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Introduction
As a provider of over half a million repairs globally, 
Crawford Contractor Connection has experienced 
first hand the material and labour challenges 
facing the UK market. The UK market has seen an 
unprecedented increase in material costs and this is 
forecast throughout the remainder of the year and 
possibly beyond.

The main reasons can be attributed to:

• The impact of Brexit and the pandemic.

• A worldwide demand for steel and timber - led by 
China and USA.

• Supply and demand due to a post-lockdown home 
improvement boom in the UK.

• Growth of new housing developments in the UK.

One of our key clients has stated that they are 
seeing substantial increases in costs across the 
board and using our expertise we will explain why 
these cost impacts are occurring and giving insight 
into the longer term effect.

Supply and demand and        
the economy 
Building materials are running short in the UK, 
leaving customer home improvement projects in 
doubt, and building companies under pressure. 
The Construction Leadership Council has warned 
that cement, some electrical components, timber, 
steel, and paint are all in short supply. It blamed 
“unprecedented levels of demand” that are set to 
continue.

The issues with supply stem from several factors: 

• Construction industry projects have surged 
since lockdown began easing which has led to 
skyrocketing demand for already scarce materials

• A record surge in the cost of timber, bricks and steel 
sent construction industry costs soaring in May 2021 
as new orders across the sector grew at the fastest 
pace in 24 years

• The construction industry is playing an important 
role in the UK’s recovery from the COVID-19 
pandemic as one of the economy’s fastest     
growing sectors

• Builders experienced the highest number of 
enquiries for 10 years in the first few months of      
the year

• Increased demand and the ongoing impact of the 
pandemic is leading to rising costs and a shortage  
of materials

Consumer demand for building projects has surged 
in recent months. The IHS Markit Construction 
Purchasing Managers’ Index found that British 
construction activity increased at the fastest rate in 
nearly 7 years during May.

The rise in demand is partly related to people 
spending more time at home during the 
pandemic. This combined with not spending 
money on socialising or big-ticket items such as 
holidays, has resulted in the country having more            
disposable income, and instead looking to make 
home improvements.

In fact British households built up their savings 
to the second highest level on record at the start 



of the year as the COVID-19 lockdown limited 
opportunities to spend, according to official 
figures, and this has paved the way for a boom in 
spending as pandemic restrictions are relaxed.

The saving ratio – which estimates the amount 
of money households have available to save as 
a percentage of their total disposable income – 
rose to 19.9 percent from 16.1 percent in the three 
months to the end of December 2020, reaching 
the second highest level since records began       
in 1963.

In addition to this, overall construction activity 
expanded at the fastest pace since June 1997, 
supported by another sharp rise in new orders.

At 66.3 in June, up from 64.2 in May, the 
seasonally adjusted IHS Markit/CIPS UK 
Construction PMI Total Activity Index signaled the 
strongest rate of output growth for 24 years. 

Sharp increases in business activity were seen 
across all three principal areas of the construction 
sector monitored by the survey – house building, 
commercial construction, and civil engineering. 
Construction work in the house building sector 
scored 68.2, which increased at the fastest pace 
since November 2003.

The below chart shows the increase in the market 
over the last 14 years 

Construction Material Price Indices, UK Index, 
2015 = 100



Britain’s booming construction sector is suffering 
from severe supply chain bottlenecks as it 
experiences the strongest growth in almost a 
quarter of a century.

A survey by IHS Markit/Cips reported a surge 
in house building and a pick-up in construction 
activity generally as the economy emerged from 
COVID-19 lockdown.

But the rise in the Construction Purchasing 
Managers’ index to its highest level since June 
1997 was accompanied by mounting price 
pressures and delays caused by a shortage of 
materials and finished goods. 

These materials shortages meant that suppliers’ 
delivery times lengthened to the greatest extent 
since the survey began just over 24 years ago, 
surpassing the previous record seen in April 2020. 
The shortages resulted in a survey-record rise in 
purchasing prices in June 2021.

There is a good news story here, however. This 
rapid growth has boosted employment in the 
construction sector, which accounts for about six 
percent of the economy even though however     
77 percent of firms reported longer lead times 
from suppliers.

