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Executive Summary

T

his study was conceived as a way of
exploring the current state of local
planning authority (LPA) practice
with regard to the provision of affordable
housing through Section 106 (S106)
against a background of rapidly changing
policy and practice. Much of the discussion
has so far been anecdotal; therefore this
study was designed to fill this gap in our
knowledge. The study presents the
findings from a large-scale survey of all
local authorities to which 117 responded,
and in-depth telephone interviews with a
sub-set of 14 respondents.
Since the research was commissioned, policy
emerged in the form of Planning Policy
Supplement 3: Housing (PPS3). The study
explored how LPAs are responding to the new
policy, and what impact they believe it will have.
The study also looked at LPA participation in
Housing Market Assessments and the perceived
impacts of the proposed Planning Gain
Supplement (PGS).
The study found that in many LPAs, policy on
affordable housing is in a state of flux, with
changes either recent or underway. Policy is by no
means consistent across the country. Whilst the
data show that more affordable housing is being
delivered through S106, few LPAs meet their
affordable housing targets.
There is great variation in what different LPAs
manage to deliver through S106. Policy is far
clearer and more robust in some LPAs, which
means that developers know what to expect and
which gives the LPA stronger grounds for
negotiation. Some areas have only recently
experienced housing pressure, and thus have little
experience at negotiating S106 agreements.
www.rics.org/research

Practice with regard to S106 negotiations varies
between LPAs. Some have a model S106
agreement available for developers, a dedicated
team working on S106 and affordable housing
and a clear structure and set of expectations for
the negotiation process. However, many LPA
representatives interviewed for the study were not
even clear whose responsibility it was to deal with
S106 and affordable housing. This suggests that
‘best practice’ is yet to be taken on board by
many LPAs, and there is scope for improvement
in most LPAs.
Many LPAs complained of problems in S106
negotiations. The most common was the difficulty
in countering developer claims that the site would
be unviable with the proportion of affordable
housing sought by the LPA. This suggests that
there is still considerable scope for improving the
skills of the planning, housing and legal
department members who are involved in
negotiating S106 agreements, particularly in
understanding development economics.
The introduction of PPS3 was welcomed particularly
for the change in the definition of affordable housing
and the ability to reduce the site thresholds above
which affordable housing has to be provided. Its
impact on the provision of affordable housing seems
more uncertain. The majority of LPAs registered
concern over the possible introduction of PGS. Most
felt they would lose control of how the funds were
spent at the local level.
Housing Market Assessments (HMAs) also
produced mixed feelings. Whilst most planners felt
that HMAs would increase their knowledge base,
they expressed concern over how resource intensive
they were to conduct. The difficulty of acquiring the
data and of co-ordinating HMAs between different
LPAs were also seen as problematic.
RICS Research
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1 Introduction

T

he delivery of affordable housing
through Section 106 (S106) has
now become the major mechanism
for achieving additional affordable
housing. Government statistics show
that S106 completions totalled just
over 55% of all affordable housing
completions/acquisitions in 2005
(Housing Strategy Statistical Appendix).
Recent proposals for changing the S106
approach, particularly moving to a formal
tariff as recommended by the Barker
Review of Housing Supply of 2004 are
under consultation.
However, new guidance on Strategic Housing
Market Assessments (HMAs) and on
delivering size, type and affordability initially
promised for 2005 were only published in
March 2007.
This study was initiated in response to the call
for research proposals by the RICS Education
Trust Awards of December 2006, who funded
this research. The study began in February
2007 and was completed in May 2007.
The motivation behind the research was
initially the vacuum in which local authorities
were working created by the lack of policy
regarding S106 and affordable housing.
Since this study was proposed, Planning Policy
Supplement 3: Housing (PPS3) has been
published to provide policy and guidance
in this area.

8
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These changes have created a period of
uncertainty for planning authorities and
developers alike. It has been a time of
adjustment for local authorities as they
respond to the new policy environment.
The situation is likely to change again as
the proposed Planning Gain Supplement
(PGS) adds further uncertainty and complexity.
Given the importance of S106 in providing
affordable housing and this period of
uncertainty and change, it has therefore been
a timely moment to explore how local
authorities are dealing with the provision
of affordable housing and S106 in practice.

1.2

Aims

The aims of this study were as follows:


To provide an up to date picture of how
S106 is working on the ground to deliver
affordable housing.



To identify how HMAs are being taken
forward by local authorities, and how they
are being used to shape affordable housing
policy at the local level.



To identify the impacts of recent policy
changes, such as PPS3, on the use of
S106 and affordable housing policy
and provision.



To assess what local authorities believe
the impact of the proposed PGS will be
on affordable housing provision.

The provision of affordable housing through Section 106: the situation in 2007

1.3

Methods

A comprehensive review of the relevant
policy background and the recent changes
was undertaken.
An email survey of all local planning
authorities was conducted (see Appendix
for the questionnaire). This questionnaire was
piloted with a small number of local authorities
before being distributed to all LPAs. Through
previous research CCHPR have contact
details of many LPA members dealing with
S106 and affordable housing. Telephone
enquiries to other LPAs helped to ascertain
who the appropriate person was to complete
the survey.
The questionnaire explored current affordable
housing policy, including how affordable
housing is defined, what targets have been
set, whether these are site-specific, and
whether the mix of tenure is specified. The
survey collected data on affordable housing
delivery over the past two years and what
percentage of this had a S106 contribution.
The questionnaire asked for site-specific data
where available. The survey ascertained the
status of each local authority’s HMA, and what
data informed policy on affordable housing.
Planners were asked to comment on recent
policy changes.

1.4

Research Questions

Specific questions were addressed through
the research. These included:
1. How important is S106 in providing
affordable housing?
2. What issues arise in S106 negotiations?
3. Is the policy moving from individual site
negotiations around the target set for
affordable housing to a more formulaic
tariff or tax?
4. How is the mix of tenure and the size
and type of housing determined on
individual sites?
5. How are planning authorities dealing with
Housing Market Assessments (HMAs)?
6. How do local authorities see the likely
impact of the new PPS3 and its
accompanying Advice Note on Affordable
Housing Delivery?
7. What impact do planning authorities feel
PGS may have?

Telephone interviews were then conducted
with a sub-sample of fourteen local authorities
chosen based on the survey data. These
reflected a range of contexts. The interviews
allowed a more detailed exploration of how
S106 is working in practice.

www.rics.org/research
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2 Literature and policy review

2.1

Problems of housing supply

The basic objectives of national housing policy
are reflected in the phrase: a decent home
for every family at a price within their means.
The fundamental objective of housing policy
is to provide enough homes for every
household through the general market and
the intermediate market (that includes
‘affordable’ housing, shared ownership and key
worker housing), as well as the social rented
sector. This objective is intimately linked to the
objective of ensuring that housing is affordable
and that house prices do not adversely affect
the wider economy (Stephens et al 2005).
Many housing policies have been successful
when judged in their own terms. An evaluation
of housing policy 1975-2000 found that over the
period as a whole access to owner-occupation
and to private renting increased and in many
parts of the country social renting is reasonably

“

available (Stephens et al 2005). Affordability
has been maintained for the vast majority
of households despite the reduction in and
restructuring of subsidies. All of this has been
against a background of ownership restructuring
and increasing partnership in development and
regeneration (Stephens et al 2005).
However, supply mechanisms are not providing
sufficient amounts of new housing for the
market, intermediate (‘affordable’) or social
rented sectors (Stephens et al 2005).
Demand for housing is increasing over time,
driven primarily by demographic trends (ageing
and migration) and rising incomes. Yet in 2001
the construction of new houses in the UK fell
to its lowest level since the Second World War.
Over the ten years to 2002, output of new
homes was 12.5 per cent lower than for
the previous ten years (Barker 2004).

