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1. Summary 
 

1.1 This report forms part of a London Assembly investigation into renting in London and complements 

previous work exploring the private rented sector.  It sets out background information preparing for 

a January 2013 discussion with invited experts on the role of housing associations in meeting 

London’s housing need.  The January meeting will specifically examine the impact of the Affordable 

Rent model on housing need in London.  It will provide a benchmark to monitor housing 

associations’ contribution to the delivery of the Mayor’s targets going forward. 

 

 

2. Recommendations 
 

2.1 That the Committee approve the proposed scope of the investigation and invited experts 

for discussion at the Committee’s meeting on 23 January 2013 on the role of housing 

associations in meeting London’s housing need. 

  

 

3. Background 
 
3.1 Housing associations are private, non-profit making organisations which provide low-cost ‘social 

housing’ for people in need of a home.  Any trading surplus they make is used to maintain existing 
housing and to help finance new homes.  Although independent they are regulated by the state and 
commonly receive public subsidy. 

 
3.2 Housing associations first appeared in the second half of the nineteenth century; early examples are 

the Guinness Trust and Peabody Trust.  They acquired increased importance over the last decades of 
the twentieth century due to changes in policy that discouraged council house building and a tax 
regime that encouraged housing associations to build.  Housing associations also acquired property 
from many local authorities which transferred their housing stock to them.   

 

Market Structure 

 
3.3 The housing association market is very diverse, reflecting in part the funding regime introduced in 

the late 1980s and 90s.  This treated associations as non-public bodies able to source private capital 
against the value of their stockholdings but equally exposed to associated financial risks.  



        

  

Competition and the quest for efficiency has led some associations to a more commercial orientation 
involving significant growth, the development of group structures, geographical expansion and 
diversification from their original niche markets.  Since the late 1990s a new breed of super 
organisations1 has grown up, such as London & Quadrant and Affinity Sutton, with stockholdings of 
over 50,000 units each. 

 
3.4 In London in 1991 there were 198,000 housing association homes representing 5 per cent of the 

capital’s housing stock.  By 2011 this had increased to 377,000 (11 per cent)2.  Housing associations 
are now the United Kingdom's major providers of new housing for rent, while many also run shared 
ownership schemes to help those who cannot afford to buy a home outright as well as developing 
homes for sale, the proceeds cross-subsidising the rented portfolio.  More than 300 housing 
associations operate in London, ranging from London & Quadrant (with some 67,000 units) to niche 
players serving a particular community or client group (eg West Eleven Co-op in North Kensington 
managing 34 units). 

 
Regulation and Accountability 

 
3.5 The Tenant Services Authority (TSA) was created by the Housing and Regeneration Act 2008 and 

was the regulator for nearly 1,800 social housing landlords, including housing associations, councils 
and co-operatives in England.  In March 2010 the TSA published a new framework of six national 
standards based on tenant outcomes which would apply to all social landlords in England.  In 
addition the National Tenant Voice was established, a public body designed to involve tenants in 
monitoring and regulation, but it was almost immediately abolished by the incoming Coalition 
Government. 

 
3.6 The TSA was itself abolished in 2012 and its economic regulation functions integrated into a new 

Homes and Communities Agency (HCA) Regulation Committee, which ensures that providers meet 
standards of governance and viability including the proper use of public funds and value for money.  
However, under the Localism Act 2011, the HCA no longer has an active role in monitoring service 
performance. 

 
3.7 HCA standards apply to all Registered Providers of social housing.  Associations must register with 

HCA in order to bid for capital grants and the regulatory framework applies in principle to all 
Registered Providers, regardless of size.  However, there is no legal protection for the term housing 
association (so any organisation can use the name).  Associations which do not apply for capital 
grants towards new build housing nonetheless receive public subsidy via the Housing Benefit which 
funds their tenants’ rental payments.  But because they are unregistered, these associations are not 
subject to HCA regulation. 

