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August 2017 

Briefing 

Supported and sheltered housing survey  

The impact of the Government’s proposed new funding model 
on housing associations 

 

This briefing summarises the key findings from the supported and sheltered housing 
member survey, conducted in May 2017.  

 

Key findings: 

 Almost 4 in 10 (39%) respondents said that they have postponed new developments, 
10% have cancelled new developments, 7% are planning to close existing schemes 
between now and 2019 and 1% said that they have decommissioned existing schemes.  

 The planned development output of supported, sheltered or extra care homes pre and 
post announcement of the new funding model has dropped from around 8,800 to 
1,350 homes, representing a decrease of 85%. 

 The two most important reasons for schemes still going ahead are the LHA rate being 
high enough to cover rents and service charges, and the fact that associations believe 
that local top-up funding will be available when the time comes.  

 The areas of certainty that are most needed are a higher cap than the LHA level to 
cover a greater proportion of rent and service charges, and a long-term commitment 
(set out in legislation) from the Government to maintaining any ring fence.  

 More than half of respondents also provide short-term/transitional services. These 
organisations have a slight preference for a funding mechanism where funding is 
delegated to local authorities (as opposed to tenants having to claim costs through 
the benefit system).  

 77% of respondents said that their organisation has performed an impact assessment 
on the potential impact of the Government’s proposed model. 
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1. Introduction 

During the Spending Review and Autumn Statement of 2015, the Chancellor announced the 
restriction of the level of Housing Benefit claimed by tenants in social housing to the Local 
Housing Allowance (LHA) rate, a cap that had not applied to social tenants previously. LHA 
rates already applied to tenants renting privately and are calculated on the basis of 
household size.  

In September 2016 the Government announced details of its proposed model for future 
funding, although implementation dates have shifted since the original announcement. For 
general needs housing, the LHA caps will apply from April 2019 to all tenants on Universal 
Credit, and to Housing Benefit tenants whose tenancies began or have been renewed since 
April 2016.i From 2019, it is proposed to apply the LHA cap to all claims in supported and 
sheltered housing with funding devolved to local authorities to provide top-up funding.  

Applying LHA rates to the social rented sector is likely to have most impact where social 
sector rents are closer to market levels. Particular concerns have been raised about the 
impact of the measure on supported housing providers.ii These providers are concerned that 
in some areas the LHA cap will create a gap between the cost at which they are providing 
services and the claimant’s entitlement to benefits to cover housing costs. Many housing 
associations are therefore concerned about the financial viability of their supported, 
sheltered and extra care schemes. As such, the LHA cap has implications for both existing 
schemes and future development programmes.  

To get a more comprehensive picture of the impact of the LHA cap on existing schemes and 
development programmes, we set out to gather evidence by surveying housing associations 
who provide these types of homes.  

 

2. Characteristics of responding associations 

A total of 69 housing associations from across England responded to the survey, including 
small, medium and large organisations. A third (33%) of responses came from associations 
with fewer than 1,000 homes, 29% from associations owning between 1,000 and 10,000 
homes and 38% from associations owning more than 10,000 homes. 
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Figure 1. Total number of homes owned by responding organisation 

 

On average, responding organisations own 110 supported schemes (equivalent to 865 
homes), 58 sheltered schemes (equivalent to 1,692 homes) and six extra care schemes 
(equivalent to 232 homes). There is, however, considerable variation, ranging from some 
providers with a few homes/schemes to some with a large number of these types of homes. 
Also, while there are more supported schemes on average, the number of supported homes 
provided within these schemes is small if compared to sheltered housing schemes, which 
are larger (i.e. have more homes on average).  

The housing stock of responding associations amounts to a total of 5,274 supported schemes 
(equivalent to 42,403 homes), 2,595 sheltered schemes (equivalent to 76,130 homes) and 212 
extra care schemes (equivalent to 8,591 homes). Hence, the total number of homes captured 
by the survey is 127,124, which represents almost a third (32%) of the total supported and 
sheltered housing stock in England (ca. 400,000 homes).  

