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Reporter:  Alistair Jackson 

Editor:  Gail Champion 

 

ACTUALITY AT CONSTRUCTION SITE 

 

WOMAN: We drive past it every day and we just see the same 

building, there’s no people around and all the equipment just abandoned there on the floor, 

and yeah … 

 

JACKSON: Are people round here angry about looking at that 

every day and seeing it not being finished? 

 

WOMAN: Yes, definitely. 

 

JACKSON: In this part of Birmingham, the reputation of Britain’s 

construction industry is on the floor.  For three years, people here watched the new  

£350 million super hospital taking shape, but now the cranes are standing idle and the site is 

locked up.  There’s been no work going on here ever since the main contractor, Carillion, 

went bust at the start of the year.  The community has been left wondering if their new 

hospital will ever be finished.  
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WOMAN 2: I was quite devastated because I was looking forward 

to it being open in 2018.  But by the looks of it, it’s not even going to be open by 2022.  I’ll 

be very surprised.  I think it’s been managed disgustingly really, to tell you the truth.  You 

have a look at it every morning and it’s still there, you can see it from my back garden and 

it’s still there. 

 

WOMAN 3: People feel very disappointed, because a lot of money 

has been spent into the hospital and obviously because, is it Callirion …..? 

 

JACKSON: Carillion. 

 

WOMAN 3:  Carillion, yeah.  Obviously because of them gone bust 

and there’s no work going on in the hospital, so people are, the mood’s quite down in this 

area. 

 

WOMAN 4: It’s just stopped.  Yeah, it was just like, we didn’t 

know what’s happening now.  We were like, wow, who’s going to give us the news about 

that, when it’s going to be built and when it’s going to complete, because we were excited at 

one time, maybe I can find a job near to my house, maybe near time. 

 

JACKSON: But you thought it would be finished? 

 

WOMAN 4: Oh, we were, we were thinking that it will be finished 

by last year, I think we were expecting it to be opened, but this is, this is now. 

 

JACKSON: Carillion’s shareholders had done rather better out of 

the company.  A £79 million dividend had been paid out before the collapse.  Huge bonuses 

had also been awarded to some directors.  So the part-built hospital that remains here doesn’t 

only stand as a monument to a spectacular business collapse, it also raises questions about 

how the whole construction industry does business.  

 

MUSIC 
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MAN 1: It is a disgrace that in a country that rates itself so 

highly for governance, that people can get away with this. 

 

MAN 2: I think the Carillion episode has highlighted the dirty 

underbelly of construction. 

 

WOMAN 5: They were more concerned with lining their own 

pockets rather than paying their suppliers on time. 

 

JACKSON: Carillion’s collapse sent shockwaves through the 

industry.  Six months on, they’re still being felt in places like this - a small industrial estate 

half an hour up the road from that Birmingham hospital site.  Based here is a plastering 

business - one of the 30,000 companies that made up Carillion’s supply chain.  The MD, 

Steve Paul, built it up from scratch.  Now in his fifties, he started out as a plasterer’s labourer.  

 

PAUL: Just started working for small builders and because we 

was doing a good job, got more work off small builders, and then it went from me and a 

labourer to another gang of plasterers to another gang of plasterers and then grew the 

company till last year to a £13 million turnover, and that’s how it all started really, being, just 

being self-employed and then growing it into a company, a limited company.   

 

JACKSON: And how long ago was that? 

 

PAUL: Thirty, thirty years ago.  At that particular time, we 

were, people were being encouraged to become self-employed, have their own little 

businesses and work in that way.  And I thought that, you know, this is an opportunity to 

make a good living for my family and look after people, and also the employees who work 

for me, give them the opportunity to have a good living.  

 

JACKSON: And what I’m seeing around me now is the HQ of 

where you’ve ended up. 

 

PAUL: Yeah that’s right, yeah. 
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JACKSON: What do you think when you look around the place? 

 

PAUL: Well, you’re sort of proud really. 

 

JACKSON: It is easy to understand that sense of pride.  His 

spacious main office seems a long way away from the building sites of the 80s he started out 

on.  From those humble beginnings, the business ended up employing 300 people.  He tells 

me these days the work normally comes from a large contractor.  It’s all very different to how 

it was when his company started.  And it was easier to get paid back then too.  

