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Ambitious engineering and
construction group with
big pharma clients expands
abroad with M&A deals,
wrltes Fearghal 0’connor

INTERVIEW

RISH firm DPS G‘roup has\quietly

__from a local operator into a go-to
- engineering and construction player

 for the global pharma and biotech
'~ sectors. That transformation has

- continued apace in recent weeks,.
with two key deals in Sweden and
_ Belgium. Next up forthe ambitious

coast — further expanding its reach in a country in

“which it has already built a well-regarded businéss -

in key pharmaceutical manufacturing centres.
- DPS, which was established more than 40 years
ago and bought out by its management 20 years

280, has worked with 13 of the top 15 pharma com--
panles in the world, says its chief operating officer -

‘Brian Donohoe He sees the firm’s success as-very

much part of a wave of growing Irish success on -

the continent in the wider construction industry.

““Back in the 19508 you had a wave of Irish
constructlon workers who went to work in the UK
but in the past 10 years, perhaps initially because
there was no'work here, you have had companies
themselves that have gone out of Ireland and built

areally strong reputation. And thisis at adifferent

level. It's not building roads. It is high-end stuff,
building data centres and pharma plants”

Forits part, DPS focuses on engmeermg, con-
sulting and project management for the pharma-

ceutical, biotech and semiconductor industries. .

“We are focused on complex high-end process
engineering sectors. We arenow a global company,

but we are an Irish success story because we have 4

acquired-a lot of our technical ability through
working with clients in Ireland and used that to
expand in Europe and the US?

That expansion has seen DPS grow staff num-
bers in the last five years from 700 people to 1,400
people. Donohoe says it is now eyeing further
expansion in Europe and the US.

Key to that ambitious plan is the acquisition,
for an undisclosed amount, that the company has

just completed last week of Belgian specialised -
engineering group F4PE, which stands for “focus

for pharmaceutical engmeenng” and which has
an anfinal turnover of €5m.

DPS alreadyhas a small team in Belgium and it |

will be amalgamated with the F4PE team, giving
it a combined team of about 70 people.

“That helps us to deliver a local presence for
our clients'in Belgium, but wé back this up by
using our centres of excellence in Dublin and Cork.

“It is dll'about getting that mix of global tech-

_nical éxpertise and local presence. The world is
global, but clients want a local presence an‘d that
is what we are doing with this acquisition.”

Belgium is a particularly interesting market for
DPS, he says: “It is not just chocolates and beer.
There is also a very large and well-established
pharmaceutlcal sector there, It was our second
location in‘'mainland Europe, havmg been in the
Netherlands for 20 years.”

* But that is just-part of the overall European
expansion plan, with operations also in Switzer-
land, and Germany. A deal signed in May with
AstraZeneca will see it provide engineering,
procurement, construction management and val-
idation services for the pharma giant in Sweden.
DPS will have a team of between 60 and 80 people
based in Sweden within 12 months.

The Belgian acquisition was planned two or

three years agoas part five-year plan’ that lays
out expansmn through

and organic growth, according to Donohoe

The next step of that plan may ‘well take pIace-'

in the US, he says. DPS already has operations in
several of America’s key pharma hubs: Boston for
biotech and the Philadelphia/ NewYork regionfor
more tradumnal pharma.

It is now looking at several different potential
acquisitions and new offices in other areas, for
example onthe west coast or Chicago.

Since the co]lapse of Bl‘ltlsh contractor Carillion

but steadily transformed itself -

Dublin and Cork-based company” |
could be a US acquisition - possibly on the west . |

ixture of acquisition »

BUSINESS LESS B:HS

Who do you see as  your inspirations in
business?
Steve Jobs, Tony Ryan and Mtchae[ Porter.

What is your favourlte plece of busmess
1 advice? v
Focus on the fundamentals not on the noise.

What is the best career lesson you ever
learned?

To quote Shakespeare: "There is a tide in the
affairs of mien” and a lesson I have learnt
and relearned is that you have to go with the
tide and not keep fighting-it.

arlrer this year, there have been fears around the
robustness of the business models of some main
contractors in the wider construction sector.
But Donohoe describes the DPS approach as
“conservative” and says it is focused on maintain-
ing a low-debt position. “In general we finance
acquisitions out of cash and profits. We're cau-
tious. You could risk'the whole company on the

- wrong acquisition that is too big and'we are not

prepared to do that. We don’t open new offices
for the'sake of it. We-want them to be profitable
and so we do these thmgs conservatively and as
part of a very'clear plan.”

In 2011 the company took this approach When !
it made its first US move with an acquisition in:

Boston, where biotech.is very strong. Tt followed
that 'deal with a small’ aequlsmon in North Car-

olina, followed by the opening of ‘offices i in New
- ultimately you are helping people and contributing
tosociety in some way. But it is pressure too. The .

