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84. Social rent levels vary across the country. In 2018/19, the average social rent 
was £79 per week, and rents ranged from around £60 per week to £104 per 
week.27 Councils and RSLs have a statutory duty to consult with their tenants 
and take account of their views when making decisions about proposed rent 
increases. As part of the Scottish Housing Regulator’s new regulatory framework, 
RSLs will also have to confirm in annual assurance statements that they manage 
their resources to ensure their financial wellbeing while maintaining rents at levels 
that tenants can afford to pay. As some of the cost pressures are beyond the 
control of landlords, it makes it even more important for landlords to vigorously 
pursue cost efficiency and value for money.

85. Increasing social housing rents may impact on how affordable rents are for 
tenants. This in turn may impact on levels of poverty. Research has identified that 
higher levels of social housing, and lower social rents, in Scotland contribute to 
lower poverty rates (measured after housing costs) in Scotland compared to the 
rest of the UK.28 

86. As part of the Child Poverty (Scotland) Act 2017, councils and NHS boards 
must jointly report annually (in a local child poverty action report) on the activity 
they are taking, and will take, to reduce child poverty. As affordable housing has 
a key role to play in tackling poverty, councils will need to consider how their 
strategic housing priorities fit with the child poverty agenda. Further clarity from 
the Scottish Government on its expectations about what it means by affordable 
housing may help councils to do this. The Scottish Government will also need 
to assure itself that its funding arrangements for new affordable homes are 
aligned in the best way to allow social landlords to set rents to remain affordable 
for tenants.
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95. In the longer term, the Scottish Government is developing approaches to 
address land availability and infrastructure problems. For example, its planning 
review proposed a range of approaches to help increase land supply. This 
included a greater focus on councils working regionally, allocating more sites that 
are ready to be developed to development plans and using an ‘Infrastructure First’ 
approach to planning. The Planning (Scotland) Act 2019 provides a framework 
for change, including powers to introduce an infrastructure levy, but it will be 
some time before any changes are implemented. These approaches may mean 
increased pressure on councils’ planning and building control services, which 
are already stretched (paragraphs 100–101). The Infrastructure Commission 
for Scotland identifies that enabling and supporting infrastructure is essential 
to support successful housing development. It recommends that, to support 
the implementation of the new National Planning Framework, the Scottish 
Government should introduce a coordinated and appropriately resourced 
Infrastructure First approach to the planning system by 2021.30

A lack of capacity in the construction industry may result in additional 
costs or delays
96. Councils and RSLs are reporting capacity issues within the construction 
sector in some areas. This could potentially be exacerbated by EU withdrawal. 
The skills shortages in the construction industry can affect the costs of building or 
the speed of development:

• Aberdeenshire Council highlights that construction workers often go 
offshore, where the pay is higher.

• In Argyll and Bute there is a limited number of local contractors, who can 
struggle to find staff to employ.

97. Rising construction costs were reported on several occasions during our 
fieldwork. The evidence that is available to support this, however, varies. The 
Scottish Government uses its Scottish social housing tender price index to 
measure how much social landlords pay contractors for the construction of 
social housing. Social housing construction costs rose by 4.3 per cent between 
September 2018 and September 2019.31 The Scottish Government reports that 
the recent rise is within its planning assumptions. As the index is subject to a 
time lag and the latest index is only based on a small sample size, it might not 
reflect the full costs that social landlords are currently incurring.

98. The Scottish Government established a housing and construction skills 
short life working group (SLWG) in April 2018, to address concerns about 
skill shortages. Its report, in May 2019,32 made recommendations centred 
on apprentices, graduate apprentices, modern methods of construction and 
upskilling, which should have an impact in the short term. It recognised that, 
in the medium term, other Scottish Government policies (such as early years 
expansion and climate change mitigation) will result in an increase in demand and 
exacerbate the skills shortage. The Scottish Government has still to respond to 
the working group’s recommendations. Addressing the skills shortage will require 
a coordinated approach from several Scottish Government departments.

99. Some councils and RSLs are using modern methods of construction, 
including off-site construction, to build new housing. Off-site construction could 
help address the skills shortage and increase the speed of building new homes. 
There is less evidence of cost savings, but a pipeline of work could make the 
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housing providers. Councils and RSLs can apply for grant funding but must 
demonstrate that their project will deliver housing additional to that delivered 
through the local programmes.

