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Building on the stimulus package  
A plan for growth through housing 
 
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. And each year they 
invest in a diverse range of neighbourhood projects that help create strong, vibrant communities.  
  
Housing drives growth with a speed and effectiveness few industries can match. It has a crucial role to play in 
the country’s economic recovery. The statistics speak for themselves. Every affordable home built generates 
an additional £108,000 in the economy and creates 2.3 jobs. That represents one of the highest multiplier 
effects of any industry – a greater economic impact than investment in health, offshore wind or financial 
services.  
  
The Federation therefore welcomed last September’s housing stimulus package with its focus on driving 
growth through housing. The Government’s £10 billion financial guarantees, together with the extra £300 
million for affordable and empty homes, could make a real difference.  
 
However, to drive growth and deliver the homes we need, more can be done. The Budget provides an 
invaluable opportunity to build on the stimulus package and fill in the missing pieces of the puzzle.  
 
In this submission we outline our plan for how this can be achieved. Taken together, these measures will 
support the delivery of new homes at scale and at minimal cost to the public purse. They will create thousands 
of jobs across the country and drive the growth we need. The Government should: 
 

1. Ensure the rapid release of small sites for development 
2. Provide certainty beyond 2015 
3. Reduce VAT on services to housing associations 
4. Remove tax penalties for investing in new, affordable homes   
5. Raise the local authority debt cap 
6. Review the impact of welfare reform before considering any further benefit cuts 

 

1. Ensure the rapid release of small sites for development 
 
1.1 Recommendation 

That the Government releases small sites to developers through an innovative, 
open competition. 

 
1.2 Summary  

As the Government has recognised, the release of public sector land has a 
crucial role to play in increasing the delivery of new homes. We support the 
Government’s ambition to release public land with enough capacity to build up to 
100,000 new homes by 2015. This could make a real difference. However, 
despite the best intentions, this policy proposal has yet to translate into action at 
scale on the ground.  

 
The Budget provides an ideal opportunity to build on this pledge and release 
sites that housing associations can build on quickly. The Federation is therefore 
calling on Government to introduce a targeted release of small, non-strategic 
parcels of previously developed public land.  
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There is a clear benefit to this approach. These sites, which can accommodate 
up to 100 homes, can be developed at a much quicker rate than large, complex 
schemes. Unlike larger sites, they do not require significant site assembly or 
infrastructure development and do not tend to experience lengthy planning 
processes.  
 
Housing associations are ready and able to build on these sites now and could 
bid for them through an innovative open competition. By fast-tracking these sites 
in this way, we could get homes built this Parliament, driving growth now and 
creating much needed jobs. 
 
Government should also explore how the release of public land could support its 
broader policy goals. For example, the NHS has an ideal opportunity – having 
launched its £300 million Care and Specialised Housing Fund in October – to 
achieve ‘best value’ by ensuring that its surplus land is utilised to achieve 
integration, prevention and wellbeing outcomes.  

 
We support the Home and Communities Agency (HCA) having a role as a single 
‘shop window’ for public land, and look forward to further clarity being provided on 
this quickly. However, we believe that the HCA should also be given powers to 
take a role in central government land disposal. In order to facilitate the rapid 
release of publicly owned land, and to ensure strategic disposal of these sites, 
the HCA should be given the powers to act as a land agency across all central 
government departments. 
 

2.0 Provide certainty beyond 2015 
 

2.1 Recommendation 
That the Government should provide certainty on its long-term plans for 
supporting affordable housing providers by confirming its approach to rent setting 
until 2020 and committing to capital investment post-2015. 
 

2.2 Summary 
Continuing uncertainty over the Government’s plans for supporting and investing 
in affordable housing post-2015 is acting as a barrier to the long-term planning 
needed for housing associations to deliver new homes at scale. This risks 
undermining the Government’s ambition to get Britain building. 
 
Currently, the Government risks affordable housing delivery falling off a cliff edge 
as it is too high a risk for housing associations to commit to future developments. 
Providing certainty would help ensure a seamless transition from the current 
delivery programme to the next. 
 
One way to create certainty would be to confirm that the approach to setting and 
increasing social and affordable rents would continue beyond 2015. Extending 
the current formula linked to inflation (+ 0.5%) is crucial to the ability of housing 
associations to access private finance at competitive rates. It is also key to 
attracting a range of institutional investors into the sector, including pension 
funds, which is something the Government views as critical.  
 
Housing associations would also welcome a discussion over effective freedoms 
and flexibilities for rents of new lets to boost capacity further. Coupled with a 
government commitment to capital investment in affordable housing post-2015, 
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this would be the most effective way of offering housing associations business 
certainty, helping them to manage risk and plan new delivery.  

3.0 Reduce the rate of VAT on services to housing associations 
 

3.1 Recommendation 
That the Government should reduce the VAT rate to 5% for services provided to 
housing associations for the renovation of social housing.  

 
3.2 Summary 

Reducing the VAT rate to 5% for works to existing homes could deliver a rapid 
economic stimulus. There is currently scope for the reduced VAT rate to be 
applied to the renovation of housing as part of a social policy within Annex III of 
the EU VAT Directive 2006/112 but this has not been applied in the UK. Work on 
existing homes improves energy efficiency and boosts the green economy. 
 
