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4 Summary The Decent Homes Programme

Summary

1 The Decent Homes Programme (the Programme), overseen by the Department
for Communities and Local Government (the Department), aims to improve the
condition of homes for social housing tenants and vulnerable households in private
sector accommodation in England. The Department has set a ‘decency’ standard

to which all social rented homes should be improved and, in some cases, allocated
funding to enable that improvement. The Department recognised that in many cases
these improvements would be made in the context of wider neighbourhood renewal
programmes. The Programme also aims to improve the quality of housing management
and increase tenant involvement in local housing decisions. As at December 2008,
responsibility for delivering the social housing element of the Programme was transferred
to the Homes and Communities Agency (the Agency).

2 The Programme was introduced in 2000 against a large backlog of repairs in local
authority housing, estimated at £19 billion in 1997. At the start of the Programme it was
acknowledged that, in addition to the backlog, homes would also become non-decent
as the Programme progressed. As at April 2001, there were 1.6 million ‘non-decent’
homes in the social sector, 39 per cent of all social housing.

3 Figure 1 sets out the delivery mechanisms for the Programme, which reflect the
Government’s intention, set out in “Quality and Choice” (December 2000) to provide

a degree of local authority and tenant choice in local housing decisions. All local
authorities with sufficient resources (including those available from the then newly
introduced Major Repairs Allowance) could implement the Programme and retain day-
to-day management of their housing stock. Where additional resources were required,
there were three options for the future management of the stock which were designed to
improve performance:

an Arms Length Management Organisation (ALMO) — a company set up by a local
authority to manage and improve all or part of its housing stock. When an ALMO
is established, the housing stock remains in the ownership of the authority but the
ALMO takes responsibility for day-to-day management;

a Private Finance Initiative (PFIl) provider. Under PFl, the public sector enters into a
long-term contractual arrangement with private sector companies to design, build,
finance and operate an asset; or

transfer of stock to a Registered Social Landlord following a tenant ballot — not-for-
profit organisations that include housing associations, trusts and cooperatives.
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6 Summary The Decent Homes Programme

4 The Programme has been subject to two reviews by the Communities and Local
Government Select Committee, one completed in 2004 and the other in train at the
time this report was published. In its 2004 report the Committee looked in depth at the
appropriateness of the Decent Homes Standard (the Standard), and our report does not
therefore cover this issue.

The Programme’s achievements

5  The Programme has improved housing conditions for over a million households,
reducing the percentage of non-decent social homes to 14.5 per cent as at April 2009.
As of November 2009, the Department estimated that around 1.4 million local authority
homes received work under the Programme at an estimated cost to the Department
of £22 billion." In addition, tenants were involved in local delivery, with many having a
significantly greater influence over their housing service. The Programme has resulted
in a number of other benefits, including better management of housing services, better
asset management processes and the creation of jobs. Many social landlords also
improved their purchasing efficiency and economies by using procurement consortia,
saving an estimated £160 million, with potential savings of up to £590 million.

6  Registered Social Landlords have reduced the percentage of their non-decent
homes to eight per cent from a maximum of 21 per cent. The majority of these homes
were improved at no direct cost to the taxpayer as the Department enabled, through

the regulatory system, these Landlords to implement the Standard at their own

expense, despite it not being a statutory requirement. The Department has put in place
a framework to ensure that these Landlords gave a high priority to asset management
and maintaining and improving all their homes to the Standard. Under the proposed new
regulatory standards to apply from April 2010, Registered Social Landlords will have to
maintain their housing to this Standard in the future.

7 ltis difficult to fully isolate and quantify the Programme’s achievements, partly
because social landlords’ capital investment programmes do not isolate the cost of
Decent Homes from other capital works. This, as well as issues with data collection and
quality, has made it difficult to fully quantify the Programme’s achievements.

Progress towards targets

8  The Department set two main targets for the Programme: that all homes in the
social housing sector should be ‘decent’ by 2010, and that 70 per cent of vulnerable
households in the private sector should be in decent accommodation by the same
date.? In June 20086, the Department announced that the complexities of the Programme
meant some aspects would take longer to complete. Therefore it was expected that

95 per cent of social homes would be decent by the end of 2010.

1 The £22 billion comprises additional Departmental funding specifically for the Programme, and funding provided
for major repairs between 2001-2009. It is not known how much of this major repairs funding has been spent on
the Programme.

