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Extracted from Economic Trends No. 208, February 1971

An index of housing land pricesO

In the short term the price of land is an important factor 
in the cost of new houses, and in the medium and long 
term it is an important aspect of the housing market 
situation. During the last few years statisticians in the 
Ministry of Housing and Local Government, and latterly 
the Department of the Environment, have been assemt^ 
ling and analysing data on housing land transactions, and 
devising index numbers of housing land prices. On the 
basis of information on transactions in housing land in 
the private sector supplied by the Valuation Office of the 
Board of Inland Revenue it has now become possible to 
publish what is believed to be a valid, though not a very 
precise, measure of the course of prices to private devel
opers.

This article presents the results of this work, describes 
some of the difficulties encountered and the methods used 
to deal with them. The primary aim has been to produce 
an indicator of movements in housing land prices in 
England and Wales as a whole, but regional indicators 
have also been produced and are shown, although they are 
considerably less stable and reliable. In the final section 
some inter-regional comparisons of land prices are shown, 
based on information available only for periods since 
July 1968, and therefore not used in the compilation of 
the Index.

Background
Relative changes in land prices are difficult to measure, 
largely because of the nature of land itself; although 
indestructible it is constantly changing, its nature and 
value being determined both by developments on it and 
by external factors such as conditions attached to it and 
development in the (not necessarily close) vicinity. This 
means that a change in the price of a specific parcel of 
land may be due to a numl^r of special factors, quite 
apart from those factors tending to cause a general 
change in the value of land in a particular category.

A consequence of the continuously changing and 
unique nature of each piece of land is that it is not 
possible to obtain a price quotation for land of a given 
specification. The only relevant and available prices are 
those for parcels of land actually sold; it is necessary to 
define categories of land and assume that the average price 
paid for land within a given category in a given period 
represents the average market value during the period of 
all land in that category. The definition of categories is 
clearly of major importance. In practice the choice of 
categories is limited by the data available.

The present studies originated in an interest in the 
place of housing land prices in the level and course of

( ')  Work on housing land prices was started in the Ministry of 
Housing and Local Government by Dr. R. H. S. Phillips and 
carried forward by D. E. Allnutt and later by P. S. MacComuck 
who was mainly responsible for the preparation of this article.

new house prices. Since no information was available 
about the area of land on which each new dwelling was 
built in the private sector, the emphasis was on the price 
of land per house plot. The figures extracted from Valua
tion Office records showed the price of each parcel of 
land sold with planning permission for housing and the 
number of dwellings covered by the permission. At first 
no information was extracted on the acreages involved, 
and there were further limitations to minimise the cost of 
extraction and to concentrate on the problem > as then 
envisaged.

The data
Though some information had been supplied to the 
Ministry by the Valuation Office from 1963 onwards, the 
data on which the current index is based have only been 
supplied regularly since 1968. Corresponding information 
has however been extracted for periods back to 1963. 
This information relates to land in "pressure areas’ in 
England and Wales sold freehold(^) with planning per
mission for housing. Pressure areas were defined in 1963 
as "areas within which the demand for housing land 
exceeded supply’; about 40 per cent of all private sector 
housebuilding takes place in these areas. Since land in 
pressure areas is more expensive than elsewhere these 
contain some 60 per cent of the value of housing land 
developed.

The following details were provided for each trans
action:

The local authority area in which the land is 
situated 
The price paid
The date of completion of sale
The number of dwellings—houses and flats 
separately—specified in the planning permission.

