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Introduction 

Along with demographic changes, population growth and austerity, the housing crisis has been 
created by decades of short-term policy making which has failed to tackle the country’s major 
housing challenges. A recent report from the National Housing Federation shows: 

 We need at least 245,000 homes a year, including 80,000 affordable homes, but we are 
currently building less than half that number. This is creating a huge shortage of homes in the 
UK which is getting worse every year 

 The average first-time buyer today needs a £30,000 deposit, almost ten times the deposit 
required in the early 1980s1 

 Two thirds of first-time buyers receive financial help from parents – a figure that has doubled 
in five years 

 People who rent privately are spending 40% of their income on rent2 

 Fuel poverty now affects over 2.3m households, in large part due to poor quality, draughty 
homes.  
 

A recent poll by YouGov for the National Housing Federation found that 73% of people in England 
think that the Government should play a role in improving accessibility to housing, but worryingly the 
public seem to be losing faith in politicians’ leadership in this area - 77% don’t think any of the 
mainstream political parties will deal effectively with the issue.3 However, we believe all the political 
parties have the chance, in the run up to the General Election, to reassure the public that housing 
does matter to them. 
 

Ending the housing crisis within a generation 

The National Housing Federation, as part of the Homes for Britain coalition, is calling for all political 
parties to commit to end the housing crisis within a generation. We want the next government 
to publish a long-term plan within a year of taking office that sets out how they will achieve 
this. This plan needs to recognise the contribution each part of the housing sector can make towards 
delivering vital outcomes such as: 

 A long-term sustainable supply of new homes  

 The right homes in the right places with access to employment 
and social opportunities  

 Homes, both new and existing, that are sustainable and of a high 
quality  

 An attractive alternative offer to home ownership.  

                                                           
1
 National Housing Federation, Home Truths 2014/15: Broken Market, Broken Dreams, http://s3-eu-west-

1.amazonaws.com/pub.housing.org.uk/Home_Truths_2014_-_Broken_Market_Broken_Dreams.pdf (September 2014) 
2
 Ibid 

3 From a poll by YouGov for the National Housing Federation  of 1,475 English parents (aged 27+) with children aged 18 

and under, (August 2014) 
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The contribution of housing associations and the Federation’s policy 
solutions 

Housing associations can make an essential contribution to ending the housing crisis. The sector 
currently provides homes for more than five million people and it matches every £1 of public 
investment it receives with £6 of its own money to deliver more affordable homes and create thriving 
communities.  
 
Housing associations build around 45,000 homes a year but want to do so much more. Our vision is 
to deliver 120,000 of the 245,000 homes this country needs each year by 2033. To reach this 
ambition, the seemingly intractable challenges around land and investment must be tackled head on.  
 
Housing associations also need more control over their businesses to truly unlock the potential of the 
sector. That is why we are pressing for the long-term plan to include our solutions on freedoms, 
investment and land which, working together, would not only allow housing associations to reach 
their vision but also increase the impact of every part of the housing market: 

1. Provisions for housing associations to have more control over their businesses – 
Housing associations could develop many more new homes across all tenures, and ensure a 
genuinely affordable offer for all their tenants if the next government gave housing 
associations the flexibility to set individual rents within an overall ‘rent envelope’, and allowed 
them greater control over allocations. Significant capacity could also be released in the sector 
if associations with homes transferred from local authorities could value their stock fairly for 
borrowing purposes. 
 

2. More effective public investment in housing – We would like to see an increase in public 
capital investment in housing sufficient to deliver the 80,000 affordable homes the country 
needs each year. In addition, the multiple housing funding streams should be streamlined into 
a single challenge fund. Housing providers and developers could access the challenge fund to 
deliver schemes that meet new housing outcomes, set at both a central and local level, that 
meet the housing needs of the communities in which they operate. We would also like the 
Government to extend the use of government guarantees for housing associations and 
explore new alternative ways of raising finance.  
 

