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INTRODUCTION
Everyone deserves to live in a safe, decent, and affordable 
home. Housing Associations play a crucial role in making that 
a reality of many people. Between us, we manage more than 
4 million affordable homes up and down the country and G15 
members alone provide over 715,000 homes. G15 members 
invested almost £900m last year in insulating and improving 
homes for our residents. Crucially, Housing Associations 
deliver more than a fifth of all new housing supply.

Housing Associations already do so much. But we could 
contribute even more.

With more government support and a consistent policy 
environment, Housing Associations could step up the 
number of homes they deliver each year, helping to ease the 
housing supply crisis.

We could invest more into improving the homes and the 
services we provide to our existing residents. 

And we can better weather the uncertain economic climate 
we face and the significant challenges ahead.

Housebuilding can be the engine powering the UK’s 
economic growth, particularly in tough times. Delivering 
more affordable homes helps reduce residents’ housing 
costs so they have more money left over to spend with local 
businesses. It will reduce the housing benefit bill, leaving 
government with more money to invest in vital services. 
The very act of building those homes makes a substantial 
contribution to GDP.

The question government faces, then, is not whether we 
can afford to grant fund more delivery of affordable homes. 
It’s whether we can afford not to.

GEETA NANDA OBE

G15 Chair & Chief 
Executive of MTVH
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KEY FINDINGS AND 
RECOMMENDATIONS

01
Housing Associations are a crucial part 
of the UK housing market. They delivered 
22.6% of all new build housing between 
2016 and 2021. 02

The 2021-26 Affordable Homes Programme 
represents a step forward for Housing 
Association funding. But we can go further. 
Additional funding would let Housing 
Associations deliver even more homes.

04
Changing market conditions for private 
residential development are likely to 
disrupt developer contributions of 
affordable housing. That makes grant-
funding programmes even more vital.

03
Just 31% of the affordable homes and 59% 
of all new build homes England needs over 
the last five years have been delivered. 
Increasing grant funding for affordable 
homes would help fill this shortfall.

05
Greater flexibility for grant funds will 
help ensure grant isn’t handed back at 
the end of the Programme.
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ARTICLE 1: 

22.6%
Housing Associations delivered 
22.6% of all new build housing 
in the 5 years to March 2021

DELIVERING NEW HOMES: 
THE ROLE OF HOUSING 
ASSOCIATIONS
Housing Associations play a 
significant role in the delivery of 
new homes in England. Through 
grant funding, buying Section 106 
contributions and open market 
sale, they supported the delivery 
of over a fifth of all housing supply 
in the five years to March 2021. 
Continued policy support of this 
sector is critical to maintaining 
supply, meeting housing need 
and tackling England’s housing 
affordability issues.
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ARTICLE 1: DELIVERING NEW 
HOMES: THE ROLE OF HOUSING 
ASSOCIATIONS

Total Volumes

Around 220,000 – 240,000 new homes are built in England each year, 
against a target of 300,000 homes. Housing Associations contributed 
22.6% of all new build housing delivery in the 5 years to March 2021. 
This amounts to 227,588 completions over the period or 45,518 homes 
per year.

Source - DLUHC live tables 1000C, 1009 and 120, NHF, Inside Housing

Source - DLUHC live table 1000C, Homes England, GLAHousing Associations played a particularly important role in housing 
delivery in the years following the Global Financial Crisis (GFC). 
Private developer completions fell by 59% between 2007-08 and 
2010-11. But Housing Associations were able to increase their delivery 
despite difficult market conditions because they received strong grant 
funding in this period. In 2010-11, for example, Housing Associations 
were responsible for 43% of all market and affordable completions. 
Although in recent years the share of new homes delivered by Housing 
Associations is lower than this level, the volume of new homes 
delivered has remained steady, and the share has fallen due to the 
expansion of private housebuilder delivery after the introduction of 
Help to Buy in 2013.

