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L

abour has published a Housing Green Paper, Housing for the many, which is a
kind of draft programme for a Labour government. In the introduction Jeremy
Corbyn said that the Green Paper “isn't our final word, but rather the starting point in
a conversation about how to fix our broken housing system, so that it works for the
many, not the few. Now over to you...” We should take up the challenge. At the last
Labour conference Jeremy spoke about the need for “a radical programme of
action” on housing. It's our contention that the Green Paper is no such programme.
In this contribution we suggest the policies which we believe Labour needs to adopt
in government if the housing crisis is to be resolved. It concentrates on the issue of
council housing which we believe is the key to resolving the crisis.
Introduction
“We have a housing crisis in this country that can only be solved by local
government building more. Labour's 2017 manifesto promised to build 100,000
council homes to 'rent or buy'. It called for a 'pause' to the right to buy, and to lift the
borrowing cap so councils could borrow to build more.
We need to be bolder. Don't suspend the right to buy, end it. Don't promise to lift
the borrowing cap, cancel the debt.”
Doina Cornell, Leader Stroud Council

T

here is a gulf between the aspirations of Labour members and supporters in
relation to council housing and the Party's official policy. It appears that many
people believe Labour is committed to building 100,000 council homes a year. They
base this on speeches of Jeremy Corbyn and John McDonnell. However, this is not
Labour's official policy. Initially Shadow Housing Minister John Healey finessed
the 100,000 council homes to 100,000 council and housing association homes a
year (by the last year of the next Parliament) though with no indication of the
balance between the two. Yet a further retreat was to follow. In the General Election
Manifesto1 in 2017 Labour's policy was declared to be 100,000 “affordable homes”
homes a year for rent and sale . The Manifesto had just five pages on housing in a
126 page document and only four paragraphs on “council and social tenants”. It did
speak of “the biggest council housing programme for 30 years”2. However, with no
numbers this was merely a sop to those members and supporters who want a
return to large scale council house building programme.
Labour also published an accompanying 20 page document just before the
1
2

See the Chapter Secure Homes for All in
http://labour.org.uk/wpcontent/uploads/2017/10/labourmanifesto2017.pdf
Only 16,000 council homes were built in England 30 years ago.
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General Election, Labour's New Deal on Housing.
Very few Labour members were aware of it nor have
read it. Yet this document made explicit what was
implied in the Manifesto. New Deal counterposed
what the next Labour government would do to what
the Atlee government did after the war. It stated that

Backing young
people on low and
medium incomes
who want to buy a
home of their own is
Labour's first
“The postwar Labour government built long term
affordable homes to rent, the next Labour government housing priority
will build affordable homes to rent and buy.”

Labour's “first housing priority” was said to be “Backing young people on low and
medium incomes who want to buy a home of their own...”. Home ownership was,
apparently, “part of the Party's DNA”. To back this historically dubious claim it
quoted one sentence in a 50 year old White Paper by the Wilson government which
declared that
“The expansion of building for owners occupation...reflects a long term social
advance which should gradually pervade every region.”
This was to say the least selective. New Deal conveniently ignored the fact that the
Wilson government proposed that 50% of all homes built would be council homes;
a target of 250,000 council homes a year out of 500,000 homes overall.
In New Deal council house building is subordinate to promoting home ownership.
The policy overall resolutely clings to the corpse of New Labour's housing
philosophy and its worship of home ownership.
The inadequacy of this housing policy was implicitly recognised when Jeremy
Corbyn announced at the last Labour conference that there would be a 'social
housing review'. Unfortunately it wasn't very widely publicised. There were only 80
submissions to it. As a result of the review Labour published the Green Paper which
is the subject of this pamphlet.
Whilst the Green Paper makes some concessions to critics of Labour's policy,
there is no commitment to a specific target for council homes and no
obligation on councils to build them. As one Labour council Leader recently
suggested there is not much appreciation amongst Labour members and supporters
of how little the Party's housing policy has moved from that of New Labour. Anybody
who thinks that Labour is committed to building 100,000 council homes a year will
discover, if they read the Green Paper 3 this is far from true. We want to encourage
all those who believe that Labour's first housing priority should be a large scale
council home building programme to write in to the Green Paper consultation and
demand that council housing should be the central means of tackling the housing
crisis. A large scale council house building programme should be Labour's
first housing priority.
Martin Wicks, Secretary Swindon Tenants Campaign Group
3

http://labour.org.uk/issues/housingforthemany/
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1. Council housing or “affordable
housing”?

