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Council rents in London since the introduction of rent restructuring in 2002   

1. Overview of this briefing 
series:  

London’s housing unaffordability is often            
considered in terms of house prices, private rents 
and the up to 80% market ‘affordable rent        
housing’, but not social rents. 

London Tenants Federation (LTF) members are 
increasingly concerned about the costs of social 
rents and service charges, compared to incomes, 
both for tenants on low, relatively fixed incomes 
and those affected by the roll–out of Universal 
Credit. 

This is the first of a new series of briefings about     
social rents in London since the introduction of 
the Labour Government’s ‘rent restructuring’ in 
April 2002. It deals with council rents. We hope 
the series will help to widen the debate on the    
affordability of social rents and on how they 
should be set.  

We will provide a separate briefing on housing          
association / Private Registered Provider’s (PRP) 
rents and some updates on issues that we have 
not fully covered in this briefing. These include:   

• service charges (previously included in council 
tenants rents); 

• the reintroduction of above the rate of            
inflation rent increases (CPI+1%) in 2020. 

• the impact of ’affordable’ rents including the 
London Mayor’s London Affordable Rent, on 
average, 50% higher than existing social rents 
and one of the Mayor’s preferred choices to 
deliver what he calls ‘genuinely affordable’      
housing; 

• the implications of exceptions to the 1% rent 
reductions applied from 2016-20; 

• the impact of the introduction of Universal 
Credit, already triggering increases in the   
number of social housing tenants in rent       
arrears.   

When rent restructuring was introduced, LTF 
members saw it as part of an ongoing fudging of 
the very real differences between housing            
association and council landlords, in terms of   
finances and decision-making. They felt it would 
simply result in high social rent increases. 

It was introduced a year after the Deputy Prime 
Minister, John Prescott, announced that within 
10 years there would be no council housing, given 

the large stock transfers taking place or being 
planned.  

It was part of the Labour Government’s ’choice’ 
agenda, which LTF members argued only meant 
’choice’ for those that could afford it. This agenda 
also included Housing Benefit reforms that were 
already being developed for private renters with 
plans to apply them to social housing tenants     
later.   

2. Short summary of this breifing:  

The declared intentions of rent restructuring (see 
column on the left-hand side of p2), have not    
occurred in London. 

 The differences between London council and 
housing association / PRP rents have widened  
since 2002.    

 Rent restructuring was not universally 
achieved within the 10-year time frame         
originally set, nor even within a three-year         
extension to 2015.  

 By 2015, the Government acknowledged that       
increases in the national Housing Benefit bill 
were due to social rent increases and it applied  



3 

 a four-year (2016-20) 1% rent reduction  
 through the Welfare Reform and Work Act, 

although this did not apply to all tenants.  
 Councils and PRPs are now applying different 

rents for existing and new social tenants in 
London for exactly the same types of homes. 
This is explained further in section 4 of this 
document.  

 There are fears, that service charges have been 
rising significantly, with a number of our 
members reporting no reduction in their rents 
and service charges combined since 2016      
despite stagnating incomes. 

 The impact of the roll-out of Universal Credit 
on accessibility to social housing is               
problematic particularly for new tenants in 
new social housing and London Affordable 
Rents, given above inflation rent increases    
after 2020.  

 With an horrendous lack of supply of social 
housing in London, there is no choice (if there 
ever was any) and in reality we are seeing those 
needing social rented homes often being         
displaced to other parts of the country. 

Notes:  
 

1. This briefing, includes a comparison of London 

council rents in 2002/03 and 2017/18 using        
Government live tables data1, some comparison of 
council and PRP rents and analysis of rents        
compared to incomes. 

2. It is as accurate as we can be with the available    
data, but there are gaps in it. For example, in 
2002/03 council rents included service charges, 
while PRP have always separated rents and service 
charges.  

3. Councils were encouraged to separate service 
charges from rents as part of rent restructuring. 
Thus, the Government data on council rents in 
2002/03 includes service charges while that of 
2017/18 doesn’t. For this briefing we have used an 
estimate of a London-wide service charge based on 
local authority CORE data, but are carrying out 
more work on this for an update. 

4. The Government’s data on  council and PRP rents, 
fails to separate social and affordable rents which is 
skews our comparisons on rents.  The vast majority 
of affordable rent homes are delivered by PRPs. 

5. We are currently carrying out analysis of council 
service charges for 2017/18, to provide a more       
accurate comparison of the increases in council 
rents and service charges from 2002-18.  

