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EXECUTIVE 
SUMMARY 

There has been a fundamental flaw at the heart of government housing policy over the last 50 
years: the idea that housing need can be met with policies focused on market demand. 

ɵ@ĎŇëňĊɶ ĮŬ ĊĎģĮňĎĊ ăƗ ŲĪĎ ŦĎōŦŁĎ ɥëňĊ ĮňƐĎŬŲōũŬɦ ƑĪō Ąëň ëģģōũĊ Ųō ăŵƗ ōũ ũĎňŲ Įň ŲĪĎ ŦũĮƐëŲĎ 
ŇëũĿĎŲɖ ɵrĎĎĊɶ ĮŬ ĊĎģĮňĎĊ ăƗ ĎƐĎũƗōňĎ Įň ňĎĎĊ ōģ ë ŬĎĄŵũĎɗ ëģģōũĊëăŁĎ ëňĊ ŬŵĮŲëăŁĎ ĪōŇĎɖ  

The private market alone will never end the housing emergency because it responds only to 
demand not need. For example, when people cannot afford to buy homes in an area, developers 
stop or slow building rather than drop prices. So, while some argue that new private housing 
supply should drive down prices, in practice it rarely does. 

The only way to meet housing need and help those excluded from the market is to build social 
rented homes. But this can conflict with the need for  private developers to maximise profits for 
shareholders by building market homes. It is up to the government to reconcile this. 

Too many are denied the foundation of a good home. Millions face unaffordable rents, struggle 
to move out, or are trapped homeless in temporary accommodation. To address the scale of the 
housing emergency in England and end homelessness for good, we need to build 90,000 social 
rent homes a year for 10 years. The government has made positive steps, including: a £39bn 10-
year Social and Affordable Homes Programme (SAHP) which will deliver c.18,000 social rent 
homes a year; Right to Buy reforms; and a long-term social rent settlement. Ministers have 
recognised that housing unaffordability drives insecurity, poor conditions and homelessness 
ëňĊ ŦōĮňŲĎĊ Ųō ŬōĄĮëŁ ĪōŵŬĮňĤɶŬ ĄũŵĄĮëŁ ũōŁĎ Įň ŲëĄĿŁĮňĤ ĄĪĮŁĊ ŦōƐĎũŲƗɖ 

However, there is tension within government policy. It has committed to delivering 1.5 million 
homes and the biggest increase in social and affordable housing in a generation. Yet, in the face 
of underwhelming annual private delivery rates, and under pressure from developers, it now 
proposes to relax planning requirements including for social and affordable homes.   

Such tensions are not new. Housing policy has too often focused on short-term economic 
growth rather than ensuring people have affordable and suitable homes. This leads governments 
to adopt policies that boost developer profits (e.g. cutting regulatory burdens like social housing 
requirements or granting mass permissions) in the hope this will translate into more 
housebuilding (economic activity). In this worldview, housing affordability is only relevant if it 
starts to constrain supply. However, this approëĄĪ ĊōĎŬňɶŲ ũĎŁĮëăŁƗ ĮňĄũĎëŬĎ ĪōŵŬĎăŵĮŁĊĮňĤɗ ăŵŲ 
does leave housing unaffordable, harming the wider economy long-term. 

»ĪĮŬ ŦëŦĎũ ŬĎŲŬ ōŵŲ ƑĪƗ ë ɵŲũĮĄĿŁĎ ĊōƑňɶ ëŦŦũōëĄĪ ɭ prioritising private supply at the expense of 
social housing ɭ cannot fix the affordability crisis and will fail to end the housing emergency.  

Trickle down approaches fail because, even at an average rate of 300,000 homes a year, more 
private supply would not meaningfully reverse the staggering increase in house prices over the 
past 40 years. And any small downward pressure on lower-ĎňĊ ũĎňŲŬ ģũōŇ ɵģĮŁŲĎũĮňĤɶ ƑĮŁŁ ģëŁŁ ģëũ 
short of providing affordable homes for the 132,000 households in temporary accommodation or 
ŲĪĎ ȞɖȢ ŇĮŁŁĮōň ŁĮƐĮňĤ ƑĮŲĪ ģũĮĎňĊŬ ōũ ģëŇĮŁƗ ăĎĄëŵŬĎ ŲĪĎƗ ĄëňɶŲ ëģģōũĊ Ųō ŇōƐĎ ōut. 
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¶ Trickle down approaches rely on increasing supply of new build homes for private sale and rent as 
the answer to making homes more affordable for everyone. The idea is that when wealthier 
households buy newly built homes at the top end of the market, they free up properties for others, 
ĄũĎëŲĮňĤ ë ĄĪëĮň ŲĪëŲ ɵģĮŁŲĎũŬ ĊōƑňɶ Ųō ŁōƑĎũ-income families. 

¶ This focuses housing policy on meeting demand for private sale rather than solutions which 
directly meet the urgent need for homes people can afford now. Sometimes advocates insist that 
deregulation alone can solve the housing emergency, and government should even ignore direct 
levers like building social homes. 

¶ Decades of relying on private supply, without meeting the desperate need for social housing, 
has fuelled the housing emergency: homelessness, rents and house prices are at record highs, 
and millions remain locked out of affordable, secure homes. 

¶ Several flawed assumptions underpin this approach. For example: as the Letwin Review found, 
private developers will only build homes at a rate which maintains local house prices; Increasing 
ŁëňĊ ŬŵŦŦŁƗ ƑĮŲĪĮň ŲĪĎ ĄŵũũĎňŲ ŬƗŬŲĎŇ ĮŬňɶŲ ňĎĄĎŬŬëũĮŁƗ ĎģģĎĄŲĮƐĎ at meaningfully improving 
housing affordability; and each house sold does not necessarily create a vacancy chain, as 
investment homes remain empty and chains often break. 

»ĪĎ ōňŁƗ ƑëƗ ŲĪĎ ĤōƐĎũňŇĎňŲɶŬ ŲëũĤĎŲ ōģ ȞɖȢ ŇĮŁŁĮōň ĪōŇĎŬ ƑĮŁŁ ŬĮĤňĮģĮĄëňŲŁƗ ĮŇŦũōƐĎ ëģģōũĊëăĮŁĮŲƗ 
would is if a substantial proportion are for social rent, where there is huge unmet need. It is 
unlikely the 1.5 million target can be achieved without more investment in social housing. The 
decline in housebuilding since 1980 is almost entirely due to reduced investment in social homes.  

Relying on private development to reach the target will inevitably be constrained by the inbuilt 
limits to private supply. The speculative development business model, which dominates private 
housebuilding in England, relies on accumulating land, acquiring planning permissions and 
ăŵĮŁĊĮňĤ ōŵŲ ĪōŇĎŬ ëŲ ë ũëŲĎ ƑĪĮĄĪ ŇëňëĤĎŬ ĊĎƐĎŁōŦĎũŬɶ ũĮŬĿ ëňĊ ŇëƖĮŇĮŬĎŬ ģĮňëňĄĮëŁ ũĎŲŵũňŬɘ 
i.e. developers are hard-wired to respond to the level of private demand in the market, rather 
than actual housing need.  

As a result, increasing land supply through planning reform alone will not effectively reduce 
house prices or improve affordability in the short to medium term. While the government has 
taken some very welcome steps to speed up the planning system and make it better focused on 
building the homes we need, planning reform is not the panacea some claim it to be.  

Similarly, demand-side policies like Help to Buy, and the growing use of housing as an asset, have 
propped up high prices. Lower affordable housing requirements (and the ability of developers to 
negotiate their way out of them) usually translate into greater profits for developers and/or 
landowners (i.e. higher land prices) rather than increased output and/or reduced prices.   

New evidence from London (see chapter two) shows how developers negotiate down affordable 
housing rather than the price they pay for land when assessing if a development site is viable. 
This explains why residential land prices in London have stayed high despite steep rises in 
construction costs (which should have put downward pressure on land prices), threatening the 
viability of new developments. It is plausible that these practices may be taking place across 
England, raising severe concerns about the potential loss of social homes nationally.  

Ultimately, the failure to end the housing emergency is down to incoherent policy that ignores 
ĪōŵŬĮňĤ ňĎĎĊɖ »ĪëŲɶŬ ƑĪƗ ŲĪĎ ĤōƐĎũňŇĎňŲ ŇŵŬŲ ëĊōŦŲ ë ňĎĎĊ-led development model that 
delivers genuinely affordable social homes so that everyone has a safe, affordable and secure 
place to call home.  
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THE STEPS TO A NEEDS-LED HOUSING MODEL 

¶ Set an overall target for the number of social rent homes the government wants to see 
delivered as part of the 1.5 million this parliament 

¶ Properly resource council planning departments to ensure high quality local plan 
creation with ambitious affordable housing targets 

¶ Require all large developments to include minimum 20% social rent housing 

¶ Close viability loopholes, aided by the minimum social housing requirement 

¶ Encourage compulsory purchasing of stalled sites and empty land to push housing 
developments forwards 

¶ Support and resource councils to take advantage of recent reforms which allow the 
ĊĮŬëŦŦŁĮĄëŲĮōň ōģ ɵĪōŦĎ ƐëŁŵĎɶ ƑĪĎň ŵňĊĎũŲëĿĮňĤ ĄōŇŦŵŁŬōũƗ ŦŵũĄĪëŬĎ 

¶ Use master planning and public contracting more generally to support housing delivery 
and reduce reliance on the speculative development model 

¶ Invest in social housing and clear the financial barriers to building, especially for local 
authorities  
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INTRODUCTION 
Successive governments have neglected social housing delivery, focussing their housing policy 
on building private housing to meet housing demand, often independent of need, and expecting 
ŲĪĎ ăĎňĎģĮŲŬ Ųō ɵŲũĮĄĿŁĎ ĊōƑňɶ Ųō ũĎŁĮĎƐĎ ŦũĎŬŬŵũĎ ōň ĪōŵŬĎĪōŁĊŬ ƑĪō struggle to afford a home. 
Yet after forty years of policies shaped by this logic, the affordability crisis has only deepened, 
with over 380,000 people recorded as homeless and millions more struggling with unaffordable 
rents or stuck living with friends and family. 

The government was elected on a promise to tackle the housing emergency. Doing so, however, 
will need bold action and require a fundamental break from the approach that has dominated 
housing policy for the past four decades and created the current crisis. In its first two years in 
office, the government has made some critical interventions which have begun to address the 
challenge. It has recognised the collapse in the supply of social rented homes as the root cause 
of the housing emergency and plans to invest £39bn in the Social and Affordable Homes 
Programme (SAHP) ɭ with 60% of the homes delivered with this funding for social rent. It has also 
taken steps to stem the costly loss of social homes through reforms to Right to Buy1 and brought 
ĮňŲō ģōũĄĎ ŲĪĎ ²ĎňŲĎũŬɶ ²ĮĤĪŲŬ !ĄŲ ƑĪĮĄĪ ƑĮŁŁ ĎňŬŵũĎ ŲĪëŲ ŦũĮƐëŲĎ ũĎňŲĎũŬ ĪëƐĎ ģëũ ŇōũĎ ŬĎĄŵũĮŲƗ Įň 
their homes. And it has given certainty to the social housing sector, with a ten-year rent 
settlement and confirmation of future housing standards.  

