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Elizabeth Knapp

Cave Review Team

Communities and Local Government

2/E1 Eland House

Bressenden Place

London

SW1E 5DU

16 February 2007

Dear Madam

THE CAVE REVIEW OF SOCIAL HOUSING REGULATION

SUBMISSION OF EVIDENCE BY THE HOME BUILDERS FEDERATION

The Home Builders Federation is the trade federation for the house building industry in England and Wales. Our 300 members range from multinational, major homebuilders to small, local builders. We also have an increasing number of members involved in the provision of affordable and social housing including some Registered Social Landlords. Overall our members account for approximately 80% of all new dwellings built per annum, including the majority of new social housing provision through S106 agreements.

The review of the regulation of social housing is welcomed. HBF believes that substantial improvements can be made to the provision and future management of social housing. Traditionally we have been more concerned over the former but, due to the changes regarding the terms on which the private sector is contributing in this arena, we are increasingly becoming involved in the future management of projects.

We have sought to address the issues as they are raised in the call for evidence paper rather than specifically answer the questions set out in the summary of that document. I trust that such an approach is acceptable to the review team. All paragraph references are to the call for evidence paper.

Purpose of the review

There appears to be an underlying flavour throughout the call for evidence that more regulation is required rather than less. The HBF does not agree that more regulation always makes for better regulation. In fact the reverse is often true since it encourages competition and innovation leading to better practice and value for money. Since these two objectives are also at the heart of the review process it should be made explicit that the review has the capacity to recommend reducing regulation in the sector for the above reasons.

Bearing this in mind we would suggest that the two principal requirements of the review stated in paragraph 5 should be increased to include the requirement to avoid unnecessary burdens on social housing providers.

Why regulate?

HBF disagrees with the suggestion in paragraph 14 that there are no incentives for housing providers to deliver high quality services as efficiently as possible. Benchmarking of providers allows for performance comparisons and the board structure of most providers includes non executive directors who bring external perspectives to the, perhaps, inward looking view of providers. 

The proposal to create greater competitiveness in the sector is, however, to be welcomed, particularly through the introduction of profit making bodies and the general opening of the market to a wider range of organisations.

The linking of funding to performance as suggested in the second bullet point of paragraph 16 is difficult in practice since, although it rewards good performers, by definition, it removes funding from poor performers which starts a spiral of deterioration. Thus, any such proposal should establish a baseline of funding set against minimum performance levels.

The independent status of social housing providers should be retained as suggested in paragraph 17. This will allow potential new providers to feel confident of entering the social housing market. Similarly, raising of private funding should continue to not be regarded as public expenditure. The confidence of the private sector in the social sector is demonstrated by the huge amount of private sector funding within the system.

It is curious that the review draws attention to the government’s objective to minimise the level of public sector finance provided for the new supply of social housing. This is a fiscal decision by the government rather than a social policy objective. Thus, if the review concludes that a better service could be provided for residents, albeit at an increased public cost, it should be free to make such a recommendation rather than precluding such an outcome from the start.

Paragraph 21 suggests that the review should look at the possibility of regulating non core activities undertaken by social housing providers. HBF would not support such a proposal. Such regulation would inevitably deter providers from introducing new and innovative non core activities thereby reducing both the quality of service to consumers and reducing the potential for further recycling and cross subsidy from the funds generated by non core activities.

Options for consideration

Retention/reform of present framework

The fact that there are different regulatory systems for registered and unregistered providers of social housing is not seen by HBF as causing problems or confusion. Service levels to consumers are, and should remain, consistent and it is, therefore, considered essential to retain the flexibility of approaches to social housing provision through both avenues. 

If it is considered essential that the two regimes are converged. This should take account of the HBF’s overarching principle that regulation should be as light as possible in order to facilitate flexibility and innovation.

The issue of the number of providers in the market place, discussed in paragraph 26, is one of current concern to the HBF. The lack of competition brought about by the artificial restriction of developing providers, and the emerging approach of “lead social housing provider” in major projects, is considered to be detrimental to efficiency and value for money, the very objectives the review is seeking to increase.

Licensing

The proposal to regulate services or activities rather than organisations is intriguing and, on the face of it, appears attractive to private sector providers. The problem of involuntary transfer discussed in the review paper is not considered to be insurmountable since in such an extreme case as termination of a licence or contract, tenants would, presumably, welcome a new provider since service levels were not being met by the existing landlord.

Self regulation

It is difficult to see the key differences between a system of self regulation and that of a regulatory framework of services or activities of the previous option. Measurement of performance would need to be made on a regular basis by the provider and published in a transparent and auditable manner.

The benefits of such a system could be similarly achieved through overall less regulation within any of the other proposed regimes. It is this principle of seeking to minimise any undue burden on providers that should be at the forefront of any discussion of new models for regulation.

Other key issues

Residents’ voice

If residents are to play a greater part in the regulatory framework for social housing providers they must also take on greater responsibility and accountability. This may take the form of re-examination of tenancy agreements, rights to acquire and other landlord/tenant issues.

The HBF is aware of many anomalies in the current system of social housing provision in respect of tenants’ rights, such as the inability of any reassessment of need for subsidised housing. Such issues are leading to unnecessarily high demands on new supply of provision and could be addressed through this review as the cost of greater tenant involvement in the regulatory system.

Sanctions

It is agreed that the current sanctions available to the Housing Corporation are both heavy handed and, in some cases, extreme. 

However, any new regulatory system should allow interaction between providers and the regulator to ensure that monitoring is forward looking and outcomes can be measured against known targets rather than merely needing to be imposed where failure has occurred. The objective should be the prevention of that failure in the first place.

Conclusions

There is little doubt that the landscape of social housing provision is changing and it is welcome that the review of the regulatory framework is being undertaken at this time. However, just as that landscape has evolved over time, so too has the approach of both providers and regulators in the sector evolved with it. Thus it may not be necessary for a complete root and branch change to the system and the review should be open to such a conclusion.

Although currently only on the periphery of the social housing provision and management process, this position is changing rapidly. HBF and our members are, therefore, keen to ensure that any new regulations or processes continue to allow flexibility and encourage innovative approaches to social housing provision that are as practical and effective to the private sector as well as the public and RSL sectors. 

We look forward to seeing the deliberations of the review team in due course and would be more than happy to facilitate further discussions with HBF members as necessary.

Yours faithfully
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Andrew Whitaker

Head of Planning
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