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As well as disrupting housebuilding over the course of last year, the Covid-19

pandemic also affected housing investment plans for future years. Responses

to the pandemic may have been influential in the Westminster government’s

decision to make a modest increase in investment from 2021/22 onwards, while

they certainly delayed investment decisions in Scotland, Wales and Northern

Ireland because of uncertainty about future levels of resources that the devolved

governments would receive from Whitehall. Hopes of a ‘green recovery’ or of

affordable housing investment being a tool to boost the economy were only

partially fulfilled, despite representations that the social sector should have a lead

role in the government’s decarbonisation drive. 

This chapter of the Review examines:

• factors affecting social housing investment across the UK

• how government support for social housing investment compares with support

for the private market

• performance in the current Shared Ownership and Affordable Homes

Programme in England and expectations for the forthcoming programme

• output from other sources of investment in England

• expectations and performance from social housing investment programmes in

Scotland, Wales and Northern Ireland.

Factors affecting social housing investment across the UK
While it is too early to reach a full assessment of the pandemic’s effects on

affordable housing provision, figures for completions of new dwellings in the first

half of 2020/21 give an initial impression when compared with the same period in

2019/20. Figures are available for all countries except Wales: assuming the latter

experienced the same fall in output as the rest of the UK (41 per cent), during

April-September 2020 at least 7,600 fewer affordable homes were built than would

have been expected by comparison with the previous year. 

Political changes are having their usual influences on housing investment. The

Scottish and Welsh parliaments face elections in 2021 in which different parties’

affordable housing plans are already prominent (elections in Northern Ireland

have been put back until 2022). While in England the Johnson government’s

increased programme gives fresh priority to low-cost homeownership (see below),

in the other three administrations it seems likely that the focus on delivering social

rented homes will continue.

There will be hangover effects from the pandemic at least into 2021/22, making

any judgements about progress harder to reach than in normal conditions. The

various targets set for housebuilding and for new affordable housing investment

have been affected in several different ways. First came disruptions to construction

activity when work stopped on site or proceeded more slowly; repairs backlogs

also developed. Second, a near-halt in housing market activity hit sales of open-

market and low-cost homeownership units, reducing the cross-subsidy available

for rented housing. In England, for example, by the end of September there were

just over 10,000 unsold properties, slightly fewer than in the previous quarter but

with more than half of these standing unsold for at least six months.1

More broadly, a third factor has been the effects on landlords’ income of increased

rent arrears, on which there are conflicting reports. HouseMark’s forecast is that

social sector arrears could be one-third higher across the UK by the end of 2020/21

than they were at the start of the pandemic. Yet local authorities in England are

forecasting arrears of less than two per cent of their rent roll, while in Scotland

council arrears exceed eight percent, around twice as high as those for Scottish

associations.2 Local authority Housing Revenue Accounts across Great Britain

appear to be robust compared with the critical state of many councils’ General

Funds, but there are concerns about knock-on effects if extra costs are pushed onto

HRAs, and more widely that councillors might become extra-cautious about

making housing investment plans.

Fourth, rent levels are constrained by tenants’ reduced ability to pay, while many

landlords also have higher management costs from providing extra support to

tenants during the pandemic. In both England and Wales rent levels are fixed

against CPI inflation for a further four years. In Scotland rent increases have

typically exceeded inflation, but there are indications that social landlords might

exercise restraint in 2021/22. In Northern Ireland, the Housing Executive’s rent

levels remain pegged at low levels. 
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Yet despite these constraints, social landlords are taking on more debt. Social

housing providers in England are planning ‘a historically high level’ of new debt

over the next five years according to the Regulator of Social Housing, which it

said is ‘underpinned by assumed continued low interest rates in forecasts’. While

for the time being rates seem set to stay low, this is by no means certain in the

medium to longer term.

Apart from pressure to deliver new build programmes, all landlords face the high

costs of decarbonising their stock over the next 30 years (see Contemporary

Issues Chapter 3), and shorter-term pressures to tackle building safety issues,

with some of the landlords most affected also being those expected to contribute

strongly to new build targets. Costs of construction and of land are also

increasing in real terms, with the impact of Brexit on these and other cost factors

still uncertain. In England, additional uncertainty has been created by proposed

changes to the planning system and by the effects of new conditions on

government grant (see below).

In summary, while there may be hopes that social housing investment will

increase across the UK from April 2021, backed by modest increases in grant

programmes, social landlords face more than the usual level of constraints and

countervailing pressures in aiming to meet these higher expectations.

Comparisons of government support for affordable 
and for private market housing
For the first time in the 2020 edition of the Review, this chapter showed the

whole picture of housing investment across the four UK administrations and

how in each case it was split between support for affordable housing delivery 

and for the private market. In the absence of new spending plans from the

devolved administrations, the exercise is not repeated but the Review’s previous

assessments still broadly apply; it is hoped that the comparisons can be resumed

for the 2022 edition. However, the Westminster government’s spending review in

December (known as ‘SR2020’) enables a fresh assessment to be made for

England alone.

Table 2.4.1, on the next page, showing all forms of government support for new

housing investment in England, has been revised substantially for the 2021 Review.

It again identifies support for affordable housing compared with support for the

wider private market, with the latter discussed in the previous chapter. The

timeframe of Table 2.4.1 has shifted forward to begin with 2021/22 and extend

across four years to 2024/25, to coincide with the period covered by SR2020.

Unlike previous versions of the table, it has been possible this time to identify

specifically the spending that falls within this four-year period, enabling a truer

comparison to be made between the two main areas of investment. As in previous

versions, the table excludes support for investment in the existing stock, such as

Disabled Facilities Grants or the new Green Homes Grant (see Contemporary

Issues Chapter 3 for discussion of investment in decarbonisation).

