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1. Introduction

MTW Research are an independent market research publisher focused on providing high quality,
value for money market reports, statistics and databases within the UK DIY, Building & Home
Improvement Products Industry. MTW Research reports are researched, collated and compiled
by experienced and qualified professionals, ensuring that the information contained within the
report is as accurate, relevant and up to date as possible.

MTW Research offers professional, quality market reports which are easy to read and digest and
provide valuable information on which to base further research or decision-making.

This report and accompanying spreadsheet provides an overview of the social housing market,
stock of dwellings forecast to 2012 and reviews the capital expenditure by each English local
authority on housing for a number of key product sectors, with the share by key sector illustrated
below:-

Figure 1: Engli i ing Expenditure Share by Product 2006/7

Disabled Adaption Rewiring  Roof Structure

x% Roof Covering

Security
x%

x% X%

Bathrooms
x%

0,
X/‘Chimneys
x%

Windows
x%

Kitchens
x% o

Structural

Central Heating x%

x%

Insulation
x%

(actual figures censored in sample) Source: MTW Research / CLG

The comprehensive spending statistics spreadsheet supplied with this report provides overall and
average expenditure statistics in value and volume by product, by region and by local authority.
This report provides an overview of the social housing market, share by housing associations and
local authorities, overview and identification of ALMOs, and a brief overview of key specification
and procurement influences in social housing. In addition, the report draws out some of the key
statistics from the accompanying spreadsheet.

The methodology for this report included primary qualitative research from social housing
providers, manufacturers, contractors and other trade sources. This was supported by secondary
research from a wide range of sources including trade journals, company reports, Companies
House, Government statistics, trade associations, company websites and existing knowledge in
this sector.




© MTW Research 2007

4. The UK Social Housing Market

4.1 Social Housing Market Definition

The UK Social Housing market is defined as consisting of houses, apartments and other
dwellings which are funded in full, or part by public expenditure either through central
Government or local authority funding. Primarily, these dwellings are provided by one of the
following:-

» Local Authority
» Arms Length Management Organisation (ALMO)

» Registered Social Landlord / Housing Association including:-

Abbeyfield

Almshouse
Co-operative
Co-ownership

Hostel

Letting/Hostel

Letting

Sale or Lease

Stock Transfer (LSVT)
YMCA/YWCA

VVVVVVVVYY

Funding for these organisations is provided from the public monies and distributed or raised
through the following means:-

» HRA (Housing Revenue Account)

» HIP (Housing Investment Programme)

» PFI/ PPP (Private Finance Initiative / Public Private Partnerships)

» Other publicly funded grants & loans

This report specifically excludes affordable housing schemes which are financed wholly by
the private sector.

4.2 UK Social Housing Market

The UK social housing market primarily consists of houses and flats owned by local
authorities and housing associations. In total, for 2007 it is estimated that there are around
26.7 million dwellings in the UK, including privately owned, privately rented and publicly
owned homes.
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The following table illustrates the total social housing market since 2000 and forecasts to
2012 within the context of the overall UK total stock of dwellings.

Figure 15: UK Social Housing Market — Total Dwellings 2000-2012
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5. Local Authority Housing —Key Capital Expenditure Levels

5.1Housing Capital Expenditure by Local Authority Region 2006/7
The following charts in this section are based on the statistics provided in the accompanying

spreadsheets, which provide further more detailed information on capital expenditure levels.

Extracted from the accompanying spreadsheets, the following chart provides the share by
region for local authority housing capital expenditure in 2006/7:-

Figure 20: Housing Capital Expenditure - Share by Local Authority Region 2006/2007

Yorkshire &
North West Humberside
x% i x%

West Midlands
x% East Midlands
X%
South West
x%

South East

x% x%

London
X%

actual figures censored from sample) Source: MTW Research / CL

From the total £xxx billion of capital expenditure on local authority housing in 2006/7, xx% of
this was attributed to social housing in London, reflecting a total of just over £xxmillion and
an increase of x% over the previous year.

The second largest region is x, which in 2006/7 spent just over £xx million on housing
improvements, though this reflected a decrease in expenditure of x% over the previous year.

The following chart illustrates the change in capital expenditure between 2005/6 and 2006/7
by region:-
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Figure 21: Change in Local Authority Housing Capital Spending by Region 2005-2007|
X region

X region

M 2005/6
02006/7

X region

X region

X region

X region

X region

X region

X region

T T T T T T T T T 1
0 100,000 200,000 300,000 400,000 500,000 600,000 700,000 800,000 900,000 1,000,000

£000s Capital Expenditure

( regions & actual figures censored from sample) Source: MTW Research / CL

As the chart illustrates, the level of capital expenditure on housing is relatively volatile from
year to year.

