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An integral part of our business

For us, Value for Money (VfM) means 
continuing to provide quality services at the 
best price we can. To do this we focus on 
three things: 

•  Economy – reducing costs and the level  
of resources needed 

•  Efficiency – making the best use of our  
assets and resources to produce specified 
standards of service 

•  Effectiveness – ensuring our products and  
services meet our customers’ expectations 

To keep our customers informed on how  
we’re doing, we publish a VfM update on  
our website every year. This provides full  
details of our performance, costs, VfM 
delivered to date and an overview of our plans. 
This year’s update provides a review of our 
2018/19 performance, and an update on  
our partnership with Yarlington. 

Realising our potential



Our website contains our current VfM strategy  
(2016-20) which is a vital component of our strategic 
approach and supports our drive to be one of the best 
housing organisations that delivers quality homes and 
services to our customers.  

Our VfM strategy aims to deliver a minimum of £7.5m 
of financial over-performance (a mixture of savings 
and additional income) per annum by March 2020. 
Measurement of our over-performance has changed 
since the strategy was written, however we have 
exceeded budget in each period, delivering improved 
income as well as cost savings:

•  in 2016/17 we exceeded budget by £15m

• in 2017/18 we exceeded budget by £9.4m

• in 2018/19 we exceeded budget by £6.4m 

In overview the results from the benchmarking outlined 
in this update confirm that we continue to deliver strong 
VfM; delivering high quality services and significant 
social value for communities at a competitive price. The 
detailed plans and VfM assessment contained in the 
Final Business Case for our partnership with Yarlington 
confirm that the substantially enhanced resources of our 
new organisation and our collective ambition to increase 
production of new homes, improve our service offer for 
customers and invest in communities means that we 
will be stronger together in the future. To help shape this 
future we will consult with customers on the development 
of a new Corporate Strategy to take effect from April 
2020; a strategy that will include a new VfM approach.

Our Partnership with Yarlington

In November 2019 our partnership with Yarlington was 
formalised, creating a 38,000-unit organisation that 
serves a combined population of 5.3m across 36 local 
authority areas. The partnership delivers substantial 
additional resources enabling us to do more to meet the 
housing crisis. Following a three-year period of integration 
and investment, the partnership from 2023 will deliver 
minimum efficiency savings of £5.9m per annum. 

As part of the Final Business Case for partnership, 
treasury advisors Centrus modelled the expected 
performance of our new organisation (and of Radian  
and Yarlington individually) and compared this against  
the Regulator for Social Housing (RSH)’s sector 
performance in the 2018 Global Accounts for 
organisations that own or manage more than 30,000 
properties. This benchmarking exercise confirmed 
that our new organisation compares favourably and 
that despite significant additional investment potential, 
expected performance remains strong over time. 



OUR 2018/19 PERFORMANCE
New homes

As a nation we need to build more homes and Radian 
is committed to tackling the housing crisis by focusing 
on those who are locked out of the housing market by 
creating and sustaining vibrant, thriving communities. 

We have a current target to deliver 3,500 additional 
homes in the period 2018-2023, which includes  
2,200 affordable homes. We are on course to meet  
this target, delivering 1017 homes so far, with 204 for 
market sale, 800 for affordable rent and 13 homes 
developed through Joint Ventures.

Our partnership with Yarlington will make us stronger; 
enabling us to deliver even more homes in the future. The 
homes we own and develop will define our organisation. 
They will always be safe, and high-quality spaces that our 
customers choose and want to live in.

We actively manage all our assets and ensure they  
are adding the greatest value they can both qualitatively, 
in terms of their contribution to our customers lives  
and the services we offer, and quantitatively, in terms  
of the financial contribution they make, to enable us  
to fulfil our ambitions.

 
We have plans for an ambitious new strategic asset 
management strategy that will enable us to efficiently 
target investment into our existing homes to bring them 
up to a standard that exceeds the Decent Homes 
Standard. In cases where this approach may not be 
suitable for customers, or for VfM or viability reasons,  
we will explore other options. 

These decisions will be informed by robust stock 
condition data to ensure we maximise the use and 
financial return of our assets and that we target our 
human resources and cyclical and planned maintenance 
investment efficiently and effectively. We will have 
a transparent approach to our stock performance, 
developing our data to provide dynamic information on 
the performance of our stock.



Social value

An important element of our VfM approach is regularly 
monitoring the impact of our work on customers and 
communities. To do this we use the approach developed 
by the Housing Association Charitable Trust (HACT) to 
measure the social value of our community investment 
activities. HACT’s approach applies a monetary value 
to our outcomes to show the importance people put on 
changes they experience in their lives and the positive 
impact of our work on wellbeing. 