How has the balance of support changed? As it happens, 2020/21 was the final

year for several budget headings that supported both affordable and private market

investment, and only a limited number of new ones were introduced in SR2020.

The changed timeframe, looking strictly at the four years to 2024/25, also affects

the balance. The outcome now is that broadly 46 per cent of government support

is aimed at delivering affordable housing in England, a significant increase on the

25 per cent recorded in the 2020 Review. However, as this chapter shows, much of

this will now be aimed at promoting low-cost homeownership rather than

provision of homes at genuinely affordable rents.

Affordable housing investment in England
The government’s main current support for affordable housing is through the

various editions of the Affordable Homes Programme. During 2020 a new AHP

was announced for the period 2021-26, to succeed the Shared Ownership and

Affordable Homes Programme (SOAHP) 2016-21, due to end in March 2021. 

Figure 2.4.1, reproduced from the UK Housing Review Briefing Paper, shows how 

the new programme compares with recent ones. A government claim that it

represents the biggest investment level for a decade is correct, although should 

be caveated because: 
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Table 2.4.1 Summary of planned government support for affordable and private market new build investment in England, 2021/22-2024/25

Affordable Homes Programme 
2021/22-2024/25

Affordable Homes Guarantee Scheme 

Care and Support Specialised Housing
Fund

Removal of HRA borrowing caps

Sub-total: Affordable Rent and low-cost
homeownership

National Home Building Fund

Help to Buy Equity Loans 

Help to Buy ISA 

Lifetime ISA 

ENABLE Build

Financial guarantees for housebuilding

Sub-total: private market

Overall total

Programme Period

2021/22 onwards

2020 onwards

2021/22

2018/19-2023/24

2021/22-2024/25

2021/22-2024/25

2015/16 onwards

2017/18 onwards

2019/20 onwards

2018/19 onwards

Grant 
(£m)

9,600

–

71

–

9,671

4,870

–

800

2,200

–

–

7,870

17,541

Loan 
(£m)

–

–

–

4,560

4,560

2,200

5,300

–

–

–

–

7,500

12,060

Guarantee 
(£m)

–

3,000

–

–

3,000

–

–

–

–

1,000

4,000

5,000

8,000

Notes

Announced in March 2020 Budget; funding extends to 2025/26 and will be £12,200m in total.

Announced in Spring Statement 2019, to support delivery of 30,000 homes.

Delivery of specialist affordable housing on behalf of the Department of Health and Social Care; figure for 2021/22 only.

Spending forecast from OBR Economic and Fiscal Outlook 2018, 2021/22-2023/24; assumed same spend for 2024/25 as
2023/24. 

Sub-total = £17,231 million (46%)

Revised and increased package of grant and loan funding announced in SR2020 to build homes and infrastructure;
includes Brownfield Fund and loan funding for SMEs and Modern Methods of Construction.

Revised scheme of equity loan support of up to 20% for first-time buyers (in London up to 40%). 

Government house-purchase bonus of up to £3,000 per ISA held by FTBs. Figures based on revised OBR forecast for
2021/22-2024/25 only. This fund is not included in MHCLG budgets. 

Potential FTBs aged 18-40 can pay in £4,000 per year and receive 25% bonus. Figures based on revised OBR forecast for
2021/22-2024/25 only. This fund is not included in MHCLG budgets.

A scheme to support lenders to SME housebuilders, operated by the British Business Bank.

Government approved up to £8 billion in guarantee schemes at Autumn Budget 2017. £3 billion has been allocated to
the Affordable Homes Guarantee Scheme (see above). £1 billion has been allocated to the ENABLE Build scheme (see
above). The remaining £4 billion is not yet allocated but MHCLG continues to consider proposals which may utilise this.

Sub-total = £20,370 million (54%)

Overall total = £37,601 million

Source: Compiled from the Spending Review 2020 and other official sources, in consultation with MHCLG. Includes all programmes with spending in the period 2021/22-2024/25, omitting pre-2021/22 spending where it is possible to
identify it separately.

Programmes aimed primarily at delivering new housing at social rent, Affordable Rent or for low-cost homeownership

Support for housebuilding and house purchase in the private market
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• the programme includes an unspent £700 million from the previous SOAHP,

so the ‘new money’ is in reality £11.5 billion, as noted in Figure 2.4.1 

• of this, £2 billion in funding from 2021/22 had already been announced by the

then prime minister in Autumn 2018, effectively representing a ‘down payment’

on the new programme 

• £400 million of the new money arises from a promise made in 2018 to restore

this amount which was ‘borrowed’ from the SOAHP to pay for emergency

works after the Grenfell Tower fire.

Also, as can be seen from Figure 2.4.1, investment levels at the end of the Labour

Government’s National Affordable Homes Programme were higher, and in real

terms considerably higher.

The Review summarises progress made under the SOAHP as it comes to an end

and looks forward to the new AHP beginning in April 2021. As Table 2.4.1 shows,

there are some other forms of support for affordable housing investment, the most

important of which are referred to later. 

Shared Ownership and Affordable Homes Programme 2016-21 

After various changes, the current SOAHP will have invested approximately 

£7 billion in total, including some funding brought forward from earlier

programmes by the GLA. When it began, the SOAHP was intended to achieve ‘a

decisive shift’ towards low-cost homeownership, but the emphasis later moved

back towards rented housing: first for Affordable Rent and then (in 2017)

provision for social rented homes. The last tranche of funding in 2017 was split

equally between the GLA (for London) and Homes England (for the rest of 

the country). 

In last year’s Review it was reported that the SOAHP was (by September 2019)

committed to producing just over 200,000 new homes across England against a

target of 250,000, and that committed funding by Homes England and the GLA

together had reached almost £7.8 billion. Unfortunately, delays by Homes

England in making data available on the SOAHP mean that the picture of how

many homes the programme will deliver, and other details included in Tables

2.4.2 and 2.4.3 in this chapter of the 2020 edition, can only be updated in

respect of London.