2 Avulnerable household is one in receipt of at least one of the principal means-tested or disability-related benefits.
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9  According to returns from landlords, as at April 2009 almost 86 per cent of homes
in the social sector were decent, a reduction of approximately 1.1 million in the number
of non-decent homes. The Department estimated in November 2009 that 92 per cent

of homes will be decent by the end of 2010, leaving approximately 305,000 properties
non-decent but with work partially completed, underway or planned. The 2010 target
has not been met because it has taken longer for local authorities to put in place and
implement their preferred route for delivery and for some ALMOs to achieve the required
inspection rating, and because of the length of the process in place to access funding.
The Department estimates that the number of non-decent homes will be reduced by
two-thirds to 124,000 by 2014, with work on remaining properties completed by 2018-19.

10 The Department had made good progress towards the 70 per cent target and

by April 2006 68 per cent of vulnerable households in private sector accommodation
were in decent homes, compared to 57 per cent in 2001. The introduction of the more
demanding Housing Health and Safety Rating System, however, increased the number
of households in non-decent homes, with 61 per cent of vulnerable private sector
households in decent homes at April 2007. Because of the non-ring fenced nature of
funding they receive from the Department for private sector renewal, authorities may
use the funding to support any of their capital programmes. Therefore, the Department
can only estimate how much has gone towards Decent Homes in the private sector —
approximately 60 per cent of available funding, in total £1.2 billion from 2001 to 2011.

11 There are some risks to the completion of work and future sustainability:

Local delivery 11 ALMOs have yet to achieve the required inspection rating
to access funding, while eight retaining authorities have yet to finalise their
delivery plans.

Funding In July 2009, the Department announced that £150 million of the Decent
Homes social housing budget for 2010-11, and £75 million allocated for private
sector renewal, would be used to fund the construction of new affordable homes.
Some ALMOs that, at the Department’s request, rescheduled their programmes
beyond the 2010 deadline have yet to receive any funding allocations beyond the
current spending review period, although the Department has given a commitment
to fund the remainder of the Programme. It has also included proposals for
increasing the resources available to retaining authorities and ALMOs for future
housing maintenance in its proposed reforms of council housing finance. Unless
a plan is put in place to appropriately fund housing repairs, there remains a risk
that a backlog will again build up, reducing the value for money of what has been
achieved so far.

Current economic conditions The recession may increase the number of
vulnerable households in private sector accommodation. It is also likely that private
home-owners will have less money to spend on their properties.
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Programme funding

12 The Department’s primary means of securing value for money from Decent Homes
funding was to scrutinise the options appraisals prepared by local authorities and assess
any bids for funding required to facilitate stock transfers or the setting up of an ALMO.
The Department used these processes to ensure that the correct level of investment for
individual schemes was established prior to entering into financial commitments. This
scrutiny included regular use of advice from the Building Research Establishment on

up to date building costs and assessing and challenging proposed unit costs. As part
of fixing funding at the outset the Department required landlords to meet any price
increase through efficiencies. Before subsequent tranches of funding were released

the Department reassessed whether the total amount of agreed assistance was

still required. We found that these scrutinies were carried out effectively and were a
significant control in obtaining value for money for the funds provided.

13 The Department also used the existing regulatory framework of Audit Commission
inspections® and Registered Social Landlord registration with the housing regulator® to
ensure that social landlords in receipt of funding were well placed and would deliver.

In addition, it commissioned a National Change Agent to improve the procurement of
refurbishment works. More could have been done, however, to make use of the data

it received from authorities to analyse outturn costs, including cost per home made
decent, and to identify whether the amount of assistance was reasonable and had been
used well. This could also have helped it identify and further disseminate good practice.

14 The Department has good records of, and controls over, the funding it gave directly
to housing providers, but it can only estimate how much of the £16 billion it gave through
other channels (the Major Repairs Allowance and the Regional Housing Pot) was spent

on Decent Homes. Therefore, it can only estimate how much it will spend in total on

the Programme. The Department consider that to identify how much of the £16 billion

was spent on the Programme would have added complexity and expense to landlords’
administrative systems and acted as a disincentive to efficient procurement as landlords
do not record capital investment expenditure against specific income streams. It estimates
that the total cost to the social housing sector by 2010-11 will be over £37 billion.

15 The Department carried out research into some aspects of the Programme in 2005.
In December 2009, the Department announced an evaluation of the Programme to
establish how social landlords achieved value for money and to enable them to share good
practice, to inform and support those authorities who had not yet met the Standard.

3 The Audit Commission inspects ALMOs and Registered Social Landlords, and awards a rating from zero to three
stars (three being the highest) based on performance.

