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1. Introduction

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 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
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2. Response 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 Finance

1.

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

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 Finance

1.

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

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 Finance

1.

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

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 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.

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.

© UNISON RB.09.05 |
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Block 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 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. Articles 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 capital
Introduction 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 Atrticle 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?

Does the author feel the money has been well spent?

4. What 1s the common feature of the diverse schemes
described?

[0 unson —rsosos I 5]
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Huge benefit to the capital

THE CAPITALRECEIPTSINITIATIVEHAS
UNLOCKED MILLIONS OF POUNDSFOR
HOUSING.BUT WHERE HAS THEMONEY
GONE—-ANDHAS ITMADE ADIFFERENCE?
CHLOEFLETCHERTAKESALOOK

ndler the Capital Receipts Initative

—introduced by the new

government in 1997 —London

boroughs eommirted themselves to

spending £136.5m on housing in
1998/99. New research hy the London
Hausing Unie shows that they met this
target fully and effectively.

This represents an additional 28 per
cent of capital resourees over and above
what would have been made availahle
otherwise and has made a great difference
to social housing in London.

Some £126m- or 80 per cent — has been
used directly 1o improve local authoriry
stock, beneliting more than 65,000
properties London-wide — one in nine of all
council properties in London. Around
£31m or 20 per cent of this funding went
towards the provision of new social housing
in the form of local authority grants to
housing associations

Our findings are that the local
aurhoritics have used this money well,
targeting it on the backlog of repairs.
Energy cfficiency has been the focus of
many schemes, reducing fuel povercy and
improving tenants’ quality of life. Work on
the stock tocused on renewing windows and
roafs, installing new central heating and
much needed structural repairs. The
majority was channclled into window
replacenient programmes with central
heating installations heing the nextbiggest
single prioricy.

Local aurhorttics used this opportunity
toconsult residents on their specific choices
for improvements and a number of
resident-focused projects were inittated
across the capital. The London borough of
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Horne Park estate in Greenwich: alandscaped community area will replace these garages.

See case study overleaf

Flammersmith and Fulham allocated a ser
amount for environmental schemes to
cstate grounds and encouraged resident
associations to bid for the money. These
schemes were facilitated by a parmership
agreement with Groundwork, an
cnvironmental organisation that assisted
resident groups.

"I'he London horough of Hounslow has
worked with tenanes in their regencration
projects W improve seeurity and provide
extra play facilities for children. *The best
thing is that Hounslow has consulred with
tenants about how improvements arc to be
macle. 1ts partof the ongoing partnership
hetween tenants and the council,” explains
Alf Chandler, chair of the Hounslow
Federation of lenants’ and Residents’
Assoclatiens.

On the Benson Closc estate, land has
been reclaimed and turned into a children’s
playground. Children have the opportunity
to play and parents can look after them
casily. “It’s a family asset,” explains
Chandler.

"I'he projects undertaken by the councils
varied greatly. | lavering converted a
number of bedsits inte one-bedroon flars
for elderly residents. Fach flathas its own
kitchen and shower facilitics and 20
residents henelit from the inereased living
space and more suitable facilitics. One of
Hounslow's projects involved
improvements to the tower blocks on the
Heston I'arm Estate. New concierge offices
were built to each block, lifts refurlished,
sceure lobbies ereated and a new doar entry
systemn added. "L'he Fenton Touse
Community Hall was cxtended, tenanty’
stares built and a new carctakers office
added. Residenes benefited from

improvements o the grounds too with the
planting of beds, additional lishung and
external decoration.

Although CRI money was linked to
regeneration in some horoughs ivalso
provided a valuable source of funding for
those properties notincluded in some of the
higher profile regeneration schemes,
helping to ensurc that the basic investment
needs of the rest of the stock were not
neglecred.

In the London borough of Greenwich,
90 per cent of the CREmoney was targeted
at repairs and renovation schemes which
did not fall under any regeneration preject
in the borough, Residents benefited from
the general improvement in their
properties which bas prevented further
deeline in many areas.

arc than 1,000 homes benefited
from the investment in the
installation of central heating,
The priotity was to provide
affordable warmth to properties
with particularly bad NHER (National
Tlome Fnergy Rating}and improve their
energy cfficiency. Part of this scheme was
specifically tarpeted at improving the
quality of life and health of elderly and
disabled tenangs in the horough,

Other than heating and insulation work,
the guality of neighbourhoods was
improved through a mixture of repairs to
common parts and the provision of
environmental works.

Ten per cent of the CRI funding in
CGireenwich contributed to existing
regeneration works, concentrating on the
provision and improvement of communal
facilitics and security on estates as they were
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highlighted as the main areas of concern by tenants in
g recent tenant satisfaction survey. Residents
instigated many of the projects after a letrer asking for
responscs regarding the initiative was sent to all enant
assuciations in the borough.

Capital Receipts funding allocated last financial
year has made a huge impact on the tives of somce
London tenants and a significant impact on many
mare, Their properties have henelited from some
much-needed financial investment, improving cheir
cnergy efficiency and providing @ higher qualicy of life.
Whole estates have also been provided with the
resources Lo improve cotnimunal fcilities and
environmental fearures. T'his has involved residents in
the improvement of their surroundings and given
them an opportunity to work together as a community.

Caloe s policy arc regearch oficer al Lhe Londan

Housing Uit

FICTURES: FAUL SAMDERS

The Horn Park Estate is on the borders of
Lewisham and Greenwich and has very
little in the way of communlty facilities.
Tenants felt that this was undermining the
sense of community on the estate and
restricting the groups and activities that
could be provided for the benefit of al
residents.

A local group invelving residents and
ward councillors began to draw up
proposals for a multl-use community
facility. The existing church hall on the
estate was identified as suitable to adapt
and a management committee was setup
to run the project.

To snsure the work of the group was
sustained, Greenwich council injected GRI
mongy into the project as part of their
enabling strategy. This paid for consultants
to coordinate efferts and ensure that good
ideas were put Into practice. Residents
were involved in developing the brief,
setting oul terms of reference and
appointing the consultants,

A number of small organisations
required support and needed office space
on an hourly hasis. There
were also communlty
activities such as dance and
theatre groups that did not
have suitable premises. There
was a need for a purpose-
bullt gym and keep fit classes
alang with a cafetetla,
providing a place for people
to meet and chat.

Once the project is completed, residents
will benefit from a community centre that
works for them, providing wide-ranging
activities and information seven days a
week. Verina Clifford, manager of the
community centre, said: “This scheme will
really enhance the lives of residents in the
area. There are only two direct bus routes
to Catford or ERham serving the estate and
this centre will bring the services to the
residents instead of the residents being
forced to make long journeys or go
without.”

The consultants have drawn up a
business plan and fundralsing strategy and
architects have developed designs for the
hall. The group Is waiting on further
funding from round 5 of the SRB to continue
the project.

Sue Brown, principal community
recreaticn manager at Greenwich council,
said that one of the big achievements of the
steering group had heen its multi-agency

New security deors are among the
improvements on the estate

Scheme to enhance
residents’ lives

approach, One partner is the health trust
and a major theme of the centre will be to
encourage healthy living. There are plans
for a surgery within the building so groups
can use It to deliver services to the
community.

Itis proposed that a community nurse
will hold surgeries and mother and baby
clinics and the centre will aiso provide a
venue for councillor surgeries and law
centre advice work.

Two play areas have already been
completed with funding from the Lendon
Marathon. CCTY cameras have heen
installed to help ensure the safety of
children and equipment.

Although the initial sum allocated from
the Gapital Receipts Initiative was
relatively small, it has successfully kick-
started community actien in the area. The
funding enabled the community to come
together to focus on their needs and
address them successfully.

© UNISON RB.09.05 |
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Answers to Article 1

1.

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

The ratio of investment in existing:new stock was 80:20.

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.

A common theme is consultation with residents - on specific
choices for improvements, on bidding for funds, and creating
partnerships with residents.

© UNISON RB.09.05 |
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Article 2: Rich vein
Introduction 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 2

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

2. What was the impact for council housing?
What effect was anticipated in the RSL sector?

4.  Which sector do the authors suggest might be least likely to
benefit?

[0 unson —rsosos I 7]
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S5

t last housing is
getting the
priority it
deserves! This was
the verdict of the
sing labby when details of

= gavernment’s spending review
ed. Of course, there is still a
belween resources and needs,
ng was given a bigger

nate increase than most other
cas, and its iImportance in

od regencration is being

| investment in housing is set
ms by about 12 per cent each
three years. By 2003/04,
£1.3 billion higher in cash
e current year (excluding

g 12 account subsidy — see table).
The increases will be spread across existing
cslales as well as new homes. Besides details
for spending in England, significant increases
were announced for the overall budgets in
Scotland, Wales and Northern Ireland —
although how housing fares under the
devolved governments compared with other
spending arcas remains Lo be seen.

What does this mean in detail? For council
housing, there are fairly modest increases,
building on the amounts already putin
through the capital receipts initiative,

Firstly, there is a massive shift away from
capital allocations towards the new major
repairs allowance, due to be set at £550 per
home, This should ensure both that the new
resource accounting arrangements work
properly, and that spending on council housing
is protected from the vagaries of the new ‘single
pot’ for local authority capital spending.

