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RYANAIR
FACES INTO
THE PROBLEMS
OF ITS OWN
PHENOMENAL
SUCCESS
Michael O’Leary insists he faces a temporary problem over pilot leave, but others see it as a major systemic challenge, writes Fearghal O’Connor

‘N

EXT
slide,”
spat
Michael
O’Leary
at the
Ryanair
staff
member
unfortunate enough to have been tasked with
operating his Powerpoint presentation at
the airline’s AGM last Thursday. O’Leary
was venomously rattling through a list
of the airline’s achievements over the
past year, firing out facts and figures
like bullets.
Europe’s favourite airline. Lowest cost.
Lowest fares. 10pc growth. 131 million
passengers in 2017. 87 bases. 200 airports.
“Next slide.”
Number one on time. 240 aircraft
on order. Always Getting Better. One
billion passengers carried. €41 average
fare. Down 13pc.
“Next.” Profit to grow 6pc. “Next.”
But, as the slides rolled by, so too
did the uncharacteristic apologies for
the dreadful mess that the airline now
finds itself in. Little wonder, then, that
there was a flash of wistfulness as he
brought the AGM at the airline’s Swords,
Co Dublin headquarters to a close with
a final apology to shareholders: “This
should have been a day of celebration.”

A ONCE-OFF MESS?

There are two plausible views of Ryanair’s difficulties. The first is the one
put forward by O’Leary himself: it is a
“significant management failure in our
rostering department” which created a
temporary choke point on crews. The big
error, under this analysis, was the miscommunication of cancellations needed.
A change to a calendar year for
annual-leave purposes (meaning this
year’s annual-leave allocation had to
be taken in just nine months), a spike
in the number of pilots quitting to take
up long-haul jobs at Norwegian, coupled
with ATC delays and weather disruption
have all combined, meaning Ryanair
does not have enough pilots to cover all
its flights for the next six weeks.
This problem, O’Leary has insisted,
would be quickly fixed by cancelling
“less than 2pc” of flights over the period.
“It was the right operational decision,
but when we announced it last Friday, we
only communicated with those passengers whose flights would be disrupted
on Saturday, Sunday, Monday, Tuesday
and Wednesday,” he told the AGM.
The airline, he said, had not thought
about the other 18 million booked passengers who would be worried at the
knowledge that their flight over the next
six weeks could also be cancelled.
“For that, I apologise. We mismanaged the rostering function and we
mismanaged the communication of this
issue to our customers,” said O’Leary.
The airline was moving to take back
one week of the four weeks of allocated
leave that pilots had agreed to take this
autumn and this, he said, would fix
the problem. A few disgruntled pilots,
encouraged by unions and “excitable
media”, would take the temporary opportunity to kick up but, in the main,
Ryanair pilots were happy with their lot.
That, at least, is Ryanair’s theory.

AN ALTERNATE VIEW

But, of course, there is another version of
events. A number of well-placed senior
industry and company sources spoken
to by this newspaper believe that the
chaos over rostering is symptomatic of