...there is no
commitment to
building a specific
he Labour Party Green Paper, Housing for the
number of council
Many, marks a partial retreat from the Party's
homes nor any
General Election Manifesto and Labour's New Deal on
Housing. Labour's “first housing priority” of helping
obligation on
young people onto the proverbial housing ladder  young councils to build
people it should be said, earning up to £100,000 a year
them

T

– has disappeared; at least the words have. Yet the
changes are more of form than substance. There is still
a gulf between this document and Jeremy Corbyn's original aspiration of a Labour
government building 100,000 council homes a year. Although not many people have
read Labour's New Deal on Housing 4 many of those who did, including tenants
and MPs, subjected it to sharp criticism because of the absence of a commitment
on council housing.
In the Green Paper there is a significant shift in the language. There are some
welcome policies such as the commitment to end “affordable rent” (up to 80% of
market rents) and end the conversion of existing 'social rent' homes to “affordable
rent” when the tenant leaves or dies. Yet still we find that there is no
commitment to building a specific number of council homes nor any
obligation on councils to build them.
Instead of abandoning the risible “affordable housing” formula, the Green Paper
seeks to redefine it. It identifies three types of “affordable home” with “a new
affordability standard with three elements.” These are:
●

●

●

Social rented homes. Unfortunately it proposes to keep the existing
formula for setting 'social rent' locally which connects them to property
values. It does say that “Homes for social rent will form the core of
Labour's affordable housing programme” but there is no definite target.
Living rent homes. These will have rents set at no more than a third of
average local incomes. They will be “aimed at low to middle income
working families, key workers and younger people who want a better
alternative to renting from a private landlord, or who want help saving for a
deposit for a home.”
Low cost home ownership homes. These will include FirstBuy homes
where the mortgage will be no more than a third of average local income.
Shared ownership and rent to buy will be other low cost options included in
this category.

In a speech announcing the Green Paper Jeremy Corbyn said the majority of the
100,000 will be 'social rent' homes. Yet there is nothing in the document to confirm
this. As we show below there is a fundamental flaw in it.
4

http://labour.org.uk/wpcontent/uploads/2017/10/HousingMiniManifesto.pdf
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So far as 'living rent' homes are concerned there is no
Councils have no
indication as to whether these properties would be built in
the framework of the Housing Revenue Account or outside duty to build
it. In correspondence with John Healey's office we asked
council housing,
which it would be. The response was that “it is just a
only 'affordable
proposal”. They are “open to views on the detail”.
homes'
As devised by the London Mayor 'living rent' is for
“middleincome households” who want to save up to buy a
property. According to the Mayor's website a “living rent” tenant would pay
(depending on where they live) around £1,000 a month for a two bedroom property.
This compares to the average two bedroom council rent in the London boroughs of
£107 a week, and the highest, in Westminster, of £136 a week.
We are opposed to living rent, be it inside the HRA or outside. If inside the HRA
that would mean that there would be a higher council rent than 'social rent'. What
would be the point of getting rid of “affordable rent” only to reintroduce a
different form of it in the guise of 'living rent'?
If it was outside the HRA, be it built by private companies or HAs, then it would
serve only to take grant which could be used to build 'social rent' homes and
increase the Housing Benefit bill at the same time.
Labour should abandon the idea of 'living rent' and devote grant to 'social
rent' homes, in particular council housing.

2. A fundamental flaw at the heart of the Green Paper

T

he Green Paper has a fundamental flaw at its heart. It says that a Labour
government “will introduce a duty (on councils) to deliver affordable homes”.
The grant5 to support building the “three elements” would be available from Homes
England6. Councils and housing associations would have to bid, and compete, for
grant. At a recent meeting in the House of Commons John Healey was asked how
the £4 billion annual grant said to be available under a Labour government would be
divided up between the “three elements”. John's reply was that it is up to local
councils what they bid for.
The implication of this is that councils would be able to carry out this proposed
duty even if they build not a single council home. They could apply for grant for
low cost ownership homes alone and fulfill their duty. This would seem to give
councils the freedom to abstain from building any council homes. Talk of the
“largest council housing programme for 30 years” is meaningless if councils have
no duty to build council housing and Labour has no commitment to fund a
specific number of council homes.
Housing Associations would be in a stronger financial position to carry out
annual building programmes because of higher rents and because they have built
many more homes than councils have. Hence they have the personnel and

5 Grant is money which is not repayable.
6

Previously the Homes & Communities Agency.
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infrastructure in place to do so annually. If there is no grant
The NHF
specifically for council homes then the danger is that the
money will be doled out, as under New Labour's National
capitulated to
Affordable Homes Programme (NAHP), largely to housing
the
associations.
government
£4 billion is the amount that was available 10 years ago.
over 'voluntary'
This is completely inadequate when you factor in a decade's
right to buy
inflation. Prior to the housing crash New Labour banned
councils from even applying for social housing grant. When it
finally did allow them to apply, the results were puny. Under NAHP the highest
number of council homes built in any year in England was a paltry 3,080.
Although we are told that Labour will build the largest council homes programme
for 30 years, when you check how many were built then, it was only 16,000 in
England. Beating this would not be a very large ambition. In any case the Green
Paper has no target for council homes.

