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Foreword

Both the CIH and the LGA have long been engaged in looking at the related issues of the organisational
structures for council housing and the means by which more investment might be brought in, to tackle
the extensive backlog of disrepair. Both bodies are conscious that, although options such as stock transfer
may be attractive to some councils, other councils and tenant groups want to explore options which
retain council ownership of the housing stock, albeit with greater management and financial autonomy
and more tenant involvement in management. 

The Government’s Comprehensive Spending Review made it clear that, for the time being at least, there is
no prospect of the fundamental changes in the public finance regime which both CIH and LGA had
advocated. Such changes would have allowed councils to set up wholly-owned bodies controlling their
housing stock, which could raise new investment outside present constraints. However, in its Housing and
Regeneration Statement the Government did express an interest in new structures for council housing,
which would separate the strategic and the landlord role of local housing authorities.

This paper has been commissioned by the CIH and LGA to put forward options for implementing such a
new approach. These could, if the Government wished, be explored simply for whatever merits they may
have in their own right. However, both organisations want to use discussion of these alternatives to
explore the possibility for linking their development to ways of addressing council housing’s pressing
investment needs. We believe that in the search for Best Value, tenants will want to see not only that
housing will be better managed, but also that it will be improved.

The paper has been prepared for CIH and the LGA by HACAS and Trowers & Hamlins, as part of a larger
project for CIH sponsored by the Halifax. It is being published to contribute to the discussion on the
future of council housing.

Chartered Institute of Housing 
Local Government Association
April 1999
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1.1 The Government is keen to encourage local authorities to develop new structures for managing
local services in the 21st century. In particular, in its Housing and Regeneration Statement in
July1998 following the results of the Comprehensive Spending Review, the Government
expressed a wish to promote the separation of the strategic housing and landlord roles of local
authorities.

1.2 The CIH and LGA are committed to making a contribution to developing structures that
encourage efficiency, involve service users and promote accountability. This paper outlines five
different approaches to developing structures for managing and maintaining council housing
within the context of the Government’s fiscal policy and the principles described in Modern Local
Government: In Touch with the People (Cm4014: July 1998).

Introduction1
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2.1 As noted, the Government has advocated that authorities should consider the separation of their
strategic and landlord roles. The CIH and LGA do not consider a more autonomous landlord
approach is necessarily appropriate in all, or even the majority of, cases; they believe that
authorities should be free to decide what arrangements best suit local circumstances. It is clear
from the different approaches developed to date that some local authorities consider there are
real advantages in having a separation of the strategic and landlord roles at operational level,
whereas others find that there are considerable benefits in keeping the strategic and landlord
roles together. The practical implications of different structures for tenants, both activists and
others, need always to be borne in mind; the separation of the strategic and landlord roles may
throw impractical burdens on tenant representatives.

2.2 In light of the Government’s CSR statement, the CIH and LGA are interested in maximising the
options available to those authorities who wish to consider the possibility of a more
autonomous landlord approach, but who do not wish to transfer the ownership or control of
their stock. However, in considering the range of semi-autonomous options, it will be important
to ensure that mechanisms are in place to ensure that the housing management role
complements and informs the authority’s strategic approach. Also, a framework is needed to
encourage inter-service working, to facilitate implementation of the New Deal for Communities,
and to promote neighbourhood renewal through developing links with social services, education
and health.

CIH and LGA views2
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3.1 The strengths of the existing structure for managing local authority housing are that it:
• operates within a clearly defined, democratic and accountable framework;
• provides tenants with security of tenure and other rights which are superior to any other

forms of tenancy;
• provides important examples of good practice which have subsequently been followed by

other providers;
• is popular with tenants who have strong trust in local ownership and who are often reluctant

to transfer to other social landlords;
• works successfully, even within the constraints of a ring-fenced Housing Revenue Account;
• is increasingly managed using a business unit approach;
• provides a continuing mechanism for achieving authorities’ corporate strategic objectives, for

example, facilitating regeneration, dealing with crime and disorder and meeting other non-
housing objectives;

• gives valuable flexibility in meeting authorities’ statutory responsibilities on homelessness,
care in the community and social inclusion initiatives.

3.2 However, for many authorities, the current system does not provide a route to sufficient
investment. Council housing needs to be able to operate within a financing regime that rewards
tenant involvement and effective management with adequate resources without necessitating
transfer of housing to an RSL. Such an approach would also avoid the considerable costs
associated with stock transfer, the disposal of public assets at relatively low prices and the
problem of dealing with overhanging debt. 

