
Notes of Sounding Board meeting on modernising social housing regulation held on Tuesday, 30 September 2008 in Victoria Quay, Edinburgh

Present
Steve Byrne, Regional Network of Registered Tenants Organisations

Kennedy Foster, Council of Mortgage Lenders (CML)
Martin Hayward, Equality and Human Rights Commission (EHRC)
Caroline Johnston, COSLA

Ritchie Johnson, Association of Local Authority Chief Housing Officers (ALACHO)
Hugh McClung, Regional Network of Registered Tenants Organisations

Sue Shone, Chartered Institute of Housing (CIH)
Rena Smith,
Regional Network of Registered Tenants Organisations 

Tony Teasdale, SFHA (Rural Stirling Housing Association) 

Jennifer Wallace, The Scottish Consumer Council/Consumer Focus Scotland (SCC)
Maureen Watson, Scottish Federation of Housing Associations (SFHA)
Scottish Government (Housing and Regeneration):
William Fleming, Scottish Government (chair) 

Linda Leslie, Scottish Government
Tessa Brown, Scottish Government (minutes) 
1
Introduction

William Fleming said that the proposals for modernising housing regulation, which the Scottish Government had outlined in Firm Foundations, had attracted significant support.  In light of that support, the Cabinet Secretary for Health and Wellbeing had announced in June that the Government would develop detailed proposals for a modernised regime of regulation whose purpose would be “ensuring that tenants and taxpayers receive the value that they have a right to expect’ from social housing.  In September, the Government had announced that it would consult on a draft Housing Bill containing provisions to modernise regulation (and to end the Right to Buy on new social housing). 
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Purpose of the Sounding Board


Linda Leslie explained that the cross-section of stakeholders represented on the board would help the Scottish Government to shape its thinking around the detail of the draft Bill.  She noted that Firm Foundations had been clear that landlords themselves are responsible for delivering services and achieving continuous improvement. But, as demand for social housing continues to outstrip supply, tenants and prospective tenants are not in a strong bargaining position with landlords. The housing regulator had an important role in helping to redress the imbalance between landlord and tenant, ensuring that tenants received good value from their landlords, and in protecting public subsidy.

Linda said that the key principles for the reforms would be:

· a focus on current and future tenants;
· independence from Ministers;
· separating standard setting and measurement;
· reducing regulation and inspection burdens;
· consistency with the local government performance management and 
assessment frameworks; and
· more proportionate and targeted intervention


Linda noted that, while the current system of regulation focused in practice on tenants, there was no explicit requirement for it to do so in the Housing (Scotland) Act 2001.  The draft Bill would include such a requirement.
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Discussion on priorities for the modernised regulator


The sounding board was asked to consider two questions:

a) Its priorities for regulation; and
b) The range of powers it thought the regulator should have.

Priorities

Maureen Watson said SFHA believed that it was essential that regulation continued to be performed by a specialist housing regulator.  Kennedy Foster agreed and said the CML would want to see a strong focus on governance and financial viability. The regulator should have the power and capacity to intervene where a RSL was experiencing problems (such as occurred in the case of Ujima in England).  Kennedy also pointed to the lessons that could be drawn from the current crisis in the financial markets in terms of lack of effective supervision of lending organisations.  If the modernised regulator was to discharge its functions with authority and credibility and was to command the confidence of tenants and lenders, it would need to have full statutory independence from Ministers.  A clear separation of roles between Government and the regulator would also be essential. 


Caroline Johnston said that while COSLA agreed that there was a need for a specialist housing regulator for RSLs it wanted to see a reduction in the scrutiny burden on local authorities. COSLA’s view was that responsibility for auditing local authority housing services should transfer to Audit Scotland, although local authorities and RSLs should operate to the same performance standards. Local authorities would welcome a framework that gave more scope for self-evaluation and self-assessment. 


Ritchie Johnson said ALACHO also supported a self-evaluation process for local authorities, but recognised that tenants would need to be more involved in this than they are currently. He agreed there was a need to reduce the scrutiny burden on local authorities. Aberdeenshire Council, for example, had a combined social work and housing function and had recently undergone separate inspections for both services.


There was some discussion about the move away from cyclical inspections towards self-assessment as the starting point for scrutiny. There was support for self-assessment, but people felt a range of assessment, inspection and audit tools was needed. Members also agreed that tenants should be involved in self-assessment.  


The role of cyclical inspections in driving up standards and giving landlords an incentive to improve their performance was noted. However their cost, both to inspected organisations and to the taxpayer, was also noted. Organisations might spend several months and considerable resources preparing for inspections. Members agreed that unannounced or short-notice inspections, in the context of a risk-based approach driven by self-assessment, would help to address this problem. They could help to encourage landlords to deliver consistently high standards and good practice. 