The basic objectives of national housing policy
are reflected in the phrase: a decent home for
every family at a price within their means

”

10
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The Minister for Housing and Planning reiterated
this lack of affordable housing: “We have not
been building enough homes for a generation…
we have been building too few homes to meet
demand since at least the early eighties.
Over the last three decades of the twentieth
century we saw a 30 % increase in the number
of households and a 50 % drop in the level of
house building. That is unsustainable.” (Yvette
Cooper 20/09/06). She commented on how the
lack of supply affects affordability; “If we carry on
with the levels of house building we have seen
it will not be long before less than a third of new
households are able to afford their own home.”
(Yvette Cooper 30/06/05).
The Barker Review of Housing Supply Final
Report (2004) was concerned with the issues
both of volatility in the housing market and of
the long-term supply of homes. It concluded that
whilst the impact of changes in housing policy
on affordability presents a complex picture, the
consequences of the failure to provide sufficient
new housing are clear. House prices have risen,
favouring existing owners above new households
(Barker 2004), thus housing affordability has
worsened for new households (Stephens et al
2005). This issue of rising affordability problems
has been well documented, notably by Wilcox
(2003, 2005, 2006) and, highlighting the
particular problems for rural areas, the
Affordable Rural Housing Commission (2006).
The government’s response to Barker’s
recommendations to increase housing supply
has been to concentrate additional supply in
the Growth Areas already announced in the
Sustainable Communities Plan (ODPM, 2003).

www.rics.org/research

2.2
Policy Instruments
for New Affordable Housing
Provision: Section 106
Traditionally local authorities in England
provided new affordable housing with the aid of
central government subsidy. After 1974 housing
associations – independent not-for-profit
bodies – became increasingly important in new
provision. Until the 1990s, the main mechanism
for delivering new affordable housing was the
purchase of sites at market prices by housing
associations in order to provide rented housing
with the aid of public subsidy to enable the new
dwellings to be let at affordable, below market,
rents. An initiative in 1989 allowed rural
planning authorities exceptionally to grant
planning permission for low cost homes on
sites which would not otherwise be developed
at all. From this beginning, policy instruments
for securing new affordable housing through
the planning system emerged (DETR, 1998;
DTLR, 2000; Crook et al, 2006).
The current policy on provision of affordable
housing through the planning system operates
through Section 106 of the Town and Country
Planning Act 1990 as amended by Planning
and Compensation Act 1991 (Stephens et al
2005). Section 106 agreements can be used
in the context of a planning permission to
provide mitigation against the impact of
development, such as additional infrastructure,
or – increasingly – to require the inclusion of
affordable housing requirements. They allow
local authorities to seek cash or contributions
in kind from developers to mitigate the impact
of development. This is intended to ensure that
local residents are essentially no worse off as
a result of the development (Barker 2006).

RICS Research
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Section 106 has three distinct objectives, that
of providing the land for affordable housing;
providing mixed communities and a mix of
affordable housing appropriate to the area;
and increasing financial contributions, implicit
and explicit, from developers and other
stakeholders (Stephens et al 2005).
Presently some 6.9 per cent of all planning
permissions have planning obligations attached
(Barker, 2006). Major residential developments
are the most likely to have section 106
agreements, with the proportion rising from 26
per cent of permissions in 1997-98 to 40 per
cent of permissions in 2003-04. A greater
proportion of major applications have section
106 agreements attached in the South East
(40 per cent) than in the North East (7.5 per
cent) (Barker 2006). Approximately £1.15 billion
worth of planning obligations were delivered
across England in 2003-04 (Barker 2006).

2.3
Using Section 106
in Practice
A number of problems have been identified
in using S106 in practice. Government
consultation on a proposed Planning Gain
Supplement (PGS) in 2005 found that
S106 has had highly variable application
(CLG, 2005). Due to differences in skills and
capacity, there are wide variations between
local authorities as to the size and type of
contributions sought. Barker reported that
although the variability in Section 106
contributions makes any attempt to calculate
average values hazardous, S106 values
achieved are around 5 times higher in the
South (£753,000 per site) than the North of
England (£148,000 per site), and contributions
secured are also higher for greenfield than
brownfield sites (Barker 2006).
12
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Negotiating Section 106 agreements can
lead to delays in the granting of planning
permission. In around 45 per cent of cases
(around 11,500 developments) these take
more than six months to complete and 11 per
cent (around 3,700 developments) take over a
year to negotiate (Barker 2006). Section 106
agreements, arising partly from indeterminacy
of process, can cause delay and frustration.
There are also concerns about the specialist
skills required of planners in negotiating
complex S106 agreements (Barker 2006).
The Consultation on PGS found that
stakeholders feel there is a lack of
transparency in the system, and that
developers face a lack of certainty over what
contributions will be required (CLG 2005).
However, a recent review of the provision of
affordable housing through S106 found that
in the vast majority of cases, once the
development process gets under way, the S106
agreements are implemented in full (Monk
et al 2006). Whilst this research led to the
conclusion that S106 agreements need to be
better specified, and that monitoring is poorly
developed, it argued that the current system
works reasonably well. It posited that S106 is
largely accepted, and concluded that improving
what has become accepted practice could have
a greater chance of working than the more
radical changes proposed by the Government
such as the PGS (Monk et al 2006).

The provision of affordable housing through Section 106: the situation in 2007

2.4

A Changing Policy Context

Recently there have been a number of
changes to the housing and planning policy
context. In 2005, Kate Barker was asked by
the Government to conduct an independent
review of the land use planning system in
England. The terms of reference asked her to
consider how, building on recent reforms, the
planning system could better support economic
growth in the context of delivering its wider
sustainable development goals. An interim
report was published in July 2006, highlighting
the ways in which the planning system can
impact on productivity growth. The Government
will set out in a White Paper, in spring 2007, its
proposals in response to her recommendations
for improving the speed, responsiveness and
efficiency in land use planning.

www.rics.org/research

Housing and accompanying advice and
guidance have also been developed in response
to recommendations in the Barker Review
of Housing Supply in March 2004.
The Government’s Response to Kate Barker’s
Review of Housing Supply, published alongside
the 2005 Pre-Budget Report, set out a package
of measures to increase housing supply and
improve affordability, including a target to raise
the number of new houses being built to at least
200,000 net additions per year by 2016.
Whilst the pre-budget report of November 2006
argued that some progress has been made,
it also said that new housing supply will have
to rise given the expected demand due to
demographic change. It also highlighted Barker’s
findings that a lack of affordable housing has
been one result of planning strategy being
poorly aligned with the economy.

