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Member Briefing - Budget 2013 

1.0 Introduction  
 
The Chancellor’s Budget on 20 March included a number of measures that 
have implications for the sector. This briefing summarises the relevant 
announcements, along with a response from the Federation and an outline of 
future implications for the housing association sector.  
 
In February we sent the Chancellor our budget submission, outlining our plan 
for driving growth and delivering the housing this country needs: 
 
- Ensure the rapid release of small sites for development 
- Provide certainty beyond 2015 
- Reduce VAT on services to housing associations 
- Remove tax penalties for investing in new, affordable homes   
- Raise the local authority debt cap 
- Review the impact of welfare reform before considering any further benefit 

cuts. 
 
Taken together, the measures we set out would support the delivery of new 
homes at scale and at minimal cost to the public purse, creating thousands of 
jobs across the country and driving the growth we need.   
 
Responding to the Chancellor’s Budget, National Housing Federation chief 
executive David Orr says:  
“We welcome the Chancellor’s realisation that people around the country are 
struggling to buy their own homes, and the measures introduced today may 
help a number of them. But the danger is that if we don’t tackle the fact we’re 
still not building enough homes, we’ll just create another housing bubble that 
will continue to push house prices up and out of reach of the majority. 
 
“Our housing market has long been weakened by the lack of new houses 
being built, which are forcing up rental and house prices – leaving millions of 
people struggling to get on the property ladder or pay their rent. The 
Government should be focusing on unlocking investment to build more new 
homes as a way of managing down the housing benefit bill and boosting the 
economy. We welcome the measures to support new supply but they are very 
small scale. 
 
“And we still need the Government to help unlock land banks, free the small 
publicly owned derelict sites so we can build houses on them and give 
housing providers long-term certainty over how much income they can expect 
so they can start planning and building beyond 2015. With the impact of 
welfare reform still to be fully felt, we need reassurance and long-term 
commitment so we can play our part in raising the finance needed to build 
more homes.” 



   

Page 3 

Briefing – Budget 2013 

2.0 Background 
 
Economic overview  
 
Alongside the Budget, the Office for Budget Responsibility (OBR) published its 
March 2013 Economic and fiscal outlook. The OBR acknowledges that the 
economy grew slightly more strongly than expected during 2012 as a whole in 
the last forecast, but it also shrank more than expected in the final quarter of 
2012. It went on to say that the economy was entering 2013 with less 
momentum than expected.  
 
As set out in the Budget Report, the Government has said its strategy is 
designed to protect the economy through this period of global uncertainty, to 
maintain market confidence in the UK and to lay the foundations for a 
stronger, more balanced economy in the future. The Government says it is 
taking decisive action to rebalance and strengthen the economy for the future 
through a comprehensive package of structural reforms, including an 
ambitious housing package and programme of infrastructure investment. 
 
Economic forecasts 
 
Economic recovery continues to be more uneven that expected. The OBR has 
revised down the near-term growth forecasts to 0.6% this year and 1.8% in 
2014. Growth forecasts are unchanged after that, rising steadily to 2.8% by 
2017. The OBR says the pace of recovery is constrained by slow growth in 
productivity and real incomes, continued problems in the financial system, the 
fiscal consolidation and the outlook for the global economy. Public sector net 
debt is forecast to peak at 85.6% of GDP in 2016-17, rather than 79.9% a year 
earlier (as in the OBR December forecast).  
 
Spending plans 
 
In line with the Government’s fiscal strategy, the 2013 Report sets out a 
fiscally neutral Budget that reinforces the Government’s commitment to deficit 
reduction.  
 
Departments are collectively expected to spend £11.5 billion less in 2012-13 
than in the plans set out at Budget 2012. By the end of April 2013, the 
Chancellor says the Government will have implemented measures to deliver 
over 90% of the total savings expected from the reforms to the welfare 
system. 
 
There will be a reduction in the Resource Departmental Expenditure Limits 
(REDL) of £1.1 billion in 2013-14 and £1.2 billion in 2014-15, helping to 
support its housing package in the short-term and contributing to the overall 
savings required from current spending in 2015-16. The schools and health 
budget remain unchanged.  
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The Government will make savings from current spending of £11.5 billion in 
2015-16. The envelope for current spending in 2015-16 will therefore be 
£694.2 billion, enabling the Government to increase capital spending plans by 
£3 billion a year.   
 