Changing delivery mechanisms

The way that Housing Associations have funded their delivery 
programmes has changed over the past decade. Grant funding plays 
a smaller role in development programmes; grant levels fell from 
£45,000 per unit under the 2011-2015 Affordable Home Programme 
to £29,000 in 2015-18. In 2020-21 18,900 new homes were delivered 
through grant funding, compared to 56,115 homes in 2010-2011. Instead, 
a greater proportion  of affordable housing delivery has become reliant 
the wider market, both cross subsidy from Housing Associations’ for 
sale programmes, and land value capture via S106.

As the housing market recovered after the GFC, delivering affordable 
housing via Section 106 (S106) became viable in more markets, 
particularly as land values did not rise at the same speed as house 
prices.  Since 2012, the share of all completions delivered through S106 
has risen from 4% to 16%. At its peak in 2019-20, S106 allowed the 
delivery of more than 30,000 homes.

Maintaining delivery levels with declining grant funding has also 
relied on a shift to less heavily subsidised tenures, from social rent to 
affordable rent and shared ownership. 

For social rented homes, grant is needed for 50-75% of the cost of 
building the home, whereas with affordable rent, development is 
still viable with grant covering only 25-30% of the cost. So, these 
new tenures require less funding and are more commercially viable, 
allowing greater delivery of affordable housing. But the housing being 
delivered is affordable to fewer people than that which was delivered 
as social rent in the late 2000s.

Given that the demand for affordable housing is “virtually unlimited” 
according to the 2018 Letwin Review, increased grant levels, 
particularly that which is targeted towards rented tenures is likely to 
boost overall supply levels, rather than replace that which is already 
delivered through S106. Savills research in 2019 found that if there is 
adequate land, development management and construction capacity, 
grant funding to enable the viable development of more affordable 
housing will have additionality of close to 100%. 

18,900
In 2020-21 18,900 new homes were 
delivered through grant funding, 
compared to 56,115 homes in 2010-2011

CHART 1: HOUSING ASSOCIATION RESIDENTIAL DELIVERY BY TENURE CHART 2: AFFORDABLE HOUSING DELIVERY BY SOURCE OF FUNDING
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Maintaining delivery in a changing market

The new homes market faces increasing headwinds. House price 
growth is expected to slow as mortgage rates increase. Savills is 
forecasting falls of 1% in 2023, compared to current annual growth  
of 10%.  

At the same time, the number of planning consents granted has fallen 
from their 2019 peak, resulting in a highly competitive land market. 
Build costs are rising, with underlying inflation of 23% for residential 
development build costs compounded by an additional cost of £9,000 
- £11,000 per home by 2025 due to enhanced sustainability obligations. 
Help to Buy, which has supported 32% of new build sales since 2013, 
will come to an end at the start of 2023. 

As a consequence of these challenges, we anticipate that overall 
housing delivery levels will fall, only returning to 2019-2020 levels 
by 2026. With housing delivery down over the next five years, S106 
volumes will also be down. However, we predict there is capacity for 
affordable housing delivery to increase very substantially over the next 
five years, averaging just over 60,000 completions each year, enabled 
by several factors:

 — Continued high levels of delivery through S106 or a well 
designed new Infrastructure Levy;

 — Continued support through the Affordable Homes 
Programme;

 — The commitment of Housing Associations to maintain 
investment in new homes, despite other cost pressures;

 — Expanded investment from local authorities, following 
the lifting of the Housing Revenue Account borrowing 
cap; and 

 — The rapidly expanding investment of private capital into 
affordable housing.1

 This would be an unprecedented volume of new affordable housing. 

Housing Associations are also the best placed group to maintain 
delivery if private for sale volumes fall. Private housebuilders are the 
most significant contributor to new build delivery, supplying 73% 
of new homes in the five years to March 2021. Local Authorities, For 
Profit Registered Providers (FPRPs) and other parties supported the 
delivery of a combined 4% of new homes. The removal of the HRA 
borrowing cap is yet to result in a large expansion of Local Authority 
development capacity, and while there is significant investor appetite 
for For Profit Registered Providers, these organisations are yet to build 
up development pipelines. 