RICS Research
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2.5
Planning Policy
Statement 3: Housing (PPS3)
The Government is therefore bringing forward
further measures to increase and speed up
the delivery of new, sustainable housing. The
publication of Planning Policy Statement 3:
Housing (PPS3), which replaces the previous
PPG3, is designed to ensure that local and
regional plans are more responsive to housing
markets and that they release more land to
meet future housing requirements (Pre-budget
report 2006). A principal aim of the new
PPS3 is to underpin the Government’s
response to the Barker Review of Housing
Supply and the necessary step-change in
housing delivery, through a new, more
responsive approach to land supply at the
local level (CLG 2006B).
PPS3 outlines the key role that the planning
system has in the delivery of affordable
housing (PPS3, paragraphs 27-30). Local
planning authorities have a leadership role in
turning the spatial vision for their area into a
Local Development Framework (LDF), to guide
and shape development over the next 15-20
years (CLG 2006B). The LDF and its
constituent Local Development Documents
will play a key role in the provision of
additional affordable housing (CLG 2006A)
PPS3 stipulates that in Local Development
Documents, Local Planning Authorities should:


14

Set an overall (i.e. plan-wide) target for the
amount of affordable housing to be
provided. The target should reflect the new
definition of affordable housing in this PPS.
It should also reflect an assessment of the
likely economic viability of land for housing
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within the area, taking account of risks
to delivery and drawing on informed
assessments of the likely levels of finance
available for affordable housing, including
public subsidy and the level of developer
contribution that can reasonably be secured.


Ensure that provision of affordable housing
meets the needs of both current and future
occupiers, taking into account information from
the Strategic Housing Market Assessment.



Set separate targets for social-rented and
intermediate affordable housing.



Specify the size and type of affordable
housing.



Set out the range of circumstances in
which affordable housing will be required.
The national indicative minimum site size
threshold is 15 dwellings. However, Local
Planning Authorities can set lower minimum
thresholds, where viable and practicable,
including in rural areas.



Set out the approach to seeking developer
contributions to facilitate the provision of
affordable housing (CLG 2006B).

Local Planning Authorities are required to
have regard to this statement as a material
consideration when making decisions on
planning applications from 1st April 2007.
One important change introduced by PPS3 is the
definition of affordable housing. Low cost market
housing is explicitly ruled out for the first time.
Instead, low cost market housing is considered to
be a valuable element in providing housing for the

The provision of affordable housing through Section 106: the situation in 2007

whole community. Discounted market housing is
included but only if it is affordable in perpetuity or
there are clear arrangements for recycling funds
back into affordable housing from the sale of
previously discounted housing at market prices.

2.6

Planning Gain Supplement

A further response to the problems identified by
Barker is the proposed Planning Gain
Supplement (PGS). The Government proposes to
scale back the use of S106, and to introduce a
PGS to capture a modest portion of the land
value uplift accruing to land granted planning
permission (Pre-Budget report 2006). Kate
Barker proposed that S106 agreements should
be scaled back to cover only “direct impact
mitigation” plus affordable housing, in order to
“increase certainty” and reduce negotiation costs,
so the Government’s rationale for scaling back
planning obligations is to a) improve the current
system and b) ensure the two systems of PGS

www.rics.org/research

and planning obligations can operate alongside
one another (CLG 2006C). The Government’s
2005 consultation paper on the PPS3 outlined
some principles for a new scaled back system of
negotiated planning obligations, one being that
affordable housing is to be retained within the
scope of planning obligations (CLG 2006C).
In response to the December 2005 consultation
paper on the Planning Gain Supplement, many
respondents raised concerns that the retention of
affordable housing contributions within planning
obligations could undermine the objectives of
speedy negotiations and predictability for
developers, because of the problems experienced
with the current system that particularly affect
affordable housing negotiations.
The 2005 consultation paper proposed to
address some of these problems by seeking
greater consistency in approach between local

RICS Research
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authorities and to prevent attempts to maximise
value capture through the planning system
rather than to address affordable housing need.
The two areas which emerged as those which
would have the greatest impact on improving
the system were clarifying the statutory and
policy basis for securing affordable housing
contributions and giving greater certainty over
the value of the contribution which developers
were expected to make.
In designing the new arrangements, the
Government reports that it is keen to create
a clear and explicit basis for the delivery of
affordable housing through the planning system
(CLG 2006B). In practice, this means reviewing
whether improvements could be made to the
current legal basis for planning obligations, to
make clearer the intended use of planning
obligations for affordable housing contributions.
It will also entail the production of clear policy

16



RICS Research

statements on the provision of affordable housing
through planning obligations, to complement
PPS3. In particular, the new arrangements would
need to make clear in Local Development
Frameworks the link between housing need,
planning policies and the developer contribution
being made (CLG 2006C). The main response
to the 2005 consultation on PGS has been to
undertake a further round of consultation, with
detailed options outlined by HM Revenue and
Customs, the Valuation Office Agency ands CLG,
plus a technical consultation from HM Revenue
and Customs (2006).
Whilst the Government says that “A planning
gain supplement is currently a lead option and
that we had not yet made a final decision”
(John Healey, Financial Secretary, 15/01/06),
it seems that the PGS is a likely policy choice.
The consultation period ended on 28th
February 2007.
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One issue in relation to the proposed
introduction of a PGS together with a scaled
down S106 is that of perverse incentives.
This issue would arise if, as proposed,
the scaled down S106 contribution from
developers is a prior claim on the planning
gain that is available from the site. If a local
authority is located in an area that is
desperately in need of infrastructure but which
has a relatively large social rented housing
stock, there is an incentive for them to reduce
their claims on S106 for affordable housing
in order to ensure that the PGS can be levied
on the largest element of planning gain that
is possible. One example might be a local
authority located within the Thames Gateway
growth area, which is sorely lacking in
infrastructure but has relatively high
proportions of social rented housing. If these
perverse incentives operated across the
country, the amount of affordable housing that
is delivered through S106 – and hence in total
– could be severely reduced.

2.7

Regional Spatial Strategies

Government Offices work with regional partners
to develop, implement and monitor ‘Regional
Spatial Strategies,’ which set out Government’s
planning and transport policy for each region for
a 15-20 year period. The strategies provide
frameworks for determining planning applications,
as well as for preparing both Local Development
Documents and Local Transport Plans.
The role of regional governance within the
planning system is clearer than it was.
Planning and housing boards have merged,
and each region has a timetable for producing
its Regional Spatial Strategy and undergoing
the full consultation process.
www.rics.org/research

2.8
Local Development
Frameworks
Local Development Frameworks (LDFs) set
out the local planning authority’s policies and
proposals for the development and use of land
in their area over a period of up to 10 years.
LDFs must take into account the national and
regional policies issued by the ‘First Secretary
of State’ responsible for planning, which under
the current Government is Ruth Kelly. They
must also be in general accord with the
relevant regional spatial strategy.
The LDF then includes a set of Development
Plan Documents (DPDs) which set out policies
on separate issues. The idea is that individual
DPDs can be updated in the light of
monitoring without the need to revise the
entire plan. Thus when monitoring shows that
particular policies are not working or that
targets are not being met, the policies or
targets can be revised in line with the evidence
so that they are more realistic and achievable.
The LDF documents fall into two categories:
required and optional. The required DPDs are
Core Strategy, Site Specific Allocations, Adopted
Proposals Map, Local Development Scheme
(which is a public ‘project plan’ identifying which
LDDs will be produced, in what order and when)
, Statement of Community Involvement
(demonstrating how and when the community
will be consulted), and an Annual Monitoring
Report (assessing progress).
The optional DPDs are Area Action Plans,
other documents concerned with housing,
employment, retail development etc. They can
also include generic development control
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policies. Supplementary Planning Documents
are also optional and are similar to
Supplementary Planning Guidance which many
authorities issued to provide greater detail
for developers when applying for planning
permission. These may relate to a topic such
as affordable housing, or to individual sites,
particularly large strategic sites.
Some local authorities have included their
current approved Local Plan as a DPD in the
interim, until all the new DPDs have been
approved. Others have chosen not to go down
the LDF route at present, because their
Local Plan adoption process is so recent
(e.g. Cambridge City which has only just held
its Local Plan Inquiry). It is likely that they will
introduce the LDF once their annual
monitoring report identifies the need for
review of particular policies or targets.