3.0 Budget announcements  
 
3.1 Help to Buy  

 
Government announcement 
 
Building on the popularity of FirstBuy, from 1 April 2013, the Government will 
launch Help to Buy: equity loan, which will provide £3.5 billion over the next 
three years to help up to 74,000 home buyers. This will be worth up to 20% of 
the value of a new build property, repayable once the property is sold. The 
maximum home value will be £600,000. It is open to all prospective home 
buyers (not just first-time buyers) and there is no income constraint. 
 
Government will also launch Help to Buy: mortgage guarantee, a temporary 
scheme to run for three years from January 2014. This will increase the supply 
of high loan-to-value mortgages by offering £12 billion of government 
guarantees to lenders who offer mortgages to people with a deposit of 
between 5% and 20% - sufficient to support £130 billion of lending. These 
mortgages will be available to all existing homeowners, as well as first-time 
buyers, on new or existing properties with a value of up to £600,000.  
 
Federation response 
 
With continuing high house prices, thousands of people have been struggling 
to buy their own homes. The equity loan and mortgage guarantee measures 
introduced under Help to Buy should be welcomed. Combined, they offer the 
potential to help a significant number of people into home ownership. They 
may help get our stagnant housing market moving, and by helping so-called 
‘second-steppers’, it will potentially open up homes for first-time buyers who 
are currently excluded from the market.  
 
Research by Savills indicates that the 74,000 new home purchases supported 
by the equity loans could represent a 28% increase on new build sales over 
the three years. The same research indicates that the mortgage guarantees 
have the capacity to enable 550,000 extra house sales over the next three 
years, if they translate into £130 billion of mortgage lending. However, both 
these figures assume that Help to Buy supports entirely additional sales. 
There is a real risk that the equity loans and mortgage guarantees are simply 
helping people who can already afford to buy a house, so will not have the 
anticipated effect of driving up sales volumes. 
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Similarly, with house prices now almost back to their 2008 peak and mortgage 
lending to first-time buyers already at its highest level since 2007, there is a 
risk of creating another housing bubble. Though these measures will 
undoubtedly increase demand for home ownership, supply is traditionally 
unresponsive to demand. The Government will need to monitor and take steps 
to ensure that they result in a proportionate increase in new housebuilding if 
we are to avoid seeing house prices rise to an artificially high level, taking 
them even further beyond the reach of many. 
 
Final details of the scheme are yet to be finalised. However, confirmation that 
lenders will be charged a commercial fee for each mortgage in the scheme 
risks this cost being passed on to buyers via interest rates – potentially 
reducing how competitive the guaranteed product may be. Beyond this, 
expanding eligibility criteria to all home buyers and existing home owners and 
increasing house value thresholds runs the risk of actually decreasing 
affordability for first-time buyers and perpetuating our cycle of boom and bust. 
 
There may also be a moral hazard that, by guaranteeing the provision of high 
loan-to-value mortgages, the Government is implicitly encouraging people to 
take on high levels of personal debt or risking a return to irresponsible lending 
decisions. Equally, there are question marks over whether the Government 
ought to direct support at helping people buy homes valued up to £600,000.  
 
Whilst the funding provided for the Help to Buy: equity loans will be repaid to 
government over time or at the point of resale, it may be interesting to note 
that the funding available for the equity loans equates to over £47,000 per 
expected sale. This level of support, for a market product, is similar to that 
provided for the delivery of social rented housing under the National 
Affordable Housing Programme 2008-11. It is certainly much greater than the 
funding for ‘affordable rent’ and affordable home ownership units under the 
current Affordable Homes Programme 2011-15 (AHP). Investing £3.5 billion 
under the same arrangements as the AHP would have supported the 
development of up to 175,000 affordable homes – helping create over 400,000 
jobs and putting an additional £19 billion into the economy.      
 
