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Local Government Association’s response to New Homes Bonus consultation 

The LGA sees the New Homes Bonus as part of a wider package of support for new homes that includes - Community Infrastructure Levy (CIL), Tax Increment Finance (TIF), contributions through section 106 agreements and also central government capital investment. It is important that the department considers the impact of the New Homes Bonus alongside and as part of a wider package of incentives to ensure that they work in a complementary manner. 
We set out in this response a number of key issues for consideration alongside specific responses to the questions posed in the consultation. In particular, there are two key issues that inform our response to this consultation. Firstly, the important role that councils play in stimulating housing development locally; it is important to note here that housing is important in itself but also building housing or improving poor quality existing housing form vital parts of local economic strategies. Secondly, the variable impact of the bonus on local authority areas. We consider these two issues in further detail as part of our response below. 
Feedback received from councils indicates support for the principle of providing incentives for new homes. The LGA would be happy to work with the Department for Communities and Local Government to take forward the implementation of the New Homes Bonus. 

The role of councils in housing development. 

Councils have a key role in housing development. Building new homes is essential to economic growth. Regenerating local economies and creating jobs will require homes that people can afford in the quantity and quality that accommodates their needs. We believe councils can play a central role in tackling housing shortages by providing the strategic leadership and encouraging partnership working. The recent CLG/LGA Commission, chaired by LGA President Lord Richard Best outlined the central role for councils in meeting the housing supply challenge going forward. The commission outlined many examples of the work local authorities were already playing, often in partnership, to redevelop, regenerate and transform their areas. 
Councillors take a proactive and positive attitude towards development locally; a recent LGA survey shows that 80% of the councillors surveyed agreed that their local authority area needs new housing. In addition councillors support development in their ward as shown by the survey result - over 54%of the councillors were generally supportive of new housing development in their ward area. More generally in their local authority area 50% agreed that the local authority needs to take a stronger role in housing delivery

The variable impact of the bonus on local areas 

· Regeneration and redevelopment schemes. 

The bonus needs to recognise that housing markets face different challenges in different areas of the country. In some areas obsolete or unattractive housing stock needs to be replaced with more appropriate housing and in others regeneration schemes and housing market renewal programmes are important. Although these do not represent a net gain in housing units, councils are still meeting very real housing need and should be rewarded. Feedback we’ve received from councils indicates a concern in areas with major redevelopment schemes. The time lag before the new properties are completed and the fact that replacements are generally at lower densities than those that were demolished represent potential losses for councils who for very good housing strategy reasons, have to replace significant parts of their housing stock. 

In order to avoid unfairly penalising authorities who are responding to housing need in their areas, we would argue that the net increase in the council tax element of the bonus should make some allowance for demolitions and that the affordable housing element of it should definitely look at the gross change (as the vast majority of properties demolished meet the affordable housing definition).

There is a need to ensure that large scale new developments, for example on Greenfield sites do not have a negative impact on communities nearby by attracting people away from existing housing. Areas that include National Parks or Areas of Outstanding Natural Beauty (ANOB) are also likely to find it more difficult to benefit from the Bonus due to restrictions on development in these areas.  
This is an issue cited in the LGA/CLG Commission which recommended that, during the consultation process, more work be done by DCLG on the merits of calculating the New Homes Bonus on a gross basis (simply counting the number of extra homes built) rather than on a net basis (including gains from conversions but deducting the

number of homes demolished).
· The size and distributional impact of the bonus 

As the consultation makes clear, year 1 of the New Homes Bonus (2010-11) will be paid for by an additional grant. This will be £196m in the first year of the settlement and £250m for the other three years.  

Amounts above this will be topsliced from formula grant.  This will apply from 2012-13.  As the provisional settlement for 12-13, published on 13th December 2010, makes clear, the top-slice in 12-13 will be £176m.  

It is not clear from the settlement whether there has been a relative resources adjustment to deal with this top-slice. The LGA’s initial contacts with CLG suggest not, although a different top-slice, affecting academy functions has led to a change in the shares of council tax base used when compared with 2011-12. If there has not been it will mean that authorities which don’t get the new homes bonus, such as police and fire authorities, will also pick up their share of the top-slice.

£176m is around 0.77% of total RSG and redistributed business rates in 2012-13.  The individual position of authorities and the different grant floors used will mean that the precise position will be different for different authorities.  However it is clear that the following will be significant

· How dependent the authority is on grant. The more grant-dependent the authority is the more New Homes Bonus it will have to receive to reverse the losses from the formula grant topslice.

· In line with CLG proposals in this consultation counties stand to receive only 20% of the new homes bonus. As such their proportional loss from formula grant will be greater.

LGA research highlights the importance of resources to cover the associated costs of new populations as a key criterion in gaining public support and acceptance for new housing development. As the recent LGA survey shows nearly 47 % of the councilors surveyed thought residents would be supportive of housing development if there is the infrastructure required to support new housing and populations. 

Rewarding local authorities as the democratically accountable local institutions will help councils work with their communities and other partners (LEPs, RSLs). Public resistance to development is a key issue locally, which can be mitigated by the provision of infrastructure to support new communities. This is a key factor in negotiating with communities on the importance of development. The bonus, working alongside other tariffs and powers together provide a useful package of measures to support councils to promote development locally. It is not yet clear if this package of measures will be sufficient to offset the costs of additional pressure on services and infrastructure arising from new developments. In addition the impact will of course be variable. It is proposed that the government undertake a stock take of the impact of the various incentive measures and flexibilities at the end of year one to assess any shortfall in the associated costs of providing housing development locally. 
Consultation questions responses 
As part of the consultation paper the government is asking for views on a number of issues. We will provide our answer to each of the questions individually. 