However, despite these positive steps, the logic of trickle down housing continues to drive much 
ōģ ŲĪĎ ĤōƐĎũňŇĎňŲɶŬ ŦōŁĮĄƗ ëĤĎňĊëɗ ŲĪũĎëŲĎňĮňĤ Ųō ŵňĊĎũŇĮňĎ ĊĎŁĮƐĎũƗ ōģ ŲĪĎ ƐĎũƗ ĪōŇĎŬ ňĎĎĊĎĊ 
Ųō ĎňĊ ŲĪĎ ĪōŵŬĮňĤ ĎŇĎũĤĎňĄƗɗ ŬōĄĮëŁ ĪōŇĎŬɖ wňĎ ōģ ŲĪĎ ĤōƐĎũňŇĎňŲɶŬ ģŁëĤŬĪĮŦ ŇëňĮģĎŬŲō 
promises was building 1.5 million homes in the course of the Parliament, and it has made this 
target central to both housing and economic policy. But with the SAHP only forecast to deliver 
the equivalent of 18,000 social rent homes through public subsidy each year over the next 
decade, the government is relying heavily on private developers to hit its target. Now, with 
private housing delivery falling in the face of weak demand for new build homes for private sale 
as well as rising developer costs,2 developers are using the 1.5 million homes target to lobby for 
reductions to affordable housing requirements claiming this will speed up delivery.3 Similarly, 
there is an increasingly powerful lobby that sees the housing emergency as simply a product of 
DňĤŁëňĊɶŬ ŦŁëňňĮňĤ ŬƗŬŲĎŇɗ ŦũĎŬĎňŲĮňĤ ŦŁëňňĮňĤ ũĎģōũŇ ëŬ ë ŦëňëĄĎë Ųō ăōōŬŲ ŦũĮƐëŲĎ ĪōŵŬĮňĤ 
ŬŵŦŦŁƗ ëňĊ ŬōŁƐĎ ŲĪĮŬ ĄōŵňŲũƗɶŬ ĪōŵŬĮňĤ ŦũōăŁĎŇŬɖ !ŁŁ ŲĪĎ while, the prospect that the government 
will revive the failed Help to Buy policy ɮ widely seen as inflating house prices ɮ grows ever 
greater.  

The government is now at a crossroads and must make a choice. It must decide on what outcome 
it principally wants to achieve, rather than be driven solely or primarily by hitting an overall homes 
target. The government has already proposed developer-friendly policies, for instance, to 
reduce affordable housing requirements in London and allow developers of sites of 10-49 homes 
nationally to make cash contributions rather than building social and affordable homes on-
site.7 But, as this paper shows, reforms such as these will likely fail on their own terms to 
significantly increase private supply or improve affordability while fewer social and affordable 
homes get built. If the government continues to pursue interventions designed to maximise 
private housing delivery even when these come at the expense of social housing, it is doomed to 
repeat the failures of the past and leave pressing housing need unaddressed.  
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We urgently need a new approach that places meeting genuine housing need at the heart of 
housing policy. To chart a new path, the government must urgently ramp up social housing 
delivery beyond what is currently planned, holding developers to account to deliver their fair 
share of social homes and getting councils building at scale once again. At the end of the day, 
voters will judge the government not on whether it has hit an arbitrary housing target, but on 
whether the government has materially reduced thĎĮũɗ ōũ ŲĪĎĮũ ģëŇĮŁĮĎŬɶɗ ĪōŵŬĮňĤ ĄōŬŲŬ ōũ ĪĎŁŦĎĊ 
them find an affordable, suitable home.4  

This paper sets out the reasons why the trickle down approach has failed, the loopholes in our 
planning system that mean developments too often fail to include the social homes they should, 
and the steps the government must take to tackle homelessness and improve the affordability 
of homes for those in the greatest housing need. 

 
1 MHCLG. (2024) Explanatory Memorandum to the Housing (Right to Buy) (Limits on Discount) (England) Order 
No.1073. Available at: https://www.legislation.gov.uk/uksi/2024/1073/pdfs/uksiem_20241073_en_002.pdf  
2 Savills, (2025) Housing delivery set to fall over the next five years despite recent planning reform as demand for 
new homes remains subdued. Available at: https://www.savills.co.uk/insight-and-opinion/savills-
news/377831/housing-delivery-set-to-fall-over-the-next-five-years-despite-recent-planning-reform-as-demand-
for-new-homes-remains-subdued 
3 For example, Home Builders Federation. (2025) Urgent Government action needed to prevent London housing 
delivery collapse, warns HBF. Available at: https://www.hbf.co.uk/news/urgent -government-action-needed-to-
prevent-london-housing-delivery-collapse-warns-hbf/  
4 Abou-Chadi, T., Hausermann, S., Bjorn, B. (2025) DŵũōŦĎɶŬ ĪōŵŬĮňĤ ĄũĮŬĮŬ ĮŬ ģŵĎŁŁĮňĤ ŲĪĎ ũĮŬĎ ōģ ŲĪĎ ģëũ ũĮĤĪŲɖ wŵũ 
research shows how to address it, The Guardian. Available at: 
https://www.theguardian.com/commentisfree/2025/nov/27/far -right -europe-progressive-parties-housing-crisis-
research; Abou-Chadi, T., Hausermann, S., Bjorn, B. (2025) PPRNet Policy Briefs 2025 ɭ The Politics of Housing, 
Progressive Politics Research Network. Available at: 
https://politicscentre.nuffield.ox.ac.uk/media/0dghm2jm/layouted_introduction.pdf  

https://www.theguardian.com/commentisfree/2025/nov/27/far-right-europe-progressive-parties-housing-crisis-research
https://www.theguardian.com/commentisfree/2025/nov/27/far-right-europe-progressive-parties-housing-crisis-research
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I: HOUSING 
AFFORDABILITY  

Successive governments have presented boosting private housing supply as the simple solution 
Ųō ŲĪĮŬ ĄōŵňŲũƗɶŬ ĪōŵŬĮňĤ ƑōĎŬ ɭ improving affordability for all, meeting housing need and helping 
aspiring homeowners into their dream home. This approach prioritises meeting housing 
demand, to which private housing supply is directly tied to, rather than housing need, meaning 
ŦĎōŦŁĎɶŬ ũĎŨŵĮũĎŇĎňŲ ģōũ ë ĪōŇĎ ŲĪëŲ ĮŬ ŬëģĎɗ ëģģōũĊëăŁĎ ëňĊ ŬŵĮŲëăŁĎ ģōũ ŲĪĎĮũ ĪōŵŬĎĪōŁĊɖ 9ŵŲ 
behind these claims, the impact of private housing supply on house prices and affordability more 
broadly is wide ranging, complex and hotly debated,5 and available evidence quickly brings these 
over-zealous claims into disrepute. In particular, as explored in this chapter, private housing 
supply will not meaningfully improve affordability for lower income groups in the greatest 
housing need. Without a significant expansion in social housing delivery as part of the 
ĤōƐĎũňŇĎňŲɶŬ ȞɖȢ ŇĮŁŁĮōň ňĎƑ ĪōŇĎŬ ŲëũĤĎŲɗ ŁëũĤĎ ňŵŇăĎũŬ ōģ ŦĎōŦŁĎ ƑĮŁŁ ũĎŇëĮň ŲũëŦŦĎĊ Įň 
homelessness or bad housing.  

1.1 HOW EFFECTIVE IS PRIVATE HOUSING SUPPLY AT IMPROVING AFFORDABILITY? 
Extensive economic modelling shows that even at the average rate of 300,000 homes per year 
initially promised by this government over the current parliament, more housing supply will not 
meaningfully reverse the staggering increase in real house prices we have seen over the past 
four decades.6 »ĪĎ ĤōƐĎũňŇĎňŲɶŬ ōƑň ĎĄōňōŇĮĄ ŇōĊĎŁ ģĮňĊŬ ŲĪëŲɗ Įģ ōƐĎũëŁŁ ĪōŵŬĮňĤ ŬŲōĄĿ 
increases by 1 per cent, house prices would only fall by around 2 per cent.7 Even if the government 
hits it 1.5m new homes target, the lack of social housing delivery currently planned means it will 
fail to deliver meaningful improvements in housing affordability and fail to address urgent 
housing need. For instance, one study finds that, even after 20 years in this scenario, house 
prices would reduce by a meagre 10% in comparison to the 160% real terms increase between 
1996 and 2018, all else equal.8 Given the urgency of tackling the housing emergency, the role of 
increasing private supply to reduce house prices or seriously improve affordability to the 
necessarily levels in the short to medium term is clearly limited.  

Some of the reasons for this are unavoidable and not unique to England. For instance, the vast 
majority of housing transactions (around 90%) happen on the secondary market (i.e. second-
hand homes rather than new builds), reflecting the relative size of overall housing stock to any 
new supply.9 By contrast, for commodities such as wheat, prices are largely set in primary 
markets for newly produced goods; in housing, any price impact from increased private delivery 
is instead mediatedɮand limitedɮby the much larger secondary market.10 

[ōƑĎƐĎũɗ ŲĪĎũĎ ëũĎ ŇëňƗ ĊƗňëŇĮĄŬ ëŲ ŦŁëƗ ƑĮŲĪĮň DňĤŁëňĊɶŬ ŁëňĊ ëňĊ ĪōŵŬĮňĤ ŇëũĿĎŲ ŲĪëŲ ëũĎ 
unique or especially extreme to this country, shaped heavily by the decisions of successive 
governments, the Bank of England since its creation, and international market flows over the 
ŁëŬŲ ĪëŁģ ĄĎňŲŵũƗɖ ^Ų ĮŬ ŲĪĎŬĎ ŲĪëŲ ëũĎ ŁëũĤĎŁƗ ũĎŬŦōňŬĮăŁĎ ģōũ ĊũĮƐĮňĤ ŲĪĮŬ ĄōŵňŲũƗɶŬ ŬŲëĤĤĎũĮňĤ 
growth in house prices and together dampen the impact of new private supply on prices, set out 
below.  



 

 

11 

 

¶ Unlike other commodities, people consume more and more housing as they get richer 
meaning rising demand for larger properties and ownership of multiple homes.11 In 
England, income growth, as found by economic modelling, has played a significant role 
in the rise in house prices over the last 40 years, amplified by policies that greatly 
encourage investment in property, not least a regressive housing taxation system.12 This 
upward pressure on house prices has been driven disproportionately by those at the top 
of the income distribution, especially given the growth in income inequality since 1980.13 
Moreover, the economic strategies pursued both by national and many local 
governments have further concentrated higher income groups in expensive areas.14  

o The distinguished economist, John Muellbauer, disaggregates the effects of 
population growth, showing that it was not a central driver of the sharp rise in 
prices between 1980 and 2008 when the housing stock grew by more than enough 
to keep up with population growth.15 Since 2008, population growth has played a 
somewhat larger role, but income growth per head - rising far faster than 
population - remains the much stronger influence over the long-term.16  

¶ Many economists (see note17) point to falling interest rates as the key reason house prices 
have spiked so dramatically in England over the last 30 or so years, fuelling demand and 
purchasing capacity.18 Financial investors are willing to pay more for land and housing in 
the face of falling investment yields elsewhere (for instance in relation to falling long-
term 20-year bond yields)19, as well as generous tax regimes.20 As a consequence, 
affordability worsens for all and new builds frequently stay empty.21  

¶ Low interest rates, alongside liberalised credit, have also driven up demand and 
purchasing power for debt-driven buyers, including buy-to-let landlords (further 
encouraged by unregulated rents, increasing the price they are willing to pay), owner-
occupiers and second home buyers.22 Cash buyers also entered the market.23 

o A feedback loop develops, whereby liberalised credit pushes up house prices, 
meaning higher levels of credit are needed for others to buy, enabled by rising 
collateral values which derisks larger loans, and so on. 24   

¶ Unlike rents which mainly reflect current market conditions, house prices also reflect 
expectations of future rent increases and capital gains. This means that, where a rise in 
price for most other economic commodities leads to falling demand, housing actually 
ăĎĄōŇĎŬ ŇōũĎ ëŲŲũëĄŲĮƐĎ ƑĮŲĪ ũĮŬĮňĤ ŦũĮĄĎŬ ëŬ ăŵƗĎũŬɶ ĎƖŦĎĄŲëŲĮōňŬ ĎƖŲũëŦōŁëŲĎ 
significant rises.  25  This can lead to significant, persistent house price increases.  