3.3 The CIH and LGA welcome the Government’s encouragement of a more business-based
approach in the management of council housing. The move to resource accounting and the
promotion of Best Value are both important stimuli to this process. Both the CIH and LGA
believe that local authorities, given greater financial and managerial freedom, would be able to
provide better housing services, more efficiently, to tenants and those in housing need. Whilst
yielding the full potential of the new structures would require some change in legislation and
policy, none of the approaches conflicts with the Government’s fiscal policy, in particular its
concern to keep tight control of public spending and principally measure this through the PSBR.

3.4 The deficiencies of the current structures for managing council housing are as follows:
• The legal framework for the council committee system provides little scope for giving tenants

and other service users direct decision making power.
• The HRA subsidy system does not allow local government to manage and maintain its stock

efficiently and to the standards expected by its tenants and required in law in the way
possible in a Registered Social Landlord or commercial housing provider.

• The local authority capital finance system does not enable local authorities to manage their
assets proactively over the long term.

• The HMCCT process, whilst having encouraged some useful clarification of roles, has skewed
management effort towards beating largely phantom competition, rather than ensuring value
for money and quality services.

• The HMCCT process, as it does not cover all housing management functions, has distorted
management effort and structures.

General principles3



10

• The HMCCT process has tended to influence the management structure of local authorities.
Whilst there is a diversity of structures, typically these separate housing from other services.
The New Deal for Communities requires closer working together; new structures are needed
to facilitate this.

• The scope for partnerships between the council and others is limited by the radically
different funding systems, management practices and rent levels of the public and private
sectors.

3.5 Many of the Government’s initiatives are already addressing these deficiencies, for example the
piloting of Best Value and the introduction of resource accounting. The new system of resource
accounting will incorporate an explicit requirement to measure return on assets based on current
values, and more incentives to good performance. The introduction of a major repairs allowance
should also allow long term planning similar to current RSL practice.

3.6 New organisational structures will only be effective if the new bodies can benefit from the
advantages of longer term business planning. This applies whether the body is within the council
structure (Options 1 or 2) or detached or separate from it (Options 3, 4 and 5). Those
authorities that successfully use these models could be granted greater freedom to fund their
work through borrowing and other funding structures.

3.7 The features of such a system would, it is suggested, need to be as follows:
• The new body would be founded on an agreed and broad based system of delegated

financial authority, ideally a business plan covering both revenue and capital spending
activities.

• The business plan would need to be arrived at by a process of negotiation between the
prospective management of the new body and the local authority.

• The business plan would be externally validated for:
– accuracy
– viability
– value for money in relation to benchmarks from other authorities, other new bodies and

RSLs

3.8 Five approaches encompassing six models are described within this paper. Each represents a
potentially different approach to providing a degree of separation between the housing landlord
service and the rest of the council. They could be regarded as alternative models from which one
single approach would then be developed. Alternatively, they may be regarded as options
available to different types of council. A national system of performance indicators for social
housing management could be established covering all the models.

3.9 Each of the models provides a structure for the management of the whole of the local authority’s
housing service. CIH and LGA believe strongly that delegation of (in effect) the Housing
Revenue Account and the housing capital programme functions can only be done coherently
on a whole-authority basis. It will be important, however, to ensure that authorities continue to
be encouraged to develop structures with inter-departmental service delivery at area and estate
level. Development of any of the models would require full tenant consultation.

3.10 The CIH and LGA support the further exploration of these models but none, at this stage, is
being advocated by either body. 
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4.1 This option builds on existing best practice within local authorities. A number of local
authorities have already chosen to separate out at staff level their strategic/enabling functions
and their landlord functions. For example, Ipswich Borough Council has created Ipswich
Borough Homes (IBH) as a self-contained landlord operation which manages the housing stock
and the related capital programme, and acts as client for the repairs and maintenance contract. It
is headed by its own General Manager, and performance reporting is both to the Housing
Committee and to Area Housing Forums, the latter comprising tenants and councillors. IBH has
not to date had a fully-fledged Business Plan as the constraints of the current housing finance
system, and particularly the Housing DSO trading account, have in the past made this
inappropriate. Now that Ipswich is a Best Value Pilot, exempt from CCT, a Business Plan is
expected to be developed. This and other changes flowing from the Best Value process will
strengthen IBH’s effectiveness. Currently, IBH, as well as working to conventional budget targets,
operates to an Annual Performance Plan on which the Area Housing Forums are consulted. A
system (such as is likely under resource accounting) which will enable IBH to have a
comprehensive Business Plan, allowing (for example) planning for long term renewals and
incentives to good asset management, would be a natural development.