Council or housing associations – does it matter?
New Labour's bias towards housing associations was based on the fact that council
housing debt was on the public books whereas housing association debt was not.
New Labour set out to eradicate council housing by pressuring tenants to vote
for transfer of their homes to housing associations. It set the target of transferring
200,000 council homes a year. It was prepared to write off housing debt just as long
as tenants voted the 'right way'. A Parliamentary committee described this as
blackmail. There was no debt write off if tenants voted to remain council tenants. If
many had not resisted transfer then there would be hardly any council homes
homes left today. As it is there are only 1.6 million left in England.
The term 'social housing' implies that council housing and housing association
homes are more or less the same. Does it matter whether it is councils or housing
associations that build new homes? It does. Despite all the talk of their 'social
purpose' housing associations are private businesses. Whereas council tenants
have the chance to vote their landlord out of office they cannot do that with a
housing association Board. Even when there are tenants on the Board they have a
legal duty to the business. They are accountable to the Board, not to the tenants
who may elect them.
Despite New Labour's efforts to drive council rents up to HA levels, council rents
are lower than HA rents, meaning the HB bill is lower for council homes.
The Green Paper completely ignores the fact that housing associations, led by the
National Housing Federation, their industry body, capitulated to the government over
the 'voluntary' extension of RTB. They were perfectly happy to accept councils being
robbed of receipts for enforced sale of 'higher value' council homes, and to take the
money to cover the difference between RTB sales and the market value of their
homes (something denied to councils).
The Paper also ignores the process of commercialisation taking place. At a recent
meeting with Housing Minister Dominic Raab, three groups of housing tenants told
..................................................................................................................................
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him that their housing associations had abandoned their social
Tenants had
purpose and were turning into businesses. The tenants were
all facing huge rent increases and/or their homes been sold off paid more in
without them being given a say.
rent than
In our view we need a commitment from Labour to build
historic
100,000 council homes a year not 100,000 “affordable
council
homes”. Councils will be unable to build on a large enough
scale unless they have the prospect of grant, without having to housing debt
compete for it. The same level of grant as 10 years ago is
insufficient. We believe that £80,000 a property is required7. Without grant
specifically directed at building council homes then councils will not have the
resources to put in place the teams and resources necessary to begin sustained
annual building programmes beginning from a very low base.

3. HRA funding crisis

O

ne major issue which is not addressed by the Green Paper is the funding crisis
faced by Housing Revenue Accounts8. The system of 'selffinancing', a new
finance system introduced in 2012, was actually drawn up by New Labour when
John Healey was Housing Minister. Since Labour lost the 2010 election 'self
financing' was implemented by the Tories. The only difference was that the Tories
increased the bogus debt that was imposed on councils (an extra £13 billion of 'debt'
was handed out to 136 councils). In the consultation on New Labour's proposals,
they refused the eminently sensible demand to cancel the debt, which was largely
fictitious, the result of creative accountancy by the Treasury rather than actual
borrowing. As the House of Commons Parliamentary Council Housing Group had
shown in its 2009 report, Council Housing:Time to Invest , over 25 years council
tenants had paid £91 billion in rent but councils had only received £60 billion in
'allowances'. They had paid more in rent than the actual historic debt for
building their homes. Yet New Labour proposed to carry on fleecing tenants by
imposing fictitious debt on them. It is council tenants' rent that pays for the servicing
of this 'debt'.
Since the 'debt settlement' of 2012 when each council was given a certain amount
of debt, the Tories have starved council HRAs of funding by changes in the national
rent policy (e.g. a 4 year rent cut of 1% per year) and increases in the discounts for
RTB sales. As a result of the latter policy sales have increased nearly five fold. This
has meant that the rent lost from sales is much higher than was estimated in the
settlement. Each home sold is rental loss over the course of the 30 year business
plan. Individual councils are taking in hundreds of millions of pounds less in rent
7
8

This was the grant level which the DCLG said could be available for 'social rent' homes,
when May announced an extra £2 billion for “affordable housing”.
HRAs are 'ringfenced' accounts within local authority General Funds which keep
council housing finance separate from other finances. The 'ringfencing' was introduced
by Thatcher to stop the rates (a precursor to council tax) from being used to support
council housing.
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than was planned for in 2012. The debt they were given was
Debt
based on income projections which bear no comparison to
cancellation
what councils are actually taking in today.
It is simply extraordinary that Labour's Shadow Housing
would provide
Minister, despite being apprised of this situation, has
HRAs with
abstained from denouncing the Tories for under
around £2
funding existing council housing.9 We can only speculate
billion extra a
as to why this silence has been maintained. We suspect that
year
this refusal to demand that the Tories cut the debt in line
with the rent income lost is because Labour could not make
that demand without making its own commitment to cut the debt. This the Shadow
Housing Minister appears not to be prepared to do. Whether or not this has been
discussed with the Shadow Chancellor we don't know.
However, as Doina Cornell says, and Swindon Tenants Campaign Group has long
argued, we need a commitment from Labour to cancel the debt.10