¶ An insecure, expensive private rental market, alongside a reduction in social housing 
ŬŲōĄĿɗ ĪëŬ ŬŲũĎňĤŲĪĎňĎĊ ĪōŵŬĎĪōŁĊŬɶ ŦũĎģĎũĎňĄĎ ģōũ ĪōŇĎōƑňĎũŬĪĮŦ ōƐĎũ ũĎňŲĮňĤɗ 
further fuelling demand and pushing up prices.26  

¶ The speculative development model limits housing delivery in order to prop up house 
prices by exploiting the distinctive nature of housing and land within the UK economy. 
Despite some claims, there are a wide range of reasons, beyond just the planning system, 
that cause these low build out rates and slow delivery (see chapter two).27  

Together, these dynamics have stoked housing demand, often independent of actual need, and 
encouraged buyers to pay more for housing, overwhelmingly pushing up prices (see Figure 1 for 
illustrative purposes). Addressing these trends would support the healthy functioning of our 
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economy and housing market and begin undoing some of the most damaging policy decisions of 
ŦũĎƐĮōŵŬ ĤōƐĎũňŇĎňŲŬ ŲĪëŲ ĪëƐĎ ŲŵũăōĄĪëũĤĎĊ DňĤŁëňĊɶŬ ĪōŵŬĮňĤ ĎŇĎũĤĎňĄƗɖ28  

Figure 1 - House Price Index (real terms), Shelter analysis comparing the house price index (nominal) with the CPI index 
(2015 = 100), 1900-2016, Source: Bank of England, A millenium of macroeconomic data for the UK, A32 Property Prices 
and Rent and A47 Wages and prices, Available at: www.bankofengland.co.uk/statistics/research-datasets. Created 

with Datawrapper 

Some commentators claim that dramatically increasing annual housing supply to levels as high 
as 450,000, or even 650,000, homes across Britain will radically improve housing affordability. 
But these arguments offer little in the way of practical value or actionable solutions given their 
foundation in an overstated understanding of the impact that planning reform alone can have on 
speeding up housing delivery or reducing house prices (see here29 and chapter two). And any 
serious housing policy must be mindful of environmental impact.30   

In fact, the last time we hit more than 300k homes in 1969, nearly half were council built social 
homes.31 Reaching these levels without this level of social housebuilding over the parliament 
would likely require reinvigorating Help to Buy, propping up house prices and therefore largely 
nullifying the affordability impacts of building more homes. 32 The evidence is clear: demand-
side interventions funnel government money into keeping house prices high and the benefits 
flow towards a narrow group of buyers, most of whom would likely have been able to 
buy anyway.33 Public money is far better spent on delivering social rent homes which directly 
improve affordability and meet a genuine housing need, rather than artificially stimulating 
demand for expensive new build properties.34 

Similarly, attempts by the government to drive up real household incomes while merely reigning 
in house price inflation are also unlikely to meaningfully improve housing affordability given the 
tendency within the UK economy for income growth to be directed into increasing housing 
demand, thus inflating house prices.35 As Office for Budget Responsibility analysis showed, such 
is the upwards pressure of rising incomes on house prices in this country, house prices tend to 
rise faster than incomes over time.36 The economist, Josh Ryan-Collins, amongst others, 
provides clear evidence that, if the government truly wants to dampen house prices relative to 
incomes within the UK economy, more emphasis will have to be given to reducing the demand 
for more and bigger properties, especially as an asset. 37  

http://www.bankofengland.co.uk/statistics/research-datasets


 

 

13 

 

But this policy discussion has little bearing on the lives of those at the sharper end of the 
housing emergency where rental affordability rather than house prices matters most.  
Homeownership is utterly out of reach for the 48% of private renters who have no savings at all.38 
Indeed, two-thirds (65%) of private renters in the lowest income group have less than £200 in 
savings.39 Low earners are often far closer to homelessness than homeownership, with the 
lowest income private renters now spending 63% of their income on rent, making it impossible 
to save for a deposit.40 And those who can afford to move into homeownership are 
disproportionately likely to be on higher incomes, with over 60% of first-time buyers being from 
the top 40% of earners.41  

Ȟɖȟ Ò[Ø »²^:klD @wÒr [w¾µ^rW Òwrɶ» qDD» ¾²WDr» [w¾µ^rW rDD@ 
At the centre of trickle down housing exists a belief that when wealthier households buy or rent 
newly built homes at the top end of the market, they free up properties for others, creating a 
chain of rational actors moving into slightly better properties ŲĪëŲ ɵģĮŁŲĎũŬ ĊōƑňɶ Ųō ģũĎĎ ŵŦ 
cheaper properties for lower-income families to rent, thereby meeting a genuine housing need. 
In doing so, this improves housing affordability across the board. The most extreme proponents 
argue that building million-pound houses brings greater social benefit than building genuinely 
affordable social homes.42 But the simple fact is, despite relying on the private market for the 
last 45 years, housing affordability has largely worsened and the number of homeless households 
stuck in temporary accommodation has hit record levels.43 »ĪĮŬ ģëĮŁŵũĎ ĮŬ ăōũňĎ ōŵŲ Įň ŦĎōŦŁĎɶŬ 
ĎƖŦĎũĮĎňĄĎŬ ōģ ŬĎĎĮňĤ ňĎƑ ĊĎƐĎŁōŦŇĎňŲŬ Ĥō ŵŦ ëũōŵňĊ ŲĪĎŇ ŲĪëŲ ĊōňɶŲ ĮŇŦũōƐĎɗ ōũ ĎƐĎň ƑōũŬĎňɗ 
affordability in their areas - as housing journalist Pete Apps states: 

ɳ^ģ Ɨōŵ ŁĮƐĎĊ Įň qëňĄĪĎŬŲĎũ ăĎģōũĎ ĪëŁģ ŲĪĎ ƑōũŁĊɶŬ ŦĎňŬĮōň ģŵňĊŬ ŬŲëũŲĎĊ ŲŵũňĮňĤ ŵŦ ëňĊ ăŵĮŁĊĮňĤ 
skyscrapers, you are not wrong to feel that it used to be easier to pay your rent. The same is true 

in London. Canning Town, where I grew up, has not become cheaper since the bit around the 
ŬŲëŲĮōň ĄōňƐĎũŲĎĊ ĮŲŬĎŁģ ĮňŲō ë ŦŁëŬŲĮĄ ƐĎũŬĮōň ōģ qëňĪëŲŲëňɖɴ44 

In the face of this challenge, continued proponents of trickle down housing have tried to counter 
ŲĪĮŬ ũĎëŁĮŲƗ ăƗ ëũĤŵĮňĤ DňĤŁëňĊɶŬ ŦũōăŁĎŇ ĮŬ ŬĮŇŦŁƗ ŲĪëŲ ĮŲ ĪëŬ ňōŲ ăŵĮŁŲ enough private homes for 
the benefits to be properly felt and sufficiently filter down to lower income groups. While the 
trickle down approach has significant theoretical and practical flaws (explored in section 1.3), 
these arguments are not entirely without factual or empirical basis. Taking these claims at face 
value, flooding every local housing market across England with very high levels of new private 
housing would likely exert significant downwards pressure on prices and rents. And, more 
realistically, a growing body of quantitative evidence, particularly from the US, shows that 
expanding private supply can improve affordability, normally marginally, across the income 
spectrum (although evidence also shows it can inflate rents too and differences in our tax 
systems make US evidence less relevant to the UK ɭ see section 1.3). The literature also provides 
some useful lessons for how housing markets work.45 But the key point here is that this view 
glosses over the practical limitations of greatly accelerating private delivery (see chapter two) 
and underestimates the severity of the housing emergency, explored below.  

qĮŁŁĮōňŬ ōģ ĪōŵŬĎĪōŁĊŬ ŬŲũŵĤĤŁĎ Ųō ëģģōũĊ ë ŬŵĮŲëăŁĎ ĪōŇĎ Ųō ŇĎĎŲ ŲĪĎĮũ ōũ ŲĪĎĮũ ģëŇĮŁƗɶŬ ňĎĎĊŬɖ ȞɖȢ 
million so-ĄëŁŁĎĊ ɵĄōňĄĎëŁĎĊɶ ĪōŵŬĎĪōŁĊŬ Įň DňĤŁëňĊ ëũĎ ģōũĄĎĊ Ųō ŁĮƐĎ ƑĮŲĪ ōŲĪĎũŬ ëŬɗ ăƗ 
definition, they cannot afford to live elsewhere, one of the key causes of overcrowding.46 132,000 
households in temporary accommodation are stuck living with instability, often in poor 
conditions, for months or even years.47 And six in ten (60%) private renters struggle to keep up 
with the cost of their home.48 These groups in desperate housing need are either not able to 
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exercise choice in the market to find a slightly better property to move in to or, in the case of 
homeless and concealed households, are totally unable to enter the market to begin with.49  

From the evidence available, the downwards pressure on lower end market rents and apparent 
increased availability of cheaper properties from filtering effects are generally nowhere near 
enough to enable these groups to find suitable homes. For instance, one optimistic study from 
Germany found a 1% increase in new housing supply lowers average rents by 0.19% while another 
looking at New York found that within a 500ft area rents decrease by 1% after a 10% increase in 
the housing stock.50 Even at high delivery rates, these fairly marginal changes, while technically 
significant, are largely inconsequential if you are completely excluded from the market, 
especially if, as a study by the Greater London Authority (GLA) finds, vacancy chain effects take 
ŦŁëĄĎ ɵōƐĎũ ŬĎƐĎũëŁ ƗĎëũŬ ōũ ĎƐĎň ĊĎĄëĊĎŬɶɖ 51  These households routinely fail affordability checks, 
often cannot front a guarantor, and may lack savings for rental deposits and, as such, the 
likelihood of a vacancy chain resulting in a supressed or homeless household entering the market 
is extremely low.  

1.3 THE FILTERING EFFECT AND PRIVATE RENTAL AFFORDABILITY 
»ĪĎ ɵģĮŁŲĎũĮňĤɶ ĎģģĎĄŲ ĮŬ ňōŲ ōňŁƗ ũĎŁëŲĮƐĎŁƗ ƑĎëĿ Įň ĮŲŬ ëĄŲŵëŁ ĮŇŦëĄŲ ōň ũĎňŲŬ ōũ ŇĎĎŲĮňĤ ŲĪĎ ŇōŬŲ 
urgent housing need. It is also theoretically unsound, partly built on flawed or overstated 
assumptions, as set out below. 

