£1.5bn boost to council housing 

New arm's-length management to improve standards by 2010 
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In a dramatic policy shift, the government will today renew its faith in council housing - until recently destined to a slow death - with a £1.5bn boost to improve sub-standard homes around England. 

But the initiative involves councils giving up responsibility for the day-to-day management of housing and handing powers to new arm's-length organisations. 

The move marks a victory for John Prescott against New Labour radicals who were keen to follow the lead of the last government by pressing town halls to hive-off all their houses to not-for-profit companies. 

The deputy prime minister believes his "half-way house" solution, which will still leave councils owning housing stock, while ceding management responsibility, is the quickest way of bringing poor-quality council homes up to standard by a target date of 2010. 

New figures from a five-yearly survey show that while the number of sub-standard social homes has fallen by 700,000 since 1996, 1.6m owned by councils and housing associations still need to be upgraded. 

The government's latest initiative comes amid concern that insufficient social homes are being built to meet demand. Last year only 19,600 were completed nationally, compared with 20,700 in 2001. 

In an attempt to reverse the decline, a new housing bill this autumn could well pave the way for the government's social housing grant - which amounts to £1.5bn this financial year - to go directly to developers as well as to housing associations, up to now the main beneficiaries. While big builders have been pressing for the cash, the government-funded associations oppose the move on the grounds that developers will not always act in the best interests of local communities. 

Today the housing minister, Keith Hill, will announce that the boost to council housing is intended to put communities first, with tenants taking up a third of the seats on the boards of new arm's-length management organisations, and other local stakeholders, such as clergy and voluntary groups, another third. Councillors will take the remaining seats. 

Authorities from London boroughs through to big northern councils will get £1.5bn to set up the management organisations and improve more than 185,000 homes over the next seven years. Others are likely to follow suit. 

Ten councils - Camden, Easington (County Durham), Gateshead, Harrow, High Peak (Derbyshire), Newcastle, Poole (Dorset), South Lakeland (Cumbria) and Warrington (Cheshire) - will be allowed to set up arm's-length organisations, subject to approval from tenants in a ballot. Sheffield, which has a huge backlog of repairs, will be able to transfer part of its housing stock, while plans for Barnet, Islington and Solihull have still to be finally agreed. 

The last government sold 1.6 million council houses and flats to tenants in what amounted to the biggest privatisation of all, raising more than £7bn. It was keen to hive off the remaining 3.2 million in England to housing associations and developers. 

On taking office, Labour refined the policy by giving tenants the right to decide in a bal lot whether they wanted to stay with the council or be transferred to a new landlord. While some voted against this so-called stock-transfer, 750,000 council homes have now gone to associations and social housing companies. This led some to speculate that council housing was facing a slow death. 

Keith Hill said: "There is a serious issue about the condition of social housing and we are determined to address it." 

Taking stock 

· Before the first world war, only 28,000 houses had been built by councils - very few, but more than number of social homes funded by government in England last year 

· After 1918, social housing took off. Inter-war years saw some 900,000 council houses and 1.8m private houses built 

· Rents too high for unskilled workers in 1920s; council housing designed to meet needs of 'artisans and better-off families' 

· More than 800,000 council houses built in six years after 1945; only 180,000 built in private sector 

· 'System building' seen as a solution in 60s. Councils under pressure to accept deals from builders for unpopular multi-storey blocks. Many later demolished, leaving councils with big debts 

· Tories won power in 1979. Around 1.6m homes sold at discount, making more than £7bn. Little money found its way back into improving remaining properties 

· Labour, elected in 1997, found a near-£20bn repairs backlog for remaining 4m council homes in Britain 