Borrowing to build?
Labour's proposal to raise the borrowing cap for local HRAs is made in the
expectation that councils can take on more debt in order to fund new building. This
is unrealistic11 given the level of debt with which they are currently saddled. Stock
owning authorities, at the end of the 2016/17 financial year still had £26 billion of this
bogus debt to service. Given the underfunding of HRAs the cost of servicing any
additional debt will eat into their resources for maintaining and renewing existing
stock. The Green Paper suggests that councils have the resources to build between
60,000 and 80,000 new homes over five years. Yet this takes no account of the
financial crisis they face as a result of the debt settlement and government policies
since then. As a result of the shortage of funds councils are cutting back on the
scale of necessary work renewing key components. We have shown the connection
between the funding crisis and the disaster at Grenfell Tower12. Underfunding can
risk people's lives. More generally, the starvation of HRAs will result in a
deterioration of the standard of tenants homes. Expenditure by all HRAs on debt
and service charges is around 25% of their income. Hence debt cancellation would
increase their income by around £2 billion a year; significant extra resources for
maintaining and renewing their existing housing stock.

9

STCG has initiated an Appeal to Labour to press the government to reopen the debt
settlement. See http://councilhousingdebtcampaign.org/ourappeal/
10 STCG has published a pamphlet in November 2016, “The case for cancelling
council housing 'debt'.”
11 http://swindontenantscampaigngroup.org/2018/01/18/borrowingtobuildisno
solutiontothecouncilhousingshortage/
12 http://keepourcouncilhomes.files.wordpress.com/2017/06/underfundingandgrenfell.
pdf
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Right to Buy – end it “full stop”

End right
to buy
don't just
suspend it

When interviewed in the first leadership election Jeremy Corbyn
said he wanted to end RTB “full stop”. Yet even his campaign
organisers were too nervous to break with New Labour's RTB
shibboleth. We know that there was a debate in his campaign team,
but his election platform ended up talking only of “mitigating the
impact” of RTB.
Labour adopted the policy of suspension of RTB when John Healey had resigned
from his Shadow Housing post as part of the organised attempt to force Corbyn to
resign. After Corbyn won the second election Mr Healey was invited back. Since
then the policy has remained a dead letter. Even when Housing Minister Gavin
Barwell announced that RTB was only “politically justified” if homes sold were
replaced, Labour failed to demand that the Tories suspend it given that they were
not being replaced. We suggested that this was what John Healey should do but we
never received a reply.
The Green Paper says that RTB will be suspended immediately and councils will
have the right reinstated “only if they have a proven plan to replace homes sold one
forone and likeforlike”. It would seem unlikely that any council would be in a
position to prove that, so why not simply end RTB sales? In fact there are plenty of
indications of majority support amongst Party members and supporters for ending
RTB. At a recent Labour housing conference in Leicester, (Sir) Peter Soulsby, City
Mayor said that suspension wasn't sufficient, it should be ended. In a recent article
by the Labour Leader of Stroud Council, Doina Cornell, she called for ending RTB
as well as debt cancellation13.
If Labour wants to significantly increase the numbers of council homes available
then it should end RTB and not leave open room for manoeuvre by any councils that
would want to reintroduce it. One for one replacement would only achieve a
standstill of council housing numbers rather than the big increase we need.

'Social rent'
The question of the level of 'social rent' is not dealt with in the Paper. It simply says
that a Labour government will consult on setting a new and longer 10 year rent
settlement “to support sustained investment in a new generation of genuinely
affordable homes”. This issue cannot wait for the election of a Labour government.
It needs to determine a policy before then. Currently we have heard no Labour
response to this government's proposal to introduce 5 years of above inflation rent
increases; CPI+1%. We wrote to John Healey on this asking what Labour's policy
was. We received no response.
Labour needs to oppose this government's above inflation rent increases
and make a commitment that they will not introduce such increases
themselves. It should be remembered that one of the drivers of the inflated HB bill
13 http://labourlist.org/2018/04/labourneedsradicalideastosolvethehousingcrisis
soletsscraprighttobuy/
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was New Labour's policy of 'rent equalisation'. This was
Council rents
designed to push up council rents to the higher level of
14
unaffordable
housing association rents . It was partly motivated by the
hope that if council and housing association rents were at the for some
same level then tenants would not bother voting against
tenants
transfer of council housing.
As a result of these above inflation increases council rents
are unaffordable for some tenants and people on the waiting lists. This is not just in
London where rents are highest. In Swindon the Tory council, by way of a new
allocations policy, is turning down people who have come top in bidding for a
tenancy, because they (i.e. council officers) believe the applicant earns too little to
afford to pay the rent. This is the “Greenlight for Housing” process which has been
borrowed from housing associations where it is widespread.

