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Position Statement for the West Oxfordshire District Council Affordable 
Housing Viability Study 
 

1 Introduction 
 
1.1 Policy context 
 
This document represents a Position Statement with respect to West Oxfordshire 
DC’s Affordable Housing Viability Study, the Draft Final Report of which was 
completed in November 2009.  
 
The final report provided three main options for policy setting based on viability.  
These were to: 
 

≠ Retain the current policy target of 30% in Witney and Carterton and 50% 
elsewhere in the District.  [It was stated that] we do not think that this is a wholly 
inappropriate policy from a viability perspective although the split may be too 
crude and is probably not ambitious enough at the lower end of the market. 

≠ Introduce a split target which is more directed.  [It was stated that] This would 
adopt a policy of 35% in Carterton and Witney, 40% in Eynsham, Mid Rural and 
Rural East, Rural South, Chipping Norton and Rural North and Woodstock and 
Rural East – and – a target of 50% in Prime West Oxon. 

≠ [It was stated that] A third option is a more refined one.  This would follow the 
same split as the second option.  However it would recognise that Witney has a 
higher and a lower value area and as such a 40% target might be attainable in 
some locations, but with the rider that grant would routinely need to be available 
to bolster the target in weaker value areas. 

The Draft West Oxfordshire Core Strategy 2011set out the Council’s policy following 

the viability analysis.  Policy CS10 (Affordable Housing) states that: 

‘On undeveloped sites at least 50% of the proposed dwellings should be affordable 

homes. 

[and] 

On other types of land:  

in Witney and Carterton at least 35% of proposed dwellings should be affordable 

homes  

elsewhere at least 40% of proposed dwellings should be affordable homes’.   

The policy adopted a split target approach in two ways.  First, between undeveloped 

and developed sites, and second, between areas, with, in the case of the latter, at 

least 35% being sought in Witney and Carterton, and at least 40% being sought 

elsewhere. 
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1.2 Significant changes since the Viability report of 2009 

A number of changes have occurred since Three Dragons completed their study in 

November 2009.  These changes can be summarised in terms of political change 

and market change. 

Planning 

An election has taken place since the publication of the 2009 report.  The 

implications for planning and housing delivery are far reaching.  A number of policies 

have been catapulted into the public domain with important implications for the 

house building industry.  Most significant of these are the intention to abolish 

Regional Spatial Strategies, the Localism Agenda and the New Homes Bonus.  The 

dual messages of growth and local autonomy have been, it is fair to say in many 

quarters, interpreted as leading to a state of planning paralysis.   

A recent amendment to the Localism Bill amendment adds a new consideration to 

make "any local finance considerations" material to an application.  The amendment 

was introduced following concern that the Government’s flagship New Homes Bonus 

policy, which aims to incentivise the building of new houses for local authorities, 

would be open to legal challenges if town halls made planning decisions based on 

financial incentives. 

Amongst this plethora of initiatives may lie an irony: that the impetus to develop may 

in some locations end up producing more housing than would otherwise have been 

delivered under RSS. 

Until national policy becomes coherent, it is difficult to say how these various policy 

flyers will work through into delivery, if at all.  There is strong opposition from 

amongst both the development industry and the planning institutions. 

Housing 

On the housing front, the most significant change is the introduction of Affordable 

Rent housing.  This is an Affordable Housing tenure which allows a Registered 

Provider to let units at up to 80% of the open market rent.  Government’s intention 

here seems to be allow housing associations to develop housing more viably and 

thereby boost the supply of housing overall. 

As housing associations can replace Social Rent with Affordable Rent, the revenue 

in theory rises.  In large parts of the Midlands and the North, the new tenure will 

make only a marginal difference.  In the South and London, it will generate greater 

revenue, although recent research has shown (GVA) that the new tenure will only 

begin to cover build costs in a number of Central London locations. 
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This, combined with the obviously linked affordability challenge in the South and 

London, along with the evidence emerging from many Strategic Housing Market 

Assessments, showing a greater needs for Social Rented homes, makes it difficult to 

be optimistic about the future success of the policy. 

The market 

The housing market appears to be diverging with areas of the North and Midlands 

seeing lower prices and those in the South and Greater London seeing price 

increases. 

