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Nicky Gavron (Chair):  Welcome to this meeting.  We are kicking off our investigation and I would like 

to start with a question for you, Steve. It is a general question to get us into this discussion.  What are 

the opportunities and challenges inherent in the framework and funding arrangements for the building 

of affordable housing in London? 

 

Professor Steve Wilcox (University of York):  The opportunities - the key thing is that essentially 

the higher intermediate rents for social sector tenants, although problematic in some ways, are going to 

keep the show on the road in enabling new development to go ahead with a lower level of grant rate 

available from the Government budget.  That is the key opportunity; that we are still able to go ahead 

with development. 

 

It is not just a question of the issue of the budget cuts.  The modelling that was done for the 

Department for Communities and Local Government (DCLG) a couple of years ago as part of its review of 

council housing finance actually showed that, in the main, moving towards higher rents would not just 

reduce general subsidy and capital grant upfront but, even when you took account of higher housing 

benefit costs, would actually achieve net savings in terms of overall public expenditure.  There is an issue 

about public expenditure efficiency that goes beyond the current immediate financial constraints that we 

have.  

 

That said, the modelling that was done for DCLG did not take into account the particular circumstances 

in London, and the much higher level of market related rents that will be in London relative to the rest of 

the country, which does put a question mark about the sense to which there are potential long term 

savings through housing benefit.  Nationally, that was the picture. 

 

Those are the key opportunities but, there are plenty of challenges and I am sure colleagues here will 

enumerate many of those as we go forward.  The key thing is that the higher level of rent, particularly in 

London where we have got that bigger gulf between levels of earnings and market prices, is issues of 

affordability and issues of work incentives for working households on lower incomes. 

 

The reforms are also coming in in a time of complex change in the benefits and welfare system, as well as 

within a challenging economic context.  There are issues about the housing benefit reforms and the new 

lower level Local Housing Allowance (LHA) rate and, although they have not been set as an absolute 

limit for the new intermediate schemes in terms of the Homes and Communities Agency (HCA) guidance, 

there will be real question marks - and I am sure associations will be very aware of the risks - of moving 

to rents which would be above those LHA rates.  Not that that should happen in the main, because 

typically, if you are looking at 80% of market rents, the LHA rate for the 30th percentile point in the 

distribution, because the distribution rents are relatively flat, typically the 30th percentile mark is only 

about 5% or 10% below the medium.  It varies a bit by size of property and area. 



 

 

So outside of the central London area, where you have got the new housing benefit caps, the only cases 

where you should see schemes coming up with an 80% of market rent which was above the LHA level 

would be if they were a particular upmarket scheme within the broader locality where they are to be 

found.  It is probably not a general problem, but it will be an issue in some cases and, particularly, in 

central London. 

 

We have also got the fundamental changes in market dynamics in London: partly, because of the LHA 

rates, and the movement out from central London to outer London, that that is likely to bring about.  

Also, the changes in the private sector market, the constraints on mortgage finance and the deposit 

barrier for first time buyers - all of which are adding into a different dynamic in the market. 

 

Further ahead, the risks for the new style intermediate rents for social sector tenants come in the form of 

the national benefit cap.  The details of that are under discussion and I know the Greater London 

Authority is involved in that -- 

 

Nicky Gavron (Chair):  This is the total benefit cap? 

 

Professor Steve Wilcox (University of York):  This is the total benefit cap. 

 

Nicky Gavron (Chair):  Does everyone know what that is? 

 

Professor Steve Wilcox (University of York):  This is the notion that no one who is of working age, 

but not working should get a benefit that is more than the average earnings, which translates at about 

£500 a week.  By the time you take family allowances -- 

 

Nicky Gavron (Chair):  Regardless of family size? 

 

Professor Steve Wilcox (University of York):  Yes, regardless of family size.  There is a possibility 

they might tweak it by disregarding child benefit, but that does not make a great deal of difference.  It 

essentially means for larger families you are not talking about the £400 cap that is being talked about 

that is being introduced for the private rented sector, but in effect, more like a £200 cap because after 

you have allowed for personal allowances that would be all that is left to cover total support and housing 

costs, and that would have to include council tax benefit as well as rent. 

 

In terms of the client group going into intermediate housing, let alone mainstream social housing in 

London, there are very problematic issues about families.  There are issues there about the allocation 

policies and whether you can allocate those households that you need to support in to social sector 

housing, which is at the lower level rather than at the 80% of market levels.  There are lots of issues 

around that. 

 

Then we have the issues around the universal credits coming in which, in many ways, offers the 

opportunity to simplify the benefits scheme.  There is very clear evidence that the current arrangements 

are not working very effectively.  Certainly, the housing benefit scheme, as currently structured, does not 

deliver the work pays message.  You have got less than a 50% take up of housing benefit by working 

households: there is a lot of confusion about it. 

 

However, although the universal credit provides the opportunity to provide a more simplified and 

integrated system, there is - I will not go into the details - a complex two tier earnings disregard which, 



 

frankly in my view, will nullify the potential gains through universal credit because it is so complex. It is 

difficult to understand and it will not, effectively, promote the work pays message.  For tenants with 

higher rents who get the lower level earnings disregards under that regime, work incentives are not 

effectively improved compared to the current position. 

 

Looking a few more years ahead, there is then going to be an issue about rationalisation of rent policy, 

because we have got two policies for the social rented sector.  We have got the existing social rent policy 

and then we have got the new style 80% of market rent policy.  At some point some Government is 

going to want to look again at all of that and rationalise arrangements. 

 

Again, I am sure colleagues in the housing association sector will tell you that, whilst this is all well and 

good in terms of keeping the show on the road, there will be limits to its capacity in terms of borrowing 

at these narrower margins and lower levels of grant rate, and there is a much higher risk exposure 

involved that they will have to deal with.  One of those is, in the medium term, there will be political 

uncertainty about this project, and that may reinforce or shape the way in which the policy on rent is 

rationalised.  Those risks, in turn, make it problematic for associations to look at a very simple 30 year 

business plan, on the assumption that they will be able to operate at the levels of rents they know they 

will be able to secure in the next few years. 

 

There are plenty of challenges, but the key point is that it keeps the show on the road to get some 

supply going. 

 

Nicky Gavron (Chair):  You talked about 30 years ahead.  If we just look to 2013 to 2016, were you 

referring to what happens when rents are tagged not to the market level of rent but to the Consumer 

Prices Index (CPI)? 

 

Professor Steve Wilcox (University of York):  Not particularly.  There has been a lot of discussion 

about that.  There are two things to note.  One is that the definition of a CPI will change very shortly; it 

will have a homeowner housing cost element introduced into it which will bring it closer to Retail Prices 

Index (RPI): it is not all the way up to it but closer to it. 

 

The other thing is that, Government has acknowledged that you cannot go on forever uprating benefits 

and rents just solely in relation to the CPI.  That is the current strategy, but clearly that would have to be 

reviewed after a period of years, particularly if there is a drift between housing market values and CPI 

over time. 

 

Nicky Gavron (Chair):  Traditionally the CPI has been lower than the rise in rents? 

 

Professor Steve Wilcox (University of York):  Yes it has. 

 

Nicky Gavron (Chair):  So if it is tagged to rent levels then your 30th percentile is going to drop? 

 

Professor Steve Wilcox (University of York):  That is right.  In evidence to the Select Committee 

Lord Feud acknowledged that this is just for a couple of years.  After that it will have to review it and see 

where the market is going. 

 

Nicky Gavron (Chair):  So in 2016 it will review it? 

 



 

Professor Steve Wilcox (University of York):  Is it 2016 that there will be a review?  Before then we 

will also have a different definition of CPI, which will be slightly higher. 

 

Nicky Gavron (Chair):  Slightly higher: that is important.  Does anyone else want to come in on the 

challenges and opportunities section? 

 

David Montague (Chief Executive, London and Quadrant):  Could I perhaps add a few words?  

Firstly I would agree with Steve that the greatest opportunity is that it gives us the ability to keep the 

show on the road, it gives us flexibility with the way in which we use our assets and the level of rent that 

we charge, and that is worth something to us at the moment. 

 

For some time the housing associations, a number of us, have been asking for greater flexibility.  We 

have got it and I think it is important that we use it.  A number of us have concerns about affordability.  

In fact I think that is probably the greatest challenge that we now face.  Just to give you an illustration, 

the current rent that L&Q charges on a one bed - this is in Haringey - is £85 a week.  80% of the market 

rent will be £168 a week.  The rent that we charge on a four bed is £126 a week.  If we charged 80% of 

the market rent that would increase to £390 a week.  If you compare that to Steve’s £500 a week total 

benefit cap you can see that residents will not have a great deal left to spend on other things if we 

charge the full 80%. 

 

77% of our residents earn less than £15,000 so if you combine the earnings of our residents with the 

potential for increasing rents to something like £390 a week on a four bed you can see that the living 

standards and affordability are serious concerns for us moving forward. 

 

Nicky Gavron (Chair):  Can I just interject?  We were told by Steve that benefit will soak this up.  

Would benefit soak that up with the benefit caps? 

 

David Montague (Chief Executive, London and Quadrant):  Only up to a maximum of £500 which 

is why we are concerned about that level of limit, especially in London. 

 

Mike Tuffrey (AM):  £500, but the figure you quoted, even the highest, was £390. 

 

David Montague (Chief Executive, London and Quadrant):  £390 would be the weekly rent for a 

four bed flat.  That would score against the total £500. 

 

Mike Tuffrey (AM):  Is that a £500 rent cap or a benefit cap? 

 

Nicky Gavron (Chair):  It is a total benefit cap. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  It really becomes acute.  It is not just a 

London problem; it really becomes acute the larger the household.  When you get to a four bedroom six 

person household, actually there is not enough left from the £500 after other benefits to pay for current 

rents, let alone any higher rents. 

 

Nicky Gavron (Chair):  The total benefit cap only applies to people who are too sick to work or -- 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  It only applies to people who are not in 

employment so if people go into employment those caps do not apply.  Of course if they then go back 

out of employment then they are caught by it.  It is a potential trap. 



 

 

Nicky Gavron (Chair):  For people who are seeking work? 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  Yes. 

 

Jenny Jones (Deputy Chair):  There is quite a human cost to this isn’t there? Steve that was  a very 

good presentation; it became slightly academic when you mentioned things like movements of people to 

outer London, which is quite a dry way of saying a lot of displacement.  Displacement is one of the real 

challenges isn’t it; the social demographic changes. 

 

Professor Steve Wilcox (University of York):  That change particularly will happen through the local 

housing allowance in the private rented sector.  It was not really the focus of this morning’s discussion: a 

very big issue though. 

 

I must apologise; I have been trained over the years to use non-colourful language.  I know of which you 

speak!  The total benefit cap could also have a similar effect as far as the social rented sector is 

concerned in terms of that displacement or movement, particularly of non-working households, out of 

central London to accommodate that cap. 

