
Narrowing the gap between public
and private housing

FABIAN SOCIETY

James Gregory

Policy Report  62

In the Mix



The Fabian Society

The Fabian Society is Britain’s leading left of centre think tank and
political society , committed to creating the political ideas and policy
debates which can shape the future of progressive politics. 

With over 300 Fabian MP s, MEPs, Peers, MSPs and AMs, the Society
plays an unparalleled role in linking the ability to influence policy
debates at the highest level with vigorous grassroots debate among our
growing membership of over 7000 people, 70 local branches meeting
regularly throughout Britain, an active Fabian W omen's Network and a
vibrant Young Fabian section organising its own activities. Fabian
publications, events and ideas therefore reach and influence a wider
audience than those of any comparable think tank. The Society is
unique among think tanks in being a thriving , democratically -
constituted membership organisation, affiliated to the Labour P arty but
organisationally and editorially independent. 

For over 120 years Fabians have been central to every important
renewal and revision of left of centre thinking . The Fabian commitment
to open and participatory debate is as important today as ever before
as we explore the ideas, politics and policies which will define the next
generation of progressive politics in Britai n, Europe and around the
world. To find out more about the Fabian Society , the Young Fabians,
the Fabian Women’s Network and our local societies, please visit our
web site at www .fabians.org .uk .

Joining the Fabians is easy
For more information about joining the Fabian Society and to learn
more about our recent publications, please turn to page 107 .



Fighting Poverty and Inequality in an Age 
of Affluence

Beatrice Webb’s 1909 Minority R eport to the Poor Law Commission first set
out the vision, arguments and values of social justice that were to become
the foundations of the modern welfare state. It challenged the dominant
assumption that the poor were solely to blame for their own poverty ,
demonstrating that the causes of poverty are structural as well as
individual, and argued that society has a collective responsibility to prevent
poverty, not merely alleviate it.

Culminating in 2009, Fighting poverty and inequality in an age of affluence will
commemorate the centenary of the Minority R eport by making a major
contemporary contribution to the strategy for fighting poverty and inequality in
today’s Britain.

At a time when arguments about the causes of poverty , the principles of
social justice and the responsibilities of the state are again central and
contested issues in our political discourse, the project will explore how the
Minority Report ’s key insights should be renewed and applied today . In
doing so, the project will set out some core principles of contemporary
citizenship that should underpin a new welfare settlement for the 21st
century, as well as a series of practical proposals that will make a real
difference to tackling poverty and inequality .

For further information about the project ’s research programme, events
and publications, please visit the Fabian Society ’s web site at:
www.fabians.org .uk/research/fightingpoverty .

FABIAN SOCIETY



Fabian Society
11 Dartmouth Street
London SW1H 9BN
www.fabians.org .uk

Fabian Policy Report 62
Editorial Director: Tom Hampson
Editorial Manager: Ed Wallis

First published 2009

ISBN 978 0 7163 3062 2 

This pamphlet, like all publications of the Fabian Society , represents not
the collective views of the Society but only the views of the author . The
responsibility of the Society is limited to approving its publications as
worthy of consideration within the Labour movement. This publication
may not be reproduced without express permission of the Fabian Society .

We would especially lik e to thank:

British Library Cataloguing in Publication data.
A catalogue record for this book is available from the British Library .

Printed and bound by DG3



In the Mix
Narrowing the gap between 
public and private housing

James Gregory

FABIAN SOCIETY



vi

Nick Raynsfor d and Daniel Zeichner, in particular , are owed special

thanks, by both me and the Fabian Society. Nick and Daniel have done

a huge amount for the Society’s Housing Network, dedicating much of

their time and ef fort to speak at our events. They have also given

indispensible advice and guidance on the content and argument of

this Report.  

There has also been a wide range of input from the many individuals

and organisations that have attended our policy seminars or who have

been generous enough to spare their time for one to one interviews.

Much of that input has dir ectly contributed to this Policy Report. Hyde

Plus, of Hyde Housing, and Notting Hill Housing have been espe -

cially helpful in this r egard. 

I would also like to thank the Fabian staf f, especially Tom Hampson,

Tim Horton, and Rosie Clayton.

Acknowledgements



Contents

A timeline of British social housing

Summary

Introduction by Nick R aynsford

1| Public housing and life chances

2| Why mixing has failed so far

3| Residualisation and poverty

4| P olicy solutions

5| Conclusion

Case studies

References

viii

x

1

7

15

31

46

80

83

89

vii



viii

A timeline of British social housing

1946 Bevan makes his ‘living tapestry’ speech to the
House of Commons. The first generation of post-war
council house babies are born – a generation which
prospered throughout their lives.

1947 Conservatives in opposition call for a ‘property owning
democracy’ at annual conference. 

1951 The rush to volume. Conservatives elected on the
promise to build 300,000 new homes per annum. 

1955 Conservative Party’s second post-war term. 

1956 Building subsidies restricted to special needs housing –
such as slum clearances and housing for the elderly. 

1965 Labour White Paper, Housing Programme: the expan-
sion of public housing only to meet ‘exceptional need’.
A new political consensus on the targeting of public
housing. 

1970 The 1970 cohort born. The first generation of council
house babies to grow up being disadvantaged by
where they live. 

1977 Housing (Homeless Persons) Act. Local Authorities have
a duty to house the homeless. 

1980 The right to buy. The property owning democracy
goes live. 

2005 To date, 1.7 million homes sold under the right to buy.

2009 1.8 million households on the waiting list for public
housing. 



Britain is not br oken and public housing is not all about ‘sink

estates’. Nevertheless, while most of our public housing serves

its tenants very well, the evidence that this report presents

strongly suggests that concentrated public housing is not just a

symptom of poverty and disadvantage but is also a cause.

For many people, our housing policy has been nothing short of disas-

trous. By the age of 30, public housing tenants born in 1970 are twice as

likely as the population as a whole to suf fer from mental health pr ob-

lems, eleven times more likely to be not in employment education or

training, and nine mor e likely to live in a workless household.

But this is not only about the poor . As many middle class home-

owners, first time buyers, and people living in cities know , housing

policy has failed across many social groups. And this is only being

made worse by the recession.

We need to get housing right for the recession years and for the

longer term. This report finds a strong association between public

housing and worklessness. Given the lack of support provided by our

benefits system this also means that there are very high levels of

income poverty too.

Public housing is tainted by association with the imagery and stigma

of the sink estate and this undermines popular support for all public

housing. The mutual r espect we owe each other becomes undermined,

with some citizens seen as welfare dependents and somehow ‘other’:

Summary
Apartheid cities

ix
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alien beings in a subculture that horrifies and fascinates middle

England in equal measure. This report makes hard policy pr oposals to

deal with our ‘apartheid cities’. 

The repercussions of this ‘othering’ corr ode the moral and political

legitimacy of the welfar e state, making it harder to justify the r edistri -

bution of wealth and r esources that is needed if public housing is to be

valued as a vital public good like the NHS. 

How to narrow the gap
Breaking this vicious cir cle requires a fundamental shift in the way we

think about public housing and simply building mor e houses cannot

be the answer. The 1970s ‘rush to volume’ was a mistake then and it

would be now . Instead we need a series of reforms that rebalance our

housing to meet our needs.

n Mix public and private housing

We need to pursue housing mix with r eal conviction. This means

integrating public housing with private housing, not just in special

project ‘mixed communities’, but acr oss the full range of our

housing stock. Though this kind of mix is curr ently considered

best practice in planning guidelines, it is too often only honour ed

in the breech. 

n Use housing management holistically 

Public housing management needs to be about far more than

maintenance and rent collection. It should also be used as a means

of delivering employment and training services, thr ough the use

of proactive outreach programmes where necessary. 

n Replace Housing Benefit with a Housing Cost Credit

This report suggests an outline for a Housing Cost Credit (HCC) to

replace not only Housing Benefit, but all forms of financial assistance
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that the state provides to meet housing need. Crucially, this will

include all the curr ent (and futur e) measures to assist homeowners

experiencing dif ficulty in servicing their mortgage payments. 

n Reassess the ‘right to buy’ and the ‘right to sell’

On the ‘right to buy’, we should admit that Labour in the 1980s

was wrong about the benefits of the individual fr eedom it gave

people. But the Tories got it disastrously wr ong by failing to plan

for the reduction in the housing stock it cr eated. It also led to the

increasing concentration of poverty in the public housing that

remains. A right to buy a home should not mean that tenants

should have a right to take public housing stock with them if and

when they choose to leave the tenure. 

So we need a rebalancing: a remodelled and reassessed right

to buy with a right to sell. Labour should intr oduce a flexible

option to sell, in which households ar e given the option of trans-

ferring some or all of their equity to their Local Authority , thereby

reducing mortgage payments to a manageable level.
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Introduction
Nick Raynsford MP

Social housing is now – probably more that at any time in its 120

year history – the focus for controversy. Over the first 80 to 90

years of that period it was seen overwhelmingly as part of the

solution (indeed sometimes the only solution) to this country’s housing

problems. There was widespread confidence that the provision of mor e

social housing, predominantly but not exclusively built and managed

by local councils, was the right way forwar d. 

Over the past 30 to 40 years however, a growing number of voices have

questioned whether social housing hasn’t itself become part of the

problem. The number of new social homes being built during this period

has been way below the levels constructed in the immediate post-war

era, and the sale of council housing under the right to buy has signifi -

cantly diminished the stock. So social housing, provided by councils and

housing associations combined, now represents only one fifth of the

country’s housing stock compared with one thir d that were owned by

councils alone just 30 years ago. This decline is not universally seen as

unfortunate. On the contrary some commentators have even proposed

an end to the provision of social rented housing altogether.

Paradoxically, the level of demand for social housing remains very

high. In the midst of the most severe downturn in the housing market

for decades, the number of people applying to go on council waiting

lists has risen dramatically. 
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So how do we explain this conundr um of lar ge scale demand, but

growing doubts about the appr opriateness of the response? The answer

lies partly in the changed natur e of the social housing tenure, and the

characteristics of those living in social housing, and partly in the wider

economic and social environment in which it is now operating.

Put crudely, social housing represented an aspiration for a substantial

proportion of the population for its first 70 to 80 years. It of fered higher

quality accommodation than most available alternatives and tenants

were selected in such a way that many of the poorest and most disad-

vantaged were excluded.

Over the past 40 years or so, this has changed fundamentally. Social

housing is now widely per ceived as a ‘residual’ sector that houses only

those who are unable to afford what are seen as more attractive alterna-

tives and hence disproportionately accommodating those without work

or with a range of disadvantages. At the same time the shortage of

affordable accommodation, exacerbated by steep increases in house

prices and a persistent undersupply of new homes, means that social

housing remains the only viable option for lar ger numbers of people.

But only a relatively small pr oportion of those on waiting lists get

housed. While allocation policies continue, understandably , to give

priority to those in gr eater need, the concentration of the poor and

disadvantaged in social housing is inevitably perpetuated and social

mix becomes ever harder to achieve. All of this r einforces the process of

social separation and stigmatisation of social housing.

These are of course generalisations and as such inevitably over-

simplify the much mor e complex reality in which most r esidents of

social housing developments live. Indeed to a considerable extent the

polarisation of opinion in the past 40 years about social housing has

contributed to unhelpful caricatur es and stereotypes of the tenure.

Particularly with the benefit of substantial r ecent investment in the

‘decent homes’ programme and neighbourhood renewal, many council

and housing association tenants feel great pride in their homes and the
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areas in which they live. They rightly deplor e the stigmatizing pr ocesses

associated with criticisms of the alleged failur e of social housing.

Not only do these stereotypes misrepresent the more complex and

richer patterns which exist in the r eal world, they also contribute to two

misguided and danger ous policy responses. On the one hand there are

those who advocate the end of security of tenure for social housing,

seeing it as a transitory tenure to help people through adversity, but not

as a basis for long-term occupancy. Take away security of tenure, they

say, and this will fr ee up many more tenancies that can be let to people

in immediate need – a housing equivalent of the ‘bed blocking’ analysis

of the situation af fecting hospital beds in the NHS.

What those who advocate this approach fail to recognise is that it

will simply intensify the ‘pr oblem’ which they see with social housing

– an exclusive concentration of unemployed and disadvantaged

people locked in dependency. What chance is there of creating a better

social mix, let alone a community spirit and a sense of commitment to

the area, if the reward for anyone getting a job or a better income is the

receipt of a notice to quit? “Time to move on to make way for someone

in greater need” is a recipe for perpetual residualisation of the estate.

Ironically the advocates of this policy would be the first to object if

their entitlement to occupy a home of their own wer e to be arbitrarily

threatened by some higher authority. “An Englishman’s home is his

castle” is the policy they apply to themselves, but wish to deny to their

less fortunate fellow citizens.

But equally misguided is the belief that the way forwar d is the

resumption of lar ge scale council home building programmes. Yes, we

do need an expanded supply of social and affordable housing and

indeed of other housing tenur es, but these should not be built in mono-

tenure estates. One of the curious characteristics of 20th century

housing policy was the adoption of what can only be described as

social apartheid. In the 30 years that followed the end of the second

world war , we saw the largest scale housebuilding programme in the

country’s history . Politicians promised to build ever mor e homes – and
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they deliver ed. Harold Macmillan built 300,000 new homes a year in

the 1950s; Harold Wilson built 400,000 homes a year in the 1960s.

These new homes were almost exclusively owner-occupied or council,

but they rarely if ever wer e built together. Each had their own separate

location, as if it were unthinkable for people of dif ferent tenure to live

next door to each other. Yet that has been the norm for most of the 5000

or so years of recorded world history . Not only did people of dif ferent

economic and social status live in the same street or village in medieval

England, they often lived in the same home, with a few animals as well

thrown in for good measur e! These patterns persisted until the 19th

century. Of course wealthier people enjoyed much grander and more

comfortable accommodation than others, and within the home

‘upstairs’ and ‘downstairs’ wer e clearly delineated. But the rule that

people of dif ferent economic status should live in entir ely separate

geographical areas did not become the norm until the mass housing

programmes of the mid 20th century.

And a very unhappy change of policy it has pr oved. While council

housing remained an aspiration for large sections of the better-off

working class, the disastrous consequences of this social apartheid were

not fully felt. But once council housing became a residual sector accom-

modating a dispr oportionate number of the poor est and most disad-

vantaged members of society, the dire results of this social separation

came home to roost.

That is why the return to mixed tenur e communities is such a crucial

issue, and why this Fabian pamphlet fulfils such a valuable r ole in the

debate about the future of housing policy. Unlike too many other r ecent

contributions fr om think tanks which show little or no appr eciation of

the real-world r ealities, this publication of fers a thoughtful and thor -

ough analysis of the problem of residualisation and social segregation,

and the damaging impact this has on people’s life chances. James

Gregory also recognises that the problem goes far wider than simply

housing policy . Solutions depend on a range of well-integrated
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responses, addressing education, health, employment, crime and other

issues as well as housing.

To an extent we have begun to learn this lesson. The fact that the

responsible government department is now known as Communities

and Local Government, rather than Housing and Local Government as

it was in the immediate post-war era, is an indication of the change in

thinking. Housing and planning policy has championed the cause of

mixed tenur e and balanced communities for more than a decade. And

even among the housebuilders, who for most of the 20th century were

intransigent about the need to segregate owner-occupation from social

housing to retain its value (the infamous Cutteslowe Walls referred to

on page 19 of this pamphlet providing a characteristic example), there

is growing r ecognition that well designed mixed tenur e developments

can succeed socially, economically and environmentally.

In the current recession, funding from the Homes and Communities

Agency for social and affordable housing as part of mixed tenure devel-

opments is likely to pr ove a highly attractive pr oposition to the home-

building industry . Our challenge is to ensure that this commitment

doesn’t evaporate when recovery comes. But even more challenging, as

this pamphlet r ecognises, will be the task of turning round existing

mono-tenur e estates which suffer from stigmatisation and social segre-

gation. There are good examples of success which demonstrate the

scope for transformational change even in very deprived ar eas. Sensible

housing allocations policies which do not r einforce concentrations of

unemployed and disadvantaged people in one area have a role to play.

So too does good management and maintenance. Too many ‘sink’

estates started life as model developments but have been allowed to

deteriorate. Hence the tendency of older, long established tenants of

council housing estates to reminisce nostalgically about how lovely the

place was when they first moved in, often contrasting this very

unfavourably with its curr ent state. Once the rot sets in and estates get

a bad name, the task of returning them to normality is much har der. So
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active management and prompt and efficient maintenance services have

a key role to play.

However , the overwhelming evidence is that the turnar ound of a

problem estate cannot be accomplished by housing policies alone. When

there is widespread worklessness and unemployment, active interven-

tion to assist people to acquire the skills and confidence necessary to

secure lasting employment will be vital. Similarly measur es to tackle

problems of crime, drug abuse and anti-social behaviour may be essen-

tial, as well as new opportunities and facilities for youngsters who in the

past had too few chances for constructive play or leisur e activity. The

good news is that an increasing number of more progressive councils

and housing associations are recognising the need for comprehensive

approaches that incorporate a range of different elements to break down

the sense of social separation and isolation that can affect some stigma-

tised estates.

Building on the per ceptive and thorough analysis of the problems this

pamphlet concludes with a series of recommendations on actions which

can help achieve the objective of normalising areas which have become

stigmatised and isolated from the mainstream of society. As with any

comprehensive set of recommendations some are more likely to succeed

than others, but in the best Fabian tradition this pamphlet sets a clear

dir ection based on a sound evidence base and invites us to respond.

There can be few more important political challenges in the coming

years and ’In the Mix’ deserves the closest attention from those respon-

sible for defining the policies on which a Labour government should

fight the forthcoming election.
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1 | Public housing and life chances

New Labour’s promise

Shortly after coming to power in 1997, Tony Blair paid a now-famous

visit to the Aylesbury Estate in south London, chosen as the location

for his first speech as Prime Minister. In the language of inclusion

that was to set the tone of the New Labour project, Blair declared that

there would be an end to “no go areas”: there would be no areas in which

the poor and marginalised could simply be parked and for gotten by the

affluent majority . 

