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Since 23 June, much has been written about 
the construction sector’s ability to weather the 
Brexit storm with many opposing views being 
voiced.

Both official and unofficial figures showed the sector 
rebounding in the summer and autumn months 
following an inevitable wobble in the weeks after 
the vote. More recently, figures from the Office for 
National Statistics show sector output fell by 1.1% in Q3.

Despite this decline, figures are better than 
many predicted before the referendum. How the 
sector will fare longer term, and once Article 50 is 
triggered, remains to be seen, however. 

Some believe Brexit will help the UK to secure 
infrastructure investment from sources further 
afield than Europe. Others see it posing a threat to 
labour pools and a cause of significant inflationary 
pressures. 

Of course, we will have to wait as the Government 
looks to repeal the High Court’s judgement, which 
ruled that Parliament must vote on the formal 
process of the UK’s EU exit. Brexit Secretary, 
David Davis recently suggested that the Supreme 
Court judgement may not come until the new year, 
signifying delays and further debate.

It’s estimated that the construction sector 
contributes an estimated £103bn in output to the 
UK economy. Much of what has been written about 

the sector in 2016 and since the vote has focused 
on ‘big business’. It was big business that made its 
views clear on Brexit; that reacted to government 
announcements on fiscal stimulus; that was the 
focus of Sajid Javid’s comments on housebuilding 
quotas. 

But while large housebuilders and prime contractors 
undoubtedly drive activity and stimulate supply 
chains, views of the firms they subcontract are often 
overlooked, despite their significant contribution 
to output and employment. Dependent on which 
way the Brexit curtain falls, it will be the army of 
small construction sector firms that will take part 
in infrastructure projects funded from overseas or 
that will be required to manage skills shortages and 
rising costs. 

In October 2014, ahead of the General Election 
we published our first subcontractor study, which 
focused on activity and performance. 

Partnering again with construction industry 
specialists, The Vinden Partnership,  in October 
2016 we conducted research of 250 subcontractors 
across the UK. This study is the basis of our 
Subcontracting Growth report and offers unique 
insight into the challenges and opportunities faced 
by such firms as we move towards 2017, and an 
uncertain future outside of the EU.

Helen Wheeler 
Managing Director of Construction Finance
Bibby Financial Services
November 2016
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KEY FINDINGS

CONTRACTS AND SUPPORT AREAS

•     29% of firms say they ‘always’ get paid the full amount 
they bill contractors for.

•     One in five (19%) says they don’t thoroughly check 
contracts before they sign them.

•     A third (35%) say they would benefit from support in 
relation to employment law and legislation.

•     31% say they would like help tendering for national 
contracts and over a quarter (27%) say they require 
support checking contracts.

OVER A THIRD (38%) SAY 
CONSTRUCTION CONTRACTS ARE 
TOO COMPLEX TO UNDERSTAND.

38

OPPORTUNITIES

•   Commercial contracts (45%), housebuilding (24%) and 
industrial contracts (9%) are the greatest opportunities to 
secure more work amongst subcontractors.

•   Over half (52%) believe that local authority contracts are  
most beneficial to the construction sector.

•   The Northern Powerhouse (23%), Hinkley Point (21%) and  
HS2 (21%) are also seen as beneficial projects for the sector.

ONE IN FIVE (22%) BENEFIT FROM 
NATIONAL INFRASTRUCTURE 
PROJECTS.

CHALLENGES AND CONCERNS 

•   27% say that late payments is the biggest threat to their 
business over the next 12 months.

•   Skills shortages (21%), the health of the UK economy (20%) 
and cashflow (17%) are also seen as key concerns.

•   Over half (51%) say that Brexit will not impact their business.

•   On average, firms have written off £50,772 in bad debt over 
the past three years.

OVER HALF (55%) BELIEVE 
THEY MUST ACCEPT TERMS 
AND CONDITIONS STIPULATED 
BY MAIN CONTRACTORS OR 
RISK LOSING WORK.