In some respects this follows a traditional pattern of ‘ripple effect’.  Prices in Greater 

London have risen significantly in some boroughs since 2010 and have risen in 

some measure in all boroughs. 

Prices in higher value locations such as West Oxfordshire have also risen over the 

past few months (see Section 2 below). 

In some measure this may be to do with lower development rates, which is a supply 

side impact.  However, pure shortage only goes so far towards explaining why house 

prices rise and fall. 

Significant also is the level of credit, and there seems to be a general agreement 

amongst housing professionals that a lack of credit, as it affects in particular First-

Time-Buyers, is exerting a downward pressure on prices. 

Thus some balancing is occurring.   

For developers, the lack of credit is significant.  This seems to be most significant for 

smaller developers and those who do not already have land banked.   

The impact on development is not seen, as in the two previous recessions of the 

early 1980s and 1990s, in higher interest rates, but in a sheer difficulty in accessing 

funding. 

The longer term 

Clearly, the Council’s policy will need to apply over the Plan period.  At the moment, 

this can be regarded as the ‘long run’.   

Changes over the long run are difficult to project.  Historically the housing market 

has grown strongly, well in excess of the rate of inflation and indeed of build costs.  

There is no evidence to suggest that over the longer run this will not happen. 

It is also clear however that the early growth seen in 2010 has lost momentum since 

the Summer of 2010 and with it, housing market stimulus. 
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In the short run therefore, the Council will need to be flexible in its approach to 

housing and Section 106 delivery particularly where it wishes new development to be 

built or where sites have stalled due to market change.   

In the case of the latter, The Coalition government are encouraging a flexible 

approach.  In a ministerial statement issued following the Budget, Decentralisation 

Minister Greg Clark said that "all local authorities should reconsider section 106 

agreements that currently render schemes unviable, and where possible modify 

those obligations to allow development to proceed". 

2 Market change and its impact in West Oxfordshire 

2.1 Values and costs 

Two main variables are significant in assessing the impacts of market change since 

October 2009 and today.  These are house prices and build costs. 

We have looked at these two key variables over the period between October 2009 

(baseline date for the Viability Study), and March 2011 (the latest date for which 

house price data is available from HM Land Registry). 

It will be recalled from Section 2 of the main report of November 2009, that we are 

concerned to a significant extent with the relationship between values and costs, as 

set out in the diagram below: 

Figure 1 Theory of the Section 106 process 

 

For Oxfordshire as a whole, prices have risen by 5% between October 2009 and 

March 2011. 
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The data for this is shown in Appendix 1 of this report. 

On the costs, side, the RICS BCIS (Building Cost Information Service) shows that 

costs have risen also by 5%.  These costs relate to the South East and are 

measured between Quarter 4 2009 and Quarter 2 2011 (this is a forecast). 

The net impact of an equivalent increase in values and costs is to make 

development more viable. 

This is because the gross development revenue of a scheme in a location such as 

West Oxfordshire is likely to be higher than the costs: 5% of a larger number is more 

than 5% of a smaller number.  This means, all considered, a higher residual value for 

sites. 

2.2 Residual values 

We have run the price and cost increases through the West Oxfordshire Viability 

Toolkit.  The results are shown in Figure 2 below: 

Figure 2 Residual values October 2009 versus March 2011 

 

The graph shows residual values (£ million per hectare) for a typical 40 dwelling per 

hectare scheme.  This adopts the same assumptions as in the main report of 

November 2009, but with house prices, build costs and Social Rents all increased by 

5%. 
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Figure 2 shows that in every scenario, residual value is higher in 2011 than in 2009.  

This follows logically from the assumption that an equivalent increase in prices and 

costs will lead to a higher residual value. 

The residual value increases are not significant, particularly in absolute terms at the 

lower end of the market. 

In a mid market location such as Higher Value Witney, an increase in residual value 

of around 6% is seen between October 2009 and March 2011. 

The overall conclusion that can be reached here is that land values (in so far that 

these reflect residual values) have not fallen since our main report; quite the reverse, 

they are likely to have increased. 

