	
	ITEM NO.


REPORT OF THE HEAD OF HOUSING SERVICES

To the Lead Member for Housing Services

On:
13th January 2005

TITLE:  Regional Housing Allocations  - Government Consultation Paper

RECOMMENDATIONS:

Members are asked to support the proposed responses to ODPM detailed in   this report, and to forward the report to the North West Housing Forum for information.

EXECUTIVE SUMMARY:

This report outlines a government consultation paper on the allocation of Housing Investment resources to the regions for 2006/7 and 2007/8. It summarises the main questions raised in the consultation paper and suggests responses to be made to the Office of the Deputy Prime Minister both directly and via the North West Regional Housing Forum. Prices for the North West Region will be static from 2005/6 for the next three years at £250 million per annum, whereas with the exception of the North East,  which also had nil growth, all other regions will see growth between 7 and 52%.


BACKGROUND DOCUMENTS:

Government Consultation Paper on Housing Investment in the Regions :
www.odpm.gov.uk/stellent/groups/odpm_housing/documents/page/odpm_house_033291.hcsp

ASSESSMENT OF RISK:


Medium – because of the high levels of deprivation in the City it is likely that allocations to Salford will be favourable however there is a medium risk that resources may be curtailed to meet objectives elsewhere in the country

THE SOURCE OF FUNDING IS:


Single Capital Pot – Housing

Approved Development Programme

LEGAL ADVICE OBTAINED:


Not applicable in this case

FINANCIAL ADVICE OBTAINED:


Nigel Dickens/John Spink

CONTACT OFFICER:


Bob Osborne – 922 8700

WARD(S) TO WHICH REPORT RELATES:


All

KEY COUNCIL POLICIES:


Housing

LINKS TO PARTNERS IN SALFORD THEMES:

A city that’s good to live in


LINKS TO CABINET PRIORITIES AND PLEDGES:

Investment in Housing


LINKS TO HOUSING STRATEGY PRIORITIES:

Decent Homes

Private Sector Renewal

Housing Regeneration


LINKS TO PERFORMANCE:

Decent Homes Floor Targets

BVPIs for Private Sector Housing Renewal/Empty Homes


EQUALITY IMPACT ASSESSMENT:

To be carried out once allocations are known


DETAILS:


1. Introduction

1.1. The Office of the Deputy Prime Minister published a consultation paper on Housing Investment in the Regions on 6th December 2004. The paper puts forward proposals for determining the split of regional housing pot resources between the English Regions for 2006/7 and 2007/8 and invites views on these proposals by 4th February 2005.

1.2. The North West Housing Forum will be responding this document and the Head of Housing, as has the opportunity to submit issues for discussion at its next executive meeting on January 27th 2005. It is also recommended that the City Council responds directly to ODPM on these proposals.

1.3. It is the government’s intention to announce Regional Housing Allocations in February in order to give the regions enough time to produce housing strategies by the end of May. 

1.4. It is proposed that prices for the North West Region will be static from 2005/6 for the next three years at £250 million per annum, whereas with the exception of the North East which also has nil growth , all other regions will see growth between 7 and 52%.

2. Summary of Government Proposals

2.1. The Sustainable Communities Plan introduced new arrangements for the allocation of mainstream funding to support housing investment by local authorities and housing associations. Under the new arrangements allocations are increasingly being directed to address strategic regional priorities based on advice from Regional Housing Boards.

2.2. The proposals set out, and seek views, on proposals how the total funds agreed in the 2004 Spending Review (£2.6 and £2.9 billion respectively) should be divided between the regions.

2.3. It is proposed that

2.3.1. Regional Totals should be determined on a formula basis using an index of housing need;

2.3.2. A new single index should be established reflecting the Governments housing objectives and associated Public Service Agreement Targets

2.4. The key proposals on the index on which views are sought are:

2.4.1. the inclusion of a measure linked to areas where the ratio of house prices to earnings  is highest

2.4.2. the inclusion of a measure reflecting the increased level of affordable housing to be provided in designated growth areas

2.4.3. using the actual funding amounts for supporting provision of decent council  housing agreed in Options Appraisals; the regional shares in the current index are based on notional figures which reflect average renovations for different dwelling types

2.4.4. amending the basis of the measure on private sector stock condition to be based on the decent homes definition rather than the previous poor condition basis

2.4.5. the inclusion of a measure reflecting the commitments for public funding for bringing eligible housing association dwellings up to the decent standard

2.4.6. delivering the targeting of some of the resources to areas with high levels of multiple deprivation through a specific element of the index; the current arrangements, which involve a complex adjustment to the whole index are opaque and poorly understood.