CURRENT ACTIVITY AND TRENDS

•   Subcontractors have an average of 22 weeks’ work in  
the pipeline (5.5 months).

•   On average,  40 new contracts are taken on each year.

•  The average value of a new contract is £205,077.

•   On average, subcontractors wait 42 days for payment  
from main contractors.

OVER A QUARTER (26%) SAY 
THAT AUGUST IS THEIR BUSIEST 
MONTH OF THE YEAR.
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THE CONSTRUCTION PIPELINE 

Following initial tremors in the wake of the EU referendum vote, the 
construction sector appears to have somewhat stabilised. Work volumes 
appear strong amongst subcontractors and, on average, firms had 22 weeks of 
work in their pipeline. When compared with findings from BFS’s previous sector 
study, the 2016 survey reveals that subcontractors had five more weeks of 
work lined-up than in 2014, when the average number of work-weeks was 17. 1

1 http://www.bibbyfinancialservicesblog.com/planning-for-growth
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“While we work on commercial and 
residential projects throughout the 
year, we generally see much more 
domestic work come up in the 
winter months due to the weather 
worsening. So whereas in the summer 
months, we’re more likely to be 
working on large projects and house 
building, from November through to 
March time, we see a lot more private 
domestic work coming in.”

CRAIG JACKSON,  DIRECTOR 
LIVINGSTON ROOFING
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One in five subcontractors said they have less work lined up than a year ago. The majority (41%) said that 
work volumes are commensurate to last year and, encouragingly, well over a third (39%) said work volumes 
have improved since 2015.

More work lined  
up currently

About the  
same

Less work lined 
up currently

Don’t know

SEASONALITY 

Construction sector workloads remain weighted in favour of the summer with August featuring as the busiest 
month of the year for more than a quarter of subcontractors.

One in five said that work volumes are steady all year round. Just six per cent said that the winter months 
of December through to February were their busiest periods for work. Understandably, the  British weather 
is an important factor in deciding construction project timings, but there are pockets of subcontractors that 
benefit from the winter months, particularly those who take on private domestic work. 

More than 40 per cent of subcontractors said the value of a typical contract was more than £100,000. The 
average contract value across the study was £205,077 and the average number of new contracts taken on 
each year was 40.
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OPPORTUNITIES BY ACTIVITY TYPE

According to the Office for National Statistics, work volumes across all construction activity declined in 
August, with the exception of work on private commercial projects2. The Royal Institution of Chartered 
Surveyors (RICS) reported private commercial workloads for Q3 broadly similar to those in Q2, with 16 per 
cent reporting a rise in workloads in the months leading to October.3

Findings of the Subcontracting Growth survey show that commercial or non-residential construction 
contracts were seen as the greatest opportunity for subcontractors to secure more work. 

It’s perhaps little surprise that behind commercial contracts, housebuilding was seen as the greatest 
opportunity for subcontractors to secure future work. While unlikely to help the Government reach its 
manifesto pledge of a million new homes by 2020, Chancellor Phillip Hammond’s commitment of a £5bn 
stimulus package is likely to have been welcomed by subcontractors and main contractors alike, with shares 
for housebuilders climbing following the announcement in October. 

Findings shows that less than one in ten subcontractors (9%) saw industrial contracts, such as the 
construction of factories, warehouses and agricultural buildings, as a means of growth. Fewer still (8%) 
thought local authority contracts, such as work on schools and nurseries, provided opportunities. The same 
proportion saw domestic contracts as a means of increasing work volumes.
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“It is interesting to see that local authority 
contracts such as schools and local leisure 
centres are seen as most beneficial to the 
construction sector, particularly given the 
Government’s keen focus on housebuilding 
and national projects in recent years.

