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Introduction

In recent years, the industry has consistently received clear messaging
regarding rising construction costs, with particular emphasis on the
mechanical, electrical and plumbing (MEP) sector.

Amid ongoing political instability and international conflict, it is
increasingly important to identify which factors lie within our control
and explore practical steps to help mitigate their impact.

In May 2025, we hosted a roundtable
discussion, *MEP Contractor Roundtable:
What Lies Ahead?’, bringing together industry
leaders for an open and collaborative
conversation on common challenges and
emerging themes. As the market continues to
evolve in unpredictable ways, it is essential
that all parties—not just MEP contractors, but
also clients and professional teams—respond
with agility and foresight.

At Turner & Townsend alinea (TTa), we
draw on our specialist knowledge, extensive
experience, and wide-reaching industry
relationships to identify key issues,
proactively manage risks, and challenge
conventional approaches in pursuit of
excellence.
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We recognise the importance of staying close
to the market in order to unlock opportunities
to deliver buildings that are economical,

low in carbon, safe yet quick to construct,
and high in quality—all while maximising
value. Sharing this insight with our clients is
fundamental to improving project outcomes.

This report explores some of the key topics
discussed at the roundtable and proposes
ways in which we, as an industry, can
collaborate to drive meaningful improvement
across the MEP sector.




Impacting construction costs

It is not a new or groundbreaking
revelation. We've heard it consistently over
the last few years: construction costs are
continuing to rise.

Inflation and supply chain-driven cost increases remain the primary contributors in
causing cost pressures. Many in the room shared that suppliers are implementing
regular price hikes, a trend we’ve also observed through our independent market
testing and supplier engagement.

However, beyond these well-known supply chain cost increases, the discussion
also surfaced several other themes, where clients and design teams could play a
more active role in influencing outcomes.

Tender price inflation

Figure 1 shows that tender price inflation (TPI) has continued to rise despite
recent concerns about the softening of the sector. In recent quarters, this
increase has been primarily driven by a steady rise in labour costs from the
ongoing shrinking of the UK workforce.

From Q1 2020 to Q1 2025 TPI has increased by 18%. Although increasing, the
rate has slowed compared to what was seen in 2021 and 2022.
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From Q1 2020 to Q1 2025, TPI has increased by 18%

Indexed (2019 = 100)

Figure 1: TTa London TPI indices graph (2016 - 2026)

Year



‘ Impacting construction costs

Contract terms

A key commonality amongst the MEP
contractors was the concern over the quantity
of amendments to contracts resulting in more
onerous terms. The risks associated with this
are one of the key contributors in causing
inflated pricing.

The JCT suite of contracts, established by the
Joint Contracts Tribunal (JCT) were written for
a reason: to provide fair and consistent terms
for construction projects. These contracts are
then periodically updated by industry bodies,
typically every ten years, to ensure they are
relevant and appropriate. Yet, we often see
“JCT Contracts with amendments” proposed
for projects.

There is a concerted view amongst MEP
contractors that there should be fewer
amendments, and a more considered view
should be taken to ensure these are aligned
with the project. Whilst we all encourage
lessons learned so we can continually
improve, this results in further contract
amendments being added to future contracts,
forming an ever-increasing list.

Whilst in a competitive environment, MEP
contractors may be reluctant to challenge
amendments and instead look for ways to
mitigate and accept these prior to tender
submission - with projects often calling for

“no comments on T&C’'s” as part of the tender
criteria.
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This is becoming a widely accepted protocol,
but one that clients are ultimately paying the
price for. Contractors and sub-contractors
should be empowered to have more
conviction in raising these as part of the
tender, through the tender query process or
mid-tender interviews, as potential areas of
attracting additional cost.

Additionally, clients may obtain a more
efficient commercial offer, whilst still
mitigating risk, if they were receptive to
reviewing these concerns.

Concerns around contract amendments and
their impacts is not new and the Construction
Leadership Council (CLC) has already issued
a statement highlighting these in October
2024. Part of the statement notes: “The CLC
believes that onerous amendments make
contracts unviable, reduce competition,
increase risk and lead to unnecessary legal
costs required to review legal liabilities
created by the amendments.”

