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Briefing: 

Submission to the Lyons Review 

 

 

 

 

 

Summary of key points:  

 

At the Labour Party Conference in September 2013, Ed Milliband announced the party’s 

intention to introduce measures to ensure that 200,000 new homes per year are being built in 

England by the end of the next parliament. An independent housing review was subsequently 

launched, chaired by Sir Michael Lyons, with the aim of developing a road map to delivering this 

level of supply. David Orr is a member of the expert panel providing advice on developing the 

road map and making policy recommendations.  

 

The review has been arranged under five main themes: the land market; investment in housing 

and infrastructure; the role of new towns and garden cities; a new ‘right to grow’; and, sharing 

the benefits of development with communities. The call for evidence, which closed on 28 

February 2014, mirrored these. 

 

 

mailto:info@housing.org.uk


  

Contact name: Adam Morton                                      Lion Court 

Job title: Policy Leader                                                        25 Procter Street 

Direct line: 020 7067 1077                                                        London WC1V 6NY 

Email: adam.morton@housing.org.uk                               info@housing.org.uk    

                                                                                                www.housing.org.uk 

    
                                              

 

1. Introduction 

The National Housing Federation is the voice of affordable housing in England. We believe that 

everyone should have the home they need at a price they can afford. That’s why we represent the 

work of housing associations and campaign for better housing.  

 

Our members provide two and a half million homes for more than five million people, 

representing around 11% of the population. In addition, for every £1 invested by the taxpayer for 

the building of new homes, housing associations put in £6 of their own money. Not only do they 

deliver new homes, they also run a wide range of successful schemes, amongst others, to help 

their tenants find employment, reduce anti-social behaviour or help tenants with care needs to 

live independently. Housing associations also continue to help their residents adjust to the new 

welfare system.  

 

Developing new homes and investing in local communities and neighbourhood activities, means 

housing associations help drive sustainable economic growth and rebalance the economy. We 

employ more than 155,000 people and the economic impact of housing associations is worth £13.9 

billion a year to England’s economy. Between 2011 and 2015, we will build over 170,000 new 

affordable homes, generating almost £18.4 billion in the economy and supporting over 390,000 

jobs.  

 

To significantly increase the delivery of new homes in the long-term, there needs to be a 

comprehensive, overarching strategy, as opposed to a range of initiatives, which places housing 

supply of all tenures (not just home ownership) at its core. This also needs to identify how 

government investment, new supply, affordability and welfare are interlinked.  

 

In the short-term, we believe there are a wide range of interventions the Commission should 

consider exploring as they seek to develop a road map to delivering 200,000 new homes a year by 

2020.  

 

The key recommendations we make are:  

 

 Rebalance public funding for affordable housing towards capital investment as the most 

effective way of guaranteeing new supply and delivering better value for money  

 Make more strategic and more rational use of Government investment by creating a 

single challenge fund and establishing a national investment bank  

 Introduce greater rent setting and allocations flexibility to ensure new housing supply 

meets a wider range of housing need  

 Amend restrictions on the way certain affordable housing stock is valued to allow them 

to access more private finance  

 Extend current guarantees programme to increase housing associations’ access to 

finance for new developments  
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 Explore an alternative way of accessing local authority capacity by creating municipal 

housing companies  

 Incentivise affordable housing delivery by developing an ‘earn-back’ model to allow local 

authorities to retain a proportion of the housing benefit savings  

 Commit greater support for and investment in shared ownership to establish it as the 

fourth housing tenure  

 Improve the framework for housing delivery by recognising it as a key part of the 

infrastructure and encouraging greater more effective partnerships  

 Supplement capital grant with equity funding to reduce reliance on private finance and 

increase overall supply of affordable housing  

 Release more public land for affordable homes in a quicker, more coordinated and 

affordable way  

 Align housing delivery programmes with public land disposal powers to facilitate better 

access to land and reduce delivery costs  

 Revisit guidance on Best Consideration to take account of the wider economic and social 

value of affordable housing  

 De-politicise the planning system by ensuring local politicians focus on strategic 

housing need rather than individual planning applications  

 Revise our approach to land assembly, green belt and density to ensure make more 

better use of developed and undeveloped land  

 Identify the most effective delivery framework and understand the impact of garden 

cities on more immediate measures to boost new housing supply  

 Carry out a robust analysis of the cost of delivering garden cities and establish how 

public and private investment will be structured  

 Understand the balance between centrally and locally led delivery and ways to build 

greater public support  

 Ensure the use of public and private developed and undeveloped land effectively 

supports the garden cities ambition.  

2. Investment in housing and infrastructure 

2.1 Rebalance public funding for affordable housing towards capital investment as the most 

effective way of guaranteeing new supply and delivering better value for money.  

 

Increasing capital investment in affordable housing, through grant or land, is the most cost 

effective way of increasing the supply of genuinely affordable housing.  