The consumer price index eased to 3.1 percent in 
September from 3.2 percent in August which is 
double its last peak in July 2020.

This is likely to increase further as the squeeze 
on supply coupled with strong demand drives 
prices higher. Please see chart below which 
demonstrates this increase.

Supply and demand - 
materials 
With demand increasing globally and the UK 
importing many of its raw materials, lead times for 
orders are lengthening while prices are continuing 
to climb.

The UK’s Office for National Statistics has 
projected a rise of seven to eight percent in 
material prices, with increases for certain 
materials, such as timber, expected to more than 
double during 2021. 

There are issues affecting specific products, such 
as the unusually warm winter affecting timber 
production in Scandinavia while the unusually cold 
winter in Texas, USA affected the production of 



chemicals, plastics and polymer produced, which 
all impact on the global supply chain.

There has also been a sharp rise in shipping costs. 
These have risen sharply due a shortage of empty 
containers from COVID-19-related issues and the 
sharp recovery in global demand.

For instance, the cost of shipping a 40ft   
container from Asia to Northern Europe soared 
from £1,061 in Summer 2020 to more than £5,873 
by May 2021.

Timber and steel
The Timber Trade Federation has warned of 
major challenges ahead for timber users in Q3 
2021, as the balance between supply and demand 
continues to tighten the UK’s timber supply as 80 
percent of softwood comes from Europe.

Sweden, who supply almost half of the structural 
wood that is used in the UK, have warned that 
current stock levels are at their lowest in over 20 
years – despite record levels of production from 
the Swedish sawmill industry.

The supply and demand balance for structural 
wood for Q2 2021 means that almost all wood 
arriving in the UK has been presold to customers. 
Despite strict allocations, most buyers are already 
unable to purchase all the timber they want for 
their business.

The supply shortage in the European steel market, 
which has been driving up domestic prices since 
late 2020, will persist until the end of 2021 at the 
very least. Many steel manufacturers have stopped 
taking orders, as they are worried that panic 
buying will result in extremely low stock.

Finished steel distributors have said they have 
been struggling to get the necessary volumes of 
finished steel from either domestic or overseas 
suppliers, adding that they do not expect the 
situation to improve any time soon.

The BCIS Materials Cost Index shows a 12.9 
percent increase, July 20 to July 21, and all the 
reasons mentioned above, are contributing factors 
to this increase.

In addition, contractors and customers are also 
facing problems securing steel products whilst 
also having to contend with rising steel prices. 
Steel mills can command higher prices and 
distributors are managing to pass these rises 
to the end users due to the strong demand and 
limited supply. 

In the second part of 2020 alone, the price of steel 
more than doubled, from $440/ton in July 2020 to 
$900/ton in December 2020. In March 2021, the 
price reached $1,270/ton and continues to climb 
with no obvious end in sight.

Other factors
Labour rates are also on the increase, and we 
have seen shortage of skilled trade workers 
as European Union migrants leave the UK 
and demand for home improvements rises. 
Checkatrade advised 80 percent of homeowners 
are going to improve their home this year but 
they can only do that if there are sufficient 
tradespeople to do those home improvements.

A key strategic UK Crawford client stated there is 
currently a reduced desire for cash settlements 

    
Many steel manufacturers 
have stopped taking orders, 
as they are worried that 
panic buying will result in 
extremely low stock.



per year (for both imports and exports however a 
sizeable portion will relate to import declarations). 
Further, it is estimated that an additional 50,000 
people will be needed to process customs 
declarations. Inevitably these checks will cause 
delays and introduce additional costs.

Looking internationally, the Suez Canal blockage 
earlier this year has ripples that continue to cause 
materials delays. Around 12 percent of global trade 
passed through the canal including a significant 
quantity of goods destined for Europe.