an airline that, for now, has bitten off
more than it can chew operationally.
They argue that the pace of growth
and the added complexity in Ryanair’s
model, as it has necessarily become
more customer-focused, has brought it
to a point where the operational side of
the business is struggling to keep pace.
Indeed, for a number of years, Ryanair
was growing substantially faster than
its own predictions. When asked by this
newspaper, O’Leary rejected the notion
that the firm could no longer deal with
its own phenomenal growth.
But an analysis of its own predictions
for capacity growth suggest that Ryanair
will be under huge pressure to hire pilots
to fill new aircraft in the coming years. It
says that aircraft numbers will rise from
400 today to 520 in 2024, effectively a
4pc increase in aircraft capacity each
year until then. But up to 5pc of the airline’s pilots leave each year, so to replace
these staff and to crew the new aircraft,
Ryanair will need to hire more than
3,300 pilots between now and 2024 — or
close to 500 pilots every year. O’Leary
has pledged that the airline will hire 600
pilots between now and next May, but
that in itself is likely to be a challenge.
Industry sources also argue that
the crisis over staffing has opened up
an opportunity for a long-disgruntled
workforce to finally get the upper
hand, and the consequences of a messy
industrial relations war in a company
with no history of trade-union-style
industrial-relations management could
be hugely disruptive, particularly for a
management team not practised in the
art of diplomacy with its own staff.
“It is important for Ryanair that this
issue is portrayed as a once-off, but that
does not make sense,” said one expert
with experience of rostering and flight
planning. It looks to me like there is a
systemic flaw in the model as it grows
and grows. The focus has always been
on the ability to steadily introduce new
aircraft to match growth, but capacity
is not just about the number of planes.
You need the crew to fly these planes.”
This version of the current issue is
one which O’Leary and some other analysts are quick to dismiss. But an analysis
of the figures available suggests that the
airline does indeed face significant difficulties. Reports last week suggested that
700 pilots have left the business since
January, something Ryanair has denied,
saying its pilot turnover remains below
5pc. But sources in the company continue to insist that this year, 140 pilots
have gone to Norwegian, with similar
numbers also going to EasyJet, BA, or
carriers in the Middle East and China.
Ryanair’s success at spreading out
its summer peak beyond June, July and
August is also making the problem more
difficult. It now carries more than 11
million passengers in each of April, May,
September and October, the very time
it asks pilots to take 30 days of annual
leave. The other 10 days of leave also
must be taken. The airline is now having
to reallocate leave, meaning that pilots
will have to take some of this year’s leave
next year. One source with experience of
rostering suggests that “this will merely
kick the problem down the road”.

TRAINING BACKLOGS

Solving the issue will not be easy over the
winter, not least because the low season
is now short — with December seeing
some of the busiest weeks of the year.
Indeed, the rostering crisis is itself
getting in the way of a solution. The
airline has 100 new pilots at the end of
their training. But to complete it and

join the Ryanair roster, they must sit in
with a training captain and complete six
touchdowns. The problem is the roster
is so tight that there has been no room
to fit in these training runs.
Generally, people with ambitions to
become a pilot with Ryanair will pay
about €100,000 for their own 18-month
training course at a private flight school.
They will then pay a further €30,000 to
Ryanair, who will train them for a Boeing 737 rating. There is speculation that
such is the seriousness of the rostering
issue, Ryanair is now willing to forgo this
€30,000 fee, this newspaper understands.
The airline has moved to put in
place an immediate fix to the issue by
increasing its crewing ratio from 5.2
(meaning five crews with a first officer
and a captain) to 5.5 per aircraft, to allow
for greater contingency in the event of
illness and delays that put crew out of
their flying hours.
But this in itself illustrates just how
tight things are at Ryanair, with the
number of reserve pilots falling from
150 to as low as 30.
With 5.2 crews allocated to each of the
airline’s 400 aircraft, that means it needs
2,080 captains and 2,080 first officers,
more or less exactly what it currently
has. But, of course, that does not allow
for the fact that the airline promised
crew that they could take three quarters
of their holidays as a block this autumn,
meaning 500 of them are off every day
over the next two months. That, of
course, explains the cancellations but,
if anything, the situation is only likely
to get worse in the short term as the
crew ratio is upped to 5.5, according to
aviation industry sources.
“5.5 captains and first officers per
aircraft will take the pressure off long
term,” said one well-placed company
source. But, said the source, this would
be impossible to achieve without improved crew retention and recruitment,
and training capacity is at its limits.
“All our flight simulators are full 20
hours a day just to keep up,” said the
source, who added that there was a lack
of backroom staff and that the rostering
department and crew control in particular was massively under-resourced,
with just two or three crew controllers
on shift for the entire airline.
“The cabin crew, pilots and office
staff all do a fantastic job given the
circumstances. It’s the management
that messed up. We used to be the new
kid on the block that everybody started
copying. It was two fingers up to BA
and Aer Lingus, etc, but management
has turned a big problem into a PR and
reputational disaster.”