 

Capital investment in affordable housing is the most efficient form of public subsidy in the 

medium to long-term, and represents better value for money. Whilst a revenue-based model, 

similar to the current Affordable Homes Programme (AHP), may have lower up-front costs, it 

leaves government with a long-term spending commitment.  
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However, any value for money analysis is very sensitive to both the discount rate and the time 

period. Discount rates tend to be driven by the standard government discount rate, but the 

period of analysis is more contested. Longer analysis periods favour capital investment (as the 

upfront investment compares more favourably with a much longer stream of revenue 

payments). The time period applied for the analysis should be the expected lifespan of a 

property rather than the length of an average tenancy.  

 

It is also important that any analysis goes beyond a financial/economic analysis for first round 

effects and takes account of other factors. Direct public subsidy gives greater planning 

certainty for the public finances offered by a known up front quantum of capital investment 

instead of an unknown and difficult to control stream of future benefit payments. It is also a 

more effective policy lever for Government to shape the scale and nature of affordable housing 

delivery and target investment in areas and markets of most need, according to its priorities. 

Public subsidy, either capital investment and/or free/subsidised land, is crucial in allowing 

housing associations to charge lower rents, improving affordability and, arguably, labour 

market incentives. As such, it is the most effective way of guaranteeing new affordable housing 

supply, whilst reducing the housing benefit bill.  

 

The current split between capital and revenue support, and investment model for affordable 

housing, is unsustainable. Continuing with the current approach to affordable housing funding, 

risks completely exhausting housing associations’ long-term capacity to contribute to new 

housing supply, within the current lending paradigm. Higher lending is conceivably possible, 

but would require a different business model and have a different risk profile. It is likely to 

result in many housing associations being forced to suppress their development plans to 

rebuild their financial strength.  

 

By requiring higher levels of borrowing, the current AHP has pushed many housing 

associations towards the upper limits of their gearing covenants, and taking on more debt is 

simply not possible, within current arrangements and at current rates. Whilst interest cover is 

currently less of a constraint (with low base rates), perhaps the most significant challenge is 

around asset cover. There is little remaining housing stock against which to secure additional 

borrowing.  

 

Capital investment in affordable housing needs to be increased to a more sustainable level. 

Failure to redress the balance between capital and revenue based support for the development 

of new affordable homes, risks fundamentally constraining growth and increasing cost of living 

pressures. Housing associations are well-placed to sustain economic growth, but this must be 

accompanied by long-term stability of capital investment to be most effective. 
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2.2 Incentivise affordable housing delivery by developing an ‘earn-back’ model to allow local 

authorities to retain a proportion of the housing benefit savings.  

 

Allowing local authorities to retain a proportion of the housing and related benefit savings 

generated by affordable housing provision would act as a further incentive to its delivery.  

 

One potential way of recalibrating the balance between capital and revenue may be to develop 

an earn-back model to incentivise the delivery of higher levels of affordable housing. This 

suggestion takes its inspiration from the ‘Manchester model’, which incentivises Manchester 

local authorities take steps and invest money in boosting economic growth. If these are 

successful, Manchester local authorities will receive a larger proportion of the resultant tax 

take, which will be reinvested via a revolving fund. Whilst we will need an update on how the 

model is progressing in Manchester, in particular its deliverability and scale, this principle may 

be adapted for additional housing supply.  

 

This could mean allowing local authorities, LEPs and city regions to ‘earn back’ a fixed 

proportion of housing or other benefit savings derived from the provision of affordable housing. 

DWP would give them freedom to ‘earn back’ a proportion of universal credit savings for 

building new affordable homes that charge lower rents than those in the private sector. The 

earned back savings would be over a 30 year period.  

 

With the ‘earn back’ model in place, local authorities, LEPs and city regions could establish a 

revolving fund for investing in new affordable homes in perpetuity. Over time, the housing 

benefit bill is likely to come down, as more families are housed in new affordable homes. The 

lower rents charged the greater the ‘earn back’ will be. Likewise, the greater earn back, the 

bigger the downward impact will be on the overall benefit bill.  

 

2.3 Supplement capital grant with equity funding to reduce reliance on private finance and 

increase overall supply of affordable housing.  

 

Combining equity funding with capital grant could reduce the financial pressures and risks 

facing housing associations, and boost the delivery of flexible, mixed tenure communities.  

 

The principle of providing equity funding, at scale, (e.g. Help to Buy) is now believed to be an 

accepted and established one. This funding is repayable and it’s classification as a 'financial 

transaction' means that it does not contribute to the Government deficit – though it does add to 

public debt.  

 

Alongside the case for capital grant, there may be options to invest equity into affordable 

housing on a limited basis. It is conceivable that this could come from a range of sources, 

including government and institutional investors, with returns linked to value uplift and churn. 

Equity funding could be used alongside capital grant, as a repayable ‘top up’, to better reflect 

the total subsidy needed to deliver affordable housing. This could start to address the 
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constraints of the current AHP, by reducing reliance on private finance and borrowing. It may be 

the most effective way of ensuring an additionality of supply and increasing the total quantum of 

affordable housing supply.  

 

There may be a number of ways in which government could invest equity. One may be on a 

long-term basis, to be returned after 25 years, to deliver affordable housing in perpetuity. This 

could be combined with short-term equity which, if used alongside the long-term equity, would 

sit above and be returnable before the long-term equity. This short-term equity could be 

subject to interest of 1.75% (rising by RPI + 0.5% annually) after year five.  