Rich Ve

Secondly, private finance schemes to
renovate council housing get modest backing.
Fight pathfinder schemes are due to start later
this year, and the spending plans allow for
more to come o stream if these are
successful, Thirdly, the new option of arm'’s
length companies to manage council housing
is sel (o make & start in 2002/03, with £160
millien set aside that year and £300 million in
the following year.

The government has committed itself to
ensuting ‘all social housing is of a decent
standard by 2010 Can it achieve the target?
Crucial (o tackling the £19 billion repairs and
improvement backlog in council housing is
the assumption that 200,000 homes a year will
be transferred out ol the scelor.

So out of the slightly more than 3 million
houses still owned by councils, by 2010 this
will be down by two thirds. Effectively the
government is looking to private lenders
financing the repairs and improvements to this
part of the stock, leaving public funds to deai
with the remaining third. Calculations by
Giraham Moody Associates for the Institute for
Public Policy Research inquiry into social
housing suggest the spending allocations will
be just enough to achieve the target, providing
stock transfer takes place on the expected scale.

Given the firm promises in the green paper,
the commilmendts to spending on council
housing were not surprising. Less anticipated
were Lhe inereases in the Housing
Corporation’s programme, Overall its cash
budget rises more than 60 per cent across the
three years, while its approved development
programme riscs by nearly 80 per cent,

How this will allect culput of new homes is
still unclear. New house building in high
demand areas will compele with regeneration
needs in inner cities and in the north. High
land prices are putting pressure on
development costs. And the restriction on RSL
rents to an overall limit of inflation only
implies higher grant rates. All of these will eal
into the increases in the ADP.

But new affordable heusing will be boosted
(rom two further sources. The starter homes
initjative has been allocated £250 million in
total. This is aimed at helping key workers in
arcas of high housing demand.

© UNISON

RB.09.05 |
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The make-up of the programme is nol vet
known, but it is likely to benefit somewhat
helter off houscholds than would be helped by
the traditional corporation programme. One
caleulation is that it might help 12,500 such
households over the three years.

The second source of funding is social
housing grant provided by councils, which is
now bigger than the corporation’s ADP in
some regions. This is not budgeled for in the
spending review, but is likely to increase as
more coungils transter eir stock. However, 1t
might also be affected by the local authority
single pot, which could lead to housing
receipls being diverted for other purposes.

Overall, the government is thought to be
aiming to get around 30,000 affordable houses
produced by the third year of the spending,
reviaw, as against avound 30,000 now. But this
Rgure must be regarded as speculative until we
have & betier idea of the make-up of the
various programmes and whether stock
transfer gocs ahcad at the expected pace.

The eftect of the spending review on
programmes to tackle poor conditions in the
privale seclor is cven more difficult to assess.
Credil approvals [or coungils, alier the
deduction of the major repairs allowances,
willincrease from £70% million in 2001/02 to
£842 million in 2003/04. Apart from the

Spending review (£ millions)

Local authority capitat

Starter hame initiative

HFFS.108: Perspectives on Current Issues

modest scparate provision for disabled
factlities grants (£75 million now, rising to £89
mullion in 2003/04), renovation programmes
in the private sector will have to compete for
this cash, now that funding carnrarked tor
renewal programmes has disappeared.

But this is against the background of the
‘single pat for all local authority capital
spending, and it is more Jikely than not that
renovation grais will lose out.

This happened in Scotland when a similar
move aflected funds for renovation grants.
Mare than ever, tackling poor conditions in
the private sector needs a government target
of the kind set for dealing with poor quality
social housing.

Giiven that the governiment is at last
recognising the links between poor housing
and overall deprivation, it surely cannot
ignore the fact that almost half the poor are
owner oceupiers, or thal two thirds of all poor
housing oceupied by low income houscholds
Is in the private sector.

Apart from modest amounts [or new
iniliatives such as neighbourhood wardens, and
theline setiing out the amount [or councils’
HRA subsidy (declining as the number of
council hames falls), that completes the picture
of the DETR's housing budget.

Bul also of interest is the DSS budget for

Plans agreed
prior to review
2001/02
2,305

200102

Large scale voluntary transfer pool

Supporting pecple

Safer communities supported housing fund

Disabled facilities grant
Home improvement agencies

Rough sleepers unit and homelessness

Lettings pilot scheme
Tenant participation grant
Neighbourhood wardens
Other housing expenditure

Total housing (departmental expenditure limit)
Private finance initiative for housing
Housing revenue account subsidy

© UNISON RB.09.05 |

housing benefit. This is to be contained, not
increased, given the governments commitment
0 squeezing out fraud and other devices for
reducing the claims on it. The housing benefit
budget is falling because of the decline in
numbers of private landlords interested in
housing benefit recipients. The government
could have taken advantage of this
improvement in the budgetary position to
embark on a radical programme of incremental
reform to simplify the scheme, to improve work
incentives and make a ratt of other
improvemcnts, along the lines recommended
by the Commons social security committee.

Bul as we know from the green paper, such
reforms have been put on the back burner. It is
(o housing benefit reform, and policy for the
private sector, that the housing Tabby will have
to shift its attention now that other aspects ol
public expenditure on housing are firmly
heading in the right direction.

John Perry is policy director at the Chartered
Institute of Housing and Steve Wilcox isa
professor at York University’s centre for
housing policy

"This article is based on the forthcoming
Housing Finance Review 2000/01, is available
in early Septecmber, CIH, tel: 024 7685 1764,
£26,plus £2.530 p+p

Total spending plans -

totals
7316

200z2/03
2,465

2003/04
2,545

542

492
153
137
263
26
91
1%
19
10
149

12,530
760
9,089
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Answers to Arficle 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.

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.

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

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.

© UNISON RB.09.05 |
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Article 3: Weighing up the options
Introduction 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 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?

[0 unson —rsosos I 6]
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Weighing up the options

NEILHADDENOUTLINES THEHOUSING CORPORATION'SNEWINVESTMENT STRUCTURE

ver the past 18 months,

the 1 lnusing Corporaton

has been changing the

Way [LCarries outies

investrnent function. This
to ensure it is relevant to meeting the
housing needs of today and
tomorrow and that it coneribuares
efleetively to the governmencs
regeneration agenda.

“Iwo fundamental changes have
alrcady taken place. First, in 1999, we
hegan the move away from the
formulaic diseribution of resources
through the housing needs index, to
a more strategic approach. Second,
we started 1o use the internet in
our invesument processing. (Jur
change process is evolutionary
and chis year we plan to take
developments a stage further.

Dyuring 2001702 we will be taking
four furcher measures to improve the
allucation process.

Developing the [oint commissioning
approach

Joint commissioning is intended

to strengthen processes for
collaborative working with loeal
authoritics and other stakeholders.

- Following the success
~of the electronic bid

- round we will be
_opening up our

- systems further

It aims to i prove strategic planning
and co-urdination of investment
decisions as well as overall scheme
value,

We will be taking this approach
one step further by using itto
commission programmes of schemes
which meet specific key regional
investment priorities.

W will be publishing a good
practice gaide this month, inorder to
share the pool of experience and
assist local authorities which want o
start this approach.

© UNISON RB.09.05 |

Introducing a two-stage

bidding process

l.astvear u [ lacas report, Measuring
pdded valiwe, made it clear that the
corpuration’s early involvement in
developing projects was helpful.
Our responsc is to introduce the
option ol holding a (wo-stage
bidding process for the ailocation
of resources.

The aim is to reduce abortive
work, improve the quality of
investment decisions and give greater
certainty and seeurity (o our partners
to invest time and resourcesin
warking up often complex proposals
involving 3 wide range of agencies.

We would aim to introduce the
rwo-stage bidding process over a
period of time. The annual bidding
round would be retained for small,
one-off schemes.

Allowing submission of bids
throughout the year

In order to make the two-stage
hidding process most effective and
to enable the corporation to diseuss

opportunities as and when they arise,

we will be introducing a facility to
submit bids throughout the year. As
an alternative, they can be tabled ata
number of stages throughout the
vear. This approach will also avoid
delays due to artificial bid deadlines.

Developing a three-year
allocation pool

We will build un cur ability o make
pre-allocations by introducing
the concept ofa three-vear
alloeation pool. The pool will
consist of schemes which meet
regional and local priorities and
wlhich will eventually be included
in the annual Approved
[}evelopment Programime.

Schemes in this allocation pool
will be acvarious stages in
development but they will have an
agreed development timetable.

The allacation pool will replace
the concept of firm and provisional
pre-allocations, and we prapuse that
there will be a commitment that any
scheme included in the pocl would
receive an allocation subject to the
above criteria,

A key element of the corporation’s

new approach o investment is to use
rechnology to accelerate, simplify
and apen up our INFCSOIENT Process.

We made a startin the autumn,
by suecessfully using Internet
technology to enable R8Ls ro bid for
funding electranically.

Since then, 547 RS1.s have made
8,500 bids worth £2 9 hillion, savinga
significant amount of time nsually
spent ansicrring from paper to
computer and reducing input error.