The GLA’s equivalent of the SOAHP is its programme Homes for Londoners

2016-23, with a target to start at least 116,000 ‘affordable’ homes of all kinds in

the period from April 2015 to March 2023 (the end date was put back by a year

in response to the delays caused by the pandemic). Committed funding had

reached almost £4.32 billion by the end of 2020 covering almost 87,000 units

(see Table 2.4.2). The Mayor of London confirmed in November that he was ‘on

track to deliver the remaining starts in the programme, and to achieve 116,000

starts on site by 2023’.3 In terms of the target, the programme’s first three years

produced just over 27,000 starts. The Mayor then aimed for 14,000-19,000

affordable starts in 2018/19 and achieved 14,544. Faced with the challenge of

raising the average to 25,000 starts annually he then achieved 17,256 in 2019/20,

followed in the first half of 2020/21 by just 1,634 (a number severely reduced by

the effects of the pandemic). This leaves 21⁄2 years in which to achieve over 55,000

remaining starts – a feasible but demanding goal.

Timeline of recent Affordable Homes Programmes in England

Affordable Homes Programme

National Affordable Housing Programme 

2008/09-2010/11 £8.9bn total allocation

Affordable Homes Programme 

2011/12-2014/15                 £1.67bn

Affordable Homes Programme 

2015/16-2017/18 £1.4bn (originally £2.9bn)

Shared Ownership & 
Affordable Homes Programme 
2016/17-2020/21 £4.7bn

Additional AHP in Autumn Statement

Dec 2016 £1.4bn

Additional AHP  Autumn Budget 

2017 £2.0bn

Annual spend (allocated) £bn 2.97 0.42 0.42 0.42 0.42 0.5 1.44 1.69 1.95 1.95 1.95 2.44 2.44 2.44 2.44 2.44

2010/11
2011/12

2012/13
2013/14

2014/15
2015/16

2016/17
2017/18

2018/19
2019/20

2020/21
2021/22

2022/23
2023/24

2024/25
2025/26

Affordable Homes Programme 

2021/22-2025/26 £11.5bn

Spending continues

until 2014/15

Underspend of
£700m now
added to AHP
2021/22-2025/26 

Annual allocations based on programme totals

Minor 
overlap 
2015/16

Last year of Labour government programme

Coalition and Conservative government programmes

Figure 2.4.1 Timeline of recent Affordable Homes Programmes in England

Source: Author calculations. 
Note: Annual allocations are based on original or amended programme totals (not outturn spending).
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The Mayor intended one-third of the output to be at close to ‘target’ rents (i.e.

‘London Affordable Rent’) and this target will now be more than met. Most

funding is now allocated at fixed grant levels, with only a minority of approvals

varying from these; they are still as reported in the 2019 edition of the Review,

and for London Affordable Rent units they range from £60,000 to £100,000 

(the latter only for council new build).4

Affordable Homes Programme 2021-26

As noted above, the AHP 2021-26 is worth £11.5 billion in new funding from

April 2021, now split between the GLA (£4 billion for investment in London)

and Homes England (£7.39 billion for the rest of England). This represents 

quite a dramatic shift, since under the SOAHP London had rather more funding

than the rest of England, albeit that the GLA had boosted its share by tapping

into other budgets (see the 2020 Review). The government’s AHP 2021-26 

target is to achieve 180,000 starts by 2026 (with completions continuing 

until 2028). 

Under the new AHP, whether delivered via the GLA or Homes England, rented

homes will now be subject to the new right to shared ownership (RTSO),

allowing eligible tenants to purchase them. There are some exceptions to this

rule, the most significant being that new council housing is exempt. In effect,

therefore, it is housing associations and for-profit providers who will have to

implement RTSO. Concerns have been expressed about the effects of this

requirement on the feasibility and cost of schemes.

In London, the Mayor expects the new allocation to fund 35,000 starts, a

considerable reduction on recent levels.5 There are other key differences. The first

is the dropping of the London Affordable Rent (LAR) model; instead, at least half

of the programme will be aimed at delivering homes at lower, social rents. This

responds to criticisms noted in recent editions of the Review that LAR had led to

rents considerably higher than social rents. The rest of the programme will support

low-cost homeownership, whether via the London Living Rent model or the

government’s revised model for shared ownership. The second key difference is

that fixed grant levels are to be dropped in favour of negotiated ones, reflecting

expected differences in the viability of schemes given the need to meet both the

social rent and RTSO requirements.

Homes England aims to deliver up to 130,000 affordable homes by March 2026,

of which approximately half will be for rent and half for low-cost homeownership.

While building for social rent is included, grant for it will normally be available

only in areas of ‘high affordability challenge’. The programme will therefore

continue to be less useful to northern areas of England, despite the government’s

professed ‘levelling up’ agenda. Ministers nevertheless forecast that 32,000 social

rent units will be built outside London over five years.