4. Private Housing Companies

I

n the first round of the coalition government's Affordable Homes Programme the
grant available for 'social housing' could not be used by councils or housing
associations to charge 'social rent'. They had to agree to charge “affordable rent”
and also convert 'social rent' homes to “affordable rent” as a precondition of
receiving grant from the Homes & Communities Agency. In the second round the
only grant for 'social housing' was for a mere 8,000 supported housing units.15
Faced with the absence of funding for building council homes some councils have
set up private companies (Local Housing Companies) to build homes. They have
seen this as a means of circumventing RTB. Homes built by private companies are
currently not subject to it, unlike homes built by the HRA. For other councils LHCs
are a means of providing revenue for their depleted General Funds.
The type of building they are carrying out or intending to, is
➢
➢
➢
➢

Councils homes charging 'social rent' (i.e. a council rent);
Charging “affordable rent”;
Building homes for sale on the open market and/or
Building homes for the private rental sector (PRS).

The financial benefits of building new homes are:
➢

The income they can raise from market sales, the extra council tax that
new homes bring and New Homes Bonus they produce;

14 Historically HA rents were around 20% higher than council rents because they borrowed
money from commercial sources whereas councils borrowed at cheaper rates of interest
from the government's Public Works Loans Board.
15 The famous £2 billion extra for “affordable housing” which May announced last year has
yet to see the light of day. The DCLG press release on this said that the money 'could' be
used to build 25,000 social rent homes with grant at £80,000 per property, though it
almost certainly won't be devoted to that.
..................................................................................................................................
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➢

The revenue stream from private rented properties.

Local Housing
companies as
“business
propositions”

You will probably have heard of one such company in
Haringey. The Haringey Development Vehicle proposed to
knock down much council housing in a “regeneration”
scheme involving the private company Lendlease. The furore
over this saw members of the local Labour Parties, MPs, and
tenants demanding that this proposal be abandoned. An outcome of this struggle is
Labour's commitment that any regeneration scheme will be subject to a ballot of the
people affected. Corbyn made reference to this type of scheme when he talked of
“social cleansing” at the last Labour conference.
The Smith Institute produced a report on LHCs in October 2017 (The rise of local
housing companies16). It examined the concept, what companies were set up and
what their various motivations were. Here are some examples.
➢

➢

➢

➢

Swindon council has built a small number of homes for market sale and is
planning to build homes for private rent. The motivation for private rental is
to provide an income stream for the council's General Fund hoping to
replace the rapidly disappearing central government grant. In the case of
Swindon the Labour opposition has also indicated that they would build
homes for the private rental market.
Norwich's Labour Council LHC was established as a wholly owned
company in order to enable it “to seek ways to become more financially
selfsufficient by developing commercial opportunities which makes it less
reliant on government funding.”
Labour Newham's Red Door Ventures focus is on commercial development
of residential homes in the Private Rented Sector (PRS). The council said
it wanted “to increase the amount of housing as supply from housing
associations declines and for us to manage the risks. But most importantly
it’s for us to secure the rewards.” It will set market rents except for a third of
the properties which will be at “affordable rent”.
Inreach Birmingham Ltd is a wholly owned council company established in
2014 alongside the inhouse Birmingham Municipal Housing Trust. The
council sells land to Inreach, which borrows from the council to develop it;
the rental income services the borrowing and provides a return to the
council. The company plans to delivery 300 apartments and houses for
market rent (at a cost of some £36m). The aim is “to model build for rent
as a business proposition (our emphasis), with the intention of encouraging
other developers to follow”. The company aims “to raise standards across
the PRS ”. The council wants to expand the company and plans to sell 200
void council properties to Inreach per year for the next four years. Inreach
will then rent these out at market rent, instead of 'social rent', to finance

16 www.smithinstitute.org.uk/book/deliveringrenaissancecouncilbuilthomesrise
localhousingcompanies/
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➢

➢

➢

new builds for social or private affordable rent.
Joint
Stoke has established an LHC with a remit to develop
ventures
“affordable” and “premium” properties in the PRS. The
“offer a
council claim the LHC “provides an opportunity to realise
value from publicly owned sites and in parallel support the financial
city council’s housing growth agenda via development of a return”
private rented product which could bring in an income
stream for future reinvestment.” In addition to building
homes for private rent, the LHC will seek to address the gap in the private
market by buying new properties for letting in the PRS. It is proposing to
deliver 500 market rent homes “mostly developed on council owned land”
(i.e. land that they could build council homes on).
Sheffield Housing Company was set up in 2011 as a partnership between
Sheffield Council, Keepmoat (construction and market sale) and Great
Places Housing Group (estate management of leasehold properties). The
council’s principal purpose in setting up the company was “strategic place
shaping”. During the decade 20002010 it had repeatedly tried and failed to
secure private investment in the renewal of social housing estates,
including “diversifying tenure”. The company was set up “to achieve
regeneration goals” by building and selling properties for market sale in
“hitherto monotenure social housing areas” (that's a derogatory term for
council estates) on sites which had previously been cleared of “nonviable
council housing”; indirectly to encourage private sector involvement by
proving the concept and supporting higher land valuations. “This remains
the council’s principal motivation”. However, since inception, and reflecting
the council’s financial position, the council now has a stronger interest in
securing early financial returns from projects. The company aimed to build
2,300 new homes over 15 years. Four years into the plan it has built only
293 new homes,193 bought outright and 70 “affordable rent”.
Brighton and Hove City Council is establishing a wholly owned LHC to
“meet housing needs, including delivery of homes let at Local Housing
Allowance17 rates (rather than 'social rent') to households to whom the
council owes a statutory duty to accommodate.”

