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Summary of key points: 

 

 We support the proposed shift to a metric-based approach to efficiency and away from the 

narrative self-assessment currently required 

 The proposed Value for Money Standard gives insufficient regard to the social purpose of 

associations, and its focus on financial returns is misplaced  

 The proposed metrics, which draw substantially on the Sector Scorecard, will not be 

administratively burdensome for associations that already routinely submit data to the HCA 

 Smaller associations, however, should have latitude to select their own metrics 

 



 
 
 
 
 
 

 

National Housing Federation 
Lion Court 
25 Procter Street 
London, WC1V 6NY 

Tel 020 7067 1010 
Fax 020 7067 1011 
info@housing.org.uk 
www.housing.org.uk 

  
 

 
Registered Office: Lion Court, 
25 Procter Street, London WC1V 6NY 
 

National Housing Federation Limited, 
trading as National Housing Federation 
A company with limited liability 

Registered in England No 302132 

1. Introduction 

This is the formal response of the National Housing Federation to the consultation by the Homes and 

Communities Agency regarding the proposed Value for Money Standard and accompanying Code.  

The National Housing Federation is the voice of housing associations in England and our members 

are united by a common purpose – to ensure everyone has access to a quality home that they can 

afford. It is central to this purpose that associations apply their resources so as to achieve maximum 

benefit.  

The HCA’s suggested metrics in connexion with the proposed Standard were issued in conjunction 

with the consultation, but were subject to an earlier deadline. For convenience, we have brought 

together in this document our main response to the HCA proposal, with our earlier comments on the 

metrics attached at the end. 

2. Summary 

In his foreword to the consultation paper, Julian Ashby, Chair of the HCA Regulation Committee, 

emphasizes the need for housing associations to make ‘the best use of every pound and every 

property’. The Federation agrees. But it is not the interest in the matter taken by the Government or 

the regulator that makes efficiency so important to associations; it is their commitment as public-

benefit organizations to use their resources as effectively as possibly to deliver their social purpose. 

That said, we welcome the shift away from the requirement for a narrative self-assessment in the 

current Value for Money Standard, and we agree with an approach based on metrics, particularly 

since the HCA has drawn extensively on the ‘Sector Scorecard’ developed by a group of associations 

and widely adopted within the sector. A very positive feature is the reliance on data that associations 

with over 1000 units are already required to submit routinely to the HCA. This will minimize the 

administrative burden for these associations. The same logic does not apply, however, to smaller 

associations because they are not currently required to submit data in the form specified by the 

proposed metrics; we propose, therefore, that they should be given latitude to devise their own 

measures of efficiency.  

While we agree that associations should strive to achieve optimal benefit, we do not agree with the 

proposed Standard’s focus on maximizing financial return. Associations clearly need to manage their 

affairs so as to remain financially viable, but it is the delivery of their social aims, not the maximization 

of financial returns, that is the ultimate purpose of their existence. 
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3. Main text 

 

Value for Money: Relationship with social purpose 

One of our main concerns with the HCA consultation paper is the half-hearted and belated nature of 

its acknowledgment of social purpose as the driver for housing associations. It is not until we reach 

paragraph 12 of the Code that we find a clear acknowledgment that providers ‘will generally receive a 

lower-than-market return on social housing assets as renting properties below the market rate is an 

integral part of their social business’. Quite so: but this appears only after several references, in the 

Standard itself as well as in the Code, to the HCA’s apparent expectation that providers should seek 

to maximize the financial return from their assets.  

The clear implication of the Standard and Code, if taken literally, would be that the principal driver for 

providers should be the maximum financial return, constrained only by the consideration that they 

must remain consistent with their wider social purpose. 

If this implication were pressed, it would mean that every provider should endeavour to deliver its 

social purpose in a manner that generated the best possible outcome measured in financial terms. 