(a) Studies that model cause and effect show that new private supply within a neighbourhood 
can attract wealthier residents and higher end amenities and apply upward pressure to rents , 
ĄōĮňĎĊ ŲĪĎ ɵëŇĎňĮŲƗ ĎģģĎĄŲɶ ëňĊ ɵĮňĊŵĄĎĊ ĊĎŇëňĊɶɖ52 For instance, while Li finds greater downward 
pressure resulting from new supply, leading to a small net reduction in prices and rents, the 
'induced demand' effect is nonetheless significant and applies upward pressure. Research by the 
Greater London Authority (GLA), along with other studies, find instances where the amenity 
effect outweighs the supply impacts of new homes, pushing up prices and rents overall, 
especially in low-income areas.53 This can encourage gentrification by making neighbourhoods 
less affordable to low-income households who cannot compete in a rising local market and are 
pushed out.54 There is also a significant likelihood that, even if cheaper rental properties are 
freed up, the landlords of these properties may retarget their property at higher-income 
prospective tenants to extract higher rents as an area becomes increasingly gentrified.  

(b) Separately, broader upward movements in local market rents can provide justification for 
landlords to raise rents for existing tenants, for instance Shelter/YouGov polling in 2023 found 
that 31% of landlords had made their previous rent increase "because the market is going that 
way in the area".55 ̂ ŲɶŬ ĮŇŦōũŲëňŲ Ųō ũĎĄōĤňĮŬĎ ŲĪëŲɗ ŵňŁĮĿĎ ŲĪĎ ŇëũĿĎŲ ģōũ ĄëũŬɗ ģōũ ĮňŬŲëňĄĎɗ ƑĪĎũĎ 
people can exchange with sellers across the country or substitute out cars for public transport 
or cycling if cars become too expensive, rental markets, although influenced by a wide range of 
factors, are characterised by unequal bargaining power. Renters need a home in a location near 
ŲĪĎĮũ ƑōũĿ ëňĊ ŲĪĎĮũ ĄĪĮŁĊũĎňɶŬ ŬĄĪōōŁŬ ģōũ ĎƖëŇŦŁĎɗ ëŬ ƑĎŁŁ ëŬ ŲĪĎĮũ ƑĮĊĎũ ŬŵŦŦōũŲ ňĎŲƑōũĿŬɖ 
There is no substitute for a home and changing location because rents have become 
unaffordable comes with significant impacts on peoplesɶ ŁĮƐĎŬɖ  

Commentators that suggest the forced displacement of existing communities is the natural and 
efficient outcome of laissez-faire economics neglect not only the experience of individuals and 
families, but also the negative economic impact and growing societal unrest arising from 
ĄĪũōňĮĄ ĪōŵŬĮňĤ ĮňŬĎĄŵũĮŲƗ ëňĊ ĊĎŬŲëăĮŁĮŬĎĊ ĄōŇŇŵňĮŲĮĎŬɗ ëŬ ƑĎŁŁ ëŬ ĊĮŬũĎĤëũĊĮňĤ ŲĪĎ ŬŲëŲĎɶŬ 
agency to act.56 Neither are the other apparent outcomes of relying on filtering effects ɭ lower 
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income families concentrated in poorer quality private housing and social housing as an 
ambulance tenure ɭ conducive to a healthy, productive, or fair society.57  

(c) The vacancy chain effect often stretches across geographical areas.  For instance, after 
building a new private home in a high demand area, even if most moves within a vacancy chain 
occur close to the new development, the chain can still end with a vacancy in a lower-demand 
area. In practice, this means a new private home in a high-demand city like Manchester may 
ultimately free up housing in places where housing demand is much lower and rents more 
affordable, so any affordability gains for lower-income households leak away from the areas 
where they are targeted and most needed.58 ̂ ŲɶŬ ƐĮŲëŁ ŲĪëŲ ňĎƑ ĪōŵŬĮňĤ ŬŵŦŦŁƗ Įň ĪĮĤĪ-rent areas 
actually meets the housing need of lower-income households and key workers in those areas, 
especially given that, for instance, private rents are unaffordable in nearly half of England for a 
newly qualified nurse.59 

¶ This problem is potentially exacerbated by the fact that empty homes in England are 
concentrated in the most and least affordable areas, with the cheapest empties 
concentrated in the former and vice versa.60 In lower demand areas which tend to have a 
higher concentration of lower quality, empty homes, a 2024 report by Shelter showed it 
is fast and cost-effective to acquire and convert these properties into social rent 
homes.61 Freeing up even more lower quality properties in these areas, as the filtering 
theory goes, will not necessarily help meeting housing need.  

¶ Conversely, as stated, there is no shortage of high-end vacant properties in high demand 
areas, undermining the argument that high end new builds will even trigger vacancy 
ĄĪëĮňŬɖ ^ň ģëĄŲɗ ŇōĊĎŁŁĮňĤ ĮňĊĮĄëŲĎŬ ŲĪëŲ ɳȤȟʤ ōģ lōňĊōňɶŬ ɩŲĎňŬ ōģ ŲĪōŵŬëňĊŬɪ ŁōƑ-use 
properties were more expensive than average homes in these areas, offering evidence 
ōģ Ŭō ĄëŁŁĎĊ ɵŁŵƖŵũƗ ăŵƗ-to-leave-ĎŇŦŲƗɶɴɖ62 The same analyst also identifies a correlation 
between rising numbers of empty homes in areas of high development,63 indicating the 
likelihood that these vacancy chains sometimes never even get started.64 

(d) In addition, as mentioned, the growing evidence from the US of the filtering effect is also 
less relevant to the UK due to different taxation systems . Annual property taxes in the US are 
locally proportional to home values which discourages the asset demand for housing. In 
contrast, the very regressive nature of council tax in the UK encourages demand for, and hence 
the construction of, high end low tax housing and diverts construction capacity from building 
housing more relevant to the mass of the population. This likely lengthens the filtering chain 
before a cheaper property is freed up and increases the chance of a new build home staying 
empty. Moreover, if a home becomes and stays vacant during the middle of the filtering chain, 
the chain breaks. 

(e) »ĪĎũĎ ĮŬ ëŁŬō ë ƑĎëŁŲĪ ōģ ĎƐĮĊĎňĄĎ ŦŵŬĪĮňĤ ăëĄĿ ëĤëĮňŬŲ ŲĪĎ ɵũëŲĮōňëŁ ëĄŲōũɶ Įň ŲũĮĄĿŁĎ ĊōƑň 
economics which applies to trickle down housing too. 65 People do not necessarily go to the 
huge effort and cost of moving home, merely because a slightly more affordable property 
appears down the road.66 The poor quality of many private new builds, alongside the problems of 
service charges and leasehold arrangements, places further doubt on the filtering claim67, as well 
as disincentives to move from within our tax system.68  

(f) Research also demonstrates that local authority areas with high concentrations of Build to 
Rent developments, sometimes cited as the answer to unaffordable private rented sector 
rents, frequently have well -above average rents and rental-price growth ra tes.69 Some rightly 
point out that increased average rents are not necessarily evidence that lower end properties 
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ĪëƐĎňɶŲ ăĎĄōŇĎ ĄĪĎëŦĎũɖ [ōƑĎƐĎũɗ ŲĪĎ ŬŲëĤĤĎũĮňĤ ũĎňŲ ĮňĄũĎëŬĎŬ Įň ŬōŇĎ ōģ ŲĪĎŬĎ ëũĎëŬ ɥŬĎĎ 
examples here70) is concerning considering the risk of stimulating especially strong amenity 
effects and induced demand driving up rents and displacement.  

1.4 THE URGENT NEED TO PRIORITISE MAXIMISING SOCIAL HOUSING DELIVERY 
Private housing delivery cannot, and will not, meet the urgent housing need of those homeless 
and unable to enter the housing market. Alone, it will primarily reshuffle who lives where (albeit 
with slightly lower housing costs perhaps) rather than provide homes to those currently excluded 
from the market. Conversely, private housing supply, or any lack of it, is also not the cause of 
homelessness or the growth in concealed households since 1979 (see here71), and studies 
suggest that private supply constraints tend to have only modest impacts on rent.72 Instead, 
evidence shows that the damaging trends in private rental affordability and housing need are 
first and foremost a result of cuts to social housing and housing benefit. 73 The record private 
rent rises across England over the last few years are without doubt a serious problem for this 
country, especially for lower income groups holding on to private tenancies.74 But this problem 
is made particularly acute due to the lack of social housing which has fuelled the increased size 
of the PRS and concentrated lower income households within it. 

[ōŵŬĮňĤ ăĎňĎģĮŲ ģōũ ŦũĮƐëŲĎ ũĎňŲĎũŬ ƑëŬ ŬŵŦŦōŬĎĊ Ųō ɵŲëĿĎ ŲĪĎ ŬŲũëĮňɶ ōģ ĄŵŲŬ Ųō ĮňƐĎŬŲŇĎňŲ Įň 
bricks-and-mortar social homes, but successive governments have baulked at the cost of 
supporting low-income families to afford market-rate rentals.75 Subsequent cuts to housing 
ăĎňĎģĮŲ ĪëƐĎňɶŲ ăĎĎň ăëŁëňĄĎĊ ăƗ ë ũĎŲŵũň Ųō ĊĎŁĮƐĎũĮňĤ ŬōĄĮëŁ ĪōŵŬĮňĤ ëŲ ŬĄëŁĎɖ ^ň ŲĪĮŬ ŲĮŇĎɗ 
DňĤŁëňĊɶŬ ŬōĄĮëŁ ĪōŵŬĮňĤ ŬŲōĄĿ ĪëŬ ňĎëũŁƗ ĪëŁƐĎĊ ëŬ ë ŦũōŦōũŲĮōň ōģ ëŁŁ ĪōŵŬĎĪōŁĊŬ ŬĮňĄĎ ȞȦȥȝ 
while more than a third of private renters now rely on the housing element of Universal Credit to 
pay their rent. And, for these renters, buying power is constrained by years of real terms cuts to 
the level of the local housing allowance (LHA) which determines the amount they can receive, 
with 54% having a shortfall to the real cost of their rent.76 i²VɶŬ ëňëŁƗŬĮŬ ŬĪōƑŬ ŲĪëŲ ōƐĎũëŁŁ 
housing subsidies have fallen from 16.5% of the total day-to-day cost of housing services in 1979 
to 11.5% in 2019ɭ20, accounting for a far smaller share of housing costs than in the past.77  

To meaningfully improve affordability and address urgent housing need, the government 
must prioritise maximising social housing delivery to far higher levels than currently planned , 
both through grant-funded direct delivery and section 106 agreements (which place obligations 
on private developers to build affordable homes ɭ ŬĎĎ :ĪëŦŲĎũ ȟɦɖ »ĪĎ Wl!ɶŬ ōƑň ũĎŬĎëũĄĪ ĮňŲō 
ŲĪĎ ģĮŁŲĎũĮňĤ ĎģģĎĄŲ ŬŲëŲĎŬ ŲĪëŲ ɵɶňĎƑ ŬōĄĮëŁ ĪōŵŬĮňĤ ŦũōƐĮĊĎŬ ŲĪĎ most immediate and direct 
benefits for low-ĮňĄōŇĎ ĪōŵŬĎĪōŁĊŬɖɶ78 Rather than relying on an uncertain chain of filtering, 
each new social home built provides a genuinely affordable, secure housing option, helping to 
directly address the increase in concealed and homeless households. Government must also 
unfreeze the local housing allowance, so that low-income households unable to access a social 
home are not pushed towards housing cost-induced poverty and homelessness.79 

Private housing delivery can clearly place downward pressure on house prices and rents. But 
these positive impacts on affordability can be temperamental and are not strong enough to 
justify policies that prioritise boosting private supply where these risk undermining social 
housing delivery. The next section explores in greater detail why planning reform is not a simple 
panacea to ending the housing emergency, and how policies that give priority to private delivery 
over social housing can entrench a damaging policy cycle that weakens provision across both 
private and social sectors.  
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II: PLANNING & 
SPECULATION 

 
Rising development land and house prices over the last 40 years, although belonging to distinct 
markets, interact and have reinforced one another, locking this country into a damaging 
feedback loop that pushes out social housing delivery and fuels the growing unaffordability of 
housing. While the intricacies of this dynamic are well-documented,80 a few essential 
observations and their subsequent implications within our current system are particularly 
important when considering how to end the housing emergency, summarised below and 
explored further throughout this chapter:  

¶ Speculative trading and promotion of land, supercharged by the fact landowners are able 
to keep a huge share of any resultant land value uplift, pushes out social housing delivery 
(section 2.1).  