In a survey of councils the Smith Institute found that 60% of them said they were
motivated to establish a joint venture “because it offered a financial return”.
However, the scale of building that these companies have managed is minuscule.
Inside Housing reported that they had managed to build 528 properties of which
only 35% were “affordable”. It was a survey which may have underestimated the
actual numbers but the scale of what will be built is reflected by an estimated
average of 50 units a year. In many towns this level of building, even if they are built
as council homes, is insufficient to replace the number of homes lost under RTB.

17 LHA is the private sector equivalent of Housing Benefit. Rents set at LHA rate
will generally be higher than 'social rent'.
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Labour supports LHCs
Labour's Housing Green Paper makes reference to LHCs. It
says that
“By building on council land and offering a mix of housing for
private rent and sale they're able to crosssubsidise affordable
homes in a similar way to housing associations.”

Councils
should be
barred from
becoming
developers/
builders in
the private
market

It records that research suggests the number of local housing
companies could reach 200 by 2020, collectively providing an
estimated 10,000 homes a year, with around 3040% going to “low income
households”.
It appears that Labour is proposing to allow these companies to continue and is
committing to “remove the threat of right to buy from local housing companies”. It
adds
“Our plans for a sustained increase in affordable homes will create new
opportunities for alternative affordable housing providers, including communityled
housing, coop housing, local housing companies and tenant and employee co
owned mutual housing societies.”
There is a certain sleight of hand here, because the key vehicle, in terms of scale, is
likely to be LHCs. The others are liable to be marginal.
The crucial question in relation to LHCs is this. If Labour is offering grant for
councils to once again build council housing with 'social rent' then why would they
need to set up (or continue with) private companies to build homes outside of
the Housing Revenue Account?
If Labour was serious about large scale council house building then it should
make it obligatory for councils to build council homes within the framework of
HRAs. Councils should be barred from becoming developers/builders in the private
market (see the next section). Adequate funding of local services cannot be secured
by risky speculation rooted in the volatile private housing market.
It is one thing for Labour councils to manoeuvre in circumstances where they have
little or no finance to build council housing but the move to build PRS homes is seen
as a replacement for central government funding to the General Fund. Yet setting up
LHCs cannot resolve this funding crisis. Its scale is such that a higher and higher
proportion of council funds is going to social care, for adults and children. See these
articles which examine the scale of the crisis and its roots. (Local Government
Funding Crisis 18and Breaking the link between funding and social needs 19).
Labour has said that it would provide more funding for local authorities though
with no numbers. However, Labour authorities are unlikely to move away from LHCs
(if they are not barred from setting them up) unless they are shown that
18 http://martinwicks.files.wordpress.com/2016/11/localgovfundingcrisis.pdf
19 http://martinwicks.files.wordp[ress.com/2014/12/articleonnaoreports.pdf
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➢

➢

➢

From a
Labour's solution to the funding crisis involves central
government grant for council house building, on a scale source of
sufficient to begin to address their housing crisis;
funding to
Labour commits to restoring the connection between
an absorber
social needs and the grant that local authorities receive. of funds
This link was abandoned in 2013;
Given the depth of the local government crisis there is a
good case for cancelling local authority debt held with the PWLB (see
Local government funding crisis). This would give them extra spending
power of around £5 billion a year.

What is clear is that the funding crisis cannot be resolved by councils taking the
risky step of become builders/developers. Labour councils are taking the wrong
road when they set up these LHCs. Council Labour groups should be demanding of
the Labour leadership that it commit to providing the necessary funding for them to
begin again large scale, and annual, council house building programmes. Building
PRS homes or homes for sale on council land means that there will be less land
available on which to build council housing.

The property game
As well as building housing, councils are becoming property developers/speculators
through these vehicles. In an editorial entitled “Local councils are set to lose the
property game” (April 2017) the Financial Times reported that local authorities had
invested £1.2 billion borrowed from the PWLB in real estate projects, in just one
year. The PWLB is an agency of the Treasury “designed to fund local capital
projects”.
Warning of the dangers of this development the FT said
“The return from this manoeuvre is very welcome at the councils. Government
spending cuts have made it very difficult to fund local services, from social care to
libraries to child care. Yes, the loans are long term, but the yields on the investments
– offices, parks, residential developments, and so on – are not guaranteed. Prices
fall. Rents go unpaid or are negotiated downward. Accentuating the risk, council
finances are already leveraged, through tax receipts, to the local economy. When
the loan to value ratios of the loans are 100%, as some are, the leverage is
amplified further. It would not require a big correction in the real estate market to
turn these investments from a source of funding into an absorber of it.”
At the extreme end of these developments is Spelthorne which borrowed £380
million to fund the purchase of the BT campus in Sunbury on Thames. This is four
times the size of all its other assets combined.
The FT suggested that the PWLB should simply refrain from lending for anything
other than local capital projects.
..................................................................................................................................
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“Equally the government itself needs to have a hard look at the local
council credit expansion and recognise that it is a symptom of
budgets being driven to breaking point. Speculation cannot solve
the crisis in social care. But if the government ties its own hands on
revenue increases, local councils, left with few other options, will
give speculation a try....The Treasury should put a stop to the local
council credit bubble before it grows even larger.”

