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THE NUMBER ONE PRIORITY
Escape of water has been a growing 
concern for claims directors for 
several years. Costs are rising and the 
complexity of water damage claims 
is increasing the pressure on claims 
teams to develop innovative solutions 
to reduce cost without negatively 
impacting customer outcomes.

In fact, the challenge extends beyond 
the claims department. With many 
insurers facing a deterioration in 
combined operating ratio (COR), 
escape of water cost inflation was, 
in 2017, ranked among the top three 
contributing factors to this, alongside 
the Ogden rate change and worldwide 
natural catastrophe losses.

James Dalton, the ABI’s director of 
general insurance policy, recently 
described tackling the rising costs of 
escape of water claims as the ‘number 
one priority’ for the domestic property 
insurance market in 2018 during 
an address to the British Damage 
Management Association’s property 
claims conference.

The growing sense of urgency to find 
solutions for dealing with escape 
of water claims is borne out by the 
statistics by the Association of British 
Insurers (ABI), insurers paid out £654m 
in escape of water claims in 2016. 
That equates to £2.5m per day and 
an increase of 24%, or £125m, on 
the annual figure from 2014. 

Accounting for 28% of total property 
claims spend, escape of water is 
the most consistently expensive peril 
for domestic property insurers. Our 
research has shown that over 50% 
of complaints registered on higher 
value buildings claims (>£25k) relate 
to escape of water, highlighting the 
disproportionate impact on customers 
suffering a loss of this type.

Against this backdrop of rising 
costs, there is intense focus within 
the insurance industry to develop a 
response to bring escape of water 
claims under tighter control.

THE IMPACT

In just two years, the total cost 
of domestic escape of water 
claims in the UK jumped by 
24% from £529 million 
to £654 million

In the last three years the 
average cost of escape of water 
claims has risen by 31%

ABI recently stated that escape 
of water is the number one 
priority for domestic property 
insurers in 2018



APPROACHING THE PROBLEM
In 2017, Crawford & Company® 
established a research and 
development team to conduct a 
detailed investigation into the causes 
and potential solutions to the escape 
of water problem. 

Bringing together highly qualified  
in-house expertise across loss adjusting, 
surveying and damage management, 
and with access to a rich data set over 

many years, the Crawford® team set 
about analysing the converging trends 
that were creating a perfect storm of 
rising cost.

Data from thousands of property claim 
files across a number of years was 
obtained and analysed to identify 
the areas of spend which were 
consistently increasing. The team 
also drew learnings from colleagues 

in countries such as Australia and 
Canada, where similar challenges 
are being experienced. 

Additionally, the team looked outside 
of the insurance industry and utilised 
material from construction industry and 
property market bodies and partners 
to gain a broader perspective on the 
factors involved.

 Type of property –  
detached / semi-detached / 
terrace / flat + which floor

 Age of property  
by banding –  
pre 1900–1930 /  
1940–1970 /  
1980 onwards 

 Main construction 
of building 

 Source of water –
appliance / mains water / 
sealant / soil /  
waste / other

 Pipe material and 
connection type – plastic / 
copper / push fit etc.

 Which floor of the building 
the leak originated from

Type of water –  
clean – soil /  
soil – waste / waste

Number of rooms affected

Type of rooms affected – 
i.e. Kitchen / 
bathroom etc.

Value of damage to 
kitchens and method 
of settlement

 Alternative 
accommodation required

Type of accommodation 
– alternative property / 
hotel / cash payment / 
other combinations  
or solutions

Disaster recovery required 
and if so its value and the 
method of drying used

Key aspects of the Crawford Escape of Water dataset were isolated 
and trends extrapolated to deepen our understanding of the drivers 
of rising cost:



KEY FACTORS INCREASING COST 

• Investment in higher specification kitchens 
and bathrooms.

• Installation of underfloor heating.

• Larger areas of tiling on walls and floors, 
with greater frequency of wet rooms.

• Wood-effect and wooden flooring finishes 
replacing carpet and vinyl sheet flooring.

• ‘Designer’ components such as radiators, 
worktops, sinks, taps and showers.

• Increased second home ownership and issues 
around occupancy.

LIFESTYLE TRENDS

• Inclusion of integrated appliances – in 1970, 
65% of households had a washing machine. 
That figure was 97% by 2011i. Between 1994 
and 2016, dishwasher installation in homes 
increased by 27%, from 18% to 45%.ii

• Greater prevalence of water in the home – 
Office for National Statistics figures show that 
only 30% of homes were fitted with central 
heating in the 1970s. Today that figure is 
closer to 95%.iii

• Increased use of plastic push-fit components –  
research by AMA indicates that flexible 
plastic pipe systems are the dominant material 
in hot and cold water installations, whilst the 
market for copper pipe has remained static in 
recent years.iv

• Tendency to conceal pipework – it is 
increasingly fashionable to hide pipework 
in walls or boxing which prolongs the gap 
between incident and discovery.

