An Expensive Waste of Public Money

DCH notes on House of Commons Public Accounts Committee report, 'Improving Social Housing Through Transfer', March 2003

Stock transfer is expensive, poor value for money, and does not match the government’s claims of tenant satisfaction and increased choice. These are the stark conclusions which emerge from the Public Accounts Committee report “Improving Social Housing Through Transfer”, published in March 2003. The committee’s report also demonstrates how council housing is undervalued by the government at the time of sell-off, allowing housing associations to make windfall surpluses and extra gains which they are then allowed to invest in private, non-social housing schemes.

Stock Transfer Costs the Taxpayer More

The report’s main conclusion is that “Housing transfers are more expensive for the taxpayer than local authority repair and renovation.”  It bases this on a calculation by the National Audit Office that it would cost “£1,300 a home more than the equivalent renovation under local authority ownership… In terms of the potential total costs, the Office estimated that the transfer of a million homes… would cost the taxpayer £4.2 billion over 30 years”.

Public Assets Sold Off At Knock-down Prices

The report suggests that the government is selling off public assets for far less than their real value. Councils have to calculate the value of their “housing stock” (our homes!) according to guidelines which the government give them, and at least two of the assumptions in these guidelines are false.  The government assumes that the stock will be worth nothing after thirty years – which the evidence from the National Audit Office demonstrates is not true in practice – and it also uses an artificially inflated figure for interest payments. 

“For one of their case study transfers, undertaken in 1995, they showed that if the model had used the landlord’s actual cost of capital (4.5%) rather than 8%, the transfer value calculated would have been over £27 million (or 53%) higher.”
On top of this, transfer landlords make extra money out of our homes by “refinancing” their loans. The report expresses some concern over the fact that the Housing Corporation and the government have no control over what these surpluses may be used for. In theory, 

“Registered social landlords are not-for-profit organisations so any surpluses over those forecast at transfer could be used to supply social housing objectives…” 

but, as the National Audit Office points out: 

“Up to 49 per cent of an RSL’s activities may be in non-social housing areas… these uses included…market renting”.  

Dissatisfied Tenants and Decreased Choice 

The government justifies the extra cost of transfer to the taxpayer by saying that there are “unquantifiable benefits”, including increased tenant satisfaction and a greater choice of landlords for tenants. 

Considering the amount of investment that tenants’ homes receive after transfer, it is astonishing by how small an amount their satisfaction levels rise.  Despite thousands of pounds of work being carried out on each home, on average tenants are only 3% more satisfied with the “condition of homes” – and 6% less satisfied with the “works undertaken”.  Tenants are actually less satisfied with the quality of the repairs service after transfer; and 15% of tenants considered that housing services generally had got worse.  17% of housing associations surveyed by the National Audit Office had already exceeded guidelines on rent increases.  (See table below).

The report comments: “A Housing Manager of a local authority might see his salary increase by 20% to 30% on transfer, and this factor could influence the decision to recommend transfer.”

The report concludes that tenants have little choice during the transfer process –

“Tenants may face little choice but to vote for transfer if they want their housing renovated and repaired.  The local authority might be their first choice but if the local authority has no financing available to it, tenants have to accept transfer to achieve better homes.”

– and even less afterwards:

“In many cases, therefore, the transfer landlord has merely displaced the local authority landlord as the principal supplier, and hence tenants’ choice of landlord is not increased.”
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