105. The uptake of the funds in the first three years was relatively low.
At October 2019, 56 homes had been completed through the funds, with a
further 60 approvals and 35 projects on-site. Some stakeholders commented
that community groups may lack the time and skills to apply to the funds.
Some stakeholders also report that the rural housing fund is contributing to the
fragmentation of funding that supports housing delivery in rural areas. Orkney
Islands Council has welcomed the funds and is working with Highlands and
Islands Enterprise to support development trusts to make use of the Islands
Housing Fund. It reports that the fund can help meet housing need in some
areas where mainstream affordable housing development may not be appropriate
or delivered at affordable levels by the council or Orkney Housing Association.
Councils need to make sure that they can offer support to community groups and
others to make use of such funding streams. The Scottish Government should
review the effectiveness, and report publicly on the impact, of these smaller
funding streams.

Case study 4
Argyll and Bute Council – delivering affordable housing in 
rural areas

• The Argyll and Bute Community Planning Partnership’s overall objective is that ‘Argyll and
Bute’s economic success is built on a growing population’, as it sets out in the Argyll and Bute
Outcome Improvement Plan 2013-23. In support of this, the council’s LHS aims ‘to deliver a
housing system that makes a strong contribution to thriving and sustainable communities and
economic growth’.

• In addition to challenges identifying housing needs (paragraph 102), a challenge for councils
in rural areas is to be able to provide affordable homes for workers to live in to help sustain
growing businesses. This is a particular priority for the growing food and drink, marine and
tourism sectors.

• The island of Islay has recently experienced an increase in demand for housing because of
economic growth on the island. RSLs in the area have invested in new housing on the island,
using a combination of their own finance, Scottish Government funding and contributions from
the council. Between 2017/18 and 2018/19, 38 affordable homes were completed on the island.
Another eight affordable homes are due for completion by March 2020.

• In 2018/19, the council agreed to incorporate more explicit actions into its LHS action plan
to ensure housing’s contribution to economic and population growth. The council held a
stakeholder event for housing partners and the local business sector with a focus on housing
needs of local employers and their staff. It has also commissioned independent strategic
overviews of Islay and Mull from Community Housing Scotland and Rural Housing Scotland
respectively. The council intends to use the outcome of this work to inform its next LHS.

Source: Argyll and Bute Council
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111. The Scottish Government needs to be clearer about the purpose of its 
investment and make sure that the funding arrangements best support that 
purpose. For example, if the Scottish Government decides to prioritise increasing 
affordable housing supply in areas with the greatest affordability pressures, it 
could consider whether it would be appropriate to give the market pressure 
share indicator a greater weighting. This would give it a greater influence in the 
distribution mechanism. Similarly, it could more clearly set out how its investment 
in affordable housing seeks to respond to the nature of household changes in 
Scotland and consider how funding arrangements reflect those decisions.

112. The Scottish Government has recognised that there are opportunities to 
increase the value from its grant funding. It has funded Scotland Excel (the Centre 
of Procurement Expertise for councils) to deliver a programme of procurement 
support for RSLs (councils already need to have their procurement capability 
assessed by Scotland Excel). The Scottish Government reports this programme 
has resulted in benefits including financial savings and sharing best practice 
around procurement strategies. The Scottish Government has considered how 
this service can be mainstreamed, and is consulting with the sector on proposals 
for future RSL participation in a programme of procurement support.

113. The Scottish Government’s current alternative funding approaches have 
focused on the supply of MMR homes financed through below market rate 
loan funding. These funding arrangements are not straightforward. For example, 
loan agreements need to be carefully drafted and managed over a long time 
period, to avoid risks to repayments and to ensure that arrangements are state 
aid compliant. The Scottish Government has also invested in charitable bonds 
that provide grants for RSLs. The interest on the loans enables the Scottish 
Government to provide grants for social housing. This is a useful additional source 
of funding, but it is not clear how much this approach could compensate for any 
reduction in grant funding.

Uncertainty is affecting councils’ and RSLs’ abilities to plan and 
this may affect future affordable housing supply

114. It is not clear how much Scottish Government funding for affordable housing 
will be available after March 2021. The Scottish Government had advised councils 
to plan for future years on their RPAs for 2020/21. So far, the Scottish Government 
has announced that £300 million will be available in 2021/22, less than half of 
current RPAs. As funding will be difficult to sustain (paragraph 108), some 
councils and RSLs are reluctant to plan at current levels beyond 2021.

