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Proposed Threshold Policy 

Scope of this Report 

1. The City of Westminster proposes that affordable housing contributions will be sought for 
schemes that have capacity for 10 or more additional dwellings. Any site which is able to 
accommodate 1,000 sq m or more (gross external) of additional residential floorspace is 
deemed to have the capacity for at least 10 dwellings.   

2. This report examines the appropriateness of the proposed threshold of 10 or more additional 
dwellings/ 1,000 sq m of additional gross floorspace.  Whether the proposed threshold is 
appropriate depends on a number of considerations:  

− First it is appropriate to consider the relevant planning context, in this case the guidance 
contained in PPS3 and the London Plan  

− Second, it is necessary to consider the viability of the proposed threshold in terms of: 

a) Whether schemes just above the threshold of 1,000 sq m of additional residential 
floorspace could deliver affordable housing without viability being affected 

b) Whether schemes at the threshold of 1,000 sq m of additional residential floorspace, 
but comprising less than 10 additional units, could deliver affordable housing without 
viability being affected 

c) Whether schemes below the threshold of 1,000 sq m of additional residential 
floorspace could deliver affordable housing without viability being affected 
 

These issues are examined from the perspective of other viability commentaries, viability 
modelling undertaken using the DTZ model, and experience in Westminster of affordable 
housing delivery on small sites.  

− Thirdly, the practicality of the proposed threshold needs to be examined, in terms of: 

a) whether it is administratively practical to seek an affordable housing contribution from 
schemes just above the threshold of 1,000 sq m of additional residential floorspace, 
and whether this would deliver a significant amount of affordable housing without 
other adverse consequences. 

b) whether it is administratively practical to seek a contribution from schemes below the 
threshold of 1,000 sq m of additional residential floorspace, and whether this would 
deliver a significant amount of affordable housing without other adverse 
consequences.  

3. The report is structured around examination of each of these topics. It examines the impact on 
viability of requiring schemes entailing development of 10 or more additional dwellings/ 1,000 
sq m of additional gross residential floorspace to provide affordable housing.  In accordance 
with emerging City of Westminster policy viability is tested against assumed levels of 
affordable housing provision of 10% of gross floorspace, and 20% of gross floorspace. This 
reflects emerging City of Westminster policy that envisages that affordable housing will be 
required as a floorspace proportion, and the level of affordable housing provision required will 
be determined using a sliding scale, with small schemes expected to provide less affordable 
housing than larger schemes.  
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4. The threshold analysis also explores the practical considerations of setting an appropriate 
threshold, providing a more detailed examination of the implications for schemes involving 
development of less than the proposed threshold of proposed 10 additional units/1,000 sq m 
of additional residential floorspace.  

Planning Policy Context  

5. PPS3 provides national guidance on the appropriate threshold at which affordable housing 
policies should apply.  The current guidance indicates that the norm in terms of affordable 
housing thresholds should be set at schemes with at least 15 dwellings. However, PPS3 also 
states that ‘Local Planning Authorities can set lower minimum thresholds, where viable and 
practical’.  

6. The GLA’s position on the appropriate threshold in London has been set out in the 2007  
London Plan Further Alterations1

7. It is worth noting that in part the rationale for the GLA policy of seeking to promote a 10 unit 
threshold is to encourage greater policy consistency across London as a whole. The position 
as of March 2007 was that 9 London Boroughs (including the City of Westminster) operated 
thresholds of 10 units and 19 Boroughs operated a threshold of 15 units (though at least two 
of these were seeking to reduce their threshold to 10 units). 

. This states that ‘A norm threshold of 10 would be the 
optimum threshold for London as a whole. Whilst a norm less than 10 could be considered, it 
is not thought to be practicable.’  The same document states that ‘a threshold of 10 is viable 
and practical in London.’ 

8. The GLA state that this has led to “a confusing and inequitable distribution of affordable 
housing development in London” and that “such varying thresholds act as an encouragement 
to developers to focus medium size developments on areas where the affordable housing 
threshold is higher.”   It is the GLA’s view that this has led to a sub-optimal pattern of 
development, with differential thresholds between Boroughs being an “inappropriate driver of 
the tenure mix of development”. 

9. The GLA also make the case that reducing the threshold to 10 units uniformly across London 
would make a significant contribution to London’s affordable housing requirements.  The GLA 
estimate that if the proportion of affordable housing delivered between April 2004 and 
September 2006 on schemes of 15 or more units, were delivered on sites of 10-14 units this 
would increase the annual affordable permissions figure by about 1,225 homes a year, a 16% 
increase on the then affordable output of 7,650 homes a year.   

10. Subsequently the consolidated London Plan published In February 2008, which reflects the 
recommendations from Examinations in Public of the Early Alterations and Further Alterations 
further clarifies GLA policy.  Policy 3A.11 states that ‘Boroughs should normally require 
affordable housing provision on a site which has the capacity to provide 10 or more homes...’.  
Para 3.59 adds additional clarity by saying that Boroughs ‘should set thresholds above which 
affordable housing requirements will apply at no greater than 10 net additional units. 

