=]
=
[~

The BTI Survey of
Environmental Consultant Business Strategies
How Environmental Consultants Compete

Prepared by

The BTI Consulting Group
167 Milk Street, Suite 340
Boston, MA 02109

Tel: (617)439-0333
Fax:(617)439-9174
info@bticonsulting.com

www.bticonsulting.com
Copyright 2001-2002 The BTI Consulting Group, Inc. All Rights Reserved



(B i Table of Contents

Introduction

The BTI Survey of Environmental Consultant Business Strategies: What You Need to
Know to Thrive in Today’s MarketplaCe............ueeeeiiiiiiii e 1
Y 0T 11 10 = I PSSR 3

Underlying Market Factors

Continued Market Growth and Client SPeNnding.........cccouiiieeeieeiiiiiieeeerre e e e e e e e eeeeeeaeens
Yet Client Satisfaction Continued on Its Downward Trend........o.ooeeeve e 5
IS ThAat ClIENTFOCUS WE S ettt et v 3]

Environmental Service Firms' View
on the Potential for Growth

Consulting Firms Less Bullish About Potential for Growth..................viiiiiiie 7
Environmental Firms Focus on Business Development, Recruiting and Acquisitions
AS the KeY 10 GIOWLN......coeeeeeeeeee et s 8.
BUSINESS DEVEIOPMENT. .. e ettt
=T 0T T PP 8
oo U] 1= 1§ o ] o 1 9
N B SBIVICES. ..t iiie e eee ettt et e e ettt e e e e e e et e et e e e e e e e et e e et e e e e e e eeeeeeesssssas s mm——— 9
(€10 [ £=To] o1 [o =brd o T= 1 1S3 (o] o OSSP 9
INterNal GrOWLN... ..o e e rnnas 9
9

PO It FOCUS . e e e e

The BTI Survey of Environmental Consultant Business Stratdg@ms:Environmental Consultants Compete 2002
Pagei



E
=

e

Table of Contents

Critical Success Factors

Understanding What Drives and Impact Success: The Critical Success Factors............... 10
Highest Impact: Critical SUCCESS FACIOIS .......ciiiiiiiei i 11
What Environmental Executives See as the Truly Critical Success Factors....................... 11
Providing Value for the Dollar Still Leads the Way ..........cccooeiiiiiiiiiiiiiieeerrs e 11
Client Management and Project Management Tie for Second Place...........cccccccceeiiiiiiiiieeeennn, 12
(@4 1T o1 Y =T = To [T 0 =T o) 12.....

[ (T T=Tod g1V F= T = To [T o =T oL 13.....
Business Development Much More Critical NOW ............uuuieiiiiiiiiiieecceeceeeeeeeere e 13
Technical SErvICe DEIVEIY .......uuueieiiiii e 14......

o (1011 14

Helpful BUt NOt DIIVING ...eveeiiiiiiiee e e e e e e e e e e e e e e e e s e e e e e e e e e e e 14...

1Y V2] 1] o 15
Information TECHNOIOQY .......ccoiiiiiieeee e e e e e e e e 15.....
Y1 = (=0 (o F= T T T 15

Less Important and Less Impact—Or is That Underated..............ooovvvviiiiiiiiiiiiiieeeeeeeeeeee, 15
Using the Internet for Internal Work Collaboration and EXtranets...........ccccccceeevvvvveeiviiicineeennn. 16
Developing CommOoN WOIK PrOCESS........ccciiiiieiiiiiiiiiiiia s e s e e e e e e e e et eeeeeeaeaasanass s e s e eeaaasaaaeeeeeeessnnes 16
HUMAN RESOUICES ... e e e e e e e e e e e e s 17....
Financing Strategies and Mergers & ACQUISITIONS .........cccoviiiiiiiieiiiiiiiiiisseee e e e e e e e e e e eeeeeeeaaeeannnns 17

The BTI Survey of Environmental Consultant Business Stratdg@ms:Environmental Consultants Compete 2002
Page ii



E
=

e

Table of Contents

Obstacles to Growth

Recruiting and Retaining People More Compelling Than Ever—What Will Firms

DT 302 oo U1 | PSS 18
Competitive Rate Pressure Registers as the Second Most Compelling Issue ...........cceeeeeeeee. 19
Company Growth—A DiStant TRIFG .........uuueeiiiiiieie e e e e e e s 19
The Compelling Nature of the Second TIier ISSUES ..........uuuuueiiiiiiiee e 19
CONCEIN OVEI MONEBY ...ttt et e e e et e e e et e e e et e e e eaa e e s mees 19......
BUSINESS DEVEIOPMENT ....ueiiiiiii it e e e e e e e e e e e e e e e s e e e e e e e e e e e e oo 19......
NeW t0 the LISt—ServiCe DEIIVEIY .......ccooiiiiiieeeicie e e e e e e e e e eeeaeeees 20
OFNEI ISSUBS ... e e e e e e e e e e e e e et e et et bbbt e e e e e e e e e aaeaaeeees 20
Biggest ObStacles t0 GrOWEN ........ooeiiiiiiiiiiie e e e 1....... 2

P B O et e et bt —————— 21
BUSINESS DEVEIOPMENT ....ueiiiiiii it e e e e e e e e e e e e et s e e e e e e e e e e e e e oo 22.......