 

Another may be to adopt a model similar to the current ‘Affordable Rent to Buy’, which would 

not be based on a perpetuity assumption, but rather used to deliver temporary affordable 

housing. After a fixed number of years, for example ten, the equity funded property could be 

sold, via shared ownership, shared equity or on the open market, and the funding repaid. The 

repayment amount could be based on a value uplift linked to HPI. This could help attract new 

investors, who are interested in investing in a secure residential property asset, with a fixed 

sale date and exposure to HPI. It may also help increase the total quantum of investment in 

affordable housing, move investment risk away from government and boost mixed-tenure 

communities.  

 

2.4 Commit greater support for and investment in shared ownership to establish it as the fourth 

housing tenure.  

 

Building shared ownership homes at scale would help more low-to-middle incomes get on the 

housing ladder by better addressing the affordability barrier.  

 

The Commission should consider how to facilitate greater capital investment into shared 

ownership, to establish it is a viable and scalable fourth tenure in its own right. In doing so, they 

should recognise that shared ownership is the most affordable and flexible route into home 

ownership, especially for those on low-to-middle incomes. It can have a pivotal role to play in 

meeting on-going demand for home ownership, as well as addressing the wider affordability 

issues which characterise the housing market. It also helps housing associations to cross-

subsidise the delivery of more social and affordable rented housing, and reducing the overall 

cost of affordable housing delivery to the Government. By providing a bridge between renting 

and owning outright, it crosses markets, demographics and transcends a typically ‘siloed’ 

approach to tenure. There is a strong social case in supporting the development of mixed 

communities, offering people more choice and a cost-effective alternative to renting privately.  

 

Importantly in the current context, shared ownership represents better value for money for any 

Government, as well as the opportunity to better target their support at people genuinely priced 

out of the housing market. Analysis of DCLG and HCA statistics illustrates how the cost to 

Government of providing a Help to Buy equity loan home is £38,703. For shared ownership, this 

figure is closer to £15,000 per home (and as low as £8,000 outside of London). The same 

mailto:info@housing.org.uk


  

Contact name: Adam Morton                                      Lion Court 

Job title: Policy Leader                                                        25 Procter Street 

Direct line: 020 7067 1077                                                        London WC1V 6NY 

Email: adam.morton@housing.org.uk                               info@housing.org.uk    

                                                                                                www.housing.org.uk 

    
                                              

 

sources show that the average house price for Help to Buy equity loan properties is around 

£195,000, but for shared ownership this is £175,000.  

 

These values have an impact on the average household incomes of those who purchase homes 

via Help to Buy equity loan and shared ownership. For the former this figure is around £42,000 

p.a., and the latter £27,000 p.a. Recent reports from Shelter and the Resolution Foundation 

indicate that buying a 25% share of a shared ownership home is affordable to almost 90% of 

low-to-middle income households. Help to Buy equity loans would be affordable to around half 

of the equivalent people and Help to Buy mortgage guarantee to only 20% of these people. Even 

renting privately would be affordable to as few as 60% of this group.  

 

All of this does not mean that housing associations, working with Government, can’t do more to 

improve the shared ownership offer. Any investment must be with a view to developing shared 

ownership at scale. There needs to be greater recognition that, whilst for some it is a 

transitional, stepping stone to full ownership, for many it is a desirable long-term tenure in its 

own right. So, there must be measures to ensure greater mobility. There needs to greater 

consistency in terms of branding, eligibility, targeting and information provision. Crucially, any 

increase in scale must be accompanied by a long-term commitment from lenders to make 

mortgages available, at competitive prices. In part, this will need the financial services 

regulator to develop a better understanding of shared ownership, and a more realistic view of 

the risks, to lenders and consumers, associated with lending on them.  

 

2.5 Make more strategic and more rational use of Government investment by creating a single 

challenge fund and establishing a national investment bank.  

 

Using Government investment in a more strategic and rational way will maximise its impact and 

ensure it is targeted on delivering the most appropriate local outcomes.  

 

Pressure on public spending has significantly changed the nature of the funding available for 

developing new homes and infrastructure. The level of direct investment has fallen, and is likely 

to remain constrained for some time. This has been accompanied by a range of smaller funding 

streams continuing to grow. For housing associations, this has made it increasingly more 

challenging to coordinate and leverage the full weight of this investment, against the significant 

investment they make from their own resources and access to private finance.  

 

In addition to the sheer number of funding streams, differences in criteria, bureaucracy, rules, 

restrictions, intervention type, return, outcomes sought and risk sharing only add to the 

complexity housing providers’ face. All of this demonstrates the urgent need to identify a way to 

use investment more strategically to ensure any support for housing and infrastructure 

development is efficient and delivers maximum impact.  

 

In the short-term, one way of using investment in housing and infrastructure in a more 

strategic way would be to do so as a challenge fund. Bringing funding together could help strip 
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out the existing levels of bureaucracy, rules, regulations and micro-management which 

characterise the current approach. It would allow investment to be used to deliver different 

solutions in different markets i.e. it is outcome, rather than output, focused.  

