The Case Against Transfer in Wales

DCH Briefing
Transfer is privatisation. RSLs (Registered Social Landlords like a Community Housing Mutual) are private companies in law and they borrow on the private market. The transfer of council housing to a Community Mutual means we lose our secure tenancies, a less democratic housing service, increased homelessness, and big pay rises for senior managers. Sell-off is risky. Rent guarantees and glossy promises have often been broken. There is a high risk either that the new landlord will get into financial trouble and have to be taken over; or that it will expand and diversify into a huge business empire. And if anything goes wrong – there is no return.

Loss of Secure Tenancies 

Council tenants’ secure tenancies are lost after transfer, becoming ‘assured’ tenancies, which make eviction easier. Secure tenancies are created in law, giving council tenants statutory rights, as well as the contractual rights of a tenancy agreement. No amount of promises from an RSL can equal this. New tenants won’t get any guarantees over their rights, so over time tenancy rights will be eroded further. 

The most draconian measure which RSLs can use against their tenants is the notorious ‘ground 8’ (which cannot be used against council tenants) - a ‘mandatory’ ground for eviction which means that the court has to order eviction even the arrears are not the tenant’s fault. In Wales the use of mandatory grounds has increased. In Wales the percentage of outright possession orders granted on mandatory grounds against assured tenants of RSLs doubled, from 13 per cent to 26 per cent of all orders granted, between 2004/05 and 2005/06 (Social landlords possessions and evictions in Wales 2005/06, National Assembly for Wales, 2006) Pledges not to use ground 8 are legally worthless.
Sell-off Is Expensive
To improve our homes after transfer to a private company has been estimated

to cost £1,300 per home more than if the council did the work itself (‘Improving Social Housing After Transfer’, National Audit Office, May 2003). Why is privatisation more expensive? Councils are able to borrow money at a lower rate of interest than RSLs. The ‘management costs’ of RSLs are also higher – in other words they pay fat-cat salaries to senior executives, and spend a fortune on new office buildings and glossy self-promotion. Someone has to pay for this.

Effect on Workers
For housing workers within the council things will change – regardless of what has been promised. Firstly, the pension will have to change from the Local Government Pension Scheme (LGPS) to the Social Housing Pensions Scheme (SHiPs) which currently is under going many changes including possibly moving from a final salary to an average salary scheme.

Union recognition is likely to be affected. Many RSLs in south Wales are yet to recognise UNISON at all. Contracting out is more likely too. How many Housing Associations in Wales have Direct Labour Organisations? Very few, if any. They mainly carry out repairs and maintenance by contracting to outside companies. The transfer organisations in Rhondda Cynon Taf and Bridgend have now contracted out work to Connaught - a UK-wide company:
“Social housing contractor Connaught has announced a record year for its social housing division after cashing in on maintenance contracts….Its operating profit rose by 33 per cent to £18.4 million… Connaught has 125 partnership contracts with social landlords. (Inside Housing, 26/10/07)
Fat Cat Salaries
The Chief Executives of the top biggest Welsh RSLs earn in the £90K range despite the small size of the companies. On average they earn over twice as much per home than their English counterparts. (£23.11 per home per year compared to £10.49, see Social Housing, January 2005) So the senior managers pushing transfer stand to benefit.

THE FUTURE OF HOUSING ASSOCIATIONS IN WALES: PRIVATE DEVELOPMENT, DEREGULATION AND RENT RISES

Transfer in Wales is still new. But in England, where transfer has been around for 18 years, the problems are clear. Many transfer landlords get into financial difficulties – one fifth have had to be placed under supervision by the Housing Corporation (The Guardian, 25 May 2005) The trend is for smaller associations to become part of a group in order to access bigger borrowing facilities. 
Housing associations in Wales have traditionally been much smaller and more tightly regulated in Wales than in England. We have been warning for some years that it is only a matter of time before the sector moves in the same direction it is been heading in England, with associations becoming increasingly large and commercialised. According to the recent Essex Review:
“Since March 2007 a small number of individual Welsh HAs have either merged or become part of a wider group structure (whilst retaining a degree of independence)… what might be termed the traditional housing association sector in Wales has also been undergoing change. Whilst the majority have maintained their independence, since 2005 developing housing associations in Wales, in order to qualify for [Social Housing Grant], have organised themselves into six development consortia…” (Affordable Housing Task and Finish Group, Welsh Assembly Government, June 2008, chapter 2, paragraph 67/70)

“The performance of the consortia was raised in a number of submissions. It is clear that their performance is very varied, with some … appearing to have only increased costs and achieved little in terms of improved delivery.”  (chapter 4, paragraph 76)
In its submission to the Essex review, Community Housing Cymru (the Welsh Federation of Housing Associations) called for the following:

· less regulation and more self-assessment

· higher rents

· to be allowed to carry out non-social-housing business activities

· to be allowed to behave like private developers - building houses for open sale on the private market and ‘increasing use of landbanking’

· a ‘culture shift’ towards more risk (‘away from risk aversion’)

The Essex review supports these aims and recommends them; along with increased borrowing, more use of ‘section 106’ development and shared ownership schemes. This is the direction of travel English housing associations have been encouraged to take for a number of years. The result has been associations wedded to the private sector now being drawn into the economic meltdown and threatened with financial collapse. English associations are now describing the model of relying on private house-building to subsidise social housing as ‘broken’ (Inside Housing, 12/09/08).