Secure
tenancies
for all
council
tenants

Labour should commit to stopping this dangerous rush of councils to become
developers/builders. If an LHC fails, finding itself in financial difficulties, then this will
have knockon consequences for other council spending. As the FT said, these
investments can readily become “absorbers of funding” rather than a source of it.
The housing crisis cannot be resolved by councils entering the housing
market. The only way to begin to resolve it is to return to large scale council house
building. That should be Labour's “first housing priority”.

5. Secure tenancies

T

he Green paper commits to ending the proposed ban of 'longterm tenancies' by
the Tories. However, we need a commitment to reintroduce 'secure tenancies'
for all council tenants. Secure tenancies should not be optional. Labour should
make it an obligation on councils that have introduced 'flexible' timelimited
tenancies to transfer all tenants currently on them to secure tenancies. This is not
the 'lifelong' tenancies derided by the Tories regardless of the conduct of the
tenants. Tenants can always been evicted if they break the tenancy terms such as
antisocial behaviour.
What secure tenancies do provide is stability and the assurance that if a tenant
pays the rent and behaves in a civilised fashion then they know they will not be
turfed out of their property. The reinstatement of 'secure tenancies' for all council
tenants should be implemented by a Labour government at the first opportunity.
As the recent report by the Workplace Conditionality Project indicates “Its only
achievement is to instil varying levels of anxiety in social tenants, and to cause real
distress to some”.

6. Welfare reforms

T

he Green Paper says that a Labour government will 'fix' Universal Credit.
However, there is no clarification of what this means. The changes made by
Osborne to the original proposal were a means of saving money. The worst impact
is the stopping of housing benefit when somebody in receipt of it goes onto
Universal Credit. This immediately throws tenants into rent arrears while they wait
for the UC claim to be processed. In localities where the full service has been
introduced two thirds or more of UC claimants are in arrears. In Swindon the
average arrears for a UC claimant is over £800.20
20 http://keepourcouncilhomes.files.wordpress.com/2018/01/january2018.pdf
..................................................................................................................................
Page 14
Labour's Housing Green Paper

Labour has previously called for the wait to be cut to two
weeks. Yet there is no reason why somebody in receipt of HB
or Local Housing Allowance (the private sector equivalent)
should have their housing benefit cut at all. Labour should
commit to ensuring that HB continues to be paid during the
period when a UC claim is being processed.
There is a debate taking place over whether it is possible to
'fix' UC at all. However, so long as it exists then Labour should
commit that no claimant should receive less income if they
transfer over to UC than they receive under 'legacy
benefits'.

So long as
house building
is dominated by
commodity
production then
the profit
motive will
override
human need

7. Conclusions

T

he housing crisis in the UK cannot be resolved without a return to large scale
council house building. So long as house building is dominated by commodity
production then the profit motive will come before human need. The big building
companies control the pace of building in order to maximise their profits. They
maintain a system of “contrived scarcity”21. This has even been recognised by the
Local Government Association which has a Tory majority. LGA Chair Gary Porter
has said:
“Ultimately, the private sector will never build enough of the homes the country
needs on its own...The last time the country delivered 300,000 homes was in the
1970s, councils were responsible for more than 40% of them and its essential to get
back to that.”
'That' would be more than 100,000 council homes a year. Of course, the Tories are
not going to do it, only Labour can. Yet the Green Paper proposals are not sufficient
to resolve the housing crisis. Here is what we think Labour's policy needs to be.
1.

2.

3.

Labour's first priority should be a large scale council house building
programme. All grant available should be for 'social rent' but there should
be specific grant for councils rather than the bidding process in which
councils have to compete with housing associations.
Labour should commit to work towards the target of 100,000 council
homes a year. With £80,000 grant per unit, this would require an
expenditure of £8 billion a year. Setting grant at £4 billion, the amount
available 10 years ago, is completely insufficient. Whilst we recognise that
councils could not move from their present very low level of new build to
this level straight away, the key means of enabling them to put together the
human and material resources to build regularly and on a much larger
scale, is the assurance of grant being available on an annual basis.
Labour should end Right to Buy. Whilst suspension of RTB was a step