Table 2.4.2 Shared Ownership and Affordable Homes Programme 2016-23: London

Units – social rent/ Units – Units – Total units (including Total
London Affordable Rent Affordable Rent Affordable homeownership/ additional units with

London Living Rent tenure unspecified)
Committed grant total (£m)

Grant funded Nil grant Grant funded Nil grant Grant funded Nil grant Grant funded Nil grant

4,317 32,790 7,233 2,036 5,320 27,414 8,574 62,510 24,455 86,965

Source: Data supplied by GLA Homes, January 2021.
Note: Totals include some units whose tenure is not yet decided so they do not appear in the other columns. The total grant figure includes funding approved for strategic providers, some of whose schemes are not yet specified in terms of
nos./types of unit so are not included in the remaining columns. 
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Affordable Housing Guarantee Scheme 2020

A new version of the previously successful Affordable Homes Guarantee Scheme,

which ended in 2016, was announced in 2019 and began in late 2020. The

scheme, labelled AHGS 2020, will provide £3 billion of guarantees to support

delivery of 17,000 new homes in packages of at least £5 million, potentially

alongside grant from the AHP 2021-26. While the AHGS 2020 has been welcomed,

there remain concerns that new development relies ever more heavily on cross-

subsidy from market sales or housing association surpluses, in addition to grant,

and that the limits of what is achievable are close to being reached given the post-

pandemic challenges noted at the start of this chapter. 

Other sources of affordable housing investment in England

In the 2020 edition of the Review, Contemporary Issues Chapter 2 pointed out that

grant funding has become a much smaller factor in driving housing association

investment in recent years, falling to just seven per cent of development costs in

2017. Figure 2.4.2 shows that it is increasing slightly in significance and was

expected to reach nine per cent of development funding in 2020. However, as the

chart makes clear, income from sales, debt and other cross-subsidy make up the

bulk of funding sources for the current programme. New returns not included in

the chart now suggest that associations are likely to rely rather more heavily on

debt than indicated here, with new borrowing reaching £8.4 billion on average

from 2021-25, and a commensurate fall in reliance on income from market sales.

Another vital contribution to affordable housing is provided by ‘planning gain’ (or

‘section 106’), the developer contributions that are linked to private housing

development. In 2019/20, over 27,000 affordable homes were delivered by this

route, of which 3,800 were for social rent. This was 48 per cent of total affordable

output, mostly without grant, similar to the figures for the previous two years. 

The Review’s Autumn Briefing Paper noted that the contributions were worth 

£4.7 billion in affordable housing investment in 2018/19, more than double the

value of that year’s funding via the AHP. Several proposed reforms of the planning

system put this output at risk, however. Most importantly, developer contributions

are set to be replaced by a new infrastructure levy to be set at either a standard 

or geographically based rate, applying to all developments over a threshold. 

As the Review’s Briefing Paper pointed out, while the government argues that this

will be more effective than the current system, there are considerable doubts

whether this will be the case, especially given some of the details of the proposals.

Direct investment by local authorities in new and existing stock is an increasingly

important contributor to affordable homes investment. Overall capital expenditure

by local authorities on housing reached a low point in 2011/12 of just £3.3 billion,

before council housing became self-financing. Following this reform it climbed

almost to £5.9 billion in 2017/18, fell slightly to £5.5 billion in 2018/19 but rose

again to just over £6 billion in 2019/10 (see Compendium Table 64). This includes

some non-HRA capital spending and also spending by the GLA (which is 13 per

cent of the total). The 2020 edition of the Review warned that an increase in interest

rates by the Public Works Loan Board might affect investment, but the increase was

quickly reversed (in March 2020) and rates resumed their earlier low levels. 

Another negative effect on councils’ investment capacity that has now been 

removed was the compulsory reduction in their rent levels that began in April 2016.
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Source: RSH, Sector Risk Profile 2019, updated in March 2020.  

Figure 2.4.2 Sources of funding of housing association development 
in England, 2017-2024
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Compendium Table 70 shows that local authority Housing Revenue Accounts after

2015/16 have consistently run at somewhat lower income levels than was the case

before the change took effect. However, from April 2020 councils (and housing

associations) have been able to make annual rent increases of up to CPI +1%.

Figures for HRA income in 2020/21 should therefore show a recovery, although of

course this may itself be affected by the extra arrears resulting from the pandemic,

noted above. 

Last year’s Review was optimistic about the prospects for a further increase in

council housing investment because of the removal of caps on borrowing in 2018,

and indeed overall council investment increased to £6.1 billion in 2019/20 from

£5.5 billion in 2018/19. However it has yet to be seen how 2020/21 investment

levels were affected by the pandemic. In this respect the new AHP will be a mixed

blessing: on the one hand Homes England now offers local authorities the benefit

of strategic partnerships, but on the other there is no extra incentive to build for

social rent (which many prefer); the GLA is making a strong push for more social

rent but within a smaller programme than it had before.

Output of recent programmes in England

The previous government made various statements implying a rolling target of

50,000 new ‘affordable’ homes annually. The Review has regularly reported the

evidence that this target is too low, and that 90,000 new social rented units are

needed annually to meet new demand and address the backlog of need in

England, a figure now likely to be insufficient given the effects of the pandemic

(see Commentary Chapter 2).

In assessing progress against its target, the government uses figures for gross

affordable housing supply, including homes generated from social landlords’ own

resources. Output of the AHP and related programmes is shown in Compendium

Tables 20a and 20b, which cover all ‘affordable’ output. They show that, after a

peak in completions at the end of the previous Affordable Homes Programme in

2014/15, numbers fell sharply but then grew steadily again. In 2018/19, they

reached 57,485 completions, above the target level, and again rose slightly in

2019/20 to 57,644. Within the total, partly as a result of the GLA’s programme,

social rent output appears to have stabilised but as yet shows little sign of

increasing.6 As noted at the start of the chapter, figures show that total output fell

considerably in the past year: starts under grant-funded programmes in the first

half of 2020/21 were just 10,531 compared with 17,980 for the equivalent period

in 2019/20.

