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introduction

The economic downturn and the
credit crunch has meant a collapse
in house prices and lending, a severe
drop in housing building, and an
estimated 450,000 job losses in the
construction industry between 2008
and 2010. Private supply of affordable
housing has been the worst hit, as the
delivery models used in up-market
conditions have ceased to provide
the numbers of affordable housing
needed. The lack of private finance
and falling market have massively
stalled private developments.
Repossessions, mortgage arrears, and
unemployment are increasing demand
for social housing with waiting lists
expected to hit five million by 2010. In
this context there is a strong case for
councils to play a more direct role in
building new homes.

Government has taken steps towards unlocking
this potential. A £100m package to fund 900
local authority-built affordable homes was
announced in the Budget in April 2009. In
June, the package was extended with the aim
of delivering a further 3,000 homes by March
2011. These are demanding timescales, but
the response from councils demonstrates local
government’s enthusiasm and commitment
to rise to the challenge. The first bidding
round to access the funding closed on 31
July. Government is yet to divulge how many
bids were received, but have confirmed that
response from councils was extremely positive
and exceeded expectations. The Homes and
Communities Agency (HCA) are currently
assessing these bids and a further bidding
round will take place in autumn, closing on 31
October. Given the enthusiastic response from
councils, there is a very real possibility that
the funding pot will be oversubscribed. If this
were to be the case, we would hope that the

There is increasing recognition by national

HCA will make use of the flexibility within the

political leadership that councils have the

‘Building Britain’s Future’ package to increase

appetite and capacity to build new homes to

funding available for councils to build.

high environmental and quality standards in
attractive and thriving communities that will
meet the needs of local areas for years to come.
Unlocking the potential for councils to build
will help keep house building going through
the recession; creating jobs in local construction
industry and stimulating local economies.
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This increased financial scope for councils
to deliver new homes is a positive step that
will help some councils get their house-building
plans off the ground and demonstrate that they
have the skills and capacity to build. However,
there is room and appetite for more. Really
unlocking the potential for councils to build
affordable homes will depend on being able to
play an equal part alongside housing
associations and the private sector in
delivering new development.

The LGA is campaigning for:
• allowing councils to keep all the money
raised through rent and sales of all council
owned housing (not only new build) to reinvest
in meeting the housing needs of
their communities;
• making it easier for councils to borrow against
future rental income to invest in new housing;
• reducing bureaucracy and simplifying bidding
and contractual processes for councils to access
grant funding;
• allowing councils to access mainstream funding
for house building on the same basis as housing
associations and private developers, rather than
making them bid for separate pots of funding.
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An overview of the Housing
Revenue Account

paying into the system. Of the fifty councils
currently receiving ‘positive’ subsidy nearly all of
this money (98 per cent) is used to service the

The single largest barrier that councils have

interest payments on historic debt.

had to deal with and overcome in their house
building initiatives remains the Housing Revenue

Local authorities can build new housing which

Account (HRA) as it currently operates.

is held outside the HRA system through a local
authority owned company or an ALMO. This

The current housing finance system requires

model allows full rents to be used to finance the

every council that owns and manages council

development costs and if a property is sold to

homes to maintain a separate account of

a tenant, the council gets its capital investment

council housing income and expenditure (a

back. Local Housing Companies are joint

HRA). The ’Housing Revenue Account Subsidy

ventures with the Homes and Communities

System‘ (HRASS) was designed in the 1980s to

Agency and other partners into which

provide grant support for council housing. The

authorities will invest public land.

system is based on a ’notional‘ HRA containing
calculations for management, maintenance,

If councils were allowed to keep the income

debt servicing costs and rents, none of which

from sales and rent of all council housing;

bear any relationship to actual income and

borrow against their assets and be released

expenditure for council housing in the real

from historic debt; they could build an extra

world. If the ’notional‘ HRA shows a deficit

309,000 homes over the next 10 years. This

then government pays that amount of ’positive‘

would provide an enormous boost to the

subsidy as grant to the housing authority. If, on

housing sector and the wider economy.