 

There is a lot of churning.  We quote these standard statistics: about half of the working age social sector 

tenants are not in work and half in work, but actually what that means is there is an awful lot of 

movement of households in and out of low paid work over time.  They are not concrete and separate 

categories, which actually makes this cap more challenging. 

 

I have not seen, as yet, what the definition is going to be of what constitutes being in work.  How many 

hours work is going to be required in order for that national cap to not apply?  One of the things 

everyone is going to have to think very carefully about is about work creation schemes, in effect.  How 

can you assist tenants to get back into work at least to the degree that is required so that that cap does 

not apply?  That has got to be part of the strategy, rather than just the housing policy strategy. 

 

Richard Donnell (Director Research, Hometrack):  I would agree on whole affordability thing, but 

some of the modelling work we have been doing - a lot of this is whether you go with your head or your 

heart.  A lot of this was set up to let providers charge higher rents to generate more capacity for 

reinvestment.  We have done some work looking at the impact.  If you set rents targeted at lower 

quartile incomes versus letting them float and in line with 80% of open market rental value, but capped 

at the cost of buying a property, there is a real question mark about how high do you go?  Rents are 

trading at a minimum to buying at the moment.  We need to make sure that rental levels are not above 

the cost of buying outright in the open market. 

 

There is a big material difference between where you set your rental levels.  Where local authorities are 

coming from in terms of setting their lettings policies there is quite a material difference.  If you take a 

really optimistic set of assumptions and charge relatively high rents, you could be talking with the big 

housing associations of 4,500 units a year.  If you then squeeze all those assumptions back, keep the 

rents low and heavily targeted at those who are facing affordability problems then you can take quite a 

big cut in the potential amount of delivery. 

 

The general issue we have got at the moment is a lot of uncertainty.  I agree with Steve; the opportunity 

is certainly there.  We have got a relatively low turnover rate of general needs housing in London: it is a 



 

big issue.  In London - some old numbers of mine - the average general needs property owned by 

housing associations turns over once every 28 years or so and in London, compared to an average of -- 

 

Jenny Jones (Deputy Chair):  Is that good or bad? 

 

Richard Donnell (Director Research, Hometrack):  It can be good and bad.  If you are trying to 

generate more capacity then you need turnover to be able to charge higher rents.  Where the rents are 

then set the replacement cost of housing is higher about where this reinvestment happens.  What we do 

not know is how much untapped capacity housing associations have got to then part fund. 

 

There are a number of issues here about where we set affordable levels and then the impact it has on 

delivery.  It is a simple analysis really about where do we want to set rent levels and what impact on 

delivery. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  An additional point really about the 

challenges.  One of the challenges for us is going to be setting a rent policy because the logic of the 

system - we can only charge rents that we believe are affordable and that our tenants can pay, otherwise 

we defeat our objects and business-wise it does not make any sense.  We foresee that we will be 

charging considerably less for a four bedroom house than for a one bedroom flat, which is rather ‘Alice in 

Wonderland,’ rent setting.  I suspect that this is where this is going to take us. 

 

Because of the total household benefit cap, as I was explaining earlier on, you get to a point with a larger 

household, where they simply will not have enough left to pay more than the current social rent would 

charge -   let’s say for a four bedroom house of typically £120 a week.  They may not even have enough 

to pay for that; they certainly cannot pay for any more.  Whereas the benefit system will cover, perhaps, 

something like £200 a week for a one bedroom flat.  We are going to end up, unless there is some 

movement on the total housing benefit cap, with some rather bizarre rent policies. 

 

Andrew Boff (AM):  With regard to housing benefit, all the major parties were in favour of reforming 

the housing benefit system: apart from the Labour manifesto.  They did not want to see the subsidy of 

people to live in the private sector on the rents that other ordinary working families could not afford - 

and all the parties had a consensus on this.  Was there a better way to address this issue than is currently 

being used? 

 

Professor Steve Wilcox (University of York):  There were two areas, I think, where there was 

consensus.  There was consensus about the need to reform the local housing allowance system in the 

private rented sector and, whatever the result of the last election had been, there would have been some 

reduction in the level of eligible rents.  The differences, politically, are about how far and how fast on 

that, as in other areas. 

 

There was also fairly broad consensus about the principle of introducing universal credits, but where 

there is not consensus is around the notion of the national benefit cap.  That is much more party political 

in terms of different views and perspectives, because that very uneven way impacts on larger families 

relative to smaller households.  That is the area of policy where there is more contention but, for the rest, 

you are absolutely right, there is a broad degree of consensus. 

 

David Montague (Chief Executive, London and Quadrant):  Can I add to that from a housing 

association perspective?  The original Centre for Social Justice proposals are broadly supportive.  The 



 

current benefit system is far too complex so a radical simplification of the benefit system is broadly to be 

welcomed. 

 

There are two key issues for housing providers and the first, as Steve rightly says, is the level of the 

benefit cap, especially in London.  £500 a week when we might be charging £390 a week for living 

accommodation is simply too low.  There is an issue about what is in and what is out of that £500 total 

limit for London. 

 

Andrew Boff (AM):  If I may?  Here we are getting to the nub of the problem; there is a London 

context to these changes. 

 

David Montague (Chief Executive, London and Quadrant):  That is absolutely right. 

 

Andrew Boff (AM):  Which you are saying possibly has not really been addressed.  In terms of national 

policy, a reasonable thing, but in London it has got a particular context. 

 

David Montague (Chief Executive, London and Quadrant):  As I say, there is a broad consensus 

that a radical simplification is needed but there are issues in London that relate to affordability. 

 

The second issue, which is a national issue, is that, under current proposals, it is possible that housing 

benefit will be paid to the resident, rather than to the landlord.  Our lenders at the moment are saying 

that it is never a good time to make this change and now is the worst possible time.  In L&Q’s case, 

£280 million worth of rental income, 70% comes by way of housing benefit directly to us:  we receive a 

few cheques a month, all paid electronically.  Our estimate is that we are going to have to employ 

another 30 people to process the rents in order to keep up with a system of direct payment to residents. 

 

Andrew Boff (AM):  Could you tell us what are the likely impacts of affordable rent on the delivery of 

new affordable homes in terms of numbers, the different tenure profiles that there may be, types of 

tenure, and rent levels? 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  Both David and I are members of G15 which 

is a group of the largest housing associations in London and who are the main providers of new 

accommodation.  We have done a survey of G15 chief executives and the general feeling - it is just an 

average - is that output will be half compared to what we have been delivering over the last few years.  

That is despite a very strong desire to keep developing and to try to exploit the opportunities.  Probably 

the biggest single factor in dampening down expectations about output go back to the last question; it is 

really about the benefit uncertainties in terms of whether or not the tenants will be able to afford these 

higher rents. 

 

At the moment, while I think there is a lot of appetite amongst ourselves to develop more homes, we are 

developing for sale to generate more subsidies to add to grant.  Simply because of the proposals around 

benefit, maybe even more uncertain because, as David said, the idea that housing benefit direct may 

cease, associations are being very, very cautious. 

 

Andrew Boff (AM):  Can I drag that out of you?  You are saying, in the context of your long term 

investment decisions about new projects, that housing benefit is the critical thing that is preventing you 

from having a more ambitious target? 

 



 

Rod Cahill (Chief Executive, Catalyst Housing Group):  It is affordability, but housing benefit is 

probably the biggest factor here.  The notion of using higher rents to pay for your development, in 

principle there is no problem with it so long as the tenants can afford the rents.  What is on the table at 

the moment is the idea that we will charge higher rents but a significant number of the people who we 

are supposed to house will not be able to afford them because they will not be able to get sufficient 

benefit.  That is the fundamental challenge and obstacle to really making the most of the opportunity. 

 

Nicky Gavron (Chair):  It is not just families is it? 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  It is not just families.  There are two sides to 

this.  For those who are unemployed, not in work, the people who cannot afford these high rents are the 

larger families.  For people who are in work it is the smaller households where the benefit system is 

inherently less generous who are going to struggle most with the higher rents.  There are two sides to it.  

I would say that the really big problems are at the family end because that is where the biggest need is 

and, secondly, it is the uncertainty now created by saying we can charge higher rents, but we may not 

get housing benefit direct.  That causes us a lot of hesitation and concern. 

 

Jenny Jones (Deputy Chair):  Do you, in principle, think it is a good idea for the housing benefit to 

come through the household?  You said there is never a good time to make this change as if it was a 

change that you wanted to happen. 

 

David Montague (Chief Executive, London and Quadrant):  L&Q worked with the Chartered 

Institute some years ago and we undertook a pilot of paying rents directly to residents.  The basic 

premise was that residents would take this responsibility seriously.  We found that our arrears doubled 

during that time; we were absolutely right that residents did take their responsibilities seriously but faced 

with the choice between buying a pair of school shoes for their children or paying the rent they would go 

for the former rather than the latter, hence a doubling of our arrears: that was in more benign times.  Our 

experience suggests that it will place a financial strain on housing associations. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  I am sympathetic with the principle of the 

money going direct to the tenant and the tenant having choice and control and all the rest of it, but you 

then have to think about what that then does to supply?  If we have doubts about our ability to collect 

the rent we will not invest and lenders, as David said, whom we rely on, will not lend us money if they 

think that there are question marks about our ability to service loans. 

 

Professor Steve Wilcox (University of York):  I was part of the team that did the evaluation on the 

local housing allowance which introduced the direct payment for tenants in the private sector.  Again, 

that was a very considerable concern amongst private landlords.  What came out of that evaluation is it is 

not just that first principle about whether the payment should go direct to the tenant or to the landlord; 

it is actually important to the back up arrangements.  The criteria, for example, for dealing with 

vulnerable tenants where arrangements can be made for the rent to be paid direct to the landlord and 

also for transferring to direct payments to the landlord, in those cases either where there is a history of 

arrears or very quickly once arrears begin to develop.  If you can put appropriate arrangements in place 

around those areas - and the practice that has been administered by local authorities has been very 

uneven with the roll out of local housing allowance. 

 

With a national scheme, if you can have a very swift and effective means of making a transfer over to 

direct payment to landlords, then you can provide a much greater level of security for associations and 



 

social landlords but without having to go head on on the high principle, which is going to be a difficult 

argument to win. 

 

Nicky Gavron (Chair):  Could you say something about new tenancies, short term tenancies?  Are you 

factoring that in on re-lets, which is one of the ways we understand you are going to be able to make up 

your financing? 