• Thermal efficiency requirements in building 
regulations creating more spaces into which 
water can flow unseen.

• Rise of timber frame construction, which is 
expected to account for 27% of new UK 
housing this year.

• Use of less robust building materials such as 
chipboard flooring and plasterboard wall 
finishes – According to the National House 
Building Council, 98% of new-home buyers 
reported defects with their new build property 
and a quarter of those who did, identified 
more than 16 defects. One of the UK’s largest 
developers recently set aside a £7m fund to 
repair substandard homes.v

• construction • lifestyle trends • housing market • evolving insurance practices

CONSTRUCTION

The research team categorised their findings into four core areas of focus:



Housing market dynamics are contributing 
to escalating escape of water claims. The 
Department for Communities and Local 
Government recently advised that 76% of homes 
in England were constructed prior to 1979. 
This lack of new homebuilding has resulted in 
an ageing housing stock which increases the 
probability of wear-and-tear-related failures 
in pipework.

With demand for new homes outstripping supply 
and house prices and stamp duty on the rise, the 
last 20 years has seen an increasing number of 
homeowners decide to ‘stay put and improve’ 
rather than move home. Many have elected 
to convert loft spaces, improve kitchens and 
bathrooms and install wet rooms and en-suite 
facilities, all of which increase the presence of 
water in the home. Meanwhile, the increasing 
popularity of expensive finishes and components 
is driving up the cost of repairs when things do 
go wrong.

The development of multi occupancy blocks in 
the student, residential and care sectors is also 
leading to increasingly complex and expensive 
claims in which more than one property is 
affected by a single escape of water incident. 
This is already a common occurrence in London 
and the south east and is a growing concern in 
other major cities as various developments come 
onto the market.

With homeowners investing more in their homes, 
expectations of insurers are rising. In response, 
many home insurers have developed new 
practices such as offering cover for undamaged 
matching items, ‘new for old’ policies and a 
trend towards replacement rather than repair.

The claims handling process has also undergone 
a marked shift from customer-driven claims 
presentation to insurer-driven claims presentation 
and fulfilment. This has prompted a move from 
an indemnity payment towards a solution-based 
approach. Insurers now take responsibility for 
everything from mechanical drying and building 
reinstatement through to contents replacement 
and providing alternative accommodation in the 
event of an incident. 

This highly complex claim resolution process can 
be confusing and challenging for customers. It 
is critical that insurers appoint the appropriate 
level of expertise to project manage all aspects 
of the claim, control costs and deliver an 
outstanding customer experience. 

Insurers are also bound to apply the 
interpretations of the Financial Ombudsman 
Service (FOS), which at times can be wider 
than the strict cover afforded by the policy. For 
instance, the ombudsman typically instructs 
insurers to award a 50% contribution to 
undamaged matching items in cases where 
the customer has raised a complaint about 
aesthetics, even where this is expressly excluded 
in the policy.

HOUSING MARKET EVOLVING 
INSURANCE MARKET



FOS CASE STUDYvi

Mr D made a claim when his kitchen and dining room 
were damaged by a leak. The insurer agreed to settle 
the claim, but when Mr D produced quotations for the 
cost of replacing the entire kitchen, the insurer clarified 
it would only pay for items that had been damaged 
by the leak (i.e. parts of the dining room, the kitchen 
floor and the damaged kitchen units).

Mr D explained that as his existing kitchen had been 
discontinued, he wouldn’t be able to replace the 
damaged base units in a colour that would match the 
undamaged wall units. He was unhappy because he 
would either have to pay to replace the wall units or 
be left with kitchen units that didn’t match. 

The FOS explained that while this type of exclusion 
features in many household policies, it thinks it is 
unfair for an insurer to simply replace the damaged 
parts and ignore the fact they don’t match because 
the intention of the policy is to put the policyholder 
back in the same position they were before the loss or 
damage occurred.

The sum the FOS considers a fair contribution from 
the insurer depends on the circumstances of each 
individual case. In this instance the ombudsman 
thought compensation of 50% of the replacement 
price of the undamaged kitchen units was reasonable, 
considering neither party was at fault for the situation. 

The ombudsman adjudicating upheld the complaint.

MAKING  
AN IMPACT 
We recognise there are aspects of the problem 
that are outside of the industry’s control, and that 
efforts should be focused on the areas that can be 
influenced to reduce cost:

HOW CRAWFORD & COMPANY 
CAN ASSIST 
In early 2018, we launched Crawford Escape of Water and 
the results so far are exceeding our expectations. Based 
on the findings from our research, we have developed a 
solution that is not only slowing but actually reversing the 
upward trend – delivering savings of up to 10%.