the other hand, the notional account shows a
credit then the housing authority must pay that
amount as ’negative‘ subsidy to government.
When the HRASS started, no council had

The LGA is asking government to
take three decisive steps for a fair
and sustainable council housing
finance system:

to pay money to government. Now, out of
206 housing authorities, 156 pay ‘negative’

• abolition of the broken HRA subsidy system;

subsidy to the Treasury. In 2008/9 the Treasury
took £194 million from council tenants. This

• financial independence for council landlords;
• cancellation of the historic housing debt.

is expected to increase to £214 million in the
current financial year. This situation is set to get
worse. Even the councils that currently receive
subsidy are receiving less each year and will in
the next few years move into a negative subsidy
situation until eventually all councils will be
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In this collection we have gathered two sets
of case studies, one showcasing the different
practices undertaken by councils during the
recession and another one featuring the bids
councils have submitted to the HCA as examples
of councils’ ambitions and ability to deliver new
homes quickly to meet local needs.
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maintaining delivery
through the recession

Councils have adopted different
approaches to maintaining delivery
through the recession. But they
all demonstrate a commitment to
supporting their communities through,
and leading the way out of the
recession.

The council has already undertaken house
building programmes, demonstrating
its capacity and helping to provide local
employment. The council has built 22 council
houses in recent years using contractors
and has funding for another six for the local
housing company. This will help maintain
delivery and sustain the construction industry

These approaches range from Local

that has been the worst hit by the recession.

Housing Companies, to Asset Backed Vehicles,

The council has estimated that about 232

partnerships with ALMOs, Private Finance

construction jobs have been lost between

Initiatives, and other more informal

2007 and 2009, based on the number of

local schemes.

homes of all tenures built in South Holland.

South Holland District Council in

South Holland is also a planning authority, a

Lincolnshire has an innovative house

capacity that it can use to create spaces for

building programme to increase the supply

affordable housing. The council’s leader, Gary

of affordable housing and support the local

Porter is very optimistic and believes that

construction sector.

“now is a great opportunity for any council
who can take advantage of the situation –

The council recently created a local housing

particularly if they are in an area where they

company to access grant from the HCA and

can access cheap land”.

undertake a range of initiatives using council
owned land and rural exception sites. The

South Holland would like to undertake larger

target is to build roughly 30 homes per year

scale developments in partnership with

and therefore assist the delivery of the Local

other councils. If it were made possible for

Area Agreement (LAA) affordable housing

Lincolnshire councils to use the funds from

target. Strong commitment from the council’s

their housing revenue accounts that are

leadership in pushing forward this new

currently paid to the government - worth

initiative has been a major factor in its success.

around £17 million in 2008 – South Holland

In the face of the adverse economic conditions
of the recession and credit crunch, the council
has adopted a pro-active attitude and has

estimates that around 500 homes a year
for the next four years could be built across
Lincolnshire.

followed a flexible approach to working with
government agencies.
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Kirklees Council is undertaking a major

In the light of the economic downturn, the

regeneration project in the Fieldhead Estate.

involvement of the private partner will help

It is working with the Kirklees Community

inform whether the sale of the homes will

Association (KCA) and has agreed to transfer

be achievable. An alternative has also been

council land at nil cost.

envisaged with a different mix of housing,
with more houses available for intermediate

The drivers behind the Fieldhead regeneration

market rent or low cost home ownership, in

project were to tackle an issue of unpopular

order to improve the viability of the project.

flats and an unmet local demand for family
housing as well as to improve the environment

Thanks to this initiative a development scheme

in the estate and increase job opportunities.

which would not otherwise have seen the

Furthermore the project will contribute

light is going ahead, supporting local housing

to Kirklees Housing Strategy and towards

demand and the local economy. The council has

the achievement of the strategic objective

a target of building 250 affordable homes per

of transforming neighbourhoods; provide

year and is keen to explore other opportunities

housing that is suitable to households’ needs

for new housing development.