 

PAUL: I worked direct for Wolverhampton Council and I 

never had any issues with payments.  There was people there that you could go into the 

offices, you could talk to people, they would sort things out for you.  Now that contract from 

Wolverhampton Council is normally subbed through the likes of Carillion, the likes of the 

bigger companies have all took that work from us working direct for local authorities.  You 

go through this middle management team, and to try and speak to anybody there, they’re just 

faceless people. 

 

ACTUALITY GETTING INTO CAR, ENGINE STARTING 

 

JACKSON: Over the years these large construction companies have 

come to dominate the industry.  It’s fundamentally changed how the biggest projects are run.  

So I could see for myself what that means, Steve drove me to a nearby building site. 

You can see a bricklayer there, a guy putting up scaffolding, a plasterer, whatever.  How 

many of them would actually be working and employed directly by the big construction 

company? 

 

PAUL: None of them.  Now I would say every trade is 

subcontracted out.  The only people that would be on here would be a site manager and 

maybe an assistant, depending on the size of the job. 

 

JACKSON: They’re just managing the contracts …. 
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PAUL: They’re just managing the contracts.  Yeah, they, they 

just administer the contract really. 

 

JACKSON: When Carillion won the contract to build the Midland 

Metropolitan Hospital, it subcontracted Steve’s business to do some plastering work.  Taking 

on that job ended up turning into a nightmare. 

 

PAUL: The guys turned up one Monday morning to be told, 

sorry you’re locked out.  All our, all our machinery, all our plant, all our materials was locked 

behind the gates; we couldn’t get them back for weeks and weeks and weeks, some of it 

turned into months.  We were still paying hire for equipment or being charged hire for screed 

pumps that we had on the job; they were on there for some two months and they wouldn’t 

release them to us. 

 

JACKSON: Steve hadn’t yet been paid for £700 000 worth of work 

his business had already done for Carillion.  The minute it went bust, his own company was 

at risk.  He took the difficult decision to lay people off. 

  

PAUL: They need to pay their mortgages, they need to put 

food on the table and you feel a massive responsibility, and anybody who doesn’t, they’ve 

got to be lying.  It’s the pressure of and the stress of knowing you are responsible for all those 

people is immense. 

 

JACKSON: I mean, it’s been, what is it now?  Nearly getting on for 

six months or so.  Have you had to have conversations pretty much on a daily business, 

letting people go? 

 

PAUL: Well, you have to have conversations with people and 

explain to them that they’re going to lose their job, and it’s difficult when you’re saying to 

them, you’ve done nothing wrong, but unfortunately due to the situation we’re going to have 

to let you go. 

 

JACKSON: And are these people that you’ve had here for years, 

that they’ve been with you? 
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PAUL: Some had been with me for years, some have a couple 

of years, but you know, it’s a family business and it’s run like a family business and 

everybody gets on and we ... they’re not just employees, they’re friends as well. 

 

JACKSON: Around a hundred staff had to be let go.  Steve’s wife, 

Steph, who was sitting close by and supporting him during our interview, told me just how 

difficult things became for him. 

 

STEPH: He looked ill.  He couldn’t speak - after Christmas he 

couldn’t get out of bed.  He couldn’t talk to anybody without crying.  The kids, all our kids 

was round every single night, they were all worried to death.  I was worried to death.  I had to 

keep coming to work because Steve wasn’t able to, and to be honest with you, some days I 

just didn’t know what I might walk into when I got home. 

 

JACKSON: How do you get through having that worry and trying 

to run the business at that time? 

 

STEPH: It’s extremely difficult.  You’ve got to do it.  Well, like 

I say, Steve was just, he was just too unwell.  He just, like I say, he couldn’t talk to nobody 

without crying. 

 

JACKSON: At least as far as Steve’s concerned, do you think he’s 

in better shape now? 

 

STEPH: He’s in a better shape, but I think Steve is very, very 

fragile still; it’s still really raw.   

 

JACKSON: And who do you hold responsible for this difficult time 

you’ve had in your family? 