11. Policy 3A.11 goes further stating that ‘Boroughs are encouraged to seek a lower threshold 
through the DPD process where this can be justified in accordance with government 
 
1 http://www.london.gov.uk/london-plan-eip/2007statements/matter6/mayoroflondon.pdf  

http://www.london.gov.uk/london-plan-eip/2007statements/matter6/mayoroflondon.pdf�
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guidance’.  The recently released Draft London Plan (October 2009) takes the same stance 
and states that ‘Boroughs should normally require affordable housing provision on a site 
which has capacity to provide 10 or more homes, applying the density guidance set out in 
Policy 3.4...including circumstances where this will enable proposals for larger dwellings in 
terms of floorspace to make an equitable contribution to affordable housing provision’. 

The Impact on Viability 

12. PPS3 makes it clear that while authorities have discretion to reduce the threshold from the 
national indicative figure of 15 units, it is important to demonstrate that this is ‘viable and 
practical.’ 

GLA Assessment of Viability and Thresholds 

13. The GLA comments in the London Plan Further Alterations on the viability issue.  It is worth 
stating the GLA document in full on this point.  ‘One concern raised during consultation related 
to how a reduction of the threshold will bear on the viability of smaller schemes. This issue 
was considered in a GLA/GOL study which concluded that “market values do not appear to be 
directly or consistently influenced by scheme size” and that “individual schemes can more 
accurately be assessed on a site specific basis.”  

14. The GLA concluded therefore, that as long as schemes are assessed on their individual cost 
and revenue profile, a threshold of 10 units anywhere in London should not undermine 
viability.  The London Plan Further Alterations states ‘in accordance with Policy 3A.8, the 
application of an affordable housing requirement to any scheme, including schemes of 10 
homes, is dependent on such a requirement being reasonable having taken account of 
individual site costs, the availability of public subsidy and other scheme requirements. It 
follows that, if the Mayor’s guidance is operated appropriately, the reduction in the threshold 
should not have a negative impact on development viability and overall housing output.’ 

15. Further, the GLA point out that in all of the Boroughs operating a threshold of 10 units where 
sufficient time had elapsed to allow analysis of development trends (8 Boroughs in all – 
Westminster being excluded since it had only recently introduced a threshold of 10 units at the 
time of reporting) all but one Borough had exceeded their London Plan housing targets. In 
these Boroughs  net additions of self contained homes (referred to as conventional supply net 
output) over the three years 2003-4 to 2005-6 ranged from 106% of target to 233% of target, 
an average across all 8 boroughs of 126% of target. This was higher than the London-wide 
average of 119%. 

DTZ Assessment of Viability and Thresholds 

16. DTZ have investigated the threshold issue using the viability model used as part of the 
Affordable Housing Viability Study (report to be published later in 2009).  DTZ agree with the 
GLA’s assessment – based on previous work undertaken at the London-wide level – that 
there is no clear basis to presume that market values are consistently affected by scheme 
size.  Indeed DTZ would confidently state that the variability in market values between the 
different geographical areas in the City of Westminster is a much more important factor in 
viability than scheme size.   
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17. Moreover, just as scheme values do not vary in any consistent way with scheme size, there 
seems no basis for automatically assuming that small schemes face higher costs in any 
consistent pattern.  As implied in the GLA assessment viability depends greatly on the 
particular characteristics of small schemes and assessment will be required of scheme 
revenues and costs of each particular scheme in order to assess what it can contribute to 
affordable housing provision.   

18. It is also the case that the third element to be taken into account in addition to scheme 
revenues and schemes costs, namely whether residual land value is sufficient to persuade the 
owner of the property or land to bring it forward for development will vary from scheme to 
scheme, often independently of scheme size.  In the Westminster context a key consideration 
is whether some other land use would generate a higher return, given that residential 
schemes are often brought forward in areas of mixed uses.  

19. The issue of existing use value and its impact on viability is particularly pertinent in the City of 
Westminster.  Many schemes involving development of around 1,000 sq m of new residential 
development are part of mixed use office/commercial led developments.  Indeed this is 
actively encouraged through UDP policy, where any increase in commercial floorspace of 
over 200 sq m requires provision of an equivalent amount of residential floorspace. A similar 
policy has been included in the Core Strategy. Often existing use values on these sites, being 
commercial or office use will be high.   

20. The modelling undertaken for this study provides insight to the viability of small schemes, 
although because of great variability in existing and alternative use values that apply in 
Westminster, it cannot be definitive.  The key question that needs to be answered is whether 
schemes above the threshold can make a meaningful contribution in terms of affordable 
housing provision (at least 10%) and, given reasonable assumptions, remain viable.   It is also 
pertinent to ask if schemes below the threshold could make a contribution, though if this is the 
case, it does not imply that a lower threshold should be set, since other considerations come 
into play.   

21. It must be acknowledged that the modelling approach used in this study has some limitations 
when assessing the viability of small schemes.   The model runs off standard revenues per sq 
m (adjusted by value area) and standard build costs per sq m (adjusted for the differences in 
costs of flatted schemes of different heights and houses). Many other costs are estimated as 
a percentage of build costs, while some costs are linked to the number of units or site size.  
This approach means that small schemes are likely to display much the same patterns of 
viability as larger schemes.  