2.9
Strategic Housing
Market Assessments
The Strategic Housing Market Assessments
Practice Guidance was published by the
Department for Communities and Local
Government in March 2007. The guidance
sets out how local authorities (both urban and
rural) can develop a good understanding of
how housing markets operate, particularly
in terms of need and demand in their
communities. Reflecting the objectives and
approach set out in PPS3, it is primarily
intended to assist local authorities and their
stakeholders to plan for housing in subregional housing markets (DCLG 2007).
As a minimum, the practice guidance will
enable authorities to derive figures for housing
need and demand in their areas and to
18
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determine what this might mean in terms of
market and affordable housing provision. It will
also allow authorities to develop a good
understanding of housing markets, particularly
in terms of their characteristics and the drivers
of market change. This assessment will provide
authorities with a robust evidence base which
will inform the development of policies in local
development frameworks aimed at providing
the right mix of housing (DCLG 2007).
The DCLG guidance sets out a methodology
which utilises secondary data where possible.
This means that partnerships should not need
to undertake large-scale primary data
collection exercises such as household
surveys to achieve the requirements of this
policy approach, provided that they have
sufficient information from other sources to
estimate housing need and demand. These
sources may include surveys undertaken by
local authority housing departments for other
purposes, such as tenant satisfaction surveys
(DCLG 2007). Working with regions,
housing market partnerships should develop
comprehensive strategies for monitoring
housing markets and updating housing market
assessments, having regard to existing
monitoring guidance. This suggests that
partnerships should not need to undertake
comprehensive assessment exercises more
frequently than every five years (DCLG 2007).

The provision of affordable housing through Section 106: the situation in 2007

2.10 Affordable Housing:
The Numbers
Crook et al (2006) provide an analysis of the
output of affordable housing using S106. The
total output of new affordable housing over
the period 1999-2000 to 2004-05 is shown
in Table 1.

Table 1: Affordable Housing Completions
1999/00

2000/01

2001/02

2002/03

2003/04

2004/05

North East

2,621

2,241

624

328

585

644

North West

5,698

5,717

2,374

3,022

2,565

2,531

Yorks &
Humber

2,036

1,940

1,456

1,330

1,736

1,232

East
Midlands

4,190

4,350

1,846

1,837

1,906

West
Midlands

5,730

5,465

2,858

2,789

2,864

East of
England

4,154

4,328

2,968

2,796

3,485

London

8,114

9,130

7,055

7,377

8,769

8,552

South East

7,766

7,876

7,08

6,148

7,298

7,645

South West

3,917

3,924

3,541

3,164

3,397

3,468

England

44,226

44,971

29,806

28,791

32,605

33,154

Percent
Increase

-

2%

-34%

-3%

13%

2%

1,807

3,410

3,865

Source: Crook et al (2006), page 359
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The government’s HSSA data for 2004/5 and
2005/6 shows that the number of affordable
units completed through the planning system
increased by 31% from 18 175 to 23 869.

In both years the South East, followed by
London and the East of England, completed
the greatest number of affordable units,
as shown in Figures 1 and 2.

Figure 1: Total affordable units completed in 2004/5 by region

Figure 2: Total affordable units completed in 2005/6 by region
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Financial and other contributions received
towards the provision of affordable housing
via planning policy in 2005/6 increased
significantly in comparison to 2004/5. The
amount of discounted or free land received
in 2005/6 in hectares increased from 40
to 2519 nationally. This was due to the South
West achieving a very large increase in land
from only 8 hectares in 2004/5 to 2475
hectares in 2005/6. The amount of financial
contributions received nationally also
increased considerably, from £40 703 000
in 2004/5 to £142 688 000 in 2005/6.
In this case the increase was largely due to
the South East achieving a hefty £103 327
000 in financial contributions in 2005/6, in
comparison to only £11 322 000 in 2004/5.
In terms of tenure, there was a 5% decline
in the proportion of affordable units delivered
as social rented, and an increase of 5% in the
amount of shared ownership between 2004/5
and 2005/6. However, social rented still
accounted for 60% of all completions overall,
whilst shared ownership made up 33% of all
completions in 2005/6.

“

Overall numbers of affordable dwellings
provided depend upon two main factors:
the quantity of Government grant available
and the level of activity in the market sector.
During the late 1990s declines in both
of these elements tended to depress the
capacity to build affordable homes. However
in the early years of the twenty first century
both funding and market activity started
to increase enabling a turn around in the
numbers of affordable dwellings provided.
Reflecting these factors with the lag
necessary for completion, Table 1 shows that
delivery fell sharply between 2000-01 and
2001-02, a fall of over one third. The
improvement since then has been relatively
slow, and output levels (including acquisitions)
are only about 75% of the levels of the turn
of the century.

...in the early years of the twenty
first century both funding and market
activity started to increase enabling
a turn around in the numbers
of affordable dwellings provided

”

www.rics.org/research
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Table 2 shows the number of affordable units
completed with the aid of S106 contributions.
Table 2: Affordable Units Completed through the Planning System
1999/00

2000/01

2001/02

2002/03

2003/04

2004/05

North East

442

290

206

160

133

186

North West

550

777

785

733

812

631

Yorks &
Humber

289

336

502

515

760

681

East
Midlands

691

778

761

1,155

898

1,294

West
Midlands

1029

660

985

1,117

1,199

1,672

East of
England

1194

1,103

1,511

1,780

2,426

2,710

London

1842

1,958

1,904

3,153

3,895

3,725

South East

2553

2,298

2,394

2,923

3,577

5,327

South West

654

1,097

1,255

1,056

2,680

1,949

England

9,244

9,297

10,303

12,592

16,380

18,175

Percent
increase

-

1%

10%

18%

23%

10%

Source: Crook et al (2006) page 360

This suggests that S106 has been successful
in maintaining provision against a background
of falling levels of public subsidy. Only when
the government starts to increase finance do
output levels rise. Crook et al demonstrate this
by looking in more detail at S106 completions.
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Figure 3: The provision of affordable housing through the planning system

Source: Crook et al, 2006, page 361

Figure 3 shows that S106 output has risen
by almost 50% since 1999-200 and are
now above the levels originally thought to be
achievable in absolute terms, though not as
a proportion of private sector completions.
S106 completions have risen from around 5%
to perhaps 12% of total private completions
since 1999. This is still below the potential
given local authority targets, but is expected
to rise towards 15% fairly rapidly.
However, S106 is insufficient to offset the
decline arising from reductions in public subsidy.
In 1999-2000 S106 completions accounted
for only 21% of all housing completions, but this
had risen to 55% in 2004-05. Even then, S106
completions are clearly not enough to substitute
for the decline in affordable homes achieved in
the traditional way with government grant to
housing associations – S106 completions rose
www.rics.org/research

by 30% but the total rose by only 15%. There is
still a long way to go to get back to the position
at the turn of the century when total output
was 45,000 units compared with 33,000
in 2004-05.
Since 1974 the Housing Corporation has been
the major provider of capital finance for RSLs,
using the Approved Development Programme
(ADP) which is the chief mechanism for this
funding (CLG 2007). ADP accounted for the
funding of 50% of affordable housing in
2005/6. The amount delivered with no support
increased from 18% in 2004/5 to 25% in
2005/6. The remainder is funded through a
mixture of subsidy and developer contribution.
The number of S106 affordable units granted
permission increased by 18% from 36 616 in
2004/5 to 43 368 in 2005/6. S106
RICS Research
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completions as a percentage of all
completions increased from 55% to 61%
nationally. There is a significant regional
variation within this. For example, in 2005/6
70% of total affordable completions were
S106 completions in the South West, the
South East and the East Midlands. However,
only 35% in the North West and 36% in the
North East were S106 completions.