Regions which increased capital expenditure on housing improvements include

There are also significant variations in terms of the average level of overall expenditure on
housing by region, as illustrated in the following chart:-
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Figure 22: Average Capital Expenditure Per Dwelling

North West x region

x% 20%

West Midlands
x%

East Midlands

X region
11%

X region

X region 8%

1% X region
19%

(figures & regions censored from sample) Source: MTW Research / CL

In terms of average expenditure levels,
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5.2.2 Rewiring — LA Housing Expenditure by Region 2005/6 — 2006/7

The following chart illustrates the capital expenditure levels by value on rewiring by local
authorities in 2006/7:-

Figure 24: Rewiring Capital Expenditure by Regi

H X region

Ox region

B x region
Ox region
49,199

H x region

Ox region

Ox region

B x region

Ox region

T T T T T T T T T 1
0 5,000 10,000 15,000 20,000 25,000 30,000 35,000 40,000 45,000 50,000

£000s Capital Expenditure

(regions & figures censored from sample) Source: MTW Research / CLG]

The following chart illustrates the level of RMI work for this product sector by number of
dwellings undertaken on behalf of local authorities during 2006/7:-
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Figure 25: Rewiring RMI on Housing — Number of Dwellings 2006/7

M x region

Ox region

E x region

Ox region

H X region

Ox region

Ox region

E x region

Ox region

T T T T T 1
0 5,000 10,000 15,000 20,000 25,000 30,000

Number of dwellings

(regions & figures censored from sample) Source: MTW Research / CL

In order to provide an indication of which regions are generally focusing more on a particular
sector than others, the following chart illustrates how the value of capital expenditure on this
sector has changed as a percentage since 2005/6 by region:-
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Figure 26: Rewiring Capital Expenditure by Region - % Change 2005/6-2006/7|

-19
H x region

Ox region 40

Ex region
) 1"
Ox region

H x region

Ox region

Ox region

H x region

87
O x region

I T T T T 1
-20 0 20 40 60 80 100

% Change 2005/6 - 2006/7

(regions & figures censored from sample) Source: MTW Research / CL

The average level of expenditure for each product sector varies fairly considerably by region,
with some areas often spending a significant amount more on certain sectors than others.
The following chart illustrates the average spend by region for this product sector in 2006/7:-
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Figure 27: Averag
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6. Arms Length Management Organisations
Arms Length Management Organisations are private companies established by local
authorities as an alternative to stock transfer to housing associations. Whilst stock remains
the property of the local authority, day to day management of the properties is transferred to
ALMOs who are better placed to manage dwelling stock.

The primary focus of ALMOs until now has been the need to ensure all local authority stock
reaches the minimum decent homes standard by 2010. In the next few years, ALMOSs’ roles
are likely to change and become more broad ranging, as is discussed later in this section.

6.1 Stock of Dwellings by ALMO

Responsible for managing over 30% of social housing stock in the UK, arms length
management organisations are the third option for local authorities to improve their dwelling
stock to the decent homes standard by 2010. An ALMO is a private company which is
established by a local authority as an alternative to LSVT (large scale voluntary transfer) to a
housing association or PFI. The first round of ALMOs were established in 2002, with the
final (sixth) round of ALMOS announced in mid 2006.

The following chart illustrates the 70 ALMOs currently in operation, alongside their respective
social dwelling stock:-
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7. Key Procurement & Specification Issues in Social Housing

7.1 Overall Factors Influencing Specification of Products & Services
There are a number of over-riding factors which directly impact on the specification of

products and services to be used in the social housing market, driven primarily by central
government policy. These include:-

» Adherence to Best Value practices whereby price must be one of the evaluation
criteria when acquiring good and services. Other evaluation criteria may include, but
are not limited to environmental considerations, quality, and vendor performance.

> Delivery of Decent Homes Standard, particularly for local authorities and ALMOs,
but also housing associations to some extent, is crucial in order to receive funding
and is therefore an over-riding principle in terms of specifying products and services
by local authorities and ALMOs.

> Efficiency is a key issue impacting on specification, following Sir Peter Gershon’s
Review of Public Sector Efficiency, which was published as part of the 2004
Spending Review. The Gershon principles are of fundamental importance in terms
of assessing specification and procurement techniques, with a number of
associations and buying groups adopting these guidelines.

» Sustainability considerations are also increasingly an over-riding factor for local
authorities and ALMOS who may bid for resources which include environmental or
other works not directly contributing to the decent homes target, but which enhance
the sustainability of the investment in Decent Homes.

> Current

The above overall issues are generally found in the procurement processes of local
authorities and ALMOs in terms of refurbishment materials and services specification,
although a number of further factors also impact on procurement, including:-