 

In growing, high-demand areas, this may be about government providing short-term equity or 

land support to lower the cost and risk of new housing and infrastructure development, before 

realising a return. In economically disadvantaged, low demand areas, this may require long-

term capital investment to improve the existing housing offer. Both instances could identify the 

most appropriate commercial and employment offer. It would need to be underpinned by a 

clear and defined strategy outlining government’s housing and infrastructure priorities. Making 

the fund available under a competitive bidding process would force housing providers to be 

creative and innovative, as well as driving value for money. It need not disadvantage smaller 

organisations – they know their markets well, plus government objectives could include ones 

that are community-based in focus.  

 

In the longer-term there may be merit in exploring options for creating a national housing and 

infrastructure investment bank. This could build on the work undertaken to create a Green 

Investment Bank, exploring the possibility for government to support and underpin the bank 

which could enable the development of mixed use schemes at scale. There would clearly need 

to be an agreement with government about underpinning the risk and guarantee on investor 

return, but the clear backing and support of government would attract and reassure investors 

and government could play a role as broker.  

 

While there are risks, for example, single sector banks can be higher risk than more diverse 

banks as all their lending is into one sector, there is merit in exploring investor appetite for 

both proposals and examining their use in other countries. Indeed, in other European countries 

such banks have proved effective at channelling investment into new housing development.  

 

2.6 Introduce greater rent setting and allocations flexibility to ensure new housing supply 

meets a wider range of housing need.  

 

Giving housing associations greater flexibility over rent setting and allocations has the potential 

to drive greater efficiencies, better meet housing need, reduce the housing benefit bill and 

increase affordable housing supply.  

 

The current plethora of rents – social, intermediate, affordable, fair – are all imposed by 

government and not strategically linked and lead to a good deal of confusion. It seems perverse 

that 85% of the income of independent businesses is externally controlled. To allow housing 

associations to make the most effective use of their resources, they must be given full control 

over them. This approach should also lead to a better balance in the sharing of risk between 

housing association and government, both central and local.  
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Giving them greater flexibility over rents would challenge housing associations to provide 

rented housing that meets a wider range of local need. This would not mean rents across the 

affordable housing sector would increase automatically, but would allow them to set rents 

according to their business priorities, which allowed them to deliver their social mission and to 

ensure the long term viability of the organisation.  

 

In terms of allocations and nominations, it should act as the precursor to a more appropriate 

approach to allocations and nominations. The present system gives too much control to local 

authorities who have no share of the business risk. The changing operating and policy 

environment means that allocations and nominations agreements made between local 

authorities and housing associations in the past may no longer enable housing associations to 

effectively manage their stock and maximise the capacity in their business. This will impact on 

their ability to maximise the supply of new homes.  

 

Local authorities, in the discharge of their duties, have normally nominated the household at 

the top of their waiting list to the housing association when a tenancy is available. Often this 

household is dependent on benefits. In the case of homes let at affordable rent, this means 

adding to the housing benefit bill, trapping some people even more comprehensively in benefit 

dependency and making the distance to labour market unbridgeable. A stratified approach to 

rents would enable letting lower rent properties to those on benefits and higher rent homes to 

low income, working households.  

 

Any future partnership between housing associations and local authorities which help councils 

to meet their statutory housing obligations must be on basis of a clear local contract that 

reflects local needs and market pressures. In some places, this will mean more intermediate 

and market rent. In others, it will mean more social rent and the provision of support to people 

who are vulnerable. This would allow housing associations to be both independent and locally 

responsive. To ensure accountability it should be the norm, or perhaps even a regulatory 

requirement, for these allocation policies to be published so they can be challenged by those 

with a legitimate interest.  

 

Allowing greater rent flexibility would help housing providers be better placed to meet local 

housing need and deliver a genuinely affordable option – this is likely to mean different rents 

for different products aimed at different people with different incomes in different parts of the 

country. Crucially, greater flexibility and higher revenues, once quantified, could again be 

conditional on a contractual commitment to develop new supply. It could also be linked to 

increased operational freedoms, for example over asset management, to realise economies of 

scale.  

 

Within this, affordability should remain at the centre of rent setting, but this approach would not 

be predicated on a pre-determined tenure mix. Rather housing associations would have the 

appropriate freedoms and flexibilities to negotiate and determine the precise nature of their 

programme, potentially within an overarching ‘funding envelope’. It could be structured to meet 
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both national and local priorities, ensuring that housing delivery is genuinely responsive to the 

needs of local housing markets. Investment could then be used to support the delivery of rented 

homes at a range of price points – including social, affordable and market levels. This may 

allow housing associations to better address affordability challenges, match rents according to 

the market and the need, and manage risk. It may also be used to help people into home 

ownership via rent to save, shared ownership or shared equity. Funding would better reflect the 

cost of delivery and incentivise the development of hard to build homes. For example, 

increasing the supply of housing in rural areas, of specialist and supported housing and of 

larger homes, where delivery costs are greater but deliver higher economic and social benefits.  