Housing Associations can again provide a counter-cyclical boost to 
delivery, but only if they are given the means to do so.

Source - DLUHC live tables 1000C, 1009 and 120

1. https://www.savills.co.uk/research_articles/229130/319836-0

AFFORDABLE HOUSING DELIVERY COULD 
INCREASE TO 60,000 HOMES PER YEAR 
WITH THE RIGHT POLICY SUPPORT

BETWEEN 2016-21 GOVERNMENT 
ALLOCATED £9.4 BILLION IN GRANT 
FUNDING FOR AFFORDABLE HOMES 
VERSUS £16.5 BILLION IN HELP TO 
BUY EQUITY LOANS

Mind the Gap: Not-For-Profit Housing Associations’ Role in Delivering New Affordable Homes

CHART 3: RESIDENTIAL DWELLING COMPLETIONS BY TYPE OF DEVELOPER
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ARTICLE 2: 

AFFORDABLE HOUSING NEED  
AND THE ADDITIONAL CHALLENGES 
FACING HOUSING ASSOCIATIONS

Why is maintaining affordable housing supply so important?
The government have set a target that 300,000 new homes should be 
completed each year in England by the mid-2020s. While the current 
Prime Minister has expressed scepticism of this target, it remains a 
commitment from the 2019 Conservative Manifesto on which the 
government was elected.

Other estimates suggest that even this target does not fully reflect 
housing need. Professor Christine Whitehead, Emeritus Professor of 
Housing Economics at LSE, suggested in 2015 that 310,000 new homes 
are needed each year to meet new and existing suppressed housing 
demand. In 2018, Professor Glen Bramley’s work for Crisis estimated 
that England needs 340,000 homes per year, 145,000 of which should 
be affordable housing. That affordable tenure figure is further split 
into an annual requirement for 90,000 social rented homes, 30,000 
intermediate rent and 25,000 Shared Ownership.

31%
Only 31% of affordable housing 
need is currently being met
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CHART 4: HOUSING NEED AND DELIVERY IN ENGLAND

ARTICLE 2: AFFORDABLE HOUSING 
NEED AND THE ADDITIONAL 
CHALLENGES FACING HOUSING 
ASSOCIATIONS

Source: Crisis, DLUHC

Source: Crisis, DLUHC

Currently, delivery is nowhere near meeting the level of need. In the 
last five years, delivery was just 59% of the new build housing required 
in England and just 31% of the affordable housing requirement. 
Furthermore, as outlined in the previous article, the affordable housing 
being built is weighted much more heavily towards intermediate rent 
and affordable home ownership, rather than social rent. Therefore, 
those least able to access the housing market are also least served by 
new delivery. 

The shortage of affordable housing is much more severe in areas 
with higher housing costs. Bramley suggests London and the South 
East need significantly more development than elsewhere. 56% of all 

CHART 5: HOUSING NEED AND DELIVERY BY REGION

A significant increase in delivery is needed to meet affordable housing 
need in England. Housing Associations currently deliver the bulk of 
Affordable homes (social and affordable rent and affordable home 
ownership), but their ability to expand their development programmes 
or even maintain current levels is under pressure from increasing 
requirements for existing stock. Increasing pressures in this area will 
reduce the amount which Housing Associations can allocate to new 
development.

affordable housing must be delivered in London and the South East to 
meet need, with just 22% of affordable delivery needed in the North 
and Midlands. This is because housing is so much more unaffordable 
in London and the South East. For example, according to the English 
Housing Survey, private renters in England spend an average of 32% of 
their income on rent, while in London that figure is 42% (EHS 2019-20). 

Currently, no region is meeting its affordable homes requirement. 
London is the worst performing region, delivering just 18% of its 
affordable housing need, despite a target of 50% of all delivery to be 
Affordable in the latest London Plan. The North East performs best, 
delivering 89% of need. However, this masks the fact that the primary 
need in the North is for investment and renegeration of existing stock, 
rather than building additional affordable homes.