4.2 This model does not necessitate changing the political structures within the local authority.
Operational separation would allow the landlord function to operate as a ring-fenced business.
The current models could be extended to allow the Housing Operations Division to work to an
agreed business plan and to assume responsibility for managing the housing capital programme
funded both from the single capital pot and (as is likely with the introduction of resource
accounting) the major repairs allowance element of housing subsidy.

4.3 Based on current local authority structures, the council would retain a Housing Committee
which would be responsible for strategic and operational functions but would have two
reporting lines reflecting the split described above. 

4.4 In its Local Government White Paper, the Government outlines different options for future
council structures. These are:
• the directly elected mayor/cabinet model;
• the indirectly elected leader/cabinet model;
• the mayor/council manager model.

4.5 The Housing Operations Division model would work equally well under these new structures,
with (for example) a reporting line to a corporate director responsible for the strategic and
landlord role, to the Deputy Mayor with responsibility for housing or to the Cabinet itself.
Alternatively, councils operating one of the new models could choose to have separate reporting
lines, e.g. the chief officer responsible for strategic housing reporting to a Deputy Mayor for
policy and strategy and the Head of Housing Operations to the Deputy Mayor for contract
services.

Option 1: Housing operations division model (HOD)4
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5.1 Under this option, the local authority would establish through a formal scheme of delegation a
Housing Business Board to manage and maintain the housing stock including running the
capital programme. The delegation would be granted for a defined period sufficient to give
certainty and consistency in carrying out major capital programmes – say, five years. The Housing
Business Board would be constituted as part of the council but would operate a ring-fenced
business. Subject to changes in legislation (see 10.5 below), the council, whilst appointing a
majority of the board, could appoint non-councillors. Tenants would have the right to elect a
specified number of board members. All board members would have equal voting rights.

5.2 The board would operate under a business plan agreed with the council. (Business planning and
the new financial framework are discussed further below). The Housing Business Board would
produce an annual financial statement which could be given a statutory basis or simply be
produced as a memorandum to the council’s accounts.

5.3 Based on current local authority structures, the council would retain a committee with
responsibility for housing which would deal with the strategic and enabling roles and private
sector functions. Under this model, the Housing Committee (or equivalent) would not perform a
client function in respect of the Housing Business Board. The Housing Business Board would be
a self-contained business, operating rather like an RSL (not a HMCCT contractor) but within the
council structure. The relationship between the Housing Committee and the Housing Business
Board would therefore be similar to that between the former and an RSL.

5.4 As with the Housing Operations Division model, the Housing Business Board model could
operate under any of the proposed new structures for local government (see 4.4 above). A
possible variation, however, could occur in relation to the appointment of the council-
nominated members of the board. Under the White Paper’s three options, a distinction is made
between the executive and backbench councillors. In each of these, the mayor or cabinet could
nominate a proportion of the Housing Business Board with the council nominating the
remainder. Either group could be given the right to appoint board members who are not
necessarily from amongst their number. A possible model, borrowing from the Local Housing
Company approach, would be to have a board divided equally between nominees of the
mayor/cabinet, nominees of the council as a whole and elected tenant board members.

Option 2: Housing business board model (HBB)5



13

6.1 This model would have some of the features of the current relationship between schools and
local education authorities. Local Housing Organisations (LHOs) could be established with
powers defined in statute. In a similar way to Local Management of Schools, the council would
delegate financial authority to the LHO to manage and maintain the housing stock. As with
schools, staff would largely or wholly remain employed by the local authority.

6.2 The different approaches to board structure described in Option 2 could similarly be followed
here. As with boards of governors, the LHO board could comprise nominees of the local
authority as well as those selected or elected by other groups, including staff. Major contracts
would be entered into in the name of the local authority but the LHO would be able to purchase
directly within agreed budgets.

6.3 This model could be particularly suitable for local, estate-based management, and be a further
Tenant Management Organisation (TMO) option.