The absence of information about sales outside pres
sure areas meant that it was not possible to estimate the 
average price paid per plot for housing land in the 
country as a whole or in individual regions; averages of 
the figures available provided no more than upper limits. 
It seemed reasonable however to assume that in each 
region the relation between land prices inside and outside 
the pressure areas had not changed much over the years, 
compared with the rate of change in prices, and the index 
has been compiled on the assumption that this relation 
has been constant. Within each category changes in 
pressure area prices have been taken to represent 
changes in the average price of all housing land sold in 
that category. (Further information available for the 
last year or two suggests that housing land outside pres
sure areas has recently been selling for about half as 
much on average as land in pressure areas—see page xlviii 
under ‘Regional plot prices’.)
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(*) Very link housing Uod is believed to be sold leasehold.
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Coverage
Even within pressure areas the number of plots in sales 
recorded falls far short of the number of houses started. 
Table 1 shows the annual figures for 1963 to 1969. In 
these seven years recorded transactions covered land for 
249,000 houses, compared with 572,000 houses actually 
started in the same areas. The proportion of starts 
‘accounted for' varied from region to region from less 
than 40 per cent in some regions to more than 70 per 
cent in others. This is however not necessarily evidence of 
deficiencies in the data. The purchase of land with 
planning permission is only one way in which housing 
land accrues to developers. They may successfully apply 
for planning permission for land they purchased without 
this permission. Or they may have the permission exten
ded so that they can build more dwellings than wt.e 
included in the original planning permission. And in any 
case they may in any year, or over the period as a whole, 
have run down their stocks of land. Although an element 
of uncertainty is introduced, there is no reason to believe 
that the market price of land for which developers have 
themselves obtained planning permissionforhousing,after 
purchasing it as agricultural land, would have been 
consistently higher or lower than that of land they 
purchased with planning permission, or that there would 
be any trend in this relationship over time.

TABLE 1

ses started in 
1963 to 1969

Year
Houses
startedf

House plots 
reported sold

Sales as 
proportion of 

starts

Thousands Per cent

1963 83-4 32-5 39
1964 102-6 49-3 48
1965 85-3 40-5 47
1966 74-7 29-6 40
1967 93-0 39-8 43
1968 73-2 26-7 36
1969 59-7 31-0 52

Total 571-9 249-4 44

tEstimated

Method of construction of the index
The index is designed to measure changes in the average 
price of a collection of parcels of land similar in composi
tion to the land acquired and built on around 1966.
Classification
All the factors about which information was available 
affect the price of housing land. They were, it will be 
recalled, location, in terms of local authority area, 
number of dwellings to be built on the site, and whether 
these were to be houses or flats.

So far as location goes, transactions were classified 
first by Economic Planning Region, with some further 
breakdown in the case of the South Eastern region, then 
by area type. The South Eastern region was divided into 
Greater London, the Outer Metropolitan area, and the 
Outer South East, and London into four sectors.

The analysis by area type distinguished, first, conurba
tions, then, for the rest, between urban and rural 
counting Boroughs and Urban Districts as urban areas 
and Rural Districts as rural. The latter distinction is 
rather general and in the South East and the West

areas were each divided again 
into two groups, the more and the less urbanised.

It was found that price per plot varied significantly 
(inversely) with the number of plots on a site and six 
categories of site size (by number of plots) were distin
guished.

It seems reasonable to assume that land for flats is 
different in kind from land for houses, at least from the 
market point of view. Very few flats are built in the private 
sector outside London. In London this distinction was 
made throughout. Outside London transactions in land 
for flats were ignored.

Cross-classification according to each of these factors 
produced a very large number of separate categories. In 
some cases there were not sufficient transactions within a 
category to provide, in most periods, a usable average 
price. These categories were combined with one another 
or with others. Where there was a choice between reduc
ing the number of area type categories or of size cate
gories it was based on a comparison of the estimated 
variance in the overall index using the different arrange
ments. These variances were estimated using the within- 
category variances and the index weights.

The resultant weighting system is shown in Table A 
which also shows the weights allocated with the combina
tions mentioned above shown in brackets.
The weights
The weights were constructed to reflect the composition 
of the flow of new housing land into use in or about 1966, 
the base period. The method was essentially a com
promise, bearing in mind the variability of sales and the 
fact that the sales information available refers to pressure 
areas only and even there does not cover all land becom
ing available for housing to developers.

The weights were calculated in two stages:
i Each region (or sub-region of the South East) was 

allocated a weight proportionate to the number of 
private sector dwellings completed in 1966 (shown 
as the number in 10,000 in Appendix Table B).

ii The total regional weights were allocated to area 
type and site size categories in proportion to the 
number of sales reported in these categories in the 
three years 1965 to 1967.