4 In December 2008 responsibility for the regulation of social housing transferred from the Housing Corporation to
the Tenant Services Authority.
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The Department’s oversight of the Programme

16 The manner in which the Department has overseen the Programme reflects

its approach of setting the strategic framework to enable local bodies to deliver. We
consider that there are a number of areas where the Department could have done more
to promote value for money through devolved delivery:

Preparing an estimate of the cost of making homes decent by 2010 before
announcing its policy to do so. The initial cost estimate of £19 billion

(paragraph 2) covered only local authority housing and did not include the

cost of making decent any homes that fell below the Standard during the

course of the ten-year Programme. The lack of a clear estimate at the outset of
the Programme, together with the lack of reliable information on actual total costs,
means that the Department has not been able to periodically compare actual
total costs to estimates to establish reasons for any variances. The Department
did provide guidance for landlords as to how to estimate and predict the level

of investment needed, but considers that it was impractical to come up with such
an estimate at a national level because of the range of local discretion allowed.

Ensuring that monitoring information submitted by local authorities was complete

and of good quality to enable it to identify accurately how many homes have been
made decent and at what cost. The Department can identify the reduction in non-
decent homes at the end of the year, but not how many were made decent in year.

Making greater use of monitoring information. When assessing bids for ALMO and
gap funded stock transfer funding, the Department used cost information from the
Building Research Establishment (paragraph 12). It could, however, have made
greater use of the information it had on costs and numbers of homes made decent
in the local authority sector to analyse, as the Programme progressed and as

each scheme completed, the cost-effectiveness of different approaches to identify
instances of good refurbishment practice and value for money.

Undertaking reviews on completion of refurbishment work by those local bodies to
which it gave financial assistance to establish whether the amount given had been
reasonable and used well.

Carrying out much earlier the major review it now proposes so that value for
money and good practice could be disseminated whilst the bulk of the Programme
was underway.
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Conclusion on value for money

17 Over a million homes have been improved by the Programme and there have
been wider benefits in terms of better housing management, tenant involvement and
employment opportunities. The Programme is regarded as a success by the majority of
stakeholders. Ninety-two per cent of homes managed by social landlords are expected
to be made decent by 2010 compared with the original target of 100 per cent.

18  The majority of homes made decent by Registered Social Landlords were improved
without funding from the Department. In terms of cost to the Department, this therefore
represents good value for money. As regards homes made decent through ALMOs and
stock transfer Registered Social Landlords, the Department exercised effective control
when releasing funds. It also promoted value for money through encouraging use of
procurement consortia.

19  The Department did not, however, review final outturn costs to assess whether the
estimates it made when releasing funding proved accurate. In addition, it did not make full
use of the unit cost information it had available to assess the scope for greater efficiencies.
There are also weaknesses in the information collected by the Department, such as

the total cost of the Programme to itself or to the sector and the number of properties
improved. The absence of such information has reduced the Department’s assurance
that value for money was being achieved and this in itself constitutes a risk to value for
money, because the Department cannot establish definitively whether the Programme has
delivered the required improvements at a cost that was considered reasonable.

20 The Department is committed to funding the Programme and is currently reviewing
the funding mechanism. But, unless a plan is put in place to appropriately fund housing
repairs, there remains a risk that a backlog will again build up, reducing the value for
money of what has been achieved so far.

Recommendations

21 The Department’s evaluation of the Decent Homes programme provides an
opportunity to evaluate further the successes of the Programme and lessons learned,
including the issues raised in this report. As part of that review it should consider:

A What lessons can be learned in terms of policy design, including:

i the benefits of having a clearer idea of the cost of a policy or strategy before it
is implemented;

i how far mechanisms can be put in place to monitor the overall cost-
effectiveness of a policy during its implementation, while balancing the wider
government aims to reduce information burdens and costs of monitoring on
local authorities and other delivery partners;

iii  the need to collect information more routinely on wider benefits such as
tenant satisfaction or job creation;
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iv  whether the Department could have encouraged better devolved delivery by
making more of its unique position, that of having oversight of all the strands
of the Programme, to have a more structured approach to capturing and
disseminating good practice and data on how other landlords are doing, for
example on unit costs, rather than rely on other bodies and networks to do
this; and

v what impact key policy decisions, such as the decision not to provide
additional funding if local authorities retained their stock, have had.

The Department should obtain more visibility over the way the funding it has
provided to local authorities to support improvement to private homes has been
used, in order to assure itself that value for money has been achieved.

As the Department reviews the funding mechanism, it should consider as a priority
how to appropriately fund housing repairs so the Standard is maintained and
another backlog avoided.



