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Purpose of report


1.1. To carry out interim mapping by June 2004 to achieve a better understanding of key worker housing needs in the sub-region as required in the South East London sub-regional Housing Strategy (Action Plan 2003/04 to 2004/05).

1.2. To consider the supply and demand of key worker housing within the South East London sub-region.


1.3. To provide some interim targets for future years key worker accommodation and tenure type within the South East London sub-region.

1 Executive Summary

1.1 This interim mapping exercise has found that 2,400 new (re-lets and new lets) key worker homes will be supplied to 2005/6.

1.2 The identified demand for that same period is 2,800.
1.3 Therefore on the basis of identified demand the sub-region requires a further 400 key worker homes to satisfy the current demand.
1.4 There is a possibility that there has been an underreporting of the non-National Health Service (NHS) demand and if that is the case the demand might increase to 3,400 to 2005/6.
1.5  The sub-region must now carry out more mapping and research to quantify demand to 2005/6 and  beyond 2005/6. This must also refine the tenure, accommodation size and affordability aspirations of key workers and employers taking into account general workforce trends and the impact of the Thames Gateway upon the sub-region. 

2 Policy Background

2.1 Central Government published the Communities Plan in 2003 which is the Government’s vision for integrated, sustainable communities and the need to ensure key workers can afford to live in the communities they serve is critical to this vision.

2.2 The London Housing Strategy reflects the central Government policy on Key Worker housing and therefore recommended a substantial amount of funding (£219 million) in it’s investment submissions to the Office of the Deputy Prime Minister (ODPM). In October 2003 ODPM announced funding of £371 million over 2004/05 and 2005/06 for key worker housing, increasing the funding by 70 percent.

There has been a great deal of discussion at a London level about the importance of providing affordable homes for Key Workers. The ‘Keep London Working’ partnership’s research in August 2003 suggested the capital needs an additional 7,000 homes per year for three years to cover the backlog and 3,500 per year thereafter to keep key workers within the capital.

2.3 The South East London sub-region’s Housing Strategy reflects the London Housing Strategy but with a sub-regional focus.

The sub-region understands the importance of key workers to achieve the wider aim of creating sustainable communities. This means that for a healthy thriving community to be successful a secure and motivated workforce is required in the service sector.

The projected expansion of new communities in the Thames Gateway will have a ripple effect into the service provision across the sub-region especially in the Heath sector where the tertiary NHS facilities are based in the inner London boroughs.

The sub-region has an important role to ensure that suitable homes can be provided for the expanding workforce in the right geographical areas, the right tenure and at an affordable cost.

2.4 The sub-region includes London Borough of Lambeth for the NHS demand as Lambeth is within the Health Authority boundaries. However the Lambeth supply is not included in these figures as the reporting of supply is for the South East sub-region only.
2.5  The sub-region is using the following definition of key workers as used by the Housing Corporation (HC) in its November 2003 Guide to the Allocation Process:

· Nurses/Health Workers

· Police

· Police Civilians

· Social Workers

· Teachers

· Occupational Therapists

· Prison staff

· Probation Service Staff

· Planners

The HC has recognised that the above may change as directed by recruitment and retention needs as well as recommendations from the London Housing Board and employers contributions. 

The Association of London Government (ALG) is currently looking at the definitions. 

2.6 Affordability is central to the provision of homes for key workers. The increase in house prices in the capital means that most of the key workers defined above will not be able to buy a home on their current salary. The sub-region is working together to ensure that all of the new homes provided for key workers are affordable and that there is sufficient demand in the sub-regional boroughs.

Property prices for the lowest quartile for average house prices in the sub-region ranged from £127,000 in Bexley to £154,000 in Bromley last year. This means that the lowest salary needed to purchase a property is approximately £58,000 (based on three times annual salary).

The average key worker salaries within the sub-region range from £19,000 to £27,000, which means that outright purchase with a mortgage is out of reach for most key workers.

The Keep London Working research confirms this as their findings say the average key worker salary is between £15,000 and £35,000 and are therefore unlikely to be able to access the housing market without some public subsidy.