We believe the solution is to specialise and 
treat escape of water claims as a standalone 
peril, led by technical expertise. That’s why we 
have launched Crawford Escape of Water as 
a dedicated operating unit of our business.

Able to Influence Limited Influence

Procurement strategy Housing market
Loss adjusting process Construction practices
Recovery from third parties Government regulation
Fraud identification Social trends
Underwriting
Customer expectation 
management
Use of technology



THE CRAWFORD APPROACH
Crawford’s claims specialists form the front line in providing innovative solutions and focus every days on stakeholders 
affected by loss to not only manage their claims with proficiency and technical expertise but also with empathy.  That’s our 
mission: restoring and enhancing lives, businesses and communities through: 

• Specially trained escape  
of water adjusters led by  
a qualified surveyor

• Dedicated internal escape of 
water team providing enhanced 
customer support

• Claims handling by building 
experts instead of a process-
driven approach

• Fully integrated in-house drying 
consultants and surveyors for  
robust supplier challenge

• Rapid 24/7/365 on-site response 
including revisits at all stages of 
the claim

• Development of a strict technical 
handling mandate

• Line-by-line scoping on all escape 
of water claims with building 
surveyor oversight at all levels

• Ten core training modules including 
plumbing, boilers, kitchens, 
joinery and building construction 
and regulations delivered by 
RICS regulated surveyors and 

specialist partners

• Practical application training 
program led by national 
building contractor

• Pre-risk surveys and underwriting 
assessments powered by 
technology and WeGoLook®

• Integrated recovery management 
through Crawford Legal Services™, 
able to recover loss adjuster fees

THE BENEFITS OF  
THE CRAWFORD SOLUTION

Up to 10% savings on  
indemnity spend

Average 10–15% reduction in 
claim life

Improved customer satisfaction 
and retention



THE FUTURE
Factors that may influence escape of water claims costs in the years ahead include: 

• Connected homes / Internet  
of Things

 – Leak detection devices

 – Remote shut down of 
water systems

• Continued upward trend in value 
and quality of finishes

 – Ongoing scarcity of 
housing supply

 – Aspirational attitudes driven by 
social media such as Instagram

• Increased homeworking

 – Underwriting “business use” risks 
in a domestic setting

 – Increased occupancy 
during working hours could 
reduce claims

• Technology-enabled 
claims solutions

 – Apps and algorithms supported 
at the desk

 – Self-serve claims resolution

 – ‘Gig’ economy (e.g. WeGoLook) 
and mobile apps reducing 
handling time and cost for low 
value claims

• Amazon, Google & other 
disruptors

 – New players pose a threat to 
current market providers and 
traditional approach

 – Big data and actuarial-led 
decision-making is enhancing 
competitive policy  
cover / pricing

• Changes to building regulations 
& construction

 – Increased modular construction 
could lower costs

 – Regulations to reduce water 
usage and encourage water 
recycling on the horizon may 
incorporate leak detection and 
limiting measures

• Brexit: Labour force dynamics 
driving increased cost

 – Potential changes to freedom 
of movement

 – Skills gap in the UK 
labour market

 – Regulatory environment 
may change

WHAT NEXT?
The focus on escape of water claims 
in the property insurance market will 
only intensify in the coming months 
and years. Whilst insurers may have 
limited influence on government policy, 
the housing market and lifestyle trends, 

those which exert consistent pressure 
on the aspects of spend which can be 
controlled – from customer expectations 
and awareness to the adoption of new 
technology – are likely to achieve the 
best results. 

When it comes to claims, dedicated 
claims handling solutions led by 
technical experts are almost certain 
to deliver the most benefit, while 
traditional claim fulfilment models may 
struggle to match the pace of change.

Iain Salkeld
BSc (Hons), MRICS, MCMI, Dip CII (Claims)

Head of Escape of Water

M: +44 7802 591311

E: iain.salkeld@crawco.co.uk
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For further information on Crawford’s escape  
of water solution, please contact:

Iain Salkeld  
BSc (Hons), MRICS, MCMI, Dip CII (Claims) 
Head of Escape of Water

M: +44 7802 591311 
E: iain.salkeld@crawco.co.uk

Paul Bowyer  
BA (Hons), ACII
Director of Property Claims

M: +44 7824 690049 
E: paul.bowyer@crawco.co.uk 

John Humphries
BA (Hons), Dip CII (Claims), AMDEW 
UK Broker Support Manager

M: +44 7393 015140 
E: john.humphries@crawco.co.uk

Lynn Cufley
Marketing & Communications Director, 
International

M: +44 7585 901936 
E: lynn.cufley@crawco.co.uk

crawfordandcompany.com
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