22. This approach is justified in that, as discussed above, there is no evidence that site costs or 
revenues vary systematically with scheme size, across different value geographies; nor, if site 
costs and revenues vary systematically with scheme size, what the extent of any such 
variation might be.  Even if there were grounds for thinking that revenues and costs might vary 
in a systematic way with scheme size, these effects are likely to be dwarfed by the impact that 
location has on revenues and the impact site specific factors have on costs.   

23. However, it should be acknowledged that the sort of generic cost and revenue assumptions 
applied in the model are likely to be more robust for larger schemes than smaller schemes, 
because the costs and revenues are applied across a greater number of units for larger 
schemes and extreme elements are balanced across the scheme as a whole; and that it is 
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possible that small schemes may frequently display greater variability in cost and revenues 
than larger schemes.    

24. The analysis from the model cannot therefore prove categorically that a specific threshold 
policy is viable in all cases. It is useful therefore to look at actual experience in securing 
affordable housing on schemes close to the existing threshold (10 units) or on schemes of 10-
14 units (as the GLA have done – see above). Similarly, it is important to examine whether 
schemes just above an additional 1,000 sq m of residential development, schemes at 1,000 
sq m of additional residential development but with less than 10 homes, and schemes below 
an additional 1,000 sq m of residential development could in theory support affordable 
housing.   

The Modelling Approach in Outline 

25. The approach taken to modelling viability reflects the approach taken in DTZ’s Affordable 
Housing Viability Study (to be published subsequently).  The DTZ approach examines the 
costs and revenues associated with a number of archetypal schemes.  The modelling 
generates a scheme residual value and identifies how this varies with the percentage level of 
affordable housing that is assumed to be provided. The analysis is undertaken for each 
scheme archetype in each of the 16 value geographies identified in Westminster (see Annex 
1)2

26. For the purposes of the threshold analysis five different scheme archetypes have been 
examined. These five scheme archetypes all entail development of less than 15 additional 
units, although most of them entail development of more than a 1,000 sq m increase in 
external floorspace, even where they deliver fewer than 10 additional units: the City of 
Westminster receives many applications for schemes with large floorspace units. 

. These are distinct geographic areas defined by reference to differentials in sales values. 

27. These archetypes allow viability testing of the proposed policies in terms of the threshold and 
expected level of affordable housing. Figure 1 presents key data for these archetypes.  In 
summary these archetypes serve different purposes: 

− Archetype J allows consideration of a development scheme somewhat above the 
proposed threshold of 10 or more additional dwellings/ 1,000 sq m of additional gross 
floorspace. 

− Archetype K allows consideration of a scheme of less than 10 additional dwellings but 
comprising more than 1,000 sq m of additional gross floorspace, which would be expected 
to provide affordable housing.   

− Archetype L allows examination of a small scheme of only 5 houses, but which exceeds 
the threshold of 1,000 sq m of additional gross floorspace because of very large unit 
sizes.   

 
2 Chinatown, identified in Annex 1 as an additional value geography, is excluded from this analysis as it is a small 
distinctive market where new residential schemes which increase the number of existing units significantly are 
unlikely.   



 

 

 Threshold Analysis Page 6 

− Archetype M allows examination of a scheme that will be below the proposed threshold of 
10 or more additional dwellings/ 1,000 sq m of additional gross floorspace, and hence will 
not be expected to provide affordable housing under the proposed policy. 

− Archetype N allows examination of a scheme of an additional 10 units, but with a total 
external area lower than the 1,000 sq m threshold.  This scheme would be expected to 
provide affordable housing.   

 
Figure 1: Key Characteristics of Archetypes J to N – Westminster’s smallest 
Archetypes 

Units Name Mix 
Site 

Size3

Gross 
Internal Sq 

m
 4

Gross External Sq m 
 

15 J 

4 x 1 Bed Flats 
6 x 2 Bed Flats 
3 x 3 Bed Flats 
2 x 4 Bed Flats 

0.15 2,020 sq m 2,525 sq m 

9 K 
1 x 1 Bed Flats 
4 x 2 Bed Flats 
4 x 3 Bed Flats 

0.09 1,320 sq m 1,650 sq m 

5 L 5 x 4 Bed Houses 0.05 3,227 sq m 4,033 sq m 

6 M 
3 x 1 Bed Flats 
3 x 2 Bed Flats 

0.1  507 sq m 634 sq m 

10 N 
3 x (40sq m) 1 Bed Flats 
4 x (70 sq m) 2 Bed Flats 
3 x (100sq m) 3 bed flats 

0.1  700 sq m 875 sq m 

 

28. The Residual Land Value associated with each of these archetypes is calculated with a 10% 
affordable housing contribution, and then again with a 20% affordable housing contribution.  
These are typical levels of affordable housing that would be sought for schemes of between 
an additional 1,000 sq m and 2,000 sq m of residential development under the City of 
Westminster’s proposed sliding scale approach, whereby smaller schemes are expected to 
contribute a smaller proportion of affordable housing than larger schemes.  

