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Changes in the  
UK market 
Construction in the UK is in poor 
shape, with latest figures from 
Experian suggesting that, by the end 
of next year, the industry will have 
shrunk by 14% since 2007. This has 
had a significant impact on insurers 
and brokers.

The market has undergone a 
tightening up process, which has 
seen many insurers set lower inner 
limits for certain policy areas. For 
example, cover for unforeseen 
ground conditions was a staple 
aspect of construction policies when 
the market was stronger, but has 
now come down significantly. It is 
usually a surge in claims that spurs 
on these changes. For example, after 
several successive tunnel collapses in 
the 1990s the international tunnel 
code of practice was drawn up by 
engineers and insurers. Construction 
companies now must abide by it in 
order to obtain insurance. 

“The market has a strong appetite, 
but if there are losses coming from a 
certain method or type of building, 
then either the market will withdraw 
from it, or impose certain 
restrictions,” says Gallagher Heath 
executive director Mike Hawkes. 

Another significant factor in the 
market has been the growth of 
no-win no-fee solicitors. Brokers 
report a huge increase in the number 
of claims and, despite the payouts, 
the market hasn’t seen any upward 
movement in terms of rates. 

Construction specialist Five 
Insurance Brokers managing director 
Robert Shurety says: “We find that 
when injuries onsite are reported, 
the claim will eventually come in 
even if it’s an employee that the 
client has looked after and paid well. 
There is a compensation culture and 
people look to cash in on it.”

A simultaneous influx of capacity 
to the market has also forced insurers 
to keep their rates competitive, which 
is keeping profit margins tight. 
However, construction and 
engineering is not a commoditised 
market, and price is not the sole 
consideration for clients. 

Booming foreign markets have 
enabled some brokers to 
develop an international 

presence, while in the UK  
there have been fewer small 
infrastructure projects. However, 
the Olympics, Crossrail and other 
large developments have kept up 
high-end business levels. The 
London market remains a vital 
source of cover for heavy risks in 
both the public and private sectors 
at home and abroad, owing to the 
concentration of specialist insurers.

JCT Insurance Experts managing 
director Jenny Carter-Vaughan 
says: “For smaller projects under 
£10m we would be looking at the 
composites, but for anything above 
that, it’s really got to be placed in 
the Lloyd’s market. At the end of 
the day, it’s down to the size of the 
project and being more specialised 
at the high end.”

“You might have someone who’s 
happy to take the bottom five or 10 
million – the lead insurer. Or you 
can look at it as a single project 
and just insure it as a whole. If it’s 
a private project that is going to 

take three years to build, you’ll put 
the insurance in place at the 
beginning, and then it isn’t going to 
have to be renewed on an annual 
basis. It could run for the duration 
of the entire project.”

Large public sector procurements 
inevitably take much longer to place 
in the market than private projects 
due to additional EU procurement 
rules, which brokers have to manage. 

However, regarding private sector 
work, Carter-Vaughan adds: “With 
the larger projects, there are 
increased chances for delay, so the 
most important aspect is collecting all 
of the information to start o! with. 
There are all sorts of niggly bits and 
pieces that can slow things down.” 

‘For smaller projects under 
£10m we would be looking 
at the composites, but for 
anything above that, it’s 
really got to be placed in the 
Lloyd’s market’ 
Jenny Carter-Vaughan,  
JCT Insurance Experts

The path to cover: 
Insurance distribution  
in construction  
and engineering
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A tunnel boring machine, which Mayor Boris Johnson described as: “Voracious 
worms nibbling away under London.” Tunnelling for the £14.8bn Crossrail project 
began in May 2012 and will take three years to complete. It’s currently the 
largest construction project in Europe. 

Project size dictates  
insurance protocol

Start Tender process

PROJECT LAUNCH
Developers draw up 
plans for a project and, 
having secured funding 
and been given the 
green light, must 
decide to either arrange 
owner-controlled 
insurance, or ask the 
contractors to insure it.

BROKER 
APPOINTED
All corporate 
construction 
and engineering 
deals need an 
intermediator.

PUBLIC SECTOR
Time it takes: 3-6 months

EUROPEAN 
COMPLIANCE
Public sector 
projects over a 
certain contract 
size (usually !5m) 
must go through EU 
procurement rules. 
Brokers manage 
this process, known 
as the OJEU.

EXPRESSIONS
OF INTEREST
A pre-qualification 
questionnaire (PQQ) 
is issued for insurers 
looking to pitch. 
Providing they pass 
the PQQ, an invite to 
tender goes out with 
further project 
information.

SHORTLISTING
Applications are evaluated and a shortlist 
drawn up. A 10-day ‘cooling off’ period 
occurs where rejected underwriters may 
appeal against the decision.

PRIVATE SECTOR
Time it takes: 2 months

MEET THE TEAM
The broker gathers as much 
information as possible on the 
project and brings in key people to 
meet insurers (such as engineers 
and project directors) to raise the 
profile of the project.

PACKAGING
The broker then 
packages up the 
project into an  
underwriting pack …

COURTING INTEREST
… and walks it  
around the market to 
encourage an insurer 
to put down a price.

DEAL SEALED
Binding authority granted 
to the coverholder.

The Federation of 
Master Builders
Membership: 10,000
Cover: Legal expenses
Provider: DAS legal 
expenses insurance 
brokered through Aon

PROFESSIONAL BODIES’ INSURANCE PROVIDERS:

The Royal Institution 
of Chartered Surveyors
Membership: 90,000 
Cover: Professional 
indemnity and personal 
lines property
Provider: Howden for 
professional indemnity,  
JLT for real estate

Royal Institute of 
British Architects
Membership: 40,000 
Cover: Professional 
indemnity
Provider: Riba 
insurance agency

The Institution of  
Civil Engineers
Membership: 82,872 
Cover: Professional 
indemnity
Provider: Marsh

Best laid plans: project 
development is a lengthy process  
with complex insurance considerations

UK GI 
Smaller risks are 
more likely to be 
treated as a whole 
project with a single 
insurer, such as  
one of the large 
composite insurers."""

LONDON MARKET
A lead insurer emerges. 
A strong and 
knowledgeable lead 
insurer gives the market 
confidence to follow suit.

Other insurers join  
to provide cover for  
the project. This can 
either be through a  
layered approach or a 
quota share.

ESTIMATED  
MARKET SIZE: 

     £2bn
Corporate construction

Final stages

£2,500
Average premium for a 
£1m construction project