Following the success of the
clectronic bid round we will be
OPENIng ap OUT InvesLment systems
further to enalile fivsdy RSLs 1o view
dara on thetr programmes and
projects. his facility went live on 19
February. Secondly, RSLs will
submit their investment forms, grant
confirmation and grant claims to us
via the interner.

Projects funded chrough local

authority social housing grant will
alsu be processed in this way. The
planned date to polive is 17 April.
We have written to all RSLs and local
authoritics serting out Lhe steps they
need to take.

Adocument setting out this new
appraach has been published.

Cemrrents sheuld be sertby 20 May lo: T ora
Cruic<shank. assstantc remen of investment.
Ho.sirg Caiporation. =9 lettenham courl
PPN Iatzret arocsssicg
BRI gt on 07 FARG V]
elprrpet@asirgeem.gax. 19 uk

nars on ' Thi: 1z approzch t rwesimanl’
Matona Fousing Fasdzration
T the Hers g Sorporation. o1
I nLeroonanc

I cenjur i e
Ak in s
12 Marck in Rirnigharm.

Tel: Zuriwz. 01 £37 F8OTAC.

Mz Madden i dirzcton ol resstment at the
liouging Corpora licr
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Answers 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.

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.

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

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.

© UNISON RB.09.05 |
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Article 4: Risky business
Introduction to Article 4

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

Questions on Article 4.

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

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?

© UNISON RB.09.05 |
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Burning_qﬁéstion: If the market is overheating, is it the right time to encourage key workers to buy?

Risky business

Lousing asseciations may be overjoyed at the
government’s willingness to allow them o move into key
worker accommodation, but the people who hold the
[PuLsE SIS are Not SO sure.

The demand might be there, but lenders —a caulious
bunch — see risk at every turn. There is an alternative In use
alrcady, they say, and if it ain’t broke why (ix it?

The green paper contains proposals to help key workers
— usually taken to mean fire fighters, nurses, police officers
and teachers, who are more of @ vote winner than street
cleaners — to buy their own homes, Key worker
accommedarion will henceforth be viewed by the Housing
Corporation as‘core business activily’ for assoclations.

Landlords, getting a whiff of extra cash, may be more
than willing to help the government meet its targets on
frousing nurses and the !ike. But that will need the help of
the inancial institutions, and they scenta rat,

NatWest head of housing finance Clive Barnett strikes a
note of caution. ‘Tf (he deals are right then the fender’s
commitment will be there, be says. ‘But Thave to say that
the key worker, in my opinion, adds risk to what [ would
call core social housing activity,

Assaciations will prabuably want to borrow higher
percentages, il not 100 per cent, Mr Barnetr adds. That is
riskier, and developments will often have restrictive
covenants and bars on alternate use. So i a scheme falters
it will be extremely bad news all round.

If it goes wrong, we will have something thar is heavily
geared and with no get-out as there are restrictions on
alternative use, he warns, But its not just a problem for the
scheme - Lhe entire asseciation will be affected.

‘It doesn’t matter if the project’s been ring-fenced or not
- one cannot dissociate oneself from a failure.

There's risk hiding behind every tree down this avenue

The
government
is looking for
social
landlords to
help house
key workers,
but will
lenders
stump up
the cash?
Chris Baker
1nvestigates

AN AN VEI R LWL, LCHIery Yyl L
watching very careiully,

“The prople who want people to do
key worker accommodation will invite
bids, Mr Barnett explains.'So when
people are bidding against each other
the winner is often (he one that is likely
to take the most risk”

Another risky issue tor housing key
workers is the very essence of their
plight — they are people in jobs deemed
vital to the community who cannot
alford to live in that community.

‘They are essentially marginal home
owners, Nationwide structured fimance
controller Mark Hedyes says. If they
cannol afford to buy, that is because the
housing market is overheating.

‘Tt strikes me that the yreen paper
proposal for helping then will only
further overheat the markel, and the
market will inevitably fall again because
it runs in cycles,

‘If the market is overheating, is it the
right time to encourage people 1o buy?”

Mr Hedges Is nol keen on associalions
providing key worker accommadation
either, "Who will pay il there’s a down
side — won't it be the lenants? Someone
will always have to make up the shortlall

Assoctalions already have enough on their plates with
the controversial inflation-only rent cap which will
constrain cosls, he adds.

Abbey National Treasury Scrvices senior lending
manager Richard Huoghes says ol key worker
accommodation: ‘As in most of lile, everything in
moderation’. Each scheme should be seeutinised on its
individual merits, he says, but the green paper proposals
were ‘oo vaglie

‘What is o key worler?” he asks. 'ls it a nurse or a doctor?
You can arguc a dustbin man is a key worker and the
people who wark behind Lhie counters in Woolworths are
important to the local community.

Mr Hughes highlights a further problem - nol everyone
wanls to live in & block not dissimilar to a students” hall of
residence, ' How can vou expect key workers with families
to live in our type of traditional nurses accommaodation?
They are going to wanl a house or a nice flat.

Both he and Mr | ledzes paint to a solution that already
cxists — shared ownership.

“The shared vwnership model works quite well) Mr
Hughes explains. '1o-it-yoursell shared ownership — the
principle works and 105 probably quite cheap, There is
alrcady a market and people understand it/

DLYSC would prave more altractive to key workers who
dom’t want to live in a traditional nurses” home, he adds.

“We would have thought the better way forward was
shared ownership, Mr Hedges says. ‘There are already Iried
and tested ways of doing this and shared ownership is one
of them.

Tt doesn't necessarily work in the north cast, but [ don't
think key workers in the north east have as many problems
as those in London. That's where the problem is and
shared ownership warks in London,

© UNISON RB.09.05 |
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Answers to Article 4

1.

Lenders see the key worker accommodation proposals as
highly risky.

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.

Yes - they suggest that existing shared ownership models
would address the needs of keyworkers better.

It is not entirely clear - but ‘a cautious bunch’ suggests that
he may feel they are rather too conservative.

© UNISON RB.09.05 |
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Article 5: Enterprising solutions
Infroduction 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 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?

What solutions are proposed?

In his final analysis, what does the author think the Housing
Corporation must achieve in its distribution of the ADP?
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al landlords on

uchofthe debare arnong rcgi»[t:rcd kX
the housing Green Paper has focused on the elfect on
therr fimances of rents being held at the Reza] Price
Index. Research we carried our with HACAS
Comsulting last vear showed thar generally raditonal RSLs are in
astrong enough Brancial position to bve with RPTonly by iself,
albeivat the possible expense of some development eapacity.
‘The real conceen for RS Ls should nothe on the RP1-only
policy, but how this, in conjunction with the Green Paper's

proposals for restructoring rents across the secror, links with ocher

risks o RSTs" finaneial capacing

These wider risks are particularty of comeern for those RSLs
wha work mareas experiencing reduced demand. "T'he
combination of concinuing relatively high interest rates, with
either lower rent income ar extra costs caused by dealing with
reduced demand are very real. Adeded 1o these, the Green Baper
puts forward the possibilitg ola pardal link bevween remis and
capital values. Any such link, even wich a H-vear eime frame for
intraduction, is likely to mean a Tong-term restriction on rent
increases, as these areas generally have low capital values,

‘Tivconsider the Fkely effects of this the Chartered Institute of
Housing s this week publishing a repoct Sasteizing saceess - RS,
Sinancial rick and fow deinand in which research by HACAS
Consulting considers these issues by idencifying the extent of low
demand, and exaimines in depth case study RSLs working in those
areas. This shows that there are real coneerns for RSLs working in
these situatinns, 1nd [puts forward |:1'c:])m:|]~. in relation to fnangial
strategivs and agsessing demand w help R Ls meet the challenges
faced. The reportalsa cmphasises that it is vital that government

Abalance needs
to be struck
hetween the
needs af high
demand and low
demand areas

© UNISON RB.09.05 |

and the TTousing Corporation have the
righr mechanisms in place tosupporr RSEs
aperating inareas of economie decline.
KSLs are verv importane o areas of
ceonomic deeline. They have significant
investments in these areas and their failure
tomanage these cffcctively could
exacerhate decline, R8Ls withastrong
local base and commitmient to an area are
often among the best positioned local
Businesses to help tackle an area’
problems. Yer there is a clear tension tor
somie RS1s herween their position as
Erpsinesses, where the best pureely
commereial nption may be to S disinvese”,
and the wider social comminments which
are an essential part of their raison Pétre.

Thevery spread ol stock between s
relatively large number of K8 s inan
aven — 27 RSLs operating in Salford, 35 in
Manchester —ean also hinder a co-
ordinated approach. This study has found
evidence that RSLs which have wsmall
amount ol steek in g neighbaurhood
remote from other parts of theirstock
and with ne local management presence
have worse vold levels, These RSLsneed
1o b L‘ru:nur:lgusi totranster or sell stock
taather RSLsbeter placad to pive the
housing the management atention it
requires.