3. Better local coordination and release of land at a price that supports all types of 
housing – We want local authorities to be empowered by the next Government to take 
charge of pooling all public land locally and overseeing the joining-up of estate and asset 
planning processes. Local authorities should also identify in local plans land that is zoned for 
housing. As part of the zoning process clear requirements would be set out for each site, 
including permitted uses, the affordable housing requirement and density. To ensure this 
approach is as effective possible, reforms to the planning system could give zoning the same 
weight as outline planning permission. Lastly, government guidance on best value should be 
revised to reflect the wider social, economic and environmental benefits of a development to 
encourage public bodies to release more land at a price that makes affordable housing 
feasible.  

 
 

What you could do to help 

We would be very grateful if you would support our campaign and policy calls in public, tweet your 
backing for #homesforbritain, and in any communications you have with party leaders ask them to 
commit to end the housing crisis within a generation.   
  
The Public Affairs Team would be happy to provide further information on the campaign along with 
suggested PQs, briefings and letters or press statements.  Please contact Lucy Grove on 020 067 
1067 or via Lucy.Grove@housing.org.uk 

mailto:Lucy.Grove@housing.org.uk
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Further information on the National Housing Federation’s Policy solutions 
 

Housing associations need greater control over their businesses and the 
freedom to do more   

  
The current situation  

Much of housing associations’ income is controlled by rent levels set by central government. This 
restricts them from delivering homes at prices that are right for each local community and frustrates 
their desire to offer a genuinely affordable rent for tenants. Additionally, a number of housing 
associations have imposed upon them artificial restrictions on the way they can value their stock for 
borrowing purposes meaning that they cannot make the most of their balance sheets to build new 
homes. 

Housing associations could develop many more new homes across all tenures and ensure a 
genuinely affordable offer for all their tenants if the next government lifted restrictions on how housing 
associations set their rents, who they house and how their properties are valued.   
 
How a new approach to rents and allocations would work 

By giving housing associations the flexibility to set individual rents within an overall ‘rent envelope’ 
they could provide a range of sub-market rents that are much more responsive to local housing need.  
Housing associations overall rental income could be capped but with flexibility over exact rent levels 
within this ceiling. Greater transparency could be introduced with these new flexibilities by placing a 
condition on housing associations to publish their rent policy annually. 
 
Housing associations also need more say over who they house so people waiting for an affordable 
home get one that best suits their needs. With housing associations able to make the best use of 
their homes this would ensure public subsidy is being used most effectively. It would also help 
housing associations focus on delivering sustainable communities for people on all income levels. 
Naturally, housing associations would continue to work in partnership with local authorities to assist 
in meeting statutory housing need and ensure those with the greatest housing needs are prioritised. 
 
Allowing all housing association properties to be valued fairly 

Housing associations across the country own over 1.3 million properties transferred from a local 
authority. Due to restrictions set out in Section 133 of the Housing Act 1988 these homes are valued 
for loan security purposes at ‘Existing Use Value – Social Housing’. This is only about 30-45% of 
what the property is actually worth and the lower of two possible valuations for social housing.  
 
If these restrictions were removed, housing associations would be able to value all of their stock at 
‘Market Value Subject to Tenancy’, which equates to around 60% of market value. This would unlock 
considerable additional borrowing capacity for the development of new affordable homes, at no cost 
to the public purse.  
 
It is difficult to estimate the total borrowing capacity this change would release across the sector. 
However, examples from five housing associations show lifting the restrictions could increase their 
borrowing capacity from between £60m and £320m, often doubling their existing capacity and 
significantly increasing the money they can invest in new homes.   
 
Naturally, the Federation was pleased that the Government announced in the 2014 Autumn 
Statement that it will consult on the section 133 restrictions being lifted.   

 

The next government should give housing associations greater control over how they 
set their rents, who they house and how they value their properties so they can play the 
fullest role possible in ending the housing crisis. 
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Making more effective use of investment in housing 

 
The current situation 

Long-term under-investment in housing and associated infrastructure, together with a dysfunctional 
land market, means that for decades we have been building too few homes. Upfront public 
investment in housing has fallen dramatically in recent years, despite it representing the most 
effective and best value for money form of public subsidy. Meanwhile, we have lagged behind other 
European countries in finding innovative ways of attracting greater levels of private investment and 
using it effectively to boost affordable housing supply. 
 
