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1 ONS (2016), House price index by English region.
2 ONS (2016), Index of private rental housing rental price (IPHRP) in Great Britain,  

results: June 2016.
3 Travers T., Sims S. & Bosetti N. (2015), Housing and Inequality in London.  

Centre for London.
4 Grant Thornton (2016), London employers and assistance to employees with housing.
5 London First (2016), Homes for Londoners. A blueprint for how the Mayor can deliver the 

homes London needs.
6 Centre for Economics and Business Research (2016), for CBI and Peabody, The business 

case for affordable housing.

what  Treasury  press  releases

  

7 Press briefing issued by HM Treasury on 24 November 2015.
8 Mahmoud S. (2016), Who can or can’t afford a Starter Home? It’s debatable.  

Shelter Policy Blog.
9 HM Treasury (2015), Spending Review and Autumn Statement 2015.
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Figure 1 - Reproduced with permission of the Greater London Authority
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i

  

  ii

  
  

  

LONG-TERM PRIVATE SECTOR INVESTMENT

  

  

market  ten  times  faster

14 Ratcliff J (2016) Mass-delivery of manufactured homes for rent Policy Exchange
15 Based on press releases on the Get Living London website where the gap between the 

100th property let and the 1,000th was 214 days, a letting rate of 1,536 homes a year.

CURRENT POLICY: BENEFITS MORE THAN BRICKS

has  diminished,  expenditure  on  affordable  housing  has  risen  

rising  need  for  affordable  housing;  indeed,  by  making  it  harder  

It  is  right  to  argue  that  funding  would  be  better  spent  on  

  households  

10 National Housing Federation (2016): The growing Housing Benefit spend in the private 
rented sector.

11 £1.25bn over the three years, so an annual average of £417m. The Mayor’s Housing 
Covenant: 2015-18 Programme.

12 The 2010 Department of Communities and Local Government Private Landlord Survey 
of just over 1,000 private landlords and agents found that 85 per cent of landlords were 
unaware of the Housing Health and Safety Ratings System.

13 See Annex Two for more information.
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into  affordable  housing  would  be  brokered  by  the  Mayor,  and  

RENTAL LEVELS
  

  
  

  

  

In  order  to  model  the  rents  that  would  be  required  to  support  

  

  

of  the  guarantee,  so  the  rent  would  need  to  support  the  interest  

  

16 See Annex Three.

  
  

  
  

  

THE GUARANTEE
  

  
  

  
  

  

  

iii  This  would  be  the  total  rent  payable  on  the    

Mayor  of  London  to  be  managed  alongside,  but  in  addition  to,    

  

It  would  be  likely  that  the  programme  would  take  a  few    
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LAND AND DEVELOPMENT OPPORTUNITIES

  
  

  

CONCLUSION

  

  
  

  

20 Department for Communities and Local Government ‘Live Table 253 Permanent dwellings 
started and completed by tenure and district’

,  just  a  little  bit    
  

THE LONG TERM IMPACT

  

  

  

17 At £333pw - £1,452 per calendar month, see footnote two.
18 See Annex Three.
19 See Annex Three.
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ANNEX ONE – FUNDING RATES FOR LONG-TERM PRIVATE INVESTORS

  
  

•     Option  one   

•     Option  two   

  

•     Option  three

  

  

  
  

  For  the  amortising  

21 This is considered to be a conservative estimate as the service charge would be available 
to cover a range of management and maintenance expenditure.

ENDNOTES

i Based on current social rents and the current deliver model housing associations are 
able to borrow around £100,000 against the average social rental stream in London, 
compared to costs of an average of £225,000. Housing associations could reasonably 
be expected to add to this with cross-subsidy from existing social rented homes and 
commercial activity but at this scale that, and their overall ability to borrow would be 
diminished, implying a need for higher levels of Government capital subsidy.

ii The housing association model was further undermined by measures in the July 2015 
budget to introduce four years of one per cent rent reduction on all social landlords, 
including housing associations. This was expected, by the Office of Budget Responsibility 
to reduce housing supply by 57,000 affordable homes over the period to 2021, and 
introduce considerable uncertainty to the sector.

iii The average annual rent is calculated at £9,687 per year (£186 per week), inclusive of 
service charge. Multiplied by 250,000 homes the annual rent roll for all of the properties 
would be £2,421,722,500 per year. In reality not all of the households would need full 
Housing Benefit support to cover their rent so the Government expenditure would be 
lower.
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ANNEX TWO – HOUSING BENEFIT CASELOAD AND EXPENDITURE