Almost immediately , the newly created Social Exclusion Unit pledged

to close the gap between the poorest areas and their more prosperous

neighbours. Then, in 2001 they produced the Neighbour hood Renewal

Strategy, which has at its heart a core vision: that within ten to twenty

years no one should be seriously disadvantaged by where they live.

Within policy cir cles an old, powerful ideal soon re-emerged: the 1945

ideal of Labour minister Nye Bevan that “the doctor , the grocer, the butcher

and the farm labourer all lived in the same street”.
1

Today, Bevan’s aspira-

tion towar ds the “living tapestry of the mixed community” is expr essed in

the rather more prosaic Planning Policy Statement 3: “To create sustainable,

inclusive, mixed communities in all ar eas, both urban and rural”.
2

Yet, despite real effort over the last decade to make good on these aspi-

rations, and some important successes, from regeneration projects to

impr ovement in the quality of public housing stock, no-one could seri -

ously argue that people are not still disadvantaged – often acutely so – by
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where they live. And as for Bevan's noble aspiration, many people on the

British left now feel that the historic failur e of successive governments –

including the curr ent Government – to fulfil this is pr ofound. They see a

failur e in housing policy that has achieved the exact opposite of mix – the

segregation of so much public housing, resulting in concentrated pockets

of poverty, and the very great social polarisation that our rising general

affluence has left in its wake. The consequence has not only been the

continuation of a str ong connection between public housing, place and

poverty, but a set of processes that actually foster and entrench the

poverty of social tenants.

This pamphlet explor es the residualisation of public housing and the

segregation it has generated, why it impacts adversely on the life chances

of those who use public housing, and what can be done about it. Chapter

2 provides a brief history of public housing, exploring how we got into this

position and, fr om a historical perspective, which policy appr oaches can

be said to have succeeded or failed. Chapter 3 offers a theoretical model of

how residualisation can foster and exacerbate poverty and exclusion, and

illustrates how this has worked in the case of public housing. Finally ,

building on this historical and theor etical analysis, Chapter 4 looks at some

possible policy solutions for tackling the r esidualisation of public housing

and impr oving the life chances of those who use it.

Some facts about housing, place and poverty
The area you live in – your neighbour hood – can have an effect on how

disadvantaged you are. Statistical analysis of the British Household Panel

Survey has shown that, over the life-cycle, an individual’s chances of

gaining employment or leaving poverty wer e significantly r educed if he

or she lived in a poor area, a finding that is backed up by international

evidence from a range of countries.
3, 4

Take two individuals with the same

skills, qualifications, and health, place them in neighbour hoods with

dif ferent levels of poverty or affluence, and the life chances of one are

likely to be significantly worse than for the other . 
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For those who like their facts to come with drama and colour , the

evidence on the link between poverty, place and physical health outcomes

is even more striking. A r ecent World Health Or ganisation report

provides us with a tr uly schocking fact: in Calton in Glasgow, average

male life expectancy is a pathetic 54 years.
5

Beyond these neighbourhood effects, however, the tenure of public

housing itself is strongly corr elated with a wide range of social disadvan -

tage. In particular, the analysis of individuals born in 1970 demonstrates

the following (str ong) correlations. Being in public housing at the age of

30 meant that, compared to the population as a whole, you were: twice as

likely to suf fer from mental health problems (such as anxiety and depres-

sion) and to have a low sense of ‘self-efficacy’; eleven times more likely to

be not in employment, education, or training; and nine mor e likely to live

in a workless household.
6

A broad range of social disadvantage associated with being in public

housing at the age of 30, for the 1970 cohort, is illustrated in Figure 1. 

In his review of the futur e of public housing, the respected social policy

academic John Hills came to a similar conclusion regarding worklessness:

“even controlling for a very wide range of personal characteristics, the

likelihood of someone in public housing being employed appears signif -

icantly lower in than those in other tenur es”.
7

Beyond this, robust academic research has demonstrated a strong corre-

lation between housing tenur e and mental health problems, with public

housing tenants more likely than others to be affected.
8

And ther e are

important neighbour hood effects here too: those living in electoral wards

with concentrated unemployment ar e more likely to suf fer from depres-

sion and anxiety once they have been affected by physical ill-health, and

are less likely to recover in a reasonable time frame after the onset of these

psychological conditions.
9

Such correlations, of course, are partly a product of the allocation

system. The chronic undersupply of public housing, coupled with a

needs-based allocation system, means that public housing is now what



10

In the Mix

Figure 1 Social housing tenure in 2000 and multiple disadvantage,
1970 cohort. Odds ratios for co -occurrence of social exclu-
sion outcomes with social housing tenure, age 30.

An odds ratio of two means, for example, that 30-year olds in social
housing had odds twice as high of having this characteristic as those of the
general population, for example 1/5 instead of 1/10.

Financial problem

Overcrowding

Not in employment, education or training at 30 

Not in employment, education or training at 18

Addiction to drug/alcohol

Other mental health issue

Depression

Mental health problem

Absent child

Workless household

Low hourly wage

Low self esteem

Not voting
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High level criminality

Low level criminality
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Homeless

Single parent

Teen parent

Single, separated, divorced

Psychiatric disturbance
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might be called a ‘poverty tenur e’ because only the poorest people are

filter ed into it. So here tenure is a symptom rather than a cause.

But even taking this into account, the emerging statistical evidence

confirms what a stream of anecdotal evidence over several decades has

continuously suggested: in certain contexts, public housing can itself be

part of the causal processes of poverty.

A r ecent longitudinal study , based on four major birth cohort data sets

that stretch back to 1946, has found that, even once we control for a whole

range of individual and family backgr ound variables, both housing

tenure and area matter for later life outcomes.
10

For those born in 1946, growing up in public housing was not associ -

iated with incr eased risk of disadvantage later in life. Yet for the cohort

born in 1970, the impact of tenure on life chances was profound. For this

latter group, growing up in public housing was associated with a signifi -

cantly increased risk of disadvantage later in life (such as worklessness,

financial pr oblems, and depression). Similar associations between social

housing tenure in early adultholld and disadvantage in later adulthood

were also found. 

Significantly , these effects remained even when controlling for a range

of background variables which might otherwise explain the corr elation of

housing tenure and adult deprevation (variables such as education,

family income, and occupation), suggesting such statistical associations

are due to the impact of housing tenure rather than to the factors that lead

individuals to be in public housing in the first place.
11

And only some of

the link between tenur e and subsequent disadvantage can be accounted

for by area effects. 

What accounted for this change in the life chances of social tenants

between the 1946 and 1970 cohorts?This pamphlet argues that a key

element was a change in the nature of public housing in this period, and

presents a histoical and institutional analysis of this change, along with an

examination of some of the causal mechanisms that underlie this connec-

tion between tenure and life chances. But one conclusion should jump out

from the very start: there is nothing inevitable about this corr elation
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between housing and disadvantage. It has been caused by political and

institutional pr ocesses – and such processes can be arrested and altered. 

The residualisation of public housing
The most important of these processes, and the central theme of this

pamphlet, is the residualisation of public housing since 1946.

Residualisation means two things, both of which ar e central to the argu-

ment of this pamphlet. 

n Public housing for the poor only

Firstly, residualisation is what happens when public housing becomes

highly tar geted, aimed at an ever-smaller group labelled as ‘the poor’. 

n Geographically concentrated public housing

The second process follows, as we shall see, from the first. As well

as public housing being targeted only a certain class of individual,

it is also increasingly geographically concentrated, as we have seen

with the huge monolithic estates of the 1960s. 

The net result of these processes has been the increasing polarisation of

public housing, physically isolated and socially mar ginalised fr om main-

stream housing provision. 

The statistics bear this out. The number of individuals living in social

housing in England has declined dramatically fr om 42 per cent of the

population in 1979 to just over 19 per cent in 2002. While in 1979 over

forty per cent of social housing tenants were in the top half of the income

distribution, today this figur e has more than halved.
12

One key driver of this tr end has been the increase in home ownership

over the same period among middle- and higher -income households.

Between 1965 and 2003, the proportion of the most disadvantaged 40 per

cent owning their own homes fell, while that amongst the r emaining 60

per cent rose; for those in the middle quintile, the pr oportion of owners

rose from 34 per cent to 64 per cent.
13

And with the dramatic incr ease in
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housing value over this time, the r esult has not only been a polarisation

of the population in terms of tenur e, but also in terms of wealth. 

Added to this ther e is the literal spatial segregation and concentration

of public housing that has always been a feature of housing in Britain, but

which was greatly accelerated in the 1970s and 1980s. The clearest expres-

sion of this aspect of residualisation is, of course, to be found in the rela-

tively small – but tr emendously symbolic – proportion of public housing

that is concentrated on large estates. It is in these estates that the two

processes of residualisation come together in a double whammy against

fair life-chances: council housing given only to the poor est, and the

poorest thereby corralled into deprived neighbour hoods. 

So the location of Blair’s 1997 Aylesbury Estate speech was well chosen.

Not only did the estate exemplify the pr ocesses of residualisation and

disadvantage I have just sketched, but the visual profile and image of the

estate also captured the immensely powerful symbolism that the imagery

of the ‘sink-estate’ still evokes. It is a symbolism that part r eflects and part

creates the realities of life in the most deprived neighbour hoods – always

areas with very high concentrations of social housing, and invariably

associated in the public imagination with the housing of the monolithic

‘council’ estate that is now very often - in the world of ALMOs and Lar ge

Scale Voluntary Transfers - no longer a council estate at all.

The literal, spatial concentration of such estates clearly tells a story

about the polarisation of dif ferent types of housing across the UK. And as

well as a concentration of tenure, there has been a concentration of

income too.
14

As Danny Dorling has observed, this polarisation has

brought with it a pr ocess of social distancing: “Poor, rich and average

households became less and less likely to live next door to one another

between 1970 and 2000”.
15

In particular , since the 1980s, there has been

increasing clustering and concentration of the ‘breadline poor ’ (those on

the cusp, moving in and out of poverty), who ar e increasingly spatially

separated from both average and wealthy households.
16

It is significant that this is not just a story of the poor being pushed to

one side: the wealthy are also exiting, often walling themselves away in
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urban gated communities. It is not just, it seems, that the aspiration in

Britain is to own rather than to r ent quality social housing – it is also to

place as much distance as possible between the ‘independent’ affluent

and the stigmatised poor in social housing. If those in the middle – the

‘average’ households do not themselves manage to attain such distance,

we should nevertheless be in no doubt about the spirit of the aspiration;

an aspiration that the ideology of right to buy tapped into per haps, but

also did so much to create and nurture. 

These processes of residualisation have also led to the segregation of

many people from the rest of society. We have seen public housing tenants

dif ferentiated from the majority of citizens, often with less access to sources

of wealth generation, jobs, services, social networks and so on. These are all

things which have an adverse impact on people’s life chances. 

We must be measured in our discussion of the broader context, though.

One of the central conclusions of John Hills’ landmark r eport on social

housing is that the great majority of public housing does pr ecisely what

it is meant to do: it pr ovides stable, quality housing for those in need who

can’t afford to access this basic good in the private market. Hills points

out that, “Consideration of the futur e role of social housing does not take

place against the background of a general crisis in housing conditions – if

anything, the r everse. But that general improvement means that the wide

variations in conditions between households should r emove any sense of

complacency”.
17

And ther e is a crucial point that Hills acknowledges but

does not build on: the sense in which the pathological cases of public

housing failur e not only fail to serve those in housing need, but also

undermine br oader public support for a r obust welfare settlement that

treats all citizens with the respect and dignity that they deserve. 

Despite all this, though, the sad fact is that public housing, while often

being part of the solution to tackling poverty and inequality can also

sometimes be part of the problem. At best, it has failed to overcome the

disadvantage and exclusion suffered by many tenants; at worst, it has

been an active cause of them.
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2 | Why mixing has failed so far

W here you live definitely has an impact on your life chances.

As discussed in Chapter 1, those born in 1970 who grew up

in public housing wer e more likely to be disadvantaged

later in life than those not in public housing – a link that did not exist

in 1946. While the academic analysis is wary of talking about causes

here, there is a compelling historical story to be told about the decline

of the status and value of public housing, which points to a number of

possible causes for this connection between public housing tenure and

disadvantage. It is the story of residualisation. 

Two political events ar e of particular significance in this story . The

first is the 1977 Housing (Homeless Persons) Act, which placed on

Local Authorities the statutory duty to house the homeless. The

second is the 1980 Housing Act, which intr oduced the landmark ‘right

to buy’ legislation, giving council housing tenants the right to buy

their r ented home.

The first of these Acts helped residualise the public housing system

by increasing the numbers of the most disadvantaged households who

were filtered into social housing (which we will call ‘inflow’); and the

second, over time, led to the loss (or ‘outflow’) of the most independent

and least disadvantaged households from the neighbourhoods that

they had once rented in as council tenants. 

At the same time, there was a dramatic reduction in the supply of

new public housing: combined council and Housing Association
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completions totalled appr oximately 130, 000 new units in 1975, but

this had fallen to 94, 000 units in 1980. Moreover, the trend was to

continue: by 1990 the total number of social housing completions in

that year had fallen to just under 28,000.
18

The net result was the further concentration of poverty and disadvan -

tage: less housing available, with the remaining stock being targeted at

those most in need. 

But these residualising pr ocesses were by no means new. A history of

social housing in Britain quickly r eveals that, although the 1977 and

1980 Housing Acts were important turning points, ther e are deep conti-

nuities in these processes which stretch far further back. 

Housing for the working classes and the needy
In 1893 the London County Council began building the Boundary Str eet

Estate on the site of the Old Nichol slum. The aim was housing for the

‘working classes’, but specifically the ‘r espectable working classes’. And

so, from the very start, an institutional filtering mechanism was

embedded in the provision of public housing. That mechanism for

judging r espectability was rent – high rent.

The motivation was not in fact entir ely dissimilar to r ecent govern-

ment pronouncements linking tenancy to employment aspiration:

these estates were to be working estates. But the practical upshot was

that only the artisan classes could afford to live on the Boundary

Estate. The great majority of r esidents from the Old Nichol wer e

pushed elsewhere, and the Boundary became populated largely by

affluent artisans. Those that did not meet the criterion of

respectability were left to rely on the cheapest end of the private

rented sector, and it was this sector that remained the slum dwelling

all the way up to the 1970s.
19

Public housing in the modern era, it

seems, started as it meant to go on: selection and classification – the

filtering of dif ferent ‘types’ of respectable and unrespectable tenants

– into dif ferent types of housing. 
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Indeed, in many r espects, the history of public housing is just the

history of allocations; of who lives in it, wher e and why – and partic-

ularly , as we have just seen, who gets to live in the most attractive

public housing. 

Originally , then, housing for the ‘working classes’ did not automati -

cally carry negative connotations. On the contrary, it marked r esidents

off fr om those that were merely ‘needy’ – and to be needy was to be

just a stone’s throw away fr om ‘undeserving’. And if the new estates

built after the First W orld War marked the physical manifestation of

this categorisation of people into ‘types’, then so much the better: it

would simplify the practical policy r esponses to a social analysis

driven by the categories, and would fit neatly into the mentality of

rewards and status that came with the powerful ideological legacy of

Poor Law thinking. 

The more respectable connotations of public housing began to change

in the period between the wars, however, as governments put

increasing emphasis on subsidies that were tied to slum clearances – a

change that the social housing experts Power and Houghton describe as

a “narr owing of purpose” which culminated in the abolition in 1933 of

general subsidies for housing that was not built specifically to tackle

overcrowding and slum conditions.
20

While, at first sight, this seems to

be a just development – the targeting of resources where they were truly

needed – it became an early driver of the residualisation of public

housing and a change in its public image. When public subsidy became

explicitly attached to the label of ‘slum clearance’, it should come as no

surprise that it incr easingly bore the marks of stigma. 

Social distance and segregation
An extraor dinary story exemplifies the power of this separation, a

simple snobbery that exerted the most pernicious influence when

backed by official and legal sanction. When the Cutteslowe council

estate was built in North Oxfor d in 1933, there was every reason to
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think that the estate could and would pr ovide the best that social

housing could of fer: quality homes built in a desirable part of Oxfor d,

two miles fr om the city centre. Indeed, so desirable was the land that

a private developer immediately bought an a prime plot next to it,

built a number of desirable homes for private sale; and pr omptly built

two nine foot walls (with r evolving spikes on top), dir ectly blocking

the road that led from the council estate to the private dwellings. As

a direct result of these walls, the Cutteslowe residents no longer had

dir ect access to the shops and busses that had serviced the estate, and

had to make a diversion of over a mile instead. Perhaps the most

extraordinary featur e of the story is that the fact the walls remained

all the way up until 1959; and in the face of continuous pr otest and

council action, and even a Bill in Parliament.
21

But the attitudes and beliefs that this story r epresents was by no

means unique. The developer built the walls because he believed that

proximity to council housing undermined the value of the private

estate. The aspiration of those buying the private homes was already

being shaped, across the country, by the desire for social and physical

distance from social housing. When building societies in the 1930s

brought homeownership into the r each of the more affluent, skilled

working classes, the stigma of the ‘council estate’ had already taken

hold. This was, inevitably , reflected in the attitudes of developers, even

where the reaction was not as extreme as the Cutteslowe episode. “As

far as possible private estates signified social distance from both council

housing and inner terraces, with mock Tudor gables, smart porches,

front gardens and paired semis, not rows”.
22

And the Cutteslowe story is not unique pr ecisely because there was

a systemic, institutional pr ocess driving the aspirational desire for

social distance. The Cutteslowe estate had been built as part of

Oxford’s slum clearance programme, and no matter how well located

or designed, this concentration of poverty left an indelible social

imprint on the estate: that it only for the poor . 
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The resulting social concentration and segregation was thus the

fundamental failing of interwar social housing in Britain. This lesson

was nailed down with pr ecision when, after the first half century of

social housing, and just after the second of the two world wars, the town

planner Thomas Sharp published his book, Town Planning. In it, he

warned of: 

“social concentration camps: places in which one social class is

concentrated to the exclusion of all others…around the great cities we

have enormous one-class communities (if they can be called communi-

ties) the like of which the world has never seen before; Becontree,

where no less than 120,000 work-class people live in one enormous

concentration: Norris Green, one of many Liverpool Corporation

Estates, housing 50,000 working-class inhabitants”.
23

Sharp had two key messages. The first was the simple moral principle

that these estates represented an acute form of social apartheid, some-

thing mor e than simple snobbery that even approached ethnic segrega-

tion, as if the poor were a separate species to be hived off into

concentration camps. 