LOOKING TO THE FUTURE

So, where to now for the airline? There
is, of course, a much wider context to all
of this. German aviation expert Heinrich
Grossbongardt believes the sector in
Europe is in the midst of a major restructuring, brought on by the failure of
both Air Berlin and Alitalia. Ryanair has
expressed interest in at least picking up
some the routes to be vacated.
“That drives change right across the
wider industry. I do not believe Ryanair are really interested in Air Berlin,
because it would not fit with their fleet
profile or with their cost structure. It
is the old game of O’Leary presenting
himself as the underdog who fights
the European establishment. This is all
about Ryanair’s branding.”
In Germany, there have already
been reports in Handelsblatt and other
newspapers, citing other named aviation
experts, that the Ryanair cancellations

are being used by the Irish airline to free
up crew capacity so that it is in a position
to take over Air Berlin routes should the
opportunity arise over the coming weeks.
Grossbongardt dismisses the theory, but
says it highlights the Europe-wide impact
the difficulties are having on Ryanair.
“In terms of the money it is costing
and the damage to Ryanair’s customer
loyalty, it makes no sense that they would
do this to pick up maybe eight or nine
slots at German airports. It would have
been easier to bid directly for Air Berlin.”
He believes that Ryanair simply
messed up its scheduling and that it
could well be a case that the airline’s
growth has outstripped its own operation’s ability to keep pace.
“The rules governing crew and flight
hours in Europe are so complex that it is
like playing 4D chess, and so it is easy to
mess them up. You may have used up all
of the flexibility available to you under
the crew duty rules and they could really
be at the limit of that,” he said.
Another Irish aviation industry expert
agrees: “This is a fuck-up by the management of the pilot side of the business.
They have been well advised about this

for a long period and have been repeatedly told about it. My suspicion is that
they have been running it very tight and
thought they would get the transition
through by just flexing it here and there,
but they have got themselves caught.”
But he also strongly believes that the
current issues are only temporary.
“The big thing I would take out of this
is that the gloves are off with Norwegian.
Whatever about the tit for tat that goes
on normally between airlines, I think
the fact that these guys opened a base
in Dublin and directly began to take
Ryanair pilots and caused this amount of
mayhem… they are making a nightmare
for themselves.”
When Easyjet and Wizz Air previously
encroached on Ryanair’s Irish patch,
“they were bombed out of it in terms of
competition”.
“If Norwegian — which needs to
control costs and shore up its balance
sheet to weather fierce competition —
for one reason or another fails over the
next 12 months or two years, the prize is
enormous, because first of all, you have
a whole load of airports that will need
an airline to fill in the gaps. Who do you

think that would be? And you would
have all the pilots having to crawl back
on their knees looking for jobs. So I think
Norwegian has woken up something that
it may regret over time. If that happened,
Ryanair’s share price would probably go
up 10pc straight away and with another
competitor in the European market gone,
it would be free to deploy aircraft left,
right and centre.”
But another senior Irish aviation
source said he believed that while Ryanair would recover and go on to surpass
its 200 million passenger target, the
current debacle illustrated stresses and
strains that needed serious attention.
“It is a highly optimised business model, so when one thing starts to misfire,
then the whole thing starts to slow down
very quickly,” said the source.
An evolving business has to manage
the risk that resources will not come
online quickly enough to meet growth,
he said.
“Ryanair’s margins of contingency
were obviously inadequate. I would imagine they are now looking back saying,
‘Jesus, we should have done something
about this six weeks ago’.”
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A building sense
of concern for
Ireland as
Carillion
collapses
Despite the remarkable recovery of the Irish construction sector which has seen a profusion of cranes on the Dublin skyline, the industry faces growing unease over current business models following the British firm’s demise

The construction group’s collapse raises fundamental concerns for the sector that Irish building companies must heed, writes Fearghal O’Connor