Number of Housing Benefit claiming households in London by tenure22

 SOCIAL RENTED PRIVATE RENTED ALL HOUSING BENEFIT
 SECTOR SECTOR CLAIMANTS

 INNER LONDON 307,533 182,677 392,867

 OUTER LONDON 236,542 166,660 403,199

 ALL LONDON 544,061 249,432 796,048

Housing Benefit expenditure in London23

 2010/11 2011/12 2012/13 2013/14 2014/15

 LONDON HOUSING 5.54 5.89 6.08 6.12 6.25
 BENEFIT EXPENDITURE 
 (£BN IN NOMINAL TERMS) 

 TOTAL LONDON 18.75 19.51 20.22 19.67 19.90
 WELFARE EXPENDITURE 
 (£BN IN NOMINAL TERMS) 

Comparative cost of Housing Benefit in London by tenure, Feb 2016

 SOCIAL RENTED PRIVATE RENTED AVERAGE
 SECTOR SECTOR DIFFERENCE

 WEEKLY AVERAGE AWARD (£) 124 188 64

 ANNUAL AVERAGE AWARD (£)  6,479.32 9,809.84 3,339.52

22 Source, Department for Work & Pensions table ‘Housing Benefit claimants by Region and 
Local Authority: by Tenure and Passported Status: May 2015’.

23 Source, Department for Work & Pensions table ‘Benefit expenditure by country and region, 
1996/97 to 2014/15’.

24 The National Housing Federation (2016) Op. Cit.
25 Calculated on the basis of 52.18 weeks in a year.

Assumed total construction cost of £225,000 

  2.50% 2.93% 3.13% 3.50% 4%

 INTEREST ONLY (£) 160.76 185.49 196.99 218.27 247.02

 AMORTISING (£) 184.13 204.28 213.93 232.21 257.67

Assumed total construction cost of £275,000 

  2.50% 2.93% 3.13% 3.50% 4%

 INTEREST ONLY (£) 192.71 222.93 236.99 262.99 298.13

 AMORTISING (£) 221.27 245.89 257.69 280.03 311.15

Assumed total construction cost of £300,000 

  2.50% 2.93% 3.13% 3.50% 4%

 INTEREST ONLY (£) 208.68 241.65 256.98 285.35 323.69

 AMORTISING (£) 239.84 266.70 279.57 303.94 337.89
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ANNEX THREE – CALCULATED HOUSING BENEFIT SAVINGS 

  WEEKLY RENT WEEKLY AVERAGE WEEKLY SAVING ANNUAL SAVING
   HOUSING BENEFIT COMPARED TO PRS, COMPARED TO PRS,
   AWARD PER AWARD PER AWARD

 SOCIAL RENT (£) 161  124  64 3,340

 GUARANTEED RENT (£) 186 143  45 2,335

 PRS OCCUPIED 244  188  0 0
 BY HOUSEHOLDS 
 CLAIMING HB (£) 

Once multiplied by the 250,000 properties proposed in this paper the ‘guaranteed rent’ is estimated  

to generate £584m of savings in Housing Benefit a year, compared to the private rented sector.

Greater savings, of £835m a year, could be generated by moving the 250,000 claiming households  

to social rented homes but this would involve an estimated minimum of £28bn of up-front investment  

from Government in the form of social housing grant. This calculation is based on the current social  

rents and the current delivery model for housing associations which enables them are able to borrow 

around £100,000 against the average social rental stream in London, compared to costs of an average  

of £225,000. Housing associations could reasonably be expected to add to this with cross-subsidy from  

existing social rented homes and commercial activity but at this scale that, and their overall ability to 

borrow would be diminished, implying a need for higher levels of Government capital subsidy.

26 Calculated using the average new build social rent in London in 2013/14 (£153pw) 
uprated by CPI +1 per cent in April 2014 and April 2015, GLA Affordable Housing 
Programme Outturn.

27 The National Housing Federation (2016) Op. Cit.
28 Calculated assuming the same relationship between the weekly award and rent  

as social rent (77%).
29 Calculated assuming the same relationship between the rent and the weekly award  

as social rent (130%).
30 The National Housing Federation (2016) Op. Cit.
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