“Two housing associations are likely to go bust during the next 12 months in ‘Ujima-style circumstances’, the chief executive of the Housing Finance Corporation has warned. In a speech to the National Housing Federation conference, Piers Williamson predicted ‘quite a lot of sweeping up’ of failing housing associations into larger groups over the next year” (Inside Housing, 26/09/08).

More homelessness
The council has a statutory responsibility to provide homes for the homeless. RSLs do not. According to Shelter Cymru: “Key concerns over stock transfer are:

· at a time when homelessness and housing need is escalating, this option, as it is currently delivered, may offer even more restricted access to social housing;

· that the debate and process in Wales may be giving insufficient consideration to the needs of prospective tenants of social housing in particular homeless people and people in severe housing need.” 
(Homelessness and Stock Transfer, Shelter Cymru, September 2005)

Rents – read the small print
Rent guarantees don’t work: they only last for a limited period. In England, despite guarantees made at the time of transfer, research done for the MPs Group showed that 15 of the 20 fastest increasing RSL rents between 1997 and 2004 were in districts which had undergone transfer. New tenants moving in after the transfer have no guarantees on rent – this could lead to different rents being charged for properties in the same block or street.
Housing associations in Wales are lobbying to be able to increase their rents:

“In terms of the financial base for housing associations to provide more affordable housing, many associations felt that the current rent benchmarking scheme needs to be urgently looked at, with some rent levels being sensitively increased. The existing ‘rent control’ or rent benchmarking scheme is set by the Housing Division within the Welsh Assembly Government. The view is that the regime is restricting justifiable increases in rents” (Essex review, section 5 paragraph 43)

And the Essex review recommends rent rises:

“It is our view that there is a strong case for a fundamental review of the social housing rent regime and that this should be an early priority, looking in detail at rent benchmarks and target rents…to explore the potential for adjusting rent bands and target rents in line with market realities” (Essex review, section 5 paragraph 47)

Less Accountability
A ‘COMMUNITY MUTUAL’ IS JUST a housing association or registered social landlord (RSL) with a fancy wrapper. At the moment individual tenants and tenants associations can lobby their local ward councillors and, if we don’t like the way they run our homes, vote them out. This direct democratic relationship will be lost after transfer.

The Board of Directors setup gives us a few token tenants, but they will be in a minority and their hands will be tied by company law. 

The main difference with the ‘Community Housing Mutual Model’ is that all tenants will automatically become shareholders. Wild claims are made that this will empower tenants but there’s no basis for them. Giving tenants ‘shares’ in the company won’t make any difference. Shareholders in an ordinary commer cial company get to elect the whole board so they can replace the board if they don’t like the way its run – but not tenants in a community mutual. They will only have the right to elect the tenant board members. Not only that but tenants will not, on their own, be able to amend the constitution, and no resolution can be passed by a majority of tenant board members. (CHMM rule set, Cobbetts Solicitors 2002).

A report into Community Mutual for the Welsh Assembly Government found that CHM organisations differed from genuine housing co-operatives in three key ways:

_Genuine co-operatives (tenant management organisations, ownership cooperatives, and resident-controlled housing associations) are small, typically up to 500-1,000 homes. Community Mutuals will be much larger.

_ Most decisions in the CHM will be made by senior managers, so even though the housing will be theoretically ‘owned’ by the tenants, “the CHM may not offer significantly greater participation for tenants”.

_ “one of the central principles of the cooperative movement, [is] that of open and voluntary membership”, real co-operatives emerge from the ‘bottom up’ not the ‘top down’. The CHM, on the other hand, is imposed by national policy. Getting tenants to accept a CHM by blackmailing them and telling them its the only way to get their repairs done is a million miles away from a genuine co-operative! 

(Housing, Mutuality and Community Renewal: a review of the evidence and its relevance to stock transfer in Wales, Sept 2004)

The key thing about any registered social landlord including CHMs is the fact that they borrow money from the banks – no amount of rhetoric about community involvement is going to take away the control that lenders have and the way that affects the culture of an RSL.

A recent study by a researcher from Oxford Brookes University concluded that tenants on RSL boards are “marginalised” and “powerless”, and that boards are manipulated and controlled by senior managers. “housing associations [behave] increasingly like private sector organisations ‘property-driven’ and managing stock as an asset to maximise returns…”(Changing Boards, Emerging Tensions, Spring 2004).

Bridgend after transfer: ‘poor’, ‘weak’ and ‘ineffective’

‘VALLEYS TO COAST’, WALES’ first transfer association has been heavily criticised by the Wales audit office.

In a secret report unearthed by the Glamorgan Gazette, Valleys to Coast, the landlord which took over Bridgend’s council housing, was found to be “unimpressive” in six out of eight areas investigated.

The draft report by the Audit Office following their inspection two years after transfer found that: “Stock condition is poor; Performance for the completion of repairs is weak and deteriorating; There is no consistent approach to asking for or listening to the views of residents; The association is not answerable to residents for the quality of services provided; It is not letting properties quickly and efficiently; It does not ensure those housed are fairly selected; Proposed bi-annual meetings with the board have not taken place; Accessible information and advice for residents is limited; The association has no Welsh language scheme; There has been no tenant involvement in the quarterly Voice for Change newsletter... The partnership between the association and council is ineffective.” (Glamorgan Gazette, 25/05/06)
