CHOICE OR BLACKMAIL?

Issues of democracy and fairness in the debate over the future of council housing

Government pays lip-service to ‘choice’ in public services, and claims that it places tenants at the heart of the decision-making process on stock options. The reality is very different.

The government’s present dogmatic commitment to privatisation and refusal to grant the ‘fourth option’ is designed to bully and blackmail tenants. It does not offer tenants the main choice they want – to stay with the council and get direct investment. Real choice for council tenants must involve allowing them to choose direct investment in council housing.

The decisions to change from one option to another are never tenant-led – instead they are driven by government, senior managers, and consultants, who have an interest in privatisation.

The use of public resources to promote the privatisation options along with a denial of public resources for those opposed to present their arguments is not democratic. Real choice demands a full and balanced debate that rigorously considers all the arguments for and against prior to a ballot of all those affected.

The government is coming under increasing criticism from MPs, councils, and academics for its denial of choice to council tenants.

THE DOGMA OF PRIVATISATION

No ‘Level Playing Field’ Between The Different Options Available

Council housing suffers from a backlog of under investment. The present government is twisting the arms of local authorities and council tenants to accept stock transfer, PFI or ALMOs by limiting the opportunity to secure additional investment to improve council homes to these three options.
There is of course a ‘fourth option’. That is direct investment in council housing. This is the ‘option’ that the vast majority of tenants and many local authorities want but is presently being denied to us.
Since 1990 government has imposed a regime of ‘negative subsidy’ on local council housing revenue accounts. Councils raise in guideline rents £6 billion nationally. The government allows them to keep £1.5 billion for Major Repairs Allowance (MRA) and £3.1 billion for Management & Maintenance Allowances (M&M), leaving a gap of £1.4 billion clawed back by government, in what is now called ‘Moonlight Robbery’. Council tenants are the only form of tenure who suffer this robbery. The government does not impose negative subsidy on transfer landlords, allowing them to keep all their rents. This effectively gives an unfair financial advantage to one ‘choice’ option while penalising tenants’ favoured option.
Most stock transfers would not be financially viable unless the government wrote off all overhanging debt prior to the transfer. In 2003/4 the government budgeted £800 million on writing off this debt. This was almost as much as the £832 million available that year for investment in all council homes. If all this money was used to fund investment in council housing they could almost double the programme.

Similarly the selling point for Arms Length Management Organisations and PFI is that extra public subsidy is available: money that is not available directly to council housing.
Even between the government’s three options there is no parity and little choice. The viability of stock transfer is driven by the interest of private lenders – dependent on whether they think they can make a profit.  ALMO is only an option available to tenants of high performing housing departments. Those tenants are the ones who are least likely to want a new private company running their homes whilst those in badly run authorities are not allowed this ‘choice’. The viability of Housing PFIs as a choice are of course totally at the mercy of whether any of the small number of private conglomerates believe they can make a profit out of it.

CHOICE? WHAT CHOICE!

In housing, ‘choice’ is only one-way. Existing RSL tenants or private tenants cannot choose to become council tenants and council tenants who are transferred to RSLs cannot choose to go back to the council if they find the promises are not kept.

If there is supposed to be some benefit to tenants in exercising ‘choice’ between landlords/tenures, why is this denied to all but council tenants?

The Public Accounts Select Committee found that transfer does not lead to increased choice:

“Transfers were intended to break up local authorities’ monopoly of social housing by giving tenants a choice of landlord. Whole stock transfers have been the primary transfer vehicle. 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. … It could be argued that the only difference achieved is the absence of the democratic participation of councillors.” (Improving Social Housing Through Transfer, 2002)
There are no cases we are aware of where council tenants have campaigned for stock transfer, PFI or ALMO. That isn’t to say that council tenants are always satisfied with the council but they do not see a change of landlord as the solution. In every single case to date the proposal to stock transfer, PFI or ALMO has been promoted by the council, with encouragement from Ministers and civil servants. 

In many areas the local authority provides itself with an alibi by involving existing tenants organisations or setting up new forums. However these are often token and their ‘independence’ compromised by the fact that they are council funded. Many of the panels setup to provide a semblance of tenant consultation are not elected and there is no means by which they can report back or be accountable to the majority of tenants. We often hear complaints that panels only meet during the day, thus excluding many tenants altogether. 

