ALMOs (Arms Length Management Organisations) were thought up to try and get around opposition from tenants to stock transfer. Setting up a new private company, re-branding council housing and putting as much distance as possible between the new company and the council, make it much easier to get privatisation through in the end. That’s why we call ALMOs ‘two-stage’ privatisation.

The big bribe is extra government money. But the obvious question is if the government has extra money to improve our homes why not give it to local authorities direct – what tenants want – unless, of course, the real agenda is privatisation?

If you don’t want privatisation – don’t take the first step!

There are two main reasons to oppose an Arms Length Management Organisation (ALMO).

It means the loss of our democratic rights, as the management of our homes is transferred into a separate company. Tenants will have no more say in ALMOs than they do in RSLs - all the same criticisms on tenants power, accountability and the problems of a separate company apply (see centre pages). 

More importantly there is the risk, now a very real one - as we predicted from the start, that an ALMO will lead to privatisation at a later stage.

ALMOs: first step to privatisation

The government wants to sell off our homes, but it has been struggling to do so because of massive opposition from tenants. That's why they came up with Arms Length Management Organisations (ALMOs) - a soft option or 'halfway house' which would get tenants used to the idea of a separate company managing their homes, after which it would be politically and organisationally much easier to privatise the lot at a second stage.

Councils denied this vigorously. Many faithfully promising their tenants that there would never be a change of the ALMO formula, and that if anything went wrong they would take the homes straight back. Some promised their tenants that once the 5-year contract was up and the ALMO had met the Decent Homes Standard, that the management would return to council control. 

But vested interests have been working to effectively marketise and privatise ALMOs from the start.

"...if you are a council who thinks ALMO is an easy, no-change option that keeps the council in control, you are wrong." Gordon Perry, former chair of the National Federation of ALMOs, Housing Today 4 April 2003

Back in June 2003 Wendy Jarvis, the head of local authority housing finance at the ODPM, explained: "The housing association model is an obvious one to look at and we are looking at it… If you go to the City too soon, they won't be interested, they need something tangible… Our view has to be that it stays within the Whitehall family until we have formulated our own views and particularly that the Treasury is comfortable. Then we will go out to the relevant private sector partners." Inside Housing 13 June 2003

In April 2005 the National Federation of ALMOs and the Chartered Institute of Housing produced proposals to put ALMO companies in the private sector.

It would mean:

1. a controlling share in the ALMO being transferred away from the council to the private sector

2. the council giving a long-term contract to the ALMO (35 years)

3. the ALMO taking over control of the Housing Revenue Account,

4. the ALMO borrowing on the private market outside public sector borrowing controls

5. the banks (not the council) will have the right to step in if problems arise

ALMOs: A New Future for Council Housing, Housemark/NFA/CIH, April 2005 

The link between the council and the ALMO will be so tenuous as to become meaningless. 

The report points out the fact that the new borrowing would be more expensive than public sector borrowing. It could mean cuts to services - what they like to call ‘efficiencies’.

"This option would have to lead to efficiencies… to show value-for-money. Otherwise, because the costs of the private finance are higher than the public borrowing in other options, the government would have to write-off more HRA debt."

More importantly, because they are borrowing on the private market, ALMOs will be exposed to all the same risks as transfer associations. 

"if the ALMO were to get into financial difficulties or fail under the contract, lenders would take responsibility for sorting things out. If the ALMO could not repay its loans, lenders would contact the council and jointly consider bringing in a new contractor. The council would have no controlling say in sorting out the financial affairs of the ALMO, although they would of course take responsibility for any contract negotiations." 

"After partial or full Treasury write-offs of council housing debt, private ALMOs will raise quasi-PFI loan finance on the back of long-term contracts with local authorities, possibly stretching out to 35 years.

Although councils will lose control of their ALMOs, they will retain ownership of the stock."

Social Housing, Feb 2005

The government review – postponed from last year – has been delayed again. They want to get as many ALMOs set up as possible before announcing the next step.

The Treasury is concerned that "councils would remain liable if their ALMOs' business plan failed" which could be a large liability for local authorities and the public sector generally, so it wants a bigger legal and financial distance between the council and the ALMO. Inside Housing, 17 June 2005. 

An Inside Housing editorial commented: "Opponents of ALMOs have said all along that they were a stepping stone to 'privatisation'. There was little difficulty in rebuffing them in the past but now they'll have more ammunition."

The Centre for Public Services comments:

"In reality, if these proposals are adopted, the banks/lenders will exercise control over the policy and financial decisions of the ALMO board. And whilst the council still formally retains ownership of the stock at this time the question has to be for how long? Clearly if the ALMO business plan ran into difficulty the council would either have to bail it out or sell its homes. If, for instance, the ALMO had either spent anticipated HRA income for future years or borrowed against that income then the authority would find itself unable to take management of the homes back in house. In this situation it is not hard to envisage that the authority would be telling its tenants that there was no alternative but stock transfer." The Future of ALMOs Briefing, June 2005

“If too many tenants...  opt for an ALMO as second best – then at some stage we’re going to find out that those tenants really haven’t got the right to have an ALMO either, because there isn’t sufficient resources under the government borrowing rules, and they’re all going to be forced into a stock transfer whether they like it or not…

The Fourth Option must be put back on the table – we’ve got to get the government to accept it.”

Clive Betts MP, vice-chair ODPM select committee

“What I encountered was perplexity, unease, suspicion about why this [ALMO] was necessary... the vote was a thumping, unambiguous, clear no…if choice is the fourth principle of public service reform how can you possibly ignore the choice that tenants have made?” “There is no clear evidence that separating the strategic from management, that ALMO, that RSLs lead to improved performance”.

Jane Roberts,

Leader Camden Council, following the resounding No Vote to ALMO by Camden tenants

Many councillors and tenants who went for ALMOs with strong reservations are now appalled at the latest proposals. 

"ALMO - it's a 'job and finish'. They were set up to achieve the Decent Homes target. Once they have done their job they are finished."

“Bringing the ALMO back in-house shuts the door firmly against two-stage privatisation. Obviously any improved procedures and better tenant involvement under the ALMO can be adopted by the local authority when it takes back control.”

Councillor Chris Weldon, Cabinet Member for Neighbourhood Regeneration, Sheffield Council

Thousands of tenants in Sheffield and other cities have voted to become part of an ALMO for the simple reason that they want their homes bringing up to a decent standard, but they don't want to have them owned by anyone other than the City Council. Any suggestion that the ALMOs would therefore be moved en bloc into the private sector or even into the ownership of a housing association would meet with widespread resistance and also would be seen, by those who opted for them, as a complete betrayal.

When tenants vote on a proposal which is supported by Government they have an expectation and right to believe that Government will not seek to change the ground rules on which such a fundamental decision about the future of their homes is based.

Clive Betts MP

Invite speakers from Camden to explain to tenants and council workers in your area why Camden tenants voted 77% No to ALMO. Make sure you hear both sides of the argument.

No ‘Tenant power’ with ALMOs
ALMOs are often sold to tenants on the basis that they give us real power. But the experience in Islington and Sutton shows they prefer tame individual tenants who are unaccountable.

Islington have banned officers of tenants and residents associations from being board members. Councillor, Euan Cameron, explained “We want to open these panels out to the community, not have the same old faces. Islington Tribune, 22 July 2005. 

“Sutton Council are refusing to let members who hold a position in the Federation or residents association sit on an ALMO's board. Sutton Federation have opposed this and have refused to be part of the ALMO process.” Jo Gibson, Sutton tenant