 

STEPH: The main contractors.  The contractors, yeah, because 

if they pay, if they paid what we were owed, we’d be able to pay everybody else and then 

everybody else would be paid, they’d be able to pay everybody else.  It’s that dominoes effect 

and once one person doesn’t pay you, it’s the impact that has, because you can’t pay 
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STEPH cont: everybody else.  And, like I say, it’s not that you 

haven’t done anything wrong, you’ve done the work - you want paying for that work. 

 

JACKSON: And do you think they have any idea of the toll it can 

take on people? 

 

STEPH: No, because I think, because they don’t physically see 

you as a person, you know what I mean, and you’re just a piece of paper that’s been handed 

with an invoice or a valuation. 

 

PAUL: I thought I was quite a strong character and I say I’ve 

been through some ups and downs in business, but this situation that’s happened over before 

Christmas and just after Christmas has broke me, absolutely broke me. 

 

MUSIC 

 

ACTUALITY ON CONSTRUCTION SITE 

 

JACKSON: Carillion went out of business owing £2 billion.  The 

subcontractors we’ve been speaking to say carrying out work in good faith, expecting to be 

paid later effectively means they are being asked to invest in the main contractor.  On a 

building site in South London, I’m meeting Zak Garner-Purkis from the industry paper, 

Construction News.  He’s been looking into whether the supply chain is being exploited by 

some big contractors. 

 

GARNER-PURKIS: There’s a couple of really kind of telling examples of 

stuff that was going on.  There was one subcontractor, who went and rented a crane for a 

larger contractor, a Tier 1 company, because the larger company couldn’t get any credit, so 

they did it as a favour.  When it came to giving the payment that they were due, not even for 

the crane, they squeezed them as much as possible and they were kind of turning round and 

saying, look, morally, you know, we helped you guys out and now you’re, you know, turning 

the screw on us.  That was one particularly emotive example.  Another one was a guy who 

got in touch with us, who it was just common practice for him to pay staff’s wages through 

his personal credit card. 
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JACKSON: He says profit margins can be thin on large public 

sector projects, so contractors look to boost these margins by being tough on their suppliers.  

 

GARNER-PURKIS: I was speaking to a consultant the other day and he was 

saying to me, he was like, the way that these top contractors for, you know, jobs that are 

worth hundreds of millions of pounds, the way that they’d figure it out, they’d go, they get a 

percent and a half from the client and we get 3% from the supplier chain.   And what that 

means is basically, like, we’re going to get it out of our subcontractors, we’re going to 

squeeze them as much as possible.  That’s crazy. 

 

JACKSON: Holding back money is one way big companies can 

apply that squeeze.  The tactic has blighted construction for years.  The Government has set 

out best practice in a Prompt Payment Code.  It sets a target for large companies to pay their 

suppliers by 30 days.  For businesses like Steve Paul’s, even waiting that long can be 

challenging.  

 

PAUL: The time when we was doing that, Metropolitan 

Hospital, the wage bill here was nigh on, well, it was in excess of £400,000 a fortnight, so 

even on 30 day payments, we would have paid out £1.6 million in wages alone without, that’s 

without any staff salaries. 

 

JACKSON: A month? 

 

PAUL: And we still haven’t had a penny back through the 

door. 

 

JACKSON: Six years ago, David Cameron’s coalition Government 

tried to get cash flowing more quickly through the supply chain.  Big companies doing work 

for the Government were asked to use their clout to get banks to lend cheaply to their 

subcontractors.  These supply chain finance schemes involve large contractors notifying a 

bank when they’ve approved a supplier’s invoice.  The bank would immediately advance the 

cash to that supplier.  They’d charge interest, but at lower rates than normal, because the big 

company had guaranteed it would settle up.  Carillion committed to offering a scheme to its 

suppliers called its early payment facility.  By the time Steve Paul was signing up to work 
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JACKSON cont: for them, he says Carillion had gone even further.   

Now suppliers really had no option but to use the scheme.  His Operations Director, Sean 

O’Connor, spotted that if they didn’t, it would take 120 days - four months - to get paid. 

 

O’CONNOR: We normally work on 30 days.  35 is usually a max.  

They’re 120, but what they do, when they get you to what’s early payment, so they then 

charge you I think it were 1.75% of our payment to pay us early, which it weren’t early in 

effect, because it should have been 30 days. 