 

 

 

1. Government Live table on Rents https://www.gov.uk/government/
statistical-data-sets/live-tables-on-rents-lettings-and-tenancies 
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Sally Keeble, Minister of Housing in 2001 

Rent restructuring was justified by the         
Government as aiming to: 
 

 have similar housing association and council 
rents - ‘ending arbitrary’ differences; 

 make rents fairer and less confusing for    
tenants and providing a closer link between 
rents and the qualities that tenants value in 
their properties; 

 providing ‘choice’ so, according to the 2001 
Housing Minister Sally Keeble, tenants can 
choose whether to pay more for a better 
property or to save money by choosing a 
‘less popular’ property.  



4 

3. Convergence:  

One of the aims of rent restructuring was to       
reduce differences between council and housing 
association rents. Effectively this meant,             
increasing council to higher PRP rents and     
making a shift to rents reflecting market values.  

To  achieve ‘convergence’, a target or formula rent 
level was set and to be attained (plus or minus 
5%) within 10 years, via annual rent increases. 
The formula rent was based on a 30/70 split of 
relative local property values and relative local 
earnings. A weighting for different bedroom sizes 
was also applied. Rent increases were set at 
RPI+0.5%+£2 in London.  

Limits on increases in existing service charges 
were applied in the same way, but not for new 
service charges.  

In a rent restructuring review in 2005/06, PRPs 
successfully lobbied for councils to be required to 
adopt their (higher) assessed property valuations 
for determining target rents (albeit a 2-year cap 
was eventually applied on the rent increases). The 
impact was higher target rents in high value     
property areas, like London.1 

With ‘convergence’ not having been universally 
attained in 10-years, the Coalition Government 
continued with rent restructuring until 2015.    
Following this, an earlier 2013 proposal that social 
rents would then rise by CPI+1%, for the next 10 
years, was to be applied. However, with an        
increasingly high Housing Benefit bill, the         
Government changed tack in July 2015 and        
announced 1% social rent reduction each year, for 
four years.  

Many London council rents were still not at           
formula or target rent levels by 20152. 

The gap between council and PRP rents appears  
to have widened in London from £2.25 in 2002/3 
to £17.83 in 2017/18 (according to Government 
data3).  In reality, however, the gap in 2002/03 
was wider that it appears, since council service 
charges were included in rents at that time. 

We have estimated an average £9 per week     
council service charge in 2017/184 equivalent of 
8.44% of rent. If this percentage were applied to 
2002/03 rents it would bring the average council 
rent without service charges down to £55.92 per 
week, £10.02 less than PRP rents. We are,          

The gap between them has widened 
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 02/03 03/04 04/05 05/06 06/07 07/08 08/09 09/10 10/11 11-12 12-13 13-14 14-15 15-16 16- 17 17/18 

Average London council rent 63.44 65.87 66.45 68.20 70.62 73.26 77.40 80.23 82.85 83.83 91.09 101.45 104.94 107.93 108.06 106.24 

Annual rent increase   2.43 0.58 1.75 2.42 2.64 4.14 2.83 2.62 0.98 7.26 10.36 3.49 2.99 0.13 -1.82 

annual % increase in council rents   3.8 0.9 2.6 3.5 3.7 5.7 3.7 3.3 1.2 8.7 11.4 3.4 2.9 0.1 -1.7 

actual increase in rents since 2002  2.43 3.01 4.76 7.18 9.82 13.96 16.79 19.41 20.39 27.65 38.01 41.50 44.49 44.62 42.80 

% Increase since 2002  3.8 4.7 7.5 11.3 15.5 22.0 26.5 30.6 32.1 43.6 59.9 65.4 70.1 70.3 67.5 

               2016.00 2017 

Average London HA / PRP rent  65.94 67.99 70.63 75.64 79.13 82.89 86.80 91.61 97.25 98.68 104.91 112.09 117.62 122.86 126.76 124.07 

Annual rent increase   2.05 2.64 5.01 3.50 3.76 3.91 4.81 5.64 1.43 6.23 7.18 5.53 5.24 3.90 -2.69 

annual % increase  3.1 3.9 7.1 4.6 4.8 4.7 5.5 6.2 1.5 6.3 6.8 4.9 4.5 3.2 -2.1 

actual HA / PRP rent increase since 2002  2.43 4.69 9.70 13.19 16.95 20.86 25.67 31.31 32.74 38.97 46.15 51.68 56.92 60.82 58.13 

% Increase since 2002  3.1 7.1 14.7 20.0 25.7 31.6 38.9 47.5 49.7 59.1 70.0 78.4 86.3 92.2 88.2 

                 

Gap between council and HA rents 2.50 2.12 4.18 7.44 8.51 9.63 9.40 11.38 14.40 14.85 13.82 10.64 12.68 14.93 18.70 17.83 

% gap between council and PRP rents 3.8 3.1 5.9 9.8 10.8 11.6 10.8 12.4 14.8 15.0 13.2 9.5 10.8 12.2 14.8 14.4 

Table showing increases in council and housing association rents 2002/03—2017/18                                      
Analysis using the Government’s (MHCLG) live tables data 

however, wary of applying this with any certainty 
as our members think that the percentage in-
crease in service charges has gone up particularly 
over the recent years of 1% rent reduction. 