and aspirations; and widen access and choice.
The new rented family accommodation to be
developed will also help the meet the LAA
targets for social housing.
The project will bring in a £4.5m investment
from KCA, £4m from the Homes and
Communities Agency, and investment from
a private sector partner to deliver a mix of
new housing for sale and rent. KCA has
qualified with the HCA for social housing
grant and will own the new built homes that
will be managed by its ALMO, the Kirklees
Neighbourhood
Housing (KNH).
The project will deliver 140 new houses, out of
which 78 will be affordable and 62 for sale.
There has been overwhelming support from
residents who have reaffirmed their demand
for family housing, as well as the long term
sustainable changes that will benefit the area.
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Portsmouth City Council sees the current

Newcastle City Council is working with

market downturn as an opportunity to

its ALMO, Your Homes Newcastle (YHN) to

develop affordable housing, at a time when

build new homes. There was already a very

increased government funding and cheap

good working partnership in place between

land are available.

the two as the council has been using YHN
to manage its 31,000 tenant properties and

Portsmouth is planning to build new social

1200 leasehold properties. There is a political

housing using HCA funding combined with

aspiration in Newcastle to build new homes

other streams such as prudential borrowing,

and also bring back into use the 300 void

partnership funding and land sold through

properties which would be available for

a newly created special purpose company,

council tenants.

Portsmouth Social Housing (PSH).
The initial programme was partly funded
Apart from this development the council has

using reserves from the HRA which were

bid to the HCA with a private finance initiative

underpinned by a loan agreement. In addition

(PFI) for the development of an additional 700

the council has entered into a partnering

homes – 200 of which would be for sale on a

agreement with Bellway Homes for the

commercial basis. The council recognises the

construction of 33 bungalows of mixed

need for private homes for sale alongside social

tenure, of which 18 will be transferred to

and affordable housing to meet demand and

Bellway upon completion and has transferred

ensure balanced communities.

land at half the market rate.

Portsmouth city council has an appetite for

As part of the council’s initiative to build new

further development schemes and would like

homes YHN has qualified as an investment

to see more support from the government in

partner with the HCA, which will allow them

treating the public and private sectors equally

to access funding for affordable housing. YHN

and making social housing a priority in the

is in the process of setting up a charitable

planning system.

subsidiary and has already identified almost 20
sites to build large sized accommodation.

London Borough of Hounslow and London
Borough of Westminster are in a similar way
working in partnership with their ALMOs to
access funding for new build schemes – see
overleaf.
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Westminster City Council’s ALMO City

A good example of a creative approach to local

West Homes (CWH) submitted a funding

housing challenges is Wandsworth ‘Hidden

application to the HCA for a programme

Homes’ programme which is now starting to

involving 13 schemes with a total of 526 units

be replicated in other London boroughs.

(350 affordable) and a total cost of £130m.
Funding was approved on a full allocation

The scheme is about transforming disused or

for five schemes and reserved allocation for

abandoned areas on council estates into good

the rest. Some of the problems encountered

quality housing.

by the council were the need to take the
borrowing off the balance sheet and large tax
bills for CWH that reduce its ability to compete
with tax efficient RSL’s.

completed over 170 Hidden Homes and has
another 100 at various stages of feasibility
assessment. Of the 170 already completed,

The council has created a new development

over 140 were directly funded by the council’s

company to build more than 500 new council

reserves. But the pressures on council’s

homes over the next four years funded by

resources meant that this self financing model

a £36m grant from the HCA. A charity,

was no longer viable. The council then entered

Westminster Community Homes Ltd, will own

into an innovative partnership with Notting Hill

the newly-built properties. There are plans

Housing Trust who accessed Social Housing

to build 246 homes for social renting (with

Grant to fund the programme.

more than half of them with three or more
bedrooms), 104 flats for shared ownership,
107 market homes and 69 one-bedroom
homes sold at a discounted price.