Option 3: Local housing organisation (LHO)6
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7.1 The fourth option would involve constituting a private company that could be wholly or
majority owned by the local authority. It would manage and maintain the housing stock under
contract and would be able to directly employ its own staff. The constitution of the LMC would
give rights to the local authority to appoint a majority of board members and, once again, the
different approaches to board structure described in Option 2 would be relevant. As a private
company, it could grant membership to tenants who would have the right to elect a proportion
of the board. Similar rights could be given to other partners and this might be more attractive to
private sector partners, whether profit making or non-profit making.

7.2 An example of this option is the TMO set up by The Royal Borough of Kensington and Chelsea.
For six years prior to the TMO’s formation, the council had a separation between the strategic
and enabling roles so the TMO’s formation has not involved a major redistribution of
responsibilities. The TMO carries out core management functions for the council’s whole
housing stock, with tenants forming the majority of the TMO’s board. 

7.3 Unlike the Kensington & Chelsea TMO, a LMC could also receive delegated powers for managing
a capital programme. As with all the previous options, stock remains in the ownership of the
council and therefore the delegation to the LMC will be based on a contract. The LMC would be
protected from operational influence through the rights under the arm’s length contract and the
duties of the Directors under the Companies Act. The council would still retain the responsibility
for monitoring performance, and ultimate accountability for the contract.

7.4 This model is likely to be developed for Private Finance Initiative (PFI) schemes. Current PFI
models largely focus on parts of the local authority’s stock; this, as with the other models in this
paper, aims to cover the whole stock.

Option 4: Local management company (LMC)7
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8.1 Option 5 is based on a further legal separation between the council and the body managing the
housing stock. This sub-divides into two models, the Local Housing Corporation (LHCo) and
the Local Housing Company (LHC). Both assume a transfer of the ownership of the housing
stock. In practice, these options are unlikely to be relevant or acceptable to some local authorities
and tenants unless:
• local authority and other social housing tenants were to be a granted common form of

tenancy; 
• the Local Authority Capital Finance Regulations were amended so that a transfer on this

basis would automatically give increased freedom to spend on capital works, when needed,
within the PSBR system;

• funding were available both for dowries and the redemption of over-hanging debt.

8.2 The LHCo model would be based on the council having a majority stake or full ownership of the
new organisation. Borrowing by the organisation would count against PSBR but, as noted above,
the assumption behind this model is that this would be within a far less constrained system in
respect of both borrowing and revenue financing of capital expenditure. For example, the LHCo
could be allowed to borrow from the same range of sources as RSLs, to undertake bond issues or
to enter into off-balance sheet funding arrangements. 

8.3 The second model under this heading would be based on transfer to an LHC registered with the
Housing Corporation. However, the council would have a “golden share” in the LHC, i.e. the
ability both to have a sole veto and to initiate changes in the constitution of the organisation.
This would require changes to the Housing Corporation’s current policy and to the Local
Authority Companies regime. Again, the assumption is that this model would only be attractive
to local authorities and tenants if:
• there was no change in tenancy on transfer, which might be easier to achieve with this model

than with transfer to an RSL; and
• constraints on capital spending were significantly reduced.

8.4 Although both models assume a reduction in financial constraints, each would be based on an
agreed business plan as with the other models. Under these options, borrowing would normally
be through the LHCo or LHC and therefore the business plan would also have to meet funders’
requirements. The issue of local authority guarantees may be relevant here.

8.5 This option would require a tenant ballot.

Option 5: Transfer-based management models (LHCO and LHC)8
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9.1 The aim of these options, and the suggested business planning structure, is to provide incentives
to good performance and transparency. Nonetheless, consideration will need to be given to
whether external regulation should also be part of the system of accountability.

9.2 If this were the case, Options 1 to 4 would, in principle, fit well with the proposed role of the
Housing Inspectorate. Option 5 could similarly fall under the inspectorate if the latter was given
a wider role. Alternatively, the Housing Corporation’s regulatory remit could be extended.

Regulation9
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10.1 Options 1 and 2 require no specific consent, and Option 5 would require the current transfer
consents. Options 3 and 4 are likely to need approval under section 27 of the Housing Act 1985
(as amended). It may also be necessary to make use of the Deregulation and Contracting Out Act
1994.