By 2004-05 the proportions had changed
to 13% in the North and 16% in the Midlands
– significantly more in line with housing
pressure. However, the shift had mostly taken
place by 2001-02, before the real expansion
of S106. In that year only around a third of
additional completions were taking place
outside the South. The real shift in activity was
generated by cutbacks in government funding.

The regional pattern is interesting. In the
late 1990s, Crook et al argue that there was
considerable concern about the extent to
which new housing overall and new affordable
housing provision was concentrated in the
North and to a lesser extent the Midlands
(Urban Task Force, 1999). In these regions
housing conditions were often poor but the
emerging issue was low demand and
regeneration rather than increasing numerical
housing pressure in the South (Stephens et al,
2005). Yet the data presented here shows
that 23% of completions were in the North
in 1999-2000 with a further 22 percent in
the Midlands. This is completely out of line
with the projected increases in the total
numbers of households in these regions, and
particularly the likely demand for social rented
housing – both suggest that almost 80
percent of requirements will be in the South
(Crook et al, 2006).

In three regions – East of England, East
Midlands and South East the proportion of
affordable housing delivered through S106
is now over 70% while the average for
England is 55%. London remains significantly
below the England average at 44%, reflecting
the extent to which the traditional means
of delivering affordable housing remains
important. The South West is close to the
England average at 56%.
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Crook et al (2006) conclude from their
analysis of the numbers that although S106
has been successful and is set to increase
further as a proportion of all affordable housing
delivery, that total delivery is still inadequate
because S106 has not been sufficient to
compensate for the reduction in government
grant. The recent government document –
Delivering Affordable Housing – that was
published alongside PPS3 at the end of
2006 states that the government is keen
to encourage affordable housing provision
without grant. So unless S106 can provide
more, the outlook for affordable housing
is bleak.

The provision of affordable housing through Section 106: the situation in 2007

2.11

Summary

Section 106 has been the key instrument used
by planners to secure affordable housing for
over a decade. In 2006 Planning Minister,
Yvette Cooper urged local authorities to make
better use of S106 agreements to deliver more
affordable housing and infrastructure. How local
authorities are implementing S106 in practice
was addressed in this study.
However, it became clear that S106 had many
problems in implementation. The Barker reviews
highlighted these issues, in addition to the
problems of providing housing for the UK’s
changing demographics. Barker argued for the
need for changes to the planning system, key
here is the scaling back of S106 and the
proposed PGS. The Government responded
to these reviews with new policy on housing
in the form of PPS3, which comes into effect
in April this year. It has been consulting on PGS
and it seems that this will be implemented
sometime over the next two years. The opinions
of planners regarding the proposed PGS were
explored in this study.

www.rics.org/research

“

Section 106 remains
a key instrument
for planners to meet
the Government’s
objectives

”

Section 106 remains a key instrument for
planners to meet the Government’s objective
of providing affordable housing. However, this
is against the background of a changing policy
context realised through the new PPS3 and
possibly soon alongside the addition of the
PGS. Given the potential for perverse incentives
this offers, the total quantity of additional
affordable housing may be reduced, rather than
as is hoped, increased. This analysis raises two
key issues. Firstly, can S106 deliver more
affordable housing without grant? And secondly,
will PGS help or hinder planners in their efforts
to deliver more affordable housing?

RICS Research
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3 Findings from the Research

O

ne hundred and seventeen local
authorities responded to the
email survey out of the 363 LPAs
in the country. Figure 4 shows the
distribution of respondents by region.
Not all questionnaires were completed
in full, for example, only 86 of the 117
respondents could provide the number
of affordable houses planned over the
past two years. Asking for planners’
opinions on recent policy changes
received a very good response. However,
the numerical data received regarding
affordable housing was often patchy,
particularly regarding S106 contributions.
This was surprising considering that
planners are supposed to record this
information for the government’s HSSA
database. This suggests that data
collection is perhaps not as robust
as it should be.
Figure 4: Survey respondents by region
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Respondents by region as a
proportion of local authorities
in the region:
South West
Y&H
London
East of England
West Midlands
South East
North East
East Midlands
North West

20%
24%
27%
34%
35%
35%
39%
41%
42%

3.1 Completion of Affordable
Units
Looking at how successful individual local
authorities are in the different regions in
Figures 5 and 6, in both years local authorities
in London and the South East completed the
most affordable units on average, the North
East and North West completed the least.

The provision of affordable housing through Section 106: the situation in 2007

Figure 5: Average number of affordable units per local authority 2004/5

Figure 6: Average number of affordable units per local authority 2005/6
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3.2
Defining Affordable
Housing
A minority of local authorities have no definition
of affordable housing at all; some have far
more detailed definitions than others.
Definitions include housing for social rent,
intermediate housing, low-cost home ownership,
shared ownership and discounted market
housing. These are to be made available to
people whose incomes prevent them from
affording these homes on the open market.

3.3
The Transition from
Local Plans to LDFs
60% of local authorities will be changing
or already have changed their definition of
affordable housing as they move from Local
Plans to LDFs. Many planners commented
that they welcomed the change in definition.

3.4

Affordable Housing Targets

81% of local authorities have an affordable
housing target. There is a lot of variation in
the targets of different authorities. A few have
no target for affordable housing at all, whilst
some have an ambitious 50% target. The
majority of authorities with an affordable
housing target aim for 30%-40%.

3.5

Site Specific Targets

Only 23% of local authorities set site-specific
affordable housing targets. However, it seems
that for many authorities this will change as
the LDF documents replace the Local Plans.
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3.6

Tenure Mix

Over half of local authorities do not specify
the mix of tenure required on developments
where affordable housing is built. 40% of the
planning authorities who responded do have
a fixed requirement for the mix, for example
specifying 70:30 social rented to intermediate
housing.

3.7
S106 Contributions
to Affordable Housing
Contributions to affordable housing from
S106 vary from none at all, to being funded
100% by developer contributions. Nationally
for 2005/6, 55% of affordable housing was
built with S106 contributions (HSSA 2006).
The data in Figures 7 and 8 shows that
whilst many local authorities have S106
contributions on almost 100% of the
affordable housing they provide, a substantial
number have no S106 contributions to their
affordable housing at all. This suggests that
some authorities are achieving far higher
S106 contributions for developments within
their authority than others. There was little
change in this overall pattern between 2005
and 2006. However, there is a slight increase
in the number of local authorities obtaining
S106 contributions for almost 100% of their
affordable housing, and a concomitant
reduction in the number securing no S106
contribution at all.

