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The committee is interested in "construction and development and seeks to answer a fundamental question: what are the factors limiting the construction of new towns? Or put another way, what might be stopping us from getting spades in the ground and having new towns built quickly and to a high standard? The committee plans on examining material supply chains, labour shortages, connections to utility providers, and the role of diverse house builders, but it is keen to hear of other potential topics of interest.” 

Introduction
1. This response sets out first three case studies involving residential development: one small scheme, one medium scheme and one town-centre block scheme. Next, some analysis is provided noting some common elements:

Three case studies
2. Small scheme. In Kinnerley, Shropshire, Chartland Homes has a neighbourhood development underway: Willow Grove (20 units). It is small, but one of half a dozen schemes underway by the same developer in the region https://www.chartlandhomes.co.uk/recently-completed/. This developer also acts as builder. But that Willow Grove scheme has been under construction for almost 5 years. The reason why is simple: the developer does not want to flood the mark with units for sale in a soft market, and find they do not sell and then has to reduce prices. Instead, a very small number is available. Scarcity holds the price up. This is a scheme that could have been completed in full in under 1 year. It had full funding. The only constraint was perceived sales and prices likely to be achieved. 
3. Larger Scheme. Abbey Homes, Whitford, Kent. 120 units. All houses in a conventional estate. The scheme was in two phases, now three phases. But phases 2 and 3 were deferred. The question is why. Here, Abbey Homes has all work carried out by contractors. There is no shortage or contractors, or subcontractors or designers or materials. Phases 2 and 3 were deferred because of concerns they would not sell. Specifically, slow sales on phase 1 at required prices meant it was not worth flooding the market in new homes for sale by starting phase 2 or 3. Financially modelling indicated the investment sums were better invested elsewhere. What is significant here is that the site as a whole was earmarked for development more than 15 years ago. Even when the land was purchased, the constraint on development was lack of rising house prices or market price uncertainty. 
4. Town centre scheme: Inland Homes. High blocks, 85 units, located in centre of High Wycombe (Centre Square). On this scheme the entire block as completed was sold to Build-to-Rent fund Kooky.

Commentary
5. A particularly difficulty arises for developers of apartment blocks that is different from an estate of 2, 3 or 4 bed houses. It is that the completion of the block cannot be phased. One entire block must be completed at a time. That in turn means the entire block’s units will potentially all go for sale at the same time, thereby flooding the market and risking a pricing collapse – or forced pricing reductions at the behest of funders to achieve sales income to fund loan repayments. Developers of blocks therefore have to mitigate that risk by a sales strategy involving either (a) pre-sales, if the market can bear it, and/or (b) block sales (selling a collection of units) to an institution such as a housing association or (c) holding for letting. In a sales market where inflation is low and sales not strong, option (a) is not available. The result then is the entire profitability of the development depends on institutional sales. The cold reality is that developers will not build speculatively unless the market is strong. They need the security of sales being achieved. 
6. What is apparent from the three case studies above, and the commentary, is that the main constraint to development – and to increasing the pace of development – is an understanding on the part of the developer as to whether planned sales might be achieved at the planned prices. The sales might be individual or, in blocks (to a housing association, say) or entire. Where a part of the scheme is set aside for affordable housing (and thus sold to a housing association), the developer’s concern is whether the remaining units will sell at the planned prices. If not, it is safer not to start the scheme at all. 

Conclusion
7. The economics of housing development is sale-price led. Without some measure of certainty that units will sell at a satisfactory price, the case for proceeding with a scheme falls away. Going the other way, if there is some certainty, development can proceed at a pace that does not undermine sales volumes and prices. That explains why, in a boom market, speculative development is rapid. In a dead market, there is none at all. 
8. If a public sector entity is keen to see developments carried out in a particular location, the key incentive for a developer to start a scheme is certainty of sales at satisfactory prices. A pre-sale of the scheme is one approach; another is if the public sector provides a guaranteed ‘floor’ price whereby if the developer cannot sell to the private sector, the public sector guarantees or to buy the scheme at a pre-agreed price. The UK government already pursues this strategy, in effect, in the power generation market via the contract-for-difference auctions. In PPP schemes, the public sector provides a guaranteed demand level, again providing security for the developer to proceed. 
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