
Value for Money Statement 2020/21 
 
Approach to Value for Money (VfM) 
 
The Board recognises that it is essential that English Rural is focused on demonstrating VfM in delivering 
its strategic ambitions. The housing sector is facing big challenges, both in terms of delivering new 
supply, maintaining high levels of services to existing residents and ensuring properties are safe and 
well maintained. English Rural’s business model is built on ensuring that services to existing residents 
are fully funded, before looking to contribute any internal resources to the provision of new homes. To 
deliver VfM, English Rural is prepared to be innovative, be more commercial and generate economies 
of scale through both organic and inorganic growth. These actions will deliver greater financial capacity 
to invest in and deliver the Association’s agreed purpose.  
 
English Rural, like other housing providers, is constrained in what it can achieve and has to make difficult 
decisions on how resources are deployed. However, the Board believes fundamentally that investment 
in new supply is a key strategic ambition and has a key role in generating future sustainable capacity to 
invest in existing stock. 
 
Challenges to delivering VfM 
 

• English Rural only builds and manages homes in smaller rural communities. These schemes are 
relatively small, with homes per scheme typically numbering between two and twelve. Build costs 
can be high due to the cost of supplying infrastructure, as schemes are built on land initially 
without utilities, access or drainage.  
 

• Although English Rural has excellent relationships with the local councils and parishes in areas 
it operates, there is often considerable local resistance to homes being built in small rural villages. 
Mostly these concerns are alleviated through positively engaging and communicating with the 
local residents, but this does take time, and means that a typical scheme can take between 5 
and 10 years from start to finish, requiring significant staff time to deliver each project. 

 

• Although relatively small, English Rural operates in many local authority areas across the 
country, making efficient delivery of services more challenging. That said, average social housing 
cost per unit is well below the average for the Sector. 
 

Opportunities to delivering VfM 
 

• As a specialist in rural housing, English Rural will often build and manage social housing in 
locations that other housing associations would dismiss as too difficult or too small. This is a key 
differentiator for English Rural in delivering value to rural communities. 
 

• The Board recognises its role in being an advocate for rural communities and rural housing. It 
achieves this through influencing policies at a local and central government level. This can have 
real benefit to current and future residents by protecting and promoting the investment in rural 
housing and services. It also supports a positive policy framework for English Rural and others 
like us to operate within. A good example of success was the re-introduction of a rural target by 
Homes England within the latest Affordable Homes Programme.  

 

• English Rural has been very successful in partnering and sharing expertise with smaller like-
minded housing associations, helping them deliver homes and services. For English Rural, this 
helps bring in useful income to help spread overheads and create further capacity to deliver our 
strategic ambitions. It also helps others to deliver homes that are aligned with a shared purpose.  

 
English Rural’s VfM Strategy can be summarised as the ability to effectively mobilise investment and 
deliver on its agreed purpose, whilst using capacity and resources more efficiently. To understand how 
well it does this, it is important that there are easy to measure targets and outcomes. A set of 
performance indicators has been agreed by the Board in a “Business Health Dashboard,” detailed above 
in the review of strategic ambitions. These indicators include both financial and non-financial outcomes, 



some of which, together with some of the VfM Standard Metrics below, should provide a clear indication 
of how English Rural is performing in delivering VfM against its strategic objectives. 
 
VFM Standard 
 
The Value for Money (VfM) required outcomes by the Standard are that housing association providers 
registered with the Regulator of Social Housing (RSH) must: 
 
(a) Clearly articulate their strategic objectives; 
(b) Have an approach agreed by the Board to the achievement of VfM in meeting those objectives 

and the demonstration of the delivery of VfM to stakeholders; 
(c) Through the strategic objectives to articulate the Board’s strategy for delivering homes that meet 

a range of needs; 
(d) Ensure that optimal benefit is derived from resources and assets to secure economy, efficiency 

and effectiveness in the delivery of strategic objectives. 
 
The VfM Standard requires housing associations to determine additional measures and targets which 
are bespoke to the organisation and which supplement the VfM metrics. This includes measurable 
targets and plans to address any areas of underperformance. The Group performance figures for 
2020/21 against the VfM metrics are shown below. Sector wide figures provided by the RSH are shown 
for comparison purposes. It should be noted that the benchmark comparisons, even though the most 
recently published, are a year out of date and so are not directly comparable with English Rural’s figures 
for 2020/21.  
 
English Rural’s strategic approach to VfM is shown through the Business Strategy 2021-26, the success 
of which is in part measured by linking improvements to VfM metrics. The Strategy looks to apply 
resources to achieve agreed purpose, whilst delivering more for the same or less. Importantly achieving 
this whilst positively enhancing financial, staff and asset performance. The result of this being better 
productivity and improved VfM.  
 