The provision of affordable housing through Section 106: the situation in 2007

Figure 7: Proportion of affordable housing permissions with S106 contributions in 2006

Figure 8: Proportion of affordable housing permissions with S106 contributions in 2005
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A regional breakdown of the proportion of
all affordable housing completions that were
S106 completions in 2005/6 is displayed in
Figure 9. It appears that the authorities of the
South West, South East and the East Midlands
achieve the highest proportion of S106
contributions to their affordable housing
development. The pattern has changed little
between 2005 and 2006. There is
considerable regional variation in the
proportion of affordable housing that has
S106 contributions. London has completed
the second greatest number of affordable
units amongst the regions, and on average the
London local authorities complete the most
affordable housing per authority. However,
only just over 50% of the affordable units
completed in London are S106 completions.
Other regions have a much higher proportion
of S106 completions. For example, 70% of all

affordable units completed in the South West,
South East and the East Midlands are S106
completions. This suggests that some regions
are managing to achieve S106 contributions
for a greater proportion of the affordable
housing they are delivering.

3.8
Participation in a Housing
Market Assessment
Almost half (45%) of local authorities have
already participated in a Housing Market
Assessment, whilst a further 11% are
currently involved in a HMA as shown in
Figure 10. Of the remaining 44%, some
have HMAs scheduled for the near future.

3.9
The Evidence Base for Policy
Making on Affordable Housing
The Housing Needs Survey appears to be the
key source used to inform the policy-making

Figure 9: Proportion of affordable housing completions which were S106 completions in
2005/6 (Source: HSSA 2006).
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of almost all of the planning authorities.
Housing Market Assessments are one
element of the evidence base of some
authorities, but many (56%) have yet to
complete one. Secondary data on house
prices and incomes is also considered by
some, and a minority have undertaken some
primary research in the form of interviews.

3.10 Views on Policy Change
and S106
Further insight into S106 and affordable housing
provision was gained through interviews and
comments from the questionnaires. Selected
quotes (indented in text) have been used to
highlight points through the following discussion.
All the planners interviewed stressed the
importance of S106 contributions for the
provision of affordable housing in their
authority. Some planners said they go as far

Figure 10: % of local authorities that have
participated in a Housing Market Assessment

as is viable with S106, and a higher level of
affordable housing provision would have to be
supported by grant. Others commented that
they have only recently engaged in S106
agreements. This is consistent with the data
that shows a marked variation in the S106
contribution to affordable housing across
different local authorities. Some authorities
have far greater experience at negotiating
S106 agreements than others.
There were mixed reports in the interviews of the
difficulties encountered in negotiating S106
agreements. Some planners said they always
encounter problems. The most common issue
they have to address is a developer claiming it
is not financially viable to meet the affordable
housing requirement on their development. Some
planners commented on the need to be more
transparent for developers. This would enable
developers to so be aware earlier of the cost of
providing the affordable housing, and of what the
housing association will pay for the units. Some
local authorities have a model or template S106,
and find this makes the process easier. However,
planners said it does not remove the need for the
often lengthy negotiations. A few commented
that the process has improved recently due to
clearer government guidance.
Whilst some councils have S106 contributions
for 100% of the affordable housing they
provide, some local authorities have no S106
contribution at all. There is great variation in
the amount of experience different local
authorities have in negotiating S106
agreements. Despite the production of some
guidance on ‘best practice’, planners still find
the negotiations difficult, particularly when
having to counter developer claims of site
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viability issues. Some local authorities have far
more robust practice than others, with housing
and planning working closely together or
a dedicated officer to negotiate S106 and
affordable housing. Some provide a model
S106 that developers can use, and find this
makes the process easier. There is no
consistency however in what is asked in terms
of the developer contribution to affordable
housing. Whilst some authorities specify
relatively clearly the proportion of housing that
is to be affordable, the tenure mix, and the way
in which developers are expected to contribute,
for example in the form of free land, others
have much vaguer policy requirements.
All interviewees rely on site by site negotiations
around the target they set for affordable
housing. None are currently using a more
formulaic tariff or tax, nor did those interviewed
envisage this would be the case in the near
future. The mix of tenure, and the size and
type of housing is predominantly determined
through negotiation on a site by site basis.
Some authorities specify in their policy the
tenure mix they aspire to achieve. For example,
Durham requires sites over 25 houses to have
30% affordable housing, with 70% to be social
rented and 30% to be low-cost home
ownership. They also set eco-standards and
require pepper-potting of the affordable units.
Some planners commented that determining the
appropriate tenure mix can be problematic as
their data, such as the Housing Need Survey,
is out of date. Once completed, the HMAs are
believed to be of help in rectifying this problem.
There were mixed opinions as to the impact
of PPS3. Some planners think that it will have
a significant impact in their area mainly
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because it redefines affordable housing
to include intermediate, and lowers the site
thresholds. PPS3 has strengthened local
authorities’ arguments for lowering thresholds.
They hope this will enable them to deliver
more affordable housing on smaller sites.
There was no consensus on whether policy
changes will increase or reduce the amount of
affordable housing provided. A number of planners
are of the opinion that recent policy changes will
only have a marginal impact on the amount of
affordable housing delivered. However, some
planners believe that the amount of affordable
housing they are able to deliver will actually
decrease due to lower targets than they currently
set being imposed by the RSS. For example:
“In the last Structure Plan being prepared
for Bournemouth, Dorset and Poole we were
pushing for a 50% affordable housing target
due to the extreme problems of affordability
in this area. We have objected to the draft
RSS for the South West’s policy on
affordable housing (which seeks only
30% affordable) and are currently preparing
evidence to support this objection and push
for a higher proportion at the EIP.”
(Planner, March 2007)
This will also potentially be the case
if the neighbouring local authorities they
are supposed to collaborate with have lower
targets for affordable housing than their own.
Less affordable housing may also be delivered
if a ‘common starting point’ for negotiations is
suggested that is lower than the authority’s
current target. There was a general view that
S106 contributions alone will not meet
affordable housing needs.
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The change in definition of affordable housing
brought about through PPS3 is broadly
welcomed. Planners were pleased that they
will be able to set lower thresholds on sites for
the provision of affordable housing. They also
welcomed the flexibility to determine the
appropriate mix of housing and the ability to
set specific tenure-based targets. It appears
that many local authorities are still consulting
on the details of these changes, but as one
respondent commented:
“There are major implications in terms of
our ability to be far more specific about types
and sizes of dwellings (both affordable and
market) required, rather than just applying
density targets which are not type specific.
Affordable housing provision will also be
more stringently monitored following the
inclusion of more detailed targets in RSS
and so, hopefully, the whole system will be
more responsive to under-provision.”
(Planner, March 2007)
All planners said that were not sure what the
specific impact of the proposed PGS would be.
However, they all said that they believed it would
be problematic and expressed concern about its
consequences. Some were worried about how
financially viable development would be under
the proposed scheme. The primary concern with
PGS was where the funds raised would
eventually be spent. Planners fear they will lose
control over the revenues raised; therefore the
funds will not be of direct benefit to local people.
Many believe that preparing LDFs takes
too long, and that this could have an impact on
the delivery of affordable housing. There
is also a view that LDFs are not flexible enough,
particularly as housing markets change so rapidly.
www.rics.org/research