10.2 Option 3 may and Option 4 is likely to require compliance with European Union procurement
procedures.

10.3 Some of the options described in this paper require changes in primary legislation or regulations.
Others appear to be achievable under current legislation. The position may be summarised as
follows:

10.4 Option 1 (Housing Operations Division): This should require no change as Section 101 of the
Local Government Act 1972 should be sufficient to facilitate this option unless it is intended that
the ring-fenced business is to have exclusive authority. Section 101 provides that even delegated
functions can be exercised in parallel by the authority.

10.5 Option 2 (Housing Business Board): As with Option 1, Section 101 of the Local Government
Act 1972 means that it will not be possible to ring-fence powers to the board as the authority is
able to exercise in parallel any powers delegated to the board. Section 102 prevents a delegation
of this kind to non-councillors if the control of the authority’s finances is involved. Change will
therefore be needed including, possibly, further regulations under section 13 of the Local
Government and Housing Act 1989. 

10.6 Option 3 (Local Housing Organisation): This would require legislative change (perhaps based
on schools legislation) to create statutory LHOs of this kind. In addition, the issues discussed in
relation to Option 2 are relevant.

10.7 Option 4 (Local Management Company) and Option 5 (Transfer-Based Management
Models): No change in the law is needed for local authorities to be able to establish either type
of body. However, without a change in the law, either model would have controlled company
status under Part V of the Local Government and Housing Act 1989. The Secretary of State could,
however, make directions under Section 68(1) of the Act to exempt such companies from being
treated as controlled companies, subject to conditions (such as tenant participation in the
board). The authority must also be able to justify establishing the organisations under Section
111 of the Local Government Act 1972. To the extent that these options involve “contracting out”
of the local authority’s functions to other bodies (as opposed to constitutional involvement),
ministerial sanction is required under Section 70 of the Deregulation and Contracting Out Act
1994. Such “contracting out” reserves responsibility for the contracted out function to the local
authority. However, legislative change might be contemplated on the basis envisaged under
Section 10(I)(xv) and (xix) of the Transport Act 1989 with respect to Passenger Transport
Executives (PTEs), albeit at a cost to accountability.

10.8 Secure tenancy status could only be extended to the tenants of LHOs, LHCos and LHCs through
a change in primary legislation. Under the HOD, HBB and LMC options, tenants remain secure
tenants of the local authority.

10.9 A summary of the principal differences between the models is given in the Table on page 23.

Legal issues10
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11.1 Undoubtedly part of increased financial freedom would necessitate some changes in the HRA
subsidy and capital finance systems. Medium term (eg 3 to 5 year) capital allocations, to be
spent through the new body, would be one essential feature. Assuming, however, that a subsidy
system will remain in some form, consideration will need to be given to whether this is internal
or external to the new body. The approach will be influenced by the Government’s proposals on
resource accounting. These are discussed further in 11.5 below.

11.2 If it is internal, the new body effectively takes on management of a revised HRA and capital
programme, receiving subsidy and credit approvals directly, or through the council as a “post
box”. If the system is external, subsidy and capital allocations come to the council which
manages these on the basis of an agreed programme of outputs from the new body. This latter
system could be set up by developing a notional Tenanted Market Valuation (TMV) such as is
used in a stock transfer. The notional TMV would assume, amongst other things, a given level of
management and maintenance costs, and (say) a three year repair and improvement programme
to be funded through BCAs and borrowing by the council. The business plan under each option
will need to be backed by sound stock condition information which will also be required under
the proposed system of resource accounting. 

11.3 The aim would be to create a zero TMV (ie the management, maintenance and financing of
major works costs would be fully serviceable from the rent income). The discount rate could be
set in relation to the real cost of the council’s borrowing. The Government could build in
incentives. For example, if the body could over-perform the Business Plan, the council would be
able to invest the surplus rent income in capital works or new development. Right to Buy income
could be included in the TMV or, as in stock transfers, it could be excluded and the “surpluses”
after the appropriate repayment of council debt could also be translated into supplementary
credit approvals. The notional TMV approach provides an additional basis for judging value for
money (ie against stock transfer RSLs as well as other local authorities).

11.4 The TMV, adjusted by inflation and incorporating the council’s borrowing costs, would then
form the basis of the new body’s Business Plan.