Average London council rents, while appearing to 
have increased by 68% since 2002/03 could        
actually have increased by as much as 90% albeit 
that this is just an estimate. 

A further problem with our comparison is that,     
incredibly, Government’s recording of rent data, 
does not separate social from affordable rents. We 
know that roughly for each new affordable rent 
home that was developed in London (almost       
exclusively by PRPs) in 2011-2016, a conversion 
from social to affordable rent also took place. This 
will have skewed the data we have available for 
comparing council and PRP rents.  

1. University of Cambridge  www.cchpr.landecon.cam.ac.uk/Projects/
Start-Year/2004/Target-Rents/Rents-Briefing-Paper-Four 
2.  Page 20 - House of Commons Library Briefing Paper on Rent Setting 
(social housing June 2017) - http://researchbriefings.parliament.uk/
ResearchBriefing/Summary/SN01090 
3. MHCLG Live tables: //www.gov.uk/government/statistical-
data-sets/live-tables-on-rents-lettings-and-tenancies 
4. Local authority CORE data for new lettings 2017/18.  
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4. Rent reductions,                 
exceptions and additions:  

As already highlighted, there were exceptions in 
respect of the 1% rent reductions applied through, 
the Welfare Reform and Work Act 2016.   

Although not exclusively, these included tenants 
of co-operative housing, community land trusts, 
low-cost ownership, intermediate rented housing 
and PFI funded housing.  We aim to carry out 
some further analysis on this in the future. 

Additionally, guidance in the Act1  said that the 
rent for a new tenant of an existing social rent 
property should be whichever is the higher of - an 
‘assumed rent rate’ (based on the previous         
tenants rent with a 1% rent reduction) or the 
‘social rent rate’ (calculated using formula or      
target rent of 2015/16 and applying a 1%              
reduction in each relevant year.)”   

Since the ‘formula’ rent had not been fully 
reached in London, this has created an unfair    
difference between the rents of existing and new 
tenants for exactly the same kinds of properties.   

The following example from Islington Council 

shows the average rents for existing and new 
council tenant and for existing and new tenants of 
a PFI managed homes in 2017/18. The average 
weekly rent for a new tenant of a PFI managed 
Islington council home was £41.39 more a week 
than for an existing council tenant in the borough. 
PFI managed properties form almost a quarter of 
the council’s homes in Islington  

 £109.90 - for an existing tenant;  
 £115.48 - for a new tenant (of a re-let home) 

with a target or formula rent;   
 £139.23 - for an existing tenant of a PFI man-

aged home;  
 £151.29 - for a new tenant of a re-let PFI man-

aged home - with a massive £6.05    increase 
(at CPI + 1%) for 2018/19.    

 

 

 

1. https://www.gov.uk/guidance/welfare-reform-and-work-
act-2016-social-rent-reduction#exemptions-from-rent-
reduction 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Islington council estate  and  some of its  
 6,440 PFI  managed street properties  
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5. Individual council rent             
increases in London:  

The first two tables to the right this column show 
the highest to lowest average rents in councils 
across London, in 2002/03 and 2017/18. The 
third shows the highest to lowest percentage     
increase in council rents in London.    

The highest percentage rental increases since 
2002, of 86%, were in Havering and Sutton and 
the lowest, 41%, in Ealing.   

Again, we highlight that the 2002/03 and the 
2017/18 data is not absolutely comparable as the 
Government’s data reflect the fact that in 
2002/03 council service charges were included in 
rents, while this is no longer the case.  We plan to 
provide a borough by  borough update on this in 

the near future. 

Notes:   

 inner London councils are highlighted in dark blue 
and outer London in light blue; 

 there are four London boroughs that no longer have 
council homes;  

 Greenwich Council was the last London council to 
separate or de-pool service charges from rents. This 
de-pooling did not occur until 2017. 
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6. Rents compared to              
incomes: 

 We’ve compared in our table below:  

• real term average London council rents (using 
UK Housing Review1 data) from 2002/03-
2017/18 and  

• real term 60% London equivalised median      
household incomes (as DWP defines this as 
‘low income’) While the government records 
these annually over three year periods, we felt 
it more appropriate to use this data than mean            
household incomes in London which are so 
much higher than the median / equivalised 
median. 

