Housing supply and demand hurdles threaten Labour's 1.5 million home target
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The Labour government faces mounting challenges in meeting its ambitious target to build 1.5 million new homes during this Parliament, as recent data and industry insights reveal a combination of supply, demand, and economic hurdles undermining progress. This target translates to an average of 300,000 homes annually, a benchmark that appears increasingly out of reach given current trends.
Recent figures from Barratt Redrow, Britain’s largest housebuilder, illustrate the difficulties ahead. The company will report building 16,565 homes in the year to late June—down from 17,972 in the previous 12 months when the Conservative Party was still in power. Barratt Redrow’s forward sales have also fallen by over 10% compared to last year, reflecting waning buyer demand amid broader economic pressures such as global tariff tensions, sustained high borrowing costs, inflation, and the withdrawal of property tax incentives. The developer’s target for the coming year remains between 16,800 and 17,200 homes, still below what is needed to meet Labour’s goals. Similarly, other builders like Vistry report fewer completions this year compared to pre-election periods, with company leaders warning that market uncertainty—particularly regarding potential new property taxes ahead of the upcoming Budget—dampens consumer confidence and housing demand.
On the wider market front, homebuilding output is at its lowest since 2016 outside the pandemic, hindered by a slowdown in land acquisitions and site openings in previous years. Industry experts emphasise that the current construction slump is unlikely to reverse before mid-2025, despite government efforts to expedite planning processes. The Ministry for Housing has acknowledged that systemic issues inherited from previous administrations remain a considerable obstacle, although measures to ease planning restrictions have been introduced.
A significant bottleneck is the severe shortage of skilled workers in construction, attributed to an ageing workforce and the long-term impacts of Brexit, which have reduced the pool of available labour. David Thomas, CEO of Barratt Redrow, has openly questioned the feasibility of Labour’s housebuilding ambitions under current conditions, stating that without a fundamental overhaul in market dynamics, planning frameworks, and construction methods, hitting the 1.5 million target will remain unattainable.
Demand-side challenges also persist. The Bank of England is widely expected to keep interest rates steady at 4% through the foreseeable future, possibly withholding further cuts until next spring. This stance is seen by analysts as a blow to prospective homebuyers still grappling with high mortgage costs, which continue to suppress housing demand. For example, Barratt has forecast a further 7% drop in home completions for the 2024-25 financial year, citing “demand sensitivity” to mortgage pricing and availability as a key factor. Industry commentators suggest that without returning to a more affordable mortgage environment, buyer demand will remain subdued, thus limiting builders’ ability to ramp up production.
While Labour’s housing strategy includes ambitious planning reforms, such as setting individual targets for planning authorities and allowing development on lower-quality green belt land, these measures alone face skepticism given the magnitude of existing supply chain and market challenges. Local authorities have shown increased willingness to approve housing projects to avoid central government interventions, but the scale of new planning permissions remains well below the levels needed. In 2024, permissions granted dropped to their lowest levels since 2014, despite Labour requiring a 53% increase to achieve its goals.
In summary, the Labour government’s vision for a transformative housing boom is confronting entrenched obstacles across multiple fronts: from labor shortages and planning system bottlenecks to economic headwinds suppressing buyer demand. Unless these complex challenges are addressed holistically, the likelihood of reaching the 1.5 million new home target during this Parliament appears slim.
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