DCH Notes on ‘The Supply of Rented Housing’
Report of Communities and Local government Select Committee 21 May 2008
 

The report is a useful source of evidence to show that the private market is failing to provide the homes which people need. It shows up the problems with the private rented sector; that housing associations are not meeting the need for increased supply, are not value for money, and are building the wrong type of housing; and problems with relying on section 106 planning agreements to provide enough ‘affordable’ housing.
In addition the report shares DCH’s view that security of tenure is a positive thing, and it is lack of supply which has led to unsustainable communities.

Finally the report recommends: Social Housing Grant to be made available to councils; resources should be made available to councils to ensure the long-term maintenance of housing after Decent Homes has been reached; right-to-buy receipts should be 100% reinvested in council housing; and the Housing Revenue Account subsidy system should be reformed. 
[extracts from Summary]

“An increase in the supply of social rented homes of some 50,000 a year will be necessary to reduce significantly the backlog in demand. Despite recent increases in spending, current rates of building are below this level; all providers of social rented homes need sufficient encouragement, resources and flexibility to increase supply. The Government must be prepared, if necessary, to raise investment in new supply still further...”
“The right to buy has enabled many families to get on the housing ladder who would not otherwise have been able to do so. But the inability of councils easily to reinvest the receipts into the construction and acquisition of new social homes has been a major factor in the decline in the numbers of social rented stock...”
 

“We consider that social housing has a vital role to play in the creation of mixed and sustainable communities, but current Government policies and spending plans are insufficient to allow it to do so. Only sustained and substantial commitments in policy and financial terms will enable the sector to fulfil the aims originally envisaged for it...”


“There should be no impediment to local authorities, exercising their place-shaping role, which wish to build on land that they own. The Government should take further steps to support and enable local authorities to add to the supply of social rented homes. In particular, the national Housing Revenue Account system should be reformed, both to remove perverse incentives and to enable councils to use the system to fund the construction and acquisition of more social housing. Housing associations should use their surpluses to increase the supply of social housing...”

“We would not support any change which made security of tenure conditional on seeking work.”
SUSTAINABLE COMMUNITY ISSUES - LACK OF SUPPLY
“8. Providers of social housing now see increasing demand for their resources, particularly family homes within London. The consequences are not confined to individuals, or families, being unable to find a decent permanent home within a reasonable timescale. Scarcity results in a lack of mobility within the stock, which in turn leads to overcrowding and inhibits opportunities for employment. The scarcity of social housing, together with policies designed to ensure that it is allocated to those in greatest need, also concentrates problems of deprivation in neighbourhoods with a high density of social rented housing.”
[19] “One key objective of any further reform of the private and social rented sectors has to be to challenge the unhelpful perception that renting is always second best. Whether from necessity or choice, significant numbers of people are and will continue to rely on the rented sector. Their needs and aspirations are every bit as important as those of homeowners.”

“270. The new Minister for Housing, Caroline Flint MP, recently extended the debate surrounding this issue by suggesting that “social housing should be based around the principle of something for something”, and raising the possibility that conditions could be built into tenancy agreements to commit tenants to self-improvement. The proposal that tenants should lose their security of tenure if they do not take on work is not practicable.”
PROBLEMS WITH PRIVATE RENTED SECTOR 

“10…substantial numbers of people in the private rented sector remain in poorly managed and poorly maintained homes….

“12. The quality of some accommodation in the private rented sector, particularly that occupied by the low-income and vulnerable families referred to above, emerged during our inquiry as a serious concern… the sector has the highest proportion of properties failing to meet the decent homes standard21 and there are major concerns about poor management and safety, particularly in Houses in Multiple Occupation (HMOs). These problems affect not just tenants, but the neighbourhoods in which the properties concerned are concentrated.”

[165] “the effect of buy-to-let investors purchasing newly-built homes has become of sufficient concern to English Partnerships that it is now attempting to restrict sales to investors on the grounds that a large proportion of private rented accommodation in an area will militate against the creation of a mixed community. The Housing Corporation, similarly, highlighted its concern about the impact of buy-to-let on developments which were supposed to promote more mixed communities …We saw for ourselves the effects of the buy-to-let sector in inhibiting the aim of the creation of genuinely mixed-income communities during our visit to Manchester.”