 
3.8 Over the last twelve months the Government has been putting pressure on housing associations to 

become more transparent, including threatening to subject them to the Freedom of Information Act, 
since they are in receipt of public subsidy.  Different associations take different approaches on 
transparency, with some voluntarily agreeing to publish all expenditure above £500 and others 
dismissing the need for change, noting, for example, that it would unnecessarily divert funds from 
associations’ core purpose, but also that it pushes associations further along the spectrum towards 
publicness.  This latter argument is particularly acute, since associations’ hybrid position between 
market and state has been key to their recent growth by virtue of the exclusion of their debt from 
the Public Sector Borrowing Requirement. 

 
3.9 As a result of the Localism Act 2011 housing associations are now subject to a new affordable 

housing investment framework introducing for new tenancies: 

                                                 
1 Third Sector Research Centre, Housing Associations, Mullins, D, 2010 
2 Department of Communities & Local Government Live Tables 2011 (https://assets.digital.cabinet-
office.gov.uk/government/uploads/system/uploads/attachment_data/file/10584/20401801.xls) 



        

  

 affordable rents (as opposed to rents determined by national rent regime); and 

 fixed-term tenancies (subject to a minimum of two years). 
 

Affordable Rent 
 
3.10 The Affordable Rent (AR) model is designed to maximise the delivery of new social housing by 

making the best possible use of constrained public subsidy and the existing social housing 
stock…providing alternatives to traditional social rent .3  The new HCA funding regime offers capital 
grant to bidders who successfully propose a four-year programme (the current round covers 2011-
15) which both manages their existing assets and delivers a supply of new build affordable housing. 

 

3.11 It allows Registered Providers (mainly housing associations) to charge up to 80 per cent of market 
rent for a proportion of empty properties and re-lets as well as new build.  Providers will themselves 
propose in their bids the proportion of properties they wish to convert to AR, but HCA intends that 
most new developments will offer AR or a mix of AR and shared ownership.  In London affordable 
rents are reported to be up to around 65 per cent of market rent4 because of the higher levels of 
private rent in the capital.  A recent report however suggested that more than a quarter of London 
providers had planned to charge at least 75 per cent of market rent when bids for funding were 
submitted.5 

 
3.12 AR tenants will be eligible for Housing Benefit.  However, from April 2013, tenants will be subject to 

the Household Benefit Cap of £500 per week for a family (£350 for single people).  Given London’s 
very high rental levels, even where social landlords offer AR properties at 65 per cent of market rate 
or less, it is feared that many households, and especially larger households, will still face substantial 
increases, at least some of which may not be covered by their capped benefit payment.  This may 
force them into a choice between moving house, possibly between boroughs, if they can, or cutting 
other expenditure to cover increased housing costs.  Others fear that tenants are likely to fall 
increasingly into arrears. 

 
Impact on Funding Models 

 
3.13 This combination of changes in turn may affect potential funders’ perceptions of the social housing 

sector’s creditworthiness, which until recently has been regarded as relatively solid, due largely to 
the existence of strong regulation, capital grants and a regular income stream supported by benefit 
payments made directly to Registered Providers (from October 2013 when Universal Credit is 
introduced, payments will be made to tenants themselves, rather than directly to landlords). 

 
3.14 Funding streams on which Registered Providers can now draw include: 

 borrowing capacity generated by new rental streams plus conversion of some existing rental 

income streams from social to affordable rent; 

 cross-subsidy from properties sold on the open market, section 106 planning gain or their 

own accumulated surplus; 

 discounted public land where available; and 

 public subsidy from HCA’s Affordable Homes Programme. 

 

                                                 
3 Written Statement of Rt Hon Grant Shapps MP, then Minister for Housing, 9 Dec 2010 available at:  
http://www.communities.gov.uk/statements/corporate/localismbillsocialhousing 
4 Laying the Foundations: A Housing Strategy for England (Nov 2011), Department for Communities & Local Government 
(https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/7532/2033676.pdf) 
5 http://www.insidehousing.co.uk/finance/providers-dropped-affordable-rent-levels/6524166.article 



        

  

3.15 These issues for social rent households and the contingent issues for landlords are likely to be 
particularly acute in London (and notably within the central boroughs) because of the high and 
rising levels of housing costs.  In London a key dilemma for social landlords will be the extent to 
which they choose to increase their potential borrowing (and therefore home-building) capacity by 
raising rents closer to the very high market levels, or limit this capacity by keeping rents lower in 
order to shelter their tenants from potentially substantial increases. 