 

PAUL: We have to pay the wages anyway, but you can 

imagine these people live week to week. They need their money every week, they need to be 

able to pick it up.  I could potentially have on that Carillion job twenty men turn up at my 

offices, steaming up here, wanting to get their money off me. 

 

JACKSON: It wasn’t much of a choice.  Wait four months to be 

paid or be charged interest to get their money sooner.  

So you were, effectively felt you were forced into this scheme? 

 

O’CONNOR: To take on the job, you were put under economic 

duress to accept their terms. 

 

JACKSON: And that includes this payment scheme? 

 

O’CONNOR: Yeah, yeah.  How do you walk away, a company of 

our size, walk away from a contract that’s worth millions of pounds, guaranteeing work for 

your screeders for months and months and months? 

 

JACKSON: There was a reason Carillion was very keen for its 

suppliers to use its early payment facility.  It meant it could hold onto the cash it owed its 

suppliers for longer.  Companies like those Rudi Klein represents, as Chief Executive of the 

Specialist Engineering Contractors Group.  

 

KLEIN: When Cameron introduced the early payment facility, 

Carillion grabbed it with two hands and said, oh look, we’re now helping our supply chain. 
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KLEIN cont: Actually what Carillion was doing was actually helping 

their working capital and boosting their working capital. 

  

JACKSON: And the benefit of that is, I mean, is that there’s huge 

amounts of money presumably going through these big companies, and is it all to do with the 

longer that they can keep that within themselves, the more use it is for them? 

 

KLEIN: It’s the longer they can have that money in their own 

account, the better for them, and they can use that money to, as I say, boost their working 

capital, sometimes even to invest on the overnight money markets. 

 

JACKSON: But often it’s not their money. 

 

KLEIN: No, it’s not, it’s not their money, but that’s their 

business model, that’s their, that’s how they operate.  They are utterly and, utterly reliant on 

their, on the cash that is there in their pot for the supply chain. 

 

JACKSON: The pot of cash helped Carillion present a rosy 

financial picture in its 2016 accounts.  Performance bonuses were awarded to senior 

executives off the back of them.  Professor Chris Higson from the London Business School 

has analysed the books.  

 

HIGSON: What Carillion did, very cleverly actually, very 

constructively in their accounting, was the following.  Financial analysts have a phrase called 

cash conversion.  They compare the profit of a company to how much cashflow it’s got, and 

the healthier the company, the higher the ratio of cash to profit, is what a typical credit 

analyst would say.  They call it the cash conversion ratio.  And Carillion boasted a fantastic 

cash conversion ratio, so it looked very healthy, and it made headline news in its annual 

report.  It used the phrase - quite uncommonly, not many companies use this phrase in their 

accounting - cash conversion.  And cash conversion indeed became one of the, one of the 

variables on which senior management were rewarded.  But it turned out that the cashflow 

version of their profit contained a large chunk of this Government credit funding, so it wasn’t 

really operating cashflow at all, it was borrowing disguised as operating cashflow.  And that 

was really, I think, quite cheeky. 
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JACKSON: But that’s like me saying the money I owe the bank for 

my mortgage is my money.  

 

HIGSON: It’s a bit like that, yes.  It’s potentially quite 

misleading. 

 

JACKSON: Was it legal? 

 

HIGSON: Well, it wasn’t illegal, because nobody had ever 

thought of doing it before, as far as I can tell.  And that’s the problem with rules.  People who 

are determined to push the rules will simply say - show me where it says I can’t do this.  And 

I don’t think it does say you can’t do that.  So they did it. 

 

JACKSON: Was it ethical? 

 

HIGSON: Oh, I’m sure it wasn’t ethical.  It was misleading. 

 

JACKSON: Carillion’s directors told MPs investigating the 

company’s collapse that payment terms of 120 days weren’t typical.  The joint report of the 

Business and Work and Pensions Select Committees was scathing about what had gone on.  It 

found it was a story of recklessness, hubris and greed. Labour’s Rachel Reeves co-chaired the 

inquiry. 

 

REEVES: What we concluded was that there was a rotten 

corporate culture at Carillion and the directors were culpable for the collapse of the business. 