Conflicts of Interest

It is highly relevant that the senior managers who are recommending the ‘change’ and conducting the options appraisal usually stand to personally gain financially from that change. Many council Directors of Housing and other senior managers become Chief Executives, etc of RSLs after transfer and receive significant increases in pay and benefits.

The consultants involved in council stock options appraisals are highly paid for it too. It is fair to assume that the main consultancies in high demand get their reputation for successfully promoting the council’s option. This isn’t the provision of information but straight PR and marketing. In 2003 £65 million was spent on this “army of consultants” (Social Housing, July 2003).

Councils also employ so called ‘Independent Tenants Friends’ to advise tenants. Haringey council in north London has recently appointed Mouchel Parkman's Director of Housing, John Newbury as their ITA at a cost of £80,000. Mouchel Parkman plc has an order book worth £724 million covering contracts in property, defence, highways, education, ports & marine, utilities and waste, and is keen to "exploit opportunities created through development of the PFI/PPP marketplace"  (MP website). Amongst its interests Mouchel Parkman has two housing contracts, worth a total of £22.4m, with neighbouring Hackney Council.

These ‘Independent Tenants Friends’ are neither independent (being paid by the council), council tenants, nor our friends.

A small number of highly profitable companies specialise in assisting councils and RSLs with promoting transfer. HCAS Chapman Hendy, for example, had a role in seven out of eight stock transfers in 2001/2 acting for either the council or the RSL.

NO ‘FAIR AND BALANCED DEBATE’ 

There can be no real choice unless there is a fair and balanced debate before any decision is made. But local authorities conducting stock option appraisals are not motivated by (or even required to guarantee) fairness.

Denial of Access To Information 
There can be no real choice unless all those involved have full access to all relevant information. But in stock options appraisals this is not the case. Much of the financial information about how the RSL, PFI consortium or ALMO would conduct itself is withheld under the catchall blanket of ‘commercial confidentiality’. In fact tenants reps who take part in options appraisals are often told that they can’t discuss the limited information they are allowed to see with their members. Even shadow board members are required to sign secrecy agreements. 

Council tenants have to rely on the council to provide them with objective information about the council’s own financial position and the alternatives – and this is not necessarily available. There are many cases where tenants have accused the council of deliberately portraying its own financial position as bleak in order to justify its recommendations. The recommended option is often described as the ‘only option’ or ‘only alternative’.

There are many other areas where important factual issues are either withheld from tenants or deliberately falsified.  Tenants are regularly told by councils and their advisors, for example, that secure tenancies are not materially affected by transfer – a highly inaccurate and partisan misrepresentation of the legal position. 

Government Ministers and civil servants deliberately undermine choice by regularly presenting opinions as facts without any supporting evidence in order to influence the debate. Examples are the idea that separating strategy and management brings benefits, and that having tenants on the board leads to greater ‘tenant involvement’. No specific evidence is provided by ODPM to support either assertion. The record of tenant involvement in the RSL sector is notoriously bad, as Housing Corporation research into tenant involvement confirms.

The issue of what is political opinion and what is information also gets fudged. Managers and consultants claim that their own propaganda consists purely of “facts” and “information” (even when it contains such highly political statements as “there will never be a fourth option”), while arguments against privatisation are always described as “political”.

Councils regularly put a ‘health warning’ on their material saying it has been ‘checked by the ODPM’. The suggestion is that their arguments are ‘facts’ and anything else tenants may read it just ‘opinion’ and likely to be ‘misleading’ or ‘wrong’.

One-Sided Glossy PR Campaigns

In the case of council stock options appraisals councils use seemingly unlimited amounts of public money to mount expensive PR campaigns often involving videos, glossy newsletters, paid press adverts, trips, home visits, focus groups and meetings by invitation only, etc to promote their recommended option. On the other hand tenants opposed to the council’s proposal have no access to public funds to put the arguments against so that tenants can weigh up all the issues before making a decision.
Housing Minister, Keith Hill, told delegates attending a London Federation of Tenants conference on 27 November 2003

‘The law is entirely clear. Tenants need to be presented with equal information about the pros and cons of the various options for which they are being consulted. That is absolutely the principle that we as government and we as ministers conform to.’