 
The Mayor’s Role in Affordable Homes Provision  

 
3.16 From April 2012 the Localism Act also transferred HCA’s Affordable Homes Programme (AHP) 

investment powers in London to the Mayor.  The London Housing Strategy and London Plan signal 
his priorities for this expenditure up to 2015. 

 
3.17 The total funding available to the Mayor from AHP between 2011 and 2015 amounts to some 

£1.8bn, of which the large majority is earmarked for AR and social rent products.  The Mayor is 
committed to delivering some 17,000 AR homes in this period.  These homes will be delivered 
through negotiated contracts with some 60 Registered Providers6, mainly housing associations 
(though recent reports to Investment & Performance Board7 indicate that AHP expenditure to date 
is substantially below the allocation for 2012-13). 

 
3.18 The Mayor’s Supplementary Planning Guidance (Nov 2012)8 indicates that he has agreed with 

Registered Providers a strategic London-wide average rent level of 65 per cent of market rents 
across the 2011-15 AHP, relying on site-by-site flexibility to provide, for example, for families 
requiring larger homes at rent levels around the target rent rate (as determined by the national rent 
regime). 

 
 

4. Issues for Consideration 
 
 

4.1 Members may wish to discuss with the invited experts a number of questions relating to the above 

issues, including: 

 the changing role of housing associations with their wider portfolio of properties, different 

tenures and tenancies and different client groups; 

 new business models associations may be adopting; 

 economic and customer service accountability measures; 

 associations’ relationship with the Mayor and how the contracting process is working under the 

new regime; 

 the delivery of affordable housing targets in London; 

 the impact of the AR model and welfare changes in London; and 

 where next post 2015. 

 

 

 

                                                 
6 See Appendix Two of the Revised London Housing Strategy 
(http://www.london.gov.uk/sites/default/files/London%20Housing%20Strategy%20Dec11_0.pdf)  
7 eg http://www.london.gov.uk/sites/default/files/15(b)%20Appendix%20-
%20P6%20Project%20Performance%20Table%20PDF.pdf 
8 http://www.london.gov.uk/sites/default/files/Housing-SPG-lowres.pdf 



        

  

5.  Proposed Experts to Invite 
 

i  Keith Exford, CEO Affinity Sutton Housing Association and Chair of g15 (the group of fifteen 
largest housing associations in London) to offer the views of the major London housing associations 
on the opportunities and challenges of their changing role in terms of increasing the supply of 
affordable housing 

 
ii  Representative of the Steering Group of g320 (an association of smaller London housing 
associations) to offer the perspective of the smaller associations particularly on the changes made to 
the regulatory regime 
 
Both the above experts could also comment on how the relationship with the Mayor is operating and 
their role in delivering the Mayor’s affordable homes target 

 
iii  Representative of HCA Regulation Committee, to advise on how recent changes to the regulatory 
regime are working and discuss the likely effects of housing associations’ changing roles and the 
new funding regime going forward 

 
iv  Steve Hilditch, independent Housing consultant (blogger of Redbrickblog, former independent 
Chair of National Tenant Voice Project Group 2008-10 and adviser to DCLG) to advise on how the 
changes to the regulatory regime are likely to affect the landlord-tenant relationship 
 
v  Representative of a relevant Tenants’ Association to advise on how their relationship with their 
housing provider has changed in recent years and why. 

 
 
6. Legal Implications 

 
6.1 The Committee has the power to do what is recommended in this report.  
 
 

7. Financial Implications 
 
7.1 There are no direct GLA financial implications arising from this report.  Financial implications for 

individual programme of work in 2012/13 will be dealt with separately in reports to the Committee 
as and when the Committee is required to make relevant decisions.   

 

 

List of appendices to this report: There are none. 

 

Local Government (Access to Information) Act 1985  
 
List of Background Papers:  There are none. 

Contact Officer: Lorraine Ford, Scrutiny Manager 

Telephone: 020 7983 4394 

E-mail: lorraine.ford@london.gov.uk  
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