They effectively were borrowing from their small suppliers, so the small companies, who 

presumably find it much harder to access finance, were actually being used as cash cows by 

the huge Carillion.  Carillion was a signatory to the Government’s Prompt Payment Code and 

yet their payments were nothing like prompt – anything but prompt.  They had standard 

payment terms, as I say, of 120 days, but small businesses could get payment earlier if they 

were willing to take a reduced amount of pay, but if you’re operating on small margins, 

which many small businesses are doing, you can’t afford to take the money early and not get 

the full payment, so it meant you were waiting for 120 days.  And, of course, some will wait 
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REEVES cont: forever because there will never be any money 

available, because when Carillion went into liquidation, there was nothing left. 

  

JACKSON: We’ve been hearing that another large company was 

giving its suppliers a Hobson’s choice.  Sign up to its early payment scheme or wait longer to 

get paid.  One company boss was prepared to tell us about it.  His contract was with Kier, a 

multinational services supplier that works in construction.  He still works in the industry, so 

he wanted us to use an actor’s voice to disguise his identity. 

 

MAN: You have to sign up to a 95 day payment term under 

the early payment scheme, which allows us to get paid for free at 95 days essentially or we 

pay a fee to bring it forward. 

 

JACKSON: Have you signed up to that in line with your work for 

Kier? 

 

MAN: Yeah, we have.  It just forms part of the contract. 

 

JACKSON: So when you sign up to this payment scheme with 

Kier, what’s the key thing that’s changed? 

 

MAN: That the normal payment terms of either 30 days or 60 

days are moved to 95 days, and if we wish to get paid at 30 or 60 days, you have to pay a fee 

to do so. 

 

JACKSON: So the very scheme that the Government devised to 

help you has led to payment terms being extended here? 

 

MAN: Correct.  And in order to get them back to the original 

terms, you have to pay a fee. 

 

JACKSON: What do you think about that? 

 

MAN: I think it’s wrong. 
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JACKSON: Do you think the Government envisaged this 

happening in any way? 

 

MAN: No, I think the Government had the best intentions of 

allowing a fee to be paid to get more rapid payment, and to be fair that is working here, but 

the fact that Kier are extending the terms to 95 days is an abuse of the system. 

 

JACKSON: Kier says its typical payment term is 60, not 95 days.  

It says its early payment facility is voluntary and that the fees charged for using it still work 

out cheaper for its suppliers than a bank overdraft.  The company says the scheme is popular 

and gives suppliers the choice to be paid sooner than the contractual terms.  Other companies 

we spoke to said early payment facilities had helped their businesses.  At the time the 

Government was asking big companies to use them, the Business Secretary was Sir Vince 

Cable.  Despite some in the industry warning the schemes would be exploited, he says they 

were desperately needed. 

 

CABLE: We inherited the legacy of the great financial crisis.  

The industry was in complete collapse and I brought in a special scheme for what we call 

supply chain finance to try to deal with this problem, to try to get credit flowing again. 

 

JACKSON: But if nothing else, hasn’t Carillion exposed that 

companies, big companies have abused the system that you brought in? 

  

CABLE: Yes, some of them have.  I mean, some of them did a 

very good job in, it did, you know, it achieved its purpose in getting, you know, credit 

flowing again in the British economy, but in the particular case of Carillion, as far as we can 

understand, they, they used the money which was available in order to support their own 

credit and cashflow and didn’t pass it on to their suppliers in the way that we hoped and 

expected.  They weren’t acting illegally. 

 

JACKSON: But you were warned that that’s what would happen 

and so it’s proved?  

  



- 14 - 

CABLE: Well there, there was a risk of it being abused but, you 

know, we have to be clear about the context.  This is when the British economy was in 

meltdown, when the banks were not willing to lend.   

 

JACKSON: In actual fact, what Carillion and others have done is 

they’ve got the Government, prompted by when you were in power, to shorten their terms of 

payment to pay on time, they’ve had the money coming in at that end, they’ve extended it at 

the other end.  I mean, they played you, didn’t they?  

 

CABLE: No, they took advantage of a system that was designed 

to help the industry as a whole, and I think it, it sort of demonstrated a wider problem that, 

you know, Government has become very highly dependent on these companies.   