The ‘Hidden Homes’ programme has
successfully transformed the lives of many
households. However it has relied on the
council’s ability to draw on its own resources,

London Borough of Hounslow has also used

which are of course, limited. More flexibility

its ALMO, Hounslow Homes (HH) to develop

for councils to use locally raised incomes

new homes. There are currently four schemes

and prudential borrowing to finance their

under development, one very close to starting

development programmes would help

on site with a total of 49 units out of which 15

overcome this problem.

are for social renting; one scheme is likely to
start in the summer comprising 190 total units
out of which 64 are for social renting; and two
other schemes are in discussion with planners
for approximately 300 total units with 119 for
social rent. As to the funding, there is a mix
of streams used: HCA funding, development
partner, council funding and cross-subsidy.
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Through this programme, Wandsworth has
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Inspired by the success of the Wandworth’s
‘Hidden Homes’ programme, a number of
London boroughs are developing their own
programmes based on this initiative. Southwark
is the most recent council to launch their own
Hidden Homes conversions following a couple
of visits to Wandsworth.

what councils can deliver – bids
submitted to the local authority
new-build fund
The case studies above feature what
some councils across the country
have been doing, demonstrating
their ability to undertake complex
development programmes and ensure
that there is an on-going supply of
affordable housing in their localities.

Having completed a scheme using its own

This is further demonstrated by the very positive

Like most authorities, Broxtowe had not built

response from councils to the Homes and

in two decades prior to its scheme two years

Communities Agency Local Authority New Build

ago, which saw the construction of eight new

fund which invites councils to submit bids for

bungalows at Plumptree Way, Eastwood and

funding with the aim of building approximately

four flats at Anderson Crescent. This new-build

3,900 new homes in the next two years.

project cost almost £1.5m in total and was

Councils have had to react quickly to the very

funded using the council’s own capital

challenging timeframe and pre-development

resources and section 106 contributions.

arrangements, identifying land and viable

resources, Broxtowe, a stock-retaining authority,
is hoping to secure funding through the HCA
bidding procedure for nine units of two and
three bedroom family homes. These would be
built on two small garage sites in the south of
the borough.

Political commitment was crucial to the

schemes, securing planning permission,
creating partnerships with RSLs and ALMO, and
identifying local building companies to carry out
building programmes.

success of Broxtowe’s initial new-build project
at Plumptre Way and Anderson Crescent. This
scheme was run in-house and built by a local
contractor according to lifetime homes and

The remainder of the case studies give some

energy efficiency principles. It features solar

examples of the types of schemes submitted

panels to provide hot water; low heat input

by councils to the first round of bidding. They

and affordable warmth; light tubes making

illustrate that the projects range in size - from

best use of natural light and timber sourced

nine to 90 homes that can achieve a quick start

from sustainable forests.

on site, are energy efficient and can meet the
very tight time scale.

central to the proposals for Broxtowe’s next
house-building proposal it has put to the HCA.

Broxtowe Borough Council has submitted

The urgency of the current HCA bidding round

a bid for funding to build nine new council

means the project is being run in partnership

properties at a value of some £1.3m.

with Nottingham Community Housing
Association (NCHA) and tendered out.

Broxtowe is one of the few councils in
England that has had experience of building
properties in recent years and it will be drawing
upon lessons learned in its plans for further
development.

Energy efficiency and value for money are

Broxtowe hopes this initial round of HCA
bidding and the one to follow in October are
just the start of a much larger national council
house-building programme.
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Oxford City Council has considerable appetite

units will be Code for Sustainable Homes level

and delivery capacity and as such has submitted

four compliant.

two bids for the HCA local authority new-build
fund in the July round for a total value of

Oxford council is committed to providing more

about £12.4m.

affordable housing to meet current and future
needs in and around the city by delivering an

The two schemes will provide 33 re-modelled

average of 250 affordable new homes each

sheltered units and 58 new units with an

year.

estimated completion time by April 2011.
Leeds City Council intends to maximise
The council had previously been looking

the new HCA funding opportunity and has

at regeneration and refurbishment and

submitted a bid for the July round and is

remodelling programmes. The announcement

carrying out preliminary work to submit another

of the HCA funding was therefore seen as

one for the October round.

an opportunity to tackle the impacts of the
recession and ensure a continuation in the

The council has agreed two sets of priorities. For

supply of affordable housing.

the first round it has submitted a bid for a major
regeneration scheme. For the second round it is

Given the very challenging time frame the

planning to submit a bid for a garage/infill site

council needed to react quickly. It was crucial

and has already set up a project working group.