The guidance on stock transfers says that
“We want to ensure that authorities only produce accurate and balanced material… Material produced by the authority should explain clearly the options that are available to address the housing investment and management needs. It should state both the possible benefits and disadvantages of the options as determined by the investment appraisal....The informal material should never be written in such a way that tenants feel the authority is actively promoting a yes vote by presenting only the pro-transfer arguments. Neither should it include logos or “chartermarks” which claim that the information presented is any one of the following: honest /truthful /legal /fair/ approved by ODPM.” (Housing Transfer Manual 2003 – Annex O.)

Local authorities blatantly disregard these principles. In two cases (Bath & North East Somerset and West Wiltshire) the District Auditor has found that the local authority acted unlawfully by using public money to promote stock transfer. 

The District Auditor reported: 

[Para 71] “I find the publicity material in question was unbalanced, one sided and misleading. I find as a fact that the publicity material constituted persuasion and was issued for the improper purpose of persuading the recipient to a particular viewpoint.

“Accordingly the Council acted in excess of its powers in funding that publicity material.”

and

[Para 84] “In my view the difficulties and unlawfulness arose because Mr Alan Ward and others were so persuaded by the case for transfer that they were unable to recognise that others might reasonably have held contrary views and, in consequence, failed to reflect those contrary views in the publicity material. It is unfortunate that those acting on behalf of the Council appear to have lost sight of the need to maintain an objective and balanced approach..." 
District Auditor report on B&NES Council May 2003
The former Director of BNES, now chief executive of Somer Housing, responded by saying 

“then given what I have seen in other councils up and down the country the same would most certainly have to be said of them”.
Inside Housing 16 May 2003
With ALMOs, the situation is worse, because there is much less protection in the guidance. Camden council spent at least £500,000 on its recent ALMO ‘consultation’ (December 2003) which included eight direct mail shots to every tenant, colour adverts in the local press and other material promoting the ALMO. But on judicial review, although Judge Munby agreed that their material was clearly intended to be “persuasive”, he ruled that there is no legal obligation on councils consulting on ALMO to promote a ‘fair and balanced debate’.

Ministers need to now change the ODPM regulations to guarantee a fair and balanced debate on every occasion.

Undemocratic Ballots

Tenants should have a vote whenever there is a proposal to change their landlord, tenure or management of their homes, but there is currently no legal right to a ballot for either PFI or ALMOs. Nor do RSL tenants facing secondary transfer to another housing association get a vote. Often councils make important decisions affecting thousands of tenants based on telephone sampling, focus groups or questionnaires. The questions asked on surveys and ballots are often biased and designed to secure a ‘yes’ vote. Councils holding ballots on options sometimes refuse to put the option of staying with the council on the ballot paper at all.

As well as the right to a formal ballot, in order to ensure a fair and democratic process the date of the ballot should be fixed and notified well in advance. It is now commonplace for local authorities to bring forward ballots or other ‘test of opinion’ consultations in advance of the advertised date. The purpose is to get tenants to vote before they have received any material putting the alternative arguments.

Local authorities can afford to put out a constant stream of material in the months leading up to a ballot promoting their policy. Those campaigning for direct investment have very limited resources (both in terms of finance and distribution). Most campaigns only manage to get one leaflet out. By deliberately misleading their opponents councils can effectively prevent tenants getting to read the case against.

In Wakefield the council knew opponents of stock transfer had booked leaflet distribution via the local paper and called a snap ballot so that tenants voted before the material arrived. The same happened in North East Lincolnshire (Grimsby) prompting a formal complaint from Austin Mitchell MP to the Electoral Reform Society. 

Islington council kept refusing calls to ballot tenants on its proposal to setup an ALMO and then gave one days notice of a ballot which was issued with a leaflet telling tenants to vote yes in the same envelope.