Impacts of Affordable Rents in England on stock, rents and lettings
In April 2020 local authorities held just 25,503 newly built or acquired units let 

at Affordable Rents (AR). The stock of AR dwellings let by housing associations

had risen to 268,771 by April 2020.7 Over the eight years April 2012-20, the 

net loss of social rented stock across the sector for various reasons reached 

209,000 units, despite the building of 70,000 new social rented homes over the 

same period. CIH has been issuing regular warnings about the decline in the 

social rented stock, which has now fallen by five per cent since 2012 when AR

lettings began.8

The Affordable Rent levels that have resulted from the current SOAHP cannot be

updated for England outside London but are likely to remain close to the figures

set out in Table 2.4.4 of the 2020 Review. In London, the comparable average rent

for ‘other’ Affordable Rent dwellings is £192 per week, or 55 per cent of average

market rents. The Mayor’s decision to focus on building for social rent rather than

the misleadingly named London Affordable Rent (LAR) from 2021 onwards

should result in rents being set at lower levels: the London Tenants Federation has

evidence showing that under LAR, rents and service charges for tenants of new

homes are between £12.66 and £42 per week higher than existing tenants’ rents.9

Scotland’s affordable housing investment
Scotland’s strong emphasis on support for affordable homes in its housing

investment plans is marked by its target of delivering 50,000 affordable dwellings

over the five years of the current Scottish Parliament; 35,000 of these are intended

for social rent. Originally, £3.3 billion was committed for the Affordable Housing

Supply Programme (AHSP), but the eventual budget allocation is £3.5 billion. In

the 2020 edition of the Review, Table 2.4.5 provided a summary of overall Scottish

Government (SG) support for housing investment over the five years 2016/17-
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2020/21, showing that assistance for affordable housing forms 85 per cent of the

total. New data are not yet available to provide a fresh summary, which may be

possible in the Review’s 2022 edition.

The scale of the challenge in meeting the target output can be seen from Table

2.4.3, which shows that completions for the first four years fell below the required

10,000 annual average, although for two years the shortfall has been relatively

small. Completions totalling around 15,000 are required by March 2021 to meet

the original target, but of course this is now impossible to achieve because of

delays caused by the pandemic. Evidence on whether the target has been ‘met’ will

therefore not be available until well into 2021/22, although an encouraging sign is

that approvals continued to exceed target levels in 2019/20, including a strong

uplift in social rent approvals, so that 50,000 units should be delivered if nearly all

approvals result in completions; the social rent target may also be achieved

although this is less certain.

If the social rent target were to be achieved, the net growth in Scotland’s social

rented stock should be about 25,000 over five years (allowing for demolitions and

sales), to reach a total of close to 620,000 units by 2021.10 This contrasts with

England where there has been a considerable net loss of social rented units, as

noted earlier in this chapter. In the 2020 edition of the Review, Figure 1.4.3

illustrated how Scotland’s rate of delivering new affordable homes per head of

population was (in March 2018) the highest of the four UK administrations: while

the chart cannot yet be updated, it would likely produce the same outcome for

March 2020.

The AHSP is made up of a variety of different grant mechanisms and loan and

equity funding and the following also currently contribute to the AHSP delivery

figures: 

• The Local Affordable Rented Housing Trust, a charity to provide long-term mid-

market rented housing launched in 2015, is funded by a £55 million SG loan

with £65 million of private finance. So far it has supported over 800 homes

occupied, under construction or in the planning process. 

Table 2.4.3 Scottish Government Affordable Housing Supply
Programme: completions 2016-2020

Type of AHSP activity 2016/17 2017/18 2018/19 2019/20 Total
(4 years)

RENT
Social rent
Housing association rent New build 2,571 3,005 4,022 4,219 13,817

Rehab 389 562 261 202 1,414
Council house rent New build 1,106 1,187 1,674 1,459 5,426

Rehab 196 155 54 54 459
HA/Council Off the shelf 279 346 551 990 2,166
Home Owner Support Fund  (rent) Off the shelf 65 39 32 28 164

Total Social Rent 4,606 5,294 6,594 6,952 23,446

Affordable rent
Other affordable rent New build 747 990 974 881 3,592

Off the shelf 126 117 2 19 264
Rehab 14 42 1 67 124

Total Affordable Rent 887 1,149 977 967 3,980

AFFORDABLE HOMEOWNERSHIP
New supply – shared equity 

and shared ownership New build 183 165 162 197 707
Off the shelf 0 0 0 4 4
Rehab 0 0 0 0 0

Council shared equity New build 0 0 25 7 32
Other affordable homeownership New build 30 17 14 14 75

Off the shelf 0 0 0 0 0
Rehab 0 187 0 0 187

Open Market Shared Equity (OMSE) Off the shelf 1,653 1,766 1,797 1,145 6,361
New Supply Shared Equity New build 0 0 0 0 0

(Developers)
Home Owner Support Fund Off the shelf 0 0 0 0 0

(Shared Equity)

Total affordable homeownership 1,866 2,135 1,997 1,367 7,366

TOTAL AFFORDABLE HOUSING SUPPLY 7,359 8,578 9,568 9,286 34,792

Source: Scottish Government Affordable Housing Supply Programme summary tables.
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• Places for People MMR Fund, for which £47.5 million of SG loan funding was

agreed in 2018, has raised more than £140 million in total investment. So far it

has supported over 1,000 homes occupied, under construction or in the

planning process.11

• The Rural and Islands Housing Funds were launched in 2016 to increase the

supply of affordable housing of all tenures within the AHSP and are open to

applicants not able to access traditional funding. The fund, worth up to £30

million, will now run beyond March 2021, and has approved delivery of

around 250 homes to date. 

Affordable housing is also delivered through developer contributions (including

‘section 75’ contributions) although statistics are not collected at national level.

There have been calls from CIH and others for a somewhat larger budget

commitment from 2021/22 onwards of £3.4 billion (£675 million per annum) to

fund a five-year programme, aimed at delivering 53,000 units of which 37,100

would be for social rent.12 The Scottish Government’s Infrastructure Investment

Plan for the five-year parliament includes almost the level of spending called for,

allocating £3.3 billion in total for affordable housing. 