21 http://keepourcouncilhomes.files.wordpress.com/2017/01/contrivedscarcity.pdf
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forward for Labour we believe that RTB should be ended. If you leave open
the possibility of councils restarting sales then this would undermine the
impact of new build. We need a big increase in the number of available
council homes – there are only 1.6 million left in England. Reintroduction of
RTB would slow down the increase in the number of council homes
available.
4. Labour should commit to cancelling the socalled council housing
debt. Cancellation of the bogus council housing debt would provide
additional resources both for the maintenance of existing stock and
renewal of key housing components, and, combined with increased grant,
the resources to step up the level of council house building. As we
explained in our social housing review submission, we know from the
House of Commons Council Housing Group, that tenants paid more in rent
than the historic cost of building their homes. Even though New Labour's
'debt' level would have been lower than that set by the Tories in 2012 it
would have still been an injustice, fleecing tenants. Even the Local
Government Association called for the cancellation of this socalled debt. It
is a serious burden on local authority HRAs. Debt and interest charges
currently eat up 25% of their income.
5. Labour should end its support for council companies for house
building and/or development. If resources are available to the HRA for
council house building there is no need for these companies. The under
financing of local authorities should be addressed through central
government funding rather than allowing risky excursions by councils into
the property market.
6. We believe that councils should be barred from using their own land
for any form of housing other than council homes with social rent.
Land used for building private rent or homes for sale will only serve to
waste public land which should be used to build council homes.
7. Councils should be able to buy land at use value for council house
building. Labour should end the current situation where developers benefit
from increased land prices as a result of the granting of planning
permission.
8. Labour should oppose the reintroduction of 'social rent' increases by
CPI + 1% which the Tories say will be implemented at the end of the 4
year rent cut. Labour should oppose the Tories proposal to increase rents
by CPI + 1%. It should at least commit to increases no higher than
inflation.
9. Labour should commit to reintroduce secure tenancies for all council
tenants. It should end the use of fixed term tenancies which hold the threat
of eviction over the head of tenants.
10. Labour should commit to continued payment of housing benefit
during the period when a Universal Credit claim is being processed.
This would put a stop to claimants being thrown into rent arrears. There is
no reason why payments should be ended simply because a claimant in
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moving from “legacy benefits” to UC. There is a debate as to whether or
not UC can be “fixed”. Although UC was presented as a means of
“simplifying” benefits, another unstated purpose was to save money by
reducing benefits under UC. If Labour proposes to “fix” it, it should commit
to ensuring that anybody transferring from “legacy benefits” will be no
worse off under UC.

8. Final comments

W

e have concentrated on the question of council housing because we believe it
to be the key to beginning to resolve the housing crisis. Speaking at a Labour
housing conference in Leicester I asked the attendees to raise their hands if they
thought that Labour's first housing priority should be a large scale council house
building programme. A forest of hands went up. Leicester members are hardly likely
to be any different to those around the country. Yet Labour's proposed housing
policy in the Green Paper with its redefinition of “affordable homes” clings to New
Labour's infatuation with home ownership. It has no commitment to a council
housing target. The policy, if unaltered, would enable councils to build no council
homes and still fulfil their duty to promote “affordable homes”. This is not in any
sense a “radical action programme”.
This gulf between the aspirations of members and supporters and a Labour policy
which has thus far failed to break with New Labour's housing philosophy, can only
be bridged if there is a campaign to radicalise Labour's policy.
There is currently what can be described as a surfeit of people chasing after
genuinely affordable homes to rent or buy. The shortage of council housing forces
many people into the private rented sector or to try for a mortgage. As a recent
Nationwide survey of the private rented sector shows the overwhelming number of
people in it are only there because a mortgage is beyond their means and they have
no chance of a council tenancy.
If Labour was building 100,000 council homes a year then many more people than
currently would have a real prospect of getting a council tenancy. They would not be
forced into the housing market. This would have the likely consequence of taking
the pressure out of the housing market. With fewer people chasing after homes to
rent privately or to buy then it would be likely to have the impact of bringing down
prices in both sectors. It would be less of a sellers market.
A large scale council house building programme is essential if the housing crisis is
to be addressed. If you agree with us then please send in your own submission and
persuade your organisation to submit one to the consultation on Labour's Housing
Green Paper.
You should email your comments to socialhousingreview@labour.org.uk
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Labour's Housing Green Paper is insufficient to
tackle the housing crisis. It clings to the corpse
of New Labour's housing philosophy with its
worship of home ownership. It proposes a duty
for councils to promote “affordable housing”,
though this may not include council housing. It
appears to give councils the freedom to abstain
from building council housing.
Instead, Swindon Tenants Campaign Group
proposes
➢

➢

➢

➢

That councils should be given a duty to
build council housing;
That Labour commits to a target of 100,000
council homes a year; with £80,000 grant
per property
That they should commit to cancelling the
bogus council housing debt;
That right to buy sales be abolished rather
than just suspended.

So long as house building is dominated by
commodity production then the profit
motive will come before human need.