Performance indicators which the Board consider key to demonstrating whether VfM is being delivered 
to stakeholders, through the Business Strategy are: 
 

• New Supply Delivered (VfM Standard Metric) 
 
As a specialist rural housing association, English Rural takes responsibility for adding new supply 
of homes  in rural communities. This allows residents to remain close to their support networks 
and places work as well as providing an essential boost to the local economy and reducing rural 
disadvantage. This disadvantage is highlighted in a recent Pragmatix research report, “Rural 
Recovery and Revitalisation”, commissioned jointly by English Rural. The report illustrated the 
economic, fiscal and societal value that comes from delivering affordable rural homes. The report 
can be found on English Rural’s website. 

 

• Operating Margin - social housing lettings only (VfM Standard Metric) 
 

A key indicator of English Rural’s underlying efficiency. An increased margin shows that 
residents’ rent payments are being used efficiently, ensuring more is available to invest in 
services and improvements to existing homes as well as to support new supply. The latter being 
particularly relevant given the likely additional costs arising from the Government’s carbon 
reduction initiatives. 
 

• Reinvestment % (VfM Standard Metric) 
 

Aligned to the key strategic objective to deliver more homes, this indicator can also demonstrate 
English Rural’s commitment to investing in its existing homes.  
 
 
 
  

 



• % Homes above EPC C (Bespoke Metric) 
 

Through agreed Business Strategy, the Board have set an ambitious approach to improving the 
environmental performance of homes. This approach is driven by a desire to reduce the carbon 
impact of homes provided, whilst lowering running costs for residents. 
 

• Number of complaints (Bespoke Metric) 
 

Fundamental to the agreed strategic ambitions are the quality of services provided to residents 
and that residents have an effective voice and route to recourse when things go wrong. Listening 
to residents and in-particular learning from complaints positively helps us to deliver services more 
effectively, efficiently and in a way that meets customer needs.  
 

• % spend on Advocacy (Bespoke Metric) 
 

Although not unique in its purpose, English Rural has developed a brand and profile which places 
it at the fore of conversations around affordable rural housing delivery. The Association’s 
strategic commitment to fulfilling this advocacy role recognises the positive value that is secured 
for its own work, and that of other with aligned purpose. Independently and through partnerships 
with others English Rural has ensured that its voice is heard, positive opportunities have 
emerged, and risks have been mitigated. All of this combined creating an environment in which 
it can act on agreed business ambitions confidently and efficiently.  

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Value for Money Metrics (Group) 
 

Metric English 
Rural  
18/19 

English 
Rural  
19/20 

English 
Rural  
20/21 

 
Target 
20/21 

 
Target 
21/22 

Longer 
Term 
Target 
(5 Years) 

Median  
RP’s < 
2,500 
units* 

Median  
All RP’s 
> 1,000 
units* 

Regulatory VFM 
Metrics: 

        

Reinvestment 
% 

5.5% 6.3% 3.0% 6.0% 8.0% 8.0% 5.6% 7.2% 

New supply 
delivered %: 

        

A. New supply 
delivered (Social 
Housing)  

0.6% 2.2% 
 

1.7% 3.3% 2.0% 3.0% 0.7% 1.5% 

B. New supply 
delivered (Non-
Social Housing)  

0% 0% 0% 0% 0% 0% 0% 0% 
 

Gearing % 35.3% 37.0% 36.2% <42% 37.0% <45.0% 34.5% 44.0% 

EBITDA MRI 
Interest Cover 
(inc sales) % ** 

148% 189% 236% >240% 195% 250% 199% 170% 

Headline social 
housing cost 
per unit 

£2,688 £2,799 £2,808 N/A £3,085 £3,150 £4,600 £3,830 

Operating 
Margin %: 

        

Operating 
Margin (social 
housing lettings 
only) 

27.2% 26.4% 27.7% 30% 24.3% >30% 23.9% 25.7% 

Operating 
Margin (overall) 

25.8% 26.5% 23.5% 30% 21.4% >28% 20.3% 23.1% 

Return on 
capital 
employed 

1.7% 2.0% 2.5% 2.5% 2.0% >2.5% 3.0% 3.4% 

Bespoke VFM 
Metrics 

      Benchmark 
(where available) 

% of homes 
above EPC C 

63% 66% 68% 68% 73% 90% 61% *** 

% Spend of 
advocacy 

3.6% 3.8% 3.5% >3% >3% >3% N/A 

Number of 
complaints 

12 6 22 Not Set <13 <10 N/A 

 
* Source: Regulator of Social Housing – Value for money metrics report 2020 - annex to Global Accounts 
2020 
** This interest cover definition differs from that used by our funders (see page 16) as it is at Group level 
and includes surpluses from the sale of properties. Performance is, therefore, generally higher than for 
loan covenant purposes. 
*** Locarla by Housingnet – average from range of large and medium sized Registered Providers 

 
 
 
 
 
 



Commentary  - Regulatory VFM Metrics 
 
Re-investment (Efficiency) – 3.0% versus 5.6% benchmark* (Target 6%)  
 
 
This measure will tend to fluctuate year-on-year depending on the profile of spend on both the 
replacement of existing capital components, for example, kitchens and bathrooms and the timing of 
spend on new developments. In the past year, due mainly to the impact of Covid-19, there were delays 
to the delivery of both new housing supply and also component spend on existing properties. This meant 
that the re-investment was much lower than target in the year.  The spend profile should be back on 
track going forward, as English Rural delivers its planned 220 new affordable homes, and re-investment 
will average around 8% over this period, higher than the median for RPs owning less than 2,500 units. 
 