Sharp’s second message is less normative and more practical, and

contains the key insight that poorly planned social housing is not just a

misfortune that the poor must suf fer, but also a powerful cause of

poverty. The concentration camps that he refers to are clearly isolated,

and marked off from mainstream society. But they were very frequently

isolated from both public services and, crucially, labour markets.

Ironically, Cutteslowe was actually one of the more blessed estates; built

in the city, rather than pushed to the hinterlands, and well connected to

the thriving labour market of the gr owing car industry .

Yet even when well connected to transport and labour markets, we also

have another historical lesson that was perhaps not so easily available to

Sharp. This is the lesson of Chapter 1 of this essay: concentrations of

poverty and worklessness create cultural norms and social expectations
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that themselves become not just symptoms of poverty, but powerful

causes as well. Even where the physical distances to labour markets are

small, the sheer concentration of poverty itself has a constraining effect,

barring individuals fr om accessing the opportunities that, to the external

observer, are apparently so near. 

In these ways, then, mass public housing was becoming one of the

structural causes of poverty; and so the ‘deserving’ poor – the working

poor – often came to be workless. A leg up into public housing in fact

became a kick in the teeth: not more respect and respectability, but a

descent into the class of the undeserving poor. 

The corrective was to be the ideal of mixed communities – neigh-

bourhoods with a social mix and balance – a wide range of incomes and

household types representing a cross section of society more broadly.

The ideal also encompasses something broader – that the balance across

the full range of housing stock across can help create a more mixed, inte-

grated society. The deep point of principle, of course, remains the same:

housing should not be a vehicle for the creation of social ghettoes or part

of the processes of social exclusion. At pr esent, it is very clearly part of

this story. 

The new Jerusalem
In 1939 three quarters of new homes were still built for the private

sector. This balance was to be turned on its head in the years following

the war. Bevan saw public housing as one of the key institutions of the

new welfar e state. But this was not only the solution to the ‘Squalor’

that Beveridge identified as one of the ‘five giants’ to be slain. Nor was

this just a race to volume. It was not good enough simply to lift the poor

out of squalor. There was a deeper moral vision too: the ideals of

equality and mix. 

Bevan’s vision can be summed up in his two most famous quotes. The

first seemingly r elated just to design: “We shall be judged for a year or

two by the number of houses that we build. W e shall be judged in ten
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years time by the type of houses we build”. But it is in the second that

we get the flavour of the moral vision: social housing was to be part of

"the living tapestry of a mixed community" wher e "the doctor, the

grocer, the butcher and the farm labourer all lived in the same street".

The two statements are, in fact, intimately linked by the ideal of

equality. What’s good enough for the doctor is good enough for the

labourer: there was to be no visible or moral distinction between types

of person or tenure. Indeed, Bevan forced through a potentially radical

legislative and categorical change. Running directly counter to the long

history of sociological classification of ‘the poor ’, Bevan in 1948 Bevan

removed the pre-war legislative requirement that social housing was

only to be provided for the ‘working classes’. To provide social housing

just for the working classes was, for Bevan, to perpetuate a hierarchy of

snobbery, and to present future planners with the temptation to build to

inferior standar ds; thus providing, once again, a physical manifestation

of social distinctions. 

The ideal of mix was no empty dr eam either: it was a central plank of

the Labour Government’s vision of a new welfar e society. It was to be

the planning philosophy underpinning the 1946 New T owns Act, for

example. Finally numbering twenty eight in total, these new towns

eventually housed some two million people. They came in thr ee phases,

with towns such as Stevenage and Hatfield in the first phase, and –

perhaps the most well known of all – Milton Keynes only being built in

a third phase in the 1960s. Key lessons had been learnt from the errors

of interwar planning, and many New T owns were largely successful,

designed specifically to avoid the isolation and segregation of interwar

public housing, even if the ideal of social mix was achieved only incom -

pletely and partially .
24

Public housing was no longer an official vehicle

of segregation. Even where it still performed this function in practice,

the language of justification had to change: the moral presumption, at

this particular point in history , was for mix. 
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The rush to volume – and race to the bottom
So what went wr ong in the following decades? A full history of the

decline and residualisation of public housing since the war would

need to embrace many factors. Structural transformations in the

economy shifted whole populations into worklessness; the r ented

sector was allowed to decline to such a degree that it became the

host of a new series of slum dwellings; modernist utopian ar chitec-

tur e seemed to almost build blight into the design of many estates;

and a centralist governmental mentality r ode roughshod over the

wants and aspirations of tenants cleared out of the slums – perhaps

not deserving of poverty but still, it would seem, not deserving of a

public voice. 

But it is the failur e of Bevan’s twin pillars of mix and quality that

really stand out here. As Bevan saw so clearly, both in fact went

hand in hand – in failur e as well as in success. Despite all of his

efforts to maintain the emphasis on quality over volume, this

emphasis did not survive the transition to a Conservative govern -

ment in 1951. Hugh Dalton, the Labour planning minister , himself

had sanctioned a reduction in the standards of homes (against vocif-

erous opposition fr om Bevan), and the Conservative Prime Minister

Harold Macmillan then cut standar ds and space requirements still

further in the r ush to volume trigger ed by the hugely ambitious

building tar gets the Conservatives had promised en route to power.

So successful was this programme, in the mind of the Conservative

elite, that subsidies for general housing were reduced in 1954. After

1956 building subsidies were restricted in scope too; being dedi-

cated only to ‘special’ (highly tar geted) projects such as the slum

clearances and New Towns programme.
25

The smaller homes were to be offered to the public as the ’people’s

house’, available quickly and with lower r ent. Very soon the house

became a flat; available not just quickly, but almost literally of f the shelf

– the assembly line. ‘System build’, the system of the concrete tower

blocks we are all so familiar with, came to be accepted as a cheap, quick
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way to furnish everyone with a place to live. It didn’t take long for the

positive r ole of the high rise to become an élite article of faith – among

both the Conservatives and Labour. Financial incentives were put in

place to encourage the private sector to build them, with in 1956 the

Government intr oducing higher subsidies for blocks above fifteen

storeys, which got three times the subsidy given to a house. 

The results are revealed in the figur es: in 1953 only three per cent

of public sector housing new builds wer e in high-rise flats: by 1966

the figur e had risen to twenty six per cent.
26,27

And, to add insult to

injury , not only wer e these dwellings a social disaster, they were also

expensive; an inefficient ‘solution’ that was part of the very pr oblem

it was designed to solve. 

The spatial concentration generated by high-rise flats was rein-

forced by the way in which the continuing pr ocess of slum clearance

was managed. The 1954 Housing Repairs and Rents Act r etained the

subsidy (fr om the 1930s) that was tied directly to the demolition and

replacement of slum dwellings. As in the 1930s, those filtered into

the new public housing wer e the residents of the cleared slums, and

in the minds of many they wer e simply to take the stigma of the

slum with them to their new home. The announcement that an ar ea

was to be part of the clearance program would almost immediately

lead to an exodus of those with the means to do so, in part simply

because of the stigma, but also because of the perception that the

quality of the ar ea (and the value of houses for those that owned)

would very rapidly plummet.
28

In a process that would be almost

exactly mirr ored in the 1980s, those left behind were those least

likely to be in stable work, and most likely to need the services of

the welfar e state. So the residents of these estates became labelled

and categorised, and the estates were doomed to stigma - as well as

very r eal concentrations of social need – from the start.

And when the time came to enter their new home, most r esidents

would have found that both their social networks and their commer cial

services had either been lost, or very severely disrupted. Neighbours
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were split up by thoughtless allocation pr ocedures and the level of

commercial activity and opportunity was mor e than decimated. The

Elthorne Estate in North Islington, for example, soon had only six shops

compared with the ninety it had as a ‘slum’. 

There was also a wholesale destruction of pr ecisely the type of

housing stock that could have helped make the vision of mix a r eality.

In the aggressive clearances of the 1960s, a great deal of quality housing

that only needed refurbishment was demolished; North Islington, for

example, lost hundreds of attractive Georgian houses this way. Often all

it took to condemn a home was shoddy plumbing or small windows. A

1967 Greater London Council survey found that a full sixty per cent of

homes condemned to demolition wer e structurally sound.
29

Behind the scenes, the official rationale for this – though not openly

stated – was the need to clear more land for building new home; some -

what perversely, homes that would be needed precisely because the

slum clearances and increased demand and swollen council waiting

lists for housing. 

This was planning failur e on a vast scale. While mix was sought in the

New Towns, it was systematically undermined by the constr uction of

new monolithic estates, built to r eplace the communities that, with the

right policies, of fered the best hope of all for a genuine mix. 

At the same time, the categorising of tenants into the ‘deserving’ and

‘undeserving’ continued unabated, all the way up into the 1970s and

beyond. It was not just that public housing ceased to be mixed with

other tenures; public housing itself was sub-divided into separate cate-

gories for dif ferent tenants. In the late 1970s, Tower Hamlets council

(whose housing stock comprised of 80 per cent council housing), did

nothing to hide the fact that it had an explicit policy of filtering all of its

‘dif ficult’ tenants into just one estate. Part of the motivation behind this

was to prevent bad housing tenants dragging down good public

housing areas. In this respect, the reaction was understandable: it

sought to preserve the wider value of public housing. But ther e was also

more than a whiff of that old distinction between the deserving and
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undeserving, the respectable and the unrespectable. And it was the

stigma of the latter that was to stick in the popular imagination. 

But there was also a more subtle process at work, one that is in fact

intimately linked to the decline in the physical quality of housing under

Macmillan and beyond. And this pr ocess lies in the history of the right

to buy; a history of ideology – of a view of citizenship as independence

– every bit as much as it is a history of housing and planning policy . 

The property owning democracy
Bevan refused to compromise on the quality of public housing not just

because he saw housing quality as a marker of social equality but also

because he saw it as a long-term asset of the state and as the stable

bedrock of communities. Tenants were to settle in their new homes; and

thick, solidaristic communities would gr ow around them. Private

ownership was not part of the vision. This was to change dramatically

at the start of the Conservatives’ second term of office in 1955. The new

game in town was the goal of a “pr operty owning democracy”. 

Anthony Eden, in opposition, had made the ideological call for

ownership as early as the 1947 Conservative Party annual conference. In

1955 the vision started to be driven by structural changes in the housing

economy, when the government moved to r estore the traditional

private-public balance. Private developers were to build for the aspirant

property owning majority; councils wer e to build only for the r est. As it

was assumed that the great majority should aspir e to home ownership

– if not immediately then in the near futur e – Bevan’s emphasis on

quality seemed, to Macmillan at least, to be misplaced. For these were to

be temporary homes on the way towards a higher state of tenure; and,

we should not for get, a greater respectability. Social housing tenure was

temporary, and lower quality a short-term sacrifice that tenants could

reasonably be expected to live with. 

The electoral success of this housing strategy meant that Labour could

not resist following it in the longer term. By 1965, Labour had fully
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converted to a mixed economy in housing supply . More ominously, a

mixed economy brought with it a stark social distinction: private sector

building for the aspirant owner; public sector building for those unable

to live the dr eam. In Richard Crossman’s 1965 White Paper this assump-

tion is made particularly explicit: “The expansion of the public

programme now pr oposed is to meet exceptional needs… the expansion

of building for owner -occupation on the other hand is normal; it r eflects

a long-term social advance which should gradually pervade every

region.”
30

Thus, the Labour party had come round to the Conservative

view of 1956: the public subsidy of housing was only to be for special

projects and acute need. The new consensus thereby reverted to the old:

public housing once again was to become welfare targeted only at the

poor. And very quickly welfar e for the poor became poor welfare – a

residualised stock and services.
31

Two turning points
The story so far is one of trends: a trend towards the residualisation of

social housing, as the tenure of last resort targeted only on the needy;

and a social and political tr end that was captured by the rhetoric of the

‘pr operty owning democracy’. But, as I suggested at the start of this

chapter, there are two crucial moments in which both these tr ends

were crystallised in specific moments. 

The first of these is the Callaghan Government’s 1977 Housing

(Homeless Persons) Act. Prior to this Act, there was no statutory obliga-

tion for Local Authorities to house the homeless. Those that were liter-

ally destitute wer e the responsibility not of the local housing

department, but of the council’s social services. Homeless families

would be placed in so called Part III hostels that bore some striking

resemblances to the workhouses of the Poor Law era; indeed, many were

former workhouses. And the similarities did not stop ther e.
32

Typically ,

mothers and childr en were separated from fathers and placed in dormi -

tory accommodation. 
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So the 1977 Act was a humane moment, apparently pur ging home-

lessness of the last residues of Poor Law thinking, and putting an end to

the shocking practices of the Part III hostels. But in retrospect the

conclusion is unfortunately mor e qualified than this. For whilst the Act

filter ed more of the neediest households into public housing, no extra

provision was made for housing supply , and an already rationed and

targeted good became even more so. Without gr eater supply, public

housing increasingly became the exclusive tenure of those with the

greatest need, and a far cry from Bevan’s ideal of mix. Certainly, there

were still large numbers of more affluent working-class households in

council housing, but these would now be much near er the bottom of the

queue if they had to reapply. Naturally enough, this pr ocess further

cemented broader public perceptions of public housing as for the

poorest – the type of ‘dependent’ person that the ideology of property

owning democracy tacitly categorised as incomplete citizens. 

The fullest fr uition of this ideology was, of course, to come with the

1980 Housing Act, which br ought in the landmark Right-to-Buy legisla -

tion – the second key moment in underpinning the pr ocess of residual-

isation. This imposed on Local Authorities the duty to sell to tenants

who had been paying rent in their home, with discounts of up to 50 per

cent of the market value, depending upon the length of their tenur e. By

1989 discounts on council houses had become so steep that in some

cases the discount was 70 per cent of market value.
33

The right to buy soon pr oved enormously popular , and quickly

became a central plank of the Thatcherite programme, and one of the

most powerful unifying tools of the electoral coalition that saw that the

traditional working classes shift their allegiance fr om Labour to

Conservatives. So popular, in fact, that Labour soon abandoned its oppo-

sition to the policy , and by 2005 1.7 million homes had been sold through

the right to buy , under both Conservative and Labour administrations. 

There were very good reasons for this popularity, and there were

voices in the Labour Party that were calling for some version of the

scheme in the late 1970s, before even Margaret Thatcher was a convert.
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Labour ’s Frank Field argued on grounds of fairness that those who

had paid sufficient r ent to cover the build costs of their home should

be granted ownership of it. Mor eover, some Local Authority landlor ds

represented bureaucratic paternalism at its worst: inefficient, with

poor service and harshly prescriptive tenancy conditions. These condi-

tions were seized upon by the Conservatives, who sold the right to

buy as freedom from landlor dism and the fr eedom to choose the

colour of one’s front door – the symbolism of a far wider fr eedom to

seize control of both everyday domestic life and futur e aspirations for

home and family.

Of course, landlordism was equally objectionable to many on the left.

And ther e was also considerable scope for the left to have taken the

right to buy and made it its own – a central vehicle for both gr eater asset

equality, and the social equality and freedom that could flow fr om this.

Indeed, the politics of the right to buy r evolved around just such deep

issues of principle: contested views of ‘freedom’ and ‘equality’, as well

as the proper constitution and r ole of the state. 

As we shall shortly see, these issues of ideology and contested prin-

ciple played a vital r ole in shaping the attitudes and perceptions that

drove the continuing r esidualisation of the tenur e. 

But there were also far more prosaic and visible processes at work.

The legislation for the right to buy was a key turning point in the r esid-

ualisation of social housing for two key r easons. Firstly, it led to mass

exit from public tenur e of great numbers of those able to exercise the

right to pur chase their home. Immediately, this sent out a powerful

signal about the nature of public housing: it was the tenur e of the poor

and dependent. Over time, it also led to exit not just fr om the tenure, but

often from the neighbourhoods that were once ‘respectable’ council

estates. The very steep discounts allowed individuals to later sell their

ex-council homes for great profits, which wer e then used to gain as

much physical and social distance as possible from council estates and

any reminders of council tenancy.
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Mor eover, this outflow and decline in the number of households in

the social sector did not, as one might reasonably expect, ease the pres-

sure on supply. The legislation for the right to buy was not just about a

particular vision of individual fr eedom and opportunity; it was also a

central mechanism in ‘rolling back the state’. Thus, the 1980 Act set

punitive terms on Local Authorities and gr eatly restricted their ability to

use receipts from sales to reinvest in replenishing lost council stock;

typically , and naturally enough, the best stock – the kind of Bevan-era

housing that typical families might now aspir e to own. Instead of using

sales to build more quality of housing, r eceipts were to be used to pay

down debt and thus shrink the size of the state. 

So while the 1977 Act created greater demand for public housing

(without a commensurate incr ease in supply), the 1980 Act, reduced

demand but also reduced the supply of public housing, leading to a

shrunken stock that, more than ever, was reserved only for the very needy.

Yet the impact of the right to buy was not simply a str uctural one: its

pernicious effects ran deeper than the greatly diminished supply of

social housing and the subsequent concentration of poverty. In the

terms of a Thatcherite property owning democracy ther e was also a

clear condemnation of the needy themselves. 