S

OMETIMES England’s difficulty is Ireland’s difficulty
too. History suggests that the
collapse of a major British
construction firm should, at
the very least, give industry
executives in Ireland — growing giddier with every new
crane in the Dublin skyline
— some pause for thought.
Irish contractors have staged a remarkable
recovery, but there are some warning signs in
the implosion of Carillion. While major Irish
contractors have returned to rude good health as
the economy has taken off, well-informed sources
point to some similar challenges to those faced by
Carillion. But to see how troubling tidings from
across the Irish Sea are easily ignored, recall the
mood of detachment in Ireland in September
2007 following the run on Northern Rock, the
first on a British bank in 150 years.
“The nature of what happened at Northern
Rock, given its business model, is unique,” said
one Irish analyst. “I’m sick to death of people
writing off the Irish economy and next year could
easily see the Celtic Tiger roaring more loudly
than many pessimists think,” said another. Fifteen
months later Finance Minister Brian Lenihan was
ushering in the extraordinary bank guarantee.
Northern Rock had been the canary in the
coalmine that most people ignored: some construction analysts believe that Carillion also
provides a similarly well-timed warning shot.

lessons are learned from what we have seen in
the UK,” he said. Farmer’s assessment of the UK
construction sector will bring little comfort to
those in the sector here: Carillion is evidence
of fundamental systemic problems in the UK,
he said.
“To see a business with a £5bn turnover fail
because it ran out of money within eight months
of its first profit warning is alarming. It shines a
light on one particular area of weakness in the
model — the fact that tier one contractors effectively subcontract out so much of the physical
construction work on their projects.”
Under this model, tier one contractors tender
for huge projects but subcontract out up to 80pc
of the work. Subcontractors in turn use labour
agents to hire workers and at every stage a margin
is added to the price, challenging the model’s
efficiency. Carillion took this model to extremes,
but it is a standard practice, developed over the
last 40 years as a way for big contractors to defend
against an increasingly cyclical market.
“The major advantage is avoiding big overheads in a downturn. The burden of cyclicality is
passed down the supply chain as subcontractors
actually employ many of the workers on their
own payroll, thus bearing the risk. The model can
work when you have a very well-run business,
pricing in the right margin. But, done poorly and
used to create cash flow through large turnover
as a smokescreen for a fundamentally unprofitable business, it is like a Ponzi scheme,” he said.

THE RECOVERY POSITION

Farmer believes that the model creates a false
sense of scale for some tier one companies.
“Carillion has proven that using other people’s
money to fund cash flow for projects is a very
fragile model. And the most worrying thing is
that this is not just a Carillion issue. It is a generic
issue that most of Carillion’s peer group utilise,
including some of the big Irish contractors.”
The Irish construction industry needs to look
at the implications of Carillion, said Farmer.
He does point out that Carillion faced a range
of very specific issues of its own, for example a

But first, the good news. The last number of years
have been remarkably positive for Ireland’s building industry as it has grown and modernised.
A report from global infrastructure experts
Aecom last week said that the sector’s output
value grew by 18pc in 2017, with a further 14pc
growth to €19.5bn expected in 2018.
A DKM report previously showed that the
industry has hired 60,000 people since 2013
and may hire another 100,000 to fulfil growth
potential. And there is plenty of potential: at full
capacity construction should account for 12pc of
GDP but currently accounts for just 7.5pc.
A new 10-year national investment plan may
help to bridge that gap and fuel further expansion. But as Carillion management found out in
recent months, rapid expansion brings its own
serious challenges and the period after a recession is as dangerous as the one before.

MODERNISE OR DIE

The collapse of Carillion — the biggest of the
so-called tier one contractors that dominate the
industry in Ireland and the UK — was not a huge
shock to everyone. Last year, industry expert and
Cast Consultancy CEO Mark Farmer produced
a detailed report for the British government
entitled Modernise or Die.
“That report appears to be particularly
prescient this week which is sad,” he told this
newspaper. “I was putting down a challenge to
the construction industry, but you never want to
see the scenario we had this week with Carillion.”
Carillion’s failure at the peak of a construction boom in the UK illustrates the issues: “In a
downward market, the model puts pressure on
the supply chain. The tier one contractor fixes
a price for a job and the costs of delivering on
that contract may actually reduce in a downward
cycle as subcontractors compete for work. That
is not necessarily the case in an upward market.”
Farmer says the model is also prevalent in
Ireland, but this country lags the UK by about
two to three years in the overall cycle. “You are
coming out of a deep downturn into growth. You
have to build more homes, more infrastructure,
more commercial and it’s really important for
Ireland and the Irish construction sector that