They also found that those that chose to rent would find it hard to access the private rented market and required some public subsidy to make it affordable.

The sub-region has already agreed a protocol with the NHS that sets out affordability for rented accommodation based on 30 percent of their disposable income. This makes a clear statement to the providers of the new homes and ensures the affordability levels are similar throughout the sub-region.

Paragraph 8 looks in further detail about research that is required to refine the information on affordability and try to achieve a sub-regional approach to affordability.

3 Funding Streams

3.1 The Starter Home Initiative (SHI) ended in April 2004 and the London allocation was approximately £140 million. The initiative helped key workers to purchase a first time property on the open market through a Registered Social Landlord (RSL).

There are three different options:

· SHI DIYSO – purchase a share of the property and pay rent on the remainder

· SHI Homebuy – purchase a flexible equity with the remaining share funded on an interest-free basis repayable on sale.

· Equity loan – purchase with the assistance of a lump sum loan repayable on sale.

The SHI has been very successful with 854 key workers being housed from the sub-region to April 2004.

3.2 The Challenge Fund was launched by the HC in April 2003 when £300 million was made available for RSLs to provide additional homes in London, secure a step change in the construction industry by using off-site manufacturing systems and to produce this home more quickly and efficiently. It also tested the ability of RSLs to deliver affordable homes for key workers through intermediate rent and new build Homebuy.


3.3 Some of the sub-regional boroughs are able to provide key worker homes through the use of a S106 planning agreement. The predominant housing need is for social rent and most boroughs wish to use their S106 agreements to reflect this. There is some scope within the S106 agreement for intermediate accommodation, some of which might be suitable for key workers.

3.4 Another source of funding for key worker homes is the Re-cycled Grant Fund (RCGF). This grant becomes available when a RSL sells a previously grant funded home and they are required to re-use the grant element on a new home.

3.5 Some RSLs and other providers are able to self-finance key worker accommodation. This is usually sub-market rent where the rent will repay the loan required to build or refurbish the home. A provider may use this funding stream to make use of empty property or to create a mixed tenure development.

3.6 The Single Regeneration Budget funded the Keep London Working research where the partnership (made up of employers, housing providers and developers, local authorities and lobby groups) has been developing and letting 175 intermediate rent flats and houses across London to contribute to the research and determine good practise.

3.7 A new programme for key workers has been announced by English Partnerships (EP) where sites owned by EP, local authorities and other public landowners in London will be developed to produce around 4,000 key worker homes over the next two years.

3.8 The importance of providing key worker accommodation has been recognised in the HC’s London investment programme from 2004 to 2006.

There is nearly £1.5 billion investment to produce over 20,000 new and market purchase homes. Of that total 8,000 of the new homes are to assist key workers. 

The south east sub-region has been allocated a total of £53 million for key workers:

· £21 million for Homebuy (newbuild and existing properties) 

· £22 million for shared ownership 

· £10 million for intermediate rent 

The new allocations will cover the following options for key workers:

· Homebuy - purchase a flexible equity with the remaining share funded on an interest-free basis repayable on sale.

· Shared ownership – purchase a share of the property and pay rent on the remainder.

· Intermediate rent – rent a property at below the current market rent.

· London Challenge Key Teacher Homebuy – as Homebuy above but will target certain teachers who have been identified by the Department for Education and Skills as making a vital contribution to the improvement of certain schools.
The HC will appoint a RSL  ‘Zone Agent’ for each of the sub-regions and they will be responsible for managing the Homebuy and London Challenge Key Teacher Homebuy allocations for that sub-region, administer a waiting list and process applications, liase with employers and ensure all stakeholders are actively engaged.

4.9
Of all the above funding streams the majority of the new supply will come from the HC programmes described in 4.8.

4 Supply

4.1 The supply of existing (re-lets and re-sales) and new accommodation will produce a total of 2,416 homes for key workers up to the 2005/06 financial year in the South East sub-region.

4.2 The supply of accommodation in management and in the pipeline is split 70 percent rent (intermediate and sub-market rent) and 30 percent sale  ( ie shared ownership, equity loan or homebuy) with a high amount of cluster flats.