The new Chancellor has set-out the 
Government’s economic stall by axing his 
predecessor’s deficit target in favour of a 
focus on fiscal stimulus, such as spending  
on homes and transport. Such fiscal measures 
are welcomed but some have concerns over  
the Government’s commitment to the 
Northern Powerhouse and Midlands Engine 
proposals. It’s critical that we look to rebalance  
economic growth and stimulate the 
construction sector by investing in important 

cities such as Manchester, 
Liverpool, Birmingham and 
Leeds.”

HELEN WHEELER, 
BIBBY FINANCIAL SERVICES

2 https://www.ons.gov.uk/businessindustryandtrade/constructionindustry/bulletins/constructionoutputingreatbritain/aug2016
3 http://www.rics.org/Global/RICS_UK_Construction_Market_Survey_Q3_2016_economics.pdf Subcontracting Growth 1110



FOCUS ON HOUSEBUILDING

According to the RICS UK Residential Market Survey for September 20164, buyer demand increased for the 
first time since February and figures from the Bank of England show the number of mortgage approvals hit a 
three month high of 62,932 in September5.

The Nationwide House Price Index showed that annual house price growth slowed by 0.7% to 4.6% in 
October. The previous month’s report noted that while the number of new homes in England picked-up 
in September, the rate of growth is not sufficient to keep up with demand, standing some 38% below the 
225,000 new homes projected each year up to 20206.

While new buyer enquiries have weathered the aftermath of the EU referendum better than many predicted, 
inflationary pressures are now mounting, with the weaker pound pushing up import prices and, subsequently, 
input costs.

Such pressures may trickle down to subcontractors in the months ahead but for the time being, 
housebuilding remains an important source of work for UK firms. 

Almost two thirds of subcontractors (65%) generate revenue from housebuilding and a third (34%) attributed 
more than a quarter of their turnover to housebuilding related projects.

Revenue generated from housebuilding by subcontractors in the South East (excluding London) was twice 
as much as that for firms in the East Midlands and North East regions. While housebuilding is seen as a silver 
bullet by many economic commentators, there are regional considerations surrounding how and where the 
Chancellor’s construction stimulus should be deployed.
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4 http://www.rics.org/Global/9._WEB_%20September_2016_RICS_UK_Residential_Market_Survey_tp.pdf 
5 http://www.bankofengland.co.uk/statistics/documents/mc/2016/sep/moneyandcredit.pdf
6 http://www.nationwide.co.uk/about/house-price-index/headlines

“While it is encouraging to see the new Government set out its stall 
on housebuilding, the sector is still far behind the rate of growth 
required to match demand with supply. Most people in the sector are 

confident that there will be more work in this area 
over the coming years although I think there is some 
uncertainty about how Brexit will impact both the 
residential mortgage and housebuilding markets.” 

PETER VINDEN,  
THE VINDEN PARTNERSHIP

12 Subcontracting Growth 13



In relation to the types of projects, over half (52%) said local authority contracts were most beneficial to the UK 
construction sector. National infrastructure projects, such as the Northern Powerhouse, Hinkley Point, HS2 and 
South East Airport expansion were seen as most beneficial to over one in five of those surveyed. One in ten 
(10%) said that none of such projects were beneficial to the sector and seven per cent did not know.

KEY SUPPORT AREAS 

Support services are available from both private and public sector organisations to help subcontractors take 
advantage of the opportunities available. Support in relation to employment law was sought after by more 
than a third (35%) of firms. Tendering for national contracts, contract checking and dispute resolution also 
featured as common support areas amongst subcontractors. 
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NATIONAL INFRASTRUCTURE CONTRACTS 

In March 2016, the Government announced its National Infrastructure Delivery Plan. It compiled all national 
infrastructure plans for Parliament to support “large-scale housing and regeneration, as well as investment in 
new local schools, hospitals and prisons.”7

The delivery plan included the National Infrastructure Pipeline, a forward-looking assessment of planned 
infrastructure investment across the private and public sector. The pipeline’s investment value was estimated 
at £425bn across the UK up to 2021.

