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Affordable Housing in the South East 

Learning Note
Introduction
On 2nd July 2008, a group of housing practitioners and LAA performance practitioners was brought together by Progress through Partnerships to discuss indicator NI 155 [number of affordable homes delivered (gross)], its broader context and their plans for its delivery. Quite predictably as the day unfolded, the main concern for the practitioners was the effect of the credit crunch on their ability to deliver affordable housing. Discussion focused on this, and on how government might best respond at the local, regional and national levels.
CONTEXT
The South East has a crucial part to play in helping to meet the housing delivery targets set out in the 2007 Housing Green Paper, Homes for the future. Currently the South East has a considerable backlog of unmet demand – with recent data showing that affordable housing completions in the region account for just over 20% of all new homes. The 7,100 new affordable homes delivered in 2006 falls well short of the 10,115 minimum identified by the South East Regional Assembly in their December 2007 report. The South East Regional Assembly also identified a funding gap of nearly £400m of additional investment over the next three years to meet the need for affordable housing in the South East. 

IMPACT OF CREDIT CRUNCH ON DELIVERY

The so called ‘credit crunch’ has had an enormous impact on the delivery of all housing. The tightening of credit availability following the sub-prime mortgage fiasco in the USA is beginning to have a real impact on developments here in the UK. Small and medium scale developments in Hatfield, Hertfordshire, Dumfries and Chester have all been postponed. 

Mixed development projects, which incorporate plans for affordable housing, are dependent upon residential sales for success. However, projections for the number of housing starts and completions are both significantly lower for 2008 (147,000 and 100,000) than actual figures for 2007 (201,000 and 170,000). Tightening of the credit availability for mortgages, as banks exercise considerably more caution when lending, has had a serious impact on the number of house sales – figures from HM Revenue and Customs show that house sales in June 2008 fell 45% compared with June of 2007.
In times of economic prosperity, when residential sales are booming, mixed developments that incorporate affordable housing through Section 106 agreements should work well (although clearly there is still an undersupply of affordable housing, so the system has not been perfect) – the local planning authority can push through affordable housing on the back of financially successful development schemes. However, as we head deeper into an economic downturn, private developers and commercial construction companies will face an uphill struggle to turn in a profit.
To make sure that affordable housing continues to remain a priority, new approaches are called for.

NEW APPROACHES: practitioner suggestions
During the workshop participants put forward a number of ideas for action which central and local government, and social landlords could or should be taking until the housing and construction market re-stabilises.
Section 106 agreements will continue to be important as a mechanism for the provision of affordable housing. However, given that developers may find it difficult to meet S106 agreements in light of a less profitable development climate, participants were keen to explore other options for producing affordable housing.
Central and local government should pursue more diversified approaches to delivering new affordable homes partly through developing new models, and partly through resuscitating old ones.

· Support new building by Arms Length Management Organisations (ALMOs), who at present often lack institutional memory or capital funding. Participants noted that it is unlikely that local authorities will be able to return to building new housing, as the cost of rebuilding the infrastructure would be prohibitive.
· Implement Private Rented Schemes to support landlords to make market properties available to those on Council housing waiting lists. For example, empty properties could be added to local authority housing choice websites, so council tenants could have a wider choice when they are trying to be housed or re-housed. This would help private landlords to recover lost income and also local authorities struggling to cope with local housing need as their stocks continue to dwindle.
· Through Mandatory Licensing, good private landlords with a strong reputation could be encouraged to expand their portfolio of properties. Local government could provide support for such landlords to take ownership of more properties and thereby increase the supply of good quality housing.
· Reinstate grant funding for purchase and repair schemes. This would help to offset some of the pressure on building new housing by bringing old stock, either local authority or private, up to acceptable standards to rent out to new tenants.

Look at ways the local public agencies might help homeowners facing unmanageable mortgage repayments to prevent them losing their homes.
· “Mortgage rescue” schemes are already being offered in several areas, including Hampshire, to prevent households having to default on their mortgages.  By purchasing some or all of the freehold a local authority or RSL can help people keep their homes and simultaneously invest in creating new social housing.  While some authorities are already offering these, they are often small in scale and used reactively rather than promoted strategically.
Given that a major feature of the market is that it is “cash-starved” there are opportunities for any public agencies that are in a position to use their own cash to drive housing delivery
· Local Authorities could consider more prudential borrowing. New power to undertake prudential borrowing came into effect following the Local Government Act 2003 and allows councils to borrow without the consent of central government, as long as they remain within their own affordable borrowing limits. A number of authorities across the country are exercising the power to plough new funding into capital spending.
· Seek more funding from central government – Caroline Flint has already announced £200m to buy up homes in new-builds that are not selling – but this will not be sufficient to keep development moving at the necessary pace to meet housing targets. 
Developer cash-flow woes – viewed through a different lens - represent an opportunity 

· Buy up empty properties or part-built sites from developers and convert them to affordable housing in partnership with an RSL – although not all sites will be in the right location for affordable housing.  Whilst the Government has taken up the idea of buying up part-built or completed schemes in practice there can be serious problems around dwelling types, and not meeting Housing Corporation standards (e.g. on room dimensions and accessibility). There could be a role for an intermediate product where homes do not fully comply with the standards but would plug a gap in the short/medium term where there is demand.
· Review whether the Transfer Incentive Scheme (TIS encourages tenants to move to properties that are the right size for them – i.e. it doesn’t make sense for one person to live in a three-bedroom house) which currently applies to tenants of any registered social landlord or local authority, could be expanded to private rented markets and possible new builds. A greater financial incentive could be offered to all tenants not living in accommodation which is suitable for them. Older people, in particular, would benefit from greater assistance to transfer into more suitable accommodation – removing any practical barriers would encourage older people to transfer.
· Offer to purchase developers’ empty sites especially where prices have dropped.
With Councils in need of land for new housing developments, implementing more intelligent and efficient asset acquisitions from other public agencies would be extremely timely
· At present, transferring assets from one public agency – such as the NHS, or MoD – to a local council is very time consuming particularly because of protracted legal discussions. Red-tape reduction from government to streamline the acquisition process would speed up redevelopment of public sites quicker and increase the likelihood of take-up.
Increasing public agencies’ intelligence on the wider housing market will enable faster reactions to changing market conditions and better targeting of action.
· Councils can tap into market intelligence by, for example, including estate agents and developers on local housing or strategic partnerships.
Work with local partners and other local authorities to develop a coherent ‘story of place’ to take to the new Homes and Communities Agency for the “single conversation” which its new Chief Executive, Sir Bob Kerslake, has pledged to undertake with local areas.