 

Combined, these steps would help ensure that the approaches to rent setting and allocations 

complement one another, whilst ensuring both are fair, simple, aligned with the welfare, 

affordable for the tenant and viable for the housing association.  

 

2.7 Amend restrictions on the way certain affordable housing stock is valued to allow them to 

access more private finance.  

 

Lifting restrictions on the way housing associations can value their properties would help 

release considerable borrowing capacity and allow them to take on more debt with which to 

develop additional affordable homes.  

 

Housing associations currently build around 40,000 new homes a year on average and have an 

ambition to build many more, if they had greater capacity to do so. But for many in the sector 

the amount they can borrow to finance new development is limited significantly by the value of 

the assets they hold. Lifting restrictions on how assets are valued has the potential to 

significantly boost development capacity and housing delivery.  

 

Housing associations who own stock transferred from a local authority have to value those 

properties for loan security purposes at ‘Existing Use Value – Social Housing’, which is equal to 

about 30-45% of market value, the lower of two possible valuations for social housing due to 

restrictions in section 133 of the Housing Act 1988. The Federation wants to see this restriction 

amended to allow housing association to value all of their stock at ‘Market Value Subject to 

Tenancy’, which equates to around 60% of market value.  

 

There are various options for mitigating the impact of section 133 of the Housing Act 1998 while 

still protecting social housing more broadly, and making this change would not necessarily 

require an amendment to existing legislation. The Government and the Regulator could work 

together to issue a ‘General Consent’ provision for the disposal of LSVT stock, along the same 

lines as applies to other social housing not transferred from a local authority. This provision 

would only apply to housing association stock transferred from local authorities and would not, 

therefore, have a wider impact on stock still held by local authorities. 
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This change would effectively allow housing associations to value their stock at the higher 

‘Market Value Subject to Tenancy’ for loan purposes, releasing additional borrowing capacity 

for the development of new affordable homes. For example, for Spire Homes, a member of the 

Longhurst Group, allowing them to value their 4,700 LSVT properties at the higher valuation 

would provide an additional £50m of asset value which they could use to secure additional 

borrowing.  

 

2.8 Extend current guarantees programme to increase housing associations’ access to finance 

for new developments.  

 

Allowing debt guarantees to be used for refinancing, as well as new finance, would free up 

housing associations’ balance sheet capacity to invest in new homes.  

 

The affordable homes guarantee programme has given a much-needed boost for housing 

associations looking to access finance to deliver more homes. The recent announcement of 

£500 million of funding through the European Investment Bank for the delivery of 4,000 homes 

showed there is great appetite and ambition among housing associations to use Government 

backed guarantees to increase housing supply.  

 

However, the use of guarantees is currently restricted to housing associations accessing new 

finance. To deliver more homes, housing associations should be able to use the guarantees to 

refinance their existing debt. Allowing some housing associations to restructure their balance 

sheet in this way would increase their capacity to build new homes. For example, many LSVT 

associations have long-term bank debt at low margins held with banks that are looking to re-

price existing loans. These associations cannot negotiate new loan facilities without agreeing to 

re-pricing. An affordable mechanism to refinance, such as the Government guarantee scheme, 

would give these associations the capacity to take on new debt that is otherwise locked to 

develop new homes.  

 

Currently housing associations can only apply for guarantees for schemes which start in 2015 

and are completed by 2017. If the scheme was also extended to go beyond 2017, housing 

associations would have the confidence and certainty to commit to more long-term projects.  

 

The extent to which the Government is the guarantor of bond finance for the sector could be 

limited by rules around the proportion of debt it will guarantee in individual associations, the 

absolute amount of debt it will guarantee, and a constrained window for applications. 

Government could also limit the use of guarantees for refinancing in exchange for a contractual 

commitment from Housing Associations to develop additional new homes. 
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2.9 Explore an alternative way of accessing local authority capacity by creating municipal 

housing companies.  

Transferring local authorities housing assets into a standalone municipal housing companies 

could provide a way of accessing local authority capacity within government borrowing rules.  

 

Since reform of the Housing Revenue Account, local authorities have rediscovered their 

appetite for delivering new affordable homes. However, their ability and capacity to do so, at 

scale, is limited by the presence of the debt cap, which restricts their ability to secure new 

borrowing. Borrowing caps imposed by government are much lower than the levels at which 

local authorities estimate that they could borrow at sustainably. However, additional borrowing, 

at the scale needed to lead to a material increase in house building, would add to total public 

sector debt levels under current fiscal rules. An alternative would be to review government 

fiscal rules to bring them in line with international conventions. There has been a healthy level 

of debate and agreement about this across each of the three main political parties, without 

significant progress.  

 

An alternative therefore is to accept that arguments founded on the Public Sector Borrowing 

Requirement (PSBR)/General Government Financial Deficit (GGFD) logic have long been made, 

without any evidence that any political party will implement any change. We are told that 

international definitions of public spending are based on GGFD, where sustainable borrowing by 

municipalities for housing investment is allowed, should be applied here. However, this 

overlooks the fact that investment of this sort is not into the municipality directly, but into 

stand-alone municipal housing companies.  