York, New Jersey and-Arizona. -

“The reason we arein the USi is partlyfor diver-
sification reasons, partly to learn new technologies *
‘and partly to be able to offera service toclients

across both the US ‘and Europe because a lot of
these clients are global clients.”

"Turnover has risen steadily as the company has
expanded It rose from €144m in 2016 to €160m
in'2017 and Donohoe says turnover is expected
to risé to €180m this year. Iieland still accounts
for 45pe of this but 80pe comes from the US and

25pe from the EU; Profits are also on the risé with
proi" t before tax and dividends rising from £6.4m

in 2015 to €7.8m:in 2017.

Many of the sénior management team Were
pait of the buyout of the company 20 years ago,
but Donohoe is an exception to the company’s
‘grow from within'talent strategy.

He has had a varied career, originally studied
engineering in UCD'in the 1980s before working

“for Siemens in Germany for 10 years. He then

worked for global consulting and strategy com-
pany Booz, where he focused on the engineering,
telecoms and logistics sectorsin Germany, Austria,

France and the US. In 1996 he returned home to
work in the private equity industry for six years
with Dublin company Allen McGuire before going
back to engineering, taking on the role of chief
operating officer of the international division of
another Irish star in the sector, Mercury Engi-
neering. He went on to become the managing
director ‘of its European dmsmn before j Jommg
DPS in 2015: :

“My experience with acqmsmons and srrategy "

in private equity has helped me here. Sometimes
it's good to be a generalist and semetimes it's good
to be a specialist,” he says.

And Donohoe has no regrets about returning
from the world of finance to engineering and he
‘particularly loves Workmg with pharmaceutical
and biotech companies.

“It’s a great sector to be involved in because

clients come to us and say ‘we have to get this
product out’ If the factory is delayed a month
it can cost'them hundreds of millions in sales.”
The pharma sector is, of course, changing fast,
not least with the arrival of generic brands of
pharmaceuticals to challenge the big players in
‘the market. DPS works for the big-name pharma
i companies and for the contract manufacturing
companies that have changed the industry.
_“There is achallenge from genericsfor the big
pharma companies but there is also a challenge
on pricing, particularly from the US. Amazon, for
éxample, are moving into the whole distribution
and retail end of the business'in the US, which

puts further pressure on pricing. But the bottom -

Tine is'that pharma is still a' big profitable business.
“People point to the margins that these compa~
nies make and say they are too big but the profits
are reinvested in new drugs and if they don’t make
margins they can’t make new drugs by investing
in research and development and new facilities.
‘We all need these companies to be successful”
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HE

- Brian Donohoe says the -
~ DPS Group is focused on
~delivery and reputatlon

- Photo: Gerry Mooney

From DPS’s point of view, a key advantage of
working with the sector is that it is relatively stable
and not cyclical, New aréas in the industry are also
leading to new opportunity as biotech developed

- over the last decade, leading on to adva,nces in

areas such as cell and gene therapy.

- “Waves of development have come one after
the other in'the industry and Ireland has a bigj po- 3
sition in the mdustry, becoming one of the major
manufacturing hubs in the world: forthe mdustry
That is where we learned our trade.

“We have helped design the state-of-the-art
facilities that have been built here and we are
taking that knowledge to design similar ones in

- Europe.and the US”

The key issue that DPS’s pharma clients are
concerned with, given the challenges in the in-
dustry, is the remova,l of as much cost as possible
from a project, he says.

“We do a lot of work on lean de51grr and lean
construction. That concept originally came out
of the car industry and took a while to get into
pharma because maybe they weren't under the
same pressures in the past,” he says.

While Ireland does have a very strong phar~
ma and biotech sector; Donohoe says there are
particular pressures at play for the sector here:
pressure on the corporation tax model and for the
common tax-base, as well as US tax reduttions.

“That is probably going to result in a shift of
work to the US from Europe and Ireland. But be-
cause we are over there, we are somewhat agnostic
on all of that. We want to grow in the US so we
will take advantage of that as well” '

For Donohoe the bottom line if DPS is'to con-
tintie its success is for it to keep delivering projects
for its clients. That, he says, has created very
positive word of mouth right across the sectors -

on which it is focused. “We are very focused on

delivery because if we don’t-deliver for our clients
that impaets our reputation,” he says. “It’s what
we keep doihg _and it works. It’s a virtuous circle”

' MARKETING

best form of advertlsmg “th
to say, is dead and gone. Ithas _,ee
replaced by ‘top of mind’.