ENGLAND NEEDS 340,000 NEW HOMES 
PER YEAR, 145,000 OF WHICH SHOULD 
BE AFFORDABLE HOMES
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But this standard is likely to be raised in the future. The Government 
resumed the Decent Homes Standard review in April 2022. No 
estimate of cost can be given until the revised standard is published, 
but it has the potential to add significant additional financial burden 
to asset management programmes. The Levelling Up, Housing and 
Communities Select Committee recommended in September that 
Government should introduce funding specifically for regeneration that 
does not require the delivery of net additional housing. However, at 
present the Government only permits funding for the replacement of 
homes demolished through regeneration from the Affordable Homes 
Programme in exceptional circumstances.   

Building safety is also bringing budgets under increased pressure. An 
Inside Housing survey found that Housing Associations were expecting 
to spend around £10bn by 2030 to tackle fire safety issues. G15 
members alone are forecast to spend over £4bn by 2036 on building 
safety works and activity. This is already having an impact on these 
organisations’ abilities to keep funding their development programmes, 
with development halted on 13,000 homes planned for the 2021-2026 
period. This amounts to 10% of all Housing Association development 
planned for the period.    

Another challenge facing Housing Associations is the need to 
decarbonise. The sector is expected to lead the transition to net 
zero carbon, with a £50m Social Housing Decarbonisation Fund for 
demonstrator projects launched in 2020. But this is a tiny proportion 
of the overall cost. Analysis by Savills estimated it would cost £35bn 
to bring all Housing Association properties up to EPC C by 2030 and 
replace gas heating by 2050. If Housing Associations sought to achieve 
the maximum efficiency potential of all their stock, the cost would 
exceed £50bn over 30 years.   

Conclusion 

Affordable housing development must increase to meet England’s 
housing need. An increase is needed everywhere in the country, but 
the problems are most acute in London and the South East. However, 
Housing Associations are having to invest increasing amounts in asset 
management, particularly tackling the issues of building safety and 
decarbonisation. These are important obligations, and will also meet 
wider policy objectives around levelling up, health and wellbeing, and 
decarbonisation.  But these requirements detract from the surplus 
available to invest in new stock. Increased grant funding will be key 
to ensuring Housing Associations can maintain and expand their 
development programmes.

Better than decent

Social rented stock must meet the Decent Homes Standard (DHS), 
which mandates that homes are kept in a reasonable state of repair. 
Improving unfit homes to these standards will cost a lot of money. 
Government has proposed increasing these standards further. Whilst 
a Housing Association’s priority will always be the existing homes and 
services they provide to residents, with G15 members investing £900m 
last year on improvements and maintenance to people’s homes, it 
does mean that funding for building new affordable homes is essential 
in addition to this. If Government wants to increase housing quality 
and supply, it needs to allocate more grant funding. 

In 2021, 0.4% of Housing Association stock failed to meet the DHS, 
down from 1.9% of stock in 2012. The cost of bringing all non-decent 
homes in the social rented sector up to the current standard is £2.4bn.

Source: English Housing Survey

£35BN
It will cost £35bn to bring all Housing 
Association properties up to EPC C by 
2030 and replace gas heating by 2050

CHART 6: DECENT HOMES STANDARD
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ARTICLE 3: 

THE CHALLENGES AHEAD HOW 
ARE HOUSING ASSOCIATIONS 
POSITIONED TO MAINTAIN AND 
GROW THEIR CURRENT SHARE 
OF HOUSING DELIVERY?
Uncertain times
The 2021-26 Affordable Homes 
Programme (AHP) represents 
a step forward for Housing 
Association funding. At £64,000 
per home, grant levels are higher 
than for any previous programme. 
That will make it more viable for 
Housing Associations to deliver 
homes across a range of tenures.