The new allocations from 2004/05 onwards see this change to 20 percent rent and 80 percent sale with mostly self-contained homes. 

4.3 See Appendix 1 for further detailed figures and assumptions.

5 Demand

5.1 There is demand for 2,789 homes for key worker accommodation up to the 2005/06 financial year in the South East sub-region.

There is a further demand identified for Health workers up to 2016 of 2,209 further homes. It is likely that the other key worker demand might be around 1,882 for the same period if the SHI split of 54 percent NHS and 46 percent other key workers is used. Therefore the total demand is more likely to be 4,000 new homes up to 2016.

 However the sub-region still needs to carry out further market testing on the remaining key worker demand for the future, with a particular emphasis on the Thames Gateway area. 

5.2 The Keep London Working research has indicated the need for 7,000 homes a year for the first three years based on a more extensive definition of key workers than the sub-region is currently using. Therefore the sub-regional figures of 2,789 homes over the first two years or 1,395 homes per year looks reasonable as there are a further four sub-regions within London.

5.3 The South East London NHS Workforce Development Confederation has identified the need for predominantly self-contained accommodation with a wide range of home ownership models as well as rent.

More home ownership will enable the NHS to retain middle managers requiring family homes who would otherwise move out of London.
5.4 The NHS research indicates a 50:50 split between home ownership and rented accommodation demand. However anecdotal evidence from the boroughs and RSLs suggests that established Teachers predominantly prefer home ownership.

Paragraph 8 looks in further detail about research that is required to refine the information on demand.

5.5 See Appendix 2 for further detailed figures and assumptions.

6 Future Targets

6.1 Taking these initial findings the sub-region requires approximately a further 400 homes up to the 2005/6 financial year to satisfy current identified need. 

The tenure of these homes will need to be considered after the sub-region has carried out further market testing on tenure preference.

6.2 For future years the sub-region will require approximately 250 homes per year to 2016 for health workers assuming that the demand stays reasonably similar. This will increase to approximately 450 homes per year if the extrapolation for non-NHS key workers referred to in paragraph 6.1 is correct.  This assumption will be tested when the sub-region has carried out further market testing on the remaining key worker demand, with a particular emphasis on the Thames Gateway area.

Again the tenure of these homes will need to be considered after the sub-region has carried out further market testing on tenure preference.

6.3 Once the sub-region has carried out further research and is clearer about the demand and tenure split there will be the possibility to liase with other neighbouring sub-regions to see if there can be movement between the south east and the other sub-regions.

7 Conclusion

7.1 The identified demand and supply for the next two financial years (2004/05 and 2005/06) within the sub-region looks reasonable and broadly accords with the Keep London Working research.

The identified gap of 400 homes could be a minimum level if the non – NHS key worker demand had been underreported: however as a target for additional accommodation to be secured for the next two years it is likely to be extremely challenging to achieve any further homes.

7.2 The demand might well be affected by a number of external factors such as the affordability of the private rented market and mortgage interest rates. The sub-region will need to monitor it’s effectiveness in delivering key worker accommodation to ensure that the quality, quantity and affordability complements the private rented sector rather than competing with it. The Keep London Working Partnership have carried out initial research on this and the sub-region might want to build upon their results.

7.3 The sub-region will need to carry out further research as quality supply catches up with demand to ensure the correct match of accommodation in terms of quality, tenure, size, location and affordability that fulfils the needs of key workers therefore aiding recruitment and retention


7.4 Affordability is critical to the success of a key worker programme and the sub-region will need to closely monitor affordability levels throughout the boroughs. The NHS protocol should be used as an example of best practise and refined to achieve robust figures on affordability throughout the sub-region. 

This might also include detailed analysis of income levels and whether there should be a differential on gross or net income dependant on the tenure and whether student loans ought to be considered in the affordability calculation.

7.5 The Zone Agent will have an important role in working with the sub-region to carry out this further research and monitoring the success of the key worker programmes. As the Zone Agent RSL will administer the waiting list for the sub-regional key worker programme they should be able to recognise trends and react to changes within the market in partnership with the sub-regional boroughs.
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Appendix 2

Interim targets for the provision of additional key worker housing in SE London 2004-6.

