business. ENR’s 1999 ‘Top 200 Environmental Firms.
bear little resemblance to Amazon.com, ebay and other
high-flying,” Internet-driven, high-tech ventures. The
ENR 200 are not rewriting conventional economic the-
ory, spinning out lucrative IPOs almost weekly or creating an
expanding class of 20-something millionaires. ;

No, this realm is a bit more staid: plain as dirt, elemental as
air and water and about as sexy as hauling out the trash. Its
business still is judged in conventional terms. Clients expect
tangible results. Big government clients like the Dept. of
Defense and the Dept. of Energy are pushing harder than ever
before to see quantifiable progress in cleaning up their conta-
minated sites. Industrial clients who want to concentrate on
their own core businesses are trying to outsource to outside
specialists, as much as possible, the management of waste-
stream byproducts. For the service provider, keeping the client
in compliance with state and federal regulations is more than
a goal—it is a prerequisite to getting the deal.

@ he environmental market could be called the other E- | v
.ing populations and everstricter state and federal standards for

- Likewise, mﬁnicipalities'face the twin challenges of expand-

water and wastewater treatment. These owners expect their
design engineers and contractors to provide infrastructure that
will surpass established benchmarks for quality, durability and
costs, o

The older E-business has grown steadily since 1970, the year
marking the first Earth Day observance, the establishment of
the U.S. Environmental Protection Agency and the enactment
of the Clean Air Act. Public support for a cleaner environment,
aided by a regulatory jump start, created a robust new service
sector that enjoyed a period in the late 1970s and 1980s as a
Wall Street darling. Those golden days of green may be gone
forever, but what remains is a legitimate, steadily expanding
global economic sector.

In 1998, the Top 200 market totaled $26.7 billion in rev-
enue, adding $2.6 billion to the previous year’s total, an
increase of nearly 11%. Once again, hazardous waste, water
and wastewater treatment dominated this year's list, account-
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1ng for 70% of the total market.
Consolidation and vaUISltIOIl trends
that marked Pprevious years, again were
catch phrases.in 1998. At the top of the
heap for. the 'second year is.U.S: Filter,
reporting nearly $5 billion in revenue,
up from $2.9 billion in 1997. The master
-consolidators devoured enough small fry
to position itself for a $6.2-billion buyout

countries. Heckman says_the world mar-

‘Palm Desert, Calif-b

“now in the process of integmtlng GDE
. (Générale des Faux),” Vivendi’s global
water and wastewater treatment arin, says.

U.S. Filter President Richard ] Heck-

. man. “We’lthave one big company at the

end of the summer...a-$13-billion com-
pany,” he says, approaching the size of
Coca Cola, with 80,000 employees in 120

HOLDING O Federal work slows growth, with agencies under budget pressure.

“that’s low. If Walmart sells $100 billion
worth of goods, I have.a hard time believ-
ing all the water in the world is only
three times that.”

- It can be perilous being near the top
of the Top 200, however. Consider Philip
Environmental Services Group, a Cana-
‘dian consolidator whose two-year buying
spree pushed it into third place last year.
Dropping off the ENR Top 200 is the least
of the firm’s woes. Accounting and
inventory irregularities triggered a spate
-of lawsuits and a stock swoon-that land-

-.ed Philip in Chapter 11 bankruptcy pro-

ceedings. The company received per-
‘mission to extend its reorganization plan
filing to.June 30. Another part of the
workout involved a $70-million May sale.
of Philip’s utility management arm to
Azurix, Houston-based Enron’s entry

] 1nto the water business.

* Having just- completed its own 1n1tlal
pubhc stock offering, Azurlx is concen-
trating. on building the same credibility
in:water that Enron claJms in 011 and gas.