BRINGING IT ALL BACK HOME

CAR ILLIO N:
BY TH E NUMB E RS
43,000
Employees

£4.4bn

Global sales in 2016

£267m
Earnings

£469m

Cash on its balance sheet
in 2016

£1.3bn

Estimated enterprise
value in 2016

£40m

Estimated amount
owed to Carillion by
UK government when
the company went
into liquidation

£900m

Carillion’s debt

30,000

Number of small firms
owed money

problematic pension fund. Nevertheless, some
issues highlighted in Carillion’s accounts in recent days are reflected in those of other major
construction companies, including in Ireland.
For example, the growth of short-term debt as
a proportion of turnover owed to and owed by
Carillion to others in the construction industry
illustrates the stresses and strains of the subcontracting model. An analysis of the most recent
accounts of major Irish contractors suggests a
similar rise in short-term debt.
Turnover has risen substantially at Irish contractors. For example, group turnover at John
Paul rose from €160.8m in 2015 to €268.2m in
2016, while profit before tax went from €1.7m
to €5.6m, according to its most recent set of
financial accounts. Nevertheless, despite this
increased profitability, amounts owed within a
year to John Paul’s own trade creditors such as
subcontractors grew from €30.9m or 19.2pc of
turnover in 2015 to €70.4m or 26.2pc of turnover
in 2016. Likewise, the company’s own debtors
within the construction industry owed it €20.9m
— or 13pc of turnover — within one year in 2015
and that more than doubled to €48.2m (18pc of
turnover) in 2016.
Mullingar-based Bennett Construction also
saw a big jump in turnover, up 36pc to €131.2m
in 2016. But it too saw the proportion of debt
owed within one year to trade creditors rise in
2016 to €56.4m — 43pc of turnover — compared
to €29.1m or 30pc of turnover in 2015.
John Sisk’s balance sheet showed only a small
amount of such debt. But in 2015 its parent
company Sicon was owed €149m on contracts,
or 13.6pc as a proportion of turnover, and this
rose to €181m, or 16.5pc, in 2016.
Money owed to BAM within one year for contract work rose to €69.6m in 2016 from €55.4m.
As a proportion of turnover, unpaid contract
work due within a year went from 14.4pc in 2015
to 19.3pc last year, despite a 6.7pc fall in turnover.
BAM’s own trade creditors were awaiting more
short-term debt in 2016 (€96m or 26.6pc of turnover) compared to €84m or 21.8pc of turnover in
2015. BAM — which is a subsidiary of a massive
Dutch company and which has won numerous
major contracts here including the Children’s
hospital and the Boland’s Mill project — states
in its most recent accounts that a key risk to its
business is its “ability to properly evaluate the
cost of projects at tender stage, the control and
recording of these costs during construction
and our ability to recover these costs under the
prescribed payment terms of our contracts”.
These metrics do not suggest a Carillion-style
meltdown for any of these companies, but they
do illustrate the dynamics of the subcontracting
model, although legislation has been introduced
here to strengthen protection for Irish subcontractors. Another trend that appears in the
accounts is the rising cost of labour. At John
Paul, for example, the average wage at the
company rose 6pc between 2015 and
2016. Average wages at Bennett in
2016 were €77,130, up 15pc on 2015,
while at BAM average wage rose
4.8pc to €77,218. At Sicon, average
wages actually fell slightly from
€80,199 in 2015 to €77,893 in
2016 but compensation to
key senior management and
directors rose from €1.8m in
2015 to €2.8m in 2016. These
wage rises do not take into
account a 10pc wage rise
across the board for tradespeople due to a Sectoral Employment
Order instigated in October.
This newspaper contacted
major Irish firms for comment.
A spokesman for John Sisk & Son
said that the company’s initial

assessment of the Carillion situation was that
“there is no direct adverse impact on Sisk”.
“We are liaising with our common subcontractors and material providers in the UK on a
daily basis to understand the challenges they face
and we will help them wherever we can. Clearly
the issues with Carillion have been well-documented and the construction industry needs to
take heed and learn those lessons. It is a really
difficult time for the people working there and
it certainly creates challenges for some major
projects in the UK,” he said.
Sisk has very robust risk-management processes for pre- and post-construction which
“ensure we manage our costs and bidding process
very closely to ensure we can deliver sustainable
returns on our projects,” he added.