This would mean that every provider would look for ways of meeting housing need that kept costs and 

risks as low as possible and generated as much income as is consistent with social purpose. Such an 

approach would imply a priority for meeting housing need through initiatives based on full or part 

ownership or on rents as near to market levels as is consistent with social purpose; and the eschewal 

of activities designed to provide housing at rents very far below market levels, or to meet the 

particular needs of poorer, more marginal or more challenging client groups where the risks, and often 

the costs, are higher; and the returns relatively poor. 

While we agree, of course, about the importance of financial considerations for associations, we 

believe that the HCA’s emphasis should be reversed. Instead of referring to maximizing financial 

returns subject to the need to conform to social purpose, the HCA should expect providers to deliver 

their social purpose, subject of course to ensuring that they remain financially viable. This should be 

stated as prominently as possible, right at the outset of the Standard. And while we agree that 

providers should use their resources so as to optimize benefit, it should be made clear that the word 

‘benefit’ is not to be understood purely, or even primarily, in a financial sense. Any reference to 

maximizing financial return should be explicitly limited to cases where the provider is acting in 

pursuance of its investment power rather than in furtherance of its social purpose. 

In saying this, we are not arguing that providers should maximize social benefit to the exclusion of 

financial considerations (subject only to remaining solvent). Our position is that it is for each provider’s 

board to determine its business strategy and that, in doing so, it will properly have regard to both 

social purpose and financial considerations, and the potential tension between them. It is for the 

Board to strike this balance in a manner that ensures both that the organization remains financially 

viable and that its social purpose is being achieved. But it is always the social purpose that represents 

the underlying raison d’être of any housing association.  

We stress that in making these comments we have focused on housing associations, which account 

for the overwhelming majority of providers to which the proposed Standard will apply. For-profit 

providers, for whom we hold no brief, will have their own business priorities and different 
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considerations may apply. However, they represent only a tiny proportion of non-profit providers and if 

their position needs to be recognized in the Standard and Code, this can be done on an exceptions 

basis. 

Metric-based regime 

In terms of the process required by the Value for Money Standard, the HCA proposes a major shift 

away from the approach taken in recent years, which has relied largely on each provider’s narrative 

‘self-assessment’. Instead, the HCA proposes a metric-based regime that draws heavily on the 

‘Sector Scorecard’ that has been developed by a number of leading associations. Associations will be 

required to incorporate in their annual accounts a report against the metrics required by HCA as well 

as any further targets that the association has set for itself. This report must also set out the 

association’s plan for dealing with any areas of underperformance. 

The HCA included in its consultation seven proposed metrics, covering the following areas: 

 Reinvestment 

 New supply delivered 

 Gearing 

 Interest cover 

 Social housing cost per unit 

 Operating margin 

 Return on capital 
 

The proposed metrics were subject to an earlier response deadline of 25 November, as opposed to 

the deadline of 20 December for the consultation overall. We therefore commented on them 

separately, and for convenience a copy is attached as an appendix to this response. 

Notwithstanding concerns on points of detail, the Federation broadly supports the change to a metric-

based approach. We also welcome the fact that the HCA has drawn so extensively on the Sector 

Scorecard.  

Annual accounts 

We agree that associations’ performance reporting and improvement plans should be included in the 

annual accounts. This will help ensure transparency because interested parties will know where this 

information is to be found; in addition, the audit process will provide further assurance that the details 

are accurate. However, we anticipate that many associations may wish to assemble and publish 

much more information about performance than is necessary to comply with the requirements of the 

Standard. We think the HCA should be clear that, so long as the requirements of the Standard are 

met by material included in the accounts, associations should be free to publish additional material in 

whatever format, and at whatever time, they see fit. A requirement to include all performance-related 

material in the accounts would impose unhelpful constraints regarding timing, format, and audit; it 

would also potentially unbalance the accounts so that the essential financial and other information 

that should be the main focus of the published accounts is overwhelmed by the weight of 

performance-related material.  
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Impact on smaller associations 

It is, of course, highly desirable to avoid imposing new administrative burdens on associations. 