Table 1. Number of supported, sheltered and extra care schemes/homes owned by 
responding organisations 

 

Average per 
organisation 

Sum across all 
organisations 

Supported schemes 110  5,274  

Sheltered schemes 58  2,595  

Extra care schemes 6  212  

Total 8,081 

Supported homes 865  42,403  

Sheltered homes 1,692  76,130  

Extra care homes 232  8,591  

Total 127,124 
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Figure 2. Number of supported, sheltered and extra care homes owned by responding 
organisations 

 

 

3. Planned construction before the Government’s proposed new funding 
model 

To get a thorough understanding of the impact of the new funding model, we asked about the 
development plans housing associations had before the new model was announced. Slightly 
less than a quarter (24%) said that they had not planned any new supported, sheltered or 
extra care homes. More than a third (35%) said that they were planning to develop up to 100 
homes, another 35% that they were planning to develop between 100 and 500 homes and 7% 
said that they were planning to develop more than 500 homes.  

Figure 3. Planned homes before proposed funding model 
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Comparing these figures with actual development plans (considering the impact of the new 
funding regime), we see that around two thirds (67%) have decreased their development plans.  
Another third of respondents (33%) said that their development programme has not changed 
significantly. 

Figure 4. Change between initial plan pre new funding model and current development plan 
up to 2020/21 

 

In numbers, the planned development output from the responding organisations stood at 
around 8,800 before the announcement was made. Post announcement, the total figure only 
amounts to around 1,350, which represents a decrease of 85%.  

Table 2. Planned supported, sheltered or extra care homes pre and post announcement of 
new funding model 

 

Average per 
organisation 

Sum across all 
organisations 

Planned homes before announcement of 
new funding model up to 2020/21 

161 8,833 

Current development plans up to 2020/21 
(post announcement) 

59 1,356 

   
Reduction (absolute) 

 
7,477 

Reduction (%) 
 

85% 

 

The cut in development programs has also emerged in the additional comments respondents 
were able to provide. As a large association operating in several regions in England put it:  

We have already cut our programme by circa 50% on the basis we anticipate real 
support being secured. If this is not forthcoming we are likely to reduce this further 
and potentially stop. 
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4. Impact of proposed funding model 

Almost 4 in 10 (39%) said they have postponed new developments, 10% have cancelled new 
developments, 7% are planning to close existing schemes between now and 2019 and 1% 
have decommissioned existing schemes. A third (33%) said the new funding model hasn’t 
changed their development programme.  

Figure 5. Impact of proposed funding model 

 

The associations who responded saying they are planning to close or decommission existing 
schemes have less than 2,000 supported, sheltered or extra care homes. None of the larger 
ones (with more than 2,000 homes in total) said that they were planning to do so. Conversely, 
there is a higher proportion of associations with a large number of supported, care or extra 
care homes that said the new funding model will impact on their development: two thirds 
(67%) of associations with more than 2,000 homes in total said that they would postpone new 
developments. This is mainly because the majority of developing associations are medium or 
large organisations. 
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Figure 6. Impact of proposed funding model by size of organisation 

 

4.1. Impact on existing schemes 
4.1.1. Existing schemes and homes to close  

Of the 7% (five housing associations) who said they are planning to close schemes/homes, 
the average number of supported schemes affected is 11 (equivalent to 23 homes), and the 
average number of sheltered schemes is two (equivalent to 50 homes). No organisations said 
they were planning to close extra care homes. This amounts to a total of 22 supported 
schemes (equivalent to 92 homes) and three sheltered schemes (equivalent to 50 homes) that 
will close. Hence, the total number of schemes scheduled to be closed captured in this 
survey amounts to 25 (equivalent to 132 homes). 

Table 3. Number of schemes/homes to close between now and April 2019 

 

Average per 
organisation 

Sum across all 
organisations 

Supported schemes 11 22 

Sheltered schemes 2 3 

Extra care schemes 0 0 

Total 25 

Supported homes 23 92 

Sheltered homes 50 50 

Extra care homes 0 0 

Total 132 

 

9% 9%
0%

46%
36%

17%

0%

17%

42% 42%

0% 0%

22%

67%

33%

0%

20%

40%

60%

80%

We are planning to
close existing

schemes between
now and April 2019

We have
decommissioned
existing schemes

We have cancelled
new developments

We have
postponed new
developments

Our development
programme hasn't

changed

How has the announcement about the Government's proposed funding 
model impacted on your existing and planned supported, sheltered or 

extra care housing schemes? (select all that apply)
- by total number of supported, sheltered or extra care units 

fewer than 1,000 1,000 to 2,000 more than 2,000



 