These tactors, along with the Green
Papers aim ol creating “a more diverse
pattern of dhnamicand computitive
organisations o run social bousing™ and
the emphasis on future eransfers to
Fsensible sived registered social Laindlords™,
show there isa strong togi
rationalisation of the seeror

Many peaple recognise thisand are
malking abeuitme reers as an obvious way o
achieve it Tradivionally the effeetive “rake-
over” ofan ailing RS Dby g sronger one,
olten brokered by the corporation, Tras teen
one of the main routes through which the
sector has been protected from high profile
finuncial fuiture, The Green Paper section
on rent conrrol expliciely seates thar those
RS Lis with *liile prospect of adjustng 1o
the new rent policy. . amay be bestserved by
werging wicl o stromoer partner”.

Enterprising solutions

THE CHALLENGES OF LOW DEMAND MEAN SOME HOUSING ASSOCIATIONS ARE
AT FINANCIAL RISK. THE GOVERNMENT AND THE REGULATOR MUST DO MORE TO
SUPPORT THEM, SAYS MIARK LUPTON. AND SEE OVERLEAF FOR AN

IMMEDIATE RESPONSE.

So-called *friendly mergers™ may
however be less likelv in the current
climate. This i due taa momber of factors
inglucding;
¥ RSLs inhigh demand areas are unlikely
Lo have an incentive 1o invest in low
demand stock
¥ With the tighwening of controls on rent
imcreases, R8Ts will be more careful not to
compromise the creditasessinent of
lenders,

b Mol regiomal RSLs may praoritise
investment in ctheir own stock and/or new
investinent in higher demand areas,

[Mheseetor is 1o rationalise effectively
and o el f'-l'(_‘guiﬂlc" whoere weaknesses
appear, new INCentives 1o sSUpport mergers
iy well be required.

fis Inghlights the eructal role of the
corprnration, with its considerable
powers as tunder and regulator,
The Creen Paper already envisages
the corporiton laving “an enhanced
rolc” inimplementing the new rent
strueture, Lemay now he necessary for the
curporation to take wmere active role in
facilitaring a ratienalisation of the sectorin
arcivi alleeted by Tow demand, to ensure
that thereare effective RSLs an the
ground, with the means to invest in their

own stock and play a soratepic role within
wider renewal and neighbourhond
stracegios. here s a precedent For thisin
the wav Housing for Wales eflected o
subistantial ratiunalisation of the scetorin
Wales

The tonls ro support this could include:
the develapment olincentives for an R8T,

tosupport or take on the responsibiliees of

an RSL n crouble: the streamiiming of
procedures to alluw the ransfer of stock
herween RSLs; the provision of funding to
supportsuch transiers and a ‘clearing
howse” toidentity and facilitate RSL stock
swaps, Measures could also be putin place
to ensore that Jisinvestment by an RSL 15
properky managed.

Wewould alse like to see the
corporation develop new approaches which
support RSLs linking to the
neighborhood mamgementagenda and
cncourage RS o develop new alliances
and struetares. One option would be the
ability to declare “enterprise ones™.
Foeerpeise zones could he used fora more
tlexible approach ro grantwhich is outlined
below. Perforimance standards could be
relaxed wallow variations in rents and
packages of services oftered. They could
alsrbe usedd as the basis for introducing the
ﬂcmhl\ll_\' mallocitions, vse of stock and
shorthold tenaneies propased in the Gireen
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Paper. This would allow RSLs to develop
nnovative approaches and gither 1o take on
the role of “social entreprencur” advoeated
by the Social Exclusion Unit Policy Action
‘Leant 16 reportor ro support others locally
indoing so.

he way the corporation uses its
Approved Develupment
Programume will be vital in ensuring
thitt RSLs are fully supported. The
comporation has made stgnificant and
welcome changes to the way itallocates the
ADE This should go further, including
mere flexible approach to Social Housing
Grrant in the “enterprise zones”, and this
needs to b seen as part of an approach
which encourages R5Ls 1o see investment
inwider terms than simply building
homes. The rescarch illustrated tharsome
RELsstill plice organisational eniphasis
on develapment rather than on overall
mvesrment and service delivery,
Onuapproach would be wo provide
revenue support to RSLs experiencing low
demand problems. T here are, however,
potential difficoltics in (his approach.
Gieneral revenue suppart could simply
beeome a prop 1o strogeling RSL, a blank
cheque for the corporation and
disincentive to tackiing underlving
problems. Funding needs to be targeted
ot supporting RSLs e he effective in
tackling the wider issues of lw demand,
and on the rationalisation of RS, activiiy.
We would therefore wish 1o see the
tollowing optioms being considered in
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areas ol low demand:

¥ Releasing restrictions on using SHG 1o
fund major repairs and improvements, and
for the development of asset management
strarevies, including meeting the costs of
demalition.

B Giving preater autonomy for RSLs 1o
use disposal proceeds w support areas of
low demand.

# Lunding non-housing physicsl
mvestrment in these areas,

b Making funding available to support
capacity building.

Our research has illusirated how far
many RSLs are being forced to fund
acuviries which go heyond traditional
housing management roles to deal wich
the problems of low demand. "This hasa
vansiderable costinitself, which will
tnurease if RSLs are to contribute lother
to providing the

UPpOIt services The way the corporation

and cross-service

approachrequired LISES [TS Appr(}ved

T MDST areas.

Alemeiocal - Development Programme
authorities to will be vital in ensuring that

spend 15 per cent

of their capital RSts are fU“y supported

reccipts moncy on

projects to suppor communities has been
highly effective. This flexibiliry has
allowed housing departments 10 deal with
issues arising trom their setivitics thatr
wonld otherwise be difficult to address.
The report therebyre recommends that
the corporation considers allowing
pereentage of the AP o be spent on

projeces diveetly supporting the
sustainabilicy of housing, for which RS1s
would bid.

Terachieve this the current objectives
for the ALP should be amended The
secomd objective “to contribuee o che
regeneraton ol deprived neighbourhoods
by helping ro fund the refurhishiment or
replacement of existing housing” should
be amended by adding *or measures to
supportits sustamahilin ™.

This reporthas highlighted rhe
importanee afproperly wrgeted housing
investmentin arresting the decline of the
areas worst alfecred hy changed patrerns
ol cconnmic activity, We are converned
that the nesds of areas of Low demand
might he underplayed within the ADD as a
whale as s result ol the corrent review of
the Housing Needs Indicator, Given the
scale of the diflerent needs within
difterent parts of the country, the current
level ol ADP natianally is insulTicient and
thercfore resources will inevitably be
stretched, Whilstthe vesrment needs of
high demand arcas are considerabic, it is
vital thata balance is striuek which
recagnises the danger of high demand
areas SllCl\']‘“E__‘,' in Tesenroes at thc C.\'pt:l'lst'
ol areas where different, bur equally
urgent, problems need to be addressed

MWark tupton is policy analyst al he Chartared
Ingtituie of Housing.

Sstalring succass — regisiorad socia andiords,
financiairish aned fov demandis availabie, prined
20 plus£1.50pép, from the mstitute Tel: 02476
Bo1752
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Answers 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.

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.

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.

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.

© UNISON RB.09.05 |
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Arficle 6: Left on their own
Introduction to Article 6

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

Questions 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?

© UNISON RB.09.05 |
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Left on their own

R Ly

Half of the poorest people in
Britain are home owners, yet
they get only 8 per cent of
government housing support.
ltis time to end
discrimination on the basis
of tenure, says Steve Wilcox

tis now widely recognised that home
ownership in the UK has diversified, and
that there is a sizeable minority of home
owners with low incomes. But the full
extent of low-income honie
ownership is not always apparent
freom analyses — and policies - that ure
predoninantly frumed within tenues,
Half the poor, 1 new repurt for the
Couneil of Mortgage Lenders (CML)
{ocuses insteac on the housing
charactenistics of low-income households,
and from this perspective shows the full
extent of low-income home ownership,
On average, home owners are better ofl
than lenanes, and only a a niinority ol
home owners have low incomes. But
hecause owner occupation is by far the
largest tenure, they constinre arouned a
Lalf o all poor houscholkls. The precise
figure varies depending on which
measure of poverty is applicd:
@ Tlowne owners wre 37 por cent of ull
households with o the Towest ineome
dedile (10 per centl when measured
helore housing costs, and 92 per cent
wlien measured after housing costs,
However, the NSS “alter howsing coses’
measure lails 1o take account of vwners’
spending on repairs, and so
underestimates their number,
® Owners make up S0 per cent of ull
houscholls with incames below income
support levels who are not claiming 15
@ Loww income owners nuike up 43 per
cent of all households with gross incomes
elow L3000 (1097798 ST They
comprise 62 per cent of the working, 49
per cent of the retired, and just 17 per
cent of the non-working liouseholds with
such low ineores.
@ 1lome-buying howscholds within the
lowest income quintile 20 per cent) have
housing costs amounting on average Lo +2
per cent of their net dispesable ncomes,
Stmidlurly, although a greater
proportion of private — and councll -
rented homes are in poor condiion, the
owner-accupivd sector ucconnts for the
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rgest portion ol ¢l homes in poor
condition. on a runge of indicators, OF
ltouseholds in the west income gquintile
(hefore housing costs) lome owners in
England (EHCS 1996) comprise :

@ 16 per cent of all honseholds in homes
with amienitics in need of modernisation
® i1 per cent of those in homes without
central or programniable Licating

@ 47 percent ol hose in poor housing,

The estimated cost ol urgent repairs
for home-owner households in the Toseest
income quintile wis £2.8 hillion in 1996 —
hall of the estimated cost of trgent
repairs requied For homes cecupicd by
low income hewsehalds il fenures.