Therefore we regard it as a very positive feature of the proposed metrics that they make of data that 

are already routinely generated by providers in the course of their activities. However, this raises a 

specific concern about providers with fewer than 1000 units. 

Despite their large numbers, smaller providers account cumulatively for less than 5% of the total stock 

held by housing associations. Their position is already recognized by the regulatory regime: in 

particular, they are not required routinely to submit extensive data to the HCA. This is an important 

feature of the current regime; it represents proportionate regulation and allows the HCA to 

concentrate its attention where it is most needed.  

We suggest that a similar approach should inform the new VfM Standard. It would represent a 

substantial burden for a smaller organization, not currently subject to data submission requirements, 

to be obliged to generate and submit the detailed data in the form specified by the proposed 

Standard. The requirement for the data to be included in the accounts means that significant audit 

fees would also be involved. In addition, it may prove to be a demanding task for the HCA to chase 

detailed information from large numbers of small organizations not currently required to submit data; 

this seems disproportionate given that less than 5% of the sector (by stock) is involved. We therefore 

suggest that providers with fewer than 1000 units should be excluded from the general requirement to 

prepare performance data using the metrics laid down by HCA. 

This does not mean that we think that smaller providers need not be concerned about efficiency; on 

the contrary, with their necessarily limited resources it must be a very high priority for them. But 

because of their small size, limited resources, and exemption from most existing data submission 

requirements, as well as the fact that many of them are of a distinctive or specialized character that 

may mean that the normal metrics are less suitable, we suggest that associations with fewer than 

1000 units should be allowed to report against their own choice of metrics. 

 

4. Federation's views  

 

We have set out our overall response to the proposals in the previous section. 

However, our response to the specific questions is as follows. 

1 – Do you agree with the objectives for the proposed Value for Money Standard? 

We certainly agree that it is incumbent on housing associations, as non-profit public-benefit bodies, to 

ensure that they apply their resources as effectively as possible to deliver their organizational 

purpose. Regarding the proposed Standard itself, it is part of the HCA’s approach to regulating value 

for money, through which (as stated in paragraph 2.5) the HCA seeks ‘to gain a comprehensive 

understanding of private registered providers’ delivery of value for money’. We suggest that only the 

HCA is in a position to decide whether its understanding has been thus enhanced.   
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2 – Do you agree that the focus on boards ensuring that delivering value for money is an integral part 

of running their business would support a more strategic outcome-focused approach? 

We agree with the move to a more outcome-focused approach, drawing on the sector-led work in this 

area (the ‘Sector Scorecard’). 

3 – Do you agree that registered providers should seek to maximize the financial return from their 

resources and assets insofar as that is consistent with the achievement of the organization’s wider 

organizational purposes? 

Had this question referred to ‘optimizing benefits’ from providers’ resources, we should have agreed 

whole-heartedly. But we cannot accept that associations should be driven primarily by a quest for the 

best financial return, constrained only by the need to deliver a sufficient degree of social purpose to 

comply with the organization’s constitutional aims. Nor do we think that the HCA would wish to press 

the view that associations’ operations should be driven in this way, which would be alien to their 

history and culture and would call into question many types of provision that are fundamental to the 

sector. We suggest that references to ‘maximizing financial return’ should be confined to cases where 

an association is exercising its investment function; in other respects, the focus should be on applying 

resources to ‘optimize benefit’, on the clear understanding that the ‘benefit’ in question is not 

necessarily a financial one. It is for boards to decide how best to strike the balance between ensuring 

the organization’s financial viability (without which it will cease to exist) and delivering its social 

purpose (without which it has no reason to exist).  

NOTE: We have answered this question specifically as it applies to housing associations as non-profit 

bodies. We acknowledge that different considerations may apply to for-profit providers, but point out 

that they are only a very small part of the sector.   