Federation contact: Adam Morton – adam.morton@housing.org.uk or 020 
7067 1077 
 

3.2 Right to Buy  
 
Government announcement 
 
Following the reinvigoration of Right to Buy in April 2012, the Government will 
now look at ways to simplify the application process and reduce the qualifying 
period for tenants from five to three years. From 25 March 2013, the maximum 
discount cash cap in London will be increased from £75,000 to £100,000, to 
reflect higher house prices. Government also reaffirmed its commitment to 
ensuring one-for-one replacement of all homes sold.  
 

mailto:adam.morton@housing.org.uk
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Federation response 
 
The Federation supports giving more people the opportunity to own their own 
home. We have said before that the level of Right to Buy discount needs to 
better reflect local housing markets. Our indicative modelling, based on 
average incomes, lower quartile house prices and a standard affordability 
measure, suggests that increasing the discount to £100,000 in London means 
that over 8,500 Londoners in housing association homes may now be able to 
afford to buy their home. 
 
We are encouraged by Government’s continued commitment to ensuring one-
for-one replacement of homes sold. However, despite a potential rise in 
receipts from sales, we are concerned that, after paying down housing debt, 
the greater discount will reduce the total funds available to reinvest in 
replacing affordable homes. 

 
Federation contact: Catherine Ryder – catherine.ryder@housing.org.uk or 020 
7067 1096 
 

3.3 Support for affordable housing 
 
Government announcement 
 
Government will invest a further £225 million, to be used alongside the 
existing affordable homes guarantee programme, to support the delivery of an 
additional 15,000 affordable homes. These homes must be started by March 
2015. 
 
Federation response 
 
The Federation welcomes the investment of an additional £225 million in 
affordable housing delivery. It is a further indication of the growing 
understanding in Government of the growth potential that comes from 
investing in new homes. It is also a timely recognition of the fact that capital 
investment in affordable housing offers the best value for money for both 
government and the taxpayer, and the most effective way of guaranteeing an 
increase in housebuilding activity. 
 
The delivery of 15,000 new homes is only a small, though important, 
contribution to the huge supply-side problems our housing market faces. 
Confirmation that schemes must only be started by March 2015 is a helpful 
way of maintaining delivery momentum before any transition to a new 
programme. 
 

mailto:catherine.ryder@housing.org.uk
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Crucially, this short-term stimulus must be accompanied by long-term stability 
to be most effective. The Federation will continue to push for clarity over how 
affordable housing delivery will be supported post-2015. 
 
The deadline for submission of all bids for this funding is 21 May 2013.  
 
Further information on this funding can be found at: 
http://www.homesandcommunities.co.uk/ourwork/affordable-homes-
guarantees-programme 

 
Federation contact: Adam Morton – adam.morton@housing.org.uk or 020 
7067 1077 

 
Government announcement  
 
The Government acknowledged the importance of giving social landlords 
certainty over social rents if they are to be able to plan for future affordable 
housing development. They committed to outlining a social rental policy until 
2025 in the 2015-16 Spending Round. 
 
Federation response 
 
This is again a welcome acknowledgement of the role that building affordable 
housing can have on economic growth. However, if the Government is serious 
about its ambitions to boost housebuilding in the short-term, it needs to give 
housing associations greater clarity about their long-term income streams. 
 
The commitment to a 10-year rental settlement is a positive step in terms of 
offering business certainty, but more can be done to allow housing 
associations to plan for future development. Housing associations need further 
clarity on the level of rents they may charge, and the link to inflation, to allow 
them to secure long-term finance and invest in much-needed affordable 
housing. This need is especially acute given the continuing uncertainty over 
the full impact of welfare reform. 
 
The Federation will work to secure the best rent settlement for the sector in 
the 2015-16 Spending Round. In the light of recent rent meetings, we make 
the case that a move away from the current formula (RPI plus 0.5%) to 
anything less would have significant implications on the business plans of a 
number of housing associations and their capacity to develop. This will 
undermine the stated Government ambition to significantly increase new 
supply. We will emphasise the importance of stability, simplicity and 
affordability; and the need to take a joined-up view of rents, capital investment 
and welfare. 
 
Federation contact: Adam Morton – adam.morton@housing.org.uk or 020 
7067 1077 

http://www.homesandcommunities.co.uk/ourwork/affordable-homes-guarantees-programme
http://www.homesandcommunities.co.uk/ourwork/affordable-homes-guarantees-programme
mailto:adam.morton@housing.org.uk
mailto:adam.morton@housing.org.uk
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Government announcement 
 
Government confirmed that it will allow social landlords to charge market rents 
to tenants with an income of over £60,000. These tenants will be required to 
declare their income, with additional rents being reinvested in housing. 
 