In the 2014 Autumn Statement, the Government announced it will extend the Affordable Homes 
Programme until 2020. Giving housing associations certainty that public funding will be available up 
until 2020 should give them the confidence and stability to plan for future development.  However, 
this fails to reverse the impact of the huge reduction in public investment seen in 2010 - the extension 
to the programme until 2020 is expected to deliver 110,000 affordable homes, in addition to the 
165,000 affordable homes due to be built between 2015 and 2018, well short of the 80,000 affordable 
homes needed each year to keep up with demand.   
 
Greater levels of public investment 

Given the extent of the country’s housing challenges, there is a clear and compelling case to 
increase capital investment to deliver housing outcomes. While housing associations have 
responded positively to the challenges presented by the current funding programme, without a 
significant increase in public investment we will never build the number of homes we need or be able 
to regenerate existing homes and communities to ensure everyone is well housed. Truly sustainable 
public investment that matches housing need, will ensure housing associations continue to build 
even when the market fails, smoothing out delivery over the long-term. 
 
We estimate that public investment of £2.5bn a year would support the delivery of 80,000 affordable 
homes a year – so, meeting affordable housing need in full. This is based on an illustrative tenure 
mix of affordable rent (50%), social rent (25%) and shared ownership (25%). This would maximise 
the impact of public investment, maximise the capacity of housing associations to take on debt and 
ensure that homes remain affordable for tenants. It would also make a significant contribution to 
continued economic growth – every affordable home built supports 2.1 full-time equivalent jobs and 
generates an additional £103,500 in the wider economy. So, meeting affordable housing need in full 
would add £8.1bn to the economy and support almost 170,000 full-time equivalent jobs.  
 
If Government also tackled the price of land, the cost of building material and the cost of private 
funding, the public investment required could be reduced, or the number of homes built increased for 
the same investment. 
 
Streamlining public investment and focusing on housing outcomes 

Public investment for housing is currently split across a plethora of funding streams which sit within a 
number of Government departments. There are differences and disparities in the sizes of these 
streams, the ways they are administered, the criteria which are prioritised, and the outputs the 
investment is intended to deliver. This makes accessing and leveraging the true potential of public 
investment in housing unnecessarily challenging for housing associations and other providers.   
 
We believe the funding that is already available could be better targeted, and the system made more 
efficient, if these streams (around 39 at the last count) were consolidated into a single challenge 
fund. Housing providers and developers could access the challenge fund to deliver schemes that 
meet new housing outcomes, set at both a central and local level, that meet the housing need of the 

The next government should increase capital investment in housing, streamline the 
current funding streams, place a greater emphasis on housing outcomes, and extend 
government guarantees. 
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communities in which they operate. This would encourage new, innovative approaches to tackling the 
housing crisis rather than focusing on outputs associated with individual funding streams.   
 
Government guarantees and private finance 

The affordable homes guarantee programme has given a much-needed boost for housing 
associations looking to access affordable finance to deliver more homes. The Federation urges the 
next Government to look into the potential of extending the programme and allowing housing 
associations to use guarantees when refinancing existing debt. 
 
Allowing Government guarantees to be used to help restructure balance sheets could be open to 
housing associations that enter into an agreement to build additional new homes as a result. We 
have evidence from a wide range of housing associations who say this facility would help them 
increase the number of homes they build.  
 
One stock transfer association in the South West of England indicated that they would definitely take 
on more debt and develop more if they could lower the cost of their historic debt. The anticipated cost 
of the guaranteed debt would make it worthwhile even set against significant breakage fees. 
 
In broad terms they would consider refinancing in excess of £50m of existing debt. Assuming a cost 
of debt of 4% based on a spread of 40bps over 30 year gilts they would save in excess of £1.4m 
annually. This would enable them to support more than £36m of debt through their income and 
expenditure account. Allowing for breakage costs of £12m they would have a net increase of capacity 
of in excess of £26m. In their current bid to the HCA programme, they are levering just over £42k of 
private finance for each property built, meaning the £26m would support delivery of an additional 566 
homes, a 75% increase in their current programme of 750 homes. 
 