With regards to HMAs, the view of planners is
that one positive outcome could be more
consistent policy and approaches across the
sub-region or housing market area. This
consistency would in their view also make the
situation easier for developers, if consistency
could be achieved across housing market
areas. It should also lead to a better
understanding of how housing market areas
operate, and a clearer knowledge base on
which to make policy decisions.
HMAs are generally felt to be useful. They will
provide a framework to which local authorities
can add data and update themselves. Whilst
the HMAs will provide information about the
need for different types of housing, some said
they will still have difficult decisions to make
regarding what type to provide, since demand
is far outstripping supply.
Many remarked on what is needed to carry out
a HMA:
“The need to undertake assessments
of housing market areas is prudent and
reflects actual geography of housing market
areas which do not respect local authority
boundaries. However, such assessments
will require close collaborative working
between local planning authorities will require,
inter alia:
- a firm will for local authorities to work
together
- better collection and monitoring of data
- the commitment of dedicated staff time; and
- financial resources to commission
various studies.” (Planner, April 2007)
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It seems that many local authorities are
concerned about the practical difficulties
of conducting the HMAs. They are regarded
as being very resource intensive and this
appears to have funding implications for
authorities. Many respondents commented
that collaboration is difficult because local
authorities are often running on different
time-scales to one another, and finding the
resources for collaboration can be problematic.
For example:
“Working together with other authorities
is an ideal scenario but is not necessarily
always realistic. You can only work at the
speed of the slowest. We are one of the
most advanced Councils in terms of the
work programme in the area and we will
have to delay many projects to enable other
Councils to catch up. We do not believe that
these studies will show us anything we do
not already know. We have a huge need
for affordable housing, spending a lot
of time and money on further work will
not change this.” (Planner, March 2007)
One problem identified by some planners
is the amount of work that is going to be
involved in trying to represent the information
in a coherent way that can actually be used
in the planning process. A few local authorities
have struggled to collect data, for example,
banks have not been forthcoming with data
on incomes. As one interviewee said:
“The government thinks the information
is just there, and it isn’t. It is time-consuming
and demanding on resources to find it.”
(Planner, April 2007)
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Many planners expressed concern on how
to define housing market areas. For example:
“Whilst [our local authority] supported
collaborative working within sub-regional
housing markets there has been some
concern as to how the housing markets
will be defined and whether they will be
appropriate. [This borough] borders two
which may fit into one housing market, and
also some of the more economically and
socially deprived areas within which may
fall into another. It was feared that the subregional housing market approach could lead
our borough falling into a housing market
which may have suited some parts of the
borough but not all.” (Planner, March 2007)
It seems that planners would welcome more
guidance on defining HMAs:
“The move towards greater collaboration
with adjacent local authorities in housing
market areas is fine in theory but creates a
number of practical difficulties. Not the least
of these is actually defining what the housing
market area your Borough is part of before
collaboration with other LPAs. Even this may
understate the difficulties, as your Borough
may itself be part of more than one HMA.
Much clearer guidance as to how a HMA
is defined is required.” (Planner, April 2007)
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4 Summary

T

he amount of affordable housing
that is provided through S106
varies greatly across the regions.
The regions of the North East, North
West and Yorkshire and Humberside
complete the least units of affordable
housing, whilst the regions of the South
East and London deliver the most.
There is also great variation between different
local authorities. This reflects not only
variations in what local policy defines as the
target, but also differing experience and skills
at negotiating S106 agreements. Affordable
housing targets vary across local authorities.
The most common targets are 30-40%.
A minority, such as Liverpool in the North
West, have no target at all. Some councils
have set relatively high affordable housing
targets. For example, Westminster, Bridgnorth
and Luton have an ambitious target of 50%
of housing to be affordable. What is actually
delivered in practice is often far less.
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The change in definition of affordable housing
brought about by PPS3 was welcomed by
planners. 60% of local authorities will be
using the transition from Local Plans to Local
Development Frameworks to change how
they define affordable housing in their policies.
Changes are also being made to the threshold
above which affordable housing will be
a requirement, and more than half of local
authorities are still in the process of
determining tenure requirements.
PPS3 suggests a threshold of 15 dwellings
as the size of development requiring
affordable housing provision at the proportion
stipulated in local policy. Although many
thresholds remain at 25+ dwellings, a number
of local authorities have already reduced their
threshold to 15 units. A minority of local
authorities have lowered thresholds even
further. For example, Worthing has a policy
which seeks 10% affordable housing on
developments of 6-10 dwellings, 20% for 11
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to 14 dwellings, and 30% for 15 dwellings
or more. It appears from the interviews that
a number of local authorities are also
considering lowering thresholds below
15 dwellings, although it was commented
that this may raise viability issues.
Just over half of the local authorities that
responded to our survey set site specific
affordable housing targets. The majority of
councils do not stipulate the mix of tenure
required. Site by site negotiation is then used
to determine the mix of tenure and the size
and type of housing to be delivered. Of the
40% who do specify in their policy what the
mix of tenure should be, a split between 70%
social rented housing and 30% intermediate
housing seems to be the norm.
PPS3 may help by reducing the site size
threshold but there is a potential trade-off.
Affordable housing now includes intermediate
housing which is much more acceptable to

“

The trade-off
between intermediate
and social rented
housing may increase
housing pressures
for the very poorest
and most vulnerable
households

”
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developers and can probably be delivered
without grant in most cases. However this
will be at the cost of less social rented
housing, which is still needed for households
without incomes from employment. Therefore
the trade-off between intermediate and social
rented housing may increase housing
pressures for the very poorest and most
vulnerable households.
Just over half of the local authorities have
participated in an HMA. The majority of
planners said that they thought the HMA
would be useful, particularly in understanding
the dynamics of the whole market area. They
believe that the HMA will also help them to
decide on the most appropriate mix of tenure.
However, a number of issues were raised
about the HMAs. Planners were concerned
at how resource intensive they are to conduct,
and commented on the difficulties of trying
to collaborate with other local authorities.
It seems that planners would welcome more
guidance on defining housing market areas.
The guidance on HMAs was only published
very recently, (March 2007), and will
take time for local authorities to follow its
recommendations. It may still prove lacking in
details e.g. on defining a housing market area,
particularly in London where arguably all local
planning authorities are part of the same
market yet they are divided up pragmatically.
This may not matter providing that consistent
approaches are taken between adjacent
authorities so that developers cannot play
one off against another.
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5 Conclusions