 

It may be argued therefore that local authorities should no longer be direct owners of housing. 

If full and total transfer to LSVT is unpalatable, an alternative may by to allow investment into 

and sustainable borrowing by municipal housing companies (MHCs). This may offer a better 

opportunity circumnavigate the current rules and impasse. Under this model, local authorities 

would transfer their stock into MHCs, which would then own all stock, associated business 

assets and rental income. It would have its own business plan and board, with a strong local 

authority interest.  

 

This model may allow us to better apply the interpretation of international conventions of 

government borrowing, using equivalent thinking to GGFD. MHCs could access borrowing, 

secured against its assets and repaid from rental income, outside of the public debt 

classification. Repayment of the debt would be the responsibility of the MHC and its tenants, 

with no recourse to the taxpayer. It is estimated that removing the caps and allowing borrowing 

against the rental stream could leverage up to £25bn of additional debt to support the building 

of up to 250,000 new homes. MHCs would seem like the most realistic way of realising this 

potential. 
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Whilst we would need to fully quantify the potential impact and investment potential of this 

model, in particular confirmation it sits outside PSBR rules, it could be transformational. Local 

authorities would need to opt for such a move, which may need incentives, and it may work best 

as one of a broader range of options local authorities take to forward their strategic housing 

role. It may also be possible to explore ways housing associations could partner or take a stake 

in the newly created organisations. It may also be possible to explore ways housing 

associations could partner or take a stake in the newly created MHCs.  

 

2.10 Improve the framework for housing delivery by recognising it as a key part of 

infrastructure and encouraging greater more effective partnerships.  

 

Recognising housing as a key part of infrastructure development and improving the partnership 

working across the house building sector would better align the range of interests in the sector 

and increase the speed of delivery.  

 

The Commission should recognise housing as a critical part of the national infrastructure. The 

Planning Act 2008 process was introduced to streamline the decision-making process for 

Nationally Significant Infrastructure Projects (NSIPs), making it fairer and faster for 

communities and developers alike. Currently, projects are fast-tracked by the Planning 

Inspectorate (PINs) after a pre-application process involving extensive community consultation. 

Eligible projects fall under five general fields: energy, transport, water, waste water and waste. 

Crucially however, housing led or mixed used schemes involving an element of housing are not 

allowed to be advanced under NSIPs.  

 

If housing was to be included within NSIPs it would remove a significant barrier to delivery of 

housing development at scale, and provide a better link between the provision of housing and 

wider infrastructure projects. This means that the delivery of any residential property 

associated with nationally significant projects which benefit from the streamlined planning and 

consents regime, and avoid going through local planning processes which can hold up delivery. 

This is particularly valuable for mixed use schemes which would otherwise be considered of 

national significance without including an element of housing. These projects, which are likely 

to involve construction from a number of sectors could provide real stimulus to local growth, 

while the schemes may rely on the housing element to pump prime delivery and secure finance. 

It also means that planning for housing and infrastructure must be done separately which is not 

conducive to good decision making as there is a clear need for housing to be well located in 

relation to infrastructure. Adding housing to the list of projects defined as NSIPs could 

therefore contribute to the supply of homes that we desperately need but also assist in making 

mixed used schemes more viable.  

 

On a more operational level, there is considerable scope to improve partnership working across 

the housing sector. There are organisations that are geared up to manufacture quality homes in 

volumes. There are organisations able to provide and access substantial levels of competitively 

priced, long-term finance. There are bodies who own significant amounts of developable land. 
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Finding a way to better integrate and align these organisations and their interests is a critical 

way of increasing the scale and speed of housing supply. There are already examples of where 

this is working, such as joint ventures between house builders and housing associations have 

helped those involved benefit from improved access to sites, greater financial capacity, driving 

procurement efficiencies, maximising returns and increasing large-scale and complex 

development opportunities.  

 

Equally, to ensure that existing initiatives to support infrastructure, such as the Regional 

Growth Fund and Enterprise Zones, are successful they could be underpinned by the creation of 

Housing Zones. These zones, as advocated by Home Group, could combine financial incentives, 

reduced planning restrictions and other support to encourage housing delivery, in particular 

affordable housing, and job creation. They would be based on one or more local authorities 

partnering together, working with private and third sector providers in a joint venture model, 

helping facilitate delivery on their land.  

 

Other features may include enhanced CPO powers (with land value returned from the receipts 

of developed land), simplified planning to create certainty (for example, via Local Development 

Orders), an employment and skills framework (to maximise job and training opportunities) and 

a VAT exemption for five years (to deliver recurring, re-investable savings). This approach could 

also help local authorities realise significant benefits from other schemes, such as the new 

homes bonus.  

3. The Land Market 

3.1 Release more public land for affordable homes in a quicker, more coordinated and 

affordable way.  

 

The Homes and Communities Agency (HCA) should use its existing powers over land disposal 

more effectively to ensure land identified through the Strategic Land and Property Review is 

quickly released and put to the best possible public use.  