 

David Montague (Chief Executive, London and Quadrant):  I can only speak for my association - I 

am sure Rod will have something to say as well.  Our intention is to stay with the probationary tenancy 

which we currently have in place.  The suggestion now appears to be that we move from one year to two 

years so that the minimum tenancy will be two years instead of one as it currently is.  Then we have 

every intention of offering a permanent tenancy to our residents following successful completion of 

probationary tenancy. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  We have not made a final decision about 

this, but we possibly would be interested in having a longer term fix so that we do have some 

opportunity to negotiate with tenants about moving them further down the line - we are talking five to 

ten years - if they are under occupying the home that they are in.  We would be interested in two to 

three year terms simply because we know from experience that circumstances of the households we 

house do not change quickly; they change over a long period of time. 

 

Mike Tuffrey (AM):  Can I pick up a couple of points?  Rod, did I hear you rightly?  You said your 

current projections are that you are going to be doing half the number of new developments than you 

have been doing recently? 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  Yes that is correct. 

 

Mike Tuffrey (AM):  Our briefing note says that you are planning to double. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  That was before all these changes.  We are 

committed and we are eager developers of housing.  That is what we are here to do.  We are very, very 

keen to provide affordable accommodation and we will take measured risks to do that, including 

developing for outright sale to cross-subsidise. 

 

Those ambitions were set under the old framework.  Under this new framework of lower grants, higher 

rents and benefit uncertainty we are trimming back our projections about development. 

 

Mike Tuffrey (AM):  This was based on access to private capital - our note here says.  There is a trend 

that the housing association sector will be looking to raise more private capital than previously with bond 

issues and so forth and that that would therefore bring more private money into the system and increase 

development.  You are saying that all those assumptions have now changed? 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  We have raised, as a sector, something like 

£40 billion of private money since 1988 and we will continue to do that.  In recent years most of that 

money has come from banks.  More recently, since the banking crisis, we have looked to the bond 

market and we will continue to do that. 

 

The issue, going forward with this new model, is that it assumes, because of much lower levels of grant, 

it therefore requires much higher loans per unit to pay for new development.  That really begs questions 



 

about how sustainable this is longer term because housing associations, whilst they do have a lot of 

capacity, there are limits to that capacity.  For example, most associations will have gearing covenants 

which, effectively, put a limit on how much borrowing they can have relative to their assets. 

 

Mike Tuffrey (AM):  David, the numbers you gave us for your one bedroom and your four bedrooms in 

terms of the gap between what you are charging and the market rent, shows the extent to which, in one 

view, people who have a tenancy with you are being subsidised.  If you just take your one bedroom 

property, £80 compared to £160, somebody is getting, as it were, half price rent if you accept the market 

figure.  I do not actually and I want to come on to that.  If you accept that as a measure the question is, 

somebody is therefore getting that level of subsidy. 

 

Jenny Jones (Deputy Chair):  Wasn’t that the 80% figure though, or was that the market? 

 

David Montague (Chief Executive, London and Quadrant):  That was the 80% figure -- 

 

Mike Tuffrey (AM):  An even bigger subsidy!  The point is then it is your lettings policy which is 

deciding who should get that and that, therefore, one presumes that your lettings policy is the right way 

of allocating that subsidy out.  That gets you into questions whereby if somebody’s circumstances 

change - so even if you say your lettings policy will get that subsidy to the right person that changes.  

The question is really to go back to something Steve said; is it right to therefore move to a system 

whereby the benefit rule should determine who gets the subsidy and that we should not use lettings 

policies to decide who gets the subsidies? 

 

When I came into this 20 years ago the view was, ‚No, no.  We should let councils’ lettings policies 

decide who gets subsidised housing‛.  Are you saying that that fundamental assumption is now outdated 

and we should use the benefit system to decide who gets these very large subsidies? 

 

David Montague (Chief Executive, London and Quadrant):  One point I would like to make is that 

we do welcome the flexibility on the lettings side and on the rental side.  The flexibility that we have 

been given is not quite what we expected.  What we have been asking for some time is a small amount of 

flexibility across all of our stock, rather than a large increase in rents on just our new build and re-lets.  

Just to give you an example of the difference, if we were to change £1 a week extra across all housing 

association and local authority stock, that would be worth something like £4 billion.  We could borrow 

£4 billion which could be serviced by that £1 a week increase.  That would not undermine affordability 

for all of our residents: that kind of flexibility would be worth much more to us. 

 

Tony Arbour (AM):  I wonder if you could make that simpler. That is £4 billion across the sector.  If you 

relate that to a house, how much gearing would you get from that extra £1 on an average property? 

 

David Montague (Chief Executive, London and Quadrant):  I have not done that calculation but I 

could certainly do it. 

 

Tony Arbour (AM):  It is close on £1,000 isn’t it? 

 

David Montague (Chief Executive, London and Quadrant):  It would be something like that, yes. 

 

Nicky Gavron (Chair):  That is just L&Q you are talking about? 

 



 

David Montague (Chief Executive, London and Quadrant):  No, this is £1 a week across all housing 

association and local authority stock. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  I think it is about £800.   

 

David Montague (Chief Executive, London and Quadrant):  Another important point is something I 

referred to earlier and that is that something approaching 80% of our residents earn less than £15,000 a 

year, so the prospects of the vast majority of our residents changing their circumstances significantly 

during the period of their tenure are somewhat limited.  The shape of social housing tenure has changed 

very significantly over the last 20 years so, whilst the flexibility is welcome and some incentives would be 

welcome as well, we need to recognise that the use of social housing has changed very significantly over 

the last few years. 

 

Mike Tuffrey (AM):  I understand that.   

 

Professor Steve Wilcox (University of York):  If I come back to you on the principle?  There are a 

number of dimensions to that.  The first thing is the allocation of council housing or housing association 

housing - in essence the economic subsidy that is attached to that property is actually being allocated 

according to a system of priorities in terms of housing policy.  As local government and engaged 

landlords you are making decisions.  There are arguments about exactly how you do it and about what 

the priorities are in terms of who really should be helped.  In terms of a local housing alliance system or 

system which is purely based on market rents and housing allowances there is a much greater degree of 

self-selection by households in terms of which properties they go into and where.  There are both 

advantages and disadvantages with those approaches.  My own view is just saying you have got to go 

entirely down one road or the other does not get you the best outcome. 

 

There is also the issue that we are getting now that it is not just your allocation or subsidy if someone 

goes into social housing.  Are they going into social housing with an existing social sector rent?  Are they 

going into an intermediate rent?  You have got those anomalies in terms of equity between existing 

tenants and those tenants who go into re-lets or new lets at the higher rent levels.  That is much more 

difficult to resolve. 

 

The other issue, very simply, is the trade off.  The closer you get towards market rents - this is 

particularly a London issue where you have such enormous gaps between low level earnings and market 

prices - there are real issues about the extent to which you extend benefit dependency.  In those 

circumstances you have net public expenditure costs if you drive it all the way to the market.  That is, 

particularly in a London context, a reason from holding back to going all the way to the market. 

 

There are lots of issues here about horizontal equity between households which are difficult and do need 

to be given a lot of thought. 

 

Richard Donnell (Director Research, Hometrack):  Just a point about the original question about 

the volumes.  We have looked at all the lettings data for 2009/10 and done some modelling work on 

what would the outcome be.  You can make a whole series of assumptions here.  The assumptions are 

endless.  For London, if you take 2009/10 you get about 4,000 properties converting to affordable rent 

basically, so you are looking at the affordability of those tenants.  The key trigger then is what rental 

level do you end up charging?  If you let the rental level flow close to 80% of open market rental value 

but capped at the cost of buying the same sized property, you end up with a rent averaging about £194 



 

a week, which is a sizeable step up on current rental levels.  If you then control that rent down and bring 

it down to be targeting more like lower quartile incomes you end up with about £180 per week. 

 

The key issue here, as Rod mentioned, is the grant rate.  It mentioned in one of the papers about 

£100,000 on the average grant rates.  All of a sudden numbers are being bandied around at much lower 

than that.  The grant you assume - and that is the grant rate coming from the HCA currently being bid 

for by everyone but also this notion of matched funding from the housing associations about how much 

they can put in - does have a material impact in a market where the replacement cost of property is 

much higher than in other parts of England. 

 

On the modelling we have done, if you just focus on the big top 60 developing housing associations, you 

get anything - depending on the assumptions you take - between 1,500 and 2,500 units a year being 

delivered off about 4,000 conversions to affordable rent.  These are the numbers everyone is looking 

around in terms of how many units do you have to convert to the level one needs to supply at a certain 

level of grant assumption?  If you take a very harsh view on grant rates - and there is a whole debate 

about recycled grant funding going back in - where is the capacity for making that big assumption here 

that housing associations will be able to borrow 70% of the uplift potential?  The numbers are between 

1,500 and 2,500 for the big top 60 housing associations. 

 

If you looked at all the housing associations with stock in London the numbers get closer to 5,000 but 

then there is the whole issue about their capacity to do development there and capacity to borrow and 

the issue is who is going to end up bidding under the framework? 

 

Tony Arbour (AM):  Could I ask a question precisely on that point?  Your assumption is that the only 

provider in the future is going to be housing associations.  Is that a proper assumption? 

 

Richard Donnell (Director Research, Hometrack):  Once the housing revenue account (HRA) 

settlement comes through you can then bring in all the local authority owned stock, potentially, and look 

at that. 

 

Tony Arbour (AM):  So why do you not factor that in? 

 

Richard Donnell (Director Research, Hometrack):  I could do but that is not at the moment -- 

 

Tony Arbour (AM):  I understand that.  With your permission, Chair, I would like to go back on a 

question about raising money through bonds.  You talked about the total figures that have been raised 

since 1988 but I understand that L&Q last year raised a very substantial amount.  Was that issue over-

subscribed? 

 

Richard Donnell (Director Research, Hometrack):  It was.  We issued about a year ago and we 

sought bids for £300 million.  Within the space of an hour we had over £1 billion worth of offers from 

around the globe, so I do not think there is any doubt that English housing associations right now are 

seen as very attractive investments around the globe.  That is one of our unique selling propositions at 

the moment.  We are uniquely placed to invest but the issue is that there is a real tension between 

volume and affordability.  We are ideally placed but the question for us is what level of rent should we 

charge, how much risk are we prepared to take over the next 30 to 40 years and, therefore, how much 

volume are we prepared to commit to? 

 



 

We have been through some similar modelling as Richard.  If we make the assumption that we are going 

to charge 80% of the market rent across all of our new stock and all of our re-lets, we could embark on a 

very substantial programme, and financing as well.  We would look very different in four years time and 

our lenders would treat us in a very different way, but we could commit to a significant programme. 

 

The issue that we have got is first of all one of affordability.  If we charge 80% rents across the board are 

we charging the kind of rents that our traditional client group could afford?  The second issue we have is 

local authority support, especially in London.  Would we get the support of our local authority partners - 

which is essential - if we charge 80% across the board?  The third issue is lenders’ appetite.  Currently 

the reason that our lenders are prepared to offer £1 billion when I only asked for £300 million is because 

we are charging, on average, 45% of the market rent.  It is because we are a relatively safe bet as far as 

investors are concerned.  The more we erode that buffer the less attractive we become. 

