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CONCEPTS AND APPROACHES 
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 Local Plan vision relies on private sector bringing sites forward
Need to ensure development can generate adequate returns
Housing land supply vs other land use options
Requirement of national policy and guidance
Examination of the Plan by PINS

Why do LPAs need to viability test their policies? 
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Mediating between public and private interests
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Residual Land Value methodology
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What has gone wrong in the recent past
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What has gone wrong in the recent past 
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PPG Viability Para 014 – revised May 2019 

Benchmark land value to be based upon existing use value
Alternative use value also acceptable, but policy compliant
Moves away from market value or prices paid for sites  

2019 Planning Practice Guidance resets the rules
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AFFORDABLE HOUSING 
DELIVERY – MERTON IN WIDER 
LONDON CONTEXT
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Merton delivery in wider London context 
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STUDY RESULTS 
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 Testing of 30 development typologies:
 10 small schemes (9 or fewer units: houses, flats) 
 12 medium schemes (10 to 75 units: houses, flats, mixed)  
 8 large schemes (100 to 1,000 units: flats
 Some schemes with retail on ground floor to reflect location 

Reflecting variation in sales values (£4,850 - £10,300 per sqm)

 Five different benchmark land values (including 20% premium):
 Existing residential: variable £21.6 million to £49.4 million per ha
 Secondary offices: £29.25 million per ha
 Secondary industrial: £9.4 million per ha 
 Community uses: £3.45 million per ha  
 Garden and other undeveloped land: £0.5 million per ha 

What we did 
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Sales values across Merton
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Sales values and benchmark land value are critical
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Sales values and benchmark land value are critical
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Sales values and benchmark land value are critical
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Sales values and benchmark land value are critical
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Range of results - lowest to highest sales values
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Small sites (low sales values)
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Small sites (high sales values)
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 Tenure and overall Aff Hsg percentage – 70/30 vs 50/50
Climate change mitigation increases costs by 1.5% to 6.5%:
 High value areas:  circa 2% reduction in affordable housing
 Low value areas: circa 10% reduction in affordable housing
 Precise impact will vary, depending on existing use values 

Policy trade offs 
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POLICY APPROACHES 
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 Fine grain policy approaches with different targets

 Benchmark land value

 Sales value

 Type of scheme  

PPG approach – a target that is achievable in almost all cases

 ‘Maximum reasonable’ approach – high target, not always met

 15 year policy – longevity of approaches 

Heterogeneity of study outcomes points to ‘max reasonable’

Policy target of up to 40% is supported by the evidence base

Policy approaches  
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Significant proportion of new housing supply from small sites 

Emerging policy – payment equivalent to 20% on-site AH

Ability to contribute varies – largely driven by existing use on site

 ‘Maximum reasonable’ approach – high target, not always met

Payments in lieu for small sites
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QUESTIONS AND DISCUSSION
5

26

P
age 26


	4 Presentation - Merton's housing development viability report