Plans to meet strategic target: 
 

• Delivery of investment in existing homes already well-advanced for 2021/22. 

• Review of Asset Management Strategy to reflect refreshed Business Strategy 
 
* benchmark taken as RP’s under 2,500 units (median) 
 
 
New supply delivered (Effectiveness) – 1.7% versus 0.7% benchmark (Target 3.3%) 
 
As with re-investment, the percentage of new supply delivered will fluctuate year-on-year depending on 
the timing of completions. The forecast average over the next five years is 3.0% which is significantly 
ahead of benchmark figures and demonstrate English Rural’s commitment to use its financial capacity 
and deliver new affordable homes. Performance is marked as amber because of the delays to starts and 
completions during the year caused mainly by the impact of Covid-19.  
 
Plans to meet strategic target: 
 

• On-line consultation meetings with local communities to reduce delays in planning process. 

• An increase in the development programme and pipeline to over 250 units. 

• A series of regional online promotional conferences to promote our work to parish and district 
councils. 

 
Gearing (Efficiency) – 36.2% versus 34.5% benchmark (Target – below 42%) 
 
Current gearing of 36.2% is above the median for English Rural’s size and is forecast to rise to 42% over 
the next five years as more debt is taken on to deliver the Business Strategy. Debt per unit increases 
from £26k to £35k over this period. This is a manageable increase and within the Board’s accepted risk 
tolerance. The increase is also in-line with English Rural’s business plan expectations.  
 
EBITDA MRI Interest Cover (Efficiency) – 236% versus 194% benchmark (Target > 
240%) 
 
The 2020/21 position has improved compared to the 189% reported last year. This is mainly due to 
improved operating margins resulting from the re-introduction of rent increases, a reduction in the overall 
average interest rate and additional sales surpluses generated in the year compared to 2019/20. 
However, there has been some cost and volume pressure on repairs, particularly void and major repairs. 
Despite this, the expectation is that this measure of interest cover will continue to increase and average 
above 240% over the next five years, ahead of current benchmarks. 
 
Plans to meet strategic target: 
 

• Delivery of the planned sales programme of 29 low cost home ownership units and 22 market 
sales homes up to 2026. 

• Review the void specification process (including an internal audit on void management). 

Amber 

Amber 

Green 

Green 



 
Headline social housing cost per unit (Economy) - £2,812 versus £4,600 benchmark 
 
English Rural performs well in this area and will continue to do so for the foreseeable future. As English 
Rural’s stock has been built mostly over the last 20 years, to date there has not been the need to spend 
significant sums on capital replacements. This programme of component renewal will increase over the 
next five years, as more kitchens and bathrooms will need replacing. It will also be impacted by ambitions 
to respond to improve the environmental credentials of legacy stock. Average unit costs will, therefore, 
start to increase although are projected to remain well below the benchmark median. The increase will 
be partially offset by the addition of 200 affordable homes achieved through the Business Strategy. The 
economies of scale achieved by this growth will have a positive impact on overall costs per unit.  
 
Operating Margin % (Efficiency) 
Social housing – 27.7% versus 23.9% benchmark (Target 30%) 
 
Social housing margins have improved from last year, achieved by increasing operating surpluses 
through growing unit numbers, economies of scale in terms of cost control and looking at partnering 
opportunities to further spread overheads. Increasing core margins is essential to freeing up financial 
capacity and improving returns on capital employed. Margins have partly been held back by cost and 
volume pressure with repairs and voids. This has meant that margins were around 2% lower than 
expected last year. Margins are projected to increase to 32.0% by 2026. 
 
Plans to meet strategic target: 
 

• Review the void specification process (including an internal audit on void management). 

• Delivery of further homes from the development pipeline. 

• Identify further partnership opportunities to secure additional income or further spread 

overheads. 

 
Overall – 23.5% versus 20.3% benchmark (Target 30%) 
 
Generally, overall margins are lower as they include business activities which have lower returns. Income 
generated form third party services and development activities have much lower margins than social 
housing. However central overheads, which are mostly fixed, allocated to those activities help reduce 
the costs associated with social housing lettings and as a result improve those margins. Overall margins 
are projected to increase to 29% by 2026. 
 