Most recently, Wolverhampton council called a snap ballot when it was alerted to the fact that the local UNISON branch had pre-booked adverts in the local press. The council’s website displays the following statement:

“We have not held the ballot earlier than planned, as claimed by some. We have always said that the ballot would be held before Christmas. The most recent “Vote for a Better Home” newsletter, which was delivered to every tenant and leaseholder, warned them to look out for their ballot papers which arrived the very next week. Independent research indicated that awareness was extremely high, so it was the right time to proceed.”
Government Announces 100% Support for Council’s ALMO Bid, October 28th, 2004
Wolverhampton MP Ken Purchase was one of several to complain at this flagrant breach of the normal democratic process.

Hackney council in London sent out ballot papers earlier than expected to ‘test opinion’. The Hackney Tenants Convention, the recognised borough wide tenants organisation, formally complained and called for more time.

Local authorities routinely pay for ‘market research’ to help fine tune their propaganda and decide when is the optimum time to get tenants to vote. We can think of no comparable elections, ballots or consultations where supporters of one side of the argument have the right to change the timetable of the democratic process to so crudely give themselves the advantage.

Obstruction and intimidation

Local authorities always have several major advantages over supporters of direct investment in council housing when it comes to consultations on stock options. They can:

· discourage the local press from giving equal space/airtime to opponents

· refuse to provide opponents with the addresses of residents being consulted 

· threaten and bully tenants, union representatives and councillors

In Stroud the local MP (David Drew) made several complaints to the council. 

‘Stroud's Tory Council is insisting that councillors who wish to publish any information about transfer must get it approved by the a special pro transfer working group as all information has to kept to agreed "accurate" information. 

‘Councillors who do not comply are being threatened with being thrown off the council by being reported to the standards board for England, who through either a referral to a Special Tribunal or to the Council's own standards committee  have the power to suspend or disqualify councillors for up to 5 years.’
Councillor Chas Townley, Stroud, 26 October 2003
In Tower Hamlets where the council is conducting 81 separate ballots there has been a long list of attempts to obstruct and intimidate opponents over the last twelve months.

On three estates (Ranwell, Bow Bridge and Wapping) tenants who have attempted to attend meetings of their estate’s ‘steering group’ have been refused entry. On both the British Street and the Leopold Estate tenants were refused permission to hold a public meeting in the tenants hall to put the case against stock transfer; the Steering Group on the Christchurch Estate agreed that Tower Hamlets Against Transfer of Council Housing (THATCH) could have a stall at any open-day event but this was over-ruled by senior council officers. On the Withy estate tenants were told they were not allowed to leaflet in the block without the express permission of the steering group. In the run up to, and during the ballot, on the Mile End Estate the council instructed housing workers to remove all anti-transfer posters from notice boards and entrance areas. Adjacent posters supporting the transfer (council and RSL) were left untouched. The Tower Hamlets main weekly paper ‘East End Life’ – produced by the council and financed from public funds - has banned any critical discussion or debate on transfer proposals, will not publish critical letters and even refuses paid adverts for tenants’ meetings to discuss the council’s ‘housing choice’ options. The ‘Ocean New Deal’ plan proposes to use public resources to ensure: 

‘housing partners and community leaders will also work to undermine the aims and integrity of those campaigning against the transfer’
Ocean New Deal Resident Consultation and communication Strategy 2004, 11 November 2004

Similar experiences are reported by tenants in other areas. We regularly get complaints from tenants that they have been ‘warned’ by council officers and so-called ‘Independent Tenants Advisors’ that they will be banned from meetings if they continue to argue against the council proposals. Distributing Defend Council Housing material is often opposed too. 

Tenants in Enfield were threatened with eviction by the council for giving out leaflets in which they said “You know by now that there is a strong possibility that this Estate may be sold. You will have choices and a vote. Make sure you vote wisely. BUT think first do you want to pay your rent to an independent body. Or would it be wise to stay as a council tenant. YOU DECIDE”

CRITICISM OF THE GOVERNMENT’S DENIAL OF CHOICE

There is increasing criticism of Minister’s refusal to give tenants real choice by denying the ‘fourth option’. 