4 – Do you agree that boards should consider the full range of operational and strategic issues in 

delivering value for money? 

We should prefer to say that boards should consider the full range of strategic issues but we expect 

that operational issues may well be handled by the management team or by other employees, at an 

appropriate level depending on the nature of the matter in question and its importance to the 

organization. There should, however, be clear lines of accountability leading ultimately to the board, 

which must always have full responsibility for the organization as a whole.  

5 – Do you think the Code helps registered providers understand how compliance with the 

requirement to ‘undertake a rigorous appraisal of potential options for improving performance’ could 

be achieved? 

Our concerns about the Code relate not so much to the content of the document itself as to the risks 

that are unavoidable when the HCA strays from its proper role of regulation into the field of guidance. 

However well-intentioned this may be, and notwithstanding any protestations to the contrary, we know 

from long experience that ‘guidance’, when issued by the regulator, will quickly come to be regarded, 

both by the sector and by front-line regulatory staff, as indistinguishable from regulation. The 

existence of a Code inhibits non-regulatory bodies from developing guidance and advice, and will 

stunt the development of good practice within the sector. 
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6 – Do you agree with the move away from wide-ranging narrative self-assessments in the current 

Standard towards a specific metrics- and targets-based approach? 

Yes. We regard this as a positive move. We welcome the demise of the narrative self-assessment, 

which clearly failed to meet the HCA’s expectations of it and was regarded as unnecessary and 

burdensome by many associations. 

7 – Do you agree that a targets-based approach in measuring performance will help to deliver value 

for money? 

Achieving value for money is a priority for associations regardless of the approach taken by HCA. 

However, we agree that the metrics-based approach promotes clarity and, for associations that are 

already required to submit performance data routinely to HCA, will reduce the administrative burden. 

However, providers with fewer than 1000 units are not subject to the normal requirement to submit 

data and it will be a significant additional task for them to generate information in the form required by 

the proposed metrics. We therefore argue that these smaller providers (many of them very small 

indeed) should be permitted to devise their own approach to ensuring that they operate efficiently.  

8 – Do you agree that the requirement to report on value for money in the accounts would increase 

board focus on value for money as well as drive transparency, consistency and comparability for 

stakeholders? 

We can see the merit of placing the report on value for money in the accounts because the audit 

process will provide a check on its accuracy, and so that all interested parties will know where the 

report may be found. However, it is likely that many organizations may wish to publish information 

about performance that goes well beyond the requirements of the Standard, and there should be no 

expectation that this further information will necessarily be placed in the accounts. 

9 – Do you think the proposed Code achieves its aim of amplifying the requirements in the Standard, 

helping registered providers understand how the requirements in the Standard could be met? 

For reasons stated in the previous section and in our answer to question 5, we do not think the HCA, 

as a regulatory body, is the right organization to issue an advisory document such as the Code. 

10 – Do you have any comments on our business engagement assessment including in relation to 

equality and diversity? 

We have no comments. 

 

5. Conclusion 

 

We are in complete agreement with the HCA about the importance of applying the resources 

available to housing associations as efficiently and effectively as possible. We also agree that this is 

first and foremost the responsibility of boards. We are also pleased that the HCA proposes to move 

away from the current unhelpful narrative-based approach in favour of a metric-based system that 

draws on the ‘Sector Scorecard’, which was developed by a group of associations and has been 

widely adopted. We think, however, that the proposed Standard gives insufficient recognition to social 
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purpose as the fundamental reason for associations’ activities – indeed, for their very existence – and 

we think the current emphasis on maximizing financial returns is misplaced. Its implications, if it were 

taken literally, would lead to outcomes that would be markedly at variance from this traditions and 

practices of the sector. Nor, we feel sure, is this what the HCA would want or expect. We therefore 

recommend a shift in emphasis to make it clear that the ‘benefit’ that associations seek to achieve is 

not necessarily financial, and that it is for boards to balance their business strategy so as both to 

maintain financial viability and deliver social purpose. 