A LACK OF SOPHISTICATION

Construction companies may need to examine
their business model, but industry observers
believe that their biggest customer — the public
sector — also must change its ways. One industry
expert insisted the public sector has “a lack of
sophistication” in how it deals with contracts.
“Public sector bodies invariably go for the
lowest price tender and that just encourages
contractors to pitch low,” he said.
This, according to Orla Hegarty, assistant professor at UCD’s School of Architecture, Planning
and Environmental Policy, is a major problem
for the industry and for anyone who bemoans
the poor delivery of critical public infrastructure.
She cites the example of then Minister Alan
Kelly’s announcement in October 2015 of a plan
to build 1,500 social housing units at six different sites in five different local authority areas
through a public private partnership (PPP). Twoand-a-half years later, the contract for the first
batch of 500 units — valued at €100m — is still
under negotiation with a short list of contractors.
It smacks of a Carillion-style approach to the
delivery of vital social infrastructure.
“In terms of procurement, this is the slowest
and most expensive way to build housing,” said
Hegarty. “The bigger the contracts the longer they
take. These sites could have been left as smaller
lots and tendered amongst local SME builders.
“By doing that they may have got better prices.
Competition between SME contractors is an incentive to build well and establish a reputation
for future contracts from the local authority
down the line. The construction of these 500
houses could have happened within months of
the announcement in 2015 and the houses could
have been built and occupied last year.”
But, says Hegarty, whatever major contractor
ultimately wins the big PPP contract will bring
management expertise and finance, but often
subcontract the job out to the same SME builders
and their subcontractors who could have bid for
the work directly in smaller lots.
“In large outsourced contracts, the government department or agency may have little
if any control over who those subcontractors
are and weighing up their record on safety, or
employment practices, or construction quality.
When control of the supply chain is outsourced
it is often entirely driven by price.”
The British government is facing massive
problems because it had so many of these types
of contracts with Carillion. Similar contracts are
used here too. Currently, according to figures
compiled by industry analysts Linesight, the
Government has more than €1.2bn worth of PPP
contracts at various stages across sectors, including education, student accommodation, transport and social housing. A number of these, for
example the social housing, the Grangegorman
DIT campus and a DAA-backed hotel at Dublin
airport, have faced delays of one sort or another.
“Effectively, with these types of PPP contracts,
you pay a premium for deferring payment and