1. Ensure full delivery of units identified in Appendix 1 of this report.

2. Seek the development of a further 400 key worker homes.

3. The 400 additional homes to consist of at least 50% rented accommodation.

4. At least 100 of the additional units to be suitable for key workers with families.

5. ‘Pipeline’ opportunities for new developments to be identified and brought forward wherever possible.

6. Collaboration with English Partnerships to contribute towards the 400 additional units but also to ensure suitability of new homes.

These targets represent potential actions that are additional to the current action plan. Following consultation about these targets the action plan may be extended to incorporate them.

Appendix 3

Factors that influence the suitability of key worker accommodation

The ‘right type’ of key worker housing is likely to be based on the following factors:

· Tenure – staff retention tends to be assisted by provision of accommodation that involves ownership (such as shared ownership and Homebuy); recruitment tends to be assisted by rented accommodation. There are also different preferences according to occupational group and income levels. A rough 50:50 split between the 2 forms of tenure has been suggested.

· Affordability – various models of affordability exist, sometimes on a different basis for ownership and for rent. We believe that whatever model of affordability is used should be based on income levels. The Protocol stipulated that NHS staff should not spend more than 30% of their disposable income on housing costs associated with rented accommodation. It is reasonable to look at household rather than necessarily individual incomes.

Some groups such as teachers may have significant student loans that need to be taken into account. 

An approach to key worker housing based on a fixed level of discount from open market value is not necessarily a good basis on which to proceed.

The majority of key workers are relatively poorly paid with incomes of less than, in fact often substantially less than, £25,000. A smaller number of relatively higher paid key workers begin to have more opportunities to access rents and house prices at market levels. Our priority will be to cater for the larger numbers of relatively low paid staff.

We advise that single person accommodation should cost no more than £90 per week and that a 2 bedroomed flat, occupied by a single household rather than 2 individual key workers sharing, should cost no more than £120 per week.

Shared ownership for key workers needs to occupy a genuinely intermediate position in the housing market – i.e. between the cost of ‘social’ renting and the lowest market levels. Shared ownership should always be cheaper than purchasing on the open market.

The cost of shared ownership can be kept down by RSLs  offering low levels of equity such as 25% whilst ensuring that the rental element is also charged at a low level.

· Location – very few key workers aspire to live very close to their places of work. However most do expect to be able to travel to work relatively easily. Keep London Working research suggests that journey times of more than 30 minutes can be a disincentive. Therefore proximity to good public transport e.g. train stations at Peckham Rye, Catford/Catford Bridge, Bromley South is essential. Key worker also seek to live in locations that they perceive are safe e.g. for those coming home at irregular hours due to shift working.

· Unit size – ‘key worker housing’ has so far been predominantly provided in the form of 1 and 2 bedroomed flats. This has catered well for single key workers or for single key workers willing to share. Provision of accommodation, with appropriate levels of amenity, for families has not been so readily available. It is thought that this is leading to continuing difficulties in retaining more experienced staff with families.

Provision of suitable accommodation for families can therefore be seen as a priority. We shall continue to encourage it although a high level of public subsidy may be required to produce these units whilst ensuring they are affordable.

3 or 4 bedroomed accommodation is more suitable for families than for single key workers sharing – but in this case the rent levels will need to be significantly less and an additional level of amenity may have to be provided.

· Design – key worker housing needs to be well designed. The notion that the need for key worker housing is so pressing that schemes can be what would otherwise be regarded as sub standard is not acceptable. The Protocol already points to:

· Use of Housing Corporation Scheme Development Standards, Secure by Design and EcoHomes ‘Good’.

· Lifetime Homes wherever possible and consideration to provision of wheelchair units.