  

 
3 A site size of 0.1 hectares is arguably quite large for a 10 or 6 unit scheme. However, if the site size was reduced 
the residual values in Figure 2 would increase. If, for example, the site size was assumed to be 0.05 hectares (a 
number of 10 unit sites have in the past been this size) the residual values per hectare shown in Figure 2 would 
double and viability would be enhanced.  
4 Affordable housing units are assumed to be smaller than private units in the modelling and so the % contribution 
impacts upon the gross internal and external area. Areas expressed here are based on 0% affordable housing 
contribution. 
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Assessing Viability  

29. For each of the archetypes the Residual Land Value associated with the development has 
been calculated through the modelling process with, first, a requirement for provision of 10% 
affordable housing, and then, second, with a requirement for provision of 20% affordable 
housing.  This is compared to a series of benchmarks in terms of Existing Use Value, or 
Alternative Development Value.   

30. In a city such as Westminster it is not possible to establish a single benchmark in terms of 
residential land value above which it can be deemed that residential development will be 
viable.  This is because: 

− The value of land in the same use varies across the City as a whole reflecting differences 
in locational attributes and perceived environmental quality.  This reality is reflected in the 
very different values of housing across the City reflected in this study in the value 
geographies (see Appendix 1).  Landowner expectations will be shaped by historic levels 
of value secured for residential development, since even if values fall, there will be an 
expectation that they will recover.  By implication the level of land value expected by 
owners of land will vary across the City.  

− While in much of the City, particularly in the north of the City, residential development is 
likely to be the highest value land use, and within established residential neighbourhoods  
the only land use that will secure planning permission, many parts of the City are 
characterised by a mix of land uses. In such areas the likelihood of a residential 
development proceeding depends on the scheme delivering an equal or better value than 
a development for non-residential uses that would secure permission.  The residual land 
value of alternative developments therefore is a key consideration. 

− In a City where there is, for all intents, no undeveloped land, all schemes for whatever 
uses involve redevelopment.  Where redevelopment is planned, the existing value of the 
buildings affects the costs of redevelopment (though these may have been acquired at 
values very different to those prevailing at the time of seeking permission for 
redevelopment).  The existing built form of existing buildings on the site also affect the 
costs of both conversion, and, perhaps to a lesser extent, demolition. The result is the 
potential for considerable variability in demolition and build costs, which will affect 
calculations of scheme residual land values.  

− Lastly, an additional layer of variability in determining what can be deemed viable arises 
as a result of the property market cycle, and the likelihood that the values of different 
potential uses on a site to move at different speeds, up or down, at different stages in the 
development cycle. Therefore at one point in the development cycle, offices can appear a 
more attractive form of development than residential, but this may switch at a different 
stage in the development cycle.  These differential changes in values can vary depending 
on market shifts and how a particular location is perceived in terms of an office location or 
retail location compared to a residential location.  

31. The upshot of all these different considerations is that it is not possible to state unequivocally 
in a Westminster context that a certain Residual Land Value associated with a scheme in 
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Westminster can be regarded as viable, or not viable.  All schemes will need to be considered 
on their merits.  For the purposes of this assessment DTZ has compared the Residual Land 
Value associated with the modelled assumptions for the archetypes involving developments at 
or around the proposed threshold, against a number of land value thresholds. These 
thresholds are as follows:  

− Residual Land Value expressed as £ per hectare value of above £2.5 million per hectare.  
In London in 2008 the average value of industrial land was £2.4 million per hectare 
according to the VOA.  There are very few industrial sites in Westminster, but this would 
be the absolute minimum threshold that would need to be exceeded if land in industrial 
use, or where industrial use could secure planning permission, is to be brought forward for 
residential use. It has therefore been assumed that no landowner in Westminster would 
bring forward sites for less than this sum.  In practice the number of sites that would be 
brought forward at this sort of level are probably limited and would probably be small 
unused sites unsuited for anything but residential development in the lower value areas of 
the City.  Any scheme, based on the modelling assumptions used, that fails to deliver this 
level of land value can be deemed to be wholly unviable.  

− The other benchmarks used for the analysis are Residual Land Values of £10 million per 
hectare, £20 million per hectare, £40 million per hectare, and £60 million per hectare. The 
higher benchmarks reflect the fact that on many sites in central Westminster different 
uses, in particular office and retail uses, would be permitted. These alternative uses 
compete for development funds with residential development, and residential 
development if it is to proceed will have to provide a comparable return to landowners.  
The wide range of land values used as benchmarks reflect just how greatly land values in 
Westminster can vary across the City, and on a site specific basis, and with the property 
market cycle.  The only consistent source of data on land values within London are those 
published by the Valuation Office, and these do not purport to reflect values in London’s 
central business districts.     

32. The inherent variability of capital values in relation to office space, and implicit land values, 
even within Westminster’s Central Activities Zone are illustrated in Figure 2.  The Figure 
shows typical rents for prime property prevailing in different parts of Westminster’s CAZ at 
November 2009, the likely period of any rent free period in months, the expected yield and 
implicit capital value per sq ft.  Within Westminster at November 2009, capital values for prime 
property vary by a factor of 100% between W2 postcodes (covering Paddington) compared 
with prime West End values in Mayfair and St James’.   

