London eases affordable housing requirements to accelerate housebuilding amid housing crisis
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The UK government and the Mayor of London have unveiled a comprehensive, time-limited package aimed at invigorating the capital's sluggish housebuilding sector—a critical step given the city’s pressing housing shortage. Central to this strategy is a temporary reduction in the affordable housing requirement for new developments from 35% to 20%, a significant easing designed to boost development viability and expedite planning approvals on private land. Developers committing to this 20% threshold will be able to secure planning permission without undergoing the usual viability assessments, a measure expected to streamline the approval process. This new planning route will be limited to two years and includes a provision allowing social housing grant funding to be applied to half of the affordable housing quota, a notable shift since grants were previously barred from subsidising section 106 homes bought from private developers.
Complementing this, changes to design standards aim to unlock higher density in developments. The policy relaxes the rigid application of dual aspect dwelling requirements—traditionally seen as a barrier reducing the number of homes per site—while maintaining essential criteria around ventilation, daylight, privacy, and overheating avoidance. The guidance on limiting the number of flats served by a single core (such as staircases or lifts) will also be relaxed, allowing more homes within existing building footprints. Additionally, cycle parking requirements will be pared back, reflecting flexibility in accommodating residential needs without unduly constraining density. These design amendments work alongside a temporary Community Infrastructure Levy (CIL) relief—beginning with a 50% reduction for qualifying schemes delivering at least 20% affordable housing, with potentially higher relief for greater affordable housing levels—intended to alleviate developers’ upfront financial burdens and invigorate stalled projects.
Beyond supporting immediate housebuilding activity, the government and City Hall have granted the Mayor new powers to intervene more decisively in planning. The Mayor can now review and "call-in" applications for schemes over 50 homes if local boroughs oppose them and similarly call-in significant developments on sensitive green belt or Metropolitan Open Land sites. This enhanced authority aims to override local refusals in the interest of securing greater housing supply, including the ability to make Mayoral Development Orders for strategic schemes without borough consent. Moreover, a City Hall Developer Investment Fund has been established with an initial £322 million allocation, further signalling a proactive role in catalysing development.
These moves respond to stark figures illustrating London's housing crisis. Greater London Authority (GLA) data revealed that only 3,447 new homes broke ground in the first half of the 2024/25 financial year—a marked downturn from 27,210 for the entire previous year, which was itself a 15-year low. The overall affordable housing starts are troublingly low, with just 3,991 subsidised affordable homes commenced during 2024/25, marking the second-lowest recorded total and necessitating revised housing targets for the mayor's office. The current affordable housing target has twice been adjusted, now set between 17,800 and 19,000 affordable homes by March 2026, reflecting the sector’s challenges.
Housing Secretary Steve Reed emphasised the necessity of accelerating construction to meet the government’s broader "Plan for Change" goal of delivering 1.5 million homes across England. He framed the package as vital "to ensure more Londoners have an affordable home of their own." London Mayor Sadiq Khan, who spoke from personal experience growing up in a council house, highlighted the urgency of the measures to prevent the affordable housing supply from shrinking any further. Khan has also been championing ambitious programmes beyond these immediate policy tweaks, including a £3.5 billion housebuilding programme aimed at creating 40,000 new council homes by 2030 and leveraging the biggest and longest government funding settlement for affordable housing in London’s history, totaling £11.7 billion over ten years.
Industry observers and City Hall sources note that this scaling back of affordable housing requirements is a pragmatic, temporary intervention tied closely to current market conditions. The reduction is expected to remain in place only while the construction sector faces significant headwinds, with an anticipated return to higher affordable housing quotas before the 2028 mayoral elections. The new planning framework will also feature a "gain-share mechanism" designed to increase affordable housing delivery from sites not completed by 2030, should market conditions improve, thus allowing developers to share any uplift in returns by adding more affordable units over time.
Overall, the package reflects a balancing act: easing requirements to stimulate supply while maintaining a strong commitment to affordable housing through innovative funding and planning powers. Whether these measures will yield the targeted acceleration in London's housing delivery remains a key question, but the concerted effort by both government and City Hall marks an important strategic shift in addressing one of the capital’s most stubborn challenges.
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