“167. Another issue emerging during the inquiry was the significance, in some areas, of the incidence of homes left empty to earn money simply through capital appreciation. Our concern about this issue arose from several submissions including the Department’s own memorandum; it heightened when Lord Best told us about how 20–25 per cent of new apartments in Salford are being left empty. The then Housing Minister, describing this phenomenon as “buy-to-leave”, told us of her concern that, in Leeds, vacancy levels of new city centre apartments are 30 per cent”

PROBLEMS WITH HOUSING ASSOCIATIONS
[69] “Spending through the Housing Corporation on affordable housing has more than doubled since 1997–98, from £954 million to £2 billion in 2007–08. As CLG acknowledges, however, that rise in spending “has not been matched in outputs”.

Housing Corporation expenditure on social rented housing rose from £458 million in 1997-98 to £1.3 billion a decade later. However, as the table below shows, completions actually declined from 25,680 to a forecast of 21,000 over the same period. Even allowing for the inevitable time delay between the provision of funding and the completion of housing projects and for rises in unit costs, this is disappointing.”
[89] “As we have already noted, the greatest demand for social housing is for family accommodation. Yet figures from CLG indicate that almost 70 per cent of all homes built for or by housing associations (which are the predominant builders of affordable homes) are flats.”

COUNCIL HOUSING
“219. In 1953 over 198,000 homes were built by local authorities in England. That is more than the total number of homes built each year by all types of house builder since 1988. Local authorities are now severely constrained in their ability to build. Several witnesses to our inquiry complained that there was no “level playing field” in the social rented sector when it came to the powers and abilities of housing associations, local authorities and ALMOs to build new homes. The inequality lies mainly in the inability of local authorities to borrow money to fund the construction of new homes; but other factors also prevent or deter local authorities from increasing supply in this way. The Housing Revenue Account system, which we consider further below, is a significant constraint; but even if there were more flexibility in the HRA, borrowing by councils to fund housebuilding would still count towards public sector borrowing totals, over which the Government keeps very tight rein. Uncertainties about rental income over the long term resulting from fluctuations in the level of right-to-buy sales and rent capping may also be preventing many councils from borrowing. The option of selling land and assets to fund housebuilding is also constrained. Although councils are able to make such sales, there are controls over what the money so raised may be used for. 220. With such a significant shortage of homes, we believe that it is time to reconsider the restrictions on local authorities’ ability to build.”
“228. There is clearly demand from tenants to retain councils as their landlord. Over one hundred local authorities have balloted over 300,000 tenants on transferring ownership of council housing to housing associations. Most of the tenants balloted accepted the idea of a transfer but, overall, 37 per cent of tenants voted to stay with their council.”

[229] “Providing tenants with a choice is a fundamental plank of the Government’s policy for housing.The Government, through its maintenance of the housing revenue account system and by not allowing local authorities to bid directly for social housing grant, has prevented local authorities from building, and thereby offering future social renters the choice of a council tenancy… The Government could go much further in freeing up councils to meet the housing needs of their communities.”

RECOMMENDATIONS

[72] “The removal of the restrictions on the use of social housing grant is one example of how opening up the sector to new and innovative practices involving a range of housing developers and providers can increase the supply of badly needed affordable housing. We recommend that the Government seek more ways of encouraging “entrepreneurial organisations” from all sectors, including local authorities themselves, to strengthen this trend.”

[114] “We urge the Government to make reforms to allow right-to-buy receipts, and any borrowing taken against this income, to be easily and rapidly used by councils to build much-needed homes.”

[207.] “The Government is to be commended for introducing the Decent Homes programme and for the substantial progress which has been made on the programme, but an ongoing programme of maintenance and improvement of the social rented stock is still needed. Long-term funding for maintenance must be secure if the good work of the Decent Homes programme is not to be undone.”

“239. The national Housing Revenue Account system creates uncertainty and resentment and does not reward best practice. There is widespread consensus that the system is not working. We welcome the Government’s attempts to investigate reform and look forward to seeing the results. We recommend that reforms to the system focus not only on removing from it the perverse incentives resulting from the subsidy system, but also on enabling councils to use the system either to build directly or to fund the construction of more social rented homes.”