Lenv-inconne home owners alsa
oveupy less cxpoensive homes, and have
lesss wquiity, than berter-of i owners.
Nunctheless, the average cguity held by
onners within the lewest three income
deciles i P99 was about £50,000.
However, levels of equity are also
strongly relited o age and location, s
weell gy income. Low-ineome omners
below vetitement age inthe north have
tar lower levels of eouily.

Muorcover, while there are a range of
eduity relese schemes avaikible 1o
enhance the mcomes of owners, these
are generally restricted 10 people well
abowve retirement e, hor have those
schemes proved to be widely attective,

hile most low-income households

still aspire to home ownership,

those aspirtions arc in sherp

contrast 10 the patterns of low
income houscholds enure mobilivy.
Over the three-year poriod [om 1995 o
1997 fust over 80000 low- income home
owrers noved out of home osnership,
iy as o result of repossession. Clearly,
lonwe-income home ownership is not
readily sustainable,

Creer the sime period just SOO00 Tow-
income households entereed husme
vwnership, including 20,000 whe cxercised
the tight 10 buy., Only one in live of those
entering henne ownershipy throwgh the right
1o buy and othier low cost ownership
schemoes have very low incomes (i the
lomvest i of all incomes ). Most hdave
nwderate or even high incomes.

The resalt is that, even during «
welatively bentgn period of eoonomic
growth and housing marker stability, and
the operation of policies designed o
prontole enlry into home ownership,
there wis an annual net exodus of some
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10,000 low income households from the
home owner seator, 5o the growth of
lorns-ineotne houschiolds s not a
conscquence of the diveet entry into the
seetor. Ruther it is the result of changes of
circumstances, such ws unemployment, ill
health, relationship breakdown or
retirement, that have reduced their
INComes

The overall level of financial support
tor owners fell sharply this April with the
abolition of motgage interest tax relietk,

The housing green paper now proposes to
abolish the means-tested scheme for home
improvement grants without putting any

national policy in its place

while owners continue o be exempt
from capital gains tx, the estimated value
of that exemption is lower than the vield
trom stanys duty. Moreover, hotsing
cauity nedees up about a quarter of the
total value of estates subject 1o
inheritance .

Expendifine on priviale sector
improvement grants has also fallen. Totl
wrant expencilure was just 53260 million n
1998 little more: than hall e level
achieved four yeurs carlier. The housing
LICCT pRpCr Now proposes to abolish the
imcans-testedd scheme for improvement
grants without putting any national policy
i 1es place, This is 0 stark conlrast w the
compitment — arl provision of increased
resources — to bring all social hiousing up to
a decent stancard over the coming decade,

The number of income support wnd
Joly seckers” allowanee claimants
receiving help with ticir mentgage costs
(ISMT) fell 1o 317,000 m 1999, from i
peak of 535,000 1 1993, 'This reflects
both the fall in unemployment over Lhe
period, and the time delays on eligibilily
{or LsMb introduced in Ooober 1995, The
CML and Association of Brtish Insurers
dare NOw promoting o mininwien standard
of mortgage payment policy nsurance
(MPPT. but Jess than o turd of all new
morigages are covered by such policies
Canck less than o (il of all montgages).

The annual cost of 1SV s new just
L8 rillicn down from £1.2 Billion), and
the average pavment in 1998 was £40.93
por week, This wis less than the average
housing benetit payment made o council
tenants in receipl of income support, wrd
fur fess than the averaee payinents made
o BSL and private tenants.

Allogether, annual support o low-
incomc home owners through TSMI and
Hnprovemnenn g snd low-cost homne
ownerslup scliciies wnounts (0 sonme
X1 billion, Suppaont 1o low neome tenants
through housing henelit anounes o
£11.2 hillion. In other words, while low-
income home owners sire hall the poor,
they get just & per cent of e benefits
This imbalance has been thresvn into
sharper focus wilh the ending of MIRAS

It the provision of cloios e housclolds
af all incomes is o cornerstone of policy,
then it would be similarly fogcal o expecr
policies 0 e tenure neutral, it not fo
respond positively o the evidence of
household aspirations in fvour of
ownership.

One objection o providing suppon (o
fosmies owners s that they are aequiring o
capital asset s well as
meeting their housing
neecds, Bur what is the
dilference between
provicling sUpport fo
low—incomue home
onvners who are
acgiring an assot dand providing support
1o low-income temarnts wheose rents ae
contributing o the acquisition costs of
their home by their lndlords?

I thie Fullness of e that eguity,
Liowever modest, will e reslisedd Thut for
the lifetime of the owner it is primarily tied
upr i prowviding o place of residence.
Equity release schemes bave not proved
attractive b many cldery owners,
andd,while the cwners continues o live in
thedr homes, thoere wre inherent linitations
tor the extent W which they can boost
incones. such schenies are of no pracricl
use 10 low mcome owners helow tor even
just above ) retirement age.

Attitucles 10 equily ownership
nemetheless underlic both the crude
exclusion af owners from the housing
benetil schoeme, and the very Tunied and
dizeretionary suppont [orthe cost of
repativs and improvemens. Rather than
Blanket tenure-driven pelicies rooled in
sgeneralised auitudes w lousing eouity,
policies need (o erngage inamore
specific debate about the approprinte
weannent of howusing equity, in o conest
that recognises both the practical wd
attitudinal constriints on ety relesdse,

In the long lerm, there is o strong case
tor the introduction of o tenurc-neutral
housing allowance scheme, bt shont
termn, steps i that direction could be taken
in @ numbor of ways, including the weldition
of a Nut-rate housing cost addition for
howusclioleds all terures, o the child andfor
cinglovnient credits that sl replice
working families tax credit in 2003 W

Steve Wilcon &s a profossor af the Conltre for
Hemsing Policy, Laeiversity of Yok
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Answers to Arficle 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.

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

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

A tenure-neutral housing allowance scheme.

© UNISON RB.09.05 |
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Article 7: Too much pressure
Introduction to Arlicle 7

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

Questions 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?

© UNISON RB.09.05 |
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Britain’s housing benefit system is in crisis, with hundreds of
thousands of claimants suffering intolerable delays. Over-
requlation, combined with shockingly poor levels of service and
disastrous local privatisations have conspired to push the
system to the point of collapse. Will the government now act?
Julian Blake reports

Too much
pressure

magine this scenario. Britain’s high
street banks suddenly cut all supplies
of money to everyone living in the city
of Edinburgh. They then follow that
up hy doing exactly the same thing
in Liverpool.

Unlikely? Not necessarily, Because this
is the exact cquivalent of the sort of
miscry inllicted by failures in the housing
henelit system over the past two vears, In
1998/99, according to new Departinent
of Social Security (1DSS) tigures, the
number of people whose new housing
benefit cluims ailed to be processed
within the statutory 14-day target was
529,000 ~ 23 per cent of the total und the
cguivalent of the population of
Eelinburgh. Last yvear, the ligure was even
worse, with 693,000 claims — 33 per cent
of the wotal — the population of Liverpool.

The scale of the ctisis in the £12
billion a year benefit —which accounts
lor one per cent of UK gross domestic
product - is staggering. Equally
staggering, it must be said, is the
government’s apparent complacency on
the issue.

The national crisis has been fuelled
by some very high-profile local
problems. In Hackney in November, the
Audit Commission delivered a damning
report on the council's administration of
the bencfit. Some 17,000 residents were
still wailing w receive housing benefit.
The council had ‘very serious financial
and service delivery problems” the
commission concluded. In flackney und
many other patts of the country, what
began as an administrative problem has
hecome a crisis for the whole system
and for the people it is supposed to help
—and even for landlords (see box),

The systern is in crisis nationally and
15 at risk of collapse.” Gwyncth Taylor,
housing policy ofticer at the Local
Government Association (LGA), told
ROOF. Locul authoritics across the
country are right on the edge’

Last July, the parliamentary social
security select committes delivered its
verdict: the systemn was unwicldy, over-
complicated and long overdue for
reform. Administration had 1o he a key
part of any wider reform agenda, MPs
suid. Without that, they said, reform “will
have lailed’. In September the locul
povernment ombudsman highlighted o
staggering 83 per cenl yeuar-on-year
increase in the number of complaints
received about housing benelit.

So what's been going on? 1s it the
failure of local autherities ke Hackney 1o
be able wr run thelr services properly?
This cannot be ruled out as a factor,
Some councils” performance on housing
benefit has been shamelul. The
ombudsman's report highlighted the fact
that just four councils - Lambeth,

© UNISON RB.09.05 |
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Hackney, Islington and Southwark —
accounted for over 60 per cent of
housing benefit complaints,

All four had outsourced their housing
benetit services — and were clearly
seeing no improvement overall. But to
place the blame at the door of a few
inner-London local authorities and their
contractors would be far too simplistic,
says the LGA. Their problems may be
great, but they do not explain the crisis
being faced across the country. Alter all,
the Audit Conymission has said that more
than four out of en tocal authorities are
providing a poor service.

sk most experts for their opinion on

tie single change that has led to the

huge rise in housing benefit delays

in the last two years andl they will
tell vou: the controversial *verification
[ramework” introduced by the DSS in
1998 1o tackle fraud in the system.