23%
Construction material costs 
for new housing have risen by 
23% in the 12 months to May
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The current AHP enables Housing Associations to take more control 
of their delivery programmes by pursuing land-led opportunities. 
Price growth in the development land market has been exceptionally 
strong over the last two years. UK greenfield values in June 2022 were 
now only 1.1% below their 2007/08 peak. Despite this strong growth, 
Housing Associations are becoming more competitive in the land 
market alongside the major housebuilders.

Savills agent sentiment survey shows Housing Associations are at the 
forefront of activity in many regional markets. The longer term nature 
of the current AHP has given these organisations the ability to plan for 
a strategic development pipeline and fulfil their delivery targets over 
the next five years.

However, the overall ambition of the AHP falls short of need. Even 
supplemented by a strong private market, when Section 106 (S106) 
contributions and cross-subsidy are highest, we have come nowhere 
near providing the number of affordable homes the country needs. 
As interest rates rise and the UK is expected to enter an economic 
downturn, affordable housing delivery through S106 and cross-subsidy 
will fall. Housing Associations can maintain and possibly grow their 
share of housing delivery, but the absolute number of homes they 
deliver will remain steady or fall. 

ARTICLE 3: HOW ARE HOUSING 
ASSOCIATIONS POSITIONED TO 
MAINTAIN AND GROW THEIR 
CURRENT SHARE OF HOUSING 
DELIVERY?

There are three further core risks to Housing Association delivery 
that will require increased government support or policy changes to 
grow the volume of new affordable homes. In the short term, build 
cost inflation risks making schemes unviable. Over the longer term, 
changing support for the new homes market could reduce S106 
volumes, and changes to developer contributions will introduce more 
uncertainty to the planning pipeline.

Inflation and build costs risks

The cost of building a new home is rising rapidly. Construction material 
costs for new housing have risen by 23% in the 12 months to May 
according to BEIS. BCIS has reported tender price increases of 9.1% 
in the year to Q2 2022 and predicts they will grow by a further 24.1% 
over the next five years. However, the major housebuilders, with 
more control over their supply chains have been better insulated from 
increases in build costs. As well as the material cost increases, the 
increase in overall build costs have been driven by higher energy costs, 
the conflict in Ukraine and labour costs. 

Housing Associations are more vulnerable to build cost increases than 
the major developers. They tend not to have such tight control over 
their supply chains and, unless they have their own cross-subsidy 
development model, do not benefit from house price rises in the same 
way. These increasing costs pose a threat to Housing Associations’ 
ability to continue to compete in the land market. 

Inflation, rising build costs and interest rates were identified as 
serious risks to the success of the current AHP in a recently published 
DLUHC report. The paper, titled Scoping Report for the Evaluation of 
the Affordable Homes Programme 2021-2026, said the sudden and 
unforeseen increases are not reflected in initial bids and grant rates 
and warned that higher construction costs could increase the grant 
rate needed per unit and result in lower output numbers. Without 
recognition that the initial bids were made in a different economic 
environment and increased flexibility around the use of grant, these 
pressures could have a serious impact on the financial viability of 
individual developments.

THE RENT RESTRICTIONS CURRENTLY 
UNDER CONSULTATION WILL RESULT IN 
A FALL IN RESOURCES IN REAL TERMS 
FOR HOUSING ASSOCIATIONS
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Rent restrictions

Rapidly rising inflation poses further challenges for Housing 
Associations. In an attempt to protect tenants from soaring costs, 
the Government is consulting on capping rent rises in social housing 
at 3%, 5% or 7%, rather than the current cap of CPI plus 1%. Housing 
Associations recognise the challenges facing many residents and have 
put extensive support in place, including G15 members who have made 
£5.8m available in emergency support, alongside helping residents 
to secure financial gains of £44m in the last year. Whilst all Housing 
Associations will be carefully considering rent levels, rent setting 
decisions that do not cover the impact of rising inflation on costs will 
mean reduced resources available to organisations across their activity, 
including the building of new affordable homes.