For example, UK shipping and freight forwarding 
company Seaport Freight Services had 20 
containers of goods stranded on the ship, 
including Amazon orders. Similarly, Seabay 

International Freight Forwarding, which handles 
Chinese goods sold on platforms such as Amazon 
through ‘drop shipping’ (a fulfillment method where 
a store doesn’t keep the products it sells in stock. 
Instead, the store purchases the item from a 
third-party supplier and has it shipped directly to 
the customer. As a result, the seller doesn’t have 
to handle the product directly), also had 20 to 30 
containers on the ships waiting to transit the canal. 
And products for companies such as Ikea were 
also caught in the backlog.

as the customer cannot get the work completed 
themselves due to the increased demand and a 
lack of availability.

There is further evidence, via a selection of news 
articles, where customers have been waiting 
several months to have their property repaired 
with problems arising due to material supply 
challenges and they now simply cannot afford the 
rising costs being quoted.

The UK does face other specific challenges 
including HS2, officially Europe’s biggest 
construction project. This is expected to create 
22,000 jobs over the next five years and will put 
further demand on experienced labour and the 
need for materials.

A shortage of truck drivers is impacting delivery 
routes and whilst this is mainly impacting the 
supermarkets, there are likely to be knock-on 
impacts to the delivery of construction materials. 
DEFRA is considering putting drivers on the 
‘official shortage occupation list’ to help make it 
easier to bring in workers from overseas.

Truck driving in the UK has been dominated by 
eastern European drivers in recent years but many 
have returned home during the pandemic and 
found it difficult to return. The industry has also 
blamed changes to the tax treatment of drivers’ 
pay for damaging recruitment. The government 
is to relax rules for how long lorry drivers can 
work, as a temporary fix for a severe shortage of 
qualified heavy goods vehicle (HGV) operators.

“We’re aware of a shortage of HGV drivers, so 
I’m announcing a temp extension of drivers’ 
hours rules from 12 July 2021, giving flexibility 
to drivers and operators to make slightly longer 
journeys,” the transport secretary, Grant Shapps, 
wrote in a Twitter post. “We’ve ramped up the 
number of driving tests available and will consider             
other measures.”

The impact of Brexit is also becoming even more 
apparent, especially for imported goods. A HMRC 
impact assessment has estimated that there will 
be an additional 205 million customs declarations 
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arising due to material 
supply challenges and 
they now simply cannot 
afford the rising costs 
being quoted.





The future
We expect short term challenges with the 
availability of drying equipment, impacted by 
both recent flood events across Europe and 
manufacturing delays and materials shortages 
faced by the industry. The UK could face knock 
on challenges if it was to experience a major flood 
event in the next 3-6 months.

Looking further into the future, a Carbon Tax Levy 
is planned to be introduced in 2023 – the EU’s 
carbon border tariff to target steel, cement and 
electricity which would further increase the costs 
of these construction critical materials. 

It remains to be seen how this levy will play out, 
but it could simply filter down to higher prices, or 
a restriction in supply as supply is shifted to more 
lucrative markets.

A key consideration for the future will also be the 
country’s commitment to the global effort to drive 
towards a more sustainable environmental future. 
Better reuse of materials from existing buildings as 
well as use of general recycling and repurposing 
methods should be considered where possible 
and could have a positive impact on our Carbon 
reduction goals as well as impacting the supply 
chain and the cost of raw materials. 

Use of more low-carbon alternative building 
materials - for example hempcrete, ashcrete or 
ferrock rather than cement – will also spread 
demand and alleviate pressure on demand for 
conventional materials and will help us to achieve 
our environmental goals as well as helping to 
future-proof building costs against potential green 
levies or taxes.

Trusted partner contractor 
survey results
Contractor survey - materials

We are currently seeing increasing lead times 
across the board on materials. There is a link here 
in part with the boom in house building and the 
private sector, but there are also some significant 
UK supply issues to be considered.

The knock-on impact is that even where materials 
are reaching the UK, we are seeing rationing of 
certain products – and even the larger regional 
contractors are being heavily restricted on the 
volumes they can procure, relative to normal times.

Contractor survey – labour
Please see below results from our latest     
contractor survey



Carpenters and Tilers have overtaken bricklayers 
as the trade with the most shortages.

A consistent theme in relation to labour shortages 
has been the boom in both new build properties 
and a pandemic driven desire for homeowners to 
spend their money on home upgrades, extensions, 
and refurbishment projects.