8 
 

Contact: Gerald Koessl  Lion Court 
Job title: Research Officer    25 Procter Street 
Email: Gerald.koessl@housing.org.uk    London WC1V 6NY 
Tel: 020 7067 1114    info@housing.org.uk 
    www.housing.org.uk 

 
The two main factors for planned closures are related to the uncertainty about the 
Government’s proposed funding model and the withdrawal of funding for support services. 
Three organisations also said the decision to close supported, sheltered or extra care homes 
is (to some extent/moderately) part of their asset management strategy, while two others 
said a lack of demand is moderately important in this decision.  

Figure 7. Factors for planned closures 

 

4.1.2. Existing schemes and homes to be decommissioned 

One housing association in the North of England said it was planning to decommission four 
existing supported schemes with 55 homes. The main reason for this is the withdrawal of 
funding for support services. Other (moderately important) reasons given were the 
uncertainty about the Government’s proposed funding model and a lack of demand. There 
was no further evidence of other associations currently being in the process of 
decommissioning services.  

Table 4. Schemes and homes to be decommissioned between now and April 2019 

 Total 

Supported schemes 4 

Sheltered schemes 0 

Extra care schemes 0 
  
Supported homes 55 

Sheltered homes 0 

Extra care homes 0 

 

 

 

Very 
important

Moderately 
important

Not 
important

Don't know

Uncertainty about the Government's 
proposed funding model

4 0 0 0

Withdrawal of funding for support 
services

3 0 1 0

It is part of our asset management 
strategy

0 3 0 1

A lack of demand 1 2 0 1



 

9 
 

Contact: Gerald Koessl  Lion Court 
Job title: Research Officer    25 Procter Street 
Email: Gerald.koessl@housing.org.uk    London WC1V 6NY 
Tel: 020 7067 1114    info@housing.org.uk 
    www.housing.org.uk 

 
Figure 8. Factors for decommissioning 

 

4.2. Impact of proposed funding model on development programmes: 
4.2.1. Cancellation of new developments 

10% of housing associations that responded said they have cancelled new developments. On 
average these cancellations amount to five supported schemes (equivalent to 55 homes), one 
sheltered scheme (equivalent to 90 homes) and two extra care schemes (equivalent to 124 
homes). This amounts to a total of ten cancelled supported schemes (equivalent to 219 
homes), one sheltered scheme (equivalent to 90 homes) and eight extra care schemes 
(equivalent to 494 homes). Hence, the total number of cancelled homes captured in this 
survey amounts to 19 schemes or 803 homes. 

Table 5. Number of schemes/homes to be cancelled 

 
Average per 
organisation 

Sum across all 
organisations 

Supported schemes 5 10 

Sheltered schemes 1 1 

Extra care schemes 2 8 

Total 19 

Supported homes 55 219 

Sheltered homes 90 90 

Extra care homes 124 494 

Total 803 

 

4.2.2. Postponement of new developments 

39% of respondents said they have postponed the development of new supported, sheltered 
or extra care housing homes. The average number of supported schemes to be postponed is  
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four (equivalent to 49 homes), the average number of sheltered schemes postponed is 0.4 
(equivalent to 22 homes) and the average number of extra care schemes postponed is one 
(equivalent to 97 homes). This amounts to a total of 50 postponed supported schemes 
(equivalent to 828 homes), four sheltered schemes (equivalent to 199 homes) and 17 extra 
care schemes (equivalent to 1,158 homes). Hence, the total number of postponed homes 
captured in this survey amounts to 71 schemes or 2,185 homes.  

Table 6. Number of schemes/homes to be postponed 
 

Average per 
organisation 

Sum across all 
organisations 

Supported schemes 4 50 
Sheltered schemes 0.4 4 
Extra care schemes 1 17 

Total 71 
Supported homes 49 828 
Sheltered homes 22 199 
Extra care homes 97 1,158 

Total 2,185 
 

Respondents made clear that the main reason for the postponement or cancellation of 
schemes is the uncertainty and funding gap created by the proposed LHA model. As a large 
association operating nationally put it:  

As they stand, the proposals to apply the Local Housing Allowance (LHA) cap to 
supported housing in 2019 will further disincentivise the development of new 
supported housing schemes and offers no commitment for housing associations 
to build supported housing into their development strategy as it is not a viable 
business model. 

