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Integration of strategic planning
and financial management in
the housing association sector

or those readers who are not entirely familiar
with the typical objective of the housing as-
sociation sector, this can be defined as fol-
lows: ‘To provide housing and associated
services for people who are in need due to
age, sickness or disability or people who cannot af-
ford such housing or amenities’. This article specifi-
cally addresses the market for rented accommoda-
tion, which usually represents the core business.

Key business stakeholders

As with any business the housing association sector
has a number of key stakeholders whom the man-
agement of the organisation should seek to satisfy.

The associations’ tenants are typically looking for
quality affordable accommodation.

The government will be continually looking for
value for money, ways of reducing the PSBR and
promoting competition in the sector.

The associations’ lenders will typically be looking
for a financially viable association with the objective
of ensuring an adequate return and security levels
in respect to the funds advanced. There may be
some conflict of objective between the above par-
ties.

Environmental threats

There are certain key environmental threats that are

apparent in this sector. These include the following:

+ There is the threat of the volatility of builders’
tenders and land prices. Shortly, local authorities
will run out of land which can be offered to hous-
ing associations on discounted terms.

« Housing associations have typically received gov-
ernment grants in order to finance the develop-
ment of its housing needs. However, since the
1988 Housing Act, grant levels have not repre-
sented 100% of an association’s typical funding
structure. There is now the environmental threat
of further reductions in housing association grant
and other public subsidy levels as the government
seeks to further reduce the PSBR (Public Sector
Borrowing Requirement). The Housing Corpor-
ation and the local authority will continue to pro-
mote competition for funds between housing
associations. The grant bidding process will de-
termine the amount of grant that an association
receives. Obviously, the shortfall will have to be
funded by private-sector funding that has an in-
terest rate risk and the need to repay the principal
to the lender.

» The Housing Corporation uses rent levels as a
criterion for making grant allocations at the bid
stage.

» There may be further threats of the government
squeezing housing benefit levels as a further
attempt to reduce the PSBR.

The business planning
implementation process
Figure 1 shows the business planning implementa-
tion process.

The first step is to state the problem definition.
This can be summarised as follows: ‘To meet the
strategic objective of providing social housing,

maintaining quality standards, maintaining tenants’
affordability and competitive rents whilst remaining
financially viable in the long term’.

Step two is to undertake a review of management
accounting, reporting and statutory accounts in
order to help define a suitable format for the fore-
cast financial statements. This will help to define
the main cost classifications and materiality of areas
for strategic purposes.

Step three in the business planning implementa-
tion process is to map the interrelationships be-
tween key variables that drive the business. Here
the technique of causal loop diagramming should
be adopted. The causal loop diagram is a tool
which is used to outline the cause and effect rela-
tionship of key factors involved in the business
planning problem. Figure 2 shows a causal loop
diagram of a housing association’s Housing for
Rent Strategy. An association’s strategic objective
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Figure; 1 Business planning implementation

Management Accounting January 1997