A key part of the plan surrounded improvements to the procurement process for national infrastructure 
projects, with a focus on levelling the playing field for suppliers and opening doors for both national and 
regional subcontractors. This involved “requiring suppliers to openly advertise subcontracting opportunities.”

Findings from our study reveal that just one in five subcontractors benefitted from national infrastructure 
projects. It is perhaps unsurprising, therefore, that almost a third (31%) said they would benefit from support 
in relation to tendering for national contracts.
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SUBCONTRACTORS BENEFITING FROM NATIONAL PROJECTS

Firms in the West Midlands were most likely to benefit from national infrastructure projects (35%) and almost 
twice as likely than those in the neighbouring East Midlands and the South East excluding London (18%).
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7 https://www.gov.uk/government/news/new-national-infrastructure-delivery-plan-gets-britain-building 14 Subcontracting Growth 15



KEY CONCERNS

Poor payment practices continue to plague the construction sector and it is unsurprising but discouraging 
that late payment was seen as the top concern amongst subcontractors over the next 12 months.

The rising cost of raw materials, exacerbated by a weakened pound was cited as a key concern by 17 per cent 
of firms. The same proportion anticipated cashflow as an issue for the year ahead and it is likely that these 
two issues will become further interlinked as costs continue to rise. Labour costs were a concern for 16 per 
cent of subcontractors.

One in five subcontractors (20%) think that the health of the UK economy is the greatest threat to their 
business over the year ahead. Interestingly, just one in ten subcontractors mentioned Brexit as a key concern, 
despite double (19%) believing that Brexit will negatively impact their businesses. 

Various market surveys have signified concerns over a shortage of industry skills in the wake of the UK’s 
referendum vote and 21 per cent believe this is a future threat to their businesses.

CHALLENGES

“Much of our work relies on lengthy payment terms and we bring in 
subcontracted support to work across a number of sites. Therefore it’s vital 
we have cashflow that can support our work and meet our own payment 
obligations. Without the necessary funding we wouldn’t be able to get 
the contracts that we do whether they’re for schools, hospitals or student 
accommodation.”

MARTIN MALLON, CEO OF PORTSMOUTH-BASED INTERIOR FIT-OUT COMPANY, G&E PROJECTS
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TOP TEN CONCERNS

“In my experience, disputes concerning the value of payments in the supply chain 
of large and small projects remain a common feature of the UK construction sector. 
Many subcontractors do not understand their legal rights or know what action 
they can take when facing payment difficulties. This issue is particularly prevalent 
in subcontracts involving large main contractors. Subcontractors worry that taking 
action to enforce their rights could adversely affect future relationships and prospects 
and are often reluctant to enforce their legal rights. Whist this may be understandable 
to an extent, it should not be forgotten that failure to obtain interim payments and 
mange cashflow are the most common causes of business failure. Subcontractors 

should never be reluctant to seek payment in full and on time for 
work completed. Any subcontractor that finds itself in a situation 
where payment is being withheld should seek expert advice and 
assistance at the earliest opportunity.”

PETER VINDEN, THE VINDEN PARTNERSHIP
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BREXIT 

The majority of subcontractors (51%) do not believe the UK’s decision to leave the EU will affect their 
businesses. Views are balanced with almost one in five (19%) saying that Brexit will have a negative impact 
and 17 per cent believing it will be bad for them. More than one in ten (14%) say they do not know how Brexit 
will affect their businesses. Wider cross-sector sentiment suggests that many SMEs believe it is too early 
to tell whether Brexit will have a material impact. With the timing of Article 50’s deployment now unclear, 
subcontractors and main contractors alike will have to wait as further talks now play-out.

PAYMENT ISSUES 

The Government’s Construction Leadership Council recently published a new Construction Supply Chain 
Payment Charter (CSCPC). Like the Prompt Payment Code, the CSCPC is administered by the Chartered 
Institute of Credit Management and aims to ensure 30 day standard payment terms across the sector by 
2025. According to the Construction Index, as at August 2016, 19 organisations had signed the charter.8

Many small businesses face the challenge of late payment from customers, irrespective of size or sector. 
However, subcontractors and construction firms are particularly exposed to such issues due to working on 
projects that require high up-front input costs.  

