THE NEW ORDER OF HOUSING.
The new ideas for housing and welfare benefits introduced by the Coalition Government in the Comprehensive Spending Review are wide reaching, radical and in my view positive. The first important point to make is that all CHP’s existing tenants will be unaffected by the proposals, which are made in relation to new tenancies, perhaps from as early as April 2011. This is good news.  The second bit of good news is that CHP will be able to continue to provide affordable homes, but there will be changes to the “offer” we make to new tenants in their tenancy and rent charged.
1. The Government proposes an end to Lifetime Tenancies.

There is of course no such thing as “LIFETIME” tenancy. Tenancies can always be terminated for breach of the tenancy contract, though this is usually for debt and Anti Social Behavior. The fear in the private sector has always been that a tenancy will be ended on a whim, or to enable the landlord to choose another tenant and charge a higher rent.

What the governments proposal means is that there is an intention to end the ability to remain in a subsidized property irrespective of income and without any attempt to improve financial and other circumstances i.e. the “welfare dependant / something for nothing” lifestyle that has become a characterization of “affordable” housing. For a small number of households across the county this is not an urban myth but fact. 

The Government is proposing that for new lets a fixed term tenancy – 2-20 years – should be introduced. Strangely in Inside Housing 22/10/10 Grant Shapps (Housing Minister) stated that this does not mean tenants will necessarily have to move out at the end of the tenancy:

 “….he did not foresee that tenants would ever have to leave their homes once their fixed-tenancies were up – even if their circumstances had improved dramatically. They may have to pay more than an 80 per cent share if they were no longer in housing need, he said.

‘There would be no problem staying in your home,’ he said. ‘It would be illogical for a landlord to say I have got 80 per cent or I have got 90 per cent [of market rents and ask people to leave]. There is no reason to think you would have landlords chucking people out.’

This is surprising because it does nothing to deal with Government key concerns in the short term. A  renewable Assured Shorthold Tenancy will achieve Government aims much more quickly, and use a well established private sector practice through socially responsible registered providers. Terminating tenancies on the whim of a landlord will not happen. 
CHP will be able to offer this new idea of “flexible tenancy” as soon as required. What CHP should be advocating is a change in culture from a position where an offer of an affordable rented property is seen as a right (but one that can be abused), to a culture where an offer is something to be valued and responsibly held.

2. Reduction in Capital Grant for new build.

The Comprehensive Spending Review decisions mean a 60% cut in grant currently available, returning to the sum available to 1996 levels. Inevitably this will reduce total capacity / build in the sector but it could have been worse! There is still a Government intention to build 150,000 affordable homes over the CSR period but these will be funded on a very different basis to current arrangements.

The Homes and Communities Agency will not have much spare capacity to approve new schemes given the commitments that are known. 
The Government is to provide flexibility in rent setting, with Registered Providers being able to set rents on new tenancies up to Intermediate Rent levels (c80% of market rent levels). This revenue flexibility will, if applied, enable new build to continue with restricted or no grant. Whether this will meet the housing needs of local authorities is another question.

Coupled with limitations on total welfare benefits it will actually provide a real financial choice for people to consider, and may well reduce the demand for “affordable housing” because it may not be “affordable” to low income households.

Developers will be considering whether it is possible to still provide 35-40% rented housing and they may proceed themselves to provide “intermediate” rented homes instead.

CHP will need to consider whether to set up a separate housing company for new development to minimizes VAT, and cut overheads by getting HCA preferred partner status ending our arrangement through FHG.
3. Rent charging Flexibility.

We will have to consider the implications of rent flexibility for relets and new properties.
Registered Providers like CHP will be able to charge “up to 80% of market rents” on new and a percentage of relets.  This will raise income and property values to provide additional funding for new build. It doesn’t mean 80% has to be charged. There is also variance possible within the existing target rents.

Overall, unless any increases are fully funded by Housing Benefit one effect could be to reduce demand for our homes – there will be affordability within HB ceiling, and a diminishing returns potential if rents increased too high.

Local authorities will be fearful that higher rents will mean their housing needs are not met – but housing need assessments have always been an arbitrary (and localized) way of controlling access into affordable housing, irrespective of the ability to pay.   

The principle of introducing a financial limit into the affordable housing environment has great merit. The idea that if you do not work you can choose where you live irrespective of income, whereas if you work you are limited to what you can afford is perverse and is an example of much needed change. 
Whether the HB element within the single combined benefit entitlement will be paid direct to landlord or tenant still has to be decided. If there will be an increase in debt owed, how will we manage this?
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