Federation response 
 
A ‘pay to stay’ approach that gives landlords the tools to charge high-income 
tenants higher rents is better than a mandatory requirement to do so. In many 
areas, this policy would cost more than the extra income housing associations 
would receive in higher rents. Housing associations are independent 
businesses that manage their own revenue and assets and are best placed to 
take a view on whether this is workable for them. Given the current housing 
crisis, we understand why Government wants to address what it sees as 
unfairness in subsidising high income tenants to live in social housing. 
However, the extent to which high-income tenants occupy and ‘block’ access 
to affordable housing is very limited and any measures must be proportionate 
to the scale of the problem.  
 
The Federation was involved in the working group that looked at how the 
proposals could operate. Through this group we, and others, made the strong 
recommendation that participation for landlords should be optional. We are 
pleased these views have been taken into account. However, the difficulties of 
even a non-mandatory approach should not be underestimated. It will require 
legislation to retrospectively change existing tenancies. We remain concerned 
that once the statutory and regulatory arrangements are in place there would 
be scope to make this mandatory in the future. We will, of course, continue to 
engage with the Government on these proposals.  
 
Federation contact: Catherine Ryder – catherine.ryder@housing.org.uk or 020 
7067 1096 

 
3.4 Build-to-Rent 

 
Government announcement 
 
The Build to Rent fund announced in the Autumn Statement 2012 has been 
increased from £200 million to £1 billion. It will provide equity or loan finance 
to support the development stage of more homes for private rent. 
 

 
 
 
 
 

mailto:catherine.ryder@housing.org.uk
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Federation response 
 
With the initial funding available under Build to Rent heavily over-subscribed, 
we welcome the decision to invest more money in the scheme. Used 
alongside the existing housing guarantee programme, this has the potential to 
provide a significant boost to the housing market. Demand for private rented 
housing continues to grow and this offers the opportunity to increase supply. 
 
Housing associations already own and manage thousands of homes for 
private rent, and there is a growing appetite to do more. Many see it as an 
important way of responding to wider housing need, meeting their social 
purpose and delivering mixed communities. Housing associations have the 
financial capacity and confidence of investors to help kickstart growth in the 
private rented sector, and the provision of equity finance or loans via the Build 
to Rent fund has the potential to address some of the current barriers, viability 
and financing issues. 
 
Housing associations are uniquely placed to improve the quality of the private 
rented offer and attract the wider range of institutional investor that the fund 
aims to achieve.   

 
Federation contact: Adam Morton – adam.morton@houisng.org.uk or 020 
7067 1077 
 

3.5 New limit on welfare spending 
 
Government announcement  
 
The Government confirmed that a new ‘spending limit’ will be imposed to limit 
the growth in welfare spending from 2015-16. They are seeking to ‘strengthen 
the public spending framework by introducing a firm limit on a significant 
proportion of Annually Managed Expenditure (AME), including areas of 
welfare expenditure’. The limit will be ‘designed in a way that allows the 
automatic stabilisers to operate to support the economy’. 
 
No details were provided about the kind of cuts or entitlement restrictions that 
might be required to implement such a limit. More detail on how the new 
spending limit will work is to be provided in the 2015-16 Spending Round. 
 
Federation view 
 
The Government has raised the prospect of cutting back support for poor and 
vulnerable people once spending on social security has reached an 
unspecified limit. There is a reason such spending has been protected from 
limits in the past – it is designed to be available when people need help. 
 

mailto:adam.morton@houisng.org.uk
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According to HM Treasury, AME ‘typically consists of programmes which are 
volatile and demand-led, and which are therefore not subject to firm multi-year 
limits’. It adds that the ‘biggest single element’ of AME is social security 
spending. This spending includes spending on social security payments for 
low-paid, unemployed, disabled and pensioner households. 
 
With a string of significant cuts in Housing Benefit – including the Bedroom 
Tax and the household benefit cap – due to hit hundreds of thousands of low-
income families within days, this further uncertainty is deeply unwelcome. The 
Government must come forward at the earliest opportunity to explain what 
further cuts it is considering. 
 