¶ House price changes (should, in theory) feed into the land market rapidly by impacting 
the demand for land and the price developers are willing to pay for it. The high price 
developers pay for land is partly fueled by the high price of housing which can impact 
social housing delivery levels, as well as the volume and price of private new builds. 
Feeding into this:  

o Developers limit build out rates in order to sell homes at a premium, aided by their 
concentrated market power (section 2.2.). This is a strategy to protect profits 
and cover the cost of the land purchase and can, in turn, increase the amount 
they can pay for land, helping them make competitive bids. 

o As we see in section 2.3, this issue is exacerbated, not improved, by low or weakly 
enforced affordable housing requirements which allow land values to inflate 
further as developers bet on being able to reduce affordable housing provision, 
meaning that more development value can flow towards land price and developer 
profit.  

o The special economic characteristics of land, explored in section 2.2, underly 
these dynamics because they mean that land does not respond in the same way 
to demand and supply signals as other commodities. 

¶ However, it is vital to understand that, as planning and development experts Michael Ball 
et al set out, while residential land prices are (or at least should be) sensitive to house 
price changes in the short to medium term, the opposite does not necessarily hold.81 At 
least in the short to medium term, increasing land supply (and any consequent reduction 
in development land prices) alone is not necessarily effective at rapidly reducing house 
prices in our current system. This is because of the time lag of delivery and the fact that 
it may not necessarily translate into an increase in private housing supply that would be 
rapid and significant enough to help meaningfully reduce prices. Neither do reduced land 
costs directly reduce new build prices due to houseăŵĮŁĊĎũɶŬ ĄōňĄĎňŲũëŲĎĊ ŇëũĿĎŲ ŦōƑĎũ 
to sustain high prices and channel savings into greater profits. See sections 2.2 and 2.4. 
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This chapter delves deeper into these dynamics and the mechanics of policy interventions that 
seek to boost private housing delivery by, firstly, cutting developer obligations and, secondly, 
increasing land supply through planning reform by shifting away from the current discretionary 
system. While the former is counter-productive, reliance on the latter is ineffective at 
meaningfully improving housing affordability to meet housing need, especially without further 
modifications.  82 Instead, addressing the dysfunction in our land and housing markets and ending 
the housing emergency requires a break with the cycle that fuels it, alongside direct investment 
in social homes. The government must stand firm on affordable housing requirements and be 
bolder in its intervention in the market.  

2.1 HOW DOES VALUE EXTRACTION FROM LAND AND HOUSING OPERATE? 
Speculation on land and housing operates, in simple terms, as follows: 

¶ Developers or land promoters and traders acquire land with potential for housebuilding, 
ōũ ňĎĤōŲĮëŲĎ ƑĮŲĪ ŁëňĊōƑňĎũŬ ģōũ ëň ɵōŦŲĮōňɶ ëĤũĎĎŇĎňŲ Ųō ŦŵũĄĪëŬĎ ĮŲ ëŲ ë ģŵŲŵũĎ ĊëŲĎ83 

¶ Land tends to increase in value over time (see section 2.2), while promoters seek to add 
value to it directly by, for instance, seeking planning permission for development 

¶ The land is then sold on at a profit (with or without planning permission) to a third party 
or the permissioned homes are built out for sale by the developer who has purchased the 
site following promotion.  

The profits of land traders and land promoters, arise nearly exclusively from the value growth in 
the land. Values can increase by 93 times, for example, when residential permission is granted 
on previously agricultural land84, and for both land traders and developers, the greatest profits 
(but also the greatest risk) come with buying land with the greatest potential value growth. 
However, it is widely evidenced that this value growth is not actually created by those who profit 
from it. 85 Instead, value is created by local and national planning decisions, particularly about 
which developments receive planning approval, as well as the actions of both the state and wider 
ĄōŇŇŵňĮŲƗ Ųō ĮňĄũĎëŬĎ ŲĪĎ ŁëňĊɶŬ ĊĎŬĮũëăĮŁĮŲƗɖ86  As explored later, prospective increases in land 
values deriving from a more valuable potential use of the land, known as hope value, belonged to 
the state after WW2. Today, a far greater share is extracted for private gain rather than used for 
public benefit like funding social housing. Each time land is traded speculatively (or promoted) 
before being bought by a developer to build on, it extracts value that could have been used to 
deliver social housing or other benefits to the local community.87 

Given that land now accounts for around 73% of the value of UK homes,88 the value of land is also 
ë Ňëļōũ ŬōŵũĄĎ ōģ ĪōŵŬĎăŵĮŁĊĎũŬɶ ŦũōģĮŲ Ųōōɖ »ĪĎ ŇëļōũĮŲƗ ōģ ŦũōģĮŲŬ Ċō ňōŲ ŲĎňĊ Ųō ëũĮŬĎ ŦũĮŇëũĮŁƗ 
from efficiencies or increases in productivity during construction.89 The then Chief Executive of 
Taylor Wimpey put this clearly:  

ɳÒĎ ŬëĮĊ ŲĪëŲ ƑĎ ƑĎũĎňɼŲ ļŵŬŲ ë ĪōŵŬĎ ăŵĮŁĊĎũɗ ƑĎ ƑĎũĎ ë ŁëňĊ ŦōũŲģōŁĮō ĄōŇŦëňƗɗ ŲĪëŲ ōŵũ ŇëĮň 
driving goal, our main way of adding value was adding value to the landbank, taking it through the 

ŦŁëňňĮňĤ ŦũōĄĎŬŬɖ ÒĎ ŬŲĮŁŁ ăĎŁĮĎƐĎ ŲĪëŲ ŲōĊëƗɖɴ ɥ¯ĎŲĎ ²ĎĊģĎũňɗ 17 May 2016).90 

The key difference from pure land traders, as the quote alludes to, is that when developers 
actually build (many operate as land traders and promoters91), they capitalise land values by 
constructing and selling homes. Land with new housing is more valuable than land without, and 
therefore more profitable,92 but this makes their profits dependent on predicting future sale 
prices relative to expected costs. When agreeing a price for land, developers therefore have to 
make assumptions on the minimum price they can achieve for new homes and still meet their 
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profit expectations - which they generally set at a risk-adjusted percentage of the predicted 
overall development value (itself a contested area), detailed in the viability box below.  

2.2 HOW ARE DEVELOPERS ABLE TO RESTRICT THE PACE OF HOUSING DELIVERY? 
To secure maximum total profits without increasing delivery rates, private developers manage 
build out rates and drip feed new homes onto local housing markets at a rate that ensures the 
new homes sell at their premium price target and deliver the maximum profit per unit, 93 coined 
the absorption rate.94 In fact, these homes are often aimed at investors in high demand areas as 
the current slowdown in building in London shows. A 90% drop in new build sales to investors 
compared with 2014 has left a dearth of potential buyers who can afford the cost of a new flat in 
the capital.95 Crucially, for developers, limiting build out also reduces risk within a market prone 
to booms and busts - especially important since the Global Financial Crisis.96 The Letwin and 
Competition and Markets Authority reviews of the sector both confirmed that volume builders 
do not increase the supply of private housing beyond local absorption rates as this would see 
prices, and therefore profit margins, fall.97 

Private developers are able to restrict the pace of housing delivery to support higher profits 
because their concentrated control over scarce developable land gives them significant market 
power.98 While planning policy can expand or contract the amount of land permitted for 
development, it does not alter the underlying economic properties of land itself. Firstly, even if 
no planning policy existed, land, especially locationally desirable land, is inherently limited.99 
More land cannot be produced even if the price of it increases ɭ ëŬ qëũĿ »ƑëĮň ŬëĮĊɗ ɵăŵƗ ŁëňĊɗ 
ŲĪĎƗɶũĎ ňōŲ ŇëĿĮňĤ ĮŲ ëňƗŇōũĎɶɖ »ĪĎ ģĮƖĎĊ ňëŲŵũĎ ōģ ŁëňĊ ëŁŬō ŦũĎƐĎňŲŬ ëňƗōňĎ ăŵŲ ŲĪĎ ōƑňĎũ 
building on it and neither is there a substitute for it.100  

Together, this means that excess profits from land in the face of rising prices cannot be 
competed away in the same way as with a normal commodity like, say, steel. If the price of steel 
rises, existing and new suppliers can increase production to take advantage of the high price, 
while buyers may switch to cheaper substitutes such as aluminium ɮ forces that tend to push 
ŦũĮĄĎŬ ăëĄĿ ĊōƑňɖ lëňĊɶŬ ĎĄōňōŇĮĄ ŦũōŦĎũŲĮĎŬɗ ăƗ ĄōňŲũëŬŲɗ ĄōňŬŲũëĮň ĮŲ ģũōŇ ũĎŬŦōňĊĮňĤ Įň ŲĪĮŬ 
way so its value tends to inflate over time.101 !Ŭ ŬĎŲ ōŵŲ Įň ŬĎĄŲĮōň ȟɖȡɗ DňĤŁëňĊɶŬ ĊĮŬĄũĎŲĮōňëũƗ 
planning system can of course exacerbate this dynamic for land, but it is by no means its only 
cause and planning reform will not end it.102   

Secondly, as the market dominance of volume housebuilders has grown, so too has their ability 
to limit build out and pump up the price of new builds. In 2008, the big nine UK housebuilders 
were selling at prices around 1% higher than the average UK house price. By 2022, one study 
found these housebuilders were selling at 26% above average prices.103 Analysis of eight large 
mergers of housebuilders in the 2000s shows that in each case the result was a decrease in 
overall output.104 The market share of the top 10 largest housebuilders rose from around 18% in 
the early 1970s to roughly 50% by the early 2000s, a share that has roughly persisted since105 with 
the number of SME builders falling rapidly since the late 1980s.106 Market concentration is far 
higher in the UK than other comparable countries like Germany.107  

Third, as the Competition and Markets Authority investigation into housebuilding found, high 
sales prices may also have been maintained by the sharing of information between developers 
about sales prices and other commercially sensitive information. Seven housebuilders 
subsequently made a £100m payment and binding commitment not to engage in such 
behaviour.108  
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Through these channels, the speculative development model perpetuates a damaging cycle that 
ŵňĊĎũŇĮňĎŬ ŲĪĎ ĤōƐĎũňŇĎňŲɶŬ ëŇăĮŲĮōň Ųō ĮňĄũĎëŬĎ ŦũĮƐëŲĎ ĪōŵŬĮňĤ ĊĎŁĮƐĎũƗ Ųō ĮŇŦũōƐĎ 
affordability and, as demonstrated in the next section, reduces the level of social housing 
delivery too.  