The framework sets out the
information that should be obtained by a
council before housing benedit is puid
out. It specifies what evidence is
acceptable o back up claims and the
checks that must be made during the life
of the claim. Atthe moment the
framework is a discretionary scheme,
atthough ministers are cager 1o ensure all
authorities sign up to i, As of May 2000,
245 local authorities had signed up w the
scheme, with another 164 claiming that
they hud set up systems that made them
compliant. Bach authority that signs up is
given [inancial support by the 1SS for
set-up and initia] running costs.

The reasen verification is such a
millsione around the necks of housing
benetit officers is that it introduces so

© UNISON RB.09.05 |
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many new checks und processes into
each claim. Benefit periods have 1o be
restricted for some groups of people —
mcaning thal reassessments have to take
pluce much more often. Councils are
also required to make visits to claimants
within a set period of time. This means
time taken out of the office thar could be
spent tidying up delays clsewhere. Far
maore documentation is also required
ahout income and their circumstances.
Finally, the system requires other cross-
checks, such as cross-referring with the
electoral register. A low more rigorous in
terms ol verilying an individual claim,
for sure, but altin all, 2 lot more
paperwork all round.

Burnley in Tancashire is one of the
authorities toy have gone through
verification. s benefits administration
spent most of 200040 2 mess. ‘Tt was

only when we introduced the framework
that we realised the ammount of work that
was involved, says Rob Asthury, bencfits
manager al Burnley borough couneil.
‘The number of relephone calls shot up
dramatically. Onc day we were handling
50 calls, then the next it seemed like we
were handling 300. Added to that, the
new verification rules meant that so
many more people were coming into the
office. Our workload went through the
roof. Within a few weeks we saw our
perdormance on housing benefit
plummeting.’

The number of new claims Burnley
processed within 14 days fell from
around 85 per cent 1o just 35 per cent. Te
wasn't just the verification framework
Astbury says, ‘but there’s no doubt that
verification was a big part of our extra
workload. The trouble is, once you — »

ASSOCIATIONS SET TO TAKE ON VERIFICATION

Housing associations look set to 1ake on verification of their tenants’ housing benefit claims,
as a way of easing the pressure on heleaguered local authorities.

Associafions are losing £84 million a year because cf the chaos in administration, according
to a survey this autumn by the National Housing Federation (NHF). The survey found that
each association was owed, on average, £210,000 in lost benefits and was losing an
average £47 000 a year in lost interest. Much of this will never be recovered.

The NHF campaign may have worked. The DSS is considering pilots from Agril, with
assaciations verifying claims at arrm's-length in conjunction with the benefits fraud inspectorate.
Associations surveyed had complained that the ¢risis was costing them in terms of officar
time and bad debts. ‘It is almost impossible to meet arrears targets when B0 per cent of the
arrears are affributable to third-party inefficiency,’ said one respondent.

The NHF said its members were suffering a two per cent shorttall in rental income thanks
to late or non-payment by local authorities, It pointed to over-complications in the system,
four-week arrears paymeants and the verification framework.

In saparate research in October, associations were found to be withdrawing from the
provision of temporary housing because of the crisis. The benefit system had greatly

increased the risks associations were taking.

The result, warned West Hampstead housing association, was that local authorities would
again turn to unsuitable and costly bad and breakfast accommodation for homeless families.
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‘Feeble and complacent’

That's how Archy Kirkwood MP, chair of the social security
select committee, describes the government’s attitude

ousing benefit is arguably the

higgest social policy failure of Tony

Blair's government and the

departmental response (o the
social security sclect committee’s report
on it confirms my suspicion that ministers
have no jdea of what 1o do next.

No-one doubts that reform will be
difficult, but no-one involved in the
current scheme doubts thae it is already
in a state of collapse, is failing claimants,
is a hurdle to work, is dragging councils
into administrative chaos, and is
providing opportunities for fraud on an
unacceptable scale.

‘The tone of the departimental
response 10 positive short- and long-lerm
suggestions made as a result of the
comrnittee’s housing benefit inquiry was
hoth feeble and complacent, We were
accused by the deparament of ignoring
‘very significant advances which continue
te be made in improving service
delivery”.

In fact, most of the government's
‘tmprovements’ were seen by local
aulhorities as part of a wider problem of
the frequency with which changes to the
system are made
and the lack of
notice that

authorities are given - of the worst Kind of civil
service platitudes’

to plan for change.
The comimittee
called for greater self-discipline and
legislative stability to allow councils tw
concentrate on getting the service right,
The government’s response is nothing
more than a series of the worst kind of
civil service platitudes of the Yes Mindster
‘every effort is made © consult” variety.

No-one in Westalinster is expecting
any substantive announcement 1o take
the policy agenda forward until atter the
next election. There may be a number of
minor statements about bits of the future
agenda, but the paralysis at the heart of
government in the area of housing
benefit reform looks set to remain. Sadly,
that means the current system will stay in
place for at least another two or three
years and the misery for the claimants
served by the current rules set 1o
contipue.

Without any further delay we should
introduce a serics of shon-term
improvements to the existing scheme.
simplification is both possible and

© UNISON RB.09.05 |

‘The government’s response
is nothing more than a series houscholds in low-

desirable. For example, making awards
for fixed periods of thue, simplifying the
non-dependant deduction rules and the
rent limit schemes, are typical of the
kinds of arcas in which early progress
could be made. T cannet understand
why, for example, the four-week
transitional continuation of housing
benefi for households coming off
income support should not immediaiely
be extended to eight or 12 weeks. Such
an extension would provide a realistic
bridge for households moving into low-
paid work, many of whom face more
than 12-week delays in reassessing their
entitlement.

Of course, some of these changes
would cost money and some of them
would require either primary or
secondary legislative change, But it surely
must be possible for ministers faced with
relatively favourable circumstances to be
bolder in tackling this fundamental issue
which affects so many disadvantaged
households. There is, for example, an
unanswerable case for uprating earnings
disregards to restore them to 1988 values,
The failure (o uprate reduces the value of
housing benefie in
real terms for

paid work and
diminishes the
miarging between
the incomes of households in and out of
work, Tt would reinforce the message that
work pays if the government announced
the restoration and annual uprating of
earnings disregards in the same way as
other benefits are.increased annually.
The tone of the deparimental
response to this and other
recommendations made by the
committee suggests that the government
has not propetly recognised that housing
benefit is floating rapidly up the political
agenda as an issue demanding wrgent
attention and fundamental reform. ¥
long-term changes are proving difficulr, .
then the government should come
forward and adimit that it is not going to
happen itmediately. It should then bring
forward significant simplifications which
wauld provide ektra resovrées to enablé
the system to be administered in a more
coherent manner until such tirrie #s the
longer-term policy changes can be
developed and imiplemiented. W

- have o huddog, its dilficul to break
the cyele without bringing in cxua
staff.

Which, last sununer, is exactly what
Burnley needed to do to rescue its
bencfit service. The staft complement
shotup from 23 1o 41 and seemed 1o do
the trick. Between 70 and 73 per cent of
claims are now processed within the 14-
dav limit, with an average turnaround
time of 22-23 days.

Like other councils that signed up Lo
the franework, Burnley took financial
help from the DSS to aid set-up. But
Astley says ‘the amount the council
received was nol even close w the
money we needed o spend on extra
staff, It was quite a large financial
investment and it would certainly have
aclded 1o the counai! tax here!

ver since the introduction of the

framework, the LGA has heen

lobbying for change. Although

endorsed the principle of
verification — 10 help squeeze frawd our
of the system — it has SCrious misgivings
about the (ramework’s financial straciure
and the processes involved.

This summer the LGA {inally sceured
concessions. The DSS has siarted o
review which is apparcntly nearly
complete. Under pressuze, it has also
miade some additional money avalable
through the subsidy svstem Lo case the
financial costs 1o authorilics ntroducing
veritication. Noi out of the bureaucratic
woods yet by a long way, hut mayle,
just mavbe, starting 1o find a way.

Bur to explain away the continuing crisis
in the housing benelit system by pointing
to the vertlication frnimework would really
miss e point. Verification can offer only
part of an explanation. It is symplomatic
of something much more fundamenral:
housing benefit's incredible complexity
and the constant piccemenl change being
dictated from the Lop.

The cugrent systerm is there by
historical accident rather than design. I
has developed since 1948, when housing
help was included in the ariginal
national assistance scheme, Tn 1972, rent
rehates were introduced to help council
tenans, then in 1973 the paralke! rent
allowunee scheme came forward for
private and housing association tenants.

Integration of the rebate and
allowance scheme tinally came in 1983,
but not belore a whole raft of regulations
had been established. Sinee 1988, the
systent has remiained hundamentally
unchanged, but has evolved through a
serics of NSS regulations and cireulurs,
Which is where we are today.