Our Strategic Plan contains a (2018/19) ‘success criteria’ 
of delivering £4.50 benefit for each £1 invested (and to 
achieve £8.50 for every £1 invested by 2023). Our HACT 
verified total social value for 2018-19 was £2,686,940 
(an increase of £856,832 from 2017-18’s performance). 
For every £1 invested we have created £8.94 of social 
value; outperforming our strategic plan target. Further 
information can be found in our Impact Assessment.

National VfM metrics 
In April 2018, the Regulator of Social Housing introduced 
a new Value for Money Standard which introduced a 
requirement for providers to publish performance against 
their own targets and against a set of sector wide value 
for money metrics set by the regulator. One of the 
regulator’s key objectives in defining the new standard 
was to support transparency and allow providers to 
analyse their performance alongside their peers on a like-
for-like basis. The 2017/18 metrics published as part of 
the Global Accounts in January 2019 provide a baseline 
for annual monitoring of trends in sector performance 
and provides Boards, and other interested stakeholders, 
with valuable information to analyse their results. We 
have benchmarked our performance against the latest 
available quartiles in the global accounts and will update 
this analysis when the 2018/19 Global Accounts are 
published in 2020. 

Along with the national and our internal VfM metrics, 
we monitor our performance against a range of key 
performance indicators (KPIs), which are included in 
our management accounts. Performance is reviewed 
by our Group Combined Board quarterly which include 
an overview of our income and expenditure, assets 
and liabilities, and cash flows in all Group entities. Our 
2018/19 performance against the RSH’s national VFM 
metrics is as follows:



Our comparative performance over the last two financial years is outlined in the sections below: 

The metrics relating to Re-investment 
and Gearing have been revised 
since the publication of our audited 
financial statements for 2017/18. 
In our accounts these metrics were 
based on the acquisition cost of our 
housing properties but have been 
adjusted to refer to the closing net 
book value of our housing properties. 
The comparatives for 2017 has also 
been updated accordingly

2017/18

National VfM Metrics Radian 
2017/18

Radian 
2018/19

Sector Lower 
Quartile

Sector  
Median

Sector Upper 
Quartile

Reinvestment 5.86% 5.67% 3.9% 6.0% 8.7%

New supply  
delivered - social

2.61% 2.60% 0.5% 1.2% 2.3%

New supply  
delivered - non-social

0.29% 0.76% 0.0% 0.0% 0.07%

Gearing 52.10% 55.20% 33.1% 42.9% 53.1%

Interest cover 219% 192% 154% 206% 263%

Headline social housing cost per unit £3,311 £3,405 £3,010 £3,397 £4,501

Operating margin  
(social housing lettings only)

39.30% 36.70% 25.5% 32.1% 37.1%

Operating margin  
(overall excl. surplus on disposal of fixed assets)

36.10% 34.80% 22.7% 28.9% 34.1%

Return on capital investment 4.20% 4.00% 3.3% 4.1% 5.4%



Indicators which have shown a notable variance year  
on year have been outlined below, with the performance 
of the sector in 2017/18 used as a benchmark for the 
results of the Group: 

• New supply (non-social) has increased due to the 
handover of 113 units at Berry Court in the year;  
in 2018/19 153 units were completed compared  
to 57 the year before. This places the Group 
comfortably in the top quartile for delivering units  
of a non-social tenure. 

• Gearing has increased by 3.1%, following an increase 
in loans and borrowings, a reduction in cash balances 
and the tenure mix of developments. Cash balances 
have reduced by £22.5m, with the investments in 
jointly controlled entities a notable factor. Cash spent 
on investment properties and units developed for sale 
also act to increase gearing as such assets do not 
contribute to the asset base. On a like-for-like basis, 
the result is expected to move the Group into the 
upper quartile in the year. 

• Interest cover has reduced from 219% to 192%, 
which would move the Group from above to below 
the median in the sector. Our operating surplus is 
comparable, increasing by less than 1%, in the context 
of a 17% increase in net interest costs. 

• Social housing cost per unit in 2018/19 increased to 
£3,405 and by 3% against an increasing operating 
cost of social units of 6%, reflecting continued 
investment in the business; performance close to the 
2017/18 sector median of £3,397. The RSH’s 2019 
forecast projections (FFR) indicate that the average 
Headline Social Housing Cost per unit is expected to 
rise by 2.7% to £4,150 by March 2020 before falling 
back to £4,080 per annum in 2022. 

• Operating margins – reflect investment in the business 
and despite these increased costs and reductions in 
margins, would still place Radian around the upper 
quartile relative to other providers.