2.3 VIABILITY LOOPHOLES ɭ NEGOTIATING ON AFFORDABLE HOUSING DELIVERY RATHER THAN 
LAND PRICE 
! ĄĎňŲũëŁ Ďũũōũ Įň ŬŵĄĄĎŬŬĮƐĎ ¾k ĤōƐĎũňŇĎňŲŬɶ ëŦŦũōëĄĪ Ųō ŦŁëňňĮňĤ ŦōŁĮĄƗ ĪëŬ ăĎĎň Ųō ëŬŬŵŇĎ 
that having low affordable housing obligations on developers and directly increasing their profits 
will encourage private developers to build more. The current chaňĤĎŬ ëňňōŵňĄĎĊ Ųō lōňĊōňɶŬ 
affordable housing requirement in response to low housing delivery rates are no exception.109 
The London proposals fail to recognise the market power of landowners and developers. Instead 
of responding with increased build volumes, increased revenue from lower affordable housing 
requirements tends to be translated into greater profits for developers and/or landowners (i.e. 
higher land prices) through the existence of viability loopholes that the government has the 
power to close.110 While certain elements of the current NPPF consultation seek to strengthen 
the viability system (see chapter three), the aforementioned proposal to exempt medium sites 
from on-site housing delivery appear to be shaped by its weaknesses.   

2.3.1 NEW FINDINGS AND ANALYSIS 
New evidence, set out below, confirms that shortcomings in the viability assessment process 
continue to allow sites to deliver far fewer social rent homes than they could. Analysis of land 
transactions with available viability information in London between January 2023 to June 2025 
shows clearly that developers in London are consistently overpaying for residential 
development sites at prices many times higher than the residual land values (RLV) reported in 
their financial viability assessments (FVA) (see explainer below on viability). They are also 
generally well above the benchmark land values (BLV) which are based on existing use values and 
set land values for planning assessments taking into account policy requirements.  While the 
analysis relates directly to London, it is plausible that these practices are taking place across 
England, raising severe concerns about the potential loss of social homes across the country 
through viability loopholes. 

An analysis of 23 of the transactions which were linked to standard residential schemes (see 
methodology), showed the total difference between the BLVs and the prices paid for these sites 
was c£230m. This 'over-payment' equates to a staggering c£10m per site. If this additional 
money had been used to convert market housing within the schemes to affordable housing, it is 
estimated that almost 1,000 additional affordable homes (of which 60 -70% would be social 
rent) could have been provided in total across just 23 sites that were analysed, or 
approximately 18% on average more than the 1,600 affordable homes that were proposed or 
consented. This loss of social and affordable housing stems from developers overpaying for 
land. While more detailed case studies are presented below, two illustrative examples are 
outlined here: 

¶ At the Rainbow Business Centre site, the price paid over BLV was £11.67m. This is the 
equivalent of 51 additional homes, or an additional 19% affordable housing by unit. Based 
on these findings, the scheme by unit could have provided 30% affordable housing rather 
than 11%. 

¶ At The Workshop, Dudden Hill Lane, the price paid over BLV was £9.8m. This is the 
equivalent of 43 additional homes, or an additional 14% affordable housing by unit. Based 
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on these findings, the scheme could have provided 30% affordable housing rather than 
16%. 

The findings demonstrate that, were the government to properly enforce a system where the 
outcome of financial viability assessments had to be objective, reasonable and realistic as well 
as consistent with planning policy,111 rather than cutting affordable housing requirements (as 
currently proposed), many more policy-compliant schemes would likely prove viable. It shows 
that developers in London are still exploiting viability loopholes to actively reduce the amount of 
affordable housing being delivered through section 106 agreements ɭ a central mechanism 
through which private delivery is supposed to trickle down into meeting housing need. The 
detailed case studies below, preceded by an explainer on viability, exemplify this practice, 
demonstrating how developers are negotiating on affordable housing delivery rather than land 
price in regard to viability. 

VIABILITY TESTING IN PLANNING 
¶ The process of assessing whether a site is financially viable looks at whether the value generated 

by a development is more than the cost of developing it. Developers tend to use two methods in 
Financial Viability Assessments (FVA), outlined in the diagram below. The most common method, 
the residual land value approach, shown on the left, is explained below. 

¶ The first step is to assess the residual land value (RLV), as shown below. This is the value of the 
site on the basis that consent is granted for the proposed scheme. It is important to note that 
developer returns, set at an agreed percentage of the gross development value (GDV), are treated 
ëŬ ģĮƖĎĊ ɵĄōŬŲŬɶ Įň ŲĪĮŬ ŦũōĄĎŬŬɖ 

 

¶ The RLV is then compared to the benchmark land value (BLV) ɭ if it is the same or higher, the 
scheme is viable assuming the amount of affordable housing tested. If is lower, it is not viable. 

¶ BLV is a notional value defined in planning guidance. The primary approach to assessing BLV is 
based on existing use value plus a premium to the landowner. The premium to the landowner 
should reflect the minimum return at which it is considered that a reasonable landowner would be 
willing to sell their land but also should consider policy requirements. Valuations based on 
alternative use values can also be used but should be based on a policy compliant alternative use.  



 

 

30 

 

¶ Planning guidance (PPG Viability) states that the price paid for the site cannot be used as the 
BLV112 - this would allow developers to reduce their planning obligations by paying more for a site. 
At the current time, BLVs can also be based on extant consents113 on the same site and used for 
future planning applications for that site, hence allowing an inflated BLV based on a previous 
consent (e.g. if lower affordable housing was accepted) to drive up the BLV and so lower 
affordable housing in the proposed scheme.  

¶ The RLV ŬĪōƑň Įň ŲĪĎ ëŦŦũëĮŬëŁ ōģ ŲĪĎ ëŦŦŁĮĄëŲĮōň ŬĄĪĎŇĎ Ąëň ăĎ ɵĄũōŬŬ ĄĪĎĄĿĎĊɶ ëĤëĮňŬŲ ŲĪĎ 
ëĄŲŵëŁ ŦũĮĄĎ ŦëĮĊ ɥĮň ŁĮňĎ ƑĮŲĪ ŲĪĎ ɵĄōŇŦëũëăŁĎɶ ŇĎŲĪōĊ ōģ ƐëŁŵëŲĮōň ëĊƐōĄëŲĎĊ Įň ŦũōģĎŬŬĮōňëŁ 
guidance) to ensure the RLV is realistic, although this does not happen consistently.    

 

Scheme  Rainbow Business Centre 
 

Local Planning Authority  LB Merton Ref: 25/P1654 
Land Transaction  Date  

Price Paid  
Value per C3 unit (standard dwelling) 

March 2025 
£18m 
£66k  

Planning/construction  Status  
 
Units 
Affordable Housing  

Acquired speculatively, planning 
application submitted.  
271  
10% proposed 

Financial Viability  Report dated  
Residual Land Value  
Report dated 
Residual Land Value  
Reported Benchmark Land Value  

April 2025 
Negative £5.3m 
September 2025 
Positive £6m 
£6.582m 

Comments  
 
 
 
 

Site was acquired in March 2025 and then application for scheme including 
10% affordable housing submitted in April the same year. The initial FVA 
reported a negative land value of £5m despite the fact the applicant had just 
paid £18m for the site. Their FVA was updated using higher values following 
discussions with LPA to show a positive land value of £6m but this is still one 
third of the price paid.  The initial reported deficit was over £11m which the 
applicant then agreed was not appropriate and it was agreed the scheme 
showed only a nominal deficit. 

 

Scheme  The Workshop, Dudden Hill Lane  
 

Local Planning Authority  LB Brent ref: 23/3187 
Land Transaction  Date  

Price Paid  
Value per C3 unit  
 

November 2024 
£22.75m 
£75k 

Planning/construction  Status  
Units 
Affordable Housing  

Acquired with consent  
301 units  
19% 
 

Financial Viability  Report dated  
Reported Residual Land Value  
 
Benchmark Land Value 

September 2023 
£4.9m 
 (£11.8m agreed January 2024) 
£14.1m  
(£12.9m agreed January 2024) 

Comments  
 
 
 

Site acquired with consent. Reported viability position one year earlier 
shows price paid was more than 4 times the RLV assessed despite the 
applicant being the purchaser of the site.  
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Scheme  Ransomes Wharf  
 

Local Planning Authority  LB Wandsworth Ref: 2024/1589  
 

Land Transaction  Date  
Price Paid  
Value per C3 unit  

January 2025 
£80.5m 
£682k 
 

Planning/construction  Status  
Units 
Affordable Housing  

Acquired with extant consent 
118  
C15% 
 

Financial Viability  Report dated  
Residual Land Value  
Benchmark Land Value  

April 2024 ( for 125 homes)  
£3.57m 
£7.8m reported  
 

Comments  
 
 
 
 

Site was acquired with consent for 118 units. Section 73 application114 was 
submitted, increasing the units to 125, reported that the 125 units proposed 
were unviable. Application was withdrawn but this FVA is one of the more 
extreme cases of reported RLVs differing from price paid and is very high. 
. 

 

Scheme  Crown and Mayer Parry Wharf, Canning Town 
 

Local Planning Authority  LB Newham ref: 23/00655/FUL 
Land Transaction  Date  

Price Paid  
Value per C3 unit  

June 2024 
£76.2m 
(£87k) 

Planning/construction  Status  
 
Units 
Affordable Housing  

Acquired with resolution to grant 
consent ɭ now on site  
871 
35% 

Financial Viability  Report dated  
Residual Land Value  
 
 
 
 
 
Benchmark Land Value  

April 2023/Updated September 2023 
Not reported but profit deficit was 
c£28m so would have produced negative 
land value of over £10m 
Profit deficit reduced to £17m but this 
would still have produced a negative 
land value 
£8.16m 

Comments  
 
 
 
 

Site was acquired in June 2024 with resolution to grant consent. The price 
paid was at least eight times higher than the reported viability position which 
showed a large profit deficit that would have equated to a negative land 
value. This scheme is providing a reasonable level of affordable housing but 
ŲĪĎ ƐĮëăĮŁĮŲƗ ĮňģōũŇëŲĮōň ĊōĎŬ ňōŲ ŦëŬŬ ë ɵŬĎňŬĎ ĄĪĎĄĿɶ ëĤëĮňŬt the price paid 
and the scheme could potentially have provided more.  
 

 

Scheme  2 Trafalgar Way ɭ Infinity Towers  (Student Housing and C3)   
 

Local Planning Authority  LB Tower Hamlets ref PA/20/01402/A2 
Land Transaction  Date  

Price Paid  
Value per C3 unit  

September 2023 
£110.2m 
N/A 
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Planning/construction  Status  
Units 
Affordable Housing  

Acquired with consent  
80 BtR C3 units plus 1,672 student rooms 
PIL of £7.76m equivalent of 35% for C3 
units and 24.3% on site student 
affordable 
 

Financial Viability  Report dated  
Reported Residual Land Value  
 
Benchmark Land Value 

June 2021 
Deficit of £6.2m reported and shown in 
appraisals as negative £6.2m 
Tested against nil benchmark  

Comments  
 
 
 
 

Site acquired with consent. Reported viability position two years earlier 
shows price paid was more than 15 times the RLV assessed despite the 
applicant being the purchaser of the site.  