The government’s proposed rent ceilings could see G15 members’ re-
investable rental income reduce by between £1bn-£2bn over the next 
5 years, and by £9.2bn-£17.9bn over 30 years, hitting interest cover 
and the cost of borrowing.

When the sector last saw rent rises restricted through the Welfare 
Reform and Work Act in 2015, Housing Associations had to cut costs, 
including through reorganising repairs and maintenance programmes. 
The Regulator of Social Housing has since stated that the reduction in 
service for tenants was unacceptable. Facing income pressure again, 
it is likely Housing Associations will focus on core services for existing 
tenants. To do so, they will temporarily pull back from any development 
activity that is not fully funded by grant.

Policy changes

The policy environment for home builders has shifted dramatically. In 
just a few years, Government has announced the withdrawal of the 
Help to Buy equity loan scheme, which at its peak supported 55,000 
new home sales per year. House builders have come under growing 
pressure to pay for building safety remediation works and must pay 
more towards mitigating the environmental impacts of development, 
with the Residential Property Developer Tax, Biodiversity Net Gain, 
Future Homes Standard and Nutrient Neutrality all contributing 
to rising costs. These costs will impacted the viability of housing 
development, which may require developers to deliver fewer affordable 
homes or a less heavily discounted form of affordable housing through 
their S106 contributions.

First Homes will also reduce the supply of traditional affordable 
housing tenures. Planning policy expects a quarter of S106 affordable 
housing contributions to instead be delivered as First Homes. 6,875 
fewer affordable homes per year in England would have been delivered 
had this policy been in place over the last three years. 

The requirement to deliver First Homes may also impact overall 
scheme viability, and further reduce the number of homes delivered 
through S106. At a 30% discount, the Gross Development Value 
generated from a First Home will typically be lower than the equivalent 
property provided through Shared Ownership. But, it will be greater 
than that delivered as Affordable Rent (typically at 55% to 65% 
of market value). The position will be less clear cut where greater 
discounts are required to bring First Homes within the proposed value 
caps, which means the nature and scale of delivery will vary across the 
country. 

Developer contributions uncertainty

The government is proposing to replace the current system of 
developer contributions with a new Infrastructure Levy (IL). IL would 
largely replace CIL and the financial contributions secured via S106, 
including all types of affordable housing contributions. The original 
ambition set out in the Planning White Paper was that the revised 
system would deliver “as much – if not more” on-site affordable 
housing as at present. 

With minimal policy details available, we cannot model the specific 
impact of the IL. Looking at the introduction of the CIL suggests that 
changing the system is likely to result in disruption to delivery. 

Savills analysis of the first local authorities to introduce a CIL in 2014 
found that the number of new planning consents granted fell by 50% 
from their pre-CIL average. JLL research in 2015 identified that the 
first local authorities to introduce CIL saw a reduction in the level of 
affordable housing completions. The study highlighted that the first 
37 local authorities to have introduced CIL saw a 14.5% fall in the 
total number of affordable homes completed in the subsequent year. 
Housing Associations appear to be expecting a similar impact from the 
IL. A recent report by the Affordable Housing Commission (AHC) found 
that more than eight in ten social landlords surveyed expect that the 
proposals will deliver less onsite affordable housing.

Conclusion 

The current AHP has represented a step forward for Housing 
Associations, both in the amount of grant per unit, and in providing 
clarity over a longer time frame. This is enabling Housing Associations 
to compete in the land market and build up their development 
pipelines. However, rising build costs pose a serious viability challenge, 
and increased funding flexibility will be needed to ensure grant is not 
handed back at the end of the programme. Government should also 
be aware that changing policy around planning and support for the 
new homes market is likely to disrupt the delivery of S106 affordable 
housing, making the grant funded programmes even more critical to 
meeting England’s affordable housing need.

50%
The introduction of CIL saw the number 
of new planning consents granted fall by 
50% from their pre-CIL average
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