33. Even greater variability in capital values of properties on particular sites will be introduced by 
the presence of mixed uses; of secondary and tertiary properties and locations within the 
defined zones, which will command different rents and be capitalised at different yields. The 
land element of capital values for existing buildings cannot be determined.  Actual residual 
land value calculations for different development proposals on particular sites will be 
influenced not only by rental values but by whether a building is listed or not; whether a 
facade of an existing building has to be retained, rights of light issues, the availability and 
costs of development finance, developer’s profit requirements, build costs, void periods etc.
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Figure 2:  Office Rentals, Yields and Capital Values, November 2009 

Area Average 
Headline 
Rent (£ psf) 

Average Rent Free 
assuming 10 yr 
lease (months) 

Average Prime 
Yield assuming a 
very strong rental 
covenant  

Indicative 
Average Capital 
Value (£ psf) 

Marylebone (Noho) £42.50 - 
£45.00  24 5.75% £550 - £600 

West Fringe (W2) £42.50 - 
£45.00  25 - 30 6.00% £500 - £550 

Soho & Covent Garden £45.00 - 
£49.50 24 5.75% £600 - £650 

Core West End: 
Mayfair & St James' £75.00 24 5.50% £1,000 
 
Victoria £55.00 24 5.75% £725 
  

Source: DTZ 

34. The results of the viability modelling for the five archetypes are shown in Figure 3a and 3b. A 
number of broad conclusions can be drawn from the analysis: 

- At the lowest level of assumed land value (£2.5 m per hectare) all the archetypes 
examined remain viable with provision of 20% affordable housing across virtually all of 
the City. The only exceptions are that are archetypes M and N, cannot deliver 
affordable housing in the Church St and Harrow Road/Queens Park value areas. 

- At the highest level of assumed land value only archetypes J, K and L are viable 
anywhere, and these only in the highest value areas of Westminster – Mayfair Prime, 
St James and Belgravia, and broadly in North Knightsbridge and Hyde Park.  
Archetype L – the development of houses remains viable across most of the City with 
a 20% affordable housing requirement. 

- Archetype M would not be required to provide affordable housing under the proposed 
threshold policy.  This archetype would only be able to deliver a contribution of 
affordable housing across most of the value geographies in Westminster if land 
values are below around £15 million, and in many areas quite a lot less than this.  The 
findings support the setting of a threshold at an additional 10 units/1,000 sq m of 
additional external floorspace. 

- Archetype N, because it would provide 10 units, albeit of less than a total of 1,000 sq 
metres of external floorspace would be expected to provide affordable housing.  This 
archetype could deliver 10% affordable housing in 7 out of 16 of the value 
geographies in Westminster.  It is therefore appropriate that it be included in the 
affordable housing policy, although recognition would have to be given that this sort of 
development might not be able to support affordable housing in 8 of the City’s value 
areas.  

- Archetypes J, K and L are systematically better able to support the provision of 
affordable housing than Archetypes M and N.  The broad pattern suggests that these 
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archetypes should be able to deliver at least 10% affordable housing across the 
majority of the City where land values are deemed to be no higher than £40 million 
per hectare, and in some areas could deliver 20%.  

- However with respect to Archetypes J, K and L the analysis shows how much the 
feasibility of delivering 10% or 20% affordable housing is very dependent on the 
particular location of the scheme in terms of the prevailing values in that location.  
This reinforces a key message of the overall viability appraisal, and this paper on 
threshold policy, that it is important the level of affordable housing provision to be 
made on a particular site should be assessed on a case by case basis but that the 
proposed threshold is a reasonable citywide threshold to use as a starting point for 
affordable housing provision. 
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Figure 3(a): Westminster Viability Modelling Results – Smallest Westminster Archetypes Providing Affordable Housing Contribution of 10% 
and 20%5 

 

 

 
 
5 The ‘traffic light’ system shows a green light where the residual land value is more than 5% above the existing land value assumption, a red light where it is more than 5% below and an 
amber light where it is within this range. 
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Figure 3(b): Westminster Viability Modelling Results – Smallest Westminster Archetypes Providing Affordable Housing Contribution of 10% and 20%  
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The Proposed Threshold and Viability  

35. The results of the viability modelling would support the GLA assessment that there is no 
evidence that establishing a threshold of 10 units is inconsistent with viability.  The modelling 
shows that schemes at or slightly above the proposed threshold could generally deliver 20% 
affordable housing in the majority of value areas within the City of Westminster on the basis of 
an assumed requirement to deliver a return to landowners of £20 million per hectare.   

36. It is only where smaller schemes above the proposed threshold bear significant fixed costs 
that viability is likely to be significantly worse than larger schemes.  This will be because they 
will be unable to spread these higher fixed costs across a large number of units or larger 
development floorspace. It is difficult to model these site specific issues (eg abnormal 
infrastructure requirements, contamination issues, the cost of service provision and car 
parking costs).   