Members commented that one of the benefits of inspection was that it highlighted positive practice, as well as areas of weakness. It would be undesirable for the regulator to focus purely on the negative areas. Sue Shone commented that thematic studies were particularly useful for highlighting good practice.


Hugh McClung said it was important for the standards that Ministers would set in future to be achievable by landlords and capable of being monitored. He noted that there was  nothing in current legislation to say how progress on the performance standards was to be monitored.

Martin Hayward said one concern for the EHRC was what self-assessment would mean for equalities issues. He commented that the regulators, as well as EHRC, had a responsibility to ensure that organisations were meeting their equalities obligations and noted that evidence suggested housing organisations often fall short of these. For example, research by the former Disability Rights Commission into the housing planning function in Scotland had found there was almost no consultation with disabled people.  It would be important for the modernised regulatory framework to address issues of this kind.


Tony Teasdale asked if the regulator would have a role in monitoring housing quality standards. He also expressed concern about the changes to the grant system and proposals to change the way new housing is procured and the impact that might have on rent levels. He commented that there was no explicit standard or guidance on affordability, and what it means.  He noted that the drive to reduce costs could be counter to the concept of community control and said it would be important for these issues to be worked through.


It was noted in discussion that it would be a challenge for the regulator to reconcile affordability and long-term financial sustainability with community control and involvement. William said Ministers did not envisage a modernised regulator having a rent-setting function.  What they did want to see was better value from the assets built up with substantial public subsidies over several generations.


Jennifer Wallace said that it would be important to consider the outcomes achieved for tenants as much as the cost of achieving them.  William commented that Ministers’ use of the term ‘value’ referred to the relationship between costs and outcomes.  The modernised regulator would be expected to form a view on the level of value achieved by landlords through an analysis of what they delivered for tenants and of the rents they charged in doing so.  Thus, while the regulator would be interested in the cost to tenants (and where relevant the taxpayer), its focus would be on what the costs actually achieved.  It was the responsibility of landlords to understand and control their costs to deliver the value that Ministers wanted to see. Similarly, in defining the outcomes that landlords should be achieving for their tenants, Ministers would be setting broad, high level objectives. It would then be for individual landlords to agree with their tenants what the local outcomes should be, depending on their particular circumstances and the tenants’ priorities.  William also noted that the Government would be commissioning a piece of research to get a better understanding of tenants’ priorities at a national level. 


There was some discussion about the need to find a way of getting regular information about tenants’ satisfaction with  landlords’ services. Jennifer noted that the SCC has been working with the Improvement Service to develop a consistent way of assessing customer satisfaction. Maureen noted that SFHA was in discussion with the Scottish Housing Regulator about benchmarking among RSLs.

Jennifer commented that while the Government was right to focus on current and future tenants it was also important not to forget other service users, such as factored owners. Tony noted that this group was growing with the growing popularity of shared equity schemes.


Powers of the regulator

The meeting discussed the need for different powers to regulate different types of organisations in a more diversified sector (including, for example, mid-market rent housing).  Members thought people should be receiving a consistently good level of service, regardless of the type of tenure. Maureen said she thought the important thing was to be clear about the outcomes landlords were expected to deliver, rather than focusing on a range of different powers to be exercised over different types of landlord or provider. 


Tony asked whether the regulator would be able to charge organisations for its services.  Linda noted that the 2001 Act already allowed Ministers in their regulatory capacity to charge but this power had not been used.  

It was suggested that self-assessment could potentially be more resource intensive for landlords than inspection. However, all members agreed that the information collected for regulation or inspection was no more than landlords should be collecting anyway to manage their business effectively.


Steve Byrne said it would be important for the new regulator to have a range of powers with ‘teeth’, and to be able to use them. It was also important for tenants to continue to have an input into regulation. He suggested that in extreme cases the regulator should be able to impose a fiscal penalty, not on the organisation (as that would have an impact on tenants) but on individuals such as the chair or director of a RSL.  However, Rena, Hugh and others disagreed.  They argued that penalties would be met from tenants’ rents and that they might also discourage tenants and other well qualified people from becoming members of Boards.  It was also noted that senior staff can already suffer a penalty in terms of loss of their job as a consequence of a poor inspection result. 
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AOB


Governance and accountability


The sounding board agreed there was a need to think about governance of the new regulator, including different board models and how people should be appointed to the board. 


Timescale for consultation on the Bill

William explained that the Government’s legal team was working on a number of different Bills, and this meant consultation on the draft Housing Bill was likely to start in spring 2009 rather than earlier in the new year, as previously suggested.
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Date of next meeting


20 November 2008.
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