This is of course a theme that stretches back throughout the history we

have traced. But the Thatcherite turn took the age old schema of the

deserving and undeserving poor and tied it to both ‘fr eedom’ and ‘citi -

zenship’. On the one hand, the right to buy was pr esented as an oppor-

tunity for the individual to ‘fr ee’ themselves from the paternalism and

control of the state; it was a vision of moral and economic independ-

ence. On the other hand, however, this independence was not just a

right and an opportunity; it was also a duty not to be a bur den on the

state and other taxpayers. The failure to grasp it was a moral failing – an

inability or r efusal to take up the responsibilities of the full citizen. This

sentiment is expressed most clearly in Thatcher’s own astonishing

wor ds: council houses were “breeding grounds of socialism, depend-
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ency, vandalism and crime”; wher eas home ownership taught “all the

virtues of good citizenship”.
34

The fullest proof of this fr eedom and responsibility was, clearly, the

ability and willingness to leave the tenur e of social housing and strike

out as independent property owning citizen. Those that did not wer e

both less free themselves and a burden on the freedom of others.

Untangling the conceptual subtleties and confusions of this schema is a

task in itself, but for our purposes the salient point is that the

Thatcherite vision of fr eedom sent out a resounding message about the

desirability and status of social housing; it was the tenur e of second

class citizens. Exit, and social distance, was the mark of respectability

and acceptance in society. 

The story told in this chapter may seem unremittingly negative. It

has been a history of poor planning and poor supply , an allocations

system that compounds the problems of poverty and public housing,

and a system of beliefs and prejudices that condemns a large portion

of our fellow citizens to the category of second class citizens. Yet, as we

saw in the opening chapter, there is no necessaryconnection between

public housing and poverty: experience of gr owing up in council

housing for those born in 1946 (the very same year that Bevan’s vision

of mix was in the pr ocess of being brought to fr uition) had no ef fect on

futur e life chances. In the following chapter we shall examine the

problems that need to be overcome if we are to return to Bevan’s

vision and make it a reality. 
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So, the story of public housing in England since 1945 is a mixed

one: significant moments of expansion and impr ovement punctu -

ating a trajectory of decline and residualisation. But why should

this residualisation have resulted in the detrimental link between public

housing and life chances, examined in Chapter 1? Certainly, residuali -

sation seems an undesirable phenomenon in itself; but why should it

work as a driver of poverty and disadvantage, and what ar e the causal

mechanisms underpinning this?

This relates to a more general question about poverty and welfare:

why is it that highly tar geted welfare systems perform so poorly in

terms of poverty pr evention? ‘Liberal’ welfar e systems, such as that of

the US, and to some extent Australia, Ir eland and the UK, which ar e

characterised, among other things, by a high degree of targeting and

means testing, tend to perform significantly worse than mor e univer-

salist and even insurance-based welfare systems in terms of poverty

and inequality .
35

Recent academic research has rightly been cautious about inferring

causal processes from some of the compelling correlations observed

between housing tenure, poverty and disadvantage. But, as interna-

tional comparative studies show, across all welfare sectors – from

housing to income support to healthcar e – highly residualised

welfar e provision is not only typically inef fective in tackling poverty ,

it often seems to entrench and trap recipients in poverty , with the

3 | Residualisation and poverty
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welfar e institutions themselves becoming a ‘structural cause’ of

poverty and disadvantage. 

Understanding why these dif ferences in performance exist between

dif ferent welfare systems, that is, how particular design principles relate

to policy ef fectiveness, should be a key priority for welfar e state reform.

But beyond looking at obvious dif ferences in the generosity of these

welfar e states, comparative welfare state studies have not been particu-

larly forthcoming about the causal mechanisms underlying these dif fer-

ences in performance.

In this chapter we seek to investigate the general causal mechanisms

underpinning this link between welfar e system design and welfare

outcomes in the case of residualisation. The section below outlines a

general cross-sectoral framework for looking at the behaviours and

institutional pr operties that underpin these causal mechanisms. This is

then followed by an exploration of these pr ocesses at work within the

sphere of public housing.

The effects of residualisation
The fact that countries with highly tar geted systems of welfare perform

relatively poorly in terms of poverty at first seems something of a

paradox. All things being equal, a high concentration of gener ous bene-

fits on the poorest is redistributionally ef ficient – and so should be maxi-

mally ef fective from the perspective of poverty pr evention.

The key to understanding why a high degr ee of targeting is often

ineffective lies in the insight that dif ferent choices of distributive

strategy and institutional design not only have distributional ef fects;

they have relational effects too. For example, different principles of

allocation (needs-based, contribution-based, etc.) will imply dif ferent

types of relationships between people (solidaristic, competitive, etc.),

some of which may be more desirable in particular contexts than

others.
36

And dif ferent shapes of service coverage or different criteria

of service eligibility will str uctur e the population into corr esponding
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groups (recipients – non-recipients or eligible – non-eligible), which,

again, may or may not be desirable. And in many situations, these

relational effects can have consequences which work against the

distributional benefits of tar geting. 

Herein lies the classic dilemma about the appropriate balance of univer-

salism and selectivism for effective anti-poverty policy . And the lesson of

welfare history is that it is necessary to balance the way in which system

coverage, allocation levels and allocation principles are geared to

achieving redistributive ef ficiency, on the one hand, against their propen-

sity to segment the population into dif ferent groups, on the other.

The relational effects of residualisation
As well as its impact on distribution, the tar geting of resources struc-

tur es the relationships between individuals within society . In particular ,

it divides people into distinct gr oups on the basis of an institutional

categorisation – usually as recipients or non-recipients.

The process of residualisation – such as a narrowing in the base of

public housing tenants, which becomes increasingly concentrated

amongst the poorest – serves to make these institutional divisions

particularly acute. Br oadly speaking, there are two types of effect that

occur as a result: a labelling effect and a separation effect , both of which

can have potentially detrimental consequences for policy effectiveness

over the short and the long term.

Labelling effects – immediate

Labelling effects influence policy effectiveness by affecting social iden-

tity . When institutions pr ovide dif ferential tr eatment for dif ferent

groups – whether on the basis of housing tenure, labour market cate-

gorisation, benefit receipt, type of school, or whatever – this, if salient,

can result in the social categorisation of people into ‘ingr oups’ and

‘outgr oups’. This is particularly the case when the targeting applies to a

small minority of the population. For welfar e targeted at the poorest, it

creates an ‘othering’ of the poor.
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Robust academic research on the psychology of group dynamics

backs this point up. Experimental psychology has shown that negative

categorisations tends to lead to a strong identity formation in the gr oup

that has not been stigmatised; and that the perceived identity of the

ingroup relies heavily on an shared emphasis on the positive character-

istics that mark it of f as superior to the stigmatised outgroup.
37

This is

not just a matter of concern for those that care about the internal lives

and sense of worth of these so called ‘out-groups’; it has important prac -

tical consequences too. One of the forms that this can take is discrimi-

nation in job applications, and ther e is also evidence of postcode

discrimination when job applications ar e being assessed.
38

But we only

have to consider the media language and coverage of ‘chavs’ to see

beyond these specific examples and see just how culturally pervasive

the sense of discrimination is. 

Labelling effects – long term

Over the longer term, the social categorisation of people into dif ferent

groups driven by selectivism in policy can have detrimental ef fects on

solidarity and public willingness to r edistribute to other gr oups. At its

most extreme, group membership can generate ‘moral exclusion’ for

outgroups – where people simply do not see the disadvantaged as part

of their ‘community of r esponsibility’.
39

Mor e generally, however, the

social distance created by institutional cleavages affects individuals’

evaluations of distributive (and pr ocedural) fairness in social dilemmas,

including their willingness to r edistribute.
40

Some of these results have

recently been taken up in political science to explain support for or

opposition to welfar e policy, such as in explicating the link between

identity and per ceptions of deservingness.
41

In Table 1, Larsen (2007) demonstrates a strong correlation between

the degree of selectivism in a country’s welfare regime and public

support for welfar e for the poorest, with significantly lower levels of

support for welfar e in more selective regimes.
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Table 1 Correlation between selectivism and public support. Larsen 

Denmark Finland Norway Sweden

Housing allowance
coverage*
(share of population; %)

5.7 7.5 1.1 8.0

Measure of stigma
towards those claiming
housing allowances** 
(% saying those claiming such
benefits are looked down
upon. Share of population; %)

10 17 23 12

Social assistance coverage 
(share of population; %)

5.8 9.0 4.5 5.5

Measure of stigma
towards those claiming
social assistance
(% saying those claiming such
benefits are looked down upon)

73 49 70 68

* Coverage here refers to the percentage of the population covered by the
benefit. 
** The measure of stigma here is based on the percentage of the popula-
tion answering that the benefit draws stigma ‘very often’ or ‘often ’, ‘ quite
rarely’ or ‘ rarely’.

Note: The results in the table reflect the hypothesis that selectivity in welfare
distribution leads to stigmatisation i.e. the more selective and targeted a
measure it is, the greater degree of stigma. The results are based on a survey
in which respondents were questioned on their attitudes to recipients of certain
measures, particularly the extent to which people ‘looked down’ on these indi-
viduals. As we see above, there is indeed a connection. Norway provides
targeted housing assistance to far fewer people than in the other countries, and
there is a correspondingly greater proportion of the population that ‘ looks
down’ on the recipients. A similar relationship is clear for those in receipt of
social assistance.
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Separation effects – immediate

Separation effects influence policy effectiveness by affecting individual

capability or autonomy. In addition to its ef fects on social identity, the

institutional division of people into gr oups often imposes different sets

of circumstances on them. In particular, people that are the recipients of

a targeted policy will, along with the extra r esources or services they

get, inherit a set of circumstances or conditions that apply pr ecisely in

virtue of r eceiving those resources, and which therefore separate them

from non-recipients. 

If designed poorly , these conditions can then impose barriers on a

recipient’s ability to move out of the state that qualifies them to be in

receipt of targeted support. An obvious example of this is benefit with -

drawal, wher eby moving up the income scale subjects the recipient to

high marginal effective tax rates, potentially acting as a disincentive to

earning more money and creating a ‘poverty trap’.

Separation effects – long term

As well as creating immediate barriers to exit fr om poverty, over the

longer term separation effects can diminish an individual’s capability to

exit from poverty by normalising separation and generating a culture of

detachment. Here, the cumulative effects of separation become

entrenched in a way that undermines an individual’s autonomy and

limits their options. T o cite a recently discussed example, if the condi-

tions of incapacity benefit r eceipt require demonstration of inability to

work and absolute separation fr om the labour market, this can, over

time, diminish an individual’s ability to r e-enter the labour market,

through loss of skills, confidence, motivation, and so on. Or, if an indi -

vidual has been used to planning finances around the receipt of a

benefit, the prospect of having it withdrawn, and the instability that

could result, might be a strong disincentive to take up opportunities.
42

Instead, it is crucial that the receipt of welfare promotes attachment to

the conditions, services, information, etc., that increase an individual’s

capability to exit fr om poverty. 



Residualisation and poverty

37

(A crucial caveat is in order here, however. The phenomenon I have

been describing is to be sharply distinguished fr om common ascriptions

of ‘dependency’, wher e the receipt of benefits or services is somehow

itself held to be morally dubious – and the end goal is seen as inde-

pendence from benefits or services. In our vision, receipt of collective

financial support or services is not necessarily a condition to exit fr om

(which is, after all, why we have universal benefits and services); rather

the aim is to exit from poverty.) The issues discussed above are

summarised in Table 2.

The factors identified above all suggest why, across different welfare

sectors, a highly selective and residualised model of welfar e provision

can ultimately be inef fective, despite its redistributive ef ficiency.

Type of effect labelling effects separation effects

Mediating factor imposed social 
categorisation

reduced capability/
autonomy/incentives

Immediate 
consequences

stigmatisation and 
corresponding social
behaviours

conditions that
create barriers to
exit from poverty

Long-term 
consequences

reduction in public 
willingness to 
redistribute to the 
disadvantaged group

conditions that
normalise 
detachment from the
circumstances
required to exit from
poverty

Table 2 Effects that limit the effectiveness of selectivism in welfare policy
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Behaviours resulting fr om stigma affect both the recipients of welfare

themselves and broader public support for welfar e institutions and

distribution. One of the clear est examples of the first set of behaviours

is the phenomenon of low take-up: the stigma attached to some benefits

can prevent those that most need them from actually claiming the

benefit. Another example is the way in which the withdrawal of highly

targeted benefits impacts upon individual behaviour: steep withdrawal

rates act as a disincentive to work as a route out of poverty . And public

perceptions (and incomplete understanding) of this ‘r efusal’ to work

alter the behaviour and attitudes of the mass of citizens that must

support the welfar e state if it is not be in perpetual crisis of legitimacy. 

Exploring the consequences of these effects in
public housing
What is the evidence for these processes of labelling and separation in

the sphere of public housing, and what impact do they have on poverty

and disadvantage?

Separation effects
Perhaps the most easily recognisable problem facing public housing is

spatial separation . This includes, but goes beyond, the fact that much

public housing is spatially concentrated in particular ar eas and in large

estates. Much of it is also served by poor infrastructure and is detached

from labour markets. In part this is the r esult of macro-economic

changes leading to the decline of local industries. Yet equally often such

estates have been built without a pre-existing labour market, and

without adequate transport infrastr ucture to make jobs accessible. 

All this is for givable, perhaps, when we recall that many of the

isolated estates were built in the interwar years, with planning lessons

yet to be learnt the hard way. But there is no excuse for the same mistake

to be made today. And it is: much of the Thames Gateway Growth Ar ea

is being built with poor transport infrastr ucture and with an approach
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to planning that often seems to rob Peter in order to pay Paul. In Barking

Riverside, for example, the development was provided with a new bus

route, but it was not r eally new at all, merely diverted away fr om the

nearest council estate.
43

This is a stark illustration of a mor e general

phenomenon that is already making the Thames Gateway notorious

amongst public housing pr oviders: even where the quality of the

housing is itself good, the overall planning (and viability) of estates is

typically based on the assumption that the ideal r esident will not just be

home-owning, but car owning too. Physical separation and isolation is

therefore a very real barrier to work. One may be filter ed into such an

isolated neighbourhood, but exit fr om poverty is then made all the

harder by the physical isolation itself. 

Spatial separation also brings with it a loss of access to many public

and consumer services. The following example is typical of the experi-

ence of many who have lived on or visited lar ge council estates. When

the Greater London Council completed the Elthorne Estate in London’s

Islington in 1978, the number of shops left to service the local popula-

tion had fallen fr om nearly a hundr ed to just three.
44

A slum clearance

program had in effect raised the cost of eating: it left in place a commer-

cial monopoly in which ther e was no competition (or choice) that could

drive down consumer prices. Those estates we see with one forlorn

convenience store aren’t an accident of fate, they are a consequence of

poor planning design, design that very often compounds poverty . 

Market for ces don’t help either. In 2004 a National Consumer Council

report found that low income households ‘pay mor e or get less across a

range of essential services’.
45

Charging cash machines and expensive

local shops immediately jump out as examples, but there is a whole

range of services for which households in deprived communities pay

more: for food, water, energy, communication, banking and loans. In

part this is because cash is not king – paying bills via a cash meter, for

example, costs more than by direct debit. But, more generally, both the

NCC report and a more recent (2007) American study of poverty in
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Kentucky come to the same broad conclusion; that the logic of the ‘free-

market’ systematically discriminates against poor ar eas.
46

To put it simply , businesses follow the money and don’t compete for

the custom of the poor. The net result is that low income households not

only have less money, but are also more stretched in what they can actu-

ally do with it. And all of this is, of course, compounded by the lack of

transport infrastr ucture that we have just described. Competition and

choice mean nothing without physical access. 

One might think that, in contrast to commer cial services, concentra-

tions of poverty attract public services. This is indeed tr ue, and there has

been a great deal of improvement in recent years under the Labour

government via area-based initiatives such as the New Deal for

Communities and the Neighbour hood Renewal Fund, with evidence

that this has also improved the quality of life in some ar eas.
47

So we should not succumb to a council of despair. Nevertheless, it

remains the case that public services in deprived areas are often poor

too, overwhelmed by the sheer weight of demand, with high attrition

rates amongst staff worn down by the demands of the job. Of the utmost

importance is the chronic lack of adequate advisory services that deal

with individual pr oblems holistically and compr ehensively. These prob-

lems range across the spectrum of multiple disadvantage and cover

everything fr om housing needs and rights, financial advice and assis-

tance, health needs and employment and education opportunities. 

In the context of consumer services, there is an urgent need to connect

households to good financial advisory services, which all too often can’t

match the vigour and ‘advice’ of loan sharks. Debt very often costs more

for low-income households (who often do not fulfil the lending criteria

of mainstream providers), and is one of the key triggers that lead house-

holds to slip into income poverty (and then keep them ther e).
48,49

Typically , debt arises to meet everyday living costs when benefits are

not sufficient, and very often it is a financial shock beyond the indi -

vidual’s contr ol that leads to the debt.
50

Once again, this is both a form

and symptom of social exclusion, in the sense that these households are
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denied the goods and security that we all take for granted; and,

crucially, a potential cause and key risk factor when sudden uninsured

losses create a financial crisis that can trigger a spiral into debt and

income poverty. It took the floods of 2007 for this aspect of household

poverty to become widely r ecognised, yet we still fail to pr ovide any

form of specific state assistance in understanding or obtaining basic

household insurance. 

These barriers of separation also exist in other aspects of housing

welfar e, such as Housing Benefit, where the steep withdrawal of the

benefit (with 65p of every extra pound fr om work withdrawn) can

disincentivise work participation and pr ogression, and the complexity

of its administration can r esult in uncertainty , which can in turn act as a

barrier to work.
51, 52

(See ‘Housing Benefit’ section on page 70). 

Labelling effects
Distinct fr om these separation effects are a set of labelling effects akin to

those described at the outset of this chapter (though the physical segre-

gation of social tenants in large estates only increases the visibility of

households’ ‘welfar e clientele’ status, making such labelling effects even

more acute),

Here, there is ample evidence that part of the disadvantage created by

place and tenure is the direct result of stigma and discrimination. W e see

this very clearly in the phenomenon of postcode discrimination in the

jobs market, for example. 