The statement further notes that the
extending liabilities are misaligned to the
limit of Professional Indemnity Insurance
(PII) cover typically available and leaves all
involved exposed.
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Impacting construction costs

There was a consensus in the room that for MEP
contractors to offer best value we should provide
them with Stage 3 MEP design with an inclusion in
their contract to develop the MEP design straight
to Stage 5.
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Tender quality and
timescales

Those in the room also raised concerns about
tender quality and tender periods as ongoing
areas of concern, leading to increased tender
pricing.

Exploring this further, we discussed the need
for design freezes to mean just that. The
rush to tender often results in draft design
information being issued to the market
incomplete or not yet suitably coordinated.
Subsequent tender addendums then cause
confusion around the finality of design and
generate requests for extensions to tender
submission periods.

A simple solution that is within our control

is to ensure that a robust level of design
completion and co-ordination is achieved so
information can be issued once as part of
the tender, with addendums only being used
for minor changes or modifications. This
approach will not only reduce the resource
required from the market to compile and
submit a tender but also provide more clarity
on what the tender price is reflective of.

Consistent pressure on professional

fees often restricts designers’ time and
resources, preventing them from providing
a comprehensive review of the final co-
ordinated design at the end of a stage,
resulting in a ‘design and dump’ approach.

This is often transferring design risk through
contractor’s design portion (CDP) or contract
terms. Yet, this upfront reduction in fees
leads to an inefficient design process, with
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no commercial benefit due to contractor
design completion costs being added to tender
submission.

There was a consensus in the room that for
MEP contractors to offer best value we should
provide them with Stage 3 MEP design with an
inclusion in their contract to develop the MEP
design straight to Stage 5. This approach has
been used within the residential sector and on
decarbonisation projects, yet caution should be
taken with how this can be applied elsewhere.

Considerations include, but are not limited to:
®m Basis of the contract.

B Timing and how this relates to the
appointment of the main contractor.

B Procurement route.

m Interface with other disciplines such as
architectural and structural engineering.

Overlapping Stage 4 consultant design with
Stage 5 MEP contractor design could lead to
reducing abortive design, reduced programme
resulting in preliminaries savings and

reduced risks once on site through improved
coordination.

The risks with this approach could be mitigated
through clear contract documentation,
ensuring all parties across all disciplines are

on board with the approach and identifying the
approach early in the project.



Impacting construction costs

Digital & design

The advances in digital technology in working
practices in recent years mean BIM models
are becoming increasingly commonplace in
design releases. However, they are largely
used for coordination between architects

and engineers, and are not always utilised

to benefit the wider project in terms of
quantification, cost, and tendering.

It was suggested that earlier engagement
with the supply chain could provide
contractors the opportunity to support and
influence the design and modelling, reducing
resource and saving unnecessary expense
post tender.

The route to maximising the benefit of these
digital tools and models is to agree a robust
set of deliverables with the client and the
design team as early as possible. Setting
models up correctly from the start means
design co-ordination, quantification, and
tendering will all benefit.

In particular, the contractors will be able to
provide a more competitive tender as they
will not need to include for scope gaps or re-
modelling on appointment, contributing to the
list of additional costs for inefficiency.

Time to appointment

Through close relationships with clients
and developers, as well as market data
and analysis, we're aware of the increasing
demand for early cost certainty prior to
funding approvals. Cost certainty has

been and continues to be a key driver for
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this, which, when balanced against the
procurement process, can result in challenges
for all parties involved.

Whilst clients and developers manage the
next phase of a project to gain approval and
we all eagerly await the green light; the sub-
contractors face their own challenges. They
are often kept waiting whilst on the verge of
approvals, and with a requirement for them
to tender more than they know they will win,
resourcing continues to be in question - will
they need to recruit or make redundancies?

The volatility of the supply chain continues as
we see increasing numbers of insolvencies.
With the effects of the demise of MJL and
ISG, it should come as no surprise that these
are questions the supply chain is asking itself,
given a very real threat to their business.

Our potential influence over this is tangible.
We can support our clients in ensuring they
are comfortable with the scope of services
for the engineers and understanding how
this scope of design is allocated amongst the
client team and supply chain.

We, as an industry, should be holding

the design team accountable for their
deliverables, both in terms of quality and
timelines. Whilst acting in the best interests
of clients, we also need to be mindful of
protecting the supply chain.

