20. Housing Associations – market driven to business goals

by Jeremy Corbyn MP

Housing associations (or Registered Social Landlords - RSLs), whatever their origins, are all now dependent on the financial markets to fund their investments.  They are subject to mergers, takeovers and rationalisation in an aggressively competitive market.

Channelling housing investment through RSLs costs more, produces less housing, opens the way to serious financial risk and is provoking growing opposition from 2.8 million council tenants.

Transfer to RSLs (housing associations and companies) represents a significant loss of rights for council tenants.  RSL tenants pay higher rents and service charges, lose security of tenure, have no right of representation or democratic check on the landlord, are more exposed to the finance markets, and break the long tradition of collective council tenants’ organisation.

Evidence is growing that RSLs are contributing to the growing homeless crisis.  Evictions by RSLs rose by 36 per cent between 1998 and 2000 according to the Housing Corporation, a 14 per cent rise even allowing for increase in housing stock. In Scotland housing association evictions rose by 64% in two years to 2000/01. There was a big rise in the use of controversial ‘Ground 8’, which, under an Assured tenancy, allows for automatic possession orders for thirteen weeks’ rent arrears, even if these are due to housing benefit delays.  

RSLs are more likely to refuse housing to tenants with rent arrears or other problems, and ’43 per cent of [local] authorities reported difficulties in discharging their statutory housing duties’ with post-1996 transfer RSLs, according to Shelter research.

Transfer of council housing to RSLs also represents a loss for the public sector and for public spending.  The sell off of council housing at rock bottom prices means transferring ownership of valuable assets, including prime land, out of public control.  

Rents, housing benefit bills, borrowing and management costs are all higher for RSLs:

· In 2001/2 average housing association rents in England were £53.90 (compared to £47.72 for English councils) – up from £38.17 in 1994/5, the earliest figures provided. That is an increase of 41 per cent, compared to a 34 per cent increase over the same period for councils.  Service and other charges add significantly to average RSL rents. Combined, these hit tenants and inflate housing benefit costs

· RSLs pay for borrowing at higher rates than councils (their borrowing is classed as ‘private’ by government).   This is paid for in higher rents, service charges and housing benefit costs.  The hidden subsidy of RSL housing benefit paid by the tax payer would be more effective as direct investment in council housing

· transfer RSLs have housing management costs a full 39 per cent higher than local authorities 

· Transfer RSLs’ costs are in turn 13 per cent lower than other RSLs. ‘The creation of LSVTs increases overhead costs,’ (Ross Fraser, HouseMark, and Patrick Symington, Hacas Chapman Hendy, Housing Today 7.3.02)

· The National Housing Federation report on HA accounts shows RSL financial efficiency has decreased for the second year with 11 per cent  unprofitable 

‘Economies of scale’ as well as pressure to repay borrowing add to the inexorable pressure towards merger, take over and huge RSL ‘group structures’.  The pay of housing association chief executives increased by almost three and half times the rate of inflation up to 2001. Average pay in 2001/2 was over £90,000 with 29 chief executives out of 100 surveyed by Inside Housing magazine earning more than £100,000. 

Unaccountable

Tenants have no automatic right to representation on a housing association board of management, and tenant board members are often excluded from decision-making (The Involvement Business, Housing Corporation 2001). 

And Housing Corporation leaders are now proposing a move to smaller, professional board membership for RSLs. The direct dependence on financiers and professional-dominated boards without any democratic accountability, drive RSLs’ private sector ethos. Directors of RSLs are not public servants, nor accountable to elected representatives. 

‘We're a business, and all our divisions are expected to make a surplus. Our non-executive directors should be paid.’  

John Belcher chief executive Anchor Trust Guardian 8.1.03
Business pressures lead to conflicts with government policy: 47 per cent of RSLs breeched government rent guidelines for 2001/2. Transfer business plans make promises which go undelivered, or see transfer RSLs going back to the Housing Corporation for further public subsidy in grants, to deliver work promised in the transfer package.

Resistance to housing transfer and privatisation is not motivated by disrespect for what the housing association movement has achieved, nor for housing association workers.  But RSLs are not able or willing to create the decent, affordable, secure and accountable housing urgently needed today.

