Introduction

Without a third major council house building programme government has no chance of meeting housing need or the target of three million new homes.

Faced with huge demand for housing; a private sector that has failed to deliver and is now mothballing development of new homes; a credit crunch, growing negative equity and rising repossessions; and an economy heading for recession the case for investing in first class council (public) housing is stronger than ever.

Housing Minister Iain Wright admitted “house builders will not be building, certainly in the short term” (Inside Housing, 2 May 2008). Meeting housing need now depends on government dropping its dogmatic opposition to investing in first class council housing.

If people want to be home owners or prefer a Housing Association home that should of course be their right. But 2.5 million existing council tenants should not be blackmailed to accept privatisation. Since council housing is cheaper to build, manage and maintain than the alternatives, it makes both political and economic sense to use public land and public investment to provide a third generation of first class council housing. Lower council rents and secure tenancies are rightly highly valued by existing and prospective tenants (see pages 22-24) and cost far less in Housing Benefit than other tenures.

A level playing field and the ‘Fourth Option’ of direct investment would enable councils to improve existing and build a new generation of first class council housing.

It would tackle housing need today and by stopping the robbery, secure a sustainable financial framework for the future.

Many predicted the ‘end of council housing’ back in 2000. The new Labour government had determined to continue the Tory strategy of privatising council housing and their first Housing Green Paper included a target of transferring 200,000 homes a year over ten years.

But council housing is still very much alive and kicking, if depleted and under resourced. Broad united resistance has frustrated government plans. The ‘run it down then sell it off’ policy hasn’t worked as they hoped.
Our campaigning and the stalemate this has produced has finally forced Ministers to announce a review of the HRA system (see page 15). That doesn’t mean they are ready to concede the ‘Fourth Option’ tenants, trade unionists, councillors and MPs have been demanding. But it does show that they are under massive pressure to do so and secure a long term future for council housing.

A million homes have been privatised after unparalleled bullying of tenants to trade secure tenancies and lower rents for a new kitchen and bathroom. Housing Minister Iain Wright now admits there’s been a democratic deficit and says he accepts the need for a new code of practice. So much for the charade of ‘choice’!

But there are still 2.5 million tenants and with supporters amongst trade unionists, councillors, MPs and others we’ve built a formidable alliance demanding the ‘Fourth Option’ for council housing: direct investment as an alternative to the private housing market.

The campaign has broad cross party support amongst MPs and councillors. Three consecutive Labour Party conferences have backed the campaign’s demands and a fourth defeat was avoided in 2007 only by avoiding a vote. The issue is due to be debated again in September 2008 and individual party members and affiliated unions have an opportunity to submit amendments to the Policy Commission draft document (see page 34). The TUC and most trade unions back the campaign’s demands too.

The financial case for investing in council housing is clear. It is cheaper for local authorities to build, manage and maintain council homes than the alternatives. A big council house building programme can provide secure homes at lower rents with an accountable landlord for the 1.67 million households on council housing waiting lists and others in housing need.

The reason tenants and trade unionists stand by the core principles of democratically elected local authorities providing housing is real and practical. Loose use of the terms ‘social’ or ‘affordable’ housing cannot disguise the distinctions. The reason so many council tenants have rejected transfer to a housing association is that they value their secure tenancy, lower rents and greater scope to hold their landlord to account. These are very real advantages (see pages 22-26).

It is therefore outrageous that government still refuses to allow councils to bid for Social Housing Grant (SHG) and build new council homes on a ‘level playing field’ with other landlords. Ministers say councils setting up ALMOs (arms length companies) or SPVs (special purpose vehicles) can get Social Housing Grant but their homes will have lesser ‘assured’ tenancies and higher RSL rents. It is discrimination against council housing driven by pure dogma since all SHG is public money!

The official ‘Impact Assessment’ of the Housing and Regeneration Bill now going through Parliament admits this will mean a limit of around 2,500 new council homes a year. This is far short of what Gordon Brown suggested last summer when he told a sea of delegates waving DCH’s ‘Fourth Option’ hands at the Amicus trade union conference, “I cannot promise to implement the fourth option on council housing today [a demand from the Defend Council Housing group for the last six years] but what I will tell you is that councils will be allowed to build homes again.” (Guardian Unlimited, 18 June 2007).

Privatisation of council housing is deeply unpopular. Tenant No votes were followed by changing political control in local elections (e.g. Birmingham, Sheffield, Camden, Edinburgh, Brighton). The Daily Mirror warned “The council house shortage could cost Labour dozens of seats at the next General Election” (Labour risk poll backlash on homes, Daily Mirror, 20 June 2007).