A small organisation operating predominantly in London – where LHA rates are higher – also 
highlighted the importance of other funding sources, such as support funding:  
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With everything else – for example, the purchase of street properties, we are 
adopting a 'wait and see' approach. Locally, as LHA levels are relatively generous, 
it is cuts to support funding that are causing the greater concern. 

Others have pointed out the mismatch between actual need for supported or sheltered 
housing and the way in which LHA rates are set. As a large association working in the North 
West described it: 

Local provision should reflect demand/need so we have flexibility to allow 
fluctuations. At present the number of supported units reflects the 'artificial' caps 
placed on providers that Housing Benefit departments currently apply (to manage 
the budget). 

Another respondent from a medium-sized association operating in the South of England 
highlighted the far-reaching impact of the current funding proposal on the health and 
wellbeing of affected tenants:  

We have many older residents living in sheltered housing who will be adversely 
affected, impacting not only on their housing situation but on their health and 
wellbeing, which in turn will create pressure on the public purse. 

 

5. Reasons for schemes to be developed up to 2020/21 

As noted earlier, only a third of organisations said their development programme hadn’t 
changed. The two main reasons given why schemes are going ahead are because schemes 
are deemed viable due to the LHA rate being sufficiently high to cover rents and service 
charges (24%) and because respondents believe there will be sufficient local top-up funding 
available (18%). Of those saying schemes are going ahead, a third gave other reasons which 
include:  

 additional funding being available from the local authority 
 an increasing diversification of their business model, including the increased use of 

internal cross-subsidies created via market-sale homes 
 also, the possibility to convert some of the schemes or homes to General Needs.  

As a respondent from a small association operating in a coastal town put it:  

There is still too much uncertainty around the model, so we are unable to assess 
clearly what we expect to happen in the future. We are waiting for the Green  
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Paper. However, we do expect to focus more on developing general needs or 
other forms of housing in the future, over supported housing. 

Figure 10. Reasons for schemes going ahead 

 

An open-ended question explored the reasons for schemes/homes going ahead by asking 
respondents to state specific examples of such schemes. From these examples, a few 
common threads emerged. As already mentioned, support funding from a local council was a 
key component in the decision to go ahead with schemes, as a respondent from a large 
housing association from the North of England identified:  

We are proceeding with one extra care scheme on the basis that the council 
agreed to underwrite rent top-up due to future funding proposals or any other 
shortfall due to welfare benefit changes, and this was built into the development 
agreement and nominations agreement. We would have had to postpone if this 
commitment hadn't been given and incorporated into legal agreements. 

The responses to the open-ended question also provided evidence for the importance of 
other funding sources, including capital funding used to set up the schemes:  
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We are progressing a six-unit supported living scheme for people with learning 
disabilities and complex behavioural needs as part of the national Transforming 
Care agenda. This scheme is viable due to enhanced grant rates via capital from 
NHS England and agreement with local commissioners in relation to LHA top-up 
and covering of void costs. 

On the revenue side of funding, the local LHA rate is, unquestionably, one of the main 
determinants of whether a scheme may be viable or not. While in areas of high (private) 
rental prices schemes may continue to be viable, other areas with a lower differential 
between private and market rents are a lot more affected. A respondent working for a 
housing association operating in the South East illustrated this point: 

We are awaiting further announcements before proceeding but anticipate that 
LHA in [a local authority in the South East]1 will be sufficient to make some new 
development viable.  Support revenue, though, is likely to be cut and so the 
biggest cause of concern. 

Another respondent described how the geographical disparity of LHA rates has not only 
generated more uncertainty but has actually influenced the decision of a housing association 
as to where a new scheme will be built:  

We are seeking a relocation site to build a 70-unit extra care scheme. This is a 
one-off development for us. Some sites have already had to be ruled out as being 
unviable and we are seeking a site where the LHA rate is high enough to make the 
scheme viable. The current uncertainty is causing delay and difficulty in 
committing to a scheme as Trustees do not want to overcommit, nor do they want 
to be unambitious and then discover there was funding for more. We will build a 
scheme eventually, as we have to move, but we may have to make significant 
compromises. 