For Gwyneth Taylor, the biggest single
explanation for the crisis is that the endre
scheme has become so complicated.
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“I'here have been se many changes
made by the 188, she savs. ‘Tn tie past
year alone the DSS issued 81 circulars on
lousing benefit, most of which require
guidance notes, softwaure changes and
new forms to be issucd by lacal
authorities. And, as well as the constunt
drip-crip of miner changes, there arc
major changes being introduced — 1k
the verification framework — without
enough notification. Coundils just aren’t
heing given the time 1o fmplement
then.”

The TGA and others have long been
campaigning to make the entire system
more simple to administer. They
welcomed the apportunily tat was
offered by the DSS in 1998 o stimplify the
scheme. The ssimplification and
improvement project appeared to offer u
real chance w sort things out. The:
government is making moves towards
ending duplication ut the claimant end of
the system. It is developing proposals for
a new mtegrated claims process, as pat
of its so-called “working age services
mademisation project. That proposal
involves information being gathercd over
the phone by DSS staff, verilied, and then
translerred electranically 1o local
authorities for processing und payment
The most up-o-date tuget tme for full
implementaiion is March 2003,

Bur the pace of
the simplification
provect hus been
puinfully slow.
There wis 4 Lot of
work done on

‘One day we were handling
50 calls, then the next it
seemed like we were
handling 500. Our workload

HFFS.108: Perspectives on Current Issues

acknowledge the very significant
advances that continue to be made in
improving service delivery.” it said.
‘History shows that in this area it s far
more important to get it right than w
rush into ill-conceived, poorly planned
refarms. The priorily must be 1o ensure
that people on low incomes receive the
help they necd for a decent home” The
answer 10 the more long-term issucs
would come ‘in due course’, with the
SOVEIICNL's 1€action Lo its housing
green paper cansultation,

A parlfamentary answer given in
Novembur by social security minisier
Angela Tagle seemed to contirm that the
government regarded council perlor-
mance as the problem — rather than the
complexity of the system itself, i

She said the 188 was determined’ 1o ¢
secure improvements in administration
and had already introduced measures
such as best value performance
indicators, un inspection programme by
the benefit fraud inspectorate and bener
use of I "We have made It abundantdy
clear to all Tocal authonty chief
executives thal where the inspectorate
finds cvidence of persistent tailings, We
will use our powers 1o dircet the
authority 4s to the improved standards ir
is ta attain and the timescales for
achieving them.’

But many remain
sceptical about the
ability of best value,
backed up by a
toughened-up
inspection process

simplificarion. but went through the roof. ;1]r1cll implro\-’ed T”lr, oo
things have not . deal with something 2
beerg; Ladeen {orward, Within a few weeks our much meore ¢ g
sys Gwyneth peﬁormance plummeted’ fundamental: a =
Taylor, “We believe system that is

this is primarily to do with the short-term drowning in paperwork and regulation,
cost of making the necessary changes Anid, after all. hest value may deliver

The simplification project is starting o many things, but less paperwork is not
look like a4 missed opportunity.” necessarily one of them.

Camputigners pushed for some Fxusperated campaigners wrote o the
specific clanges to the rules on housing governmenr in November in an atlempt
henefit to make lite easier for the people o get things moving on simplilying the
that administer it and the people systenm, A joint lefter Lo soctal security
claiming it. Sheller, for instance, has sceretary Alistair Darling from the LGA,
been pressing lor [ixed benefit periods, CIH. Shelier and the National Housiny
where reassessments of  claimant’s Federution called for urgent talks un the
circumstances are made onee every six crisis. The leter calked for switl action on
months. Ang the Chartered Institute of the DSS management of the whole
Housing argues thal “carnings distegards’  scheme, on funding for administrative
(e maximum anyone can earn before it clanges nchading the verilication
attects benefir entitlement) should be frumework and for changes to the miles
doubled - dramatically reducing the to reduce administration.
administration involved in reassessing Essentially the four organisations
incliviclual claims. were looking to the DSS to take some

Both of these proposals were put responsibility {or sorting out changes to
Forward by the social seeurity select the scheme, ‘lmmediate acdon must be
conunittee in its Tuly report, But the taken, they said. i

4

government's response was decidedly
saiffy. “The report does not tully
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History, it has wo be said, is not on
their side. ®

Verification: buresutralic nightmare

Simplitication: not much 5o tar

Improvement: you'ne joking
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Answers to Article 7

1.
2.

33% in 1999/2000.

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.

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

The government did not respond as campaigners hoped.
They suggested that poor council performance was the
major cause and resisted pleas for urgent action.

© UNISON RB.09.05 |
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Article 8: No, minister
Introduction to Arlicle 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 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?

What alternative does he propose?

4. What benefits does he think this would bring?

© UNISON RB.09.05 |
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i

National Strategy for Neighbourhood Rehewal and the

Urban White Paper promise to deal with many of the
problems of the last 20 years. Propesals to restructure the rent
regime could jeopardise all of that.

No-one could reasonably disagree with the objectives. Of
course it's a good idea to encourage affordable rents. It sounds like
an excellent plan to give some coherence to the housing
association and local authority market by introducing the concept
of convergence — reducing the gap between rents charged by
coungils and RSLs. There is no doubt that, if we were starting from
scratch, a planned approach could achieve all this. But the
problem is that where we are; a myriad of differential rents based
on a variely of financial regimes is already with us.

For exampie, the Government proposal that rents should be set
according to regional averages, completely disregards local markets.
We all know that private rents and property prices vary dramatically
in very small geographical areas throughout the country. The market
does not respect geography and at present regional averages
produce, for many associations, both increases and raductions
which cannot be justified. For those of us operating in areas of
modest demand, it could push up our remts by up to £10 per week
ahead of the private rented sector —not a goed business propaosition.

The mix of local earnings and capital vaiues looks interesting in
principle, but leads to anomalies in practice because of the ‘one
size fits ali’ formula. Do we really want rents to rise in some parts
of London where they are already unaffordable? Do we really wish
o see rents in, for example, parts of the north, Midlands and south
west, going down tc levels which social landlords would find
financially unsustainable?

Convergence between local authority and housing association
rents is right in principle but for much of the country, it could be very
difficult in practice. This is because of the different financing regimes

¢, what is the biggest issue exercising the sactor at the
moment? Well it's rent, of course. Because although the
future for housing looks brighter - the Green Paper,

No, minister

under which the properties were built. A council, which built its
properties 30 or 40 years ago, will have much lower costs and
therefore lower rents than, say, a black and minority ethnic (BME}
housing association which has borrowed private finance to build in
the last few years. It will take years to bridge the gap — which might
be as much as 50 per cent - and it is questionable whether it is
desirable if it is assumed that the asscciation property built to
modern standards is more popular. It would clearly be impossible to
reduce the rent of the BME property to locat authority levels without
considerable public subsidy via revenue grants — and none of us
wishes to return to the days of revenue deficit grant or similar.

The propaosal for an RPl + 0 per cent regime in terms of rent
increases for housing associations is also part of the mechanism
for keeping rents down. There is always scope for efficiency
improvements. But plans to impose the new regime over a 10-year
period suggests a Government belief that there's a lot of
sloppinass within UK RSLs. Either that, or it expects some very
severe cuts to be made, leading inevitably to service level
reductions.

The problem is aggravated by the fact that associations really
only have two major areas of spend — salaries and maintenance.
The former, in line with the rest of the economy over the last 50
years, tend 1o go up by RPI + 1-2 per cent. The latter, being a mix
of wages and material costs, usually exceeds RPI, too.

Indeed, if the proposed 200,000 unit transfer from local
authorities goes ahead, the pressure on the building industry will
be enormous and it is likely that costs of contractors will increase.
The creation of senior and middle management jobs as a result of
the transfer programme, and the general spotlight on urban
renewal, will also put pressure on costs. In the wider market, an
increase in demand usually means an increase in cost pressures
and there is no reason why the housing sector should be different.

Attempts to cut back on the major area of expenditure — housing
management — will be inhibited by the cost of collecting housing
benefit. There are no obvious signs of this huge problem being
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37




HFFS.108: Perspectives on Current Issues

Proposals for rent reform are well-intentioned. But in practice,
they’ll put wider plans for regeneration and improved housing
services under threat, says Malcolm Levi

solved and, in order to maintain cashflow, associations have no
option but to increase the resources available. The danger is that
cuts will be made in maintenance and major repair programmes
and social inclusion initiatives.

We are all aware of the problems local authorities face as a
result of many years of under spending on maintenance and major
repairs. To be competitive and to provide attractive homes where
tenants wish to live, properties must not only he kept in good
repair, but must be modermised. This means expendiiure on
bathrooms, kitchens and the surraunding environment, particularly
on older housing stock. It cannct be sensible to cut back in this
key area which, as every tenant survey shows, is vital to the
satisfaction of our tenants.

Many associations operate on estates which fall into the classic
definition of social exclusion — mass unemployment, high crime,
poor education, serious drug preblems, poor health and general
despair. They spend considerable sums on a whole range of initia-
tives which have been much encouraged over the past few years
by the Housing Corporation, and which took on a particular
impetus after the Prime Minister defined social exclusion while
visiting the Ayleshury estate in south London just after the election.