The Scottish Budget for 2021/22, announced in January, allocated £711.6 million

to the AHSP for the coming year, of which £667.6 million was capital grant. This

was a reduction on the allocation for 2020/21, largely because of a significant fall

in the total SG budget for financial transactions and for capital grant, arising from

wider cuts in the UK government’s SR2020. The SG reported that it had protected

the housing budget as far as possible and in early March an increase in the AHSP

was announced, raising the total allocated to £831.6 million, of which £767.6

million is for capital grant.

Audit Scotland published an assessment of the AHSP in April 2020 which

concluded that the original targets would likely be achieved but that risks

remained. These included construction-sector limitations, the capacity of council

planning and building control services, the back-loading of the programme and

uncertainty about post-2021 funding.13 Audit Scotland’s recommendations

included a call for the early announcement of the next five-year programme, to

which the Scottish Government responded by provisionally allocating £300

million and later a further £200 million to be guaranteed from April 2021. Work

on its longer-term housing goals, set out in December 2019 in the consultation

paper Housing to 2040, has been delayed by the pandemic but restarted late in

2020.

The Scottish Housing Regulator (SHR) continues to affirm that social-sector

finances are strong, while expressing concerns about the effects on finances of the

pandemic and the consequent impact on capacity for development and planned

maintenance.14 SHR has repeated earlier warnings about rent increases that exceed

inflation, although social landlords raised rents on average by 2.5 per cent in

2019/20, a somewhat lower increase than in the previous year. Average housing

association rents reached almost £88 per week, £12 higher than local authority

rents. The SHR’s National Panel of Tenants and Service Users found that 14 per

cent had difficulties in affording their rent at the time of the survey, although this

was pre-pandemic, and the current picture is likely to be worse given indications

of higher rent arrears. Some housing associations are said to be contemplating

lower increases in April 2021 than in 2020.15

The Scottish Housing Quality Standard (SHQS) remains the basic standard for the

social rented stock. Landlord reports to the SHR continue to show that 94 per cent

of their stock meets the standard, a similar level to the last two years. Recent data

from the Scottish House Condition Survey (SHCS) reported much lower levels of

compliance with the SHQS: according to the 2019 survey, 41 per cent of social

stock (not allowing for abeyances and exemptions), was non-compliant, mainly

because of energy-efficiency issues (see Compendium Table 26c). However, these

figures are not directly comparable: the SHCS may, for example, undercount the

extent of cavity wall insulation, and if this element is excluded the SHQS failure

rate reduces to 28%. 

The Energy Efficiency Standard in Social Housing (EESSH) sets a minimum

energy-efficiency rating according to property and fuel type. Social landlords had

until December 2020 to meet the first milestone for the EESSH and landlord
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reports to the SHR indicate that 87 per cent of homes within the scope of the

standard now meet it. A new post-2020 standard (EESSH2) has been confirmed,

which is highly ambitious: for all social housing to meet, or be treated as meeting,

EPC Band B, or to be as energy efficient as practically possible by the end of

December 2032 (within the limits of cost, technology and necessary consent). The

SHR is consulting on the indicators to be used, which will take effect in 2021/22.

Affordable housing investment in Wales
The Welsh Government’s target for its five-year assembly term is to deliver 20,000

additional affordable homes and meet the Welsh Housing Quality Standard in its

social housing stock, set out in its national strategy Prosperity for All. The bulk of

the total – 13,500 units – falls under the traditional definition of affordable

homes; 6,000 are for homeownership via Help to Buy – Wales and a further 1,000

for Rent to Own and other shared-ownership schemes.

The range of initiatives contributing to both affordable and private market

housing in Wales was summarised in Table 2.4.7 in the 2020 edition of the Review.

The total being made available over the two-year period 2019/20-2020/21 is

£1,039 million, of which 74 per cent is support for affordable housing and 26 per

cent for the private market (programmes supporting the private market are

referred to in Commentary Chapter 3.) The Welsh Government promised

affordable housing investment of £1.7 billion over the five-year assembly term

which ends in March 2021. The main item in the budget is social housing grant

for housing associations, for which the final budget allocation in 2020/21 has

been confirmed as £223.2 million. An announcement in December 2020 of

budget allocations for 2021/22 awarded an initial £200 million to social housing

grant, although in March this was raised to £250 million and it may well be

followed by supplementary allocations during the year.

Provisional figures for 2019/20 indicate that affordable output jumped to 2,940

homes in the fourth year of the current programme, the highest annual total to

date (see Figure 2.4.3). Assuming these figures are confirmed, 10,394 units will

have been delivered in four years, leaving some 3,100 to be delivered in 2020/21 

to meet the target. This seems unlikely to have happened, given delays caused 

by the pandemic, but progress towards the overall 20,000 target has been boosted

by the continuing success of Help to Buy – Wales which led to 8,503 purchases 

by the end of 2020.

The Welsh Government’s Independent Review of Affordable Housing Supply

(IRAHS) in 2019 aimed to set ‘even more stretching targets in the future, in

response to a range of housing needs’. Its main recommendations on investment

include developing a five-year Affordable Housing Supply Partnerships model

which combines grant funding certainty and flexibility whilst testing the value for

money of grant funding. It argued that the use of both grant and equity funding

interchangeably would achieve maximum value. It recommended the

consolidation of the different funding streams by which the Welsh Government

supports housing investment. These recommendations should influence the new

parliament’s programme, which also needs to take account of updated estimates

indicating an annual need of between 3,000 and 3,900 affordable homes, rather

higher than current delivery levels. Calls have been made for a new programme to

target the building of 20,000 affordable homes during the next five-year

parliament, to meet this level of need: Welsh Labour have endorsed this call and

Plaid Cymru have called for the target to be raised to 30,000.
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Some progress has been made in implementing other aspects of the IRAHS. A

policy on rents was set for the five-year period from April 2020, prescribing

maximum increases of CPI + one per cent, with the proviso that CPI must fall

within a certain range. August 2020 saw the start of consultation on mandatory

quality standards for new housing. In March, the Homelessness Action Group set

out how homelessness can be ended in Wales (see Commentary Chapter 5). The

Welsh Government is also committed to ambitious targets to achieve

decarbonisation of the housing stock (see Contemporary Issues Chapter 3).