With this, the scope for affordable housing contributions is increased.  Of course, the 

ultimate test of viability is whether residual values for residential development have 

increased relative to other uses.  We have no evidence to suggest that this is not the 

case, and would stress that the Council can take account of these variations on a 

site by site basis using the Viability Toolkit. 

The assumptions underlying the analysis in Figure 2 above is given in Appendix 2. 

3 The impact of Affordable Rent on viability 

As discussed in Section 2, a key potential tenure change may see an increased 

provision in Affordable Rented housing at the expense of Social Rented housing. 

We do not consider here the merit of either tenure in terms of its affordability and 

ability to meet housing needs; only the impact on the viability of schemes.  In doing 

so, the Council will need to satisfy itself that Affordable Rent is an appropriate tenure 

to deliver in a location such as West Oxfordshire where house prices and open 

market rents are already very high in relation to most other areas of the country. 

Figure 3 sets out a comparison of residual values based on a range of sub markets 

in West Oxfordshire.  The chart compares: 

≠ Residual values as at Oct 2009 based on 70% Social Rent and 30% Shared 

Ownership; 

≠ Residual values as at March 2011 based on 70% Social Rent and 30% Shared 

Ownership; 

≠ Residual values as at March 2011 based on 70% Affordable Rent and 30% 

Shared Ownership (i.e substituting Social Rent with Affordable Rent); 

The graph shows that for a 40 dph scheme a combination of Affordable Rent and 

Shared Ownership provides the highest residual values. 
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The residual values are higher than for the March 2011 ‘baseline’ analysis which 

included 70% Social Rent and 30% Shared Ownership.  Since that scenario 

produced higher residual values than for the October 2009 baseline (70% Social 

Rent and 30% Shared Ownership), it follows that a scheme with a high proportion of 

Affordable Rent developed now, is likely to produce significantly higher residual 

value than for a scheme developed in October 2009 at the baseline position. 

Figure 3 Impacts of Affordable Rent by comparison with baseline 

scenarios (2009 and 2011) 

 

4 Conclusions 

This analysis has looked at the impacts of market and policy change since October 

2009.  Two main changes have been considered: the effect of changing selling 

prices and build costs, and, the impact of Affordable Rents on residual value. 

In both instances in West Oxfordshire, the impacts are to increase residual value, 

which, all other things equal, have the impact of making schemes more, rather than 

less viable. 
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We thus conclude that the findings of the main study published in November 2009 

are robust today.  This means that the policy options offered in the 2009 report are 

robust, and as far as we can reasonably forsee over the Plan period, are also robust. 

That being stated, the Council will need to be wary of the very difficult policy 

environment in which the development industry currently operates.  Until greater 

clarity of planning direction is given at the national level, then the Council should 

maintain a flexible approach in order to maintain development momentum and to 

deliver Section 106 contributions. 
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Appendix 1 Change in market prices and build costs 

Change in market prices: 
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Change in build costs: 

 

Costs: 
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Q4 2009 – 212 

Q2 2011 (Forecast) – 223 

Therefore increase of 5% 

Affordable Rents 

  OMR  Affordable Rent 

  Monthly Weekly AR @ 80% OMR 95% Occupancy Say  

2 Bed Flat £700 £162 £129 £123 £125 

2 Bed Terr £750 £173 £138 £132 £130 

3 Bed Terr £900 £208 £166 £158 £160 

3 Bed Semis £925 £213 £171 £162 £165 

3 Bed Det £1,200 £277 £222 £210 £210 

4 Bed Det £1,500 £346 £277 £263 £265 

 

 

 

Appendix 2 Example 



Affordable Housing Viability Study – Position Statement May 2011 Page 12 

 

 

 



Affordable Housing Viability Study – Position Statement May 2011 Page 13 

 

 

 



Affordable Housing Viability Study – Position Statement May 2011 Page 14 

 

 

 



Affordable Housing Viability Study – Position Statement May 2011 Page 15 

 

 

 



Affordable Housing Viability Study – Position Statement May 2011 Page 16 

 

 

 



Affordable Housing Viability Study – Position Statement May 2011 Page 17 

 

 

 



Affordable Housing Viability Study – Position Statement May 2011 Page 18 

 

 

 

 

 