37. Conversions of listed buildings are also predominantly small schemes; and it is well 
appreciated that such conversions can face higher costs of working sensitively within the 
fabric of valued and historic buildings.  As with other site specific issues identified the 
additional costs associated with conversion of listed buildings cannot be readily modelled.  

38. These considerations reinforce the GLA conclusion that it will be important to assess 
individual scheme revenues and costs in determining the actual affordable housing 
contribution that should be sought from a particular scheme.  But there is no inherent reason 
on viability grounds why a threshold of an additional 10 units or an additional 1,000 sq m 
gross external floorspace should not be adopted.  

39. This conclusion is supported by the evidence that in the recent past there have been schemes 
of modest size where agreement has been reached for the delivery of affordable housing.  
Figure 4 shows that in the City of Westminster four schemes somewhat above the threshold 
have delivered significant percentage levels of affordable housing. If schemes somewhat 
above the 10 unit threshold can deliver affordable housing at the levels indicated, then future 
schemes above the threshold should be able to deliver the percentage to be sought under the 
City of Westminster’s proposed sliding scale.   

Figure 4: City of Westminster Proposed Residential Units Jan 2006 to Dec 2008 

Post Code Ward Date Decision 
Issued 

Net 
Residential 

Units 

Net 
Residential 

Sq m 

Affordable 
Units 

No.  (%)6

Market 
Units  

 
SW1P 2PT 
 

Vincent 
Square 25-May-06 27 5,125 8  (30%) 19 

 
W1T 1PJ 
 

West End 11-Jun-08 22 2,820 6 (27%)  16 

 
W1U 1LB 
 

Marylebone 
High Street 14-Feb-08 14 1,675 2 (14%) 12 

 
WC2N 6ND 
 

St James's 28-Aug-08 20 1,480 6 (30%) 14 

   Source: City of Westminster Decision Analysis System 

 
6 Assumes that the percentage is based on units and not floorspace.  
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40. Moreover there is no evidence that the volume of residential applications has fallen since the 
City of Westminster adopted its 10 unit threshold in January 2006; the threshold was formerly 
set at 15 units.  What the lower threshold, defined in units and not sites capable of delivering 
10 units, may have done is to encourage developers to bring forward schemes comprising a 
small number of units, of very large size, which would then as a consequence fall outside the 
provisions of the Council’s affordable housing policy.  

The Practicality of the Proposed Threshold 

41. PPS3 indicates that adoption of a lower threshold than the national norm of 15 units should 
take into account not only viability issues but also the practicality of applying a lower 
threshold.  In terms of practicality, consideration needs to be given to the benefits of applying 
a lower threshold in terms of securing more affordable housing than would otherwise be the 
case; versus the administrative costs of bringing a larger number of schemes within the net of 
affordable housing policies and any unintended consequences such as reducing the overall 
delivery of housing, deterring developers and causing delays in the planning system.  

42. The City of Westminster UDP policy states that: “The City Council expects affordable housing 
to be provided as part of housing developments of 10 or more additional dwellings, or in other 
cases which would have been equivalent to this but fall below the threshold because of the 
exceptional size of the units or the phasing of development.”  It should be reiterated that the 
City of Westminster is not lowering its threshold. It is being kept at an additional 10 units, but 
with the introduction of an associated threshold of an additional 1,000 sq m in response to 
applications being received for very few large units on sites which in terms of London Plan 
policy have the capacity for 10 additional units.  

43. Thus, the additional 1,000 sq m threshold is only a de facto lowering of the threshold for those 
schemes that have a small number of very large units. The experience of Westminster has 
been that a number of developers have argued that a 200 sq m or 300 sq m unit is not 
exceptional. A set floorspace threshold will therefore help to eliminate such arguments being 
put forward, adding certainty for the developer and more accurately reflecting London Plan 
policy.   In many respects, therefore, the threshold remains unchanged from UDP policy but 
the associated additional 1,000 sq m threshold provides more guidance and specificity than 
the current UPD policy.  

44. In terms of the administrative costs of a reduced threshold it is important that the City of 
Westminster has indicated its acceptance that it will need to examine the viability of all 
schemes where the developer wishes to provide a lower level of affordable housing than set 
out in policy. Yet the time involved in assessing small schemes is not likely to be 
proportionately less than that involved in assessing larger schemes. The unit cost of 
administration per affordable housing unit secured is therefore likely to be greater for small 
schemes than for larger schemes.  

45. Therefore it is very probable that there is a point at which the costs of reduced thresholds 
would outweigh the benefits given the staff time that a large number of small schemes will 
take up (possibly to the detriment of larger schemes) or the delay in the processing of 
applications. This applies even if schemes below the threshold could, on the basis of a 
viability assessment, make a contribution to affordable housing provision.  
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46. The administrative burden (in terms of additional staff time) would be compounded by the 
differential determination periods for minor and major applications. Under the Town and 
Country Planning Order authorities effectively have 8 weeks to determine a minor application 
(generally defined as 9 dwellings or fewer) and 13 weeks for a major application (generally 
defined as 10 or more dwellings, or over 0.5 hectares if numbers are unknown).  