 

JACKSON: Kier, another company in construction, a large 

company in this country, we were talking to another supplier that supplies for them.  He has 

to sign up to payment terms of 95 days to get work with them effectively or he is penalised to 

take money early.  I mean, that can’t be … 

 

CABLE: Yes, well we should have long moved on from that. 

 

JACKSON: Should the supply chain finance scheme, the one you 

brought in, be scrapped now? 

 

CABLE: Well, it’s long since outlived its purpose.  What I do 

think we need is a proper system of making credit available to small builders.   

 

JACKSON: But that scheme that you brought in hasn’t worked, 

you think? 

 

CABLE: Well, it has worked, but it’s outlived its purpose and 

there’s no longer any justification for keeping it going. 
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JACKSON: The Government didn’t give us an answer when we 

asked it to clarify whether it still encouraged the use of supply chain finance schemes.  In a 

statement it did say: 

  

READER IN STUDIO: We’re proposing a raft of measures to support supply 

chains, from stamping out unfair payment practices affecting small firms to corporate 

governance reforms which will protect staff , businesses and small suppliers from 

irresponsible employers and directors. 

  

ACTUALITY ON DECORATING COURSE 

 

MCLOUGHLIN: Tomorrow’s the last day of this course, these two 

people have been given jobs.  Sorry, what’s your name? 

 

JAZRIC: Jazric. 

 

 MCLOUGHLIN: Jazric.  Jazz. 

 

JAZRIC: Yeah. 

 

MCLOUGHLIN: Okay, and you’re starting an apprenticeship with us? 

  

JAZRIC: Yeah. 

  

MCLOUGHLIN: Excellent. 

 

JAZRIC: Four weeks and this is my last day tomorrow. 

 

MCLOUGHLIN: So what are you doing here for the last few days of the 

course? 

 

JAZRIC: For the last few days, I’ll be finishing up this wall here.  

I’ve already rubbed it down and I just need to cut it in and then give it two coatings and I’ll 

be done.  
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MCLOUGHLIN: Fine, that’s good. 

 

JACKSON: At this painting and decorating business in North 

London, the next generation is being trained up. The company’s boss, Kevin McLoughlin, 

was owed quarter of a million pounds by Carillion when it went under.  He’s happy to speak 

out as he’s trying to become less reliant on the construction giants for work.  

 

MCLOUGHLIN: We made a decision to change direction.  It’s been 

extremely successful and that’s why I can talk about what’s gone on.  I don’t care. 

 

JACKSON: Breaking free from the big companies hasn’t been easy 

though.  He’s had to employ debt collectors to get the cash companies have held back – so 

called retentions – despite, he says, all the work being completed. 

 

MCLOUGHLIN: So what we done five, six, seven years ago, we 

employed someone with the task of just collecting retentions, and it was absolutely 

unbelievable what we came across.  And we had to issue county court orders to get our 

money.  This is not contentious money, this is not contractual money, this is our money that 

they’re sitting on.   

 

JACKSON: You were taking out court orders against multinational 

companies? 

 

MCLOUGHLIN: Yeah.  Some of these retentions were two and three 

years old.  They wouldn’t answer our calls, they wouldn’t answer the letters, so our debt 

collector sent one letter, the next letter outlining everything’s that’s gone on, and then 

eventually, he would send the county court order, and that would then raise almighty alarms, 

because it goes to the legal department of the major contractor, and none of them can have a 

county court judgement, and they just pay. 

 

JACKSON: Why do you keep working in this industry? 
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MCLOUGHLIN: Make money, it’s a good industry and nothing else I 

can do.  I’ve got a good company, I’ve got good people and saying that, you do have a 

responsibility and I’ve got really good contracts.   

 

JACKSON: The people behind the demise of Carillion and the 

people still working for these big companies, doing those practices that you say – what do 

you think about them as individuals? 

 

MCLOUGHLIN: They know full well what they’re doing, they’re 

absolutely in control, they need control.  They are, they know what they’re doing.  We all 

know in this industry, when you’re working on a supply chain, you are a mini bank.  You pay 

the wages, you pay your materials before you get paid, so you’re investing in the ability of a 

company to make you money.  There’s no security working for a big major. 