Internal VfM metrics
Our internal VfM metrics were set by our Group Combined Board in 2017/18 and along with the national  
VfM metrics provide an overview of our strategic health:

2017/18 
Actual

2018/19 
Target

2018/19 
Actual

2019/20 
Target

2019/20 
Forecast  
(Oct 19)

Overall number of homes owned and/or in 
management

21,427 21,889 21,990 22,415 22,465

Operating Surplus per FTE (£k) £84.3 £63.4 £84.0 £70.0 £68.8

Lettings interest cover ratio 1.6 1.3 1.4 1.25 1.35

GN & HfOP Rent Loss due to Void 0.57% 0.60% 0.56% 0.73% 1.13%

Surplus on ordinary activity before tax 
(£m)

£33.40 £25.0 £31.4 £23.6 £25.1

Customer Satisfaction (tenants) 91.0% 87.0% 88.0% 90.0% 85.9%

All tenure net current arrears 1.6% 2.5% 1.5% 2.5% 1.6%

Annualised income collection 100.2% 100.0% 100.5% 100.0% 100.0%

Dwellings with current gas safety 
certificate

100.00% 100.00% 100.00% 100.00% 100.00%



At the end of 2018/19, all targets were met or exceeded. 
Our forecasts suggest that two metrics may not meet 
target at the end of 2019/20: 

• Operating surplus per Full Time Equivalent member of 
staff (FTE): This is forecast to reduce to £68.8k by the 
end of 2019/20 due to a projected increase in FTE’s 
combined with reduced operating surpluses.

• Tenant satisfaction with the landlord service: This 
year we set ourselves a stretch target for customer 
satisfaction which would put us firmly in the top 
20 housing associations for customer satisfaction. 
Customer satisfaction across the sector has been 
challenging with a decrease of c1.5% seen nationwide.  

In response we are as part of our partnership with 
Yarlington are reviewing our Target Operating Model to 
improve our customer service offer and are undertaking 
much needed investment in our digital service approach. 

To achieve this we have designed a service 
transformation programme and a significantly enhanced 
approach to complaints management. New targets 
associated with what will be a 3-year period of 
investment will be devised in April 2020. 

News of our progress will be communicated through our 
website, in our magazine R Mag and within the 2019/20 
VFM update produced in December 2020.

Peer comparison

Since 2009/10 we have each year compared our services 
against other peer organisations using the Housemark 
benchmarking service; since 2017 comparing our 
performance with organisations with over 20,000 homes 
in London, the South East and South West. 

As part of this process we in December each year publish 
an update on the VFM section of our website and then 
update our comparative performance in the last quarter 
of the financial year when the data from all our peers 
has been verified by Housemark (normally by the end of 
February). 

At the time of this update (December 2019) only  
four other organisations from our peer group have  
submitted and had their 2018/19 performance verified  
by Housemark. Our VFM journey since 2009/10 is 
outlined below:



Year
Total cost of  

housing management  
per property

HouseMark 
position

Satisfaction with 
overall landlord 

service*

HouseMark 
position

Key markers

2009/10 £591.04 29/31 80% 15/31
Developed new housing management 
and resident engagement approach

2010/11 £483.81 14/32 86% 7/32
Launch of new housing  
management approach

2011/12 £376.44 1/32 86% 5/32
VfM 2011-13 strategy achieved  
£4.61m dividend

2012/13 £421.35 8/31 87% 7/20
Investment in Welfare Reform 
preparation

2013/14 £427.33 5/31 87% 5/19 Launch of 2013-16 VfM Strategy

2014/15 £439.68 5/31 87% 5/31

2015/16 £475.66 8/26 87% 5/26 Launch of 2016-20 VfM Strategy

2016/17 £471.88 9/23 88% 5/17

2017/18 £557.66 TBC 91% TBC
Launch of national and internal  
VfM metrics

2018/19 £547.58
TBC Feb 

2020
88%

TBC Feb 
2020



Risk 

The biggest risk to achieving our potential is the 
uncertainty around Brexit. With the economic and political 
uncertainty looking set to continue, we have been testing 
our business strategy and are confident it will respond 
to the challenging environment ahead. We are pleased 
to be assessed by the RSH as G1/V1 in March 2019, 
the highest possible ratings for governance and financial 
viability, and encouragingly in October 2019 Moody’s 
reaffirmed our A3 rating.  

As part of the business planning process we have 
performed a suite of stress testing scenarios which model 
a range of single and multi-variate scenarios.  Amongst 
the suite of scenarios tested we replicated the Bank 
of England Annual Cyclical scenario (ASC 2018) and 
performed our own Bad Brexit high interest rates scenario 
which modelled the impact of large falls in house prices 
and large increases in interest rates. The most significant 
actions that Radian could undertake to mitigate against 
these scenarios would be to stop or curtail the extent of 
our development plan and to convert any open market 
development schemes into affordable tenures in the short 
term. As part of our Final Business Case for partnership 
our Board reviewed these risks and concluded that 
through our partnership with Yarlington we were better 
placed to withstand these risks and are stronger together.