47. If the threshold were to be reduced below 10 units a number of schemes (say those between 
7 and 9 units if the threshold were reduced to 7 units) would have to make an affordable 
housing contribution, yet they would still be defined as minor applications according to the 
Town and Country Planning Order. These schemes would therefore be subject to the lower 8 
week determination period, placing significant additional administrative burden on the 
authority in terms of having to deal with an application comprising affordable housing within 
the shorter determination period.        

48. Consideration also needs to be given to the industry response to lowering the threshold on 
schemes.  It is clear that in many areas there are small housebuilders/developers who will 
only undertake schemes that fall below the threshold for affordable housing provision.  They 
simply do not wish to handle the additional complexity involved in delivery of affordable 
housing.   

49. Reducing thresholds therefore runs the risk that this section of the industry will withdraw from 
the market or reduce the scale of activities to the detriment of competition and housing 
completions.  However within the City of Westminster the values involved in even small 
residential developments would suggest that most of those undertaking small schemes will 
have a relatively high degree of sophistication, though this may reduce in lower priced parts of 
the City, such as mid and lower priced value areas lying outside the central zone.    

50. Moreover if some developers in central London withdrew from the market as a result of the 
administrative burden associated with the introduction of affordable housing requirements on 
smaller schemes, rather than fundamental viability issues, it is likely that they would be 
replaced by others who would learn the new rules of the game and how to engage with the 
authority.  This is more likely in the competitive context of central London than in most other 
areas.  

51. It is also important to acknowledge the practical challenges in the central London context of 
providing mixed tenure developments on small sites. The high specification of market 
developments in both exterior design and the common parts, resulting from the desire to 
create exclusive, high value developments mean that neither developers nor affordable 
housing providers would accept shared entrances for market and affordable housing.   

52. In practice separate entrances for on-site affordable housing become harder in design terms 
to deliver on small sites. Issues may arise from mixed tenure developments on small sites 
because of the high service charges that would be applied to the affordable homes on that 
site, driven by the high cost of servicing and maintaining a high quality development.   

53. These considerations may mean it is impractical to provide on-site affordable housing on 
smaller sites, though this is the presumption in PPS3. The solution may be to agree off-site 
provision, but again the practicability of this is likely to be more problematic with small 
schemes (eg if they were expected to provide one or two units offsite).  These issues could 
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however be addressed by taking commuted sums to fund affordable housing elsewhere in lieu 
of direct provision. 

Contribution to Overall Housing Completions by Scheme Size 

54. In addressing the issue of the appropriate level at which to set the threshold for affordable 
housing contributions, it is relevant to consider how schemes of different size contribute to the 
overall delivery of new housing.  This helps inform an assessment of both the benefits of 
reducing the threshold at which affordable housing policies apply, and give a guide to the 
likely administrative costs.    

55. In the City of Westminster between January 2006 and December 2008 some 19 schemes 
were approved for schemes of between 10 and 14 units.  These 19 schemes would deliver 
236 units, 7% of all the units approved in the period, or 9% of all the floorspace approved (see 
Figure 5).  Assuming that these delivered between 10% and 20% affordable housing 
contribution, these schemes would have delivered between 23 and 47 new units of affordable 
homes.  In DTZ’s view the additional administrative costs entailed in dealing with 19 additional 
schemes is commensurate with the possibility of securing an additional 23 and 47 units of 
affordable housing.  

56. However, DTZ also recognise that this is not a particularly large overall additional contribution. 
It is also worth reflecting that these schemes would be required to provide on average 
between 1 and 3 new units.  RSLs are often reluctant to manage very small numbers of 
affordable housing units, though this issue can be addressed by taking a financial contribution 
in lieu of direct provision.   

57. It is clear that there would be diminishing returns to the authority if it sought to reduce the 
threshold beyond the proposed additional 10 units/1,000 sq m level.  Some 90% of residential 
schemes receiving planning permission between January 2006 and December 2008 
comprised less than 10 units. These 418 schemes generated 34% of total units approved, and 
38% of all residential floorspace approved, but the average size of these schemes is 2.5 units, 
and 460 sq m.   

58. Given the high existing use values, and in some cases high alternative use values, of sites in 
Westminster, the likelihood is that many of these small schemes just would not come forward 
if the threshold were lowered beyond 10 units/1000 sq m.  This would have a negative impact 
on housing delivery overall.  
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Figure 5: City of Westminster Residential Units by Size of Scheme Jan 2006 to Dec 2008  

Scheme Size (Total Net 
Res Units) 

Total No of 
Schemes 

Total Net 
Units 

Units as a 
% of total 

Total Net 
Res sq m 

Res sq m 
as % of 
total 

Schemes 
as % of 
total 

1 to 4 units 350 591 19% 112,100 22% 76% 

5 to 9 units 68 469 15% 79,928 16% 14% 

<= 9 units 418 1,060 34% 192,028 38% 90% 

10 to 14 units 19 236 7% 44,887 9% 4% 

15 to 24 units 9 181 6% 28,565 6% 2% 

25 to 49 units 6 206 7% 30,087 6% 1% 

50+units 10 1,464 47% 210,186 42% 2% 
Total 462 3,147 100% 505,753 100% 100% 

Source: City of Westminster Decision Analysis System 

Figure 6: City of Westminster Residential Units by Sq m of Scheme Jan 2006 to Dec 
2008  