Our analysis shows that:  

• equivalised median incomes in London2  and 
thus the 60% of the median rose, in real terms, 
by 14% over this time period and London 

council rents rose in real term by 23%. 
• Our table shows that in 2002/03 a low income 

household needed to spend 29% (28.6% 
rounded up) of their income on an average 
London council rent and 31% percentage in 
2017/18.  

• It also shows that in years just prior to 1% rent 
reductions a low income household needed to 
spend 35% of income on rent. 

• In addition, in 2002/03 council rents included      
service charges. If we add in our estimated £9 
per week council service charges (as referred to 
in section 4) to average council rent in London 
in 2017/18, we get a 2017/18 housing cost of 
£115.6 per week which would be 34% of a low 
income in London . Thus, the level of         
income needed for rent and service 
charges for a low income household 

                                  % increases 

  
00/01-
02/03 

01/02-
03/04 

02/03-
04/05 

03/04-
05/06 

04/05-
06/07 

05/06-
07/08 

06/07-
08/09 

07/08-
09/10 

08/09-
10/11 

09/10-
11/12 

10/11-
12/13 

11/12-
13/14 

12/13-
14/15 

13/14-
15/16 

14/15-
16/17 

15/16-
17/18  

                  

London equivalised median household incomes in RT 499 513 514 521 525 531 528 530 527 522 520 520 527 542 550 569 14% 

Low income / 60% of EMI in real terms 299 308 308 313 315 319 317 318 316 313 312 312 316 325 330 341 14% 

% low income needed to cover rent  29% 28% 28% 28% 28% 29% 29% 30% 30% 32% 34% 35% 35% 35% 33% 31%   

 02/03 03/04 04/05 05/06 06/07 07/08 08/09 09/10 10/11 11/12 12/13 13/14 14/15 15/16 16/17 17/18  

Council rents in real terms  86.96  85.71  85.33 87.04 88.41 91.04 92.01 93.81 93.3 100.52 105.53 107.7 109.99 112.23 109.87 106.6 23% 
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Median income is the amount that divides the 
income distribution into two equal groups, half 
having income above that amount, and half 
having income below that amount.  

Equivalised income is a measure of a          
household’s income that takes into account the 
sizes and composition of a household.  
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rose from 29% in 2002/03 to an              
estimated 34% in 2017/18 . While we still 
need to carry out more analysis on council     
service charges we consider this a more          
accurate comparison of rents and service 
charges combined in 2002/03 and 2017/18. 

• We also know that new tenants paying           
formula rents, those excluded from the 1% rent 
reductions from 2016-20 will be paying a   
higher percentage of their incomes on rents 
than any existing council tenants paying less 
than formula rents.  

1.https://www.ukhousingreview.org.uk/index.html 
2.https://www.gov.uk/government/collections/households-
below-average-income-hbai--2 

7. For the future: 

In conclusion, since the introduction of rent      
restructuring in 2002 the gap between council 
and PRP’s rents has increased. Variations in the 
cost of rents for the same kinds of properties in 
the same boroughs has widened or appeared 
where they did not previously exist. Rent           

restructuring created unreasonable increases in 
the costs of rents to the extent that 1% rent                    
reductions were applied by the Government in 
2016 for four years, yet, low income council 
households are still paying a higher percentage of 
their income on rent and service charges in real 
terms than they did in 2002. 

With  2020 rent increases looming and the      
number of households falling into arrears through 
the Universal Credit roll-out, we hope this         
briefing (and others that we are working on) will 
help to set the scene for us beginning to have  
wider tenant-led debate on rents. 

Some of challenges we face in addition to those 
highlighted in the paragraph above:    

• the unfairness of tenants of any one council 
paying different rents for the same kinds of 
properties;  

• the lack of publicly available data at the          
national and regional level on council and PRP 
social rents (separate from affordable rents) 
and service charges, to use in bringing data 

together that we might use for lobbying or          
campaigning; 

• building a strong and collective social housing 
tenants voice on the issue of rents.  

 
Some of the of the questions that must be         
considered: 

• What would be  a reasonable and properly    
affordable combined rent and service charge 
for a council home?  

• How should this be determined? 
• What will be the impact of building new     

council homes on our rents?   
• To what extent should tenants be expected to 

bear the costs of new build debt, which is 
clearly a factor in the 2020 CPI+1% rent        
increases.  
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