
Introduction

If the worst happens, and you suffer a loss to one of the 
buildings or infrastructure on your Park then the amount 
you are insured for becomes an important number. With 
rising costs of materials and labour knowing how much to 
insure for is difficult. In this article we examine the trends 
in the cost of rebuilding and how this might impact your 
insurance.
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Costs on the Rise

There is a lot of focus at present on the rising costs in construction, and in particular in 
the leisure industry. Whether it’s replacement Caravans and Lodges, the cost of timber or 
the cost of resource. The simple fact is that a combination of factors are all adding to the 
pressure on supply chains:

• Reduced manufacturing capacity due to Covid

• Shipping difficulties

• Insufficient HGV drivers

• Increased demand

• Brexit

In their latest report on Building Repair Costs, Sedgwick (one of the leading global Claims 
providers) forecast that the cost of insurance repairs in relation to buildings will rise 7.31% 
through the rest of 2021. Known as the Insurance Repair Specific Index (IRSI), it monitors 
the four main cost components typically found in insurance repairs: Labour, Plan, 
Materials and Waste disposal.

Materials

Many contractors experience problems sourcing materials 
and are forced to use higher cost channels such as local 
merchants or in some cases enter into auctions for 
materials. In the last 3 months they’ve seen double digit 
increases in:

1. Timber skirtings +61%

2. Structural timber +45%

3. uPVC windows +18%

4. Radiators +10%
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The table below shows how the IRSI compares with 
other measures in the economy including CPI and the 
Building Cost Indices produced by the Royal Institute 
of Chartered Surveyors (RCIS). All the indices show an 
increase in costs and sharp ones through the end of 
2020 and into 2021
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Labour Costs

Attracting and retaining labour is an ever increasing challenge for contractors and with a 
buoyant housebuilding sector the pressure on costs and wages is increasing. The falling 
supply of tradespeople and rising demand is impacting contractors, with labour being 
attracted away due to higher wages in other sectors. 

In their report Sedgwick also highlight that contractors are increasing wages with an 
average 9.6% uplift for operatives so far this year just to retain them.

Those contractors also reported that:

• The average loss of tradespeople is 16.4%.

• Recruitment of new tradespeople to backfill leavers is difficult – on average 74% of 
vacancies are filled.

• 84% of contractors have increased tradespeople’s wages by an average of 9.6%.
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The knock on impact for Insurance

So what does this all mean for you and for your 
insurance? 

The most obvious link is the amount you need to insure your buildings and infrastructure 
for, if the costs of rebuild and replacement are increasing then it follows that sums 
insured need to increase. But by how much? 

If costs are going up by 7% then is a 7% increase sufficient or would 10% be more 
appropriate, or even 15%. Another reliable source of information, 
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Doesn’t Day 1 uplift help me?

Unfortunately not, insurance policies that contain a Day 1 uplift do so to cater for any 
additional costs involved in the reinstatement of a building including things like 
professional fees, debris removal or modifications to comply with local authority or public 
authority changes in regulation. 

What it doesn’t cater for is the physical declared value of the building being lower than 
the cost of rebuilding, that figure still needs to be accurate and represent a true picture.

The most robust way to determine sums insured would be to engage a professional 
surveyor to undertake a review for you and use their report to determine what those 
value should be.

We’ve written previously about the perils of being underinsured (click here to read that 
article) and these increases make it ever more important to be insured for the right 
amount. 

The Department for 
Business, Energy and 
Industrial Strategy, also 
measure the cost of 
construction materials and in 
June and July of this year 
recorded a figure of 6.7%.
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So what do I need to do?

We’ve talked in this article about the rising costs of rebuilding and the need to increase 
sums insured however getting them right in the first place is critical. Index linking or 
increasing from the wrong baseline could still mean that you are underinsured.

The upcoming winter period represents a great opportunity to look at your sums insured 
and declared values on buildings and review if they are adequate. Covid has impacted 
the number of surveys that had been carried out but with restrictions lifting there is more 
availability for an expert to come and assist you with this.

The renewal of your policy is the usual time that most Parks update sums insured but 
you don’t necessarily have to wait that long, in fact if your policy only renewed in the last 
2-3 months then your next renewal is a whole season away.
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