3. Proposed responses to consultation questions

3.1. Is the formulaic approach still the best? Is the principle of using a simple index linked to housing objectives/targets accepted? – Pending the completion of the Manchester/Salford Housing Market Renewal “Research, Foresight and Intelligence” work, and within the context of that work commission, a formulaic approach built around agreed national targets, but allowing for regional variations, would appear to be the most equitable approach. Any formula must allow for continuity of investment to facilitate value for money procurement.
3.2. Are the measures proposed to determine the need for additional affordable housing acceptable?

3.2.1. Numbers of households in temporary accommodation? We are pleased to note that the department has recognised the perverse policy incentives in this work area. Whilst in principle this would appear to a fair reflection of the number of households in housing need there is not always a direct link between homelessness and the ability to pay. Homelessness is a complex matter and the causes of homelessness, and the use of temporary accommodation, are not always about access to affordable housing. For example Domestic Violence and Anti-Social Behaviour are two key drivers which are not necessarily about disposable income. We would want to be satisfied that the effect of the Homelessness Act and its operation was being fully taken into account in using this factor in the formula. We would want to be satisfied that the use of this indicator was suitably adjusted to reflect the local housing market, social factors etc. 
3.2.2. Overcrowded Households? There is a problem caused by the way waiting list data is collected and held. If your housing supply is so poor that there is no incentive to go on a waiting list then there is a good chance families/persons living in overcrowded conditions would not bother to register at all. There is a good chance that in some circumstances that this factor could be ineffectively recorded. It may be sensible to use a combination of Census Data, Council Tax Data, Electoral Registration Data, and local waiting list information to properly assess the true nature of overcrowding.
3.2.3. Ratio of lower quartile house prices to lower quartile earnings? We are extremely concerned that because of the volatile nature of the housing market that this indicator will skew results. Key factors to take into consideration are:
3.2.3.1. In areas of low demand local authorities and pathfinders are acquiring dwellings at relatively low prices because of the nature of the market, or as part of clearance and regeneration work. In Land Registry terms these are normal transactions. In local housing supply terms these dwellings will no longer be in the supply chain and should not be accounted for as a source of affordable housing as the properties are, in most instances, obsolescent.
3.2.3.2. In areas of significant growth – e.g. conurbation cores – where the current Planning system allows the construction of dwellings led by the market, it may be that there is relatively significant transaction/sales activity but this could either be through the “Buy to Let” market, or, will be of dwelling types (mostly apartments) which are not fit for the purpose of reducing housing need for affordable homes. A more robust analysis of the complex dynamics of a market led supply side which, due to the current operation of development control (prior to the introduction of LDFs)  is the antithesis of the need for affordable family housing, and the measurement of those house sales as mere averages, is vital if we are to understand the true relationship between price and the ability to pay. Once LDFs and regeneration frameworks are fully incorporated into local Planning Policy then this matter should resolve itself, however until this occurs we would hope that this is accounted for.
3.2.3.3. The implication that prices are low in some regions and therefore there is sufficient supply of homes masks the volatile nature of housing markets locally. For example the disparity in prices within 1,000s of yards in Salford is significant. Whether this can be properly analysed and used as a true measure of need is dubious.
3.2.4. The expected increase in development rates in Growth Areas? No comment. 