extending out the contracts for many years.
“The social housing bundles include maintenance for 25 years. Ultimately it means you
outsource decision-making and have less direct
control over quality and specifications.”
There was an inevitability around the collapse
of the type of model that Carillion was operating,
argues Hegarty. The business had been failing
for some time.
“PPPs were established here on engineering
contracts: on a roads contract there are fewer
things to go wrong, it is easier to assess future
costs, they are lower risk.
“But buildings like schools, hospitals and
housing are far more complex, construction risks
and future costs are difficult to price. So bidders
walk the line between risking their business if
their estimates are inadequate or charging a
premium to cover all eventualities. There is no
in-between.”
The complexity of construction contracts
and their long-term nature brings a significant
amount of risk. Some risks are better retained
and managed, allowing contractors to bid more
competitively and with greater certainty about
what is included. But, said Hegarty, what the
Carillion experience shows is that risk is never
really outsourced because ultimately it can fall
back on the taxpayer. Contracts need to be monitored closely, she said.
The principal driver of PPP is to bring in private finance in order to remove capital spending
from the government balance sheet, despite the
fact that contractors must pay much higher rates
for funding in the markets than the government.
“The rising market is putting pressure on
construction contracts because projects that are
on site now were priced when labour and skills
were more readily available. This is starting to
bite and it’s a test of a Department of Finance
strategy introduced 10 years ago to change the
nature of construction contracts in the public
sector. These contracts prioritise cost certainty
over value and put more risk out on to the contractor instead of the government body carrying
the risk,” said Hegarty.
That, she said, leaves it to contractors to work
out, for example, whether there will be delays
on a job, or if there might be rock underground
or if a grid connection might be delayed or any
number of other things that can unexpectedly
add cost to a construction projection and it leaves
it to them to price in that risk.
“When the market collapsed in 2009, contractors started to take a gamble and stopped
including allowances because they wanted to put
in the lowest possible price so that they would
get the job. I believe that we are now seeing that
issue play out as the market improves,” said Hegarty. “Some contractors who tendered for jobs
a couple of years ago at very low rates are now
finding it very hard to deliver and very hard to
get subcontractors and suppliers at those rates.
They have made commitments on contracts that
may now be below cost and they are probably
finding it quite painful. Some of that is down to
the market rising but some of it is down to the
way construction contracts were changed.
“Client bodies have to realise what is realistic.
If a contractor is doing something that is below
cost, all that happens is that inevitably materials
may be substituted or corners may be cut.
“It is therefore in everyone’s interest to actively
manage procurement with a much longer-term
focus on the building rather than the build: this
means managing better in-house by supporting
the people in the agencies who are best placed
to manage risk and prioritise good quality and
value for money.”
Applying such principles of longer-term sustainability to the newly rebuilt edifice of the Irish
construction sector is likely to prove crucial to
the entire economy in the years to come.
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Paddy Power boss hoping for Cheltenham ‘winner’

Fears grow that Eir’s
new owner plans to
cut up to 1,000 staff
Unions to meet with company’s top bosses to discuss staff concerns

Fearghal O’Connor
Deputy Business Editor

THE new French owner of
telecoms company Eir may
axe up to 1,000 jobs — a third
of its workforce — when they
take control, the Sunday Independent understands.
A number of sources believe that savage cuts over
the next year form part of a
business plan drawn up by the
new owner. An Eir spokesman
declined to comment.
Union bosses are set to
meet with new CEO designate Carolan Lennon later
this week to discuss staff
concerns, according to trade
union sources.
Iliad — owned by French
telecoms billionaire Xavier

The annual Cheltenham horse-racing extravaganza starts on Tuesday and Paddy Power Betfair boss Peter Jackson is
“keeping his fingers and toes crossed” for favourable results. The bookmaker is eyeing the acquisition of further stores but
Jackson said it is flexible if more and more punters move away from in-store betting towards digital. See page 4

Smurfit ‘sad’ at bid and won’t sell shares
Ronald Quinlan and
Fearghal O’Connor
MICHAEL Smurfit would be
“very sad” to see the family
company he built into a global
giant over decades disappear
should International Paper’s
(IP) hostile takeover attempt
for Smurfit Kappa succeed.
Smurfit, whose son Tony
is CEO of Smurfit Kappa, told
the Sunday Independent he
would not sell his own shares
for the €36.46 per share bid
by the US giant that was rejected by the Irish company.
Asked for his view on the

bid, he said: “Obviously it
would be very sad to see the
family company disappear in
its entirety. That’s what this
would do if it was a successful
takeover. I would be sad about
that. But in saying that, you’re
a public company, and that’s
one of the risks you have [to
deal with] in being a public
company, that you’re at the
mercy of the market.
“I’ve been taking companies over all my life. I’m not
surprised that IP decided to
have a swing at us because we
have been undervalued. The
company’s been growing at

a tremendous pace, and that
looks likely to continue for
the next few years. It’s a very
opportunistic bid and they’re
just trying to take advantage
of the future as the board set
it out in the medium-term
plan,” he said.
Asked if he believed IP
would ultimately prevail in
its bid, he said: “It’s a very
low price. Smurfit shares are
now trading at more or less
the same price as the market
gives to DS Smith without any
premium. It’s undervalued
by about 15pc by the market.
So no, the Smurfit board will

reject it out of hand.”
Asked if he had been
in contact with his son in
relation to the IP effort to
acquire the company that
was rejected out of hand last
week, Smurfit said: “He’s
his own man. I’m out of the
company over 10 years now.
That’s a pretty long time.
It’s a fast-moving industry.
Things have changed. New
regulations are in, all sorts
of different things. But I certainly wouldn’t be selling my
shares at such a low price.”