T

here are clearly improvement in
the delivery of affordable housing
through S106. Developer
contributions are funding more affordable
housing and some LPAs have sufficient
experience, skills and best practice for
negotiations to be relatively successful.
However, there is still progress to be made
in terms of the overall numbers being delivered.
The number of local planning authorities who
are actively engaging with S106 and feel
themselves to be successful or ‘advanced’
in their approach is limited, whilst some still
find the process difficult and time consuming.
The most common problem encountered by
planners during S106 negotiations is the claim
by developers that it is not viable to provide the
amount of affordable housing dictated by local
policy. Many planners do not have the level of
expertise necessary to successfully counter
these claims. The implication here is that the
members of LPAs planning, housing and legal
departments involved in trying to deliver
affordable housing through S106 need to
be equipped with stronger skills for the
negotiation process. One skill would be a better
understanding of development economics.
This would enable LPA negotiators to assess
site viability issues more effectively, and make
a stronger case for affordable housing provision
when developers claim that sites are not viable.
Whilst it seems that there is a move towards
creating clearer, more detailed and up to date
policy within local authorities since the
introduction of PPS3, there are variations
between different local authorities in their
approach to securing affordable housing
through S106. Some authorities have more
www.rics.org/research

detailed policy than others, specifying not only
the percentage of housing that has to be
affordable, but also the type, tenure mix,
and even size and location of the housing.
Some have model S106 agreements to try and
standardise the process, and a team who deal
with the S106 negotiation, or at least a degree
of communication between planning and
housing. Others have vaguer policy and a less
clear approach to securing affordable housing
through developer contributions. It is not even
necessarily clear who has responsibility for
S106 affordable housing negotiations.
Clear policy and practice guidelines that give
consistent structure to S106 negotiations may
be a step forward.
This is still a period of adjustment. Progress in
achieving developer contributions for affordable
housing through S106 has been made, but this
is not consistent across all local authorities. The
ability to negotiate successfully with developers
varies, and some local authorities have more
experience than others. There is evidence that
knowledge of best practice is emerging which
may further improve the ability of authorities
to secure affordable housing through S106.
The conclusion from this study is that this best
practice needs to be considered by LPAs
and incorporated into their S106 process.
This should help to make practice more
consistent across LPAs, and to increase the
amount of affordable housing that LPAs are
able to deliver through developer contributions.
Many of the LPA staff are working in a relatively
isolated manner, thus a process through
which communication and knowledge sharing
between LPAs could take place might help
to produce better, more consistent practice.
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HMAs should provide LPAs with a better
understanding of local housing market areas,
and a clearer source of information for making
decisions about affordable housing policy, which
will be the basis on which LPAs seek developer
contributions through S106. This data needs
to be robust, not only to ensure that policy is
geared towards meeting local needs, but also
to give LPAs a strong base from which to
negotiate with developers. However, the
experience of participating in HMAs has been
mixed. Some LPAs have employed independent
consultants to carry out the HMAs. Others have
found them too resource intensive, and found
that coordinating the process with other LPAs
was very difficult. Guidance on HMAs has been
produced, but will take time to be absorbed and
put into practice. The findings of this study
suggest that this guidance should be better
communicated to LPAs, and that again a
sharing of best practice and experience could
be facilitated.
The study explored opinions about PGS, and
found that it is still a huge unknown to most
LPAs. The most common reservation was where
the funds would eventually be spent. There is
a fear that as the revenue raised by PGS is
collected centrally, local authorities will lose
control over how and where it is spent. They are
concerned that even though the planning gain
was raised through development in their locality,
it may not be spent there and so will not benefit
local people.
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It is possible that PGS may provide perverse
incentives. For example, local authorities who
feel more infrastructure is required before any
more housing is built may deliberately ask for
less affordable housing through S106 in order
to ensure sufficient value to pay for PGS,
leading to a reduction in affordable housing.
This could happen in Thames Gateway, for
example, which government is assuming will
provide much of the affordable housing for
London, the South East and East of England
regions. Most local authorities do not appear
to understand how PGS is supposed to work
in theory, let alone in practice.
However, progress made in negotiating
S106 agreements may be undermined by the
introduction of the new policy and practice that
will result if the proposed Planning Gain
Supplement is implemented. Whilst affordable
housing provision will remain under the S106
system, other aspects of planning gain will be
dealt with separately. This study was initially
proposed at a time when local authorities were
struggling in a policy vacuum for guidance on
S106 and affordable housing. PPS3 has helped
to fill this gap and has been largely welcomed.
However, it seems that the situation could yet
again become uncertain as the transition to the
PGS system is made, and local authorities have
to undergo a further learning process. The new
system is likely to require yet another period of
adjustment as the policy beds in, and it is as yet
difficult to determine what the impact on the
provision of affordable housing will be.
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The study found that whilst progress has been
made in providing affordable housing through
S106, improvements in negotiating S106
agreements are still necessary in many LPAs.
The changes brought about by PPS3 are still
ongoing, and if PGS is introduced LPAs will
have a whole new system to learn when they
are still grappling to implement the current one
effectively. Whilst PGS may remove many
planning obligations from S106, affordable
housing is still likely to remain within the remit
of S106. The government is considering a
common starting point for S106 affordable
housing negotiations. However, the findings of
this study suggest that this would require major
changes to current policy of many LPAs, given
the variations that exist in practice. It would not
remove the need for negotiation, nor would the
skills of LPAs to engage in these negotiations
be improved. The findings of this study suggest
that efforts should be made to communicate
and implement best practice in affordable
housing negotiations if S106 is to produce
more consistent and productive affordable
housing outcomes into the future.
Since this research was completed, there have
been changes to the situation regarding PGS.
In the Green Paper of July 2007 the
Government is proposing a Planning-gain
Supplement Bill. The Government proposes
that key features of PGS would be that in
England at least 70% of PGS revenues
would be paid directly to the Local Planning
Authority which granted the planning
permission to which the PGS liability is
attached. Payments would be made on a
regular basis to ensure that local authorities
could deploy PGS receipts in a timely way to
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support infrastructure growth. The remaining
share of all PGS revenues raised in a region
would be returned to that region. However the
Government will be prepared to defer the
legislation if a better alternative can be found.
The Green Paper sets out four possible
alternative approaches to facilitate discussion
with key stakeholders. Again this looks like
a period of uncertainty for LPAs who have to
balance affordable housing provision with the
demands of other planning obligations.
Further research would be needed to detail
with certainty what may constitute best
practice in delivering affordable housing
through S106. It seems that the LPAs
who do well have clear policy that is easily
available. Planning and housing members
need to communicate effectively and work
as a team in negotiating with developers.
It appears that a robust understanding of
development economics helps local planners
to deal with site viability queries.

“

...efforts should be
made to communicate
and implement best
practice in affordable
housing negotiations
if S106 is to produce
more consistent and
productive affordable
housing outcomes
into the future

”
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Appendix
Survey: The Provision of Affordable Housing through S106

1. Do you have a:
a) Local Plan
b) Local Development Framework

Y/N
Y/N

2. When does the LDF become operational?

DD/MM/YY

3. How is affordable housing defined in your LP/LDF?

4. Has this definition changed between the LP/LDF?

Y/N

5. Has a target been set for affordable housing,
e.g. 25% of new housing, in your LP/LDF?

Y/N

If so, what is the target:
6. Do you set site-specific affordable housing targets?

Y/N

If so, what are they? Please illustrate using up to 5 current or recent sites:
Site

7. Do you specify the mix of tenure, size and type of
affordable housing to be provided on large sites?
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Affordable Housing Target

Y/N

The provision of affordable housing through Section 106: the situation in 2007

8. How many affordable houses have been given planning permission in the last 2 years?
Year

Number planning permissions

2006
2005
9. What proportion of these had developer contributions through S106/planning obligations?
Year

% with contributions

2006
2005
10. Has your authority participated in a housing market
assessment for the whole housing market area?

Y/N

Date:

DD/MM/YY

Date of next HMA:

DD/MM/YY

11. What comprised/will comprise your evidence base when determining affordable housing
policies? (e.g. recent household survey, secondary data on prices and incomes, primary data
from interviews etc)

12. What do you see as the likely impacts of recent policy changes, such as PPS3, the
production of Regional Spatial Strategies, Local Development Frameworks and Local
Development Documents, greater collaboration with adjacent local authorities in housing
market areas, and the move towards understanding demand for market housing as well as
the need for affordable housing?
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