Land Banking, Fact or Fiction?

House builders must obviously carry a land
pipeline to enable them to bring forward land
to build on; like any business they need to ensure
they have a supply of raw material into the
“A land banking scandal is
business long enough to give them comfort to
invest. As house builders build on consented land
controlling the future of British
predominantly bought from Land Promoters,
housing” – Steve Howell, The Big
rather than sell land, there is no further receipt
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to be received from land sales anyhow. Rather,
as soon as a site is purchased, the pressure is
on for the house builder to deliver a return on
that capital outlay. Notwithstanding this, the
Such headlines on this subject are not Government decided to act and asked Sir Oliver
uncommon. The prevailing thought amongst Letwin MP to investigate.
those not at the coal face of the house building Sir Oliver’s review was tasked with assessing
industry is that house builders have hundreds whether builders really were land banking, and
of thousands of ‘plots’ under their control and what could be done about it. His conclusion was
therefore they must be storing all this land for presented in the November 2018 Budget and
future gain. As recently as February 2017, when exonerated large builders. “The review found no
its Housing White Paper was published, the evidence that speculative land banking is part of
government was muttering about confiscating the business model for major house builders,”
land from developers which built too slowly.
says the Budget documents.
As a result, the term ‘land banking’ is associated
with the assertion that house builders
and developers deliberately hold back the
development of land with planning permission
for commercial reasons. The criticism is that house
builders and developers try to secure additional
profit by holding onto land in order to speculate
on land price increases.
The truth is of course somewhat more
complicated than that.
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So what about that other part of the equation,
those pesky Land Promoters? Don’t they land
bank too? Well actually, no.
Land promoters work collaboratively with
landowners to bring forward land to the market
with residential planning consent, in order to
deliver new homes. Land promoters identify sites
which are suitable for residential development

and at no cost to the landowner, take on the
risk and the upfront investment to maximise
the value of the land.
The land promoter does not get a return on their
investment until the land is sold, meaning it is
not in their interest to hold onto land as they
also need to recover their capital investment
as quickly as possible once planning permission
has been granted. Put simply, land promoters
can’t afford to land bank.
The review by Sir Oliver appears to have put to
bed, for now, the argument that land banking
exists. The debate appears to have moved on to
analysing the different types of housing mix and
tenure provided on sites, particularly large ones
and how such sites can diversify their offering
to speed up rates of delivery. The emphasis also
appears to have shifted to land value capture
and the age old argument of whether the state
is capturing enough value from development.
Whilst the debate may have changed course for
now, some of us are old enough to remember the
various points over the years that the argument
has resurfaced.
As Mark Twain once stated, “Buy land, they’re
not making it any more.”