› See Focus, page 5

Brexit threatens insurance Cairn Homes plans to
competition — AA chief offload non-core sites
Samantha McCaughren
COMPETITION in the insurance market is likely to
shrink due to Brexit, the
AA Ireland chief executive
Brendan Nevin has warned.
Nevin said new British
insurers would be unlikely to
enter the Irish market after
the UK exits the EU.
“Heretofore you would
frequently find UK insurers
entering the Irish market on
a periodic basis,” he told the
Sunday Independent.
“I am guessing that will
become more difficult because what they may well
find is that while they are
happy to deal with insurance
intermediaries in Ireland,
whether they are willing to
set up a fully-loaded sub-

sidiary in Ireland might be
another matter.”
“There is a potential risk
to future competition in the
market if we see that it stops
market entrants coming in.”
This week the AA will
highlight ongoing structural
issues which it believes cause
high car insurance premiums
in Ireland and will call on the
Government to act on recommendations made in a report
2015. “The implementation
of it has run into the sand a
bit,” said Nevin.
“What’s really happened
is that pretty high premiums
have become normalised.”
He said the average premium was €600 in 2015 and
is now close to €800.

› See interview page 6

Gavin McLoughlin
LISTED housebuilder Cairn
Homes plans to sell non-core
portions of its landbank this
year, according to chief executive Michael Stanley.
Stanley said the company
would seek to offload smaller
sites with space for 40-60
units, preferring to build on
larger tracts.
He said it had disposed
of sites worth about €16m
in 2017.
“Our plan is to build on
every one we own, with the
exception of some non-core
sites,” Stanley said, adding
that the company expects
that building on land outside
the capital will not commence until 2019 or 2020.
Outside Dublin, the company

has sites in Cork, Wicklow,
Galway and Kilkenny.
Last week the company posted results which
showed revenue grew to
almost €150m last year, from
€41m the year before. Next
year it expects revenue to
top €350m. “The Greater
Dublin Area needs at least
20,000 new homes per annum for the next 10 years and
2017 supply was 4,000 new
homes,” Stanley said.
Cairn said it had received
“a number of enquiries in
recent months from international institutional investors and private rental
sector operators seeking to
forward-purchase a number
of our current and future
high-density apartment developments.”

Niel — is finalising its acquisition of the former state
company from a collection
of international funds and
financial institutions.
Staff fears have been further stoked by controversy over a French television
report into Iliad’s human
resources practices at its call
centres in that country.
That report claimed Iliad
had reduced headcount by up
to 60pc at a call centre, relying heavily on non-standard
methods such as dismissal
for disciplinary reasons. The
company has consistently
denied the report.
One trade union source
said Eir had just finished its
latest round of cuts, and he
questioned how the business

would function if the type
of cuts now suggested were
undertaken. Staff numbers at
the company have fallen from
a peak of 13,000 to just 3,000
now. Iliad is in the process
of gaining approvals from
various regulatory bodies for
its €770m takeover of Eir and
has just won approval from
the European Commission
for the move.
Unions at Eir have already
raised major concerns with
management over the fact
that the company is not taking on apprentice engineers
to replace the very large number of engineers that are due
to retire this year and in
subsequent years.
In January, Eir pulled out
of the National Broadband

Plan — and it is understood
that the new French owners
are preparing to further focus
the business on urban rather
than rural parts of Ireland.
Concern over big job cuts
comes as a small number of
top Eir executives, including
former CEO Richard Moat,
prepare to share a windfall of
up to €200m, triggered by the
sale to Niel’s company.
Eugene Quinn of trade
union Forsa said it had lodged
a claim for an equivalent
payout for ordinary staff, but
that the company had not
responded to this claim.
He said trade unions were
“always prepared to look at
business plans in a reasonable manner but any leaving
would have to be voluntary”.