The report that “Mr Brown has an ‘open mind’ about the fourth option for  council housing, as an alternative to transfer, arm’s-length management and the private finance initiative” (Inside Housing, 8 June 2007) and press coverage that all six Labour Party deputy leadership candidates supported the

‘Fourth Option’ for council housing shows that this campaign is hitting the target.

In December 2007 Yvette Cooper, recently promoted to Housing Minister attending Cabinet, announced a review of the HRA subsidy system whose purpose is to create a “sustainable long-term future for council housing” (see page 15). We are promised an interim report that will feed into the 2009 subsidy determination (setting the level of allowances for each local authority) but major changes will not take place until the next Comprehensive Spending Review (2010).

But the report in March from the Government’s ‘opt out’ pilot shows councils face an untenable 43% shortfall in funding to manage, maintain and repair homes over the next 30 years. This massive gap must be filled by ring-fencing all the income from tenants rents and capital receipts to fully fund Management & Maintenance and Major Repairs allowances. The pilot investigated councils leaving the national HRA.

It showed the risks are massive but it does not mean that government has necessarily given up on the idea (see page 15).

In 2002 government, faced with tenants in most major authorities refusing to accept stock transfer, was prepared to offer extra public investment in order to bribe councillors and tenants into accepting arms length management organisations (ALMOs). This contradicted the argument they had defended since 1997 that additional public borrowing was impossible because it would contravene the Chancellors’ golden rule.

DCH argued that ALMO was a two-stage strategy to privatise council housing with the deliberate aim of undermining growing demands for direct investment. We predicted that once the additional money was spent there would be moves to take the ALMOs into the private sector or stock transfer their homes.

We understood why some tenants and councillors felt unable to ‘hang on’ and took what they considered was a pragmatic decision to go ALMO. Many accepted the promise that they could return to direct council management once the Decent Homes money had been spent. But our predictions are coming true. Gwyneth Taylor of the National Federation of ALMOs, now arrogantly claims, “The argument that ALMOs were set up for decent homes and should go back to their council has been knocked on the head” (Inside Housing, 25 April 2008).

The common interest uniting tenants in authorities directly retaining their homes and those with ALMOs: long term funding to secure the future for first class council housing, are enabling us to overcome divisions that ALMOs created. The council housing family is reuniting with a renewed determination to stop the robbery and rebuild and reinvigorate the independent tenants movement (see page 32).

The danger is that government will try and exploit opposition from councillors and tenants to negative subsidy and demands that councils should be able to retain all their rental income and capital receipts, to break up the national council housing sector.

This would allow them to encourage individual ALMOs and ‘opted out’ councils towards stock transfer or joint venture companies or some other new form (see page 15).

Delaying a new housing finance regime allows government to try another round of bullying and blackmailing tenants to accept privatisation (Housing Minister Iain Wright at a meeting on 30 April denied this was their intention, saying “I won’t say ‘hang on’ but local authorities will know full well the point of this review.” Let DCH know what your council is proposing).

Alongside the financial obsession with private versus public, there’s also a big push – influenced by the neo liberal arguments that council housing increases dependency – to ‘encourage’ tenants into home ownership by the introduction of means testing or time limited tenancies.
Ruth Kelly, then Secretary of State, used a Fabian Society lecture in February 2006 to prompt Professor John Hills to make such recommendations in his report on the ‘Role of Social Housing’. To his credit he refused, and said at his report launch: “if you came with the impression that I was going to be recommending the ending of security of tenure, or that tenants if they’re lucky enough to improve their circumstances will be thrown out of their homes, then you’re going to be disappointed”.

Yvette Cooper promised last year that these ideas had been knocked on the head but they appeared again as clause 67c in the Housing and Regeneration Bill proposing allocations based on “eligibility designed to ensure that it is occupied by people who cannot afford to buy or rent at a market rate”. Ministers were clearly shocked by the scale of opposition and have since introduced an amendment that changes the criteria from low income to ‘housing need’. This still undermines the council housing as a tenure of choice and the scope for new allocations returning council estates to the mixed communities they used to be.

And almost a year after Ruth Kelly’s lecture the new Housing Minister Caroline Flint chose the Fabian Society to make almost the same speech provoking outrage when she proposed ‘commitment contracts’ for council tenants.

The fact is that many can’t afford or don’t want the financial burden and insecurity of home ownership and positively choose to rent. Talk of ‘shares’ and ‘staircasing’ into home ownership shows an impractical ideological obsession. Paying a mortgage and rent – along carrying full responsibility for repairs – is according to Shelter’s Roof magazine the least economic form of tenure, even if massive public subsidies are poured in. Despite endless re-launched and new schemes these are an expensive failure.