3.3. Are the proposed measures on decent homes acceptable? For Council Homes we support the intention to utilise “actual” rather than “notional” decent homes figures. However we would point out that is might be the intention following Stock Options Appraisal  to “take out” certain dwellings (with ODPM approval) from the Decent Homes figures in order to facilitate “step-change” regeneration in certain areas (specifically Market Renewal Pathfinders), and therefore it will be important to recognise that this is not just about crude numbers. A vast majority of Salford tenants, canvassed as part of our Stock Options work, have indicated that the Decent Homes Standard falls short of their expectations of a quality home. Specifically they have pinpointed environmental factors outside of dwellings as a major issue. 
We welcome the intention to measure the need for investment in Private Sector homes but we would point out:
3.3.1. EHCS needs to reflect the new Housing Health and Safety Rating system with all of the implications that has for the provision of housing, including the needs of an older/ageing population.
3.3.2. Because Private Sector Housing in the most part was not built en masse, or to systems designs, there is a generally a higher cost associated with the singular nature of dwellings.
3.4. The proposed approach to targeting of resources to deprived areas? With significant numbers of our Super Output Areas having the highest levels of deprivation we fully support this approach.
3.5. The use of Tender Price Index for Social Housing on which to base cost compensation factors? We support this approach but would caution that some analysis might be needed to reflect significant Egan compliant procurement.
3.6. The proposed approach to combining the various measures? The relative amounts against each of the investment areas will need to reflect the volatile nature of tenure. Given, for example, we are currently disposing of over 75 council owned houses for month under Right to Buy there is significant shift in investment needs from Council Housing to Private Sector Housing. Noting that many RTB purchasers are more likely to be vulnerable/low income it is likely that within a very short time period the relative tenure balance could shift considerably – e.g. in Salford’s case at current RTB rates 3% of the Council Stock per annum will move into the Private Sector.
3.7. Regional Allocations? We are extremely disappointed to see that the North of England does not receive any growth in investment in these plans. We recognise that there are other funding streams that are available but we also point out that those funding streams are specifically conditional on key output/outcome performance and are allocated under a significantly different regime – including close scrutiny by the Audit Commission. Given the following factors :
3.7.1. the need to promote Regional Economic Competitiveness – investment in housing will create jobs, attract new population etc;
3.7.2. the clear indication that HMR pathfinder resources should not be used on meeting Decent Homes;
3.7.3. Pathfinder areas are by their very nature spatially specific e.g. 12 of Salford’s 20 wards are not in the Manchester/Salford pathfinder area. Many of those wards suffer serious deprivation but are not subject to the additional funding streams;  
3.7.4. Inflation and the market stimulation/price increases emerging from Pathfinder Status;
3.7.5. significant issues associated with floor targets around health and education – investment in housing could actually help assist meeting these floor targets.
we are extremely concerned that the index is failing to recognise the need to “Invest to Save” in the regions housing stock and allowing for, or promoting growth, through increased mainstream investment. 
4. Additional comments beyond the specific questions in the consultation paper

4.1. It would be preferable if the proposals considered investment from a tenure blind perspective. Given the fluid nature of housing tenure caused by the Right to Buy, and the Buy to Let market. it would be more effective if resources were allocated on the basis of stock size overall and lack of “fit for purpose” supply, rather than in the traditional tenure silos. For example it may be that a local area with a high supply of the wrong housing type was penalised. Local Authorities that have analysed and understand their housing markets will have detailed data to support the case for investment. This should be recognised and rewarded.

4.2. Recognition of the combined affect of the Homelessness Act and the Right to Buy in compounding a lack of affordable supply with increasing numbers of homeless people needs to be accounted for. The peception that areas with low demand can passport vulnerable families into empty housing stock needs to be challenged. This stock is no longer “fit for purpose”, is in areas of multiple deprivation and is not fit for the purpose of placing vulnerable households. Indeed it is contrary to the spirit of the Homelessness Act to do so, as the Act seeks to maintain sustainable homes for all vulnerable people. Low demand stock facing regeneration is not sustainable and should be accounted for as supply. High value, or market rate, stock which has been constructed and is empty should also not be considered to be supply as it is both unaffordable and inaccessible for most families.

4.3. A link needs to be made between Supporting People Strategies and capital investment. The changing demography of the country, the polarisation of age, poor health and disadvantage in our inner cities, all leads to concentrations of disadvantage that need specific housing investment solutions. The desire from the Health Community that more current hospital patients live and are cared for at home needs to be factored into any index. Specifically, investment in homes for people with disabilities needs to be properly enumerated and considered as part of the index.

4.4. Cultural and Faith issues need to be considered. Housing investment needs to follow shifting patterns of communities formed around culture and faith. The specific needs of faith communities in respect of family formation and religious practices must be a factor.

5. Conclusions and Recommendations

5.1. In most part the proposal to create a sophisticated modern index to allocate Housing resources to the regions should be supported. However the devil is in the detail and the proposals, in some areas, need to be refined to reflect the drivers and perverse incentives created  by the particular nature of current policy – most specifically the Homelessness  and  Right to Buy Legislation.

5.2. It is of particular concern that growth in Investment appears to be concentrated outside of the North West and North East and this appears to be contradictory to the proposals contained within the Northern Way. Whilst it is recognised that parallel funding streams available these are no allocated “as of right” but as part of a complex, and significantly audited, negotiating process.

5.3. Members are asked to support the proposed responses in paragraphs 3 and 4 in this report.

Bob Osborne

Head of Housing

December 2004  