Question 1 - Do you agree with our proposal to link the level of grant for each additional dwelling to the national average of the council tax band? 

Yes we agree. We appreciate the incentive is predictable and based on a sensible approach.  

Question 2 - The Government proposes an affordable homes enhancement of £350 for each of the six years - what do you think the enhancement should be? 
The flat fee proposed increments council tax band A and B to the average band D. We appreciate simplicity and no additional burden on data collection for local authorities. 

However the delay in the provision of the affordable homes enhancement will make it difficult for local authorities to immediately see the benefits of increasing affordable housing supply and might make the incentive less powerful.  The LGA is willing to work with the government to find a way to mitigate this impact. 

Question 3 - Do you agree with the proposal to use PPS3 and also include pitches on Gypsy and Traveller sites owned and managed by local authorities or registered social landlords to define affordable homes? 

We agree and appreciate that it is simpler to use an existing definition rather than a new one. The LGA has been making the case to include Gypsy and Travellers site provision within the provision of affordable homes so this has our agreement too. 

The bonus should be available to any type of Gypsy and Travellers site provision including sites provided by a Community Land Trust. Feedback from councils has indicated examples of proposals being pursued to create a CLT to provide Gypsy and Travellers sites and we believe this should be rewarded by the scheme. In addition to address an existing imbalance in the provision for this particular minority we suggest a further incentive by including all new provisions of Gypsy and Travellers as qualifying for the affordable housing bonus. 

Question 4 - Do you agree with the proposal to reward local authorities for bringing empty properties back into use through the New Homes Bonus? Are there any practical constraints? 

The inclusion of empty properties in the incentives package is welcome. 

Councils can play a key role in bringing empty homes into use; for example discharging their legal powers to deal with nuisance properties, arbitrating fairly between community groups competing for scarce resources, access and target funding and support to ensure that empty homes are tackled in a systematic way.  The NHB must work in complement with other packages such as the funding to support this issue announced in the CSR and to be distributed through the HCA. Establishing a level playing field between councils and housing associations to access this funding is critical to allow this to happen. 

Question 5 - Outside London: Do you agree with the proposal to split the payment of the New Homes Bonus between tiers: 80 per cent to the lower tier and 20 per cent to the upper tier, as a starting point for local negotiation? If not, what would the appropriate split be, and why? 

The LGA welcomes local flexibilities and giving local areas the powers and opportunities to decide what is best for local communities. The LGA does not comment on distributional issues.  
Question 6 - Do you agree with the proposal to use the data collected on the Council Tax Base form as at October to track net additions and empty homes? 

Yes we agree. 

Question 7 - Do you agree with the proposal for one annual allocation based on the previous year’s Council Tax Base form, paid the following April? 

Yes. 

Question 8 - Do you agree that allocations should be announced alongside the local government finance timetable? 

Yes, it is sensible for local authorities to have as much notice as possible on their settlement. 

Question 9 - Do you agree with the proposal to reward local authorities for affordable homes using data reported through the official statistics on gross additional affordable supply? 

As mentioned previously the LGA would argue against any increase of burdens for local authorities relative to data collection. However we recognise this could be an issue and the need for most appropriate data exists. We’d like to have reassurance from the government that the affordable housing enhancement will be delivered to local authorities as promptly as possible. The LGA is willing to work with the government to ensure that consistent tracking systems are in place. 

Question 10 - How significant are demolitions? Is there a proportionate method of collecting demolitions data at local authority level? 

Demolitions are significant in areas with significant redevelopment schemes and in pathfinder areas and the government needs to be made aware of it. We have consulted with councils affected and there are two concerns: the time lag before the new properties are completed and also the fact that replacements are generally at lower densities than those that were demolished. A council reported to us that they expect about 250 demolitions in 2010-11 and a similar number in 2011-12, most of which will not be replaced until 2012-13 at the earliest.  These demolitions include a block of 112 flats which as currently anticipated will only be replaced by 25 properties on the same site. 

Based on this example the council would lose approximately 112 x £959 x 6 (£644,000) in the short term. This would only be partly compensated for a couple of years later by about 25 x £1,118 x 6 (£168,000) for the new properties. The net effect would, therefore, be a loss of about £476,000 over a period of about 8 years. This assumes that Band A properties are demolished and replaced by Band B.  

It can be seen then that the current proposal would penalise authorities who, for very good housing strategy reasons, have to replace significant parts of their housing stock.  Indeed, it would not be right if their decisions about whether to demolish were influenced by the effect on their New Homes Bonus.

The net increase in the council tax element of the bonus should make some allowance for demolitions and that the affordable housing element of it should definitely look at the gross change (as the vast majority of properties demolished meet the affordable housing definition).

Collecting specific data would make the scheme more complex, though there may be a case for recognising the situation faced by authorities undertaking a significant demolition programme within a focused geographic area, whether through the New Homes Bonus, or more bespoke support.

Question 11 - Do you think the proposed scheme will impact any groups with protected characteristics? 

No. 

Question 12 - Do you agree with the methodology used in the impact assessment? 

Yes. 

Question 13 - We would welcome your wider views on the proposed New Homes Bonus, particularly where there are issues that have not been addressed in the proposed model. 

Our main points have been made above and as part of the responses to the consultation questions. 