11.5 As noted in 3.5, the Government has issued proposals for consultation on a new system of
resource accounting. This system provides a financial framework for the organisational models
discussed in this paper. The principal purpose of resource accounting will be to enable
authorities to manage their assets more effectively. Authorities will be expected to obtain a
formal and regular valuation of their assets, allowing return on capital to be measured. A major
repairs or depreciation allowance is to be introduced, not only allowing long term provisions to
be made, but bringing about a switch over time in the funding of major works on local authority
stock from credit approvals to rents and revenue subsidies. It is not within the remit of this paper
to comment on the specific structure of resource accounting. However, the features described
provide a basis on which ring-fenced landlord operations could be managed within local
authorities with greater financial flexibility and clearer incentives and penalties. This matches the
aims of all of the options described in this paper.

11.6 All these changes will make the approach to business planning outlined in this paper more
feasible, and will enable a more consistent approach to financial planning across the social
housing sector. At present business plans for stock transfer RSLs need to be independently
validated by a professional firm (usually of accountants) unconnected with the transaction, or
sponsoring or new landlord. This is to give comfort to the regulator, the board of the new
landlord and the funders. A similar approach could be relevant to the above models.

Financial implications11
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12.1 This paper is based on the assumption that overall PSBR controls will be retained in respect of
local authority housing expenditure. However, if local authorities can show new ways of
delivering landlord services that demonstrate Best Value and accountability, opportunities for
loosening of the detailed constraints on housing revenue and capital may be acceptable to the
Government. Such a possibility was raised in the consultation paper on Capital Finance and the
notion is referred to in the Government’s latest paper on Beacon Councils. Within such a
framework, the question remains as to who the borrower would be for the funding of major
works. Under Options 1 and 2, borrowing would need to remain with the council and, at least in
the first instance, could be available from the Public Works Loan Board. This could similarly
happen under Option 3 but, depending on the legal powers given to the LHO, some borrowing
by the LHO itself may be possible, albeit scoring against PSBR initially.

12.2 Options 4 and 5 would allow borrowing through the organisation itself. The essence of the
Government’s view on retaining tight PSBR control is that loans effectively supported by a local
authority (even though the borrower might be another body) represent public sector risk.
Advantages may, however, be gained in some cases where borrowing takes place through the new
organisation. Whilst the Treasury may continue to categorise this type of borrowing as
representing public sector risk, this (with a change in legislation to allow it) need not be
reflected in the loan documentation itself; it would not be necessary in all cases for loan
agreements to require recourse to other local authority assets or revenue.

12.3 Providing the effect on lending margins is not significant, this approach could be of benefit.
First, it gives the new organisation direct control over its finances and a direct relationship with
its lender. Second, regardless of accounting rules, it effectively does insulate the public sector
from a degree of risk which could pave the way for changes in the detailed interpretation of the
PSBR. If this approach is to be achieved, full tenant consultation and (certainly in the case of
Option 5) a ballot would be necessary because the implications for tenants of financial
mismanagement or failure by the landlord are similar to those of a conventional stock transfer.

Borrowing source12
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13.1 This paper has concentrated on the management of local authority housing stock. Many
authorities (especially in the north of England) have substantial housing investment needs in the
private sector, and in some cases in the RSL sector, which could usefully be addressed by some of
these new models. For example, there are a number of shire northern district authorities where
British Coal and its predecessors have disposed of considerable amounts of housing stock to a
range of landlords. Much of this has ended up in the ownership of private landlords who have
not maintained their stock to an acceptable level.

13.2 All the above models could be developed to tackle cross tenure problems and inter-service
working. This will be facilitated by the new single housing pot and, eventually, the single capital
pot. Funding for cross tenure housing work and wider regeneration initiatives could be
channelled through any of the models described above, possibly working in partnership with
other landlords through the formation of a community regeneration company.

13.3 As noted, some authorities have RSL housing stock in their area which is in need of investment
which, for various reasons, cannot be tackled by the RSL concerned. Again, the models above
could be used to facilitate the improvement, remodelling or demolition of RSL stock.

Cross tenure structures13
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14.1 All of the models above allow the continued development of best practice in delivering local
services and tenant involvement. Underneath the landlord organisation a range of structures
could be developed for service delivery including the LHO model, estate management boards,
tenant management co-operatives and residents’ panels. 