 

Tony Arbour (AM):  What is your guess?  Supposing you made the issue today, do you think you 

would be over-subscribed? 

 

David Montague (Chief Executive, London and Quadrant):  I think we would.  The reason is that 

housing associations remain a relatively strong investment.  The reason is that we have got, what, 

2,500,000 homes in the sector currently charging a very significant reduction off of the market rent, 

because we offer assets as security and because we have been additionally grant financed and that grant 

takes the first hit if things go wrong.  We will remain a relatively safe bet, but the fundamental issue for 

our investors at the moment is the security of that investment going forward.  If the ability of housing 

associations to receive housing benefit directly is removed, that significantly erodes the confidence that 

they have.  It really depends, I believe, on what happens to housing benefit. 

 

Tony Arbour (AM):  I understand that point.  Since you are so substantially over-subscribed could it be 

that you could reduce the rate of return to the bond holders but, as you have already explained to us, 

what a secure investment it is, would you not be able to reduce your outgoings and raise the same 

amount of capital, but it will cost you less because of the demand for this instrument? 

 

David Montague (Chief Executive, London and Quadrant):  That is, effectively, what we did and 

that is what other housing associations are doing as well.  We are enjoying low margins at the moment 

because we are seen as a relatively safe haven.  We do have this tremendous opportunity to raise capital 

-- 

 

Tony Arbour (AM):  Can I ask what the yield was on the bond? 

 

David Montague (Chief Executive, London and Quadrant):  Housing associations at the moment 

are typically borrowing at a margin of around 100 basis points over the long term gilts. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  We are in the course of issuing a private 

placement bond for a substantial amount and we expect to achieve that sort of margin.  The appetite 

continues.  So, 1% above the Government gilt.  Of course the Government gilt moves up and down -- 

 

Tony Arbour (AM):  Of course it does. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  We are expecting similar appetite.  Certainly 

we will be sending signals to potential investors that we are taking a cautious approach to this new 

model.  As David said, if we were to give the impression that we were going to go to town and really 



 

extend ourselves then that would deter some potential investors.  It is getting the balance right between 

being ambitious but, on the other hand, being able to demonstrate long term solidity. 

 

Andrew Boff (AM):  At the end of the day we are talking about a change in housing policy that has to 

address the fact that we have not been building enough houses in London over the past few decades 

because we are talking about the problem of scarcity and the problems of dealing with a very rare 

resource.  If the confidence is there within the markets to invest in you to deliver those new properties 

then what is the fundamental thing that is getting in the way of you being more positive? 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  The unfortunate thing about borrowing 

money is you have to pay it back!  At least we take the view that we have to pay it back and we rely on 

our rental streams to do that.  We go back to the issue of affordability.  There is no point building homes 

at rents which people that we are here to house - and remember we are charities with charitable 

objectives to fulfil as well as social policy to meet - cannot afford to pay.  

 

The biggest obstacle in the way of all of this really is the benefit system which is, basically, saying it is 

not going to pay those higher rents for households above a certain size.  There has got to be a virtual 

circle here between rent policy, benefits and housing policy.  At the moment they are fighting with each 

other. 

 

Andrew Boff (AM):  On that housing benefit issue - you would presumably be supportive - the Mayor 

is pushing for there to be transitional arrangements for London to be taken into consideration.   

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  I think it is absolutely key to getting the 

most out of this opportunity.  It is absolutely vital that the benefit system is aligned with the objectives 

of this policy. 

 

Nicky Gavron (Chair):  That is not transitional; that is longer term. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  There are transitional opportunities but 

there are longer term issues as well.   

 

Nicky Gavron (Chair):  Aligning it with the benefits system is a long term thing; not a transitional 

thing. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  I think it is about the caps.  It is that total 

household figure. 

 

Professor Steve Wilcox (University of York):  It has always been the case it is more expensive to 

provide housing - however we describe it - for low income households in London than in the rest of the 

country.  It has always been the case that average earnings are higher in London than the rest of the 

country.  Whilst one understands the principles of horizontal equity and the notion of looking at benefits 

and limiting round about the notion of the average wage, that is an average wage nationally that does 

not take into account the variations, particularly in housing markets, across the country.  There is a very 

strong case for arguing - even if you take the principle -those arrangements ought to be modified to 

take account of the London context. 

 

If I can go back to the point that was raised briefly about the capacity for councils to invest and potential 

rent increases there?  Again, we are setting up anomalies in terms of different treatment of the council 



 

sector and the housing association sector on what we are expecting on rents.  They have got the big 

restructuring for council housing going on at the moment.  It is difficult to do much in terms of changing 

of rents until that is bedded in. 

 

The other fundamental problem that remains is that the borrowing capacity of local authorities is going 

to be capped at the level of the opening debt under this new regime that is being introduced, so even if 

they can raise the rents and get some additional investment they cannot borrow against those rents so 

their potential to invest remains fundamentally constrained by public sector spending rules.  Curiously, 

because of the way it operates in Scotland they have managed to get away with a flanker on the 

Treasury, council housing borrowing is not directly constrained in the same way and they have just gone 

down the route of significant reduction of grant rates and finding that, because they do not have to 

control the borrowing of local authorities, it is local authorities in Scotland who have got the capacity to 

do very significant levels of investment. 

 

You are not going to get very far unless there is a change in the approach to public spending definitions.  

If we had international spending definitions where public corporation borrowing was treated in the same 

way as private corporation borrowing and you worry about the level of subsidy and grant and social 

spending, rather than corporate borrowing, it would not be an issue and there would be a significant 

capacity for local authorities to add to the investment as well: fairly uniquely we do not have those 

international spending rules. 

 

David Montague (Chief Executive, London and Quadrant):  If local authorities are given the same 

freedoms as housing associations they will face the same challenge when it comes to affordability.  That 

is really at the heart of this discussion; the tension between affordability and volume.  If housing 

associations and local authorities all charge up to 80% of the market rent and there is a £500 benefit cap 

on total benefits then our existing client group will not be able to afford the homes that we are building. 

 

For that reason, what housing associations are doing is our best to operate significantly within the 80%, 

so pushing rents down to what we believe is a more affordable level but that has a direct consequence as 

far as volume is concerned. 

 

Mike Tuffrey (AM):  We are talking around this as though there was some sort of god given figure for 

what it costs.  Your market rent figure has been escalating in London.  Nobody is talking; yet, in terms of 

whether that is the right figure.  Essentially the thrust up to now has been we should push social rents up 

close to market rents and get more money in the system, but what is to say that the market rent is the 

right figure?  Those who studied it will give me the history.  We used to have rent controls.  In tying 

everything to market rents aren’t we simply having a large transfer of wealth to those who happen to 

own private property for rent?  Should part of the housing policy debate be looking at market rents?   

 

Richard Donnell (Director Research, Hometrack):  All this is about is understanding the dynamics of 

the market basically across tenures.  If you look at, say, 60% of local housing allowance versus what is 

the 60% of local housing allowance - which for a two bed property is somewhere between about £120 

and £180 per week right - across all the London boroughs and then you look at 35% of lower quartile 

income, it pretty much tracks the same thing. 

 

The real issue here is the question of what do you want to do with the central London boroughs where 

the gap is much bigger?  The debate is do you base it on incomes and target the incomes?  Some of the 

draft documentation coming out of some of the local authorities - and this whole debate actually does 

not focus on rents, it is going to focus on income levels that we are trying to target here and you end up 



 

with a much better debate about what is the housing need in this area, what incomes and what 

household types we are trying to target. 

 

At the moment the language is all of percentages of open market rental value.  It is clear in London the 

debate is already moving to 60% of open market rental value and 60% to 80% of local housing 

allowance.  Everyone is coming together on what this affordability gap is.  Ultimately I think we will end 

up focusing on income levels and rental levels will be coming off the back of income levels.  That is my 

view. 

 

Professor Steve Wilcox (University of York):  We have had a whole history of different rental 

policies.  If you go back before the latest policy the housing corporation’s model was all based on 

affordability, ie the grant rate was related to rents which were linked to local earnings, rather than local 

housing markets.  The current policy for rent restructuring is based around the notion of 70% earnings 

and 30% market, so there is a compromise between housing market indicators and the value of getting a 

sub-market rent and earnings and affordability indicators.  We are not just, at the moment, going to a 

change to a higher rent level; it is the switch from a system which is based predominantly on earnings 

with a bit of housing market to one which is suggested to be entirely based on market values.  I think 

there are real questions about that. 

 

The broader thing to remember is the biggest beneficiaries of economic subsidy are probably most of us 

sitting round the table who are existing home owners, who do not pay capital gains tax and who do not 

pay any tax on the imputed value of the property that we occupy.  Whereas, in the private rented sector, 

it is almost a model of taxation; the landlord gets tax relief on the interest cost and pays a tax on the let 

profit: there is a trade off there.  It is almost a hierarchy where existing owners are getting the greatest 

benefits out of the market and that is driving up prices.  Private landlords are somewhere in the middle 

and first time buyers and new entrants to the market are the ones who face inflated prices across the 

market as a result of the subsidies and the benefits of ownership that many of us enjoy. 

 

No one politically is going to change that system fundamentally but I think we would do well to 

recognise that in terms of not looking to argue that other folk who do not have the same tax advantages 

should pay a full market value, because we are actually paying a full market value but only based on 

having those advantages. 

 

There are detailed questions but there are also in principle questions.  A much more considered debate 

about how a higher rent policy makes more effective use of Government’s scarce resources and is a more 

equitable one and deals with issues of affordability; we have not really had that proper debate.  We have 

heard today associations are thinking about it and wrestling with it but everyone seems to be wrestling 

with that independently. 

 

Mike Tuffrey (AM):  Can I follow up my question because I am keen to broaden the focus of this study 

just from responding to what the Government is doing to some bigger things that we could be calling 

for?  I am pleased we have talked about affordability, because one of the other sections who are 

benefiting from the subsidy into social rents are employers who are able to employ people at lower 

wages because they are able to get some of the workers they want and paying less for them.  Things like 

the minimum wage level in London - because it is a national minimum wage; there is not a London 

minimum wage - that piece of the puzzle it seems to me should be brought into the debate which you 

have done. 

 



 

Can I then focus on the rent level?  You are making the point that this escalating private rent is a central 

London issue.  Should we be talking in the policy mix of rent controls?  Where is that idea relevant to 

this debate? 

 

David Montague (Chief Executive, London and Quadrant):  We are all working on the 

understanding that we have been given greater flexibility over rents at the moment.  As a consequence, 

we are seeing different organisations doing different things but I think we are, as Richard suggested, 

converging into the same place.  Certainly in my experience we are moving away from a market driven 

rent and towards a rent that is driven by affordability.   