Federation contact: Andy Tate – andy.tate@housing.org.uk or 020 7067 1081 
 

3.6 Cap on individual social care costs  
 
Government announcement 
 
The Government will cap individuals’ contribution to their social care costs and 
extend the means test in line with the broad recommendations of the Dilnot 
Commission. The cap will be set at £72,000. The means-testing threshold will 
be increased from £23,500 to £123,000. The measures will be introduced from 
April 2016. 
 
Federation response 
 
The commitment to a cap is an important step towards greater certainty in 
meeting the costs of care. The cap announced in the Budget is slightly lower 
than the previously announced £75,000. It will be brought in a year earlier than 
originally planned to coincide with changes to pensions.  
 
The cap is set at considerably higher level that that recommended by the 
Dilnot commission. It does not include accommodation costs for care homes. 
However, even at this level, it will help to reduce the number of people who 
are forced to sell their home to pay for care. 
 
A cap on individual contributions is only part of the solution. As the 
Federation’s work on the draft care and support bill has highlighted, we need 
continued investment in social care to overcome historic underfunding, along 
with measures to genuinely integrate health, care and housing services to 
deliver the preventative services we need.  
 
Federation contact: Amy Swan – amy.swan@housing.org.uk or 020 7067 
1090 
 

mailto:andy.tate@housing.org.uk
mailto:amy.swan@housing.org.uk
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3.7 Community Budgets  
 
Government announcement 
 
The four areas that participated in the recent Whole Place Community Budget 
pilots estimate that they can save £800 million over five years by implementing 
their plans. To support the local adoption of similar approaches, the 
Government is establishing a new multi-agency network and has pledged to 
announce plans to extend this approach across the country in the 2015-16 
Spending Round. 
 
Federation response 
 
Community budgets represent an opportunity to focus on people’s needs 
rather than individual funding streams. The Federation welcomes efforts to 
better integrate services for the benefit of customers, which can, for example, 
ensure that housing, adaptations, health and social care services are co-
ordinated to meet the needs of the individual. 
 
To be effective, community budgeting must take a genuinely multi-agency 
approach. It should involve smaller and specialist service providers as well as 
larger local agencies. Procurement practice will need to be flexible to allow for 
this integrated approach. Bodies involved in community budgeting will need to 
consider the impact of interventions as well as the savings being made.  
 
The Federation will highlight potential opportunities for our members once the 
further announcement on community budgeting is available. 
 
Federation contact: Emily Bird – emily.bird@housing.org.uk or 020 7067 1180 
 

3.8 Social enterprise  
 
Government announcement 
 
The Budget acknowledged that social enterprises play an important role in 
growing the economy, reforming public services and promoting social justice. 
The Government announced the introduction of a new tax relief to encourage 
private investment in social enterprise. 
 
It is intended to complement other recent measures to help social enterprises 
access the capital they need, such as the launch in 2012 of Big Society 
Capital. The Government has committed to consulting formally on the details 
of the relief by summer 2013 and it is due to be introduced in the 2014 
Finance Bill. 
 
 

mailto:emily.bird@housing.org.uk
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Federation response 
 
Some housing associations are already running innovative social enterprises 
to meet a broad range of customer and community needs. These can range 
from training and skills programmes, to small businesses selling local products 
and services. 
 
The tax relief could create opportunities for new and developing local 
partnerships – particularly as state funding retreats and as local authorities 
estimate a £16.5bn shortfall. However, much will depend on the details and 
how the measure defines social enterprise. 
 
The Federation will inform members once the details of this proposed tax 
relief, due to be announced in the summer, are available. 
 
Housing associations may wish to consider working with their partners to 
evaluate the impact on the community of any social enterprise work, and our 
website will soon offer further advice. 
 
Federation contact: Sara Cunningham - sara.cunningham@housing.org.uk or 
020 7067 1078 

 
3.9 Planning 
 

Government announcement 
 
Government are inviting bids from eligible public landholders for the £290 
million funding allocated to accelerate surplus public land disposals in the 
Autumn Statement 2012. In addition, around 30 sites will transfer to the 
Homes and Communities Agency, who will dispose of them quickly. 
 