 

The current Government’s commitment to make more public land available for the building of 

new homes through the Strategic Land and Property Review is a welcome one. However, it is 

crucial that all levels of government – especially local authorities – engage fully with the 

Strategic Land Review. This will ensure that the land needed for building the affordable homes 

the country needs is identified and made available for the best possible use.  

 

Identification of suitable land is only part of the solution; sites also need to be brought to 

market in a timely and coordinated way. The HCA should use its existing powers over land 

disposal more effectively to make sure that surplus land held by public bodies is released for 

development quickly. This should include brokering relationships between land owners and 

mailto:info@housing.org.uk


  

Contact name: Adam Morton                                      Lion Court 

Job title: Policy Leader                                                        25 Procter Street 

Direct line: 020 7067 1077                                                        London WC1V 6NY 

Email: adam.morton@housing.org.uk                               info@housing.org.uk    

                                                                                                www.housing.org.uk 

    
                                              

 

house builders to help speed up construction by ensure access to suitable sites at fair and 

affordable prices. 

3.2 Align housing delivery programmes with public land disposal powers to facilitate better 

access to land and reduce delivery costs.  

 

The HCA should better align its existing land disposal responsibilities with housing delivery 

programmes to drive forward new housing supply more quickly and effectively.  

 

The HCA’s current range of funding streams aimed at delivering both affordable and market 

housing and disposing of public land share a set of common objectives. However, these 

programmes are not coordinated effectively. They are governed by multiple rules, regulations 

and criteria, which do not correspond. This is limiting the impact of these programmes in terms 

of delivering new housing supply.  

 

Using existing programmes more strategically would make better use of public money, 

ensuring government support for housing, land and infrastructure is more efficient and delivers 

maximum impact. One way to do this would be for the HCA to join-up the delivery of the 

Affordable Homes and Build to Rent Programmes with its public land disposal responsibilities. 

It could also show greater leadership in brokering relationships with stalled sites’ owners. This 

approach would allow housing providers to access more land, keep land costs down and get 

construction going on derelict public and private sites.  

 

3.3 Revisit guidance on Best Consideration to take account of the wider economic and social 

value of affordable housing.  

 

Limited capital investment in affordable housing means that public land which is either 

discounted, free, or paid for at a later date, provides the country with a ‘game-changing’ 

opportunity to deliver the homes it desperately needs. However, public bodies with land 

available to release too often apply a narrow definition of best value and simply sell to the 

highest bidder to maximise the one-off sales receipt. Instead, they need to recognise the social 

and economic benefits of affordable housing.  

 

Many housing associations deliver affordable housing alongside employment and independent 

living initiatives, reducing demand on local authority services. The Federation wants to see 

government guidance on Best Consideration of land disposal revised to encourage public 

bodies to take a much broader view of the return they can expect when releasing land for 

affordable homes.  

 

Public bodies should also be encouraged to explore and implement more innovative 

approaches to bringing land forward on more favourable terms for affordable housing. 

Examples include discounted or deferred payments and equity sharing arrangements. This 
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would also serve as an important way of facilitating new entrants into the market and 

increasing competition. 

3.4 De-politicise the planning system by ensuring local politicians focus on strategic housing 

need rather than individual planning applications.  

 

Whilst frequently cited as one of the main barriers to housing delivery, now is not the time to 

re-introduce wholesale changes into the planning system, so shortly after the introduction of 

the NPPF. It is also questionable whether the planning ‘problem’ would be better described as 

cultural and political, rather than systemic. Assuming the former is a bigger issue then it is 

likely to be the consequence of planning focusing more on development control than creative 

housing provision. Planning decisions are made with an eye of short-term political gain, rather 

than long-term, strategic housing need.  

 

We can retain robust democratic input into local planning, by ensuring local politicians focus on 

the overall design, direction and tenor of the Local Plan, with officers being responsible for 

making individual planning decisions in light of whether they meet this plan.  

3.5 Revise our approach to land assembly, green belt, and density to make better use of 

developed and undeveloped land.  

 

One of the constraints to the availability of land suitable for housing development is the cost 

and process of assembling land. Perhaps a way round this would be greater involvement of 

local authorities (or the HCA, the GLA, LEPs, City Regions) in land assembly, as in other parts of 

Europe. This may be complemented by compulsory purchase powers.  

 

Local authorities could engage more closely in the land market, especially where they own land 

or where schemes have stalled. In some instances they may be able to buy undeveloped land, 

provide infrastructure and services and sell at a price to recover costs. Where fragmented land 

ownership or an impasse between developer and landowner is stalling schemes, compulsory 

purchase could be used to unlock them. Together these could help ensure a supply of land in 

areas of greatest strategic importance and need.  

 

It is right that there are policies to prevent urban sprawl but these must be applied with greater 

flexibility. Failing to do so is reflected in upward pressure on land prices. One option may be to 

ensure urban boundaries and green belts are reviewed at regular, pre-determined intervals.  