 

Mike Tuffrey (AM):  Just to be clear, when I said rent control I mean private sector rents.  All parties 

were agreed about vast amounts of housing benefit going into private rents.  We have tackled it by 

cutting the housing benefit rather than tackling it by cutting the rents going to private landlords.  Why 

aren’t we addressing the private rental sector given that, in New York, they have rent control and 

similarly in other continental European countries?  Why are we not talking about private rent controls at 

all in this debate? 

 

Tony Arbour (AM):  Was that a coalition agreement?! 

 

Mike Tuffrey (AM):  We are engaged in a proper scrutiny exercise!  It is not in the coalition agreement 

and no party as far as I am aware is yet arguing for it - it certainly was not in the Labour manifesto.  The 

Labour manifesto was for - anyway we will not go into that because that takes us off track. 

 

Valerie Shawcross (AM):  You have not seen it yet. 

 

Mike Tuffrey (AM):  No, the old Labour manifesto.  Can I take a view as to whether private rent 

control is part of the policy mix we should be looking at?  Steve, I am sorry, I keep looking to you 

because you are a thinker, as it were, rather than a doer on the platform. 

 

Professor Steve Wilcox (University of York):  You may be asking for more than you want.  I did my 

first Post-Graduate thesis on rent control so if you want three hours on it!  Essentially rent control does 

not have a happy history in terms of long term supply.  There are issues about having a prudent market 

regulatory framework and the legal concept of a fair rent goes back to the notion that, in a constrained 

market, rents are artificially inflated and rents should be held down below the levels of artificial demand 

in the market: that is a very slippery concept. 

 

My concern would be the extent to which rents are high as a result of inadequate overall supply and the 

inflation of housing market values, predominantly as a result of subsidies for owner occupiers which then 

get reflected in the market prices for rents, rather than justify the rapacious actions of individual 

landlords.  Now some of them are rapacious but, essentially, they have to operate within the market as it 

confronts them. 

 

There are issues about maintaining standards.  I think there is a debate about security in the private 

rented sector.  We hold out the example of Germany all the time as the ideal country with a much more 

developed private rented sector, but what gets forgotten is, in Germany, tenants have security of tenure: 

they have long term security of tenure.  There is also an interesting experiment in Ireland where tenants, 

after a probationary period, have a four year period of security which, given the relative rapid turnover of 

tenants in the private sector, might be regarded as more proportionate in terms of providing that 

security. 



 

 

There is a road about avoiding market excesses but going beyond that into more general control, I think 

that is more problematic. 

 

Andrew Boff (AM):  Can I ask something?  The argument surely against rent control is that it does 

exactly what we are not trying to do to housing associations and that is to constrain the future supply.  

People will not come into the market if they think they are going to be controlled.  Not all of us are 

home owners sitting round this table; I rent.  I absolutely agree with you the most important thing is 

security of tenure, especially when you live near the Olympic site and your landlord might want to take a 

quick hit and decide to chuck me out in order to do that.  Security of tenure is the big issue; it is not 

necessarily the rent levels that affect people.  I will just feed in my bit to the debate! 

 

Jenny Jones (Deputy Chair):  We might not all agree. 

 

Nicky Gavron (Chair):  No, we might not all agree with that. 

 

Jenny Jones (Deputy Chair):  The next question is what do you think is affordable?  What is the 

appropriate level?  You talked about it being currently 45% of market rate but is that going to rise?  

Once you do hit on a - are you going to base your decisions on the level of rent, on whether or not it is 

viable to build more? 

 

David Montague (Chief Executive, London and Quadrant):  We have spent a lot of time on what 

the affordable rent might be over the last few months.  I note that the London Plan suggests that 

affordable is something like 30% of net income.  We have been looking at the income of our -- 

 

Jenny Jones (Deputy Chair):  77% of your people have incomes of less than £15,000? 

 

David Montague (Chief Executive, London and Quadrant):  £15,000.  That is right, yes.  We have 

looked at what our residents currently earn, what their benefit entitlements are likely to be, we have 

looked at work done by the Joseph Rowntree Foundation of what outgoings might be we have made 

assumptions about tax and so on.  All of that suggests to us that our rents should be no more than 35% 

of net income and so it is that figure which will be driving the rent that we charge in future. 

 

In inner London it will be much less, in outer London it will be closer to the 80% and, broadly, the 

average is likely to be around 60% of the market rent. 

 

Jenny Jones (Deputy Chair):  That is a big jump. 

 

David Montague (Chief Executive, London and Quadrant):  What that means is that coming down 

from 80% to an average of 60% will have an impact on the number of homes that we can build.  We will 

do our best to close that gap, for example, by building for sale, by investing all of our reserves that we 

make every year, by gearing up, borrowing more money, but the inevitable consequence of charging a 

lower rent is that we will build fewer homes. 

 

Jenny Jones (Deputy Chair):  I am sorry to be difficult about this but do you charge less - you said an 

average of 60%.  Does that mean that some people will only be paying 45% and other people will be 

paying 80%? 

 



 

David Montague (Chief Executive, London and Quadrant):  That is right.  Based upon an 

assumption of who our average resident is and what they are likely to earn, taking 35% of their income 

and that will set out rent.  In some places that rent will be significantly less than the market.  In other 

places it will be closer to the market. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  I think we are in a similar sort of place.  As I 

said, there is this twist on it, which is in relation to larger dwellings where there is this absolute 

affordability problem posed by benefits.  We are foreseeing at the moment, as I said, whilst that will be 

the average, there is going to be this perverse outcome that we are going to be charging significantly 

less for four bedroom houses, perhaps no more than we are currently charging social rents, than we are 

for one bedroom flats. 

 

Nicky Gavron (Chair):  Do you think you will be building them though? 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  This is coming on to the next question.  All 

systems of housing policy all incentivise different types of behaviour and different types of investment.  

This system, as it is currently designed, with the benefits system, as it is currently designed, incentivises 

the production of small units because that is the sweet spot, if you like, in terms of where you can 

maximise the rent to deliver the most number of units.  That is not, actually, what policy makers, the GLA 

or people want to see produced.  There is a real mismatch there I think. 

 

Jenny Jones (Deputy Chair):  It is probably too soon for you to answer this but do you have already 

estimates of the size of the developments you would be able to achieve? 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  We have been achieving, over the last few 

years, the desired percentage of about 35% to 40% of new housing being 3 bed or more.  As there is 

movement on the benefit system, we expect that to drop significantly.  I feel if we achieve 20% we will 

be doing well.  That is probably the biggest problem with the model as it currently stands. 

 

Jenny Jones (Deputy Chair):  So the size of the development, the number of units, will be less, and 

the nature of the development will change as well?   

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  Yes that is correct.  At the end of the day 

there are choices here.  If there is a finite amount of grant to dip it over a number of new units then, if 

you do build more three and four bedroom houses, then the overall numbers will be fewer.  It is about, 

what is the right trade off here?  I think it is quite difficult. 

 

David Montague (Chief Executive, London and Quadrant):  Can I add to that?  We are all working 

hard to see how many homes we can provide.  One of the things that G15 members agree on is that new 

supply is a fundamental part of our mission.  It is in our DNA to provide more affordable housing.  We are 

doing our very best to do that but we all need to arrive at a position that we can be comfortable with and 

that we think we can justify to our boards, to our local authority partners and to our investors as well. 

 

We are naturally erring on the side of caution at the moment; having said that, that is to establish a base 

position.  In L&Q’s case we have got a good idea of how many homes we can produce every year under 

this new arrangement and we are going to do our very best to maximise that position. 

 

We can do even more;  we can do more affordable rent; we can do an increased number of larger family 

homes in partnership with local authorities.  What we are doing at the moment is having a conversation 



 

with each of our local authority partners setting out what we believe we can do and asking them how 

they would like it to change.  If, together, we would like to build more then there is a conversation that 

we need to have about the way in which public land is used, the value of local authority stock, the way in 

which HRA reform might be used and the way that the new homes bonus might be used.  A conservative 

based position can be enhanced in partnership with local authorities. 

 

Professor Steve Wilcox (University of York):  On that general issue of defining affordability, Rod 

has made the case about how that is critically defined in terms of the benefit structure and particularly 

this national cap on total benefit but it is also, more generally, the case that you cannot think about 

affordability outside of the context of the benefit structure.  If we could get some changes to the detail 

of the way housing costs are incorporated in universal credits and, particularly, if the earnings disregards 

can be reconfigured so that for working households there is a more effective incentive to work and that 

they would have a significantly increased disposable income, and see a marginal income increase from a 

solid base with the earnings disregard sorted out, then you can be more relaxed about the fact that, with 

higher rents, those households will still be dependent on housing benefit because they would have 

higher disposable incomes and still have high incentives to work. 

 

We have not quite got there yet in terms of what is being proposed, although I do believe there is the 

opportunity for that with further negotiation. 

 

Jenny Jones (Deputy Chair):  You talked about the work creation need.  That is obviously a different 

Government department but presumably they could coordinate that. 

 

Professor Steve Wilcox (University of York):  It is about social sector landlords thinking about that.  

If the target group you are trying to help is families and you know there are real problems about large 

families, looking everywhere you can to assist those larger families to take on sufficient level at work to 

get round that cap could be critical in terms of how we can supply for those families. 

 

At the moment, as far as I am aware, they have not yet set what the test is going to be and it will be 

different whether it is 8 hours, 16 hours or 24 hours, and all sorts of different figures are being bandied 

about for different purposes in the context of the national gap and universal credits.  If it is somewhere 

towards the lower end of that then it is actually more practical, probably, for social landlords to be 

thinking about how they could engage in that area. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  Many associations are doing that.  We have 

dedicated teams that are dedicated to trying to create opportunities for our tenants to get into 

employment.  In fact, we employ a number of our tenants ourselves to that end.  We are ready to rise to 

that challenge.  Obviously one of the concerns we have got is about marginal employment.  Someone 

goes into employment, they are charged a higher rent and then they come out of employment and they 

are clobbered by the cap.  I think it is quite tricky really. 

 

Valerie Shawcross (AM):  Are there any implications in any of this for specialist housing for people 

heavily dependent on benefits because they are disabled and you might be providing special 

accommodation?  Is that sector affected at all or is it too small? 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  In terms of the supported housing sector I 

think there are real problems in terms of making the affordable rent work at all.  There is pretty much an 

acknowledgement of that that the supported housing social rent will still have to apply; likewise, 

regeneration schemes.  There are a number of regeneration schemes across London which are part way 



 

through their programme where the tenants were originally promised that they would be charged social 

rents.  Again, those are going to have to be completed on the basis of social rents. 

 

There are a number of exceptions to this although it is certainly also the case that there are people who 

are not affected by the cap, so the cap applies to most households but people who are dependent are 

not affected is my understanding. 