The survey reveals that, on average, subcontractors waited 42 days for payment from contractors with the 
majority of firms being paid between 29 and 42 days. Almost half (48%) waited longer than 42 days for payment.

Almost a third (29%) said they always receive the full amount they bill customers for with the majority (57%) 
stating they receive the full amount most of the time. The remaining 14 per cent said they are paid the full 
amount for half or less than half of contracts undertaken.

Unclear briefs from main contractors (16%), changes to the scope of work (16%), cashflow issues of 
customers (13%) and queries over quality (12%) were cited as the main reasons by those who did not always 
receive the full amount agreed.
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8 http://www.theconstructionindex.co.uk/news/view/new-scheme-hopes-to-improve-supply-chain-payment

“It’s not unusual for subcontractors not to be paid the full amount agreed 
and we often hear of issues on commercial projects where the scope of 
the job has been changed half way through. This situation is a nightmare 
for smaller firms that have already incurred significant input costs. Bad 
debt is also an issue. Not only does it impact a business’s cashflow, it often 

prevents suppliers and workforces from being payed. In 
extreme cases, it can lead to insolvency, causing serious 
repercussions throughout the entire construction supply 
chain.”

HELEN WHEELER, BIBBY FINANCIAL SERVICES

“We have seen no real impact on our business since Brexit. It’s unlikely to 
have any material affect for us outside the more macro effects currently 
causing some turbulence. Being based in the South East, there are many 
commercial and housebuilding contracts and projects planned over the 
next few years to keep us busy. We do rely on some EU countries for 
skilled employees so there may be short term skill gaps, but we don’t see 
this lasting. The prevailing headwind from currency movements is feeding 
widespread price increases. Although we are having to cope with such 
increases, so far they have not diminished demand.”

ROGER TAYLOR, EXECUTIVE DIRECTOR OF HOME APPLIANCE INSTALLATION FIRM, KABOODLE
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INDUSTRY DISPUTES 

Disputes between customers and suppliers are inevitable and a feature of all industries worldwide. However, 
it is often assumed that the construction sector suffers from a greater number of disputes than other 
industries, due to the number of parties involved in supply and demand, and variations in contracts between parties. 

Results of the study are balanced and one in five (19%) subcontractors said disputes are commonplace. A 
third said disputes occasionally happen with the same proportion suggesting it is a rare feature of the industry.

BAD DEBT 

Unlike late payment, which can squeeze a business’s cashflow over time, bad debt is money that can never 
be recovered. It’s estimated that almost one in three small businesses in the UK writes-off moneys owed and 
bad debt can occur due to debtor insolvency or protracted default.9

BFS’s 2014 construction sector survey found that  firms wrote off £30,000 on average in the three years 
preceding10. However, findings of the Contracting Growth study in 2016 show the issue worsening for UK 
subcontractors. In the past three years firms have written off an average of £50,772.83 as customers fail or 
are unwilling or able to pay sums owed.

CONTRACTS

In its Economic & Construction Market Review, Barbour ABI found that construction sector contracts 
in September reached a total of £5.6bn and it is estimated that there were around 12,000 construction 
contracts awarded in 201511. For subcontractors, understanding and negotiating suitable contract terms 
is critical in ensuring that projects are priced accordingly and profitable. However, while 81 per cent of 
subcontractors said they thoroughly check contracts before signing, almost one in five said contracts  
were not always diligently checked and considered. 

Additionally, more than a third (38%)  said contracts were overly complex and difficult to understand, 
highlighting a serious issue throughout the construction supply chain.

