DCH notes: Evidence to National Audit Office enquiry - meeting 22 May 2002

We want to raise four main areas of concern:

1. Financial disparities between regimes prescribed for council housing and housing associations, which affect genuine competition and tenants’ choice

2. Loading of resources in debate on transfer: professional (including ‘tenants’ friend’, financial, access to information)

3. Strategic inefficiencies

4. Lack of openness with key information informing national decision-making 

1. Financial disparities between regimes prescribed for council housing and housing associations, which affect genuine competition and tenants’ choice

Genuine competitive ‘choice’ between landlords is government’s stated aim.  But it is creating a ‘fat cat’ transfer industry with no serious competition. If we imagine council and HA housing as two neighbourhood shops, ‘choice’ is undermined by disparities in investment and borrowing rights, by government intervention through ‘Daylight Robbery’, and by subsidy only available to LSVTs.

With council housing carrying an historic investment shortfall, these factors mean that transfer is presented as the only way of gaining funds for improvement works or in some cases for new build using capital receipts.  One ‘shop’ is modern, well-stocked and promising expansion; the other is presented as dilapidated, inaccessible and stocking less and less.

Fair competition would require that both tenures had:

Freedom to borrow for investment

Currently this is a major inequality between council and RSL landlords

Equal access to rental income for management, maintenance and investment

On average each council home generates £2,500 pa in rent.  £1,000 pa on average is spent on management and maintenance (sometimes up to £1,300 in practise with the difference funded in a variety of ways) and approximately £500 pa is spent on major repairs.  £1,000 pa per property is siphoned  out of money that could be spent on repairs and improvements to tenants’ homes, and is used to subsidise other areas of central government spending, including the scam tenants call ‘Daylight Robbery’.

Through LSVT this £1,000 is immediately released to the new landlord.  This is a major disparity and a financial driver of stock transfer.  It creates ‘unfair competition’.  We cannot see how it can be justified. The release of this £1,000 pa per council home would provide funding for the much-needed investment in existing council stock to create financial parity and real ‘choice’ for tenants.

Equal financial support from government through relief from outstanding debt

Stock transfer has up to now been assisted, where necessary, by government taking over any ‘overhanging’ debt.  This provides another financial incentive to transfer.  If government can absorb this debt on behalf of new landlords, why can the equivalent subsidy in the form of debt-relief not apply to existing council landlords in the interests of fair competition? 

2. Loading of resources in debate on transfer: professional (including ‘tenants’ friend’), financial, access to information

Each transfer proposal involves significant costs in professional and consultancy fees, consultations and surveys, public relations and communications etc.  This is often supported by the work of local authority staff paid from other budgets.

This huge physical and financial resource is directed to present one side of the case in the ‘choice’ facing council tenants.

The stock transfer ballot process is adversarial, but with all publicly-funded resources devoted to the pro-transfer campaign. Tenants campaigning against stock transfer face a very unequal campaign.  This means tenants do not always get to hear both sides of the argument.

Critical tenants are also denied access to the business plan and other vital information on which the council’s case rests.  Other information, including mailing lists for tenants, is widely used by councils and denied to tenant campaigners.

Tenants’ organisations which attempt to maintain an independent and critical position have in some cases been punished by removal or reduction of local authority funding. 

3. Strategic inefficiencies

The ‘transaction’ costs involved in transfer are very heavy and unnecessary as a means of getting new investment in housing.  Stock Transfer is a wasteful means of getting housing borrowing ‘off balance’, and is not a prudent long-term use of public resources (including valuable land) and funds.

Transfer means:

a) overprotected borrowing with investment directed not according to housing  need or effectiveness, but to reassure lenders

b) funding is allocated according to where lenders and tenants say ‘yes’; this ends up directing public funds to Salisbury and Chichester, and not to Southwark or Birmingham

c) Pressures toward group structures and other economies of scale leading to transfer RSLs operating across local authority boundaries and not responsive to local housing strategies or needs 

d) huge surpluses for new landlords in c20 years, to meet lenders’ demands that they become ‘cash positive’.  No way of directing these in any way, and certainly not towards future housing investment where it is most needed

4. Lack of openness with key information informing national decision-making

It is difficult to get answers to some very important questions about stock transfer, such as:

· What precise budget is used to meet the additional costs to government of ‘overhanging debt’ transferred from local authorities due to transfer?  How much does this amount to and is it an equitable and justified use of public funds?

· What is the total cost to local and national government of stock transfer so far? 

· What is the total ‘Daylight Robbery’ difference between council rental income and allocated expenditure on management and maintenance and MRA?  Why is this not used to fund direct investment in council housing?  How does government justify transferring these so-called ‘surpluses’ to transfer landlords?
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