Thus, a recent Department of Work and Pensions report found that

those living in the concentrated public housing of Shef field’s Manor

Estate did indeed experience postcode discrimination in the labour

market. Perceptions of fecklessness excluded these individuals at the

earliest stages of the applications process, and the failure is attributed to

the individual rather than the employer – ther eby entrenching the

perception that it is individual fecklessness that is to blame.
53

The same

postcode discrimination is pr esent in the provision of consumer services

too. Both credit and insurance can (and often are) denied solely on the
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basis of postcode, with a premium that is inflated even when we

consider the higher crime rates of deprived areas.
54, 55

Further categorisation and labelling takes place within the population

of social tenants. As we saw in the previous chapter, there is a long

history of Local Authorities separating tenants into the two categories of

‘respectable’ and ‘problem’ tenants. In part this is driven by an under -

standable desire to isolate some anti-social households from those

seeking peace. Nevertheless, it further concentrates the most disadvan-

taged and chaotic households in small areas, and thus overburdens

services and helps create the norms and expectations that actually make

anti-social behaviour far har der to deal with. 

Mor eover, we must also recognise that the scarcity of public housing

has led to a rationing system that has the perverse result of encouraging

‘self-labelling’. Our needs-based allocation system is based on a points

system that incentivises individuals to ‘pr esent’ as needy, and to thereby

fulfil some of the stereotypes of a dependent underclass. In this way, a

highly r esidualised system can actually encourage and maintain the

disadvantage it is supposed to combat. 

What about the consequences of these labelling effects for public atti -

tudes over the longer term? Polling for the Fabian Society and L&Q

Housing r eveals broader identity ef fects in attitudes to public housing

tenants. A significant minority (ar ound a thir d) of the population felt that

those living on lar ge council estates aren’t like them (including 38 per cent

of people who don’t have a large council estate in their area). Those who

feel this way rank such tenants low in terms of deservingness (see the first

two questions in the table below), with ef fects on both their attitudes

towards wanting to mix with social tenants and their willingness to

support r edistribution nationally (see the last two questions).

Culture and separation 
We have seen that there are a number of ways in which public housing

tenants undergo labelling and separation. The labelling contributes to –
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Those who feel
they have ‘a lot’
/ ‘a little’ in
common with
those living on
council estates

Those who feel
they have ‘not
very much’/
‘nothing’ in
common with
those living on
council estates

People living on council
estates are working hard to
get on in life..

Agree 50 24

Disagree 13 30
People living on council
estates make responsible 
decisions about spending and
saving money.

Agree 32 13

Disagree 21 40
Do you think mixed communi -
ties are a good idea? 56

Good idea 59 36

Bad idea 37 60

The Government should spend
more on welfare benefits for
the poor, even if it leads to
higher taxes...

Agree 43 30

Disagree 35 47

and reinforces – the separation, and the separation in turn reinforces the

assumptions of the labelling in a negative feedback loop; thereby under-

mining support poverty pr evention measures, and ultimately becoming

part of the structural causes of poverty over the long-term. 
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But there is something else going on here too. It is not just poor infra -

structure and services and lack of access to jobs that accounts for the

strong correlation between public housing and disadvantage. There is

something about the ‘cultur e’ of deprived areas that itself entrenches

disadvantage and acts as a barrier to an exit from poverty. Over time,

this separation and its consequences can become the norm within a

community , especially in communities that have very high concentra-

tions of chronic, and intergenerational, worklessness. The social norm

can then become the individual expectation, curbing aspiration and

suppressing motivation. 

Indeed, whilst numer ous studies have found, time and again, that

there has been no absence of ‘social capital’ in these communities. On

the contrary, many have thick, supportive social networks; the ‘bonding

capital’ that helps to maintain the identity of an ar ea and a thick sense

of solidarity .
57

But they can also tend to be inward looking and

parochial, isolated from other neighbour hoods; ripe terrain for a social

dynamic to develop in which ther e is no expectation either of work or

of exit.
58

And in the absence of ‘bridging social capital’ linking these

communities to wider social networks and information, it has often

proved very dif ficult to br eak these pernicious patterns of social norms

of worklessness. 

Anecdotal evidence from EC1, the New Deal for Communities pr oject

in Islington, tells the same, powerful story about housing separation

and segregation: right on the doorstep of Canary Wharf, many of the

young public housing tenants have never knowingly left the postcode,

such is the limitation of their social horizons.
59

It is a story that one

hears, time and again, in nearly all of the most deprived communities:

not at all an absence of community spirit, but an absence of connection

with the wider community . On the Stanhope estate near Ashfor d in

Kent, a purpose built Local Authority estate, set on the edge of Ashfor d

like a small town, the local Sure Start is underused and for one simple

reason – it is on the wrong side of the ring-road that marks the limits of

a very local territory . 
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To conclude, we have explored the general ways in which the residu-

alisation of welfar e creates and entrenches poverty and shown the oper-

ation of these mechanisms in the context of public housing. These

include both the consequences of policies which label public housing

tenants as a special group and the consequences of policies which sepa-

rate tenants from the rest of the population (whether in spatial terms or

resource terms), imposing barriers to exit from poverty and potentially

generating a culture of detachment.

This analysis suggests that the appropriate policy r esponses to the

residualisation of public housing will need to combat these labelling

and separation effects which too often serve to segregate social tenants

from the rest of the population.
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4 | Policy solutions

I n the previous chapter we saw how the Anglo-Saxon model of

highly tar geted welfare provision has a strong tendency to add to

the causal processes driving poverty. This perverse consequence is a

result of the dual ‘labelling’ and ‘separation ef fects’ I described, with

institutions categorising and marking out ‘the poor ’ in a way that

encourages us to think of the poor as somehow ‘other’, stigmatised as

feckless and undeserving, and separated from mainstream society. This,

in turn, cr eates a crisis of welfare legitimacy: where there is a perception

that welfar e claimants are undeserving, it becomes harder to move

away from the excessive targeting that actually entr enches these public

perceptions of poverty.

Thus, the central message of the last chapter was that welfare for the

poor leads to poor welfar e. The policy strategies recommended in this

chapter are explicitly designed to maintain a degr ee of targeting wher e

this is indeed the fairest and most efficient means of welfare delivery,

but to do so in a framework that is not caught in the trap of these

labelling and separation effects. 

Policy solutions to welfare residualisation: strategic
approaches
Whilst it is neither possible nor desirable to pr ovide public housing as a

universal service for all, it is of the utmost importance that whatever
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degree of targeting that we necessarily pursue does not lead to the nega-

tive effects we have described thus far. Public housing must not be part

of a systemic process in which selection creates perceptions of' ‘in’ and

‘out’ gr oups, in which social tenants are considered to be somehow

‘other ’ and not socially equal to their fellow citizens. 

In the previous chapter, we looked at two main ways in which the

current provision of public housing can ‘segr egate’ social tenants from

the rest of society. The first was a spatial phenomenon, whereby tenants

can be geographically isolated and separated from other households,

jobs, services, and so on – whether specifically on large council estates

or in poor er areas more generally. The second was a polarisation in

tenure itself, especially between (though not limited to) social tenants

and owner occupiers, a division which underpins both dif ferences in

social status and inequalities in household wealth.

In spatial terms, universality and integration implies we must pursue

a policy of housing mix. This will of course mean insisting on new

developments being mixed communities. But ‘mix’ her e also means far

more than a policy of new mixed developments. Indeed, if we focus too

narrowly on mixed developments we risk these becoming, at best, seen

as exceptional pockets of best practice in a still deeply residualised

sector and, at worst, strange walled cities cut off from the rest of society. 

Taken on their own, ‘mixed communities’, though vitally important,

are not sufficient to addr ess the depth of the problems we are facing.

What is needed is a wider, and deeper, sense of mix. Thus, the first prin-

ciple underlying the ar gument in this chapter is that we must insist on

mix in its deepest sense. This will also involve pursuing mix for existing

estates, which can be mixed through active management policies. And,

over time, we must insist on the full social and physical integration of

public housing within the stock of private housing in England. In prac -

tice, this means having the funds and political will to buy and build

public housing in Chelsea as well as in Brixton. 

The point of this integration is to r econnect the social housing tenure

to our mainstr eam housing stock, and to put an end to spatial isolation
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and segregation. But other forms of connection are vital too: whilst the

end of spatial segregation is itself a matter of social justice, the impact

on poverty will be limited if disadvantaged households ar e not

supported thr ough active interventions that addr ess long-term

worklessness and exclusion from labour markets. 

Of course, if there are no labour markets to connect to, or if they are

hard to access by transport, advice and support will be relatively futile.

We all know what is needed: wise and imaginative planning, and

communities that are properly connected to both public and private

services, providing tenants with better access to jobs, transport and

affordable public services. But we also know that while these principles

are well established, too often they are neglected in practice. So where

mixed communities and other planning solutions pr ove impossible,

interventions will be necessary to reconnect tenants with information,

opportunities and services as routes out of poverty. 

Thus, a second key principle of housing policy must be that housing is

not just about a decent home, it must also be used as a vehicle of broader service

delivery. Applications of this principle include, for example, holistic

housing management that offers employment services as well as the

more typical housing services, with the aim of r econnecting tenants to

labour markets. Government should also work with industry pr oviders

to ensure better availability of services in low-income neighbour hoods

(such as the recent Treasury initiative to ensur e wider access to free cash

machines).

Finally, a third principle advocated her e is that tenure should not be a

marker of social status. In the short-term, this requires that tenure distinc-

tions should be made less visible and relevant. All new public housing,

both in mixed communities and in the br oader housing supply, should

not only be integrated with other tenur es, it should also be indistin-

guishable from other tenures. This, of course, does not mean that we

must all live in mansions. But what a policy of ‘tenur e blindness’ does

mean is that a social tenure flat or house must be indistinguishable fr om

a private property that is comparable in size, and which conforms to
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high standards of design and build quality . The best way to achieve this

is through a general policy of ‘pepper potting’ – the practice of making

private and social residents direct next door neighbours – wherever

practically possible, rather than the clustering of public housing units.

Indeed, the formation of tenur e-blind mixed communities has been

shown to reduce stigma, with individuals in dif ferent tenures over-

whelmingly r egarding one another as ‘ordinary people’ – ther eby

removing an important factor (per ceived social distance) that is known

to create stigma and reduce support for welfar e policy.
60

Mor eover,

studies have found that mixed tenur e communities are both commer-

cially viable fr om a developers’ perspective and popular with private

purchasers, with house prices in these developments matching or

outperforming the local market.

The principle that tenur e should not mark social status has more

radical implications for the long-term. W ith the exception of a very

small amount of shared equity housing (in which the occupant shar es

ownership with the landlor d), we have become stuck in a binary oppo-

sition between ‘ownership’ and ‘non-ownership’. As we have seen, this

has taken on very powerful political and normative connotations, which

strengthen social separation between tenures and reinforce the stigma of

the social rented sector. Ultimately , the ideal of tenure blindness should

therefore extend beyond planning and the spatial location of tenur e, and

lead to the reclassification of all property tenur es. 

But the common theme running thr oughout the thr ee principles I

have elucidated here is the foundational principle of r econnection and

integration, the opposite of the labelling and separation ef fects I have

described throughout this pamphlet.

Let us now turn to the first of these thr ee principles; that public

housing must be fully integrated with other tenur es. The clearest way to

test these principles is through an examination of the existing evidence

on planned mixed communities. However , nearly all of the lessons

apply dir ectly to the broader aim of mix across the housing stock,

outside of self-contained developments. 
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Section 1 – Achieving real mixed communities

What we know about mix
Over the last five years, the idea of ‘mixed communities’ has received a

lot of attention in policy discussions. It is a policy idea that has the

potential to sharply divide opinion. At one extreme there can be an

almost utopian faith in the power of mix. The idealist advocate of mix

may hope, with a certain naivety, for rich social interaction across class

and tenure; with a thick sense of community that pr ovides the role

models that lead the poor out of their poverty . At the other extr eme,

there are those that argue that ‘social capital’ and ‘mixed communities’

are all hot air, a distraction from dealing with the key cause of poverty:

economic inequality and income poverty .
61

In this view , a policy of mix

merely treats the symptoms rather than the causes of poverty. 

In fact, a brief review of the evidence justifies neither of these carica-

tures. And once we have a clearer idea of what we can expect mix to

achieve we can begin to advocate a far clearer policy framework. 

Thus far, the evidence we have on mix has yielded the seemingly

prosaic but in fact very important conclusion that r esidents of estab-

lished mixed communities r egard one another as ‘ordinary people’.
62

There was no stigma attached to tenancy. Indeed, a separate interview-

based study of the attitudes of homeowners on a mixed estate found

that 89 per cent were satisfied with their neighbour hood, and when

prompted to r espond directly to the question of incomemix (a far better

proxy of social mix than tenur e alone), 53 per cent of owners felt it made

no dif ference to their satisfaction, and 24 per cent had a positive view of

mix.
63

What did count in terms of satisfaction were quality homes, good

services and a feeling that the neighbourhood was pleasant and safe. 

We also know that these positive reactions are not just internal: good

planned mix – both new developments and active interventions in older

neighbourhoods – has generated positive perceptions of neighbour-

hoods from those living outside, and fr om those seeking to move in.

This is often reflected in the property values of mixed areas. Open
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market price incr eases in some developments (for example, New

Earswick) have outperformed the r egional average, and across seven

case studies there was no significant negative association in which mix

drives down pr operty prices.
64,65

Again, in all cases, far more significant

than mix in terms of the attractiveness of the neighbourhood was the

quality of the homes and the surrounding infrastr ucture and services.

Mor eover, private developers, by and large, acknowledge this, and

believe that it is the quality of the build and the neighbour hood space

that is of paramount importance for marketability .
66

What is of crucial importance here is the loss of stigma: these are

neighbourhoods of choice, not of last resort. And ther e is ample

evidence that both internal and external perceptions of such neighbour-

hoods and the self-image of public housing tenants can be significantly

impr oved. 
67

As we have seen, this is not merely about making tenants

feel better: if mixed communities ar e popular and viable, we can begin

to really tackle some of the deep spatial and social segregation that are

part of the causal processes of poverty. 

So mix matters in very practical terms – it breaks up the physical

concentrations of poverty that are not only a symptomatic r eflection of

poverty, but also act as a barrier to exit from poverty. And it matters in

a deeper sense too. We saw in Chapter 3 that those who feel that council

estate tenants aren’t like them rank such tenants low in terms of deserv -

ingness, with a corresponding decrease in their support for related

welfar e measures. And further analysis of the data r evealed another

crucial point: the fewer social tenants an individual knew , and the

further they lived fr om a council estate, the less they identified with

council tenants (and so the less inclined theuy were to support measures

to help them).

Thus, in the context of the history of stigma and r esidualisation, we

should not under estimate the achievements of mix thus far: that we are

managing to build good public housing in communities wher e tenants

are regarded as ‘ordinary’ people. Br eaking down the stigma of tenur e

not only has a positive impact on existing tenants, it can also help to
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negate the more abstract but deeply entrenched perception that public

housing is a valueless public good: at best the last resort of the

desperate, at worst a drain on the public purse. 

Ordinariness is an in fact an extraordinary achievement. 

There is, however, a crucial caveat that we must enter here. For the most

ardent advocates of mix, ‘ordinariness’ is something of a disappointment.

Early advocates of mix hoped that there would be strong peer effects’, in

which the mor e affluent would act as positive r ole models, especially as

active participants in the labour market. They also hoped for a far deeper

sense of human interaction; mix was to grow the stock of social capital

and lead to a flourishing of local civic activity and duty . 

Unfortunately , the evidence we have from the UK is not yet sufficient

to confirm this. Most tangibly , studies of mix in the UK have not found

any positive impact on work-rates.
68

Nor have they found much

evidence of genuine interaction across tenures. Mix, then, has indeed

been quite quiet and prosaic – a process of normalisation rather than a

utopian dr eam. 

But this is not to say that the hypothesised connection between mix

and lower rates of worklessness is false. Part of the problem is that we

are very bad at tracking the relevant data in the UK.
69

The great body of

work that we have on mix tends to be based on case studies and quali-

tative evidence rather than hard statistical correlations. Indeed, when

we turn to Sweden, a country that does scrupulously collect the data,

there is good evidence of the benefits of mix on employment rates. 

Social researchers in Sweden have access to datasets that cover the

entire population. This allows r esearchers to control for a wide range of

individual variables in or der to ensure that any imputed causal rela-

tionship between area and unemployment is not better explained by

other factors. This is particularly important when we consider the possi -

bility that poverty and worklessness is concentrated in certain ar eas not

because the area itself is part of the causal story of poverty, but because

the poor and workless are filtered into these areas. Yet this is proven not
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to be the case in an important Swedish study which looked at more than

5.5 million individuals. 

Studying all individuals of working age (16 to 65) fr om 1991 to 1999,

Sako Musterd and Roger Andersson found r obust evidence that the

neighbourhood in which individuals live clearly did have an impact on

their employment pr ospects.
70

In other wor ds, it is not just that those

living in such ar eas may be disconnected form labour markets in spatial

terms (though this is indeed the case); there is also something about

living amongst other unemployed households that has an impact on

worklessness, even when it may seem that there are good opportunities

in local labour markets.
71

Very clearly, social capital (the norms and

expectations of a very local culture) can have a profound impact. In this

case the impact of that social capital is negative rather than positive.

Musterd and Andersson thus draw two specific conclusions that weigh

heavily in favour of the hypothesis that mix must be part of the corr ec-

tive to concentrated poverty and poor individual life-chances. 

Firstly, even controlling for alternate factors and explanations, “the

risk that a person unemployed in 1991 would still be unemployed in

1995 and 1999 is only 16% if that person lives in an environment with

only 0–2% unemployed people, whereas that percentage would double

to 32% if he or she lives in an environment with 14–16% unemployed.”
72

Secondly, the same phenomenon is also evident in the parallel conclu-

sion that “the pr obability that a person unemployed in 1991 would

succeed in becoming employed in 1995 and 1999 is 56% if that person

lives in an envir onment with only 0–2% unemployed people; if he or she

lives in an envir onment with 14–16% unemployment, the pr obability

does not exceed 35%!”
73

In a follow-up study , the authors pursue this further and test the

strength of the neighbourhood effect when the means of measurement

is varied. What they found was that income-str ucture yielded the

strongest neighbourhood effect, ahead of (for example) education

levels.
74

Income structure was particularly important in dense urban

contexts, where the concentrations of low income households is most
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marked. Hence, the study finds that individual incomes ar e affected by

“the socio-economic composition of the neighbour hoods”.
75

Mix, the

study concludes, really doesmatter. 

