs will need to protect their credit assessment with
lenders. Multi-regional RSLs are likely to prioritise
investment in their own stock and to develop in high demand
areas.

2. No - he takes the view that RSLs are very important to areas
of economic decline. A local base and their commitment to
the area make them amongst the best placed local businesses
to tackle such areas’ problems.

3. The Housing Corporation could develop incentives for
stronger RSLs to accept mergers of associations operating
in such areas. Alternatively, the Corporation could develop
new approaches to support such RSLs directly, e.g. through
‘enterprise zones’. In any case, the way the Corporation uses
the Approved Development Programme is vital to ensure
that these RSLs are fully supported.

4. A balance between the different needs of different parts of
the country. While recognising that resources are needed to
provide additional homes in areas of high demand, he also
highlights the need to invest in areas with different problems,
those of ensuring the sustainability of the existing stock,
which he suggests are equally urgent.
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Article 6: Left on their ownArticle 6: Left on their ownArticle 6: Left on their ownArticle 6: Left on their ownArticle 6: Left on their own
Introduction to Article 6Introduction to Article 6Introduction to Article 6Introduction to Article 6Introduction to Article 6

In this article from Roof, November/December 2000, Steve Wilcox
looks at help for home owners.

Questions on Article 6Questions on Article 6Questions on Article 6Questions on Article 6Questions on Article 6

1. Why does the author think more help should be provided for
home owners?

2. What help does he identify as currently being available?
3. How does he quantify the inequality in help available to

owner occupiers?
4. What solutions does he propose?
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Left on their own
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Answers to Article 6Answers to Article 6Answers to Article 6Answers to Article 6Answers to Article 6

1. Because there is a very sizeable minority of owners with low
incomes - about half of all poor households live in the owner
occupied sector.

2. Exemption from Capital Gains Tax. Private sector
improvement grants. Help with mortgage costs for people
on Income Support.

3. Home owners are half the poor, but they get only 8% of
government housing support.

4. A tenure-neutral housing allowance scheme.
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Article 7: Too much pressureArticle 7: Too much pressureArticle 7: Too much pressureArticle 7: Too much pressureArticle 7: Too much pressure
Introduction to Article 7Introduction to Article 7Introduction to Article 7Introduction to Article 7Introduction to Article 7

This article from Roof, January/February 2001, examines the crisis
in the Housing Benefits system.

Questions on Article 7Questions on Article 7Questions on Article 7Questions on Article 7Questions on Article 7

1. What proportions of Housing Benefit claims were not being
processed within the statutory 14 day target?

2. What reasons are given for the problem?
3. What were the proposals put forward by the Social Security

Select Committee?
4. What has been the response?
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Answers to Article 7Answers to Article 7Answers to Article 7Answers to Article 7Answers to Article 7

1.  33% in 1999/2000.
2. It depends on who you ask. Amongst the reasons given are:

incompetent councils, introduction of the verification
framework; over-complication in the system; and payments
being made four weeks in arrears.

3. A review of the administrative processes; the introduction
of fixed benefit periods; and an increase in earnings
‘disregards.’

4. The government did not respond as campaigners hoped.
They suggested that poor council performance was the
major cause and resisted pleas for urgent action.
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Article 8: No, ministerArticle 8: No, ministerArticle 8: No, ministerArticle 8: No, ministerArticle 8: No, minister
Introduction to Article 8Introduction to Article 8Introduction to Article 8Introduction to Article 8Introduction to Article 8

This article from Housing, November 2000, considers the
proposals for rent reform in the local authority and RSL sectors
in England and Wales. It argues that while the objectives behind
the proposals are sound, the approach is flawed.

Questions on Article 8Questions on Article 8Questions on Article 8Questions on Article 8Questions on Article 8

1. What were the objectives of the rent reform proposals?
2. What does the author see as a stumbling block to

implementing the proposals?
3. What alternative does he propose?
4. What benefits does he think this would bring?
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Answers to Article 8Answers to Article 8Answers to Article 8Answers to Article 8Answers to Article 8

1. To reduce the gap between rents charged by councils and
RSLs; to introduce a system of rent setting that relates to
capital value of the property and local average earnings.

2. The myriad of different rents based on a variety of different
financial regimes.

3. He suggests that compromise is needed and that while rent-
influencing should take place, this should not be a
prescriptive regime.

4. He believes this would improve affordability, deal with
inefficiencies and help with convergence, while avoiding
the danger that housing associations might encounter
viability problems or become so risk-averse that they will
not be willing to engage in activities like regeneration or to
become involved in stock transfer initiatives.



4 04 04 04 04 0

HFFS.108: Perspectives on Current Issues

© UNISON      RB.09.05

Article 9: The long and winding roadArticle 9: The long and winding roadArticle 9: The long and winding roadArticle 9: The long and winding roadArticle 9: The long and winding road
Introduction to Article 9Introduction to Article 9Introduction to Article 9Introduction to Article 9Introduction to Article 9

This final article comes from Inside Housing, 4 February 2000. It
reports on the funding proposals in the Institute of Public Policy
Research’s inquiry into the future of social housing.  You will note,
coincidentally, that some of the other proposals trailed in the
research have found their way into policy proposals - such as those
for rent restructuring and Housing Benefit reform that you have
just been considering.

Questions on Article 9Questions on Article 9Questions on Article 9Questions on Article 9Questions on Article 9

1. What financial tools are suggested as a means of reducing
differentiation between tenures?

2. How is it suggested that a consistent relationship between
rents and services across housing could be achieved?

3. What type of reform is proposed to social landlord finance?
4. What ‘health warning’ does the author give?
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Answers to Article 9Answers to Article 9Answers to Article 9Answers to Article 9Answers to Article 9

1. Equity stakes, equity release and ‘housing bonds.’
2. By setting rents to cover management and maintenance,

major repairs and a percentage of capital value.
3. Moving the financial structures of all kinds of social landlords

onto the same footing, so that local authorities would be
treated in a similar way to RSLs.

4. She acknowledges that the reforms required to achieve the
objectives will require significant upheaval and may have
consequences that are not fully desirable. She therefore
recommends that proposals be fully evaluated before any
changes are implemented.
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