These weights are proportional to number of plots and 
applicable to prices per plot and not to price change 
indicators for each category(^). If indicators (for instance 
with 1966=100) had been used, the appropriate weights

(*) It will be noticed that, on the assumption that prices in pressure 
areas are higher, this wei^ting system gives an excessive weight 
in terms of value to regions with a low proportion of house
building in pressure areas. As a check on this the indeirwas 
recalculate with adjusted weights, on the assumption that 
plots outside pressure areas cost only half as much as plots in 
pressure areas in the base period. ITie index for England and 
Wales was not significantly affecied.
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would have been those shown in Appendix Table B 
multiplied by the average price of land sold in each 
category in 1966. Either method produces the same Las- 
pcyrcs type index, showing the course of the value at cur
rent prices of a fixed collection of parcels of housing land.

Calculation
Indices were calculated for years and half years for Eng
land and Wales and for ‘major regions*, three groups of 
planning regions, and Greater London.

Owing to the large number of different categories used 
(just under 2(X)) it was sometimes found that, in spite of 
the combination of certain categories as described in the 
last section, there were no entries in a particular category. 
In such cases the gap was filled by calculating the per
centage increase for England and Wales as a whole since 
the previous period (excluding categories missing in the 
current period from both current and previous periods) 
and applying this increase to the previous average price of 
plots in the category.

Even with this large number of categories, prices vary 
very widely within individual categories and their averages 
can fluctuate violently from period to period without any 
suggestion of abnormality in the constituent data. Where 
however the average price for a particular category was 
found to have changed from the previous period by a 
factor greater than five, the individual transactions in that 
category were carefully scrutinized and occasionally this 
resulted in the exclusion of a transaction as abnormal.

The annual indices were calculated using the average 
price of ail land sold during the year in each category and 
not as the mean of the indices for the two half 
years. This procedure reduced the weight given to a very 
few small transactions in a particular category in a 
particular half year, and, given the variability of prices, 
was judged preferable. There is a tendency for exception
ally high prices to appear in a particular category when 
little land is sold in that category and this accounts for the 
fact that the average of the indices for halves of a year is 
often noticeably higher than the index for the year as a 
whole.

The resulting indices
Table 2 shows the indices for England and Wales, an
nually since 1963 and half-yearly since 1967, with per
centage changes from the previous period in each case. 
It will be seen that after a rise of 15 per cent in 1964 
the rate of price rise fell ofT steadily until between 1966 
and 1967 there was no more than a marginal increase of 
2 per cent. From then on however the rise was resumed 
and accelerated and between 1968 and 1969 there was a 
rise of nearly a quarter. The half-yearly index suggests 
that it was in the second half of 1968 and the first half of 
1969 that the increase in price was sharpest; in the second 
half of 1969 the index was only 5 per cent higher than in 
the first half and in the first half of 1970 the increase 
had come to an end. The half-yearly series suggest the 
possibility of some seasonality, with prices higher 
m the second half than the first, but the series is too short 
for formal seasonal adjustment.

In the first three years of the period covered, between 
1963 and 1966, the index increased by a third; in the second 
three years, to 1969, there was an increase of nearly a 
half.

TABLE 2
Private sector bousing land prices 

England and Wales
Price per plot, 1966=100

Index Pcrcentige U 
OTcr prerioits

1963 74 •  ♦

1964 84 15
1965 94 11
1966 100 7
1967 102 2
1968 118 15
1969 147 24

1967 1st half 99
2nd half 108 9

1968 1st half 111 3
2nd hair 130 18

1969 1st hair 144 10
2nd hair ISI 5

1970 1 st hair 147 —3

Table 3 shows a simple average value index based on 
all the transactions (in pressure areas) reported. It will 
be seen that it is substantially less stable than the weigh
ted index, with considerable fluctuations due to changes 
in the composition of transactions from year to year. 
For example, the weighted index showed a 7 per cent 
increase in 1966 and the simple average price index 
showed an increase of 16 per cent. Much of the difference 
can be attributed to the increase in that year in the 
proportion of all land transactions which were in Greater 
London and an increase in many regions in the propor
tion of plots which were purchased in smaller sites, where 
the value per plot tends to be higher. A