However, progress on many of the IRAHS recommendations will be contingent on

the policy priorities and resource allocations of the new assembly.

Previous editions of the Review have noted the innovation represented by the

Welsh Government’s Housing Finance Grant, a scheme of ongoing revenue subsidy

for social housing providers as an alternative to capital grant which aimed to boost

capital investment by £250 million in total. Another development has been the

Innovative Housing Programme, now in its fourth year. With a budget of £25

million in capital and £10 million in loan funding in 2020/21, the current round

focuses on pioneering the use of modern methods of construction. The intention

is to explore techniques which can then be rolled out more widely, in line with a

recent report Reimagining social house building in Wales. Previous rounds included

provision of both temporary and permanent accommodation to meet

homelessness requirements.

There has also been a commitment to meet the Welsh Housing Quality Standard

(WHQS) by the target date of the end of 2020, as required by legislation. In

meeting this target, it is local authorities who faced the biggest challenge since

traditional housing associations, with their generally newer stock, had already

achieved 99 per cent compliance. By March 2019, 92 per cent of council housing

was compliant overall (subject to disregarding ‘acceptable failures’ to meet the

standard). Performance at March 2020 is still unreported, but four councils

(Caerphilly, Wrexham, Flintshire and Swansea) have been given an extra year by

which to meet the target, suggesting that the December 2020 deadline may have

been met in all but these cases.

Stock-retaining councils receive revenue funding (the Major Repairs Allowance) to

assist towards the costs of meeting the WHQS; housing associations formed through

stock transfers from councils get dowry gap funding to underpin their investment

generally. Recommendations in the IRAHS included a review of the future of both

kinds of support, which in 2020/21 amounts to £60 million for major repairs and

£44 million in dowry funding. The IRAHS indicated that once these landlords deal

with the backlog of work to meet the WHQS, their need for funding should be kept

under review, although the ongoing call on resources to decarbonise the housing

stock was also recognised.

In any event the Welsh Government has now commissioned a ‘summative

evaluation’ of the WHQS to assess the extent to which it has been achieved and ‘the

social, economic and wellbeing related outputs of delivering it’. The findings will

lead to recommendations for the development of the next iteration of the WHQS. 

Affordable housing investment in Northern Ireland
After a three-year political stalemate, the Northern Ireland Assembly has completed

its first year of renewed operation, made a strong commitment to social housing

and allocated £136 million to the Social Housing Development Programme in

2020/21. 

Northern Ireland’s current social housing target is based on starts, aimed at 1,850

annually. Delivery fell only a little short of this target in 2018/19, but the Social

Housing Development Programme (SHDP) is a rolling annual allocation which

means that investment is backloaded; this had a marked effect in 2019/20. New

starts in the early months of 2020 were hit by the beginning of the pandemic, and

as a result total starts fell to 761 in 2019/20, fewer than half their previous level.

Then in the first half of 2020/21 there were only 341 starts, again reflecting delays

during the pandemic, although of course figures should pick up over the second

half of the year.

The original commitment in the 2016-21 Programme for Government was to start

an extra 9,600 social homes over the five years, an average of 1,920 per year

(together with a further 750 annually for shared equity). The Outcomes Delivery
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Plan reduced the working target for new social units to 7,600 in total or 1,520 per

year. Starts reached this lower level for four years and despite a slump in 2019/20,

a return to pre-Covid levels of activity could still see the working target of 7,600

starts achieved by March 2021. As noted previously in the Review, the total is

helped considerably by ‘off-the-shelf’ and other purchases, which accounted for

more than 20 per cent of starts between 2016/17 and 2019/20. 

Table 2.4.4 shows completions through the SHDP over 41/2 years to the second

quarter of 2020/21: 6,202 units were completed (including purchases), with an

additional 485 in the first half of 2020/21. In comparison, the equivalent figures

for starts are 5,910 and 341.

Table 2.4.5 shows that the capital finance available for housing within the

Northern Ireland Budget has steadily increased, reaching £131.5 million in

2020/21 (net of receipts). The gross capital budget for this year is £190.6 million,

of which £136.2 (71 per cent) is for the SHDP, £11 million is for intermediate

tenure (co-ownership) housing and £2.5 million is for housing-led regeneration

and other NIHE Budgets. Unlike England, Scotland and Wales, therefore, 100 per

cent of Northern Ireland’s housing capital investment is for affordable provision.

In November 2015, the NI Executive and the UK and Irish governments agreed a

set of actions which were published in the Fresh Start Agreement. Fresh Start

provided a number of financial flexibilities, one of which is that £500 million

funding for shared and integrated education can now be used to support shared

housing projects, with individual projects to be agreed by the UK government.

During 2020/21, the Department for Communities (DfC) received £16.9 million

of Fresh Start funding to deliver additional shared housing, increasing shared

housing delivery from 200 units to 400, contributing to the 2020/21 SHDP target.

The Housing Executive judges that about 2,000 new social homes are needed

annually but the evidence suggests there may be other constraints on supply, apart

from investment levels (Commentary Chapter 2 looks in more detail at housing

need requirements). The government has pledged to examine needs as part of a

new housing supply strategy, which is still work in progress. A new Northern

Ireland Budget will be decided early in 2021, although the next assembly elections

will not now take place until May 2022; these events should reveal the prospects

for social housing investment going forward.

