Building Repair Costs Review
Quarterly Update – Q1 2020

The review
Each quarter, Sedgwick Repair Solutions Quantity Surveying team reviews the building and construction industry
market. This gives us a clear understanding of the primary drivers of repair costs, and we can be sure that our rates
remain competitive.
This quarterly report provides an overview on the current situation and looks at the issues that could potentially
impact on insurers’ building repairs costs over the months ahead.

COVID-19
The next three months will be difficult for everyone, and network contractors are no exception. Many customers are
requesting that works to their properties are suspended, as they are now working from home or self-isolating.
Contractors who rely on insurance repair work could come under severe financial pressure – they may have to lose
staff or, at worst, face business collapse.
We’re doing what we can to help by:
•
•

Working closely with customers and contractors to see how individual cases can be managed and, where feasible
allow works to continue. This may change if a national lockdown becomes necessary.
Releasing payments relating to insurance repair works already completed, to assist cash flow and mitigate the
effects of the downturn in work.

The COVID-19 epidemic may also impact on the import and distribution of materials to the building and construction
industry. Already, there are some reports of stock-piling of materials, leading to shortages in the market.
This, together with the disruption caused by essential travel restrictions imposed by the Government, could result in
increased building repair costs as we progress through the year. At this stage though it’s almost impossible to
estimate how significant these increases might be.

Review headlines
•
•
•
•

2019 – Across the last twelve months, building cost inflation in the insurance repair sector was 2.1%
Building costs – labour, materials, plant and waste – all went up
Contractors remain concerned over skills shortages and profitability, in an increasingly demanding and complex
area of construction
2020 – we forecast inflation in the insurance repair sector to be circa 4%, ignoring any COVID-19 impact on costs.
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Part 1 – building cost inflation
To track inflation on insurance repair work within the building industry, we use a bespoke index that focuses
specifically on this market sector. Known as the Insurance Repair Specific Index (IRSI), it monitors the four main cost
components that are typically found in insurance repairs: labour, plant, materials and waste disposal.
The latest IRSI review shows that costs increased over the last twelve months. Our Q4 measurements were up by
2.1%, and they can be broken down as follows:
•
•
•
•

Materials costs up by 1.03%
Plant costs up by 10%
Labour costs up by 2.79%
Waste disposal costs up by 2%

Material costs
We continue to see some manufacturers and merchants introducing price increases that are above inflation. For
example, Crown paints have announced a 4.8% change from 1st April.
Contractors report that suppliers are attributing various price increases to Brexit, however, there’s no evidence to
support this. Certain trades – asbestos companies, for example – are reporting shortages and price increases in
consumables (face masks and coveralls) due to the COVID-19 epidemic.
The table below shows how the IRSI compares to the other key indices – the Building Cost Information Service
General Building Cost Indices (BCIS GBC) produced by RICS, the Consumer Price Index (CPI), and the BCIS Tender Price
Index. All indices show a continuation of an upward trend in cost.
Table 1 – 2017 to Q4 2019
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Part 2 – rates benchmarking
To ensure that Sedgwick Repair Solutions repair costs are competitive, our quantity surveying team undertake a
quarterly review of our managed contractor network repair rates – known as the URS.
The URS is compared with published rates and those used by other networks in the insurance repair market. This
benchmarking exercise combines:
•
•

A cost review of 25 of the most frequently used repair rates
A review of the output costs of repairs on typical £5k and £25k escape of water claims

The results of this review are shown in table 2 below – it shows that the URS remains competitive. For comparison
purposes, URS is shown as 100% with other networks shown as a percentage cost compared to URS.
Table 2 – benchmarking
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Part 3 – dynamic pricing
Our quantity surveying team also carry out a specific benchmarking exercise to compare the URS with wider market
tenders. This provides a good indication of the competitive nature of URS against tendered repair jobs, which are
typically greater than £50k.
The annual portfolio review involves applying URS rates and rules and comparing the results with tenders received
from panel contractors, or the customer’s preferred building firm.
The analysis benchmarks these figures against
a) The lowest cost tender
b) An average of the lowest two tenders
c) An average of all four tenders (lowest quartile)
The most recent analysis (as shown in table 3 below) is as follows:
Table 3 - Dynamic Pricing Cost Savings
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Conclusion