TABLE 3
Simple average value index
Price per plot, 1966=100

Index Perceotage i 
prtTkws

1963 76
1964 83 9
1965 86 4
1966 100 16
1967 90 —10
1968 107 18
1969 132 23 1

Table 4 below shows the (weighted) annual indices for 
major regions. These indices are more affected than the in
dex for England and Wales by changes in the composition 
of transactions within individual categories and caution 
is necessary in comparing them one with another. It does 
however appear that prices in Greater London have 
increased significantly less than in the other regions 
throughout the period; and the marked increase from 
1968 to 1969 was common to all regions. The sharp 
increase in the North in 1969, of more than 50 per cent, 
may have been due to some special and temporary fac-
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tors; information so far received suggests a substantial 
fall in 1970.

TABLE 4
Private sector housing land prices 

major regions and London

Price per plot, 1966=100

Major regiont

England
and

Wales
Major
North

Midlands
and

Wales

South
excluding
Greater
London

Greater
London

1963 67 58 77 82 74
1964 77 78 89 84 84
1965 88 91 96 92 94
1966 100 100 100 100 100
1967 102 97 106 95 102
1968 113 n o 125 106 118
1969 176 125 152 123 147

tM ^ o r North: Northern, North West, Yorks, and Humberside, 
Midlands and Wales: East Midlands, West Midlands, Wales. 
South: South East, South West, East Anglia.

F U R T H E R  D E T A I L  N O W  A V A I L A B L E
Since the middle of 1968 the Inland Revenue have 
supplied information about transactions outside pressure 
areas except those concerned with small sites, for fewer 
than four dwellings. In addition acreage figures have been 
provided in all cases. It is intended to construct a re
vised index of price per plot, linked on to the index based 
on pressure area prices only, probably at 1969, and also 
to compile an index of price per acre. Meanwhile the 
information can be used to provide an indication of 
difference in housing land prices between regions and 
between urban and rural areas.

Regional plot prices
Appendix Table A compares average prices in 1969 for 
housing land in the regions, distinguishing urban areas, 
including conurbations, from rural areas and in each case 
showing separate figures for pressure areas and other 
areas. Some part of the price differences between the 
regions and between pressure areas and other areas may 
be due to differences in the average size of site sold. In 
principle it would be possible to eliminate this effect by 
calculating averages with the same site-size weights for 
all regions and area types. This has not yet proved 
practicable for non-pressure areas, though it has been 
done for pressure areas. (See Table 5). From Appendix 
Table A it will be seen that prices in pressure areas were 
generally about twice those outside, though there were 
some notable exceptions among the rural areas. These 
presumably reflect the fact that assessments of the rela
tive strength of demand in 1963, however valid they may 
have been at the time, were no longer valid in 1969 and 
this throws doubt upon the assumption that prices in 
pressure and non-pressure areas have been increasing at 
the same rate. If this were a general tendency it would 
indicate an underestimation of price rise. However it 
is hard to be absolutely confident that the anomalies are 
not due to random fluctuations or related to differences in 
size of site.

The outstanding feature of the table is the peak of 
prices in London, at £2,500 a plot over three times the 
average for England and Wales, even if rural areas are 
excluded. It is followed by the Outer Metropolitan area 
with an average of about £1,750 and the Outer South 
East with an average little short of £1,000 in both urban 
and rural areas. The only region which approaches the 
Outer South East is the West Midlands. The South West, 
the North West, East Anglia and the East Midlands 
follow in that order between £650 and £540 and the rest 
range down to £300 in the North.

Apart from purely regional differences, some part of 
the difference in price between regions can be accounted 
for by differences in the proportion of housing land 
which is in urban and in rural areas and the proportions 
which are sold in small and in large parcels. Table 5 shows 
the effect of standardising the regional averages by 
assuming that the proportion of plots in each of the size 
groups was the same as the national average for 1956 to 
1967. This somewhat reduces the range of the regional 
estimates but makes little difference to the order of 
regions and still leaves a very wide variation. No attempt 
was made to standardise for area type (conurbation, other 
urban, rural) because some regions do not include 
conurbations and the distinction between conurbation 
and other urban is much greater than that between urban 
and rural.