 

JACKSON: I mean, that’s kind of counter-intuitive, isn’t it?  You 

would think that they are the very people that you could rely on to take that risk and get your 

money back. 

 

MCLOUGHLIN: Well, it’s a trust thing.  When, when the Government 

invest millions and millions of pounds in hospitals and infrastructure with this company, so 

they’re supporting them, so why wouldn’t you?  If the Government’s got confidence in them, 

if the big four accountancy practices have gone with them, why wouldn’t I?  We’re just a 

small builder trying to make money.   

 

ACTUALITY – BUILDING NOISE 

 

JACKSON: The Government is a key player in the construction 

industry.  But for the big companies, that hasn’t meant easy profits.  Construction News 

monitors how they are performing.  Zak Garner-Purkis from the paper says they’re all under 

pressure.  

 

GARNER-PURKIS: So our CN100 list, which is the top 100 contractors in 

the industry ranked by size, in 2017, if you put the top 10 together, they would have a 

combined revenue of £31.9 billion.  If you combined their profit and loss performance, they 
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GARNER-PURKIS cont: would have made a loss of £52.9 million, so you get a 

sense of the scale of which we’re talking and the margins on this. 

 

JACKSON: They’re actually losing money. 

 

GARNER-PURKIS: Yeah.  But you get a sense of the scale of like, you 

know, so from the other stat that you’ve got with the CN100 was in 2013, the margins stood 

about 3%.  Last year, it was -0.5%. 

 

JACKSON: And how much of this is driven by big public contracts 

and the expectation there that value has to be delivered for the taxpayer so we’re going to go 

for very low profit margins?  How much, would you say, is all this driven by that mindset in 

Government? 

 

GARNER-PURKIS: To be honest, the industry at the moment is really 

reliant on that public spend.  It’s massively reliant on it.  You go to any of those big 

contractors and you say, where’s your money coming from?  They’ll turn round to you and 

they’ll say, Government. 

 

JACKSON: One of the companies finding it tough is Interserve.    

Last year it issued a profits warning and was given a red flag status by the Government.  

Nonetheless, it was still awarded a billion pounds’ worth of Government contracts - not just 

in construction, but across sectors including defence.  On a construction site in London, I met 

someone who was until recently a senior project manager for Interserve.  He doesn’t want to 

be named as he’s still working in the industry.  He explained how he thought Interserve treats 

its subcontractors.  

 

INTERSERVE INSIDER: They were viewed as a means to an end to try and 

recoup monies at times.  Payment terms would be extended without notice, payments 

withheld without notice, and the biggest thing that I was finding was that they were using 

other factors, other reasons, other excuses for not to pay them.  Generally, you know, they’ll 

be under pressure from day one, you know, they’ll be under scrutiny, and the way that the 

kind of the culture seems to operate in some of these bigger entities is to actively find ways 

not to pay, to withhold payment, to delay payment.  It’s purely just being on changing 
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INTERSERVE INSIDER cont: contractual terms, enforcing new terms onto 

contractors mid-term, you know, and it’s a take it or leave kind of mentality. 

 

JACKSON: A threat? 

 

INTERSERVE INSIDER: Yeah, it’s always veiled, it’s always done behind a 

smile sometimes or a promise that everything will be okay.  But, you know, the smaller 

contractor relies on being paid regular and they rely on being paid what they feel they’re due. 

It’s a delay culture to keep money within an entity for longer, you know.  What really hurts 

me is when I see that if the contractor that I’m working for gets paid regular, they don’t pass 

it on down the chain.  What happens is, the money comes in and it gets used elsewhere in the 

business sometimes, to pay off other debts or other factors. 

 

JACKSON: Interserve doesn’t offer an early payment facility to its 

suppliers.  In a statement it said:  

  

READER IN STUDIO: The majority of Interserve’s payment terms are 30 

days.  It is not our policy to withhold money from subcontractors or to change terms once 

agreed.  If we found evidence of threats to subcontractors, we would treat this as a 

disciplinary matter. 

 

JACKSON: Interserve’s red flag status means the Government is 

closely monitoring its finances.  Professor Chris Higson from the London Business School 

says the Government is right to be keeping a close eye on the company.  