to understand the risk involved and gain the

The properties will be owned by the council and

support and commitment of the councillors

managed by the three respective ALMO’s within

who have shown substantial support for the

their geographical area.

implementation of the schemes.
Financial appraisals will be undertaken for
The first scheme is an extended and re-

both submissions and the council will provide

modelled sheltered housing scheme that is part

for alternative funding sources for the

of the council’s review of its sheltered housing

development appraisal costs not covered in

strategy. The construction will be traditional

the bid for HCA funding.

because of the existing structure and will
incorporate communal spaces. It will provide

After undertaking an analysis of the appropriate

much improved accommodation that will meet

level of development of new build homes to

the needs of older people.

compliment and support the regeneration
scheme the council has proposed two sites: one

The second scheme is a Brownfield site with

in St Wilfrid Avenue to build 10 houses and the

a mix of property types, ranging from one

other one in Easterley Mount for 44 houses and

bed apartments to five bed houses. For this

eight flats for older people.

scheme the council will use modern methods of
construction with offsite manufacturing and all

12

how councils can build the homes we need

The whole project will be overseen by the

Greenwich Council is very eager to continue

Affordable Housing Strategic Partnership,

its recognised excellent work in providing

a hybrid of pilot local housing companies

housing services to its residents following its

announced in 2007.

selection as a Beacon authority. The council has
submitted a bid for HCA funding for 8 sites

Leeds council is committed to increasing the

providing about 47 homes.

provision of affordable housing and tackling the
difficulties in accessing housing for its residents.

There is a strong demand for family houses in

Prior to the current project, the council agreed

the borough and given the current difficulties in

in April 2008 the development of 27 council

progressing private market developments and

homes on three sites within West Leeds to

the knock-on impact on delivery of affordable

be funded through a combination of capital

homes on mixed tenure sites, the opportunity

receipts, commuted sums from other schemes

to deliver affordable larger family homes within

and a small element of prudential borrowing.

council ownership has had particular resonance
and significance.

The council is enthusiastic about continuing
along the same lines and enabling the

The support and commitment of council

development of new affordable housing through

members has been vital to the success of this

bigger schemes to relieve the pressure on its

project that will allow the building of three,

social housing list and support the local economy.

four and five bed houses in in-fill sites across
the borough.
They will comply with level four of the
Sustainable Homes Code and will be to
Greenwich’s already set up standards, such as
Parker Morris, Lifetime Homes etc. The schemes
will be completed in compliance with the 31
March 2011 deadline.
The procurement route and identifying which
sites were most deliverable out of a selection of
15-17 were the kind of decisions that needed
to be taken quickly to comply with the tight
timeframe of the HCA guidance.
However the council is very committed and is
already thinking about preparing the sites that
need more deliberation for the October round.
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Sandwell Metropolitan Borough Council

To qualify for HCA funding, a scheme must

has submitted a bid to build 28 new affordable

demonstrate its impact on the local jobs

Council homes in Smethwick for a cost of over

market. Sandwell are in the process of

£3m.

selecting a local construction partner so
that the benefits are maximised within the

There is a clearly established demand for

Borough.

affordable housing for younger people and
larger families in Smethwick that this new

Sandwell MBC is currently assessing the

development will aim to address.

feasibility of submitting another bid for
the October round to build a further 100

The new homes have been designed to high

affordable units in line with its strategic

standards, achieving the level 4 of the Code

objective to deliver 1,000 new council

for Sustainable Homes and Building for

homes over the next 10 years.

Life ‘silver’ standard and one of them has
wheelchair access.
The site that has been proposed is ideally
situated close to the amenities of Smethwick
town centre. It has been enabled for
development following the clearing of a former
tower block as part of a renewal programme
undertaken in 2008 by the council.
The new homes will be transferred to Sandwell
Homes, the council’s ALMO and let on
affordable rents.
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For further information please contact
the Local Government Association at:
Local Government House
Smith Square,
London SW1P 3HZ
or telephone LGconnect, for all your LGA
queries on 020 7664 3131
Fax: 020 7664 3030
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