This shows that the URS rates remain competitive against open market tenders, with the lowest cost tender still being
2.3% higher than URS.
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Part 4 – contractor survey
Following the political turmoil and Brexit uncertainty, we’ve surveyed our contractors to find their views on their
concerns for 2020. It should be noted that this survey was conducted before the current COVID-19 outbreak.
We asked contractors to share their biggest concern for the coming twelve months.
Retention of staff in the face of the industry skills shortage remains the most significant issue.
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We asked contractors what they believed the biggest challenges would be in 2020.
Again, staffing and financial demands were the most significant.
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We asked contractors to name the one thing they’d change in the wider insurance repair industry, if it was possible.
Simplifying the administration involved with working in the sector was the greatest request.
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A selection of contractors’ comments are shown below:
As a business, the increasing demand for administration activities, Data Protection, GDPR, Encryption for all IT systems, the use of
IT platforms, Video surveys / Safe Guarding, GDPR training for all staff is becoming almost a monthly request. We’re currently
spending thousands of pounds becoming / staying compliant, but no client considers these costs on the contractor.
Skills shortage:
Retention of staff seeking higher rates of pay elsewhere that we cannot match due to static insurance schedule of rates.
Recruitment of new staff for the same reason above.
In all the years of working in the insurance industry it is becoming more and more demanding and stressful with a significant drop
in reward causing personnel to move into other construction sectors.
Climate change and the unpredictability of adverse weather in the UK.
Our carbon footprint and how the industry can help to improve this.
Finding and retaining an appropriate level of skilled labour and staff to maintain and increase our current level of operations.
Keeping enough flexibility in the workforce to cope with the variable workloads throughout the year.
Having enough confidence in future workloads to justify investment in staff, plant, vehicles, equipment etc.
As above, remaining competitive whilst making a profit in an ever changing market.
We have increased our trades salaries by an average of 10% in the past 12 months in an attempt to retain the excellent operatives
we already have and also to try and attract a better quality of new, this allows us to service our clients but puts a massive strain
on profitability.
Our biggest challenge by far at the moment is recruiting and retaining labour. An ever ageing labour force alongside an increasing
void of young people being attracted to the industry.
More trust with the right contractor and a closer working relationship
I would make it mandatory that all invoices are settled 30 days of approval with large fines on insurers for late settlement
regardless of who has held up the payment.
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About IRSI
Historically, accurately assessing the impact of various cost drivers in the insurance repair market – which is a unique
sector in the building industry – is a challenge.
While the BCIS index provided a reliable guide for general building work, it included large construction programmes –
such as supermarkets, office blocks and similar – which often use different materials and plant to that deployed in
domestic property repairs.
As a result, Sedgwick Repair Solutions’ Quantity Surveying team established the Insurance Repair Specific Index (IRSI).
This monitors the four main cost components found in insurance repairs – labour, plant, materials and waste
disposal. The results are then weighted in accordance with use across a typical domestic repair portfolio to
determine the overall impact on cost.
About Sedgwick Repair Solutions
Repair Solutions is part of Sedgwick and operates as contractor manager for 60 specialist building contractors and
restoration experts. It completes over 15,000 repairs a year, ranging in value from £500 to £1.5m – each repair is
backed by a three-year materials and workmanship guarantee. The Repair Solutions team delivers a range of support
services to network contractors – including financial, compliance, audit, surveying, design and management
assistance – to help them maintain and deliver a market-leading service to our clients and their customers.
If you would like further details or to discuss the information featured in this review, please contact:
Peter Wassell
Quantity Surveying Director
M: +44 7880 780673
E: peter.wassell@uk.sedgwick.com
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