Our indicative modelling suggests that this would save the 25 biggest housing 
associations £135 million per annum. This would leverage additional finance that 
would support the delivery of 7,000 homes every year, creating over 16,500 jobs, 
and pumping £750 million into the British economy.  
 

4.0 Remove tax penalties for investing in new affordable homes    
 

4.1   Recommendation 
That the Government should extend Stamp Duty Land Tax exemptions and 
ensure housing associations are not penalised by additional taxes for activities 
that cross-subsidise the delivery of new affordable homes. 

 
4.2   Summary  

Where social housing developments are funded by public capital subsidy, 
housing associations are exempt from Stamp Duty Land Tax. This has supported 
the delivery of much-needed new homes. However, an unanticipated side-effect 
of cuts to capital subsidy has compromised the benefits that this exemption 
brings. 
 
Housing associations are finding innovative ways to deliver affordable housing 
without grant. However, despite these developments fulfilling the same purpose 
as those that were previously grant funded, they no longer qualify for the Stamp 
Duty Land Tax exemption. This is compromising the delivery of new affordable 
homes across the country. 
 
Similarly, resourceful housing associations have ventured into a range of 
commercial activities to raise funds to fill the funding gap and cross-subsidise 
new housing projects. However, the higher amounts of commercial income now 
being generated by housing associations exceed tax-free thresholds that were 
set in the distant past.  
 
As a result, the financial hurdles to delivering affordable homes are higher as 
housing associations face the double blow of cuts to grant and the penalty of 
additional taxes.  
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If Government wants to meet their ambition of delivering many more affordable 
homes it is crucial that: 
 

• the Stamp Duty Land Tax exemption is extended to enable relief to be 
claimed even where no housing grant is used to fund social housing 
developments and 

• the tax-free threshold for generating commercial income is raised, 
allowing housing associations to cross-subsidise new social housing 
projects without being penalised by additional taxes. 
 

5.0 Raise the local authority debt cap 
 

5.1 Recommendation 
That the Government raises the local authority debt cap to maximise local 
investment in new homes 

 
5.2 Summary  

The Federation welcomes the Government’s reforms to council housing finance 
so that stock-owning local authorities can invest in new and existing homes. 
These reforms create new opportunities for improved partnership working 
between councils and housing associations and will help release untapped 
capacity in housing assets.  
 
There is variation in the extent to which councils have developed clear strategies 
and ambitions for how they use these new freedoms to invest in new homes. 
Working closely together, local authorities and housing associations are better 
able to understand need and plan for new homes in local communities.  
 
However, the amount that councils can borrow is constrained by Government set 
limits. The Government should raise the local authority debt cap to realise the full 
potential of council housing finance reforms.  
 
These recommendations would maximise the local investment in new homes, 
increasing supply and pumping money back into the local economy. 
 

6.0 Review the impact of welfare reform before considering any further benefit cuts 
 

6.1 Recommendation 
That the Government not consider further cuts in support for housing costs until 
the impact of changes already in the pipeline have been understood. 
  
That the Government pursues a common sense approach to the payment of 
support for housing costs under Universal Credit that will protect tenants from 
getting into significant arrears. 
 

6.2 Summary 
The Welfare Reform Act brings in the most radical shake up of welfare in a 
generation. From April this year a raft of new measures will begin to come into 
effect including the Bedroom Tax, the Overall Cap and Universal Credit. 
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The cumulative impact of these changes and other key reforms such as cuts to 
support for council tax, are set to reduce the already stretched incomes of 
households across the country. They are also likely to have a major impact on 
housing associations’ operating costs. Only recently, the credit rating agency 
Moody’s indicated that further reductions in welfare spending and the risks 
associated with universal credit could have serious implications for housing 
associations’ credit profile. Whilst we are confident of housing associations’ ability 
to manage this, it does further highlight the fact that the Government’s changes to 
welfare could lead to unforeseen and unintended consequences for both 
landlords and tenants. 
 
These risks have been raised consistently by housing associations as they 
prepare for the changes. In a major survey of associations commissioned by the 
Federation and conducted by Ipsos MORI, 84% of landlords said they believed 
welfare reform would result in increased arrears for tenants. They expected 
arrears to rise on average by a striking 51%. 
 
Such a significant increase in arrears would not only have a major impact on the 
lives of tenants, it would also undermine housing associations’ ability to access 
funding, resulting in fewer new homes on the ground. The same survey showed 
that more than a third of housing associations thought that the introduction of 
direct payment to tenants would make it harder to build new homes. 

 
The Department for Work and Pensions is running a series of demonstration 
projects to test direct payments. The initial findings show a significant rise in rent 
arrears - 8% of rent is going unpaid, a 60% increase on normal levels. The full 
impact will not be known until the projects finish in June 2013. Meanwhile a 
Universal Credit pathfinder is due to be launched in North West England in April 
2013. 
 
We would therefore ask ministers to make no further cuts to support for housing 
costs in the Budget, to allow for a full assessment of the cumulative impact of the 
changes already announced, and for lessons to be learned. 
 
We would also ask the Government to agree a common sense approach to the 
design of the ‘arrears trigger’ under Universal Credit and to the process by which 
‘vulnerable’ tenants are identified and their benefits paid direct to their landlord. 
This would help ensure payments are switched to the landlord before tenants get 
into significant arrears. 
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