With the awareness of the impact that
timeframes have on the supply chain, we
should deliver concise and coherent advice to
clients that provides them with the confidence
to make difficult decisions in a timely manner.




Skills shortage?

Reassuringly, apprenticeship schemes

are gaining popularity, with an increasing
number of people taking up opportunities for
apprenticeships across a range of disciplines
and roles. Yet, this doesn’t seem to be enough
across the board.

24,230 new construction apprentices in 2023/24,
a 14% decrease from the previous year

Source: Construction UK Magazine (2025)
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Numerous practices and businesses, including
consultants and contractors, are often
inundated with applicants, but not all of these
can be successful.

What happens to individuals who are

willing to take on an apprenticeship but are
unsuccessful in securing a specific position?
Could we learn from other approaches and
adopt these? For example, the Universities
and Colleges Admission Service (UCAS)
offers ‘clearing’—a platform for unsuccessful
applicants where they can view vacancies
elsewhere.

We continue to see skills shortages across

the industry, but particularly within on-site
roles which is less appealing to a generation
focused on their social media image. There
was a common theme among the MEP
contractors of not being able to attract people
with the right level of basic skills, and the
inherent lack of flexible working hindering this
further.

A significant amount of work needs to be
done in the industry to engage with a broader
diversity of individuals properly. The sector
needs to have a targeted strategy to appeal
to a wider pool of people who may otherwise
not have considered a career in construction

- for example, the approximately 50% female
population, for starters.

What'’s the solution?

The quality and relevance of training courses
are an issue where those providing training
in these settings lack practical experience
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themselves. Whilst some trades are working
closely with colleges to try and help improve
this, there could be further collaboration
among the trades. Setting their own
standards and leveraging learning protocols
from other industries to enhance training

in construction and property could result in
more comprehensive training for individuals.

The feedback from the supply chain and

in the room was that colleges lacked
experienced individuals to deliver training,
as it was more financially viable for them

to work on-site. We need to be prepared to
indirectly pay for training the future leaders.

The consensus during the roundtable was
that there was often resistance to paying

for the additional resources required within
the preliminary costs that could support
Apprentice training. The project costs must
cover paying for full-time on-site skilled
resources, who would also be required to
dedicate some of their time training paid on-
site resources.

We all have a responsibility to advocate for
the roles that we do, and the roles of others.
The conversation needs a kickstart, and there
needs to be a push for an industry-wide
review on how to drive change and inspire the
future generations. In the meantime, we need
to attract the right people to the industry
whilst widening the pool to select from.



The changing role of MEP trade contractors

There was an overwhelming consensus for
the MEP trades to take a more leading role
in construction and assume a more main
contractor-like role in certain circumstances.

As proven by the success in the data centre
market, MEP direct and decarbonisation
projects, MEP trades are capable of carrying
out a general contractor (GC) role to a certain
degree.

This also became apparent through the
unfortunate demise of ISG, which in turn led
to some direct MEP procurement. So, is there
scope for MEP sub-contractors to take a more
leading role in other sectors from the outset
and what are the perceived benefits?

By undertaking the GC role in projects

that are predominantly engineering-based,
MEP contractors can better manage the
sequencing of works. They can proactively
manage the risk relating to MEP, particularly
in highly concentrated plant areas, such as
basements and plant floors.

Within these areas architectural details are
less of a concern (for example, the finishes

of walls and floors) and MEP sub-contractors
have demonstrated the ability to manage
these packages, as seen on data centre
projects. Additionally, there was feedback
that top-tier main contractors generally prefer
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not to own the risks in high MEP areas. With

the MEP trades upskilling, many having their
own internal civil, structural and architectural
(CSA) and building teams, this could start to

disrupt other sectors, such as real estate.

The success of projects with an MEP
contractor as a GC hinges on some key
considerations:

= Full understanding of the scope of the
works and the proportion of MEP vs the
contract sum analysis.

B The contract and T&C’s need to fully reflect
the risks the MEP trade will be taking on.

m Risk transfer needs to be proportional to
the scope and project.

While those in the room agreed this approach
provided a greater level of control over

the works, risk and agreement of contract
conditions, it was acknowledged that there is
a point at which a more traditional approach
is required, for example, when tower cranes
are required.
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Are performance bonds performing?