Federation response 
 
While we welcome measures to make more effective use of public land, if the 
Government is serious about boosting the UK’s housing supply, the release of 
small plots of previously developed land to housing providers would have 
been another step forward. We are disappointed that the Government has 
ignored our recommendations, which are in line with the Heseltine report, on 
bringing forward small parcels of previously developed land. 
 
Government announcement 
 
The Government will consult on further flexibilities between planning use 
classes to support change of use from certain agricultural and retail uses to 
residential use, in order to increase responsiveness within the planning 
system. 

mailto:sara.cunningham@housing.org.uk
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Federation response 
 
We agree that encouraging local authorities to be more flexible over change of 
use would help deliver some of the homes we need. We are, however, 
concerned that providing permitted development rights for all these types of 
conversions would miss the opportunity to properly plan to meet need across 
all housing tenures. We would support an approach that gave permitted 
development rights up to a gross external area or subject to a standard 
condition to include a certain percentage of affordable housing.  
 
Government announcement 
 
Government will publish significantly reduced planning guidance by this 
summer, in line with Lord Matthew Taylor’s recommendations. This will 
strengthen the focus on using market signals to ensure land is allocated to 
support development. 
 
Federation response 
 
We welcome this move to simplify planning guidance. We will work with the 
Department for Communities and Local Government to ensure that strategic 
housing market assessments, viability testing and, in particular, the duty to co-
operate provide robust evidence for the delivery of affordable housing. 
 
Federation contact: Rachel Fisher – rachel.fisher@housing.org.uk or 020 7067 
1142 
 

3.10 Zero Carbon Homes 
 
Government announcement 
The Government is committed to implementing ‘zero carbon homes’ from 
2016. The Department for Communities and Local Government (DCLG) will 
publish a detailed plan, setting out its response to the 2012 consultation on the 
energy efficiency requirements in building regulations, by May 2013. The 
Government will then consult on next steps, including the means of delivering 
allowable solutions, by Summer Recess.  
 
Federation response 
We are pleased that the Government will soon be providing further clarity on 
the future of ‘Part L’ of the Building Regulations. We have argued that there 
should be no further changes to Part L in 2013, but that Government, informed 
by the work of the Zero Carbon Hub, should set out a clear route-map for 
creating zero carbon homes from 2016.  
 

mailto:rachel.fisher@housing.org.uk
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Federation contact: Andrew Burke – andrew.burke@housing.org.uk or 020 
7067 1198 
 

 
3.11 Lord Heseltine’s Review  

 
Government announcement 
 
The Chancellor welcomed Lord Heseltine’s review on economic growth, No 
Stone Unturned. Building on announcements made in the Autumn Statement 
2012, the Government confirmed its endorsement of the creation of a Single 
Local Growth Fund, devolved to the local level through new Local Growth 
Deals. 
 
Funding will be allocated to Local Enterprise Partnerships (LEPs) on the basis 
of strategic multi-year plans for local growth. LEPs and their partners will be 
challenged by the Government to leverage private and local funding and 
commit to governance reform – those that offer the most will be more likely to 
benefit in terms of funding and flexibilities. The Single Growth Fund will be 
operational by April 2015 and further details will be set out in the 2015-16 
Spending Round.  
 
Federation response 
 
Lord Heseltine’s recommendations present opportunities to innovate and 
increase the number of homes built in some areas. However, there are risks 
that transferring all housing funding to a local level may actually reduce the 
overall housing supply at a national level.  
 
A thorough overview of what homes are needed around the country is crucial 
if funding is to be directed efficiently to communities with the greatest need. 
The Government must also ensure that any devolution of funding provides 
proper value for money and accountability to communities without adding 
more layers of bureaucracy.  We will press for greater clarity from the 
Government about the parameters of any proposals to devolve housing 
funding to a local level. 
 
Housing development quickly creates local jobs and supports small 
businesses, so it should be central to ambitions for driving local economic 
growth. Housing associations, with expertise in development, regeneration 
and community investment, can also help attract significant private investment 
to drive this growth. They should be involved in local discussions to ensure 
their communities benefit fully from these proposals. 
 
Federation contact: Catherine Ryder – catherine.ryder@housing.org.uk or 020 
7067 1096 

 

mailto:andrew.burke@housing.org.uk
mailto:catherine.ryder@housing.org.uk
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