: JO!E THE CLUS

club in 1997 Bemde U S. Filter and

Philip were th ‘B chtel Group Inc. and
Foster- Wheeler Corp:; both reported rev-
énue gains in"1998. Runner-up Bechtel
added more than 18%, reaching $2.6 bil-

Jion, and Foster Wheeler moved up a
“notch to third place by boosting revenue

21%, to $1.4:billion.’
" Bechtel is gaining momentum in cap-

: turing 1arge government contracts. DOE,

under pressure to cut cleanup costs at its
large sites, seems to be placing more

-emphasis:on quantifiable results. San

Franc1sco—based Bechtel, which built its
reputatlon on heavy. civil engineering

“expertise; is-well posmoned to benefit |

from the transition from site characteri-
zation to cleanup. The firm won the Oak
Ridge, Tenn:, operations and manage-
ment contract in 1998 and added DOE’s
$3.5-billion, five-year Idaho lab O&M
agreement this spring. “This is not high-
tech,” says John Wallace, Bechtel vice
president and manager of finance. “Dirt
can be cleaned up cheaply these days.”
Wallace expects to see “more pressure
on costs and competitiveness at DOE.”
The three newcomers to the billion-
aires’ club in 1998, are The IT Group,
URS Corp. and CH2M Hill Inc., respec-
tively in slots four, five and six. IT and
URS added revenue through large well
publicized, large acquisitions. CH2M Hill
reported $900 million in revenue in
1996 and 1997. The Denver-based firm
crossed the threshold by integrating sev-
eral small additions from the past few
years and capturing more business from
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demgn—bmld dehvery and outsourcmg
“Utilities are changing what they expect

from their consultants,” says Mark .

Laswell director of business develop—
ment and planning for the cowmnpany’s

watér.group. “Most utilities are looking -

at alternate methods” of project delivery,
he says. “They are outsourcing services
from meter reading to .operations of
facilities.”

HEREITCOMES . .
hrough acqulsmon Formerly known as
ernational Technology Corp., the
onroeville, Pa.-based firm ranked 15th:

on-the 1996 list, with $362 mﬂhon inrev--|:

enue. Buying. OHM Corp. moved- the
firm up to seventh in 1997, with $874
million in revenue. Recent acquisitions
helped push the firm into the upper ech-
elon. for 1998, with $1 3 bllhon in rev
enue.

The purchases include GTI from Flu-
or Daniel and ICF Kaiser International’s
environmental engineering division.
President-CEO Anthony DeLuca believes
in improving “the bottom line by adding
to the top line.” The GTI acquisition will
help IT provide integrated services to
major clients such as PPG, a long-time

industrial customer. “We’ve worked with
them for years. GTI had been doing
[water-wastewater] work for them. We're
able to integrate and expand our service,
realizing economies of scale. It’s good
for them and good for us,” he says.
Investors have rewarded IT, moving
the stock from just above $5 per share
last fall to just under $17 per share the
last week in June. “We’ve beaten analysts’
projections for: 11 straight quarters. If
anything, our stock is undervalued,” says
DeLuca. Although he professes to be
pleased in general with integration of
the purchased components, DeLuca

says, “We haven’t yet seen the market syn-

ergies: one plus one equals three. We’ll
see that in the year 2000.7- = * : :
URS Corp. also bought its way into the
billionaires’ club, taking on nearly $700
million in . debt to buy the Dames and
Moore Group. URS, which had previous-
ly bought Greiner and Woodward Clyde,
ranked 17th in 1997, with $290 million
in revenue. Dames & Moore was next on
the list, with $282 million. The consoli-
dated companies recorded $1.1 billion
in revenue in 1998, but URS officials
declined to comment on market
prospects. The quarterly earnings report
cautions investors that integrating
Dames and Moore could be difficult. So
far, investors have approved the move:
The stock moved from a 52-week low
near $13 last October to $28 last week,
high for the year.
GROWORDIE . . .
either, says Joan Berkowitz, a partner in
the Washington, D.C.-based environ-
mental consulting firm of Farkas
Berkowitz & Co. “Can you survive and
not grow?” she asks. “The answer is no.”
The shopping sprees at the top of the
listed depleted the ranks of the compa-
nies reporting at least $100 million in
revenue, from 42 in 1997 to 38 last year.
A company has to change as market seg-
ments change, says Craig Goehring, CEQO
of Brown and Caldwell, a water-waste-
water firm in Pleasant Hill, Calif. He
believes changes in the hazardous waste
field are a major influence on consoli-
dation. The hazwaste sector continues to
slip in terms of market share. Gross rev-
enue for 1998 topped the 1997 total
slightly, $7.8 billion compared to $7.775
billion. But market share continues to
slide, dropping from 39% of the market
in 1996 to 32% in 1997, to under 30%.
As if to underscore the point, the Haz
ardous Waste Action Coalition recently
changed its name to the Environmental
Business Action Coalition. The group, a
Washington, D.C.-based American Con-
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STATE/LOCGAL TOTAL REVENUE OF $3.08 BILLION .
; 1.CH2M Hill Inc. . : 11 LIRS Greiner Inc.