Return on capital employed (Efficiency) – 2.5% versus 3.0% benchmark 
(Target 2.5%) 
 
The one area where there appears to be a relative underperformance is in relation to return on capital 
employed (ROCE).  The Association’s financial business plan forecasts show that ROCE will average 
2.5% over the next five years but remains below the current benchmark average.  
 
One of the main factors for English Rural’s relatively low ROCE is the high proportion of shared 
ownership properties owned. The historic model of shared ownership sold by English Rural was 
designed to be an affordable product in high-value rural areas. Because of this, the model charges very 
low rents on the retained shares, and consequently, secures lower returns for the Association. The 
impact of this reduces the overall return by circa 0.5%. In response to this, English Rural is in the process 
of introducing a new shared ownership model and associated policies which look to increase the return. 
This work has, however, been held up by the need to take account of the Government’s leasehold reform 
proposals and the introduction of a new shared ownership model by Homes England.  
 
Another factor contributing towards the low performance is the fact that the majority of English Rural’s 
homes were built on Rural Exception Sites, with build costs significantly higher than average due to the 
need to put in place services and infrastructure, without a corresponding increase in rent that can be 
charged. Only a small proportion of homes were secured through Section 106 agreements on market-
led sites, where generally costs are lower due to any subsidy being included in the purchase costs. 
English Rural will continue to prioritise its delivery of Rural Exception Sites as these are important for 

Green 

Amber 

Amber 

Green 



achieving agreed purpose and business ambitions – without the focus on delivering these less would be 
built and impact on the overall ‘additionality’ of affordable rural housing supply. As a consequence, 
ROCE will likely remain below the median for the sector as a whole. 
 
Plans to meet strategic target: 
 

• Introduce new shared ownership lease model for new schemes and review policies applied to 
support existing shared ownership homes. 

 

Commentary - Other strategic Value for Money measures 
 
English Rural is committed to being transparent about the approach to securing Value for Money 
(VfM). Alongside publishing our individual VfM Statement and sector standard metrics annually, 
tailored VfM metrics have been developed around agreed business strategy and purpose. The actions 
to support delivery of VfM continues to make English Rural a more efficient and effective organisation, 
delivering additional outputs using the same or less resource. Importantly achieving this without 
compromising quality of services or our offer. 
 
An update on the bespoke VfM metrics is supplied below: 
 
% of homes above EPC C (Economy) – 68% versus 61% benchmark (Target by 2030 - 90%)
  
 
 
There is an expectation on English Rural to secure a C or above rating on all homes by 2030, unless 
specific exemptions apply. The refreshed Business Strategy sets a target of moving from the current 
level of 68% to 90% during the five-year strategy period. A specific challenge is the rural nature of homes, 
which are often off the mains gas network and reliant on older electrical forms of heating. This is known 
to impact low-income households, who struggle with higher electricity costs. The inability to heat homes 
can also increase the probability of condensation and poor living conditions, which typically leads to 
higher maintenance costs. English Rural has already successfully delivered two retro-fit programmes 
where air-source heat pumps have been installed in-place of electrical storage and convector heaters.  
 
Plans to meet strategic target: 
 

• Ambitions embedded within Asset Management Strategy. 

• Increased financial provision within financial business plan. 

• Future retrofit programmes being researched and these informed by property data secured 
through the latest stock condition survey. 

 
 
% on advocacy (Effectiveness) – 3.5% (Target 3%)  
 
 
The refreshed Business Strategy continues the ambition to play a leading and influential role in the 
sector. English Rural has a brand and profile beyond what would typically be expected for an 
organisation of its type and size. Continued investment in the effective use of this position will hep to 
sustain a positive operating environment in which agreed purpose is understood and supported. There 
is no easy benchmark to compare this measure against given it’s bespoke nature.  
 
Plans to meet strategic target: 
 

• Refreshed Communications Strategy planned for 2021/22, which will focus on mobilising 
resources effectively to optimise outcomes. 

 
 
 
 
 



 
Number of complaints (Efficiency) – 22 (Target <10)   
 
 
Listening to residents has shown the need to adapt the way that services are delivered. The restructure 
of the services team completed in 2020 is the first step towards this. Enhancing resident voice through 
the development of the Together with Tenants work will also help to improve the quantity and quality of 
resident engagement and involvement activity. The review of the complaints handling process and 
enhanced role for the Audit & Risk Committee will make sure that lessons can be learnt and value is 
secured when complaints happen. Combined these efforts will help to make sure that better value is 
secured, by making services and processes more efficient and resident recourse more effective.    
 
Plans to meet strategic target: 
 

• Delivery of Together with Tenants project to take forward plans to improve resident engagement 
and involvement. 

• Continued development of services team to optimise performance and quality of offer following 
restructure.   

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