 

HIGSON: If you look at the last five years of Interserve’s 

numbers, sales have really flatlined, so revenues are pretty flat over the last three years, but 

profits have declined, so margins - profit margins on sales - has halved over that period, 

whatever it is now, 2 or 3% underlying operating margin.  The auditors have taken a hard 

look at some of the acquisitions that Interserve has made and written those down.  So that’s 

on top of what were, in any case, increasingly thin operating profits that’s pushed Interserve 

in 2017 into significant loss.  The earnings were negative. 
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JACKSON: Has it effectively got a noose around its neck now, 

because of the state of its accounts? 

 

HIGSON: It gets tougher and tougher to climb out of that, 

because there’s less and less resilience in the balance sheet, let’s put it that way. 

 

JACKSON: So nobody can say for certain that Interserve will 

survive? 

 

HIGSON: No, no, no we certainly can’t say for certain it will 

survive.  Nor can we say for certain it will perish. 

 

JACKSON: Interserve says a successful refinancing of the business 

was concluded in April.  In its statement it told us: 

  

READER IN STUDIO: None of our Government contracts are under threat and 

are largely performing well. 

  

JACKSON: Labour’s Rachel Reeves says after Carillion, the time 

has come to reassess the Government’s relationship with the huge contractors.  

 

REEVES: We do need to look at all of this again and, you know, 

the Government talk a good talk about being on the side of small businesses and want to give 

more contracts to small businesses, but you look every time, it’s these big beasts, the 

Carillions of this world and others who get the Government contracts, with some hope that 

the money might trickle down to small suppliers, but we’ve seen, in the case of Carillion, that 

that money often doesn’t get through. 

 

JACKSON: Given the power that companies like Carillion have, in 

construction there’s only a small number of companies can carry out some of these large 

contracts.  Do you, do you sense that it’s almost inevitable that you may well be looking into 

another collapse like Carillion? 
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REEVES: Well, I think there are, there are other companies who 

have big problems with their, their balance sheets and their financial position.  Some of those 

are taking efforts now to, to make reforms, but I think that there is a real problem, that you’ve 

got a very small number of big players in sectors like construction. 

 

JACKSON: What about the Government expecting profit margins 

to be small when they’re awarding contracts?  People are telling us that that feeds all the way 

down to mean the supply chain gets hammered because of that, as companies try to recover.  

Would you now be looking to see that to change, the Government to have a more realistic 

expectation as to the profit that has to be made? 

 

REEVES: Well I think that the Government have got a 

responsibility to get value for money for taxpayers, so you don’t want to be paying out 

money that you don’t need to, but sometimes, if you give the contract to the contractor that’s 

willing to do it at the lowest price, it’s not always going to be good value for money, and 

that’s what Government should be looking for in contracts – value for money, not necessarily 

the cheapest deal.  And Carillion may have outbid or given a lower bid than other contractors 

to do things like HS2 or the hospitals or the roads that haven’t been built, but they haven’t 

delivered on those contracts and so in the end it’s taxpayers that end up picking up the tab.  

This isn’t just about Carillion, it’s a wider issue in the industry. 

 

JACKSON: But can you realistically see any Government not 

opting to go for the schemes and the companies that are saying they are making the least 

money out of it, therefore are providing the best value for the taxpayer? 

 

REEVES: Well, I think there is a difference between value for 

money and who is willing to do it at the lowest cost, and sometimes there’s a reason why 

people are bidding at a lower cost, and that’s because they’re cutting corners and because 

they’re desperate for work. 

 

MUSIC 
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JACKSON: The Insolvency Service has confirmed it¹s now 

investigating the conduct of former Carillion directors.  Since the company called in the 

receivers, at least two thousand jobs have been lost.  How many other businesses will fold as 

a result of its demise is still unknown.  Steve Paul is vowing to try to carry on, but his faith in 

the industry he¹s spent his life in has been severely dented. 

 

PAUL: There has been times when I’ve seriously thought 

about throwing the towel in, but there’s something there that drives you to try and get it to a 

point where you can finish on a high really.  If you’re going to finish, try and finish on a high 

and that’s what we’re trying to achieve now.  So you keep battling through.  But ultimately, I 

think something needs to change in the construction industry.  It should not be this difficult.

        

        

      