One of our Contractor Partners has described the 
current situation as “an explosion in the private 
sector”, with another commenting that currently 
“labour can choose the projects they would like to 
do, rather than actively looking for work”.

This current situation in the private sector is driving 
up labour rates, and demand far outweighs supply. 
This position has been compounded following 
Brexit, with the number of EU workers lost 
estimated at approximately 400,000. 

Statements from contractors 
1. “In relation to timber, America has begun 

ordering for the Scandinavian mills which 
has resulted in a massive shortage and price 
increase for the UK.”

2. “The private sector is very busy locally to us at 
present and there are also large government 
projects locally (e.g. HS2) and this is causing 
excessive demand for some materials in       
our region.”

3. “Government directive of “build, build, build”

4. “Brexit - Influencing material availability both 
in relation to Europe and globally e.g. Cost 
increases due to trade supplies from China.”

5. “The housing and building industry is    
booming, especially in the US and they are 
prepared to pay a lot more than the UK to get            
the materials.”

6. “Furlough, not being able to travel for       
holiday, etc. has led to an upturn in sales of 
5x and more in the garden industry, fencing, 
sheds etc.”

7. “Due to this [increased demand], mills are 
cutting the sections that best suit these 
markets, leaving the sections for the pallet and 
packaging sectors in even shorter supply.”

8. “Not only did Eastern Europe and    
Scandinavia have to deal with Covid-19 
effecting logging, they also had a severe winter 
slowing things further.”

9. “Russia, New Zealand and Australia have been 
exporting less due to the increase in demand 
at home, this has pushed China and the US to 
purchase from the same pool as the UK.”

10. “Silicone is a product that is used in the 
manufacture of a great number of items 
including a large amount of materials within 
the Construction industry. Silicone is mainly 
manufactured/produced in China and due to 
the COVID-19 pandemic the production of 
this element has been significantly reduced, 
plus China restrict exports to ensure their own 
requirements are met, this has impacted on the 
availability of materials.”

    

“Government directive of 
‘build, build, build’.”



Contractor case study
Works were being carried out to a new 
convenience store. It’s been ongoing for several 
years due to a legal issue regarding the drainage 
connection in the land to the rear, and as such the 
quote had to be updated several times. This was 
last updated in January 2021 when the price was 
fixed for three months taking us up to early April. 
The authorisation was finally received in May.

It is a steel frame/brick clad building with an 
aluminium and glass shop front, the negotiated 
price was over £800,000. We said we’d have to 
check prices due to increases/material availability 
and we came back with some £40,000 of 
increases due to the market, to which the client’s 
agent said ‘no way, we’ll go back out to tender’.  
We said, ‘we understand but there’s a good 
chance the materials will go up more during the 
re-tender period’.

The client stepped in and we were asked for 
copies of the quote increases which we provided, 
and we evidenced that the new steel price stated 
it was only fixed for 7 days, meaning we’d need a 
decision by the end of that week.

Friday came and went but the client emailed 
their approval of a £40k increase on the Monday 
morning, we went back to the market and placed 
the orders at lunch time. Unfortunately, during the 
intervening period [Fri-Mon] the steel costs had 
again risen by £3k but out of loyalty we absorbed 
that increase.

However, the steel also went from a four to six-
week delivery time to an 18-week delivery time and 
we need it in week four of the build, so the project 
is going to be delayed by 12 weeks.

Summary 
There is an almost perfect storm of a new build 
boom, a home renovations boom and significant 
jump in global demand resulting in further material 
shortages created by the Covid-19 pandemic. The 
impact of Brexit has exacerbated this further still 
via a significant reduction in skilled labour available 
from the EU.

Whilst the materials shortages may start to 
balance out over time, the impact of the labour will 
be felt for considerably longer. 
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For more information

For more information about Crawford Contractor Connection or to discuss the contents of this 
paper, please contact:

David Sheppard
Head of Systems, Quality and Compliance
Crawford Contractor Connection
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E: david.sheppard@crawco.co.uk

https://www.crawco.co.uk/services/managed-repair
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