 

This might involve moving the green belt further from the town it is ‘protecting’ where 

accessibility and infrastructure is good. It could include developing on low value agricultural or 

marginal land. An alternative may be ‘green belt swaps’, where government could encourage 

local authorities to use existing powers to reallocate brownfield land within green belts for 

housing development (in return for more attractive land for leisure etc. to be added to the green 

belt).  
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A related point is the potential of an ‘offsetting’ policy, by revising our approach to density 

within urban areas. For example, London is not densely populated compared to other major, 

world cities. There may be considerable scope to increase this density to help deliver more of 

the homes we desperately need. This approach could be more successful, but not limited to, 

areas where there’s good infrastructure in place. For example, existing suburbs present one of 

the key challenges to deliver in terms of their extremely low density. More can be done 

encourage local authorities to support higher densities here and not just around major 

transport interchanges. 

4. The role of garden cities and new towns 

4.1 Identify the most effective delivery framework and understand the impact of garden cities 

on more immediate measures to boost new housing supply.  

 

Garden cities are very unlikely to make any (material) contribution to new housing supply by 

2020. Whilst it is important to view the contribution over the medium-to- long term, it is equally 

as important to ensure that this doesn’t act as a distraction from the wide range of short-term 

measures which can deliver a more immediate impact on increasing housing supply.  

 

However, the growing political momentum and cross-sector support may present the 

opportunity to develop a clearer, more consistent and long-term approach to policy within 

government. This is crucial if boards and regulators will commit in the long-term.  

It is difficult to see how any of this will be achievable in the absence of a joined-up strategic and 

spatial approach to planning, even for significant infrastructure. This seems vital in determining 

the most appropriate and deliverable location(s) for garden cities, and establishing the link 

between national, regional and local policy and housing need.  

 

Related to this is the need for vision, leadership and governance – this will need to be linked to 

the right partners. One way to demonstrate this would be to recognise housing as national 

infrastructure to help streamline the planning process, making it faster and fairer for mixed-

use schemes.  

 

Beyond this, there may be more potential in applying the thinking at a range of smaller scales, 

such as ‘garden towns’, sustainable urban extensions and brownfield sites. This may be better 

linked to existing infrastructure and services, increasing the prospect of delivery and reducing 

costs. These different ideas on scale shouldn’t be mutually exclusive, but part of a portfolio, 

ideally within an overarching housing strategy.  
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4.2 Carry out a robust analysis of the cost of delivering garden cities and establish how public 

and private investment will be structured.  

 

Any consideration of the cost-effectiveness of garden cities in the short, medium and long term 

needs some robust analysis. This needs to combine the up-front cost with the life-time costs. 

 

In terms of the up-front costs, this is likely to relate to the need for extensive infrastructure 

investment in transport, schools, retail, leisure, community and employment facilities. This in 

turn is likely to need significant public investment – this will be important in de-risking the 

development, boosting confidence and creating value for private investors.  

 

This is also an important point when considering the potential to attract institutional 

investment. There is no shortage of patient investment, but there needs to be greater certainty 

over the development process/mechanism. This means investors are likely to look for 

guaranteed returns, without taking on development risk, at rates comparable to other 

investment types.  

 

4.3 Understand the balance between centrally and locally led delivery and ways to build greater 

public support.  

 

There is a need for a huge cultural shift in how communities view new development and how we 

better engage them in the process and give them ownership. How can we achieve this?  

 

The lack of public support will be in a factor determining the feasibility of delivering via 

strategic, top-down versus community-led, bottom-up. The reality may be a hybrid, but cannot 

proceed as simply community-led, without central direction. One way to engender support may 

be to clearly articulate the associated/preceding infrastructure improvements and the wider 

community benefits which will result, beyond just housing e.g. employment, school, retail, 

leisure etc.  

 

Linked to this that significant consideration needs to be given the making these places that 

people want to live. This is more than about social and physical infrastructure, but includes the 

social networks, the links to the job offer, as well as other less tangible elements that will make 

people want to move away from where they are now to a newly created settlement.  

4.4 Ensure the use of public and private developed and undeveloped land effectively supports 

the garden cities ambition.  

 

Unlocking suitable land is crucial. The Strategic Land Review may present an opportunity here. 

All levels of government should engage in the process and identify how it can bring forward 

public land. Public bodies releasing their land must avoid simply giving it to the highest bidder. 

Instead, they should not focus on the narrow definition of best value, but also look and quantify 

how the land could be used to deliver wider social and economic value. Should there be an 

obligation to use public land for public benefit?  

mailto:info@housing.org.uk


  

Contact name: Adam Morton                                      Lion Court 

Job title: Policy Leader                                                        25 Procter Street 

Direct line: 020 7067 1077                                                        London WC1V 6NY 

Email: adam.morton@housing.org.uk                               info@housing.org.uk    

                                                                                                www.housing.org.uk 

    
                                              

 

 

There is a need for a serious national debate on the role of the green belt in meeting housing 

need, but this needs to go beyond simply garden cities considerations. This needs to consider 

regular, strategic reviews; re-designation; green belt swaps etc. 
 

There has been some discussion of the density of garden cities however it may be worth 

expanding this thinking to existing settlements, in particular suburbs. Many could support 

higher density levels. Whilst this should focus on those with strong transport infrastructure, it 

shouldn’t be limited to them. 
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