Of course, we cannot simply translate the evidence from Sweden to

the British context. There will be important variables – dif ferent histo-

ries of stigma (or pride) associated with public housing, dif ferent

welfar e institutions, dif ferent labour markets, and so on. We should also

not forget that housing and income mix alone cannot be a silver bullet

for the problems of entrenched poverty. Clearly, there are some obvious

limits to what we can r easonably expect of a policy framework of

housing mix. It is ther efore vital that mix is part of a wider framework

of policy solutions that tackle poverty head-on, in the her e and now. 

But mixed income communities must be the central structure within

that framework. This conclusion is not based upon a utopian hankering

after a fluf fy feeling of cross-class solidarity and community: it is based

on the emerging, hard evidence on the impact of social segregation. That

hard evidence on worklessness is not yet available in the UK; but given

the relatively gr eater generosity and activism of the Swedish welfar e

state compared to ours, there is every reason to believe that the same

neighbourhood affect will be found her e – once we start collecting the

relevant data in a systematic way. 

Planning for mix 

Supply

There are two distinct, but intimately r elated, issues here. The first is

that much of the residualisation of public housing has been driven by a

chronic and increasingly acute lack of supply. At pr esent, there are

approximately 1.7 million households on the waiting list for public

housing. With a large enough increase in supply, some of the processes

of residualisation would automatically be r eversed, for the simple

reason that more people, and a greater social range, would be brought

into the tenur e. 
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In the Housing Gr een Paper of July 2007, the Labour Government

announced a key target for general housing supply: 3 million new

homes were to be built by 2020, with 240, 000 new homes being built a

year by 2016. They also recognised that approximately 40,000 new social

homes would be needed per year (net) in order to meet housing need.
76

Yet in November of last year, build completions wer e down to the

lowest level in thr ee decades, at below half the rate of new builds in

2006. Clearly, it would be absurd to accuse the Government of a lack of

will her e, since we are in the midst of perhaps the most spectacular

housing crash for generations. 

Nevertheless, there has been a fundamental strategic flaw in the

provision of public housing over the last decade: it has relied too exten-

sively on partnerships with private developers, in which Local

Authorities use so-called ‘Section 106’ planning agreements to

encourage developers to include a proportion of social (and affordable)

housing in their private developments. The logic was simple: no plan -

ning permission without the 106 agr eement. But the logic was also fatal

in a falling market: if the developers could not sell the private units they

could not cross-subsidise the social homes. Social provision thus

collapsed with the private market. 

We might expect the Housing Associations to pick up the slack here.

Unfortunately , the Government’s strategy here has also been flawed.

Housing Associations have increasingly been encouraged to act as

private developers. With as little as 30 per cent of their development

costs coming from public housing grants, the r est has had to be raised

from money markets as corporate debt, and through commercial sales

on the open market, using the profit to finance their public housing

provision. Like the 106 strategy, it has now failed. 

Thus, over the last ten years the supply of public housing has been

driven by a strategy that is only viable in a rising market. Both private

developers and Housing Associations have used market profit to cross-

subsidise public housing. The collapse of the market has now left us

with a complete collapse of public housing supply , adding to the severe
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supply constraints of the last thirty years. W e need a new policy frame-

work that both of fers alternative sources of supply, and which makes

better use of private-public developer collaboration when the housing

market recovers, thereby greatly increasing supply in the medium term.

The first alternative sour ce of supply should come from allowing

Local Authorities to bid dir ectly for Housing Grant, to raise money

through bonds, and to act as a developer and private landlord in their

own right. This would be both an alternative sour ce of supply and offer

a local means of managing mix and tying in housing services to other

services, especially employment and training. There have been very

welcome moves in this dir ection lately, and it has recently been

announced that councils will indeed be able to bid for Housing Grant

money.
77

The challenge now is to ensure that the (as yet unspecified)

conditions under which they can do so ar e not too tightly cir cumscribed. 

A second source of alternative supply involves the cr eation of a

number of national house-builders. In the curr ent climate, with many

private builders in distr ess, there will be considerable private sector

appetite for it. We should establish a small number of joint ventur e

public-private home builders, each with a 50 per cent stake and an equal

share of the profits. The national share would be reinvested directly in

public housing (in accordance with the principles of mix), and the

private partner will be able to deliver r easonable profits to shareholders,

whilst also being obliged to maintain pr udent levels of investment in the

operating capacity and capital structure of the business. Such companies

would be commercial concerns with the public shareholding expected to

turn as much profit as the private component; and they will be pr ofitable

so long as it pursues the modern Housing Association strategy of

supplying homes that ar e attractive to open market buyers, rather than

simply building exclusively for those that need public housing. 

Finally, we should be prepared to make better use of the 106 strategy

when the housing market r ecovers. For all its flaws, it is a legitimate

source of supply, and can also, when used well, be an invaluable vehicle

for the creation of greater housing mix. 
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Nevertheless, even prior to the housing crash, 106 agreements were

only applied to 14 per cent of new developments.
78

Now this pr oportion

is set to plummet fr om an already low base. Thames Gateway is, once

again, a prime example, as its developers are apparently seeking to

renegotiate their existing 106 obligations, driving down the pr oportion

of affordable and public housing.
79

If we are to begin to get the full potential out of 106 agreements we

need, first of all, to change the basic terms of the agreements. Instead of

permitting Local Authorities to r equire a public housing component in

developments of 15 units and above, we should require them to pursue

106 agreements in all developments that have more than 10 units. In

(rare) cases where this would lead to an over -supply of public housing,

the Local Authority would be r equired to satisfy an external body (see

below) that its existing social pr ovision was not only adequate, but also

genuinely mixed.
80

Mor eover, local and regional authorities must be given, and required

to use, greater powers in enforcing such agreements. Very often house

builders try to drive down the public housing component of develop -

ments, seeking to satisfy the 106 requirement with af fordable bought

housing instead. Often this reflects genuine fears about financial

viability , but it can also be driven by less legitimate concerns, either on

the part of developers, or on the part of Local Authorities that want to

restrict public housing for political r easons. Where this is the case,

regional authorities must ensure that mix proportions r eflect local

housing need, and all regions should have the same power as the

London Mayor to veto lar ge developments that do not reflect balanced

need. The threshold for using this power in London is curr ently on

developments of 150 units and over. It should be reduced to at least 75. 

In addition to the sticks of r egulation, there must also be carrots for

private developers in the form of impartial advice for smaller devel -

opers, helping them to plan for gr eater social provision in a way that

is financially viable. T o this end, an independent arbitration service

should be established. Often the reluctance of private developers to
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embrace larger volumes of public housing has reflected legitimate

concerns about financial viability , and financial viability will vary

regionally. A national planning framework must ther efore reflect this

and remain flexible, as well as having more teeth when needed.

Experience suggests that many developers have in fact willingly

provided a greater proportion of social units when they have had

access to independent, expert advice, paid for by the Local Planning

Authority . Once the process has become less adversarial developers

have tended to become less defensive of their margins, and have often

seen that a greater proportion of public housing is in fact commer -

cially viable. Conversely, some Local Planning Authorities have felt

themselves to be at a disadvantage when negotiating with large

developers, who can sometimes approach the process aggressively. A

national, independent advice and arbitration service should ease

negotiations and could r efer cases to the Homes and Communities

Agency (HCA; which r eplaces the Housing Corporation) if necessary.

But the presumption should be that this is part of the normal plan -

ning pr ocess in the first instance, and only a conflict resolution service

in mor e difficult cases. The same agency could be responsible for

ensuring that Local Authorities ar e meeting the obligations on mix

(see above). 

Ensuring supply is mixed

We have now seen how we might increase supply in a number of ways,

including making better use of private-public partnerships.

Nevertheless, we must be wary of repeating one of the most destructive

mistakes of the past: the rush to volume at the expense of both quality

and mix. 

When supply picks up we need to ensure that the principles of

successful mix, enumerated above, are met in practice. The HCA has a

crucial role to play here. It must attach far more stringent conditions to

the provision of Housing Grant, not just to specific developments, but

to areas as well. This would mean that Local Authorities cannot just
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pick and choose which specific developments are planned and

managed in accordance with the principles of mix. Local Authorities

that do not meet these standards would be penalised in further r ounds

of Housing Grant. 

Specifically, there needs to be vigilant monitoring of both pepper -

potting and tenur e blindness. 106 agreements have gained a good deal

of notoriety pr ecisely because the public housing component of a devel-

opment is often in the darker r ecesses, overlooking the bins, in the least

desirable parts of the estate. The result is to replicate the status divisions

and labelling that mix is meant to counteract. The same approach must

be applied to the provision of family homes in both the private and the

social sector: if we are to have mixed areas and neighbourhoods we

must remove the need for families to move on once they reach a certain

age and size. At the same time, the HCA should be the vehicle used to

replicate nationally the successful example of SAVE. 

Threats to sustainable mix 

The sad fact is that good practice, both in terms of mix and in terms of

connection to infrastr ucture and services, is not in fact the norm. When

mix is planned badly it will be dif ficult to attract a range of incomes,

and those that do buy will either seek to exit as soon as possible, or will

buy with the intention of becoming landlor ds rather than residents.

Enumerated below are some of the obstacles to achieving mix, and

some of the worst practices that must be stopped by legislation and

robust policy. 

At the very top of the list of thr eats, we should note, is the ruinous effect

that the right to buy has had, and will continue to have, on the stability of

mixed communities. The pr oblem here is not that social tenants get to

change tenure; it is that, once they do so, they almost invariably exit the

area, and the new owner is very often a buy-to-let investor. No matter

how well planned a development or ar ea intervention is, if the social

landlor d loses control of a sufficient supply of stock, and is not allowed to
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replenish the stocks through sales receipts, it will not be able to discharge

its role. 

Second to this is the process by which the owner occupied tenure in

fact becomes a rented sector. This can arise naturally enough through

residents moving on and maintaining their flat as an investment, but

where mix has failed it has often been through block buying of units by

buy-to-let investors. Often this has involved commer cial companies

buying up flats and then letting them dir ectly to Local Authorities who

use them to meet emergency housing need. Instead of owner occupation

we quickly arrive at pr ecisely the phenomenon that mix was intended

to address: the concentration of the neediest individuals in pockets of

public housing.
81

Thir dly, there is also a tendency for a majority of developers to cluster

public housing units, either for ease of management or because they

believe (falsely) that the lease-hold units will be hard to sell if they are

not insulated fr om social tenants. 

A fourth major risk comes fr om the practice of both private devel -

opers and the then Housing Corporation to concentrate almost exclu-

sively on building flats and maisonettes rather than lar ger houses. Even

if an area is attractive and popular across all tenures (as Greenwich

Millennium V illage is, for example) there will be a tendency for those

who can to leave once their family reaches a certain age or size. This

voluntary exit r epresents a significant risk to the popularity , stability

and the mix of the area. 

Finally, a fifth set of risks revolves around the failur e to connect commu-

nities with pr oper infrastr ucture. Many of the developments (for example,

Ebbsfleet and Barking Riverside) in the Thames Gateway Growth Ar ea fall

into this category. Even where the dwellings are well designed, they tend

not to pass the ‘pint of milk test’: ther e are no commercial facilities, no

entertainment opportunities, and, typically , very poor transport connec-

tions. In a rising market, some of these developments will indeed be

commercially viable, but lar ge clusters will have been bought by buy to let

investors, and young professionals or key workers that do buy and move
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in invariably see it as a stepping stone to something better. And if they

haven’t already moved on, the lack of popular schools is likely to lead to

exit once these households start families. 

Regulation of tenure and buy to let 
At the heart of all the risks faced by mixed communities is the risk of

instability; of a loss of social balance arising from an excessive outflow

of owners, or an excessive inflow of tenants (social or private). Mix typi -

cally fails wher e the intended balance of the community or neighbour -

hood is altered. There are two specific policies that we should pursue to

counter some of these risks. 

Paramount here is not only that social units remain social, thereby

entailing a bar on the right to buy in mixed developments, but also that

the private units r emain owner-occupied. One way to achieve this is to

structure tax on rentals in such a way that it discourages the transition

of owner-occupied dwellings into the r ented sector: rental revenues

should be taxed in proportion to social cost. Rentals that alter the

intended balance of planned mixed developments should be taxed at a

higher rate to reflect the potential social cost of the change. This would

apply to both commer cial landlor ds and private landlor ds who have

either left the development but r etained the property as an investment,

or to private landlor ds who have bought off the original owner with the

intention of letting the pr operty. The revenue raised should then be ring-

fenced for either investment in new stock, or to pay into a capital fund

that contributes to the management of the development over time. This

should be dir ected at extra advisory services for all residents (though

tailor ed to those with most need) and could include employment and

training services. 

We must also block another common route by which social balance is

seriously disturbed. Ther e has been a tendency for property companies

to buy clusters of flats for private r ental. Clearly this can alter the

intended composition of ownership, and the clustering r uns against the

principles of pepper -potting. But the thr eat immediately becomes far
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more serious when we consider who these homes are rented out to: they

are often rented en bloc by Local Authorities to house the homeless

under their statutory duties.
82

In other wor ds, large, concentrated blocks

of housing are given over to the neediest, without any serious attempts

at integration. The result is precisely the opposite of mix, both in terms

of tenure and in the deeper sense that we have been concerned with

throughout this pamphlet. 

It would be wr ong, and contrary to the deeper principles of mix, to

prevent Local Authorities fr om using this option to house families in

good communities. The simplest and most dir ect policy solution is

therefore to restrict multiple pur chases; buying in clusters of more than

two should be banned. 

Managing mix 
It is clear, then, that successful mix requires active and ongoing manage-

ment well after the planning stages. Furthermor e, this management is

not just about maintaining social balance. At the end of my analysis of

the importance of mix, I entered a crucial caveat: we cannot expect

housing mix to be a panacea for poverty. On its own, it is not enough to

overcome the barriers that have locked many social housing tenants into

poverty; and sometimes mix will pr ove impractical, at least in the short-

term. In the latter case, it is vital that we seek other forms of institutional

and social reconnection, and the best vehicle for doing so is through

traditional housing management str uctures. 

There are therefore two sets of policy areas that we need to address in

relation to housing mix and management: the first concerns the role of

management in making mix work, and the second concerns the role of

management in impr oving the life-chances of residents where physical

integration pr oves to be impractical. The former is discussed below; the

latter is the topic of the next section of this chapter.

Let us start with the policies needed to make the management of

mixed communities ef fective. The two key issues here are the need to

finance quality management services, and the need to address the
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potential pr oblems that could arise between different tenures. Many of

the policies here are directly applicable to non-mixed communities. 

All high-density developments need intensive management to main -

tain the quality of the stock and the public spaces, and this is especially

the case in mixed developments, where tensions and bad management

can lead to an exodus of the higher-income households. 

The lesson is simply that proximity to services and institutions pays a

considerable dividend in terms of services, quality of management and

social capital. 

Indeed, there is good evidence to suggest that estate-based manage-

ment is cost effective in turning ar ound dif ficult estates.
83

Active neigh -

bourhood and estate management significantly impr oves the liveability

of deprived ar eas, and has a positive impact in reducing stigma. Active

management is also crucial in maintaining the stability of mixed

communities, wher e there is potential for tension between tenures if

public housing is per ceived to be the source of antisocial behaviour.

Yet just at the same time that some of this evidence began to emerge,

a very large number of Local Authorities began centralising their

management structure through call centres – the exact opposite of the

social and institutional connection that is desperately needed. In large

part this has been in response to the Best Value Regime, which audits

the performance of Local Authorities in terms of ef ficiency and value for

money. So the regime must be reformed to reflect the social benefits of

estate-based management. 

Clearly, intensive management does come at a cost, and since the early

1990s service charges have not been claimable under Housing Benefit.

The result is that public housing tenants struggle to pay the charges, and

the social landlord may succumb to the temptation to r educe the level

of service in order to keep charges down. This can lead to a situation in

which (for example) the bins of social rented dwellings ar e collected less

often, leading, for example, to the perception of antisocial behaviour. In

order to prevent this, service charges should be claimable on Housing

Benefit. Care obviously needs to be taken to ensure that ‘services’ are
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tightly cir cumscribed and confined to mainstr eam services if the finan-

cial burden on Housing Benefit is not to be excessive. 

There is also scope for more radical changes in subsidy of service

charges and management costs. Private rental and owner-occupied

houses in mixed communities should cross-subsidise service charges for

public housing. At pr esent, this form of cross subsidy is not legally

permissible, and there should be a statutory change to overturn this. But

the extra revenue raised should be directed to general area improvements

that impr ove the quality of life of all r esidents, which are not funded out

of a general repairs and maintenance budget, and which are not part of

core housing services. One possibility would be that funds raised thr ough

cross-subsidy could be spent on activities that promote cross-tenure inter-

action, such as an ongoing gardening or an allotment scheme that is

jointly managed by all r esidents. The sums involved in this could be

either small or relatively lar ge, depending on context. The aim is to

promote interaction rather than as a key means of redistribution. 

In order to make this politically feasible, ther e would of course have

to be incentives for the private households that would contribute mor e.

A higher cross-subsidy would necessitate some form of government

capital subsidy for leaseholders. This could come in the form of a capital

subsidy fr om Housing Grant, selling the homes at marginally below

market rate in order to compensate for the ongoing cost of higher

service charges. The subsidy would be justified on the basis of the

presumed social gain arising from the enhanced neighbourhood quality

and the potential to generate social capital and interaction that benefits

all residents, and which potentially has the elusive role model effect for

workless households. An alternative sour ce of compensation or incen-

tive would be a council tax discount for the households that paid mor e

in service charges. 