Penalty clauses are a common feature of contracts between main contractors and subcontractors. Such 
clauses are used to set-out financial consequences for subcontractors should they breach their obligations 
in relation to the completion of work in accordance with requirements detailed in the contract.

In 2015, the UK Supreme Court upheld a ban on excessive contractual penalty clauses but in reality, such 
clauses are a significant issue for many subcontractors throughout the country. 

The research shows that while 80 per cent of subcontractors had not been impacted, one in five (20%) had 
been adversely affected by such penalty clauses.
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9 https://www.bibbyfinancialservices.com/how-we-can-help/about-us/sme-confidence-tracker 
10  http://www.telegraph.co.uk/finance/newsbysector/constructionandproperty/11366852/British-

builders-lose-2bn-a-year-as-clients-fail-to-pay.html 11 http://www.barbour-abi.com Subcontracting Growth 2120



Subcontracting Growth is a survey of over 250 UK businesses across different subcontracting trades. 
Research was conducted by Critical Research and took place between 21 September and 6 October 2016. 
Participating subcontractors had an average turnover of £2.3m and less than 250 employees. 

Highlighting the frequent imbalance of power amongst subcontractors and their main contractor customers, 
more than half said they had to accept contracts as they are presented to avoid losing business. Just 42 per 
cent said that they can influence and change the terms of contracts and a further 3 per cent said they did 
not know whether they could influence the terms of contracts.

“It is particularly concerning that one in five subcontractors said they did 
not always thoroughly check the contracts they are entering into with main 
contractors. All subcontractors should take care to understand the contracts 
they are entering  as ignorance is no defence in court. English law generally 
permits parties freedom to contract on whatever terms they like. Agreeing to 
onerous terms may prove to be fatal and there can be no excuse for failing 
to read the subcontract terms carefully or satisfying yourself that you can 
comply with those terms. Larger contractors may have more negotiating 
power, but subcontractors shouldn’t assume that bigger firms will refuse 

to negotiate. Providing there is agreement on price, a 
contractor will negotiate on terms rather than risk losing 
margin by selecting a subcontractor that will sign-up to 
anything.”  

PETER VINDEN, THE VINDEN PARTNERSHIP

METHODOLOGY 
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CONTACT
HELEN WHEELER 
Managing Director – Construction Finance 
Bibby Financial Services 
helen.wheeler@bibbyfinancialservices.com 

SEAN CASEY 
Head of External Corporate Communications 
Bibby Financial Services 
sean.casey@bibbyfinancialservices.com
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BIBBYFINANCIALSERVICES.COM0808 2311 067

ABOUT BIBBY FINANCIAL SERVICES
Bibby Financial Services is the UK’s leading independent invoice finance 
specialist and a trusted provider of funding solutions to 7,000 businesses. 

Through our network of 19 local offices, we handle annual client turnover 
of £5 billion and advance in the region of £483 million to small and 
medium sized businesses throughout the country.

Formed in 1982, we are members of the Asset Based Finance Association 
and support businesses in over 300 industry sectors.

Our portfolio includes invoice discounting, factoring, export finance, asset 
based finance, lease finance, foreign exchange services, and specialist 
funding for the construction, recruitment and transport sectors.

In 2011, 2012, 2014, 2015 and 2016 the company was awarded a place in 
The Sunday Times 100 Best Companies to Work For, ranking 31st in the 
most recent poll.

To find out more about Bibby Financial Services, visit:  
www.bibbyfinancialservices.com

ABOUT THE VINDEN PARTNERSHIP
The Vinden Partnership (Vinden) is a multi-disciplinary firm 
of management consultants. It has a 22 year track record of 
providing innovative services to the construction, engineering, 
banking, asset based lending and insurance sectors.

The team is made up of chartered quantity / building surveyors, 
adjudicators, arbitrators, barristers, forensic planners, engineers 
and architects, many of whom are dual qualified and from an 
industry background with 20+ years’ experience.

Vinden provides services through its regional offices and network 
of client relationships throughout the UK and beyond.