10 Malcolm:Pirnie Inc. 20 Plzzagalll Construction Co.

sulting Engineers Council affiliate, says it
is responding to clients’ demands that
environmental consultants deliver
economies of scale by combining reme-
diation and redevelopment.

URS and Dames and Moore were
“titans of the hazardous waste industry,”
Goehring says. The buyout was
“inevitable with the reduction in growth”
in the sector, he says. Diversification is an
option, he adds, “but Dames & Moore
diversified and they lost their company.”
Goehring feels comfortable in the mid-
dle. The privately held firm, ranked 36th

‘with $111 million in revenue, bought

Nashville-based Eckenfelder Inc. last
year to bolster its industrial business.
Goehring predicts $135 million in rev-
enue this year, with municipal contracts -
in Atlanta and Orange County, Calif,, in
place and growth in design-build and
information technology work. Bigger
isn’t necessarily better, Goehring says:
“We haven’t had-a customer yet ask us if |
we're a billion-dollar company.” .
FROM NICHES TO RICHES
firm, says Robert P. Stearns, president
and CEO of Long Beach, Calif.-based SCS
Engineers, a solid waste and hazardous
waste spemahst Big multldlsaplmarv :
firms are “so large and so"diverse- that
they’re going to lose focus on markets.”
SCS, ranked No. 43 with $46.3 million in
revenue, offers clients “more personal-
ized service,” says Stearns. One such
client is New York City, where SCS pre-
pared closure plans and a landfill gas
management plan for the city’s Fresh
Kills landfill, scheduled to close in 2002.

American Ecology Corp. also is hop-
ing to benefit from concentrating on a
niche market—low-level nuclear waste.
The firm turned in its best first quarter
in a decade this year, says Joe Nagel, pres-
ident of the Boise-based firm. Acquisi-
tions on the chemical waste side did not
perform as anticipated, he says, and the
firm was forced to downsize, dump non-
core subsidiaries and restructure more
than $45 million in long-term debt. The
retrenchment dropped American Ecolo-
gy three slots among the Top 20 Nuclear
Waste companies, to No. 17, but posi-
tions them well for the future. Laws must
change, Nagel says, to enable American
Ecology to take nuke waste at permitted
sites such as the one it has at Richland,
Wash. At present, only waste from an 11-
sate compact is allowed. Nuclear waste is
“a major issue out there [that] we have
not faced as a society,” he says.

Nuclear business and consolidation
have both been good for MACTEC, says
President Scott E. State. The privately
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held, Golden, Colo.-based firm secured a
cash infusion from Credit French Mer-
chant Bank to fund acquisitions- that
doubled its size in 1998. The largest
involved QST Environmental Inc., which
ranked No. 63 on last year’s Top 200 list,
one slot ahead of MACTEC.