Another issue that was mentioned in relation to schemes that are going ahead is when 
housing associations have already (contractually) committed to providing supported, 
sheltered or extra care homes and are now being faced with an LHA rate that is very likely to 
lead to a financial shortfall in rental income. A respondent working for a large housing 
association in London and the South East explained:  

 

 

                                                            
1 The name of the local authority is not given here to guarantee confidentiality 
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We have two schemes on site at present that will generate significant shortfalls in 
rental income if the proposed LHA cap is introduced. We are in a contract with the 
build contractor which we are unable to terminate. We will need to complete 
construction despite knowing the potential huge rental income loss the finished 
scheme will generate. 

 

6. Certainty 

Respondents were asked to rank the areas of certainty in terms of how important they would 
be to ensure a continued delivery of supported and sheltered housing. Those that were 
considered the most important are: a higher LHA cap than currently envisaged, a long-term 
commitment by the Government to maintaining any ring fence, and an adequate funding for 
local authorities so they can fund existing schemes on day one. These three items rank well 
above the remaining ones, as listed below. 

Table 8. Areas of certainty wanted (ranked) 

Rank Area of certainty 

1 
A higher cap than the local housing allowance level that meets a greater 
proportion of the rent/service charge 

2 
A long-term commitment (set out in legislation) on the part of the Government to 
maintaining any ring fence 

3 
Adequate funding for local authorities so they can fund existing schemes on day 
one 

4 
A sheltered housing allowance that is higher than the LHA for older people in 
sheltered housing 

5 Statutory duties to protect vulnerable residents 

6 A national outcomes framework for the Government’s proposed system 

7 A test and learn pilot approach to the proposed new model 
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The importance of certainty around funding models was also emphasised in the additional 
comments provided. For example, one respondent from the North West highlighted the 
importance of certainty in addressing issues of vulnerability: 

In a sector where funding models come and go on a regular basis and permanence 
does not exist, it is now time to offer some stability as vulnerability levels in society 
will continually increase. This is the only certainty we have and we are woefully 
unprepared. 

Certainty was also mentioned in the context of how LHA rates are calculated: 

Key for us is certainty of funding and we believe that limiting the automatic 
funding of benefit payments based on the LHA is fundamentally flawed as the LHA 
bears no relation to how rents have been set within the sector over the last 
decade and more. 
 

7. Short-term/transitional services 

Given that there may be an alternative funding system for short-term and transitional 
services from the proposed LHA+local top-up model, the survey asked about the extent to 
which housing associations provide such services and what the preferred funding option 
would be. 

More than half (57%) of all respondents said their organisation provides short-term or 
transitional services, such as hostels, refuges or foyers, where residents are expected to 
move to alternative accommodation within a given time. 43% said they do not provide these 
services. 

Figure 11. Provision of short-term/transitional services 
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In terms of the preferences for potential funding mechanisms for short-term or transitional 
services, there was a slight preference for funding to be delegated to local authorities (as 
opposed to tenants having to claim costs through the benefit system). However, this option 
was only ranked slightly above the second one, where residents retain their entitlement to 
benefit up to LHA levels with an additional local pot to make up any difference between this 
and the rent and service charges.  

Table 9. Funding mechanisms for short-term/transitional schemes wanted (ranked) 

Rank Funding for short-term/transitional schemes 

1 
All funding for the housing costs for all short-term/transitional schemes 
coming from funding delegated to the local authority so tenants do not have 
to claim costs through the benefits system 

2 
Residents retaining their entitlement to benefit for housing costs up to LHA 
levels with the potential for the new local pot to make up any difference 
between this and the rent and service charge 

3 A national system of funding for short-term schemes 

 

 

i BRIEFING PAPER Number 07833, 20 December 2016 Local Housing Allowance and the social rented sector, 
House of Commons Library Briefing Paper.  
ii BRIEFING PAPER Number 07833, 20 December 2016 Local Housing Allowance and the social rented sector, 
House of Commons Library Briefing Paper. 

                                                            