 

2.3.2 METHODOLOGY  
Conducted by a development viability consultant and chartered surveyor, the research used 
Molior, a subscription data base that collates information on residential development sites, to 
find all recorded land transactions from January 2023 to June 2025 connected to sites within 
London Boroughs.115 The research identified 145 transactions. These transactions were analysed 
based on a number of criteria including the likely development typology, the planning and 
construction status of the site when the transaction took place, and whether there was viability 
information available linked to a current or extant planning application. Where viability 
information was available, this was reviewed and the outcome of the assessments compared 
with the market evidence provided by the land transactions. Viability information was available 
for 47 of the land transactions. The full analysis will be published by academics, Edward 
Shepherd and Tim White, in a forthcoming report this year.116 

The research looked at the relationship between the price paid for the site and both the 
Benchmark Land Value and the Residual Land Values reported in the viability assessments. The 
analysis described above of the 23 sites looked at the total difference between the BLVs and the 
prices paid for these sites (c£230m). This was based on sites where standard C3 residential 
schemes were proposed or consented - where schemes included co-living and student 
accommodation these were not included nor were schemes which had very high residential 
ƐëŁŵĎŬ ëŬ ŲĪĎŬĎ ĊĮŬŲōũŲĎĊ ŲĪĎ ëňëŁƗŬĮŬɖ »ĪĎ ňĎëũŁƗ Ȟɗȝȝȝ ëģģōũĊëăŁĎ ĪōŇĎŬ ɵŁōŬŲɶ ŲĪũōŵĤĪ ƐĮëăĮŁĮŲƗ 
loopholes was calculated on the basis that the cost to the developer of providing units as 
affordable homes rather than market was estimated to range from £160k per unit to £550k 
depending on the market sales values (after allowances for reduced CIL, disposal costs and 
profit). Approximately, 60-70% of these potential additional affordable homes were assumed to 
be social rent, in line with most borough's planning policies. Exact figures are presented below:  

¶ Total number of new homes on those sites 5,495 

¶ Total number of affordable 1,582 = 29% 

¶ Potential additional affordable homes 977 (60-70% of which is social rent) or an 
additional 18% 
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2.3.3 WIDER DISCUSSION OF CAUSES AND IMPACTS 
The differences found between the residual land values reported by the developers at the 
planning application stage and the actual price paid for land are substantial with prices paid 
being many times more than the reported residual land values. This strongly implies that 
developers are using different inputs and assumptions in planning application FVAs compared 
with their internal calculations that influence their bid price for land. A forthcoming qualitative 
study by Edward Shepherd and Tim White, although not demonstrating systemic malpractice, 
evidences the use of this kind of strategy by housebuilders to reduce affordable housing 
contributions, and illustrates how hard it is for councils to challenge it within the current 
system.117 Landowners, knowing that developers are able to do this, are holding out for wildly 
inflated prices. These differences likely stem from the following practices that developers can 
use to artificially reduce supposed profits within FVAs in comparison to their internal 
calculations: 

¶ Using lower build cost assumptions within internal appraisals than in FVAs. In their own 
calculations, developers may factor in value-engineering opportunities that are not 
reflected in the FVA. This might include switching to cheaper (but still policy-compliant) 
materials or designs, or achieving more efficient procurement that reduce actual 
construction costs, such as competitive tendering or economies of scale. 

o Because many professional fees (e.g., architects, engineers, project managers) 
are charged as a percentage of build cost, lower construction costs 
automatically reduce associated professional fees as well. 

¶ Inputting higher financing costs into the FVA, for instance by assuming higher interest 
rates on debt or presuming there will be a need for debt when there is none.   

¶ Including future land and housing value growth in internal appraisals, while excluding it 
from FVAs by relying solely on current prices. Developers can reasonably anticipate that 
land and house prices will rise over the course of the planning and development phases, 
significantly improving eventual profits.  

¶ Using lower profit requirements in internal appraisals than in FVAs. By assuming a lower 
required profit margin when assessing how much they can bid for land, developers can 
justify higher land offers. To protect profit margins in the face of higher land costs, 
developers can apply a higher profit requirement within the FVA, which helps to ring-
fence a larger share of development value for profit. 

¶ Inflating BLVs by using extant permissions to calculate it (see explainer box above).  

These practices make schemes appear less viable within FVAs than they actually are - artificially 
depressing the residual land value used in planning negotiations. This allows developers to argue 
for reduced affordable housing obligations, thereby enabling them to increase their bid prices 
for land (to persuade landowners to sell or outcompete other developers) without denting their 
expected returns. The result is that surplus value (in addition to expected developer returns) that 
could support affordable housing delivery is effectively hidden from planning authorities and 
absorbed upfront in land acquisition. This explains why residential land prices in London have 
stayed high despite steep rises in construction costs (which should have filtered down into lower 
land prices), to the benefit of landowners and site promoters.118 Ultimately, land prices must 
come down if housing delivery and affordability is to be improved. The circular nature of this 
process is set out in Figure 2 below.  
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Figure 2 - Viability loophole land value feedback loop 

The findings directly contradict recent assertions from the housebuilding industry that 
affordable housing delivery (and even private housing development more generally) is inherently 
unviable.119 Across London, policy-compliant schemes show clear potential for viability, provided 
developers and landowners are prevented from exploiting loopholes. Rather than extending 
further concessions to developers to shore up housing delivery, the analysis demonstrates the 
importance for government to realign market behaviour with the viability process by shutting 
down loopholes and demanding better practice (set out in chapter three). This would also help to 
cut delays in the section 106 (s106) process that has become increasingly cumbersome in recent 
years.120  

Similarly, the recent slump in demand by Registered Providers (RPs) for s106 homes is a 
resolvable issue which the government has recently announced decisive and welcome steps to 
address.121 With RPs now able to develop long-term business plans, aided by the 10 year rent 
settlement and £2.5bn loan financing for housing associations, many of the circumstances 
which caused the slump should soon be resolved.122 With RP demand likely to recover in the near 
future, it is vital that government takes steps set out in chapter three to close loopholes and 
ensure s106 delivers as many homes as it can rather than reducing planning requirements.  

2.4 RULES-BASED PLANNING: A USEFUL SHIFT BUT NOT A PANACEA TO IMPROVE 
AFFORDABILITY 
»ĪĎ ĤōƐĎũňŇĎňŲɶŬ ũĎĄĎňŲ ŦũōŦōŬëŁŬ Ųō ăŵĮŁĊ ĄĎũŲëĮňŲƗ ĮňŲō ŁëňĊ ŵŬĎ ƑĮŲĪ ë ŦũōŦĎũŁƗ ģŵňĄŲĮōňĮňĤ 
plan-led system are broadly welcome, for instance by driving forwards universal plan coverage 
and increasing objectivity in local planning decisions based on democratically produced local 
plans123  (although how exactly this is done matters enormously ɭ see here124). Economic studies 
document the positive impact of greater planning certainty in comparable countries and across 
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different local areas in England in terms of how quickly housing supply responds to price 
increases.125  

However, planning reform alone, including increasing the land supply, is not sufficient to 
meaningfully reduce house prices or subvert the concentrated market power at the heart of our 
housebuilding model that limits supply ɭ preventing the benefits of buiŁĊĮňĤ ģũōŇ ɵŲũĮĄĿŁĮňĤ ĊōƑňɶ 
into meeting housing need.126 Firstly, the decline in overall housebuilding since 1980 is almost 
entirely accounted for by the decline in social housing investment.127 And secondly, overall 
housing delivery is extremely dependent on the wider make up of our economy and 
institutions, 128 so that permitting more land to be developed does not guarantee more 
housebuilding (see below and footnote 124) or meaningful improvements in affordability. 
Although a result of a range of influences, it is telling that, since 2007, over 1.4 million consented 
homes have not been delivered.129 

Accordingly, outlining the broader drivers of these dynamics helps counter an overly optimistic 
view of planning reform that can divert attention away from the necessary measures needed to 
increase social housing delivery or be used to justify reducing affordable housing requirements. 
While exact cause and effect are difficult to disentangle as these factors are mutually 
reinforcing, the following elements have played a crucial role in driving up land values and fuelling 
the speculative development model. They demonstrate the need for interventions far beyond 
just planning reform, as set out in chapter three. 

2.4.1 CONSTRUCTION AND LAND MARKET CONSTRAINTS  
Unless accompanied by substantial government intervention, construction and land market 
dynamics place constraints on the speed at which new land supply can reduce land prices or 
increase the pace private developers are willing build: 

¶ :ŵũũĎňŲ ɵōŦŲĮōňɶ ëĤũĎĎŇĎňŲŬ ĪĎŁĊ ăƗ ĊĎƐĎŁōŦĎũŬ ëũĎ ăëŬĎĊ ōň ĪōŵŬĎ ŦũĮĄĎ ĤũōƑŲĪ ŲĪëŲ 
ŁĮĿĎŁƗ ĊōĎŬňɶŲ ģëĄŲōũ Įň ŬĮĤňĮģĮĄëňŲ ĎƖŦëňŬĮōňŬ Įň ĪōŵŬĮňĤ ŬŵŦŦŁƗ ɥƑĮŲĪōŵŲ ĊĎŇëňĊ-side 
measures like Help to Buy). Similarly, without further reform, landowners have 
signif icant power to withhold land until prices recover, as section 2.3 shows.130 

¶ !Ŭ ĊĎŇōňŬŲũëŲĎĊɗ ĊĎƐĎŁōŦĎũŬ ëũĎ ĿňōƑň Ųō ɵōƐĎũŦëƗɶ ģōũ ŁëňĊ ƑĮŲĪ ŲĪĎ ĎƖŦĎĄŲëŲĮōň ŲĪëŲ 
they will be able to reduce their affordable housing obligations. Even if land prices do 
ĊĎĄũĎëŬĎɗ ĊĎƐĎŁōŦĎũŬɶ ŇëũĿĎŲ ŦōƑĎũ Ųō sustain house prices means these savings will 
likely flow into increased profits, rather than increased delivery. 

¶ Capacity within the construction sector takes time to recover and developers are wary 
of driving up build costs if they ramp up too quickly. A huge benefit of direct investment 
Įň ŬōĄĮëŁ ĪōŵŬĮňĤ ĊĎŁĮƐĎũƗ ĮŬ ĮŲŬ ŬŲëăĮŁĮƟĮňĤ ũōŁĎ Įň ŲĪëŲ ĮŲ Ąëň ăĎ ɵĄōŵňŲĎũ-cƗĄŁĮĄëŁɶ ëňĊ Ŭō 
protect capacity and supply chains.131  

As a result, it is far easier for private housebuilders to slow down development than it is to ramp 
up. 