Pumped up MACTEC is No. 25 thIS
year and ranked ninth among the Top
20 Nuclear firms, up four places from
1997. MACTEC made the leap by patient-
ly attracting private equity investors, then
leveraging its position to‘attract lenders.
“In a consolidating market,” says State,
“you have to have ‘cash-flow financing.
Public companies like IT can put that
together, but you don'’t typically see pri-
vately held firms who are able to pro-
duce the kind of -financing we have.”
Nagel says the firm is looking to make
even more "acquisitions: and move fur-
ther up the Top 200 list. *Our objective
is to be a Top 10 firm iz the next three
years,” he says. :

Consolidation has been good for
remediation contractor Sevenson Envi-
ronmental Services Inc., as well. The Nia-
gara Falls, N.Y.-based firm is doing better
as the number of competitors shrinks,
says Michael Elia, company president

Land CEO. Margins are improving, too, he

says. Sevenson is winning one job in four
these days, compared to one in 10 previ-
ously, says Elia.

If corporate cannibalism makes some
companies disappear, it also creates
space for newcomers—one-ifth of the
Top 200 weren’t on the list last year.
Many of them have developed expertise
within a region or with a specific client
base. Both' characteristics hold true for
the No. 200 firm, Locus Technologies.
The Walnut Creek, Calil.-based company
claims to be the largest groundwater
consultant in' Silicon Valley, boasting a
client roster that ‘includes Hewlett
Packard and Fairchild Semiconductor.

High-tech clients are a good fit for a
firm that is trying to leverage ‘its own
technology to bottom-line results, says
President and CEO Neno Duplancic.

“Most people are using the Internet to
do research or buy something,” he says:
“We ‘have carried the whole thing one
step further, to phy51ca11y control systems
around the world.” Locus develops Inter-
net-based control platforms for pump-
and-treat plants that enable an operator
to work from a dedicated Website, an
easy way to cut long-term O&M costs.

Federal expenditures inched forward
for the Top 20 firms in that sector in

1998, showing a 4% growth rate above
1997. State and local munlcipahtles
picked up some of the slack, growing by
10%. At the federal level, Defense Dept.
work is declining; several major contrac-
tors say. Remediation contracts actually
fell 10%, according to her numbers, says
Joan Berkowitz.
PRIVATE PROFITS
By contrast, the Top 20 private business
sector market a robust 45% gain in 1998,
to $10.2 billion. Industrial clients are
embracing outsourcing and design-
build, but there are pitfalls, warns Steve
Hough, marketing director for Santa
Ana, Calif-based Carollo Engineers, a
water-wastewater treatment specialist. “I
don’t think the industry has figured out
howto do de51gn -build and protect own-
ers’ interests,” he says. “We have seen sev-
eral [competitors’] projects recently
where treatment plants have been com-
pleted, then were not able to comply
with treatment requirements.” Design-
builders are often notin synch with
equipment suppliers, he adds.
Design-build is catching on, says Ken
Jacob, CEO of Cajun Contractors in
Baton Rouge. “We’re involved in several
alliances, with engineering firms, equip-
ment manufacturers and even .other
contractors to go after design-build
‘work. We’re getting calls all the time.”
Outsourcing has been profitable for
Quanterra Inc. The Englewood, Colo.,
firm has been working in Alaska as an
outsource contractor for the Alyeska
pipeline, doing environmental and oper-
ations work, says Vice President Brad
Figley. Pharmaceutical firms also are pro-
viding work, he says.

- Public sector outsourcing is “a big part
of our growth across business lines,” says
Diane Creel; CEO of EARTH TECH, Long
Beach, Calif. The firm is helping the
Navy dispose of property at the shuttered

-Long Beach naval shipyard: “The gov-

ernment can’t convey property back

-until they have a plan for asset distribu-

tion,” she says. “We’re getting paid to dis-
tribute assets and getting a percentage of
assets that we sell. It’s a good rnargm
business.”

Creel has pushed EARTH TECH into
the No. 9 spot on the Top 200 with sev-
eral years of aggressive acquisitions that
were funded by parent conglornerate,

-Tyco International, and says she isn’t fin-

ished shopping. The IT Group’s DeLuca
says he’s not done either, nor does he
expect his competitors to quit. Cajun’s
Ken Jacob says a shake-out is inevitable,
that he’s seen these cycles before. Maybe
that’s the point: The environmental
industry has reached adulthood. 3
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