There are also changes that must be made not just to the funding of

management, but also to the structure. Most mixed developments

currently have two management structures, with a Housing Association

managing the public housing and a private company managing the
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other tenures. This can exacerbate the tensions that have sometimes

arisen between tenures, with dif ferent standards of service and manage-

ment; and it continues to segregate housing (and individuals) by type.

A unitary management would be mor e efficient and would, mor eover,

be better placed to tap into the potential social gains arising from cross-

tenure interaction. 

A unitary management str ucture would also be better placed to tap

into the social capital that a well-balanced tenure mix has the potential

to create. Once again, planning for adequate family dwellings is crucial.

There is ample evidence that children are a very powerful vehicle for

social interaction across tenure.
84

Young childr en do not make tenure

distinctions. Furthermor e, the latest national evaluation of Sure Start

(Childr en’s Centres) found that in many instances it was playing a very

positive r ole in generating an area’s social capital, bringing parents

together in a range of services that encompass but also extend beyond

childcare.
85

Qualitative r esearch has also found that Sure Start can facil-

itate genuine social interaction, and that it can generate important

‘bridging’ of social capital. This not only links disadvantaged house -

holds to services they had not previously accessed, but it has also led to

a more general broadening of horizons and aspirations.
86

Section 2 – Beyond mix: promoting reattachment
to public services
The integration of our housing stock can clearly not happen overnight.

Given the extent to which poverty has been concentrated in the residu-

alised end of the public housing sector, it will not be practical to inte -

grate all housing in the short-term. Mor eover, one cannot expect mix by

itself to have a magical effect on poverty even when it is successful.

Management must not only actively manage for mix, it must manage for

other forms of social reconnection to labour markets and welfare insti-

tutions – as well as to wider society. This is equally true of both mixed

developments and areas where mix might not be possible. 
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We now have ample evidence to show that, in areas of concentrated

poverty, active neighbourhood and estate-based management signifi-

cantly impr oves the reputation of an area and the quality of life of its

residents.
87

Neighbour hood Wardens, for example, have been a great

success, and greater investment and, for instance, concierge presence in

tower blocks has led to some dramatic improvements. There is also

good evidence from the latest national evaluation of New Deal for

Communities ar eas, which tells us that ‘evidence of change at the area

level is overwhelmingly positive’.
88

But, as we have seen, it is striking that, in spite of this evidence, there

has been a growing tendency for Local Authorities to centralise their

housing management structures in order to meet the efficiency standards

of central Government’s Best Value regime. That standard of efficiency

was originally intended to go beyond a narr ow bean counting exercise:

part of the point of the Best Value regime was that it would be used to

assess wider social value too. Nevertheless, in practice there has been a

marked tendency for Local Authorities to interpr et in narrowly. The net

result is almost the exact opposite of institutional and social connection:

residents are increasingly served through remote call centres rather than

housing officers intimately familiar with the needs of local r esidents. 

Equally striking is the way in which ‘housing’ management has become

narrowly cir cumscribed, with a remit that covers stock maintenance, rent

and repairs, and allocations, but has far too infrequently extended to

wider advisory services and support. These should encompass, in partic-

ular, advice and support with employment and training services, and

confidence and capacity building initiatives aimed at helping individuals

back into the labour market. It is only by extending the housing manage -

ment remit in this way that we can build on the achievements of neigh -

bourhood and estate-based management; taking it beyond an

impr ovement in liveability , and allowing management to have an impact

on the causes of poverty, rather than just on its symptoms. 

There have in fact been two positive policy developments in this

regard. Firstly, there have been an increasing number of ‘Trailblazer ’
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councils that have combined housing options advisory services with

employment advice.
89

Secondly, the DWP has recently announced that

Job Centre Plus services will be piloted in some Childr en’s Centres (Sure

Start).
90

This is precisely the kind of community centr ed and joined-up

work between major departments (DWP, DLCG, DUIS) that is needed. 

Yet, neither of these initiatives has been extended to housing manage-

ment: the advisory service comes at the point of allocations and indi-

vidual housing choices, but is not then extended beyond this once the

individual has been housed; and Sure Start will not r each the many

young male adults that have become totally detached from the labour

market and who have not pursued training opportunities. 

We therefore need clear incentives for Local Authorities and

Registered Social Landlords to adopt a far more holistic approach. To

this end, Housing Grant should come with the expectation that all

public housing management should seek to replicate the innovations of

some of the best Housing Associations, such as Notting Hill Housing

Association in London, and of fer comprehensive education, training

and employment advisory services for their tenants. A key part of the

advisory of fer here, for example, must include information on Housing

Benefit and how claimants may or may not be affected by the transition

into work – an issue where uncertainty can often act as a barrier to work.

(See ‘Housing Benefit’ section on page 70). 

Case study of Notting Hill Housing
Notting Hill Housing Association has been one of the most innovative

of a number of Housing Associations that are taking seriously the need

to offer more than just basic housing management. All new tenants ar e

interviewed not just about their housing needs, but also their employ -

ment needs as well. This advice and support is then ongoing throughout

the duration of the tenancy, with the option to join a number of specific

employment and training schemes. Of particular note is the awar d

winning Constr uction Training Initiative, which secur es training place-

ments for tenants on public housing development sites, and supports



In the Mix

68

them with training costs and college fees; ultimately leading to fully

accredited qualifications. So far over 700 people have secured qualifica-

tions and construction jobs under the scheme. Further support is avail-

able to young tenants on the Fast Forward project. In this scheme

tenants commit to a training and work plan in r eturn for a short-hold

tenancy and a comprehensive package of support for up to five years. 

Mor eover, the Notting Hill Housing of fer is genuinely holistic, encom-

passing extensive advisory services designed to promote greater finan-

cial inclusion. This includes not only debt advice, but also expert advice

on benefit entitlements. Notting Hill Housing also supported the estab -

lishment of the Hammersmith and Fulham Cr edit Union. 

Reforms to Housing Benefit that resonate with this agenda
At pr esent, Housing Benefit is administered by the Local Authority ,

whilst mainstr eam employment services are provided by the

Department for Work and Pensions. In practice, this means that job

seekers using the services of their local Job Centre Plus will r eceive

assistance in finding a job, but will not r eceive advice on the implica-

tions for their Housing Benefit allowance. Fragmented services add

needless layers of complexity and bureaucracy that can act as a barrier

to exit fr om poverty. 

These barriers of separation are also powerfully manifested in the very

steep withdrawal rates of Housing Benefit: once an individual finds

work, the loss of financial assistance means that for every pound they

earn in work they will only actually be 35 pence better of f. This can act as

a disincentive to work participation and pr ogression.
91

Moreover, when

many individuals want to work despite this perverse incentive, the

complexity of its administration can r esult in uncertainty , which can in

turn act as a barrier to work.
92

Time and again the message from housing

management practitioners is that it is not the steep withdrawal rate that

discourages work, but the chronic instability and uncertainty that comes

with work: very often the work is insecur e and potentially short-term;

and the benefits system is too slow to kick in again when it is needed. The
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result is often that the household must resort to ruinously expensive debt

(and hence face a familiar spiral into poverty) or simply go without. Faced

with this choice, some will choose not to come off benefits in the first

place. Too often, an allocations system that filters people into concen-

trated areas of worklessness is accompanied by a benefits system seem-

ingly designed to keep them there. The result is to ‘segregate’ public

housing tenants at the bottom of the income spectrum.

Thus, the chronic instability that comes with movements in and out of

work coupled with uncertainty surr ounding the administration of

Housing Benefit can at least appear to make complete withdrawal fr om

the labour market the sensible option. This is why the holistic advisory-

management services that Notting Hill and Hyde Housing have both

developed are so crucial, and should be widely r eplicated right across the

public housing sector, complementing but also sometimes supplanting

Job Centre Plus where appropriate. And r eform should not stop here: we

also need to rethink the idea of a specific Housing Benefit and consider a

more general Housing Cost Credit that brings all those receiving state

assistance for housing costs into the same system. This central proposal is

discussed below (See ‘Rethinking Tenure Distinctions’). 

Mor eover, very often those that have been detached from the labour

market for a long time will not actively seek help, or attempt to access

other services that can improve quality of life and of fer routes out of

poverty. For tenants that are ‘hard to reach’ there should be extensive

outreach services, following the best practice of a number of New Deal

for Community initiatives (such as EC1 in London’s Islington ar ea). 

Case study of Hyde Housing
Hyde Housing is another Housing Association that has taken up the chal-

lenge of worklessness amongst its tenants. In Hyde’s last comprehensive

survey it found that 50 per cent of its tenants were unemployed. It knows

that that 70 to 80 per cent of the new tenants it is taking on are workless.

In one of its estates, Ocean Park in Bexley Heath, there is up to 90 per cent

worklessness. Despite being relatively small for an estate (there are only
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150 units), there is still a highly dispr oportionate number of Anti-Social

Behaviour Orders on Ocean Park. Though this is an extreme example, the

more general problem of worklessness ranges across their housing stock,

and is not unique to city estates. The unemployment levels of their

tenants in Kent, for example, is four times the local average. 

Hyde is actively engaging with the challenges thr own up by such

high concentrations of worklessness. Across all their housing stock

(including the mor e dispersed housing in rural areas) all new tenants

are now offered access to a personal advice service to support them into

work or training. Cr ucially, Hyde has also recently adopted a very

active outreach programme in which dedicated case-workers conduct

door to door visits (even in isolated ar eas) to offer services and support

to all tenants, referring them to further advice and opportunities as

appropriate. As part of a holistic appr oach to housing need, this can

include r eferral to debt advisory services as well. In the last eight

months, just one advisor, covering both rural and urban Kent, has seen

91 residents, supported 15 into training, seven into volunteering, and

ten into quality work. 

Case study challenges (and policy needs) 
The conversion rate of Hyde’s outreach programme is impr essive. So

too is Notting Hill Housing’s Constr uction Training Initiative. But ther e

are two key constraints in their ability to do mor e. The first is financial:

these important schemes are funded by the Housing Associations them-

selves, and have typically been cross-subsidised by sales in the open

market. In the pr esent climate this source of finance is clearly under

severe threat. But it has never been assured in the good times either;

funding for these schemes is a corporate option rather than an obliga-

tion, and external sources of funding (from Regional Development

Agencies) tend to be bureaucratic, sluggish and uncertain. 

These financial and organisational concerns have meant that many

Housing Associations have not followed suit. The second key

constraint is on the degree to which Hyde and Notting Hill Housing



Policy solutions

71

can influence the social mix on the estates that they manage. Virtually

100 per cent of the allocations on these estates are dictated by the Local

Authority , who invariably take the top slice of those at the top of the

housing waiting list. The r esult is the exact opposite of mix: concen-

tration and the intractable pr oblems that come with the worst estates

of our housing world. 

We therefore need two key policy responses to the constraints faced

by active and innovative Housing Associations. 

n Housing Associations should be given direct control over 50 per

cent of lettings allocations. 

This is essential for social and income mix in existing public

housing stock, and it fr ees Housing Associations to manage in a

holistic way without facing the insurmountable challenges

presented by such dense concentrations of social need found in

some estates. 

n Holistic services should be funded from mainstream sources,

based on a per unit formula.

For example, 1 per cent of all Housing Grant awards could be ring-

fenced to fund a dedicated outreach capacity for the Housing

Association in receipt of the Grant. Other funding formulae might

include a system in which funds raised by Housing Associations are

automatically matched by Housing Grant (up to a specified limit). 

Section 3 – Rethinking tenure distinctions
Earlier in this Chapter I ar gued for building tenur e blind and pepper -

potted public housing. The key message here was that, in doing so,

we can hope to break the vicious circle of labelling and separation

that has been so central to the history of public housing in England.

Nevertheless, there was also the promise that the analysis of mix I

have provided could lead to mor e radical conclusions, and to offer a
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route in which we do not just disguise tenur e differences, but break

down the tenur e distinction itself. In the following section I make

good that pr omise and outline two ways in which policy should be

used to break down some of the deepest institutional and social

assumptions about the relationship between public and privately

owned housing. 

The first is gearing policy towar ds an expansion of shared ownership,

including r eform of the ‘right to buy’ and a new ‘right to sell’. The

second is an integration of the different schemes that currently exist to

provide help with housing costs into a universal pr ogressive benefit.

Promoting shared ownership
The concept of shared ownership has the potential to intr oduce a degree

of universalism into tenur e classification and property ownership,

breaking down the polarisation between outright ownership and non-

ownership, r educing the status division between tenur es and

preventing asset exclusion. Clearly in the current financial crisis,

encouraging people to enter a falling market is not a good idea in the

short term. Yet in the longer term, shared ownership is a means of

offering some of the advantages of subsidised home-ownership,

without r einforcing the cultural belief that this is somehow a morally

superior form of tenur e. 

But, thus far, shared ownership has not taken off. Until very r ecently

the shared ownership model has literally meant that the occupier owns

a share of the home whilst a Housing Association owns the rest. The

occupier takes out a mortgage on the part that they own, and pays rent

to the Housing Association for the percentage that they own. This in fact

intr oduces a degree of complexity to a system that has been poorly

understood and can be off-putting. Mor e importantly , the rental share

can often be so high (as a reflection of local market rates, albeit at a

subsidised level) that the overall cost to the occupier defeats the purpose. 

Thus, a key failing with shar ed ownership is that ther e have been no

controls on the rent that the occupier pays on the part of the home that
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they do not own. In practice, wher e this rent level is set by the local

market rent, the more desirable areas can still be prohibitively expen -

sive, which squeezes out lower income households and runs counter to

the spirit of a mixed housing policy . A system of rent controls is there-

fore needed, set by reference to the Local Authority average, which

brings the more popular areas into reach.

There has, to be fair, been a good deal of variety in the different schemes

on offer, and I cannot enter into a case-by-case appraisal here. But it

remains true that it has not caught the popular imagination. It is dif ficult

not conclude that much of this has to do not just with the complexity of

existing schemes, but also the variety itself: whilst the great range of occu-

pier ownership on of fer (from as little as 5 percent up to 75 per cent)

seems laudable at first sight, the bottom end of this scale seriously under-

mines the asset opportunity that it is (in lar ge part) intended to create.

Furthermor e, all too often the quality of intermediate housing has been

poor, and therefore does not offer a good investment. 

In response to this we need to increase the household equity share to

50 per cent, and offer far better guidance on the quality of their invest -

ment when individuals consider taking this step. One way of achieving

this would be to set up a national scheme in which intermediate buyers

were given a flat rate fee to pay a reputable estate agent to offer a real-

istic valuation of the pr operty and its futur e market prospects. 

There are in fact signs that some of the key reasons behind the failure

of this shared ownership to take off could be overcome by the latest

thinking in shar ed ownership. The Government’s new HomeBuy Dir ect

scheme operates on a different funding model and, strictly speaking, is

a shared equityrather than a shared ownershipscheme. This distinction

brings with it the important featur e of HomeBuy that the occupier does

not pay rent on the remaining share. Instead, either the government or

a private developer (the two alternative sponsors of shared equity)

realises the value of their investment when the property is sold. 

Thus far, the early signals are positive: Barratt Homes, for example,

is pushing the scheme with enthusiasm, and have already had 20,000
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registrations of interest.
93

Nevertheless, two key facts remain. If shared

ownership, in the form of shar ed equity, is to be a genuine vehicle of

opportunity we must still exer cise vigilance in ensuring that the asset

on offer is, firstly , a high quality home that would be attractive on the

open market, and, secondly, that the equity share of the occupier is not

so diluted that it amounts to mer e tokenism; a genuflection to the ideo-

logical gods of ownership, but in practice no mor e. If we on the left are

to seriously engage in asset equality, we must do so with r eal meaning

and purpose. 

Reassessing the right to buy
As we saw in Chapter 2, the right to buy has been one of the most perni-

cious forces that has driven the processes of residualisation. It has

greatly reduced the stock of quality public housing and has led to the

increasing concentration of poverty in the public housing that r emains.

In part this was due to the great financial restrictions that were placed

on Local Authorities when their stock was sold, with the gr eat bulk of

the receipts from sales going into paying down debt rather than r ein-

vesting in public housing. But it was also part and par cel of the broader

ideology of the ‘pr operty owning democracy’, a political movement that

told us all that we wer e not full citizens unless we were home-owners. 

The net result has been toxic: the physical and social separation of the

public housing sector fr om the rest of society. Should we then follow the

lead of the Scottish National Party and suspend the right to buy? There

is a strong case to be made that we should indeed follow this lead, and

over the course of the Labour Government there has been a steep reduc-

tion in the discount of fered to potential buyers (now down to a

maximum of 50 per cent from a peak of 70 per cent in 1989) and the

length of tenancy required prior to buying has incr eased to five years,

from a low of two. 

But it would be foolish to think that we could now just abandon the

right to buy and wait for a r eversal of the destruction it has wr ought. For
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a start, it has had a positive impact on the social mobility of many (but

not all) of the 1.7 million households that have exercised the right over

the past twenty eight years. And, of course, the aspiration of home

ownership is entir ely legitimate. Besides, it would be enormously naïve

to think that the aspiration of ownership, with all the political connota -

tions that are tied up with it, will simply wither away; even as we face

possibly the most extraordinary housing crash that we have seen for

generations – the bursting of a bubble that is every bit as ideological as

it is economic. The problem is that the combined impact of exit and

residualisation has often had profoundly negative side ef fects; both for

those that can’t exit, and, more broadly, for the perceived value of social

housing as a public good. 

So a two-pronged policy appr oach is required: better public housing,

and far more of it; but also a mechanism whereby the political (and

personal) aspiration for ownership can be met – without itself under -

mining the status and value of public housing as a public good.

Ownership must not lead to separation. 

Where does this leave the right to buy? Clearly, an active policy of

shared ownership (including pur chasing the property in full) pr esup-

poses that there is some kind of aright to buy; it is a right to subsidy and

assistance in the housing market. Nevertheless, this does not mean that

it should embody the same rights as the politically char ged version of

right to buy that we saw in the 1980s. 