2.4.2 MASTERPLANNING AND LAND VALUE CAPTURE 
As outlined earlier, private housing delivery levels depend critically on how land value uplift is 
ŬĪëũĎĊ ăĎŲƑĎĎň ŦŵăŁĮĄ ëňĊ ŦũĮƐëŲĎ ëĄŲōũŬɗ ëňĊ ōň ŲĪĎ ŬŲëŲĎɶŬ ĄëŦëĄĮŲƗ Ųō ĊĮũĎĄŲŁƗ ĮňŲĎũƐĎňĎ ëňĊ 
assemble land.132 Multiple studies show that higher delivery rates in countries such as Germany, 
Switzerland and the Netherlands are associated with effective public land value capture, active 
state-led land assembly and binding land-use frameworks that provide planning certainty and 
depress land values.133 In Germany, for example, local authorities are effective at embedding 
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public land value capture early in the planning process and acquiring land relatively cheaply to 
contract out to builders. This is partly because land values are frozen after designation and partly 
because state-led pooling of land and public land value uplift is engrained in their system, helping 
to dampen speculation and land values more broadly.134 These are key reasons why Germany has 
a far higher translation rate of permissions into new homes than the UK, too often neglected in 
studies of housing supply.135 

9Ɨ ĄōňŲũëŬŲɗ DňĤŁëňĊɶŬ »ōƑň ëňĊ :ōŵňŲũƗ ¯ŁëňňĮňĤ !ĄŲ ȞȦȢȦɗ lëňĊ :ōŇŦĎňŬëŲĮōň !ĄŲ ȞȦȣȞɗ ëňĊ 
ŲĪĎ ĮňģëŇōŵŬ ȞȦȤȡ qƗĎũŬ ĄëŬĎɗ ĎňĊĎĊ ŲĪĎ ŬŲëŲĎɶŬ ëăĮŁĮŲƗ Ųō ëĄŨŵĮũĎ ŁëňĊ ëŲ ōũ ĄŁōŬĎ Ųō ĎƖĮŬŲĮňĤ ŵŬĎ 
value.136 This had two impacts on housing delivery. Firstly, it made it far harder for the state to 
assemble land.137 This not only greatly hindered social housing delivery, but it also undermined 
the ability of local authorities to parcel up land within large sites to encourage private 
housebuilding. These same issues which ultimately undermined the third wave new town 
programme in the seventies continue to plague housing delivery today.138 Secondly, though less 
examined, there is evidence that these reforms likely strengthened the capture of value uplift by 
landowners in the open market.139 By removing any remaining risk that uplift might not accrue to 
landowners, the changes helped to cement land as a dependable vehicle for speculation, helping 
to drive up demand for land and ending the possibility of a compulsory purchase at existing use 
value being priced into market land deals.140 

These changes, along with other development tax reforms in the post-war years, together 
helped set the stage for residential land values relative to agricultural land to skyrocket over the 
following decades, from five or six times higher in 1959 to 35 times in 1969 and 93 times in 2015.141 
!Ŭ ŬŦĎĄŵŁëŲĮōň ũōŬĎɗ ĪōŵŬĎăŵĮŁĊĎũ ŇëũĿĎŲ ĄōňĄĎňŲũëŲĮōň ăĎĤëň Ųō ĮňĄũĎëŬĎɗ ëňĊ ŲĪĎ ŬŲëŲĎɶŬ 
ability to assemble land declined,142 private housing delivery decreased from an annual average 
of over 177,000 new homes in the 1960s to 141,000 in the 1970s and 136,000 in the 1980s.143 It is of 
course important to also pay attention to changing planning restraints during this period, but 
ĮňŲĎũňëŲĮōňëŁ ĄōŇŦëũĮŬōňŬ ŲĪëŲ ëŲŲũĮăŵŲĎ ŲōĊëƗɶŬ ĪōŵŬĮňĤ ĄũĮŬĮŬ ŦũĮŇëũĮŁƗ Ųō ŲĪĎ ŦōŬŲ-1947 
planning system repeatedly overlook these critical institutional shifts, as well as the egregious 
health outcomes in much of the unplanned cities and conurbations of the pre-1947 era.144  

The recent changes in the Levelling Up and Regeneration Act 2023 to enable select public bodies 
to remove hope value for land purchased for social and affordable housing are a significant 
opportunity. 145 And yet, so far it has not been used. As set out in chapter three, more must be 
done to translate this vital legal change into renewed need-led housing development. 

2.4.3 SHAREHOLDER DEMANDS FOR MARGINS OVER VOLUME 
²ĎģŁĎĄŲĮňĤ ŲĪĎ ŁëňĊ ŇëũĿĎŲɶŬ ĮňĪĎũĎňŲ ŲĎňĊĎňĄƗ ŲōƑëũĊ ŇōňōŦōŁƗ ëňĊ ŁëũĤĎ ĊĎƐĎŁōŦĎũŬɶ ëăĮŁĮŲƗ Ųō 
ĎƖŦŁōĮŲ ĮŲɗ ŦũōģĮŲ ĎƖŦĎĄŲëŲĮōňŬ ëŇōňĤ DňĤŁëňĊɶŬ ƐōŁŵŇĎ ĪōŵŬĎăŵĮŁĊĎũŬ ĪëƐĎ ũĮŬĎň Ųō ĎƖĄĎŦŲĮōňëŁŁƗ 
high levels. Profit margins that  developers now typically seek range from 20ɭ25% of gross 
development value,146 far exceeding, for example, the roughly 6% target margins of private 
contractors. 147 The work of academics Tom Archer and Ian Cole documents how a growing 
emphasis on shareholder returns over the past two decades has accelerated the shift from 
expanding output to maximising margins, enabling dividends to rise by around 400% between 
2005 and 2022 while supporting sustained growth in profits before tax.148  

As Archer and Cole point out, this has been achieved without a commensurate growth in new 
housing supply. Volume builders have essentially stripped back reinvesting profits into 
ĊĎƐĎŁōŦŇĎňŲ Įň ģëƐōŵũ ōģ ũëŇŦĮňĤ ŵŦ ĊĮƐĮĊĎňĊŬɗ Ųō ƑĪĮĄĪ ŬĎňĮōũ ŇëňëĤĎũŬɶ ăōňŵŬes are often 
linked. As a recent study from the IFS points out, the responsiveness of private housing supply 
to increases in local house prices locally has actually decreased by about 30% since 2011, likely 
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indicating to some extent the negative impact that this shift to margins over volume has had on 
supply, along with other factors such as the departure of small builders and declining 
construction capacity nationally.149 

The recent drop in total profits for some housebuilders in England must be tempered with a 
longer-term view of the exceptional returns many have achieved since 2012. Similarly, there is 
significant complexity beyond headline figures that, if ignored, can lead to an exaggerated 
reading of the current challenges facing large housebuilders. For instance, even when dividends 
decrease, share buybacks can often provide rewards to shareholders through a different 
channel. Company acquisitions - which tend to increase financing costs and reduce short-term 
profits ɭ largely reflect corporate priorities rather than external pressures. And in the short-term 
many housebuilders are paying additional costs for extensive cladding and building safety works, 
as well as their payment to the CMA, discussed earlier.  

ȟɖȡɖȡ ɵV^r!r:^!l^µ!»wrɶ wV l!r@ !r@ [w¾µ^rW  
The UK leads the pack within advanced economies, rivalled only by the United States, in terms 
of the influx of private finance into our housing and land over the past 45 years. This reflects a 
highly liberalised mortgage market (with mortgage debt-to-GDP around twice that of Germany), 
favourable tax treatment of land and property wealth, and weak disincentives to land and 
property hoarding.150 By positioning housing and land as an especially attractive financial asset, 
this has encouraged developers to treat it as such, shifting developer incentives away from 
construction as a productive activity and towards land trading, optioning, and timing 
development to coincide with favourable market conditions.151 

The effects are visible in outcomes. As stated, land now accounts for around 73% of the value of 
UK homes152 - with house prices far higher than in comparable countries (see Figure 3) - and 
housing delivery has become increasingly sensitive to interest rates and credit conditions since 
the late 1970s.153 The high value of land is an inevitable result of a financialised housing system, 
driven by the policy decisions of successive governments, not merely a technical planning 
failure. 

 
Figure 3 ɮ Real house prices in the G7 since 1982. Source: OECD data for real house prices. Base = 1982 Q1. [Reproduced 

using unpublished analysis by John Muellbauer] 
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As demonstrated, high land values, speculation and low build out rates are not due to the design 
of the planning system alone. It is no surprise that, as Figures 1 and 3 show, house price inflation 
accelerated only once the significant shift in housing and economic policy from the late 1970s 
onwards had begun. Diminished state-led land assembly and capture of land value uplift, growing 
shareholder pressure to prioritise margins over volume, wider financialization of the UK 
economy, and viability loopholes within the planning system have all driven the consolidation of 
this dysfunctional model. These structural forces extend well beyond what planning reform can 
realistically address in isolation and point towards the importance of wider interventions across 
multiple policy areas, including finance, monetary policy, taxation, the structure of UK 
institutions and rental regulation.154  

Against this backdrop, the delivery of more social housing is an urgent priority to meet pressing 
housing need. Not only is this policy choice within the immediate control of the government but, 
as demonstrated, it is also vital to achieving the overall 1.5m housing target.  

 
80 Although its scope largely excludes the importance of power relations, see Ball et al for a very clear neoclassical 
understanding of the issues: Ball, M., et al. (2022) The relationship between residential development land prices and 
house prices, Town Planning Review, 93(4). Available at: 
https://www.liverpooluniversitypress.co.uk/doi/full/10.3828/tpr.2021.27  

81 Ibid. 
82 For instance, Muellbauer sets out the importance of a Green Land Value Tax and how this could help to encourage 
ŲĪĎ ŦũōĊŵĄŲĮƐĎ ëňĊ ŬŵŬŲëĮňëăŁĎ ŵŬĎ ōģ ŁëňĊɖ µĎĎ qŵĎŁŁăëŵĎũɗ iɖ ɥȟȝȟȠɦ ɵÒĪƗ ƑĎ ňĎĎĊ ë ĤũĎĎň ŁëňĊ ƐëŁŵĎ ŲëƖ ëňĊ ĪōƑ Ųō 
ĊĎŬĮĤň ĮŲɶɗ 9ũĮĄĿŬɗ »ëƖĎŬ ëňĊ µŦĎňĊĮňĤɘ µōŁŵŲĮōňŬ ģōũ [ōŵŬĮňĤ DŨŵĮŲƗ ëĄũōŬŬ lĎƐĎŁŬ ōģ WōƐĎũňŇĎňŲ ɥȣɦɖ !ƐëĮŁëăŁĎ ëŲɘ 
https://www.oecd.org/content/dam/oecd/en/publications/reports/2023/10/bricks -taxes-and-
spending_1daff718/7a22f9a6-en.pdf 
83 Land promoters tend to prefer promotion agreements rather than option agreements - where the site is sold to a 
third party and they split the proceeds with the landowner. 
84 VĮĤŵũĎŬ ģũōŇ ȟȝȞȢ ŬŵĤĤĎŬŲĎĊ ŲĪëŲ ɳëĤũĮĄŵŁŲŵũëŁ ŁëňĊɗ ƑĪĮĄĪ ĮŬ ĤũëňŲĎĊ ŦŁëňňĮňĤ ŦĎũŇĮŬŬĮōň ģōũ ũĎŬĮĊĎňŲĮëŁ ŵŬĎɗ 
would, on average, increase in value from £21,000 per hectare Ųō ʆȞɖȦȢ ŇĮŁŁĮōň ŦĎũ ĪĎĄŲëũĎɴɗ ëň ĮňĄũĎëŬĎ ōģ Ȧȟɖȥ 
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