Scheme Size (Total Net 
Res Units) 

Total No of 
Schemes 

Total Net 
Units 

Units as a 
% of total 

Total Net 
Res sq m 

Res sq m 
as % of 
total 

Schemes 
as % of 
total 

0 to 500 sq m 316 583 19% 60,965 12% 68% 

500 sq m to 1,000 sq m 60 268 9% 40,839 8% 13% 

Up to 1,000 sq m 376 851 27% 101,804 20% 81% 

1,000+ sq m 86 2,296 73% 403,949 80% 19% 

Total 462 3,147 100% 505,753 100% 100% 

Source: City of Westminster Decision Analysis System 

59. It is clear that reducing the threshold below the 10 units/1,000 sq m level would bring about a 
big increase in workload entailed in assessing scheme viability, with comparatively modest 
return in terms of additional affordable housing procured.  This would be particularly the case 
since the difficulties of on-site and off-site delivery of affordable housing increase as site size 
falls.   

60. The approach to securing contributions of these smaller sites below 10 units/1,000 sq m, if 
this was to be considered in future would probably demand a different approach based 
entirely on securing contributions in lieu of affordable housing provision.  This is an issue the 
City of Westminster might consider investigating, given that there is no clear evidence that 
smaller schemes are inherently less profitable than larger schemes.  
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Conclusions  

61. The proposals set by the City of Westminster for a threshold at which affordable housing 
policies to apply on sites capable of accommodating an additional 10 dwellings or an 
additional 1,000 sq m (gross) housing floorspace are consistent with the evidence in the 
London Plan Further Alterations7

62. The 1,000 sq m threshold is also consistent with the London Plan policy 3A.11 and draft 
London Plan (October) 2009 policy 3.14 which state that Boroughs should normally require 
affordable housing provision on a site which has the capacity to provide 10 or more homes.   

, the policies of which form part of the consolidated London 
Plan. This document states that London as a whole meets the PPS3 test under which local 
authorities can set a threshold of less than 15 units provided it is viable and practical.  

63. DTZ have used the viability model employed in the forthcoming Affordable Housing Viability 
Study to assess the viability of the smallest development archetypes, which entail 
developments of between 5 and 15 units.  The broad pattern suggests that these archetypes 
that would be expected to provide affordable housing under the proposed policy would be 
able to deliver at least 10% affordable housing across the majority of the City where land 
values are deemed to be no higher than £40 million per hectare, and in some areas could 
deliver 20%. 

64. However the analysis shows how the feasibility of small schemes above the threshold 
delivering 10% or 20% affordable housing is very dependent on the particular location of the 
scheme in terms of the prevailing values in that location.  This reinforces a key message of 
the overall viability appraisal and this paper on threshold policy that it is important the level of 
affordable housing provision to be made on a particular site should be assessed on a case by 
case basis. 

65. The one archetype which would not be expected to deliver any affordable housing because it 
falls below the proposed threshold would only be able to deliver a contribution of affordable 
housing across most of the value geographies in Westminster if land values are below around 
£15 million, and in many areas quite a lot less than this.  The findings support the setting of a 
threshold at an additional 10 units/1,000 sq m of additional external floorspace. 

66. The modelling therefore indicates that the 10 unit/1,000 sq m threshold is consistent with 
viability and is further supported by analysis of schemes awarded planning permission that 
are just above the existing threshold where affordable housing contributions have been 
achieved. 

67. Examination of data on planning approvals indicate that a threshold of 10 units/1,000 sq m will 
bring a manageable number of schemes within the scope of affordable housing policies and 
deliver a valuable number of additional affordable housing units in the long run.  The City of 
Westminster has been operating a threshold of 10 units since 2006 without difficulty. However 
reductions in the threshold would add significantly to the administrative costs of the system, 
for relatively modest gains.   

 
7 It was the Further Alterations evidence that commented that a 10 unit threshold was viable and practical in London.  
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68. Moreover there are good grounds for thinking that it would become increasingly difficult to 
secure either on-site or off-site provision of affordable housing units in connection with 
schemes of less than an additional 10 units/ 1,000 sq m of additional floorspace.  Such a 
requirement for affordable housing might also deter some developers from bringing forward 
schemes.  

69. It is therefore likely that if affordable housing policies were to be extended to these smaller 
schemes a more satisfactory arrangement would be to investigate a system of standard 
payments in lieu of affordable housing provision. It has not been part of DTZ’s commission to 
examine the feasibility of such a scheme.  Careful consideration would need to be given to the 
administrative costs of operating such a scheme and the impact on the industry, relative to the 
benefits.  

70. In conclusion, examination of the appropriateness of the proposed threshold shows that it can 
be considered both reasonable and practical. It is also considered viable in most 
circumstances in most parts of Westminster. 
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Appendix 1 

Map of the 17 Value Geographies identified across Westminster 
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