 

Professor Steve Wilcox (University of York):  The changes are coming through in a way that 

disability benefits are defined and there will be a smaller proportion of households who receive those 

benefits which then take them outside of the national cap going forward.  A lot of households who in 

the past may have received those benefits will be being transferred over to Job Seekers Allowance (JSA) 

because the view is that they do not meet the more rigorous tests which are being applied going 

forward.  That does mean that there are going to be households who are more distant from the labour 

market coming into the remit of these rules.  The Government pulled back from the proposal of 90% of 

benefit for people who have been on JSA for more than a year, but the same sort of issues apply in terms 

of the way the national benefit cap will apply. 

 

Nicky Gavron (Chair):  Is the fact that the age for a single person, the threshold for receiving benefit, 

has been raised from 25 to 35 years of age affecting the vulnerable clients that you might be working 

with or housing?  The second thing is you are no longer allowed five beds as a cap.  You do not get 

benefit if you need five beds.  How does that impact on your sector? 

 

Professor Steve Wilcox (University of York):  Those things obviously impact on the private rented 

sector.  There is not so much an obvious impact across on to the social rented sector other than that, 

because of the reduced supply to those particular groups available in the private rented sector, there will 

be more demand on the social rented sector. 

 

Tony Arbour (AM):  Do you think that you will be able to make all the re-lets which become available - 

we understand there are going to be relatively few of them - will they all be re-let at affordable rental 

levels? 

 

David Montague (Chief Executive, London and Quadrant):  I think it very much depends upon the 

policy of individual housing associations and the agreement that they reach with their local authority 

partners:  there will be a range of outcomes.  Again, I can speak for L&Q; our intention is that we will 

move all of our one and two beds on to this new policy but, as Rod suggested earlier on, our three beds 

plus will stay on the old social rent for reasons of affordability. 

 

Tony Arbour (AM):  Are you going to be allowed to do that?  That is part of your new freedoms is it? 

 

David Montague (Chief Executive, London and Quadrant):  Yes.  That is exactly the case.  This 

whole thing needs to be agreed with local authority partners and with the HCA but that is the basis upon 

which we plan to bid. 

 

Tony Arbour (AM):  My understanding is that part of the object of this is to give you an additional 

funding stream, but if you are proposing to stick - Rod is proposing to stick - so far as 3 bedroom 

housing is concerned - to the answers - you are not going to get any extra money. 

 

David Montague (Chief Executive, London and Quadrant):  That is right.  We have the flexibility to 

charge up to 80% and apply that policy to a proportion of our re-lets.  That is the flexibility that we 



 

have.  As I mentioned earlier, there is a tension between affordability and volume and we intend to 

increase the rent on some of our homes in order that we can provide more homes, but we have a grave 

concern about the affordability of our larger homes and so we do not plan to change the rent on those. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  We will be using that freedom on a 

proportion of our rate re-lets but I suspect not a high proportion.  Quite a number of our re-lets, for 

example, are sheltered housing.  We are not looking to increase the rents on those.  As David says, we 

are very unlikely to increase the rents on the larger homes so there is going to be a proportion in the 

middle where we will do that. 

 

We do intend to go as high as we can - perhaps up to 80% - on a small number of re-lets and use that 

quite deliberately to house different people and to bring in a social mix on certain estates.  We will, at 

the margins, for similar reasons, convert some rented units into shared ownership.  These are all at the 

margins.  We have about 400 re-lets in London a year.  In terms of converting to 80% shared ownership 

we are probably looking at 10% to 15% of those.  On the balance, we will try, wherever we can, to push 

the rents up, but I do not think it is going to be anywhere near up to 80%, and it will not be on all of 

them. 

 

Tony Arbour (AM):  So this is not a revolution at all; it is a hiccup! 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  That will generate quite a bit of capacity.  

As David said earlier on, the missed opportunity here is the ability to increase rents on all of our homes 

by a small amount.  Once you get into this business of concentrating the fire on a few then it becomes 

much more difficult.  We will use every opportunity we can, subject to fulfilling our charitable objectives 

and subject to affordability, to generate that capacity.  What I am talking about will generate a 

reasonable amount of extra money that we can then use to support new homes. 

 

Mike Tuffrey (AM):  There will be some movement, there will be some extra money and there will be 

some new development as a result.  Will that be in London though?  You are London based.  It is in 

London where there is the scope to push this out, but building costs are less outside of London.  Are we 

not going to have a problem that the rents go up in London and the new homes appear outside London? 

 

David Montague (Chief Executive, London and Quadrant):  That is a risk. 

 

Mike Tuffrey (AM):  It is a big risk isn’t it?  For those of you whose remit is London you have got less 

scope but there is no rule saying you cannot.  I do not know where your focus is. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  If I was a local authority outside London I 

would be more worried about the risk the other way.  Our turnover in London is about 4%.  Our turnover 

outside London is about 8%.  The re-let opportunities are much more outside London than they are in.  

Personally, I think London has got more to hope for rather than fear in terms of this regime. 

 

I mentioned at the outset we had a pinion survey within G15.  One of the questions was: are you likely to 

develop more or less in London under this new regime - and the general view was more in London than 

outside. 

 

Mike Tuffrey (AM):  I understood there was a real risk that we would not get the houses in London. 

 



 

Rod Cahill (Chief Executive, Catalyst Housing Group):  There is a risk.  Who knows how exactly this 

is all going to break out?  All I am saying is that, if you look at turnover rates, where is a lot of our re-let 

money going to come from?  It is going to come from outside London, rather than inside. 

 

Mike Tuffrey (AM):  My apologies.  The money comes from one place and is spent elsewhere. 

 

Nicky Gavron (Chair):  Sorry, 80% of a market rent outside London is not going to give you an awful 

lot of money. 

 

Mike Tuffrey (AM):  The point is, once you increase the money, once you have got more money in 

your coffers, you have freedom as to where you spend that money for new build.  That is the point isn’t 

it?  You raise the money in London because that is, in theory, where - albeit with lower percentage 

turnover you have got higher scope to put the rents up.  Money comes into your coffers.  You then 

think, ‚Where do we get most bang for the buck? Perhaps Bexhill, Bradford or wherever, but not in 

London!‛ 

 

David Montague (Chief Executive, London and Quadrant):  That is a risk; that is a risk that we 

face.  The answer is that we need to make partnerships work within London.  London needs to be an 

attractive place for housing associations and developers to invest. 

 

Andrew Boff (AM):  In terms of investment opportunities you are going to invest where you are going 

to maximise your return and you are going to maximise your return in an area where the rents are high 

anyway. 

 

David Montague (Chief Executive, London and Quadrant):  In L&Q’s case almost everything we do 

is in London.  It is the place that we understand, it is the place that we are committed to and it is the 

place we intend to be.  We have been here for 50 years.  We plan to be here for another 50 years; that 

will not change.  It is fair to acknowledge that there is a risk. 

 

Professor Steve Wilcox (University of York):  The capacity for associations to take the resources and 

move out is, to some extent, shaped by the availability of grant.  There is still going to be some 

requirement for grant in some cases.  It cannot all just be done on the basis of the higher rents.  The way 

grant is allocated will determine, to a large degree, where the building is actually done. 

 

Outside London, in the south east and in the south of the country, yes, there are other opportunities.  If 

you go to the north of England it is already the case that social sector rents are at or about 80% of 

market level so there is no increase in capacity in those areas. 

 

The other issue that comes out of this in terms of getting more bangs for your bucks in terms of 

investing in lower price areas outside London - and from a London perspective - is going back to things 

like the old seaside and country scheme.  Always popular!  Very good value for money and there is high 

demand!  You gain displacement from family size dwellings in London by families that want to go to live 

in other areas and where you can build so much more cheaply.  Again, within this constrained financial 

regime, that is an obvious issue for London to be considering. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  What will drive things more than anything 

else is where the opportunities are.  We have not talked about planning at all, but one of the key issues 

about where you invest is where there is, through the planning system, release of land that can be 

developed for housing.  Echoing what David says, if London gets its act together and there are the 



 

opportunities there in terms of land and planning to provide affordable accommodation, then housing 

associations will invest.  That, to me, is the key thing. 

 

Richard Donnell (Director Research, Hometrack):  We have set off quite a lot of change here, 

basically.  We are asking associations and everyone to do a huge amount in a very short space of time.  

We are talking about a revolution and a mindset change in asset management, generation of capital, 

recycling of capital - we have not talked about shared ownership and the ability to recycle money 

through that route.  Local authorities are struggling in a way to keep up and have just started thinking 

about some of these issues. 

 

The partnering approach is right.  It might not have a big bang in the very short term but what we are 

really doing here is getting people to finally sit round a table; and say ‚who are we targeting? Where do 

the opportunities develop?  What is the viability of land?‛  We have got such a big viability problem in 

London.  A lot of people round the table need to have a bit of a wake up call on the viability thing.  If 

you are serious about building homes and serious about getting some bonus from that and having the 

open debate, this sets in train the opportunity for the slightly more short to medium term.  It is not going 

to deliver huge amounts in the very, very short term, but the opportunity there is more partner working, 

more focus, more agreement on viability and who we are targeting.  It probably will have an impact on 

delivery in London. 

 

Jenny Jones (Deputy Chair):  I want to ask about what you think the partners can do for you but is 

that perhaps a mop up question for the end?  We are looking for solutions to all these problems as well.  

Do you want to tell us now what you think the partners can do for you? 

 

David Montague (Chief Executive, London and Quadrant):  Both housing associations, local 

authorities, the HCA/GLA all have a strong hand.  This is a tremendous challenge that we face but we all 

have a strong hand to play!  In the case of housing associations we have new flexibilities in terms of our 

rents and use of our assets.  As we mentioned earlier we are seen as uniquely attractive by investors 

around the globe.  We are prepared to invest every penny of our reserves into new supply and into our 

social mission.  We share a social mission with local authorities and Government and we have got a track 

record of hundreds of years.  There is an enormous amount that housing associations can offer.  We have 

got a very strong hand. 

 

In the hand of the local authority there is public land, for a start, and if that public land could be 

transferred into some form of partnership on attractive terms then that is worth an awful lot in terms of 

supply.  Local authorities in many cases have valuable housing stock which needs to form part of the 

equation.  It is quite possible that there will be some advantage through HRA reform and if we throw 

that into the equation that might help us to build more homes.  We have got the new homes bonus, the 

potential of tax increment financing and there is a discussion for us to have around nominations as well. 

 

Both local authorities and housing associations have a strong hand to play but I think they are far 

stronger if we play them together. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  One thing about that is planning:  local 

authority and GLA in terms of planning.  It is setting that framework and using that framework to 

promote the opportunities for affordable housing. 

 

Nicky Gavron (Chair):  There is not an affordable housing use class.  It is really the land value, isn’t it?  

Or do you mean, releasing low value land?  Is that what you are talking about? 