Previous editions of the Review have reported on the issues raised by the Office for

National Statistics decision to reallocate housing association borrowing across the

UK to the public sector. It took longer in Northern Ireland than for the rest of the

Table 2.4.4 Northern Ireland Social Housing Development Programme –
completions 2016-20 

Type of provision 2016/17 2017/18 2018/19 2019/20 Total – 2020/21 

four years (Apr-Sept)

New build 955 1,146 1,259 1,088 4,448 420

Off-the-shelf 202 159 225 181 767 40

Existing satisfactory purchase 136 129 170 114 549 19

Rehabilitation 46 22 16 48 132 6

Re-improvement 48 51 12 195 306 –

Totals 1,387 1,507 1,682 1,626 6,202 485

Source: Department for Communities, Northern Ireland Housing Bulletin July-September 2020 Table 1.4.

Table 2.4.5 Net housing capital investment in Northern Ireland
£ million

2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21

NI Housing Executive - 32.9 - 38.6 - 17.8
89.9 96.5 97.5 106.9 124.3 131.5

Housing associations 121.7 112.6 113.6

Total 88.8 74.0 95.8 89.9 96.5 97.5 106.9 124.3 131.5

Source: Department for Communities.
Note: Net capital is budgeted expenditure minus receipts. It excludes Financial Transactions Capital (FTC)
funding allocated by the UK Government. FTC can be used as loans or equity investment for capital projects
delivered by private sector bodies.

}
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UK for this reclassification to be reversed, but this finally happened in October

2020. The ONS notification letter cited various decisions about the relaxing of

regulation or control of associations that had influenced its judgement. One of

these was the ending of the requirement to be part of the house sales scheme

(Northern Ireland’s equivalent of the right to buy); after a two-year transition

period, in August 2022, housing associations will exit the scheme. The

consultation on this had floated the idea that the scheme should also cease to

apply to the Housing Executive’s stock, a suggestion supported by CIH and others,

but the legislation brought forward in the Housing (Amendment) Act (Northern

Ireland) 2020 applied only to housing association sales and, at the time of writing,

no proposals for change to the Housing Executive’s house sales scheme have been

made. While Northern Ireland therefore missed the opportunity to follow Scotland

and Wales in ending such sales across its social housing stock in 2020, the

communities minister committed to consult on the future of the Housing

Executive’s scheme as soon as practicable, with an intention to make changes

before the end of the current electoral mandate. 

Behind this issue was another raised regularly in the Review: the future of the

Housing Executive itself. As reported previously, structural funding problems have

constrained the NIHE’s ability to meet required investment in its stock of 85,000

dwellings, estimated in 2018 to be £7.1 billion over 30 years (requiring on average

£237 million per annum), and now likely to be higher still. Investment in capital

improvements and revenue maintenance to the stock rose to £178 million in

2018/19 but fell to £156 million in 2019/20 and to £135 million budgeted in

2020/21. The March 2021 Budget gave a modest boost to NIHE resources by

exempting it from corporation tax, which has cost it £10-20 million annually. 

For some time the Housing Executive had not been allowed to raise rents to

provide more income; this was due to change with a 2.7 per cent rent increase for

2020/21. While this was deferred until October because of the pandemic, the

decision did at least show recognition of the need for the NIHE to have the

resources needed to sustain services. It does not address the bigger investment

issues, however, whether of those relating to the existing stock or to the possibility

of NIHE again being able to build new homes, as it did until the early 2000s.

In December, the first steps were taken to resolve this question with the

announcement that the DfC would explore plans to formally split the NIHE in

two. Under this model, part would remain in the public sector, but the major

landlord role and the ownership of the stock would move into a new, non-

public body, with the communities minister noting her preference for a co-

operative or mutual model. This could have similar status and operate within

similar financial rules as Northern Ireland housing associations, although of

course it would be many times larger than any of them (unless it was split into

several mutuals). The announcement, while a welcome indication of progress in

addressing this thorny issue, raises several questions in its turn. 

First, the creation of mutuals in England and Wales, such as Rochdale

Boroughwide Housing or Merthyr Valleys Homes, required strong tenant

support and a positive ballot result. Experience in the rest of the UK has shown

that, even where substantial backlogs of work need to be addressed, tenant

support may be difficult to achieve. For example, in the two largest comparable

transfers, involving similar numbers of homes, tenants in Glasgow (85,000

units) voted 58 per cent in favour of transfer while those in Birmingham

(90,000) only voted 33 per cent in favour and the proposal fell.

Second, before matters reach this stage, there are important financial questions

to address, which will undoubtedly influence the outcome or may create

insuperable obstacles. What trajectory of rents will be assumed over the next 30

years, and will this be acceptable to tenants? And what will be the freshly

assessed requirement for work to the stock, to bring it up to a high standard

over that period, including decarbonisation? It seems likely that the new mutual

will need a substantial dowry payment, possibly staged over time as happened

in Wales. Will the Northern Ireland Executive be able to accommodate this cost

within its budget or will it require help from the Treasury?

Third, the Northern Ireland Assembly will presumably want to place some

constraints on the new body, so that it stays within or close to the remit agreed

at the outset. The idea of a ‘golden share’ has been mooted, which may well be

feasible, but is bound to raise issues about what degree of future influence will
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be acceptable if the new body is to stay outside public sector borrowing controls

for accounting purposes.

The fact that a direction of travel has been identified shows apparent willingness to

face these difficult political issues. It is important that this now happens, and that

a long-term future for the Housing Executive, its stock and its service to tenants,

now takes specific shape within a reasonable timescale.
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