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UK Construction Industry Poised for 3-4.5%
Growth in 2026, But Critical Workforce
Shortage Threatens Recovery

New industry report reveals £530 billion infrastructure pipeline driving optimism, while sector faces
urgent need for 266,000 additional workers

LONDON, UNITED KINGDOM, January 8, 2026 /EINPresswire.com/ -- The UK construction
industry is entering a period of cautious optimism with projected growth of 2.8% to 4.5% in 2026,
marking a significant recovery after a challenging 2025, according to a comprehensive new
market analysis released today. However, the report warns that a critical workforce shortage
requiring 266,000 additional workers could constrain the sector's ability to capitalise on
unprecedented infrastructure investment opportunities.

The report from the UK Construction Blog, which synthesises forecasts from leading industry
bodies including the Construction Products Association, CITB, and Glenigan, identifies
infrastructure as the primary growth driver, with output expected to increase by 3.9% to 4.4%.
The sector benefits from a £530 billion pipeline of public and private projects over the next
decade, spanning transport, energy, utilities, and defence.

After weathering elevated interest rates, regulatory pressures, and political uncertainty in 2025,
the construction industry is finally shifting into forward gear, the report states; The narrative for
2026 represents a fundamental shift from resilience to renewed opportunity

Key Findings
The analysis reveals significant sectoral variation in the 2026 outlook:

Infrastructure remains the industry anchor, with major projects including HS2, Lower Thames
Crossing, and energy sector upgrades driving sustained demand. Ofwat's approval of £104
billion in water company expenditure through 2030, combined with planning reforms that could
unlock £2 billion in onshore wind investment, provides strong visibility for civil engineering and
utilities work.

Private housing shows signs of recovery with anticipated 4% growth as mortgage rates decline
and consumer confidence stabilises. However, the government's target of 1.5 million new homes
by 2029 faces significant delivery challenges, with surveys indicating that 62% of planners believe
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securing permission has become more difficult.

Industrial and logistics construction is forecast to grow 2-3%, driven by warehousing demand,
manufacturing upgrades, and energy transition projects. Commercial office development
continues its ascent through adaptive reuse strategies and sustainability-focused refurbishment
rather than new builds.

Repair, maintenance and improvement (RM&l) has emerged as a critical pillar, representing 44%
of total output in 2024. Retrofitting demand for energy efficiency creates substantial
opportunities, with the UK Green Building Council estimating that meeting climate goals requires
a workforce of 500,000.

Workforce Crisis Poses Critical Constraint

The report identifies workforce shortage as the single greatest threat to the industry's growth
trajectory. With 35% of construction workers over 50 and only 19-20% under 30, demographic
pressures are intensifying. Total employment has declined 10.8% since the pandemic, and over
one-third of workers will retire by 2036.

Critical gaps exist across multiple specialisms including infrastructure project managers, civil
engineers with major projects experience, electrical engineers specialising in renewable systems,
and specialist trades. The missing middle of mid-level experienced workers is shrinking, creating
fierce competition among firms.

Brexit and COVID-19 have compounded the crisis. EU construction workers in London dropped
from 42% to 8% between 2018 and 2021, while disrupted training programmes mean only 42%
of employers provided workforce training in 2021, down from 67% pre-pandemic. Moreover,
fewer than 50% of apprentices complete their training programmes.

The industry requires approximately 266,000 additional workers by 2026 to meet current
demand, the report emphasises. Without coordinated action from industry, government, and
education providers, labour shortages will throttle growth despite unprecedented project
pipelines.

Cost Pressures and Regulatory Changes

The Autumn Budget has introduced significant cost pressures through increased minimum wage
requirements and higher National Insurance contributions, adding to already tight margins.
Labour costs remain the main inflation driver on many projects, though material pricing is
stabilising with selective pressure on specialist products.

Regulatory complexity is increasing with the Building Safety Levy arriving in autumn 2026,
extension of Biodiversity Net Gain requirements to major infrastructure in May, and ongoing
implementation of Building Safety Act and Renter's Rights Act provisions.



Industry Transformation Accelerating

The report highlights three transformative trends reshaping the sector:

Sustainability has moved from aspiration to requirement, with clients, regulators, and investors
demanding carbon reduction and circular economy principles. Adaptive reuse of existing
buildings is increasingly preferred over demolition and rebuild.

Modern Methods of Construction (MMC) are transitioning from experimental to mainstream,
offering reduced reliance on on-site labour, improved quality control, and shortened delivery
timelines in a constrained market.

Digital transformation is accelerating, with Building Information Modelling (BIM) becoming
standard practice alongside digital project management platforms, automation, and data
analytics creating demand for new technical skills while improving productivity.

Strategic Implications

The report recommends that construction firms prioritise workforce development through
training and apprenticeships, embrace technology and MMC capabilities, and position
themselves as sustainability leaders. Investors should focus on infrastructure, industrial and
logistics, and RM&I opportunities while factoring labour availability and regulatory complexity
into feasibility assessments.

For policymakers, the analysis emphasises the need to expand apprenticeship programmes and
homebuilding skills hubs, accelerate planning reform implementation, and balance long-term
skills development with short-term workforce needs through targeted migration policies.

The UK construction sector stands at a pivotal moment, the report concludes. Firms that
combine workforce investment, technological adoption, sustainability leadership, and
operational discipline will thrive in this evolving landscape. For the UK economy as a whole, the
construction sector's recovery in 2026 will be an important contributor to broader economic
growth and prosperity.

Risk Factors

The analysis identifies several factors that could dampen growth, including slower-than-expected
interest rate cuts, broader economic weakness, geopolitical uncertainty affecting supply chains,
and intensifying workforce constraints beyond current projections.

About the Report

The comprehensive analysis synthesises forecasts and data from authoritative industry sources.
The report incorporates data current as of January 2026.
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