 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  Certainly, releasing land but also in terms of 

how significant is affordable housing when it comes to planning requirements, for example?  We are 

seeing some local authorities now taking cash, rather than require affordable housing.  That is part of the 

equation as well in terms of the significance given to --  

 

Nicky Gavron (Chair):  So bring back some of the mechanisms then. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  I think the requirement for the provision of 

affordable housing in planning is an important part of the equation.  

 

David Montague (Chief Executive, London and Quadrant):  The planning process generally needs 

to support the provision of affordable housing.  In London the Mayor has some powers in relation to 

planning.  We are in a fortunate position because across the political spectrum there is a recognition that 

we need to build more affordable homes.  We need to tap into that commitment and see it through the 

planning process. 

 

Nicky Gavron (Chair):  There is now no mechanism for a site by site basis is there for affordable 

housing? 

 

David Montague (Chief Executive, London and Quadrant):  The Mayor has powers to call in certain 

schemes.  My understanding is, over a certain number of homes, the Mayor will have some say as to 

planning. 

 

Nicky Gavron (Chair):  Where rents are going to be exceptionally high - like Westminster, like 

Kensington and Chelsea, say, and even looking at some of the charts we have been seeing looking at 

Islington and so on - just looking at where you are not going to get affordable private rented claimants 

being able to rent there, how are you going to deal with that in terms of your allocations? 

 

David Montague (Chief Executive, London and Quadrant):  In our case we are basing our rents 

upon what we believe is affordable and we believe that 35% of net income is affordable and our rents 

will be set on that basis.  We will use some of the flexibility that we are being offered in order to create a 

more mixed community offering a higher rent to the intermediate market, but our commitment remains 

to provide new homes in inner London.  It is going to be more challenging and one of the consequences 

of this new model will be that there will be fewer new homes in central London. 

 

Nicky Gavron (Chair):  If you are thinking of the bigger homes for families - two, three, four children 

families - will they be in central London at all, inner London? 

 

David Montague (Chief Executive, London and Quadrant):  I would be very surprised if they were. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  In practice I do not see there being that big 

a jump between the rents we will set in outer London and inner London simply because of affordability 

concerns and because of benefit concerns.  There will be some difference but I do not think it is going to 

be as big as the market difference. 

 

Nicky Gavron (Chair):  How does that impact on where you build? 

 



 

Rod Cahill (Chief Executive, Catalyst Housing Group):  In terms of where we build, frankly, it has 

been difficult anyway to build certainly in our bit of central London which is north of the river; 

Westminster, Kensington and Chelsea and Hammersmith.  There are not huge numbers of opportunities 

anyway and a lot of the development is concentrated more in the outer boroughs; Brent, Ealing, 

Hillingdon and Hounslow.  This will simply reinforce that existing trend. 

 

Mike Tuffrey (AM):  We had a couple of other areas that we wanted to look at.  One was on 

overcrowding and one was on mobility.  One of my personal concerns on mobility is that the old London-

wide mobility schemes were wound up when the Greater London Council (GLC) was wound up and there 

is not that much flexibility; people are stuck in their boroughs, essentially.  Is there a take on mobility 

and how to increase that and whether these changes that we have been talking about will help or hinder 

that? 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  Again, going back to G15 we are 

enthusiasts for mobility and are very, very keen to see a London-wide mobility scheme and we will help 

that as much as we possibly can. 

 

I do think this new model does create some difficulties in terms of mobility because of these differential 

rents.  I think they are going to cause some problems.  For example, if we build a two bedroom flat at a 

rent of £200 a week are our existing tenants who are paying £100 a week going to move to that?  It 

creates some problems. 

 

It is a real problem in terms of overcrowding.  The solution overcrowding, by and large, is the provision of 

three and four bedroom homes and I think this model is going to make that more difficult. 

 

Mike Tuffrey (AM):  Except you were saying that your bigger problems would be proportionately less.  

Isn’t it the other way round; tackling under occupation if people will not move out of larger properties 

into small properties if those smaller properties are now going to cost them the same or more? 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  This is another difficult outcome.  This 

model, whilst it has got lots of opportunities in it, is going to make mobility and solving overcrowding 

more difficult, not less. 

 

Mike Tuffrey (AM):  Certainly more complicated. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  Yes, more complicated. 

 

Mike Tuffrey (AM):  Any other thoughts on that; mobility or overcrowding? 

 

David Montague (Chief Executive, London and Quadrant):  I would agree with Rod.  If we want to 

do more in terms of mobility we are going to have to work more closely with local authorities:  we could 

do a lot more if we worked together. 

 

Professor Steve Wilcox (University of York):  I should probably just declare an interest as I was the 

Director of the London Area Mobility Scheme for the first few years after the abolition of the GLC so it is 

a topic dear to my heart.  I concur with what has been said about the problems that are inherent. 

 

One of the things the Government has done is it will be introducing a size limit in the social sector to 

deal with overcrowding in the social sector and restricting benefit based on the accommodation the 



 

household requires, rather than that that they are currently occupying.  In some ways, while that can be 

quite harsh, it will mean an opportunity to get a better fit in terms of the families that need the larger 

accommodation within the social sector. 

 

Andrew Boff (AM):  We are almost merging now into the next item which is consideration of the 

overcrowding report that we have got.  I do regret the implications of what you have said because one of 

the key findings that we had in the overcrowding report is that what we have got to do is incentivise 

housing associations to build larger properties.  For example, greater variation of rents; differential rents 

between one and two bedroom flats and four bedroom houses.  I think a family house starts at four 

bedrooms and goes up.  Three is neither here nor there:  I am discouraged by that. 

 

One of the things we probably will be doing is to make representations, wherever possible, on the basis 

of what the report’s findings are because it is families that are suffering more than anybody else in 

London and overcrowding is just too invisible.  I welcome - kind of - your negative comments on that 

and do hang around, if you like, for the next bit. 

 

Valerie Shawcross (AM):  Can I ask quickly about re-lets because one of the scenarios I see very 

commonly in Southwark - which is one of the areas I represent - is that there are a lot of elderly people 

trapped upstairs in flats without lifts.  Literally I could find you 30 or 40 this afternoon if you want to do 

so.  Presumably, the rent rising in re-lets, there is going to be a transition period where everybody is 

going to want to stay put and some people are going to be trapped in unsuitable homes.  There must be 

some welfare considerations in this.  It is a very large scale problem where I am with an aging population 

and a housing stock which is largely in need in need of modernisation 

 

David Montague (Chief Executive, London and Quadrant):  I agree.  We are social businesses and 

we want to tackle those kinds of issues.  We will use the flexibility that we are being offered, as far as we 

can, to ensure that those needs are met. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  That is another reason why we are really 

quite cautious about the number of re-lets that we convert, because the more that you convert to higher 

rents, the more difficult you are making the mobility issue and the ability to transfer tenants if you are 

asking them to transfer to properties at a much higher rent. 

 

Jenny Jones (Deputy Chair):  How much flexibility will you have?  Say, for example, in the situation 

where you have got ten people who want to move into a smaller flat and it is one of your re-lets.  Can 

you just downscale that rent immediately because you have got a huge balancing act all the time haven’t 

you?  Making tweaks to individual flats is going to be very tough. 

 

David Montague (Chief Executive, London and Quadrant):  For that reason we need to be very 

cautious in our long term business plan.  If our lenders have invested on the assumption that all of our 

re-lets move to a higher rent over a 30 or 40 year period and then we change our minds, that will affect 

our ability to service and repay our loans.  That is precisely the reason that I think you will find housing 

associations approaching this with some caution: to allow some additional flexibility over time. 

 

Jenny Jones (Deputy Chair):  So you could make tweaks for these people? 

 

David Montague (Chief Executive, London and Quadrant):  Yes we could. 

 



 

Valerie Shawcross (AM):  For a council operating a choice based letting system it is going to add 

another layer of complexity though isn’t it, because people are not just going to be looking at the size 

and the location of the properties; they are going to have to be considering whether or not they will be 

charged at a so-called higher affordable rent. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  It is very difficult to operate a rent policy 

down to an individual level.  What you may find associations doing is having separate charitable 

arrangements where they might help specific individuals but it is very difficult to do it through the rent 

policy itself, to try to operationalise that down to an individual level. 

 

Nicky Gavron (Chair):  In that case though, if some of these households that Val Shawcross is talking 

about move, then you could re-let where they have moved from.  There may be scope there. 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  Yes. 

 

Professor Steve Wilcox (University of York):  If you really want to focus on the mobility issue I think 

both Rod and David made the point that if you want to increase capacity by raising rents, if you did it 

more gradually across the piece in a consistent way across the sector then you would not be introducing 

these artificial barriers to mobility. 

 

Nicky Gavron (Chair):  That is right.  You have obviously made this point? 

 

David Montague (Chief Executive, London and Quadrant):  We have. 

 

Nicky Gavron (Chair):  The whole sector has made the point that you would do much better by just 

raising rents a small amount across the -- 

 

David Montague (Chief Executive, London and Quadrant):  Yes.  The ability to charge -- 

 

Nicky Gavron (Chair):  Why is that not being taken up? 

 

David Montague (Chief Executive, London and Quadrant):  Because all parties made a 

commitment to existing residents that their rents would not be increased 

 

Rod Cahill (Chief Executive, Catalyst Housing Group):  The other part of this is that the 

Government wants to be able to absolutely ensure that any extra rent goes on new supply and it fears it 

cannot do that if it simply allowed all associations to charge a bit more.  Whereas with this we can only 

charge more on specific units if we contract to provide more homes so it can see very transparently how 

the extra money is going on new homes, it cannot see that if there is just a general ability to increase 

which housing associations might then use, but they might not use the money for re-supplies. 

 

Nicky Gavron (Chair):  Is that correct? 

 

Professor Steve Wilcox (University of York):  I agree that is part of the thinking, but also it is just 

that so much has happened so quickly:  a lot of things; different changes in the benefit system.  We are 

wrestling with that issue about how we get some new development despite the reduction in the overall 

budget.  You could still impose a system where you had a general increase in local authority and housing 

association rents but still make it conditional that you could only go to that higher profile of general 

rents if you did get that clear relationship in terms of what was happening with the new investment. 



 

 

Frankly, with a bit more time and reflection, these are approaches that it would be possible to persuade 

the Government to develop because they are not inherently against the Government’s interests. 

 

David Montague (Chief Executive, London and Quadrant):  The flexibility to charge up to 80% we 

can work with that and it does enable us to create mixed communities.  There is a lot that we can do with 

the existing framework.  We could do an awful lot more with a little bit more flexibility across all of our 

stock. 

 

Nicky Gavron (Chair):  That has been really, really helpful and it is work in progress because we have 

got another session next week.   
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Andrew Boff (AM):  We are in an unusual situation because usually when you present a 

rapporteur’s report you are pleading for it to get passed.  We have already passed it and it is on 

the agenda but thank you very much for the confidence in that. 