 

 

John Bryant 

Policy Leader 

National Housing Federation 

john.bryant@housing.org.uk 
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Submission: 

Value for Money Metrics - Technical Note 

National Housing Federation Response 

22 November 2017 

Summary of key points: 

The metrics proposed in the technical note are broadly comparable to the 

Sector Scorecard, which was developed by the sector for the sector. As far as 

possible we would seek to emphasise the need for: 

 Consistency of definition 

 Recognition of organisational diversity and varied strategic objectives 

 A broad and holistic understanding of economy, efficiency and effectiveness 
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1. Introduction 

The National Housing Federation is the voice of housing associations in England and our members 

are united by a common purpose – to ensure everyone has access to a quality home that they can 

afford. We will be responding to the formal Value for Money Standard consultation in detail, therefore 

this submission focuses specifically on the metrics proposed in the technical note.  

We are keen to emphasise that we are strong supporters of the Sector Scorecard initiative – a suite of 

15 performance metrics developed by a diverse range of housing associations and adopted by the 

vast majority of the housing association sector. Our submission is therefore informed by the feedback 

and views of the organisations who developed and participated in the Sector Scorecard pilot earlier 

this year. 

2. Summary 

We believe the principles adopted by the regulator in selecting the range of metrics are the right ones. 

Utilising existing regulatory data has the benefit of minimising the reporting burden placed on housing 

associations and provides a high level of assurance regarding the quality and accuracy of the data 

itself.  

We note the current limitations placed on the regulator, particularly regarding consumer regulation, 

and can see that the metrics proposed reflect this. We know that the quality of homes and services 

provided to tenants and customers is a strategic priority for our members and as such is 

communicated to key stakeholders in a way which is appropriate and relevant to individual 

organisations. Over the coming months we will be working with members, tenants and other 

stakeholders to further understand the experience of those who live in social housing, and it may be 

that this work informs future developments in performance reporting.  

Of the proposed value for money metrics, five are consistent with Sector Scorecard measures and 

definitions:  

 Gearing 

 EBITDA MRI interest cover 

 Headline cost per unit 

 Operating margin 

 Return on capital employed 

The new supply metric definition differs from the Sector Scorecard equivalent measure, which is 

consistent with that used by the Federation in our quarterly supply survey, and we have commented 

further on this below.  The reinvestment metric is not included in the Sector Scorecard, although going 

forward it may be that the “Investment in new supply” measure is aligned with this definition. 

3. Feedback on the metrics 

3.1 Metric 1 – Reinvestment % 

This is a relevant and appropriate metric as it captures housing associations’ investment in their 

existing stock as well as new supply. While recent political and public interest has focused on the 

sector’s contribution to new supply, which is undoubtedly a strategic priority for many organisations, a 
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fundamental responsibility of all housing associations is also to invest in and maintain their existing 

stock. 

We are supportive of the proposed definition and understand that the Sector Scorecard Advisory 

Group will consider whether the current “investment in new supply” measure in the Sector Scorecard 

should be adapted to align with this definition. 

3.2 Metric 2 – New supply delivered %  

Given the scale of the housing crisis we face, and the sector’s ambition to increase development 

activity in order to make a significant contribution to resolving it, this metric is crucial. Historically 

supply data collected by the regulator and government has failed to capture the full extent of housing 

association’s contribution to new supply. For this reason the Federation launched its own supply 

survey in 2016, with the aim of capturing total housing association output. Our supply survey reports 

have become an established and trusted source of housing association development data.  

The National Housing Federation supply survey is carried out quarterly and includes all new homes 

developed by housing associations, including new properties completed under section 106 

agreements and acquired and owned by housing associations. Importantly, our survey also 

recognises the increasing use of joint ventures to deliver new homes by including homes developed 

and sold by joint ventures involving housing associations.  