We would also like to see the next Government explore whether we are making the most effective 
use of the current appetite for private investment in housing and housing associations. For example, 
the Federation is currently looking into whether a housing ISA model akin to France’s Livret A could 
work in England.   
 

Tackling land challenges 

 
The current situation 

Land is a crucial determinant of viability for building homes, particularly for affordable housing. 
Availability and affordability of land is a significant constraint to delivering the homes this country 
needs. While it is difficult to estimate exactly how much land is needed to meet the country’s current 
housing needs, to build 245,000 homes per year at current densities, we need only 0.05% of total 
land (not already built on) in England each year.   
 
Recent attempts to make land available for affordable housing have been largely unsuccessful 
because of short-term economic constraints, a lack of skills or capacity to identify suitable sites, 
fragmented ownership of land and fierce competition. All this can lead to housing providers 
overpaying for land and can make it particularly challenging to bring affordable housing 
developments forward. 
 
Better joining up of release of land and planning for housing  

The emphasis placed on Local Plans in recent years has been very positive. However, planning for 
housing and the release of land are not sufficiently joined up. Notably, not enough land for housing is 
being identified in local plans, creating a significant barrier to building the homes this country needs. 

The next government should focus on the freeing up more land for housing by better 
linking planning for housing to land release and making more public land available at a 
fair price.  
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For instance, Savills has estimated a 21% shortfall between local plan housing targets and actual 
housing need in the South of England.4   
 
To tackle this challenge, the Federation wants to see sites to be zoned for housing identified in local 
plans. Zoning would be more detailed than current local plan allocations and more streamlined than 
development orders. As part of the zoning process clear requirements would be set out for each site, 
including permitted uses, the affordable housing requirement and density. To ensure this approach is 
as effective possible, reforms to the planning system could give zoning the same weight as outline 
planning permission. 
 
Making best use of public land 

Local authorities are best placed to coordinate the use of public land across their area. As such, we 
want them to be empowered by the next Government to take charge of pooling all public land locally 
and overseeing the joining-up of estate and asset planning processes. Building on the One Public 
Estate pilot, a local authority’s bolstered role would include mapping all public land and property, 
assessing its potential and setting out a coordinated strategy for its release.  
 
One option for driving this approach forward may be for joint property and land boards to be 
established and tasked with operationalising the Duty to Cooperate at the most appropriate spatial 
level. Meanwhile overall oversight could sit with a small central team that could support local 
authorities who have a skills or capacity gap, provide a brokerage role where there are blockages 
and also compel public bodies to participate in the process.  
 
Land at a fairer price 

Based on Federation estimates, a 25% reduction in land price and a 5% decrease in fees / planning 
would bring an 80% increase in affordable housing.   
 
The Federation thinks that through the changes we suggest above more certainty over what will be 
delivered on an approved site could be created, and in turn: 

 send clearer signals to the land market over pricing; 

 ensure planning requirements are properly factored into the price paid for land;  

 remove the scope for negotiating down affordable housing; and  

 speed up planning decisions. 
 
However, we would also like to see the Treasury guidance on best value updated to ensure that in 
disposing of land public bodies are considering the wider social, economic and environmental 
benefits of a development, rather than simply achieving the maximum upfront receipts.   
 
Tackling stalled sites 

Many local authorities go to much effort to prepare robust and deliverable local plans. But ultimately 
success is dependent on market forces and land owners and developers bringing schemes forward 
as intended.  
 
The Federation thinks local authorities need enhanced powers to incentivise developers and 
landowners to bring sites forward. This should include the ability to charge a levy on sites 
unreasonably held back, alongside streamlined compulsory purchase powers where necessary.  
 
 

                                                           
4
 Savills, http://www.savills.co.uk/research_articles/173558/176293-0, May 2014 

http://www.savills.co.uk/research_articles/173558/176293-0