Quite simply , a right to buy a home should not mean that tenants

should have a right to take public housing stock with them if and when

they choose to leave the tenure. This is of the utmost importance where

public housing has been built in desirable areas, or with the specific aim

of mixed income and tenur e. Where ownership is subsidised, the

presumption should be that the household moves to their new home,

just as those living in the private sector do. Leaving the public housing

tenure must not mean that the stock is automatically taken with it. Thus,

the current right to buy mechanism needs to be reformed and the struc-

tur e of subsidised exit abolished. 
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A ‘right to sell’
A r eformed right to buy should be complemented by the intr oduction of

a flexible option to sell, in which households ar e given the option of

transferring some or all of their equity to their Local Authority , thereby

reducing mortgage payments to a manageable level. An option to sell

could be exercised, for example, if households experience a financial

shock through ill health or r edundancy, and this would allow them to

stay in their own home, until they ar e able to increase their equity

should they wish. Any uplift in the value of the pr operty will be shar ed

with the Local Authority , and should be ring-fenced to be invested in

public housing.

Such a measure would not only go beyond curr ent emergency meas-

ures of support, such as support for mortgage interest or government-

backed mortgage payment ‘holidays’. Specifically, it would go

significantly beyond the very limited, and highly tar geted, form of an

option to sell that is curr ently on of fer.
94

By intr oducing a more general

right to apply for ‘r everse staircasing’, a more universal and mainstream

approach (available not just in times of economic crisis) would blur a

moralised distinction between owning and r enting that labels public

housing tenants as lesser citizens than owners. Whereas right to buy

consciously created social and spatial distance between tenures and

greatly contributed to the pr ocess of residualisation, an option to sell

would r econnect citizens to the welfare system as a positive protective

mechanism. And, crucially, it can be a direct vehicle of housing mix

when the properties concerned are in areas that have a relatively low

proportion of public housing. 

Of course, the option we are presenting here is not a ‘right’ as such.

Such a right would be both financially and administratively unr ealistic,

and open to abuse even if it could be made to work. This is why in

policy terms I have pr esented it as an option rather than a right. But it is

still an expression of a broader social right to housing assistance and

protection for all members of our society, not just for those in a highly

residualised and targeted system of public housing. As such, an option
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to sell is indeed to be seen as a direct practical and principled r esponse

to the shortcomings of the right to buy . In political and moral terms, a

right to sell is just that: as much a ‘right’ as the right to buy .

A universal housing cost credit 
We have seen how shared ownership blurs the distinction between

ownership and r ental status by introducing gradation into the system.

This helps to break down the alienating, binary distinction between the

public and the private in housing pr ovision, and so helps lessen the

temptation to see public housing as a sign of stigma, marking off a

whole category of citizens as somehow socially inferior. But far more is

needed, and there is scope for more radical action here. We need to do

more than blur the distinction between ownership and public housing

that can come with the practice of shared ownership. We also need

broader ways to address the perception that public housing is only a

targeted good for the poor. The current system of Housing Benefit plays

into this per ception at a deeper level, as its administration necessarily

relies on the kind of institutional and administrative classifications that

inadvertently help cr eate the popular perception that public housing

tenants form their own separate category of (second-class) citizens. The

more radical step I am proposing here is, therefore, to scrap Housing

Benefit as a system targeted only at the poor. Instead it should be

replaced with a universal Housing Cost Cr edit, which would operate on

the same principles as the Tax Credit system currently does.

Here I provide only a simple explication of the principle of a Housing

Cost Credit. Tax credits such as the Working Tax Credit and the Child

Tax Credit curr ently pr ovide for dif ferent needs within the same system,

such as providing additional money for disabled people thr ough the

Working Tax Credit (in addition to the mor e general earnings top ups).

In the same way, a Housing Cost Credit would bring together – within

a single system – the dif ferent elements of financial assistance with

housing costs currently available, such as support for mortgage interest

and Housing Benefit. Furthermor e, through a more gradual taper, such
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a credit would extend support further up the income spectr um than

Housing Benefit usually r eaches, thereby offering support to a wider

range of households (such as lower-middle income households str ug-

gling with mortgage inter est).

Public housing tenants – and those currently paying for private

accommodation out of Housing Benefit – would still r eceive direct

financial assistance from the Local Authority to meet their housing

costs. But, importantly, they would be part of the same universal

system; there would cease to be a clear institutional (and all too easily

moralised) distinction between public and private housing’s r espective

relationships with the state. 

A case in point is the Support for Mortgage Inter est offered to home-

owners now struggling with their mortgage r epayments. Such help is

the right and pr oper response, but it comes under an entirely dif ferent

scheme from Housing Benefit; when in principle ther e is no normatively

relevant distinction between the two forms of assistance. So, in contin-

uing to distinguish dif ferent schemes of support for different categories

of tenure (and, implicitly , dif ferent income groups), the government is

missing an important opportunity to integrate all housing help into a

universal pr ogressive benefit; and to thereby send out an important

institutional and political message about the legitimacy of both the

welfar e state and, more specifically, the tenure of public housing. It

would ther efore be far better to encompass assistance for public housing

and for homeowners in a single credit system to help with housing costs

– of which rent and mortgage interest would be dif ferent elements –

which would extend much higher up the income spectr um, with assis-

tance progressively tapering away at the top. 

As well as eliminating the curr ent steep withdrawal of Housing

Benefit, which imposes high marginal effective tax rates, such a system

could give mor e help to low and middle income households with their

housing costs, leaving it as open whether or not they make best use of

this assistance through social or private r enting or steps to home

ownership. Of course, this more generous progressive universalism
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comes at a cost. One quite direct way of paying for this would be to

remove the exemption from capital gains tax on principal primary

residences (which is currently worth some £16 billion a year) – some-

thing that could per haps offset the potentially inflationary impact on

the housing market of of fering mor e help with housing costs to

middle-income households. 

And indir ectly, over time, if the argument of this pamphlet is corr ect,

the unifying spirit of a pr ogressive universalism will gradually cr eate

the political and social climate in which a pr operly funded state system

of public housing no longer seems a pipedream. A tall order perhaps,

but we should not for get that housing institutions can be the vehicle of

deep political change. We saw this all too clearly under Thatcher. It is

now time for the left’s own historical moment in housing: a deep insti -

tutional and value-based response to the ideology of citizenship as inde-

pendence that came with the right to buy. 



5 | Conclusion

To some on the left, the arguments and recommendations of this

pamphlet will undoubtedly fail to persuade. Poverty and

inequality , for these critics, boils down to a simple problem of

income poverty. Forget all the talk of ‘place’, community and mix, they

will say. These are just a distraction from the fight against the economic

injustices that are the causes of poverty. 

I do not see the ideal of mixed communities (and mix in the deeper

sense, across our national stock) as any kind of silver bullet. Yet it is an

immensely important part of the story that we need to tell about how

we, as a society, have reached such levels of poverty and inequality over

the last 30 years. We neglect this lesson at our peril.

The sceptics are in fact profoundly wr ong about the importance of

mix. I do not simply mean her e that concentrations of poverty in

housing estates are a cause as well as a symptom of poverty (though this

remains an under-recognised and crucial conclusion). 

The deeper lesson is that welfare for the poor quickly becomes poor

welfar e. A narrowly tar geted system undermines public support for

welfar e distribution, and ultimately er odes the political legitimacy of

the welfare state – and with it the capacity for the redistribution needed

to address hard income poverty. Indeed, the highly tar geted and resid-

ualised provision of public housing in the UK clearly exemplifies this

pernicious pr ocess: the more it has been targeted, the more the tenure

–and the tenants - have been stigmatised. 

80
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Nothing ultimately does mor e to sap the public and political will to make

the social and economic adjustments that a more just society requires. 

The legitimacy and popularity of welfar e institutions is mor et han

about ‘argument’. The beliefs and attitudes that support the legitimacy

of the welfare state are themselves the product of the way it is str uc-

tur ed. Ironically, Thatcher instinctively understood this power of insti -

tutions to shape attitudes. This is why the ‘right to buy’ legislation fell

so neatly into the parameters of Thatcherite ideology: it both r eflected

and sustained that structure of beliefs and social expectations. The

dif ference, of course, is that the institutions she used to drive her poli-

tics were those of the market; and even when it was really the hand of

the state doing the work (as it was in the massive discounts on council

homes) it was the idea of the market that was doing the normative and

strategic work. 

What the left really needs is not more argument, but its own institu -

tional corr ective to the legacy of the Thatcherite era. For far too long we

have seen public housing as just bricks and mortar; a material resource

to be distributed fairly . What we have failed to really see is the way in

which a pr ogressive vision of public housing, based on the deeper

values of mix articulated in this pamphlet, can and should be a vehicle

for the values of the left. That is the aim of the core policy dir ections

advocated here: housing and income mix in the broadest sense, and

system of state housing assistance (the Housing Cost Credit) that brings

us all into one institutional system of pr ogressive universalism. 

Both sets of policies are intended, over time, to embed in our society

the broad acceptance of our interdependence as equal citizens; rather

than a society built upon the pr emise that turning to the state for assis-

tance is a mark of a second class citizen. Only once we realise this inter-

dependence as a social fact will public housing attain the status and

recognition it deserves as one of our most important and valuable

public goods – part of the fabric of a just society. 
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Case studies
What successful mix looks like

The Greenwich Millennium Village (GMV)
GMV is an ‘urban village’, built as part of the Government’s Millennium

Communities Programme, and the first residents moved in during 2000.

In 2004 50 per cent of the residents were ‘very satisfied’, and a majority

of residents held positive attitudes towar ds the mix. Over 75 per cent of

parents rated it very highly as a place to bring up childr en.
95

GMV now has appr oximately 30 per cent public housing tenants, with

the remainder being comprised of a mix of owners and (as a minority in

the overall mix) private r enters. The developer also took a conscious

decision not to offer discounts to multiple pur chasers, so it has not

merely become a buy to let opportunity for investors, and GMV is a

stable and popular community: those who live ther e typically put down

roots, and the social mix is not disrupted by the buy-to-let market. The

development is also genuinely ‘tenur e blind’ and pepper -potted: there

are no visible signs that a dwelling is public housing, and the public

housing units are not clustered together.

Infrastr ucture has been important too. Not only are the homes in GMV

of high quality , the public space is well-designed and well-serviced by

numerous transport links and a very popular primary school. Cr ucially,

this infrastr ucture was in place beforethe first residents moved in. 

Nevertheless, GMV is by no means perfect. Recently there has been

some controversy over the inability of public housing tenants to pay the

high levels of service charges that are needed to manage a quality mixed

development successfully; and that management has a tendency

(common to a majority of mixed developments) to be fragmented

between the private and social homes. Moreover, a potential threat to

the futur e sustainability of GMV arises because of a lack of private
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houses rather than flats or maisonettes (where will these families go

when they need more space?). There are also concerns about the quality

of the nearest secondary school. Many homeowners thought it likely

that they would move on when these issues became pressing.
96

New Earswick, York
Originally built by Joseph Rowntr ee to house both his factory workers

and the local population, the village contained a wide range of incomes

(though not tenur e) and was consciously designed to be a balanced

community . By the 1980s – with the right to buy – the balance had been

upset by the exit of large numbers of the higher income households.

Typically , these residents were replaced by priority households on the

council’s waiting list, and the ‘model’ village had become a model of

residualisation and stigma. Though tenants did not have the right to

buy, the Joseph Rowntree Housing Trust has operated an alternative

scheme whereby better off tenants were given financial assistance to

buy elsewhere and move away from the village. 

Their response, in 1997, was to initiate SAVE: Selling Alternate

Vacants on Estates.
97

The explicit aim was to rebalance the community

by selling 50 per cent of all properties that became vacant. The receipt

from sales was to be ploughed back into building mor e public housing

stock, thereby maintaining supply and balance. Top of the list of pr op-

erties up for sale were the least popular homes and locations, as the

SAVE scheme was designed so as not to replicate a social hierarchy in

which the least independent are left with the housing of last r esort.

There was also concern that buy-to-let investors would crowd in and, in

effect, turn the area into a rented slum area. This was prevented by strict

conditions in the leaseholds of the sold properties. The properties have

not been difficult to sell on the open market. Quite the opposite: the

Village is a popular neighbour hood with market prices that match or

outperform the ar ea.
98

What is left is a viable, mixed community that has

shed the stigma and much of the disadvantage previously associated
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with it. An incr easing number of Local Authorities ar e adopting this

approach, typically for the pragmatic r eason that the costs of main-

taining the buildings they ar e selling can be very high, but invariably

with the later r ecognition that SAVE and mix has also had a very posi-

tive impact on the r eputation of the neighbour hood. 

Bournville Village Trust (BVT).99

Bournville V illage Trust area is in one respect strikingly dif ferent to New

Earswick: it was never broken, and it does not need to be fixed. Nor

does it have, unlike, the Greenwich Millennium V illage, the flavour of a

grand social experiment. It is simply a balanced community that, albeit

with some social problems, has always worked. Now a large suburb of

Birmingham rather than just the original model village of the

Nineteenth Century , the BVT in fact manages approximately 8000 prop-

erties, 40 per cent of which are social rented. Most of the rest are owned.

The social tenants, when compared with public housing tenants nation -

ally, have very high satisfaction rates with the quality of home, ar ea and

management. Whereas 64 per cent of Bournville residents describe their

neighbourhood as ‘pleasant’, only 36 per cent of public housing tenants

nationally do. 70 per cent of all residents (including owners) wer e ‘very

satisfied’ with the ar ea.
100

Similarly positive r esults emerge across a

wide range of indicators, with far lower rates of anti-social behaviour

being particularly significant. 

Why is this so? Good connection to labour markets is one reason. A

significant number of the r esidents are still employed by the Bournville

chocolate factory, and the area is well connected to local labour markets

more generally, and it does not exhibit the same concentrations of

worklessness that disfigure other public housing areas. More generally,

BVT itself attributes its success to high quality build and ar chitecture; an

activist management that involves the community; and an imaginative

and coherent overall planning framework. 
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But there is one key point from a recent evaluation that really

stands out: 

“In analysing the impact of housing mix in Bournville, however, it is

important to acknowledge a major factor which has insulated the Trust,

and the social rented sector associated with it, from the changes which

have affected public housing more generally. Bournville Village Trust,

as a charitable organisation, has not been obliged to sell properties

under the right to buy . The extent to which the social rented sector

remains intact in an attractive, high demand area is therefore unusual.”

(Emphasis added).
101

Principles of good mix
From these case studies we can abstract the following ingredients of

successful mix, with neighbour hoods that are popular areas of choice,

and which continue to maintain a stable social mix over time: 

n Tenure mix is a proxy for income mix, with a range of incomes in

the community;

n Homes within the community ar e attractive and of high quality ,

and attract genuine open market interest;

n The design is such that the homes are ‘tenure blind’: it is not

possible to tell by appearance the status of the resident;

n Tenure blindness works best where different tenures are thor-

oughly integrated and ‘pepper -potted’;

n The mixed community must be actively managed, both in terms of

maintaining the mix, and in terms of r educing tensions that may

arise between tenures;

n The community needs to be stable: the income mix must not be

allowed to radically alter over time. Ther e must be some mean-

ingful perpetuity of tenur e – public housing is to remain public

housing, or the stock must be replenished;
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n The wider space in which the homes are embedded is attractive,

safe and suitable for children. Sustainable mix needs to be family

friendly .

It should be clear that all these principles apply to public housing acr oss

the board, and to all neighbour hoods. But where mix is not possible, or

where it is not practical to intr oduce mix into an existing mono-tenur e

area, the following principles of external r econnection are also particu-

larly important. They ar e crucial to both the success of mixed commu-

nities, and that of other housing developments wher e mix itself pr oves

to be impractical. 

n There must be good infrastructure and services that connect all

residents to labour markets, consumer markets, and quality public

services;

n Connection to good quality schools is vital;

n Sufficient transport connections are crucial.
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Discussion Guide: In the Mix

‘In the Mix: Narrowing the gap between public and private
housing’ by James Gregory

How to use this Discussion Guide
The guide can be used in various ways by Fabian Local
Societies, local political party meetings and trade union
branches, student societies, NGOs and other groups. 

g You might hold a discussion among local members or 
invite a guest speaker – for example, an MP, academic 
or local practitioner to lead a group discussion. 

g Four different key themes are suggested. You might 
choose to spend 15 – 20 minutes on each area, or 
decide to focus the whole discussion on one of the 
issues for a more detailed discussion.

Changing
lives by
changing
housing



99

Fabian Discussion Guide

A discussion could address some or all of the
following questions: 

1. Labour and housing

g Why did the Labour Party fail to form an adequate counter-
narrative to the ideology of right to buy in the 1980s? 

2. The idea of assisted ownership

g What should the left say about assisted home ownership as a
means of greater asset equality?

g How could we pursue assisted ownership without under-
mining the value of public housing? 

3. Living in public housing 

g What active and innovative approaches could housing
providers pursue to help break the link between public
housing and worklessness? 

g What should the role of modern housing management
encompass? 
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How can a party in office for more than a decade
recapture its idealism? Can Labour hope to draw on
the same popular enthusiasm that swept Barack
Obama to victory?

In 'The Change We Need', edited by Nick Anstead
and Will Straw, staffers from the Obama campaign
come together with senior British and American
politicians, academics, thinkers and campaigners to
draw forwardlooking and optimistic lessons for the
British progressive left.

Together they show that the opportunity can only be
seized if we fundamentally rethink the ways we do
politics in Britain, by rejecting the command-and-
control model of the New Labour era and energising
grassroots supporters.
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effective agenda to provide opportunity and tackle
extremism across all communities must go beyond a
narrow approach to security, and sets out new proposals
for a progressive agenda on inequality and life chances,
public engagement in foreign policy, an inclusive
Britishness, and rethinking the role of faith in public life. 

The pamphlet puts the case for an effective agenda to
provide opportunity and tackle extremism across all
communities must go beyond a narrow approach to
security, and sets out new proposals for a progressive
agenda on inequality and life chances, public
engagement in foreign policy, an inclusive Britishness,
and rethinking the role of faith in public life. 
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starting Britain’s stalled social mobility. 
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