When deciding on a definition for this metric it is important for the regulator to be clear about what it is 

intending to measure. We recognise the important inclusion of non-social housing units as this is a 

growing area of activity for some housing associations and clearly contributes to the nation’s overall 

housing supply. The question of whether to include units acquired or not will depend on whether this 

measure just seeks to understand the sector’s delivery of new homes, or whether it is also valuable to 

include existing homes that have been acquired and brought into the sector.  

The current use of ‘social units under management’ and ‘non-social units under management’ as 

denominators for the two value for money sub-metrics means that these will not align with our supply 

survey nor the overall new supply Sector Scorecard measure, even if the definitions are aligned. If 

‘total units under management’ was used as the denominator for both metrics, these could be 

summed to equal an overall new supply measure. 

As referenced above, our preference is for consistency. Ideally we would hope for the definition used 

to be consistent with our supply survey and the Sector Scorecard. Not only would this reduce the 

reporting burden placed on housing associations, it would also make it easier for the sector to 

communicate a clear and compelling narrative about its contribution to new housing supply.  

To that end we would propose the following changes: 

 Only include units developed, rather than developed and acquired 

 Include units developed by joint ventures involving housing associations 

 Use total units under management as the denominator for both the social and non-social 

metrics 

If the regulator adopted this approach we note that the resources expended on acquiring units would 

still be captured by the suite of metrics through the reinvestment % measure.  
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3.3 Metric 3 – Gearing  

Gearing is an important metric to include as it can provide insight into the extent to which an 

organisation is leveraging its existing assets in order to invest in new and existing stock. However, in 

our experience there are myriad ways of calculating gearing, none of which are objectively ‘right’ or 

‘wrong.’ This is becoming particularly challenging as group structures and treasury vehicles become 

more complex and the risk of a rigid definition generating unexpected or inconsistent results 

increases.  

We understand that feedback received during the Sector Scorecard pilot identified the use of gross 

debt rather than net debt, and only including housing properties in the denominator, as possible 

issues with the existing definition. However, participating organisations were not consistent in 

proposing alternative definitions.  

For this metric to be useful as a tool for comparison, and to be accepted and valued by the sector and 

its stakeholders, we would suggest the regulator undertakes further specific consultation with housing 

associations (particularly those with group structures and standalone treasury vehicles) and relevant 

stakeholders (auditors and treasury advisors for example). The ambition must be to agree a definition 

which is relevant and can be consistently applied. 

3.4 Metric 4 – EBIDTA MRI Interest Cover %    

This is a relevant and appropriate measure and we are supportive of the proposed definition. 

3.5 Metric 5 – Headline social housing cost per unit 

This is an established metric following the regulator’s 2016 cost per unit analysis, and is consistent 

with the approach taken by the Sector Scorecard. We recognise that a robust understanding of cost is 

an important element of an effective value for money strategy.  

The findings of the regulator’s 2016 analysis, particularly the impact that supported and sheltered 

housing can have on cost per unit, is important contextual information for this metric. Housing 

associations with significant supported and sheltered portfolios should not be unfairly disadvantaged 

or criticised for having higher costs linked to higher/different service provision.  

3.6 Metric 6 – Operating Margin % 

This is a relevant and appropriate measure and we are supportive of the proposed definition. 

3.7 Metric 7 – Return on capital employed (ROCE) 

This is a relevant and appropriate measure and we are supportive of the proposed definition. 

4. Conclusion 

We welcome the opportunity to respond to value for money metrics proposed, and in particular, are 

pleased to see that the regulator has chosen to adopt a number of the measures included in the 

Sector Scorecard. We believe overall that the metrics proposed are relevant and appropriate and 



 

Page 13 

would reiterate our focus on consistency, organisational diversity and the need for a holistic 

understanding of performance.  

We will be providing a more detailed response to the consultation on the new Value for Money 

Standard. 

 

Nick Yandle 

Policy Leader 

Nick.Yandle@housing.org.uk  
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