TA
Private sector housing land prices, 1969

regional price levels
£ per plot

All areas Pressure areas

Region
1

Simple
averages

Simple
averages

Standardised
averagest

North
Yorks, and Humberside 
North West 
East Midlands 
West Midlands 
South West 
East Anglia 
South East 

Greater London 
Outer Metrpolilan Area 
Outer South East 

Wales
England and Wales

540
800

1,170
750

1,000
910

1,010
1,690
2,280
1,910
1,350

630
1,240

tSee paragraph above.

Price per acre
Table 6 shows price per acre in the regions in 1969 and 
compares it with price per plot and density, the number of 
plots per acre. The same regions show high prices 
per acre as showed high prices per plot but the 
range of variation is considerably greater, with the 
London average price per acre, at £31,500, nearly five 
times the national average, compared with a factor of 
little more than three in the case of price per plot. This 
reflects the tendency for more houses to be built per acre 
where laud prices are higher.
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TABLE 6
Private sector bousing land prices, 1969 

Major regions and London

. Simple averages

Housing land price indices for England and Wales and 
for the Major Regions together with occasional further 
analyses will appear in the May and November issues of 
Housing Siatisiics. Results for 1970 (second half and 
year) will be published in the May 1971 issue.

Major region
Price per 

acre
Price per 

plot
Average 

number of 
plots per 

acre

Major North 4,170 460 9 1
Midlands and Wales 5,530 630 8 9
South (excluding 

London) 7940 990 80
London 31,520 2,470 12-8

England and Wales 6,510 760 8-6 Department o f the Environment

TABLE A



TABLE B

Weighting system of price per plot index—weight per 10,000
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Notes:

Region Area type All sizes I 2-3 4-6 7-20 21-100 over 100
North Total 460 7 2 9 44 201 197
Yorks, and Humberside Conurbation 572 16 9 18 32 314 182Ali other 358 20 12 17 47 170 92Total 930 36 21 35 79 484 275
Northw est Conurbations

Merseyside 311 15 7 6 22 80 181S.E. Lancs. 290 10 4 11 56 108 101Other urban 512 5 1 5 15 78
A  W  A

408Other rural 97 3 1 1 13 70 9
Total 1,210 33 13 23 106 336 699

East Midlands Urban 545 32 15 11 39 160 1 288
Rural 335 22 14 10 36 253Total 880 54 29 21 75 701

West Midlands Conurbation 259 7 8 13 50 no 71
Urban (A) 282 6 6 7 39 113 111Urban (B) 200 4 3 2 22 69 100Rural (A) 214 7 5 9 16 86 91Rural (B) 125 11 7 10 22 54 21Total 1,080 35 29 41 149 432 394

Wales Urban 90 1 6 83
Rural 400 3 14 383
Total 490 4 20 466

South West Urban 563 94 13 13 55 162 226
Rural 477 29 21 21 56 209 141
Total 1,040 123 34 34 111 371 367

East Anglia Total 550 41 63 446
South East

Outer Metropolitan Urban (A) 603 38 23 25 103 203 211Area Urban (B) 417 23 n 13 63 137 170
Rural (A) 249 32 10 11 54 92 50
Rural (B) 211 22 16 9 38 97 29
Total 1,480 115 60 58 258 529 460

Outer South East Urban (A) 453 100 22 19 46 140 126
Urban (B) 364 38 14 13 62 122 115
Rural (A) 368 76 22 11 64 164 31
Rural (B) 145 33 6 5 32 19 50
Total- 1,330 247 64 48 204 445 322

Greater London North East 23 3 1 2 8 9
houses North West 84 8 5 7 29 35

South East 123 3 4 5 25 37 49
South West 46 5 4 5 14 18
Total 276 19 i r 19 76 99 49

Greater London North East 26
flats North West 104

South East 42
South West 102
Total 274

Grand total 10,000

Weights applied to prices, not price relatives.
In some regions ‘Urban’ and ‘Rural’ categories have been divided into (A) and (B>, 
the more urban, or less rural, areas teing put in the (A) category.
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