In May 2004 the ODPM Select Committee published its highly critical report on ‘Decent Homes’.  The Committee chairman, Andrew Bennett, said at the launch of the report:

"under the pretext of Decent Homes, local authority tenants are, in reality being blackmailed into stock transfers, or almos, through the current funding arrangements." (MPs attack 'dogmatic' housing policy, Society Guardian, 7 May 2004)
The following extracts from the report have a direct bearing on the issue of choice:

163. “…the commitment to tenant choice is a charade unless Local Authorities are able to act in accordance with the wishes of their tenants. We recommend that the Government take immediate steps to ensure that where a majority of tenants wish for their homes to remain under Council management, they are not penalised when it comes to access to funding for investment… 174. We believe that the requirement for tenant consultation and approval should be identical regardless of whether a Local Authority intends to go down a PFI, ALMO or stock transfer route.” (ODPM Select Committee enquiry on ‘Decent Homes’, 6 May 2004)
Hostility to the government’s dogmatic commitment to housing privatisation is strong amongst local authorities too. Most had to be compelled to even consider privatisation by the government insisting on the stock options appraisal process.

Councillor Jane Roberts, Leader of Camden Council, writing to the Guardian following the 77% No vote to ALMOs in Camden argued:

“While the government believes strongly in the importance of "choice" in public services, its strategy for council housing is so prescriptive that a highly performing housing service, such as Camden's, cannot access much-needed resources for repair and improvement work without acting against the wishes of the majority of its tenants.”
Guardian, January 19, 2004
Catriona Graham, Powys head of housing, highlights the dishonest handling of this debate:

“Tenants are being asked to make two choices in one vote, for a decent home and for a new landlord—or at least a different relationship to the council.  A lot of them are suspicious of this two for the price of one offer…a whole stock transfer industry has been created—at considerable cost to the public purse.”
Whilst Ministers, including the Prime Minister Tony Blair, have repeatedly stated a commitment to promoting choice in public services it is clear that on the issue of council housing they are denying tenants that choice.
Speaking at the DCH conference Clive Betts MP said:
“If the government is going to fight the next election campaign on a principle of the right to choose in health and education, how can they fight the same election on the right of no choice for council tenants? The things do not square together. That is something we've got to put very firmly to government - if choice is the agenda, then that agenda has to include council tenants having the right to choose to remain council tenants as well.”
Frank Dobson MP, also speaking at the DCH conference, said:

“Then when it comes to these ALMO ballots, you know if they sent in international observers from the UN to look at these ALMO ballots they'd be denounced as invalid wouldn't they? I mean its rigging, and bribery, corruption of every sort that you can imagine. Vote for the ALMO and you'll get your house done up - don't vote for the ALMO and you'll live in a shit-heap for ever more. Now, is that a fair choice? I suggest that it isn't. But that's what's being put to people and it’s totally unacceptable.”
Hal Pawson, senior research fellow at Edinburgh's Heriot-Watt university who has carried out a series of official studies for the Office of the Deputy Prime Minister, wrote last month in this year's UK Housing Review:

‘[Stock transfer] proposals are hardly ever bottom-up in the sense of being motivated by tenant preferences and yes votes are generally achieved only where the council is fully behind the proposal and presents its case forcefully.

‘Ultimately, the “choice” offered to the vast majority of tenants consists of no more than an opportunity to endorse or reject a single option, with rejection potentially incurring a heavy penalty in the form of debarred access to capital investment. This is, arguably, hardly a choice at all.

‘According to this reasoning it is hard to contest Defend Council Housing’s portrayal of stock transfer ballots as tantamount to “blackmail”.’
Inside Housing, 29 October 2004

CONCLUSION

The denial of choice shows the lengths to which Ministers are prepared to go to try and shore up their increasingly discredited policy.

It is a disgrace that ‘consultations’ on such an important issue are carried out in such a partisan and cavalier way with public money being used to promote one side of the debate and all sorts of tactics used to obstruct the alternative arguments being put to tenants. There would be a public outcry if such tactics were used on issues of less importance in the leafy suburbs.  It is outrageous that politicians and senior government and council officers treat council tenants with such contempt. 

We would argue that ‘Choice for council tenants’ must mean the right to chose to remain as council tenants and get the improvements we need. That requires a ‘level playing field’ for council housing and a ‘fourth option’ allowing direct investment alongside the government’s three options of transfer, PFI and ALMOs. In addition real choice depends on there being a ‘fair and balanced debate’ with equal resources for both sides and a formal ballot in every case before any decision is made.


Defend Council Housing
November 2004