115. This uncertainty creates the risk that there is a slowdown in planning, 
resulting in consequent delays in, and limited future development of, affordable 
housing. This could potentially mean that some housing needs cannot be met. 
A longer-term approach to housing would avoid some of the issues associated 
with the boom and bust of short-term targets linked to parliamentary terms. 
It would allow:

• councils and RSLs to plan for long-term housing needs

• efficiencies to be made through framework contracts or partnership 
arrangements

• the construction industry to invest in alternative construction methods such 
as off-site construction and skills.
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Council Total RPA 
2016/17 to 

2018/19, £m

Total RPA 
Expenditure 2016/17 

to 2018/19, £m

Difference 
between RPA and 

expenditure, £m 

% 
difference

North Ayrshire 34.0 44.1 10.1 30%

North Lanarkshire 81.4 77.3 -4.0 -5%

Orkney Islands 10.2 6.1 -4.1 -40%

Perth and Kinross 39.3 43.5 4.2 11%

Renfrewshire 38.5 37.6 -0.9 -2%

Shetland 11.2 9.6 -1.6 -14%

South Ayrshire 27.0 21.3 -5.8 -21%

South Lanarkshire 61.2 71.5 10.3 17%

Stirling 20.6 15.5 -5.1 -25%

The Scottish Borders 33.3 32.7 -0.6 -2%

West Dunbartonshire 30.8 33.1 2.4 8%

West Lothian 33.8 35.0 1.3 4%

Local Programmes 1468.2 1516.3 48.2 3%

Note: The RPA for City of Glasgow Council for 17/18 and 18/19 includes resources for Govanhill. If the resources for Govanhill £5.72m 
(real terms prices with 18/19 as the base year) were included in the 16/17 RPA for consistency this would mean there would be a 
4 per cent difference between the RPA and expenditure. 

Source: Audit Scotland using Scottish Government Affordable Housing Supply Programme out-turn reports 2016/17 – 2018/19
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Council area Total social 
rent

Total MMR Total affordable 
home ownership

Total homes 
completed 

2016/17 –  2018/19

Moray 275 12 56 343

North Ayrshire 460 0 9 469

North Lanarkshire 816 28 147 991

Orkney 119 0 27 146

Perth and Kinross 478 24 659 1,161

Renfrewshire 287 0 91 378

Scottish Borders 387 31 80 498

Shetland 82 0 0 82

South Ayrshire 335 0 4 339

South Lanarkshire 986 36 54 1,076

Stirling 231 0 56 287

West Dunbartonshire 264 0 18 282

West Lothian 939 0 751 1,690

TOTAL 16,459 2,990 6,024 25,473

Composition of social rent completions by council area 2016/17 – 2018/19

Council area Total social 
rent

Total MMR Total affordable 
home ownership

Total homes 
completed 

2016/17 –  2018/19

Aberdeen City 99 257 3 359

Aberdeenshire 167 294 0 461

Angus 70 172 2 244

Argyll and Bute 0 318 0 318

City of Edinburgh 246 747 2 995

Clackmannanshire 57 132 0 189

Dumfries and Galloway 0 142 4 146

Dundee 33 269 0 302

East Ayrshire 45 122 1 168

East Dunbartonshire 34 105 3 142
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Council area Total social 
rent

Total MMR Total affordable 
home ownership

Total homes 
completed 

2016/17 –  2018/19

East Lothian 250 240 3 493

East Renfrewshire 23 90 4 117

Eilean Siar 0 51 0 51

Falkirk 305 122 11 438

Fife 1,005 528 0 1,533

Glasgow 0 2,736 11 2,747

Glasgow Housing Association (GHA) 0 733 0 733

Highland 399 433 4 836

Inverclyde 0 160 0 160

Midlothian 187 176 5 368

Moray 144 131 0 275

North Ayrshire 212 247 1 460

North Lanarkshire 475 324 17 816

Orkney 27 92 0 119

Perth and Kinross 184 292 2 478

Renfrewshire 0 273 14 287

Scottish Borders 3 383 1 387

Shetland 2 80 0 82

South Ayrshire 99 232 4 335

South Lanarkshire 356 616 14 986

Stirling 103 118 10 231

West Dunbartonshire 47 211 6 264

West Lothian 783 142 14 939

TOTAL 5,355 10,968 136 16,459

Notes: 
1. Completions data reported by individual councils may vary because of different recording practices 
2. The Scottish Government provided the audit team with updated statistics on AHSP completions during the course of the audit. 
Therefore, some of the data we have used in our analysis does not match that which is reported in the out-turn reports.

Source: Audit Scotland using Scottish Government Affordable Housing Supply Programme out-turn reports 