Performance bonds, parent company guarantees
(PCG), retention, retention bonds—all examples of
mechanisms in place to protect clients in the event
of failures in performance, insolvency or defects.

Yet, the rising costs of performance bonds, delayed
processes for retention release, and other ongoing
sticking points call into question the efficacy of
these solutions.
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There is consistent feedback from the market
that continued uncertainty around contractor
stability is resulting in increased performance
bonds being requested beyond practical
completion (PC), despite retention being held
post PC.

The rising cost of bonds is severely impacting
their availability in the market, which

is leading some contractors to consider
obtaining bonds from overseas organisations;
however, this is often restricted by clauses
inserted into contracts by clients and main
contractors. Bonds that are obtained can
impose restrictive terms on how the business

2025 MEP Contractor Roundtable: What Lies Ahead?

putting the bond in place is managed, with
stringent financial requirements where a
strong cash flow is critical. These restrictions
mean performance bonds are not an option
for some contractors, impacting the ability to
submit tenders for schemes and increasing
commercial tension in the tender process.

Currently, money spent on bonds is being
moved away from construction to the
insurance sector, and often, a bond will never
get called on. What if, instead, the money
spent on bonds could be reinvested into other
alternatives and retained within the industry?



Is retention being utilised correctly?
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Retention is a common practice that, when
used correctly, can offer an enhanced level
of protection for clients post-PC.

Several contractors in the room stated that they had agreed to increased retention
as an alternative to a performance bond; however, this approach does have its
nuances and could benefit from a refreshed approach.

There are numerous aspects of an MEP contractor’s scope of works where
retention cannot be passed on—yet it continues to be imposed by the main
contractor, often without due consideration for how far down the supply chain it
can realistically be extended.

A notable example is plant, which typically represents a significant investment for
the MEP contractor. Although retention is held on such items, it cannot be passed
on to the supplier or manufacturer.

It has been suggested that greater thought needs to be given to the rationale
behind retaining funds on items like plant, particularly where other contractual
mechanisms—such as warranties—are already in place. This raises the question of
what purpose the retention truly serves in such circumstances.
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What about other alternatives?

Increasingly, more clients are showing
willingness to agree to advanced payments
and include more items on a vesting
schedule, which all supports the supply
chain with cashflow—a positive step change.

PCG’s continue to be requested by clients and developers, and where available,
contractors show willingness to provide these. Some areas for improvement include
more reasonable payment terms, as current terms often result in two months of
payments being tied up at any one point, and the timely release of retention after the
defects period.

The industry needs to ensure that any contractual mechanisms are back-to-back
between the main contractor and sub-contractor, but, it does require the opportunity
for this to be raised so that it can be challenged.

Ultimately, a shift in industry thinking is needed before we see any significant change
in the approach to performance bonds, retention and other alternative mechanisms.

We, collectively, have a unique opportunity to support our supply chain and to take
a step in the right direction to influence positive and constructive change, whilst still
protecting all parties.

The solution? This is likely to be a combination, or a number, of these mechanisms to
find a new balance and require all parties to aim for the same collective outcome.
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Get in touch

At Turner & Townsend alinea, we pride
ourselves on our exceptional team of
specialist cost managers who are experts in
engineering services.

With our extensive knowledge, insights, and experience, we are able to assist our
clients in achieving their commercial objectives.

We would like to give a special thanks to these compaines for contributing to this
year's discussion: Bancroft, Borough, Briggs, Dalkia, Designer Group, Dornan,
Gloster, GWE, JA Brooks, Kane Group, Kier, MALA, NG Bailey, PBS, PIP, ROCMEP,
Skanska, and T Clarke.

If you have any questions about this report or are interested in exploring engineering
services opportunities, please don’t hesitate to contact a member of our team.

James Wanless

Director
Engineering Services
james.wanless@ttalinea.com

Haidee Gonsalves

Director
Engineering Services
haidee.gonsalves@ttalinea.com

Steve Goymer

Director
Engineering Services
steve.goymer@ttalinea.com

Joe Rutledge

Director
Engineering Services
joe.rutledge@ttalinea.com

Michael Grover

Project Director
Engineering Services
michael.grover@ttalinea.com

Victoria Caines

Associate Director
Engineering Services
victoria.caines@ttalinea.com
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