Today’s consumers, particularly millennials,
place no value on’ Word of mouth. Always oh
their smart phones, listening to Spotify, gaming,

browsing or surfing, they hardly talk or listen to

one another. Today’s adolescents, ‘screenagers’,
inhabit a connected world, but feel disconnected
on a human level. They engage in social media
which is the masses pretending to be sociable.
As technology has made geography, history, they

can be in touch with people all over the planet: 5

deskfor hoursand sadly remain alone and silent; :

The impact of this ony marketmg is significai

When younger consumers give aword-of-mouth’
recommendation to one another that “word’ i is ' of
immediately dlgltally chalIenged They searchu_

the recommendation online where thereviews of -

toi:e trangers rate higher with 3 young consunie
than those given verbally by a close friend. .

Apparently, we are no longer: zmpressed by‘ i
our.circle of friends orfamily but'take direction'  ple, if yo
from’ bloggers vloggers, tweeters, snappers,. t ]

“Opt for ‘blended marketmg ‘amix of digital and

‘grammers), etc all of Whom We now collectwely
call ‘Inﬂuencers i

‘So, if word of mouth no Iongerworks whatls
‘top of mind’? If your biisiness, brand, product

or service is not at the top of people’s minds then

* your business is injeopardy. For example, ifyou

operate a shoe shop and if 200 people in your
locality were asked to name a local shoe shop, if

 at least 70pc of them don’t mention your shop,

then I would contend your business is likely to
faﬂ or at very best, struggle.

“Howdo you get to be and remain top of
‘mmd mth your potent1a1 customers? You must
advertise. The problem is most small or medi-

Tevenue on marketmg and that’s why

d a]l your money on digital.

mainstream media, that is newspapers, radio,
telemmn and/or; hlllboards as well as online

. advertising. The explosionin digital advertising’

o000
~

u‘m-srzed ‘businesses spend on average of 2pc -

speudmg in Ireland saw it overtake the eombmed- L

advertising spend on all mainstream media
channels in 2017. This has forced traditional
media tofight back. ~

To-compete with Facebook and Google, news-

* papers;radio, billboards and even television'have .
slashed their rates. There hasnever been a better

time to advertise in your local newspaper or on
local radio if you are a local business and for na-
tional advertisers the rates today are comparable
with what they were 20 yearsago.

- So, the smart thing to do is tise a mix of digital

and mainstream riedia to advertise your bus1-

ness. SMART marketing is:

8§ — draw up a marketing strategy to 1dei1t1fy‘
your potential customers and how to reaeh them :

online and on mainstream media.

M —is what miessage will grab the attention
of your ‘poteritial customers and turn ’chem into
purchasers'?

© A — is advertise that message on both tradl-r :

tional media-and online.

However, you'must do it R — regularly, re-
member repeutxon builds reputation.
¢+ The challénge is keeping your advertising
consistent but always fresh, so you must always
be T — for toplcal

Gavin Duffy's SMART marketmg seminar is af the Gate
Theatre, Dublin, on Tuesday July 17

“For detalls see: gavihdTffyandassocietes.com

t

FOOD AND DRINK
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climate change.
“Rising temperatures are boosting the wine
“trade in Europe’s northern elimes — production

; to governiment figures.

‘ “Twenty years ago we had wines that-had
‘tastes of eitrus, lemon and'a bit grapefruit. Totlay

Rigo, co-owner of the Domaine de Mellemont
Wmery, tells Reuters. v 5

" “We had much lighter wines 20 years ag
Today, we have wines that are fatter, with alonger
finish and a much Ionger persistence” . .

Twelve years ago, vinés covered just 7 hee-
tares of Belgium, a country better known for its
beers, data fror Belglums economy mmlstry
show.

compared to neighbouring France, buta start:
- Ttispart of a clear pattern, according to Wim

Brussels. “We do clearly see a shift'where re-
gions in the Mediterranean which are currently

ETIENNE Rrgo stands in his'sun-baked Vlneya,rd ;
it the centre of Belgium, enjoying the fruits of *

“has quadrupled in Belgium since 2006 accordmg" a

" The aniount ofland given over to grapes there 3
has risen even faster. But as well as thevoluime, “[*
| theresthetaste.

wehave wines that are closer to-exoticproducts:,
Iychiee, pinéapple: This is a notable evolution,”

-Last year, that area had expanded almost.-
- fivefold to cover 343 hectares — still mmuscule ;

Thiery, a climate scientist at VUB university in -

'(:Ilmate-change boost for wine
producers in beer-loving Belglum

Beer still dominates, hut vmeyards have grown

suitable for viticulture will no Ionger be suitable

the future, or less and less suitable;” he said.
= “Instead, regions in riorthern Europe stich as
Belgrum will become suitable i in the future for
vineyards and for wine growing.”

There are downsides. Climate change has
generally made weather more erratic which can

, hur’r. vineyards, says Thiery.

' ‘But most of the changes have been more grad—
ual! Production has climbed, tastes have evolved
and the harvests have edged earlier at Domaine
de Mellemont, 40km southwest of Brussels

Reute rs .