It is true that we are getting better at bringing in money from
ather sources, notably Europe, SREB. But inevitably, a considerable
sum is invested from associations' own resources. The minister
has a peoint when he says that the rents of poor people should not
be used for these purposes. But unfortunately we cannot rely con
others at the present time to provide the funding or, better still,
render these initiatives unnecessary because of the success of
education and crime and drug prevention programmes, and
employment generation. Until that happens, we have no option but
to invest our own funds. If we do net, the fragile successes will
guickly turn to failures, veids will increase, and management
difficulties will reappear. The cycle of decline will kick in.

Lastly, but of great importance, rent reductions and a 10 ysar
RPl + O per cent regime reduce income and cash flow. As

businasses, albeit with a social purpose, we have tc manage our
financial affairs and honour our loan covenants. In this context,
cash flow is king, and we forget it at our peril.

So what s the alternative? Well, 1 believe it should be a refined
Housing Corperation rent-influencing regime.  This should set
ranges for particular property types, in particular areas, based on
local market conditions — and taking into account a combination of
quality and location. For example, the rent for a two-bed flat in a
particular area might reasonably be £50-60 per week with a
differential due to a whole variety of issues but — principally, quality
and location; as is the case with the private sector. Qutlier rents -
eg £65 per week — must reduce gquickly to the top of the range.

While convergence between local authorities and housing assoc-
iation rents should be encouraged. we must accept that in many
areas, due to different financing systems, it is simply not possible,
and a compremise position should be reached. Again, this could be
dealt with under the Housing Corporation’s regulatory regime.

While there might be some merit in an initial period of RPl + 0
per cerit for rent increases, it would be more sensible and realistic
to use the average earnings index given the nature of housing
association costs.

This approach would improve affordability, deal with
inefficiencies, help with convergence, and allow associations to
make a major contribution to the raft of welcome policy initiatives
coming from Government. i is hard to see how the majority of
associations could direct their proven skills to regeneration
initiatives, stock transfers ete if the Green Paper proposals are not
amended radically, Put simply, we will become risk-averse. Some
rmight encounter very severe viability problems; mare will have to
reduce service levels after a few years of RP| + 0 per cent and
reducing income and cash flow. The objectives are right, but the
minister should consider alternative ways of achieving them. ¢

Malcolm Levi is chief executive of Home Group, one of the
country’s fargest housing associations
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Answers to Arficle 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.

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

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

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.
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Article 9: The long and winding road

Introduction 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 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?

What type of reform is proposed to social landlord finance?

4. What ‘health warning’ does the author give?

[0 unson —rsosos I 5]




The institute of Public Policy
Research inquiry into social
housing’s future steps up a
gear with a report outlining
landlords’ views and
groundbreaking proposals
for funding the sector.

Sue Regan reports
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Wihe talk of an acceleraied stock

transfer programme and a hasty

demise of council housing is

obscuring a lar more

fundamental and necessary
debate. Continued transfers may be ane
means to a desired end, but let’s work oul
what the “end’ should be, and then assess 1he
best way of gelting there,

This is the approach that the Institute for
Public Policy Research policy forum on the
future of social housing has adopred.

Ifwe fail to take this long term
perspective, and fail to look at the
consequences of today’s palicy reforms, we
will only succeed in ending up somewlere
N0 0NE wants ta be.

Last August, the IPPR forum issucd o
consullation paper seeking the views of
evervone in and around the housing world on
the luture of social housing.

A wide range of responises was received.
They prove an interesting read, and shed a
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bright light when debating the long term
future of the sector,

"This week the IPPR is also publishing a
discussion paper by Professor Jobn Hills of the
London School of liconomics.

Rewventing social housing finance sets out a
clear analysis of where we are today, and
suygests some far-sighted and progressive
proposals that the forum will be debating in
the coming months.

A clear theme emerging from the
consultation responses is a need to look
beyond today’s problems and to sel out a lany
term vision for social housing, A range of
attribules for a new vision were pul forward,

Critically, they describe a sector which is
part of a bigeer picture of all housing —a
holistic approach which looks at the provision
of affordable housing across all tenures.

soctal housing is eriticised for being insular
in the past, for not fully exploring the world
arcund it and therefore not recognising that
the world has changed.
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‘I'his led respondents to set out a future
sector that anticipates demographic, sociat and
economic change and maltches its services and
products to the needs and preferences of
households. A better understanding of local
housing markets, and the customers within
them, and more effective strategic direction
were a couple of the suggestions lor taking us
towards this goal.

Respondents also felt that new structures
are neaded for the 215t century. These might
include a revised structure for housing
associations and an arm’s-length local
autharity corporation.

Both should have housing at the core bat be
able to operate flexibly as regeneration, social
care o1 community development agencies.

Another streng theme Lo emerge was the
need to redefine the objectives of social
housing, and to make explicit a key objective
of ensuring housing contributes to successlul
communitics. Placing a responsihility on
providers and planners to house people with a

© UNISON RB.09.05
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view to the long term future of the
sustainability of those communities might
then be needed.

The need to create and sustain communities
and areas, which include a secial mix, isa
driver behind some of the ideas in the paper by
Professor Hills,

He suggests that a different range of
instruments for suppotting people’s housing
may now be appropriate. A clear analysis of
the problems of where we are today leads to a
series of practical and cohesive reform
proposals which are giving the IPPR forum
plenty of food for thought,

'The paper recognises the current
polarisation of the choices which people can
make in their housing decisions. The rigidity
of a system where, for example, the anly way
lo get into the housing market is to buya
whole property is exposed, and an expanded
strategy for a range of housing choices
suggested.

The aim would be to give choices which are
less sharply differentiated between tenures
and locations, Equity stakes, equity release
and ‘housing bonds’ arc some of the teols
suggested 10 increase cheice and to help
cantribute to mixed communities.

Foremost in the praposals is the need to
tackle the bewildering and conflicting
principles underlying the levels of social rents.

Currently tenants pay different amounts for
the same thing and also have no means of
using rents to assess the relative efficiency of
landlords.

'I'he paper sets out a framework for reform
to create a consistent relationship between
rents and services across housing,

This involves setting rents to cover
management and maintenance, major repairs
and a percentage of capital value. The paper
suggests this percentage conld be a fixed
amount across the country up to, say, the
avcrage social housing property value, but
with a lower return expected on values above
this.

T'his ‘kink’ in the relationship between rents
and valucs would avoid very high rents in high
value arcas, with their damaging
consequences for the poverty and
unemployment traps. It also helps achieve the
aims of creating a social mix and avoiding
polarisation.

The paper recognises that the choices
people have in the social rented sector are far
more restricted than for the majority of the
population.

A move away from the current food parcel’
approach — vou get whal you're given ~ is
proposed. This invelves giving people more
choice over their housing and allowing them
to make trade-ofts between costs and the
quality or location of housiong.

Mare radically, the paper considers the

reintroduction of shopping incentives’ is a
carollary of more choice. At the more modest
end, it is suggested this could involve fixing
benefit for a period, rather than changing it
every time circumstances change.

Mare far-reaching would be & move towards
asignificant national flat rate element in
benefit rates, with a locally varying percenlage
of actual rent used to calculate benefit.

The paper sees this as the best means of
achieving effective shopping incentives, whilst
ensuring that people in high cost areas reccive
higher benefit rates.

Sensibly these changes are seen as partof a
long term pracess, which would allew for
tenants to adjust and practice to be revised as
experience of the changes grows,

Linked to these propasals is the need for
reform to sucial landlord finances and a focus
on financial structures which help underpin
resident empowerment.

The paper suggests more local budgeting for
day-to-day services, and setting clear and
consistent guidelines on expected costs for the
social rented sector.

A method for moving the financial
structures of all kinds of social landlords onto
the same footing is explored.

This means moving tocal autherity housing
onto a financial basis which looks much more
like the current structure for housing
associations. The paper suggests that this
could be done through a series of stage for all
councils, rather than only applying to those
which opt for immediate outright transter of
their stock.

The aims of Professor Hills' proposals
resonate with many of the views expressed in
the consultation responses on the direction of
where sacial housing should be going,

it is relatively easy to support a long-term
objective to create more mixed communities
that enhances tenant voice and influence. It
seems straightforward Lo agree that reforms
are needed to create coherence in social rent
structures and to reduce polarisation in
housing choices.

But the reforms to achieve these objectives
will all require significant upheavel, and may
have consequences that are not fully desirable.

We must be sure that we fully explore the
implications of the emerging proposals, and
the implications of doing nothing.

An interesting debate awaits us.

Sue Regan is senior research fellow in
social policy at the Institute for Public Policy
Research, and has responsibility for the
forum on the future of social housing

Reinventing Social Housing Financeby John
Hills and Social Housing in the 215t Century
— Your Views by Sue Regan are available from
Central Books on 0181 986 5488
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Answers to Arficle 9

Equity stakes, equity release and ‘housing bonds.’

By setting rents to cover management and maintenance,
major repairs and a percentage of capital value.

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.

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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