· Adequate levels of parking and amenity

· Type of scheme – there is evidence that there is little further demand for accommodation that involves sharing. For example neither NHS Estates nor Keep London Working’s research advocates any extension of this form of provision. There is a role for shared accommodation in providing interim accommodation for new recruits but turnover can be high and in the medium and long term this is not the sort of accommodation most key workers seek. Therefore it is self-contained accommodation that is sought. However there may also be an issue about the nature of accommodation – large schemes that are exclusive to key workers may be unattractive if they are perceived as ghettos. 
· Management – the management of key worker housing is a specialist housing activity that differs in many respects from the management of other forms of affordable housing. For example the turnover of rented accommodation may be high compared to ‘social’ housing and housing managers will need to be sensitive to the need to minimise voids whilst giving key workers a genuine opportunity to progress swiftly from one form of accommodation to another.

Appendix 4

KEY WORKER ACTION PLAN 2004/05-2005/06

1. Setting out the need for key worker housing and the resources available.

	Key Objectives
	Action 
	Responsibility
	Target date
	Comments

	Understand key worker needs and demands
	Collate existing research information on key workers in sub region
	Development Group


	April 2004
	Input from KLW research, local housing needs surveys etc. 

	Identify key worker housing schemes in sub region
	Map pipeline and future KW schemes in sub region
	Development Group


	April 2004
	Includes schemes without use of public subsidy

	Identify actual and potential investment in key worker housing.
	Identify existing and planned investment in key workers housing in sub region + predict future funding. 
	Development Group
	April 2004
	Relates to Government funding for key worker accommodation in 2004-6.

	Propose targets for provision of new homes for key workers in the sub region
	Produce initial targets for no. of  homes to be completed in 2004-5; 2005-6; 2006-7.

Include reference to unit mix and tenure mix.


	Development Group 
	April 2004
	NHS figures to be used as a ‘starting point’.

	Review targets and resources and monitor progress
	Produce key worker position statement
	Development Group
	June 2004
	This is a specific target relating to key worker housing that is set out in the Action Plan to the SE London Housing Strategy.


2. Ensuring the effectiveness of key worker housing provision

	Ensure key workers are fully informed of housing opportunities
	Develop a marketing and communication strategy 
	Zone Agent – with input from Development Group
	June 2004
	Assumes overall responsibility for marketing will lie with the Zone Agent rather than individual housing providers. 

	Target key workers effectively in order to improve recruitment and retention
	Establish mechanism to determine relative priorities for key workers and to define eligibility
	Zone Agent – with input from Development Group
	June 2004
	Priorities to be reflected in nomination/marketing agreement and linked to relative priorities for improving public services

	Ensure suitability of new housing for key workers
	Use research findings and data about earnings to provide advice about suitable key worker housing, and its cost. 
	Development Group
	Sept. 2004
	Build upon statements contained within the key worker protocol.

Family HA commissioned research into teachers likely to be available.

	Retain key worker housing 
	Reach agreement on ‘ringfencing’ key worker housing
	Development Group/Zone Agent
	Sept. 2004
	Aim to avoid key worker housing ‘leaking’ from the system – e.g. by agreeing arrangements for re-lets and re-sales.

	Effectively procure new key worker housing
	Build on the work set out in Key Worker Protocol – in particular reach agreement on approved pool of RSL providers working to agreed standards.
	Development Group
	Sept. 2004 
	Include reviewing wording and effectiveness of the key worker protocol itself. 

	Provide sufficient resources to support work on provision of key worker housing
	Appoint Strategic Health Authority Housing Co-ordinator


	NHS SE London Workforce Confederation


	April 2004
	Further input to be expected from Zone Agent and SE London Housing Strategy Co-ordinator

	Fully involve employers
	Set out opportunities for employer input and establish links between employers and housing providers
	Zone Agent/NHS Housing Co-ordinator
	Sept. 2004
	Initial focus to be on raising awareness of new key worker housing provision amongst employers. 

	Monitor take up of key worker housing
	Produce 6 monthly reports on take up
	Zone Agent
	From Sept. 04
	


Note: the ‘Development Group’ refers to the Development Group within the structure for the delivery of the SE London Housing Strategy. This is where formal strategic responsibility for a number of action points may lie. However, in practice, it is the liaison group between members of the Development Group and the NHS and LB Lambeth (and in future the Zone Agent) that will be taking the lead.
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