 

The whole principle of the rapporteurship was a simple one; to test the idea that building more 

family houses would address the overcrowding problem in London.  I entered the process with 

the view that there should be absolutely no one and two bedroom flats built with public funds 

because I think we have far too many to start off with.  I have had my view changed and for me 

to change my view is quite a feat so it was a good piece of work. 

 

Can I first of all thank the scrutiny team for the immense amount of work that has been put into 

this: Paul Watling [Scrutiny Manager], Sarah Hurcombe [Assistant Scrutiny Manager], Dana 

Gavin [Communications Manager], Dale Langford [Committee Officer] and everybody else who 

helped out in this.  It was very wide ranging and we had a large number of people giving 

evidence.   

 

Predominantly the reply from the people who gave evidence to the question should you build 

more family housing? The answer was yes, but.  It is the ‘but’ that was perhaps the most 

interesting part of the rapporteurship. 

 

We have come up with a number of key recommendations which you can read through and 

more recommendations than I actually anticipated at the start of the process.  Yes, we should be 

building more family houses and there is an evidential base for that because the Mayor’s target 

is based upon the strategic housing market assessment (SHMA) as it is known.  The definition 

of family housing is four bedrooms plus and the Mayor’s target is three bedrooms plus and, 

therefore, there is a mismatch there.  So absolutely the evidence is that the Mayor should be 

increasing the proportion of family housing that he is delivering. 

 

For the future we need to provide financial incentives for housing associations to build larger 

housing and that can be done in a number of ways through grant level but also through 

allowing a larger differential between the rent rates for one and two bedroom flats, for smaller 

flats, and the larger homes as well.  There has got to be a long term incentive for housing 

associations to want to build larger properties. 

 

As I said at the start of the process I never wanted to see another one or two bedroom flat built 

with public money, but I can actually see the point of them now but only if, in building them, 



 

they can demonstrate how you address overcrowding by the building of a one or two bedroom 

flat.  We do need to start seeing smaller properties being built that are designed to be attractive 

to those people in under occupation and perhaps be more relaxed about the criteria by which 

we allocate people for that so people can have an extra room if they agree to move out of an 

under occupied property to provide more into the market.  There for me was the justification for 

ever building those smaller properties again! 

 

We also recommended that regarding the standard for overcrowding we should use the 

bedroom standard.  The current measurement of overcrowding is ridiculous!  It allows young 

people to be brought up in homes without any personal space whatsoever which contributes to 

health problems and contributes to educational problems and yet still it is not, statutorily, 

overcrowded:  that is really the break we need to make. 

 

Fundamentally, at the end of the day, I would love to see a change in the political target that 

we as politicians talk about when we talk about housing targets.  We are forever going on about 

whether or not the Mayor is going to build 50,000; we will hear it in the Chamber.  There will be 

a toing and froing about those units built.  We have got to change the language and stop 

talking about - because it is an easy language to use because you can count an individual 

property.  What we have got to start doing is talking about the number of people that are 

removed from housing need.  If we can do that we will start to realise that building those larger 

properties is what addresses that target best. 

 

The churn that is created by building a larger family home is so much more than just by building 

a one or two bedroom flat.  If you build a six bedroom house then I think we demonstrate in the 

report that we can solve the housing need for 36 different people.  If you build a one bedroom 

flat you are solving the housing needs of one person because there is no churn created within 

the housing stock. 

 

Finally, the message for local authorities is a tough one!  This is not an uncontroversial report in 

that respect.  Obviously they have arrangements with housing associations to take voids as they 

appear.  What we are asking is that those local authorities hold back before they demand that 

void to address their priorities and that is addressing the housing waiting list because, for the 

housing association which is given the freedom to be able to manage their stock and move 

people around from smaller to larger and vice versa, that period of time is a very valuable one 

because it alleviates its self housing need.  It alleviates overcrowding if you can move people 

from under occupied properties into perhaps the void that is being created that creates then a 

large property that a family that is overcrowded can move into.  When local authorities instantly 

demand their void then and there that means that flexibility is not there. 

 

It is a tough message for local authorities and I know they are going to come back and say, 

‚This will cost us more because of the cost of temporary housing‛ but, at the end of the day, 

overcrowding is such a severe problem in London that I think it would be wrong of us to put it 

anywhere other than the top of the priority list.   

 

Nicky Gavron (Chair):  I personally learnt a great deal from this report and I am very grateful 

to you, Andrew, for bringing it forward.  One of the things that I had not known before, that is 



 

in the report, is that because the Mayor has a target of - and it is a very good target - 42% of all 

affordable social rented homes should be family homes, three bed plus, the target becomes 

what is actually achieved, which is that there mainly are three bed and not three bed plus. 

 

Andrew Boff (AM):  Precisely right.   

 

Nicky Gavron (Chair):  You are arguing for four, five and six bed. 

 

Andrew Boff (AM):  I am not saying that nobody wants a three bedroom house - of course 

they do - but it actually contributes little to the overall problem of overcrowding.  As I say, the 

recommendations come from the SHMA and the SHMA is talking about four bedrooms and 

above, not three bedrooms and above.  We seem to have a disconnection in terms of our 

classification of what a family home is. 

 

Nicky Gavron (Chair):  You are suggesting a certain proportion of targets should be four and 

five bed? 

 

Andrew Boff (AM):  This is the point.  The report was done in the time of incredible changes 

in the housing system - it is a completely shifting landscape - but there is one certainty and that 

certainty is that there is overcrowding in London.  If you are going to spend public money you 

should spend it in the most effective way possible and I believe the most effective way possible 

is to reduce housing need, not just to build more houses.  You have got to demonstrate that 

people are lifted out of housing need. 

 

You do not get that if you just build to a target build or proportion build.  You get it by saying, 

‚We have an overcrowding problem.  We need more large family homes in London‛.  That I 

believe the report demonstrates completely. 

 

Nicky Gavron (Chair):  I wondered if any of the other Members want to come in? 

 

Nicky Gavron (Chair):  Also, if we can invite any comments?  You will not have read the report 

but you have heard the presentation. 

 

Professor Steve Wilcox (University of York):  Not having read the report but going back to 

the points that were being made earlier about the benefit system and that the total cap on 

benefits is obviously a challenge in dealing with overcrowding for larger families. 

 

Andrew Boff (AM):  It certainly is.  I do not think there is any difference you will find in the 

London Assembly.  We need to have that London context pushed home to Government very, 

very strongly; perhaps also in the south east.  If we count the south east out of the United 

Kingdom then I do not think the policy would be controversial at all.  A little bit, but it would 

not be of the seriousness that it is.  It is this context in London that is going to create a problem 

for addressing overcrowding. 

 

The uncertainty is also an issue as well.  If somebody is in under occupation and they feel that if 

they take, for example, a smaller house, that they may then lose their security of tenure because 



 

it might be that it is not a long term secure tenure - all of a sudden the benefits will change for 

them so they will not be able to afford the new place without paying more themselves - all 

these factors will prevent people from liberating a very, very valuable resource and that is a 

family home.  So you are right. 

 

Richard Donnell (Director Research, Hometrack):  We have all filled in our census forms - 

or should have done.  It is asking about the number of beds you have in your family.  Some of 

the modelling I have done on the old census about bed counts, and knowing what has 

happened in the housing market, particularly in London in the last ten years, you are going to a 

meeting in 18 months time having a bit of an inquisition about how much the owner occupier of 

the family housing market in London has been eaten away by private rented housing, 

conversions to bedsits, flats, houses in multiple occupation etc. 

 

It is something an analyst would know but the travel to work area of London is bigger than the 

London boundaries.  I do wonder how much we have to balance between looking slightly 

beyond London’s boundary into the travel to work area, where commuter patterns are taking 

into account. 

 

Going back to the point the guys were making earlier, when you look at the numbers of 

delivering one new unit of four bed or five bed housing on the affordable rent model, is it 

incredibly hungry for debt and incredibly hungry for grants.  That remains a challenge. 

 

London’s family housing market has been under erosion for quite a while and - I have not read 

the report yet but I presume - that is where the real pressures are coming through. 

 

David Montague (Chief Executive, London and Quadrant):  Three points.  First of all the 

GLA’s predictions suggest that growth of a million households between now and 2031, the vast 

majority of which are single, so let’s not forget about those singles. 

 

There is a lot that we can do and that we are doing for larger families.  We are using our own 

reserves to buy street properties which ease the problem of overcrowding.  We are deconverting 

some of our existing flats back into houses, which helps, we are using our own money for loft 

conversions, we are offering incentives to older children of families to move into some of our 

smaller homes to give some space to their parents and we are offering financial incentives as 

well.  There is a lot that is going on to tackle this problem.  The key is supply.  We need to build 

more family homes; that is not easy under the current form. 

 

Just a couple of suggestions: perhaps we should be looking more at grant per person, rather 

than per unit, and that should be our major -- 

 

Andrew Boff (AM):  That is a recommendation in the report. 

 

David Montague (Chief Executive, London and Quadrant):  As I have said before, the key 

to all of this is partnership.  There is a lot that we can do and we are now in a position where we 

have got our base model.  We can do an awful lot more in partnership with local authorities. 

 



 

Nicky Gavron (Chair):  That is very helpful.   

 

Professor Steve Wilcox (University of York):  I am assuming there is a recommendation for 

more seaside and country homes to release family size dwellings amongst the social sector in 

London? 

 

Andrew Boff (AM):  We are encouraging local authorities to be flexible.  I must admit I think it 

quite funny that people think addressing under occupation is a new thing.  I remember I was 

first a Councillor in Hillingdon in 1982 and then we had a scheme which gave people a couple of 

grand to move out of under occupied properties.  The seaside scheme?  I just cannot imagine 

why anybody would want to move out of London, but I understand some people do!  I can 

understand that. 

 

Professor Steve Wilcox (University of York):  There is a dynamic in private market 

households moving in and a lot of them then choosing to move out when they get older.  Social 

sector tenants do not have opportunity unless it is provided through a social sector scheme.  All 

the evidence was on the seaside and country scheme, is it always over subscribed with a very 

high level of demand and, essentially, you can get invest in a one or two bedroom property - 

not necessarily on the glitziest part of the coast but somewhere on the Suffolk coast - and you 

are releasing a family size dwelling in London.  You think of what the unit costs are of that 

alternative provision.  It is almost a no brainer really. 

 

Nicky Gavron (Chair):  Thank you very much.  Thank you particularly, Andrew.  This 

investigation begun at a time when overcrowding was at a crisis level, and we were very 

concerned about it last summer.  In fact, while Andrew has been finishing off the report, of 

course the situation has become incredibly more constrained by the lack of mobility and lack of 

supply that you have been describing today, so there is a lot of hard thinking and work to be 

done by all of us.  Thank you very, very much for your contribution. 
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