14.2 The structures could also provide the basis for including One Stop Shops offering a range of
council services and for partnership with cross-functional bodies such as SRB management
boards. Developing specific proposals, pilot authorities will need to show how they will be
managing their stock, involving their tenants and addressing overall quality of life (rather than
functional) issues within the new structure.

Relationship of models to area and estate-based management14
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15.1 This paper has sought to identify ways in which services could be managed within a framework
of democratic accountability but with the benefits of being able to obtain management focus,
greater empowerment and the ability to form partnerships with a range of organisations.
Different approaches may be appropriate for councils at different stages of development. All the
choices may be available to councils that obtain beacon status either for housing or generally.

15.2 If the Government is willing to see some or all of these models developed further, the CIH and
LGA suggest that pilot authorities be encouraged to come forward to develop different
approaches. The Government’s £200m allocation to fund initiatives of this kind could be used to
finance an early programme of pathfinder schemes for some or all of these models with the
certainty of additional credit approvals for the pilot authorities. In the spirit of the Government’s
Local Government White Paper, this would allow experimentation and creativity, with models
being developed to reflect the widely different needs of (say) city and shire authorities, northern
and southern authorities and those with significant housing investment needs outside the public
sector.

Conclusions15
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FACTORS

Constitution

Reporting/
Accountability
to the LA

Capital
programme
control

Changes in
legislation
required

TABLE: Summary of principal differences between proposed models

1
Housing

Operations
Division (HOD)

Part of LA, with
separation at
officer level.

Reporting line
to Housing
Committee (the
client) which
also has
separate line for
strategic
functions.

None.

2
Housing Business

Board (HBB)

Part of LA, with
separation at
political and
officer level,
running as a
ring-fenced
business.
Tenants,
possibly others,
full Board
members.

Officer reporting
line to Housing
Business Board.
Board’s
relationship to
Housing
Committee is
similar to RSL’s. 

Changes needed
to allow:
a) delegation of

financial
powers to
bodies 
with non-
councillors;

b) ring-fenced
delegation 
(ie LA does
not retain
parallel
powers).

3
Local Housing
Organisation

(LHO)

Created by
statute (see
“Changes in
legislation
required”).

Officer reporting
line to LHO
Board. LHO
relationship to
Housing
Committee
similar to
schools and
LEAs.

Could be
delegated. May
be used as
estate-based
model so
degree of
delegation can
be varied.

LHOs would
need to be
created and
powers defined
by statute.

4
Local

Management
Company (LMC)

By contract
through
nominated
client.

Could be
contracted to
LMC either as
agent for LA
programme or
delegated
within agreed
Business Plan.

Local Housing
Corporation (LHCo)

Governed by
transfer
agreement and
by rights of LA
in constitution,
specifically
through
ownership of
all/majority of
shares.

Local Housing
Company (LHC)

Governed by
transfer
agreement and
by rights of LA
in constitution,
specifically
through
“Golden Share”.

OPTIONS

5
Transfer Options

Private limited company or industrial and provident
society.

Managed within agreed programme
(at present) or agreed Business Plan
(under Resource Accounting).

No change in legislation required to form and operate
any of these within PSBR constraints. Wider financial
powers would necessitate changes in Part V of Local
Government & Housing Act 1989 (controlled companies).

Options 4 and 5 require a single social housing tenancy
to be practicable.
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Background material

The case for new approaches to financing council housing within the public sector was originally made in
two reports by CIH, Challenging the Conventions (1995 – now out of print) and Consensus for Change
(1996.) Both of these reports argued that councils should be able to set up local housing corporations to
manage their housing stock.

In 1997 the LGA published its report A New Financial Framework for Local Authority Housing which took
one of the ideas in Challenging the Conventions – that councils be able to set up quasi-corporations to
manage their stock – and developed it in more detail.

Last year’s report from CIH, Council Housing – Financing the Future, compared a range of options for
council housing, including the two corporation models, and showed how each compared on value-for-
money and other criteria.

CIH also published last year its discussion paper One for All which set out the case for a single tenancy for
social housing.

Relevant reports and consultation papers from DETR include:
• Modernising Local Government – Capital Finance (1998)
• Housing and Regeneration Policy – A Statement by the Deputy Prime Minister and Secretary of State for the

Environment, Transport and the Regions (1998)
• A New Financial framework for Local Authority Housing: Resource Accounting in the Housing Revenue

Account (1999)
• The Beacon Council Scheme – How Will It Work? (1999)