B L= oo T 2V 22

01T = P 22
Financing—LooKIiNG O MONEY .......coooiiiiiieee e e e e e e e e e e eeeenannes 23
SEIVICE DEIIVEIY ittt a e e e e e e e e e e e e e e e e e es s menenanan 23

(@0] 101 o 1=3 111 0] o U 23

L= Lod (= U o o 1SS 23

(@ 11 01T SRR PPPRTPPRPPRR 23
Changes in the Obstacles to GrOWEN ............coooi i e 24
People the Biggest Obstacle to Growth EVEr ...........oooiiiiiiiiiiiiiiiiee s 24
Economic Concerns New 0N the HOMZON .........ouuuuiiiiiiiiee e eeeeeeennnees 25
Competition MUCh LeSS Of @ TR AL .......ccceie e e e e e e e e e eeees 25

The BTI Survey of Environmental Consultant Business Stratdg@ms:Environmental Consultants Compete 2002
Page iii



Table of Contents

=
=
= il

Market Strategies

Strategies MOVING FOMWAIT .........ooiiiiiiiiiiiei et e e e e e e e e e e e eeeeeesnerannnas 26
The 3—Pronged Approach: Recruiting, Client Focus and Business Development .................... 26
o (1011 26

(@4 1T o B o Lo U PP RRRERRRR 27
Business Development—The Third Leg in the Mission Critical Stool ............cccooveiiiiiiiiiiinnne. 27
INEW SEIVICES ..eiiiiiiieeeee e ettt ettt et e e e e e e e e e e e e s s s s bbbt b bbb b ettt e et e eaeeeaeee e e s s s 27
TECNNICAI SKIllS ... e e e e e e e e e e e e e s s 28

LT (011 o 28

NEW BUSINESS MOEIS ......ouuiiiiiiiiieeee et a e e e e 28.......
1= T T Vo 28
Training and Staff DeVEIOPMENT............euiiiiiieie e e e e e e e e 8. 2
ACGUISITIONS ..ot e ettt e ettt r e e e e e e e e e e e e e et eeeeeesetenan s ¢ s— 29
CHENE REIENTION ... e e e e et e e e et e et bbb e e e e e e e e eeeaeaeeeennees 29

Firms Focus on Offering New Services

Firms Also Looking to Combine Approaches to the Market ...........cccceeeeiiiiiiiiiiiiiiiiiiiiiiinns 30
New Services to Existing Clients—The Key t0 Client FOCUS ...........uciiiiiiiininiiiiiieeeeeeiiiiiinnn 31
Existing Services to Existing Clients—Growth in the Short Term ............cccoooviiiiiiiiiiciciieneen. 31
Existing Services to New Clients—Up Hill and Into the WINnd .............ccccoiiiiiiiiiiiiiiiiiiiiis 31
New Services to New Clients—Another Big Challenge ... 32
Multiple Approaches—Trying to Hit Multiple Targets at ONCe ........ccoooveeeeeiiiiiiieeeiiiiieeeen 32

Client Focus Holds Steady While Other Strategies DIop ........coovveiiiiiiiiiiiiiieieeeeee e 33
Some Key Changes iN Srat@QY ........ooeeeiuiiiuiiiiiiiiee ettt e e e e e e e e e e e e eeeer e e e eas 33

How Environmental Service Firms Differentiate Themselves ..........cccccooviiiiiiiiiiiiiiiiiiiiiiinns 35
Competing on the Most Common DENOMINALON ...........ooiiiiiiiiiiiiiiiie e 35
Client Focus—Doubles as a Differentiator.............ooeuviuiiiiiiiiieeeee e 36
Size—An Alternative to Differentiating on SKill ... 36
Other DIffErEeNtALIONS .........cevviiiiiiiieiiiiiiiii e e e e e e e e e e e e e e e e s mmmmmm————— 36

Look to New Differentiators GoiNg FOrWAI ............coiiiieiieeeieiieiieeeeiiiiiees s e e e e e e e e e e e eeeeeeeannnens 37

Client Focus on the RiSE @S @ Differentiator .......c..ee e 38

The BTI Survey of Environmental Consultant Business Stratdg@ms:Environmental Consultants Compete 2002
Page iv



E
=

e

Table of Contents

How Environmental Services and New Services are
Being Planned and Offered by Environmental Service Firms

New Services Environmental Firms Plan to Offer ... 39
EMIS/INfOrmMation SYSIEMS ....uuueiiiii it e e e e e e e e e eaes 40.........
0T (0 | PP 40
REMEAIATION ...ttt et e et e e e e e e e e e e e s— 40
Environmental Management SYSTEIMS ........ccoooiiiiiiiiiiiiiiiiie e e e e e e e e e e e e e e e aaeeeees 40
(@ 11 (=0 11 ] o] [T [ 41

Asset Management and Facility Management ...........ccoiiiiiiiee i e e e e e e e e e e eeeeananens 41
TeIECOMMUINICALIONS .....utiiiiiiiiiiiiei ettt e et e e e e e e e e e e e e e e s s e e s bbb b e s e 41....

NO NEW SEIVICES ..coeeiiiiiiieeeii ettt et e e e e e e e e e e e e s s e e et et et e e e e e s s 41..

(@1 1= PP TP PP PP P RS PPPPP 41

Many New Services This Year—But Infrastructure Disappears .........ccccvvvevvvvvvvnnciiineeeeenn. 42
Planned New Services MisSing ClientS’ NEEUS ..........uuuuuiiiiiiiiie e e e e e e 43
Strategically Looking to Fill CHentS’ NEEAS .........uuuiiiiiiiiiieeeiieeeeeeees s e e e e e e e e e eeeeaenanens 44

The BTI Survey of Environmental Consultant Business Stratdg@ms:Environmental Consultants Compete 2002
Page v



Table of Contents

How Environmental Service Firms are Using
Information Technology to Change Service Delivery

Information Technology Rapidly Emerging as a Service Delivery Tool..........ccccooveveeeeenn. 45
Still the Largest Group—Who is Foregoing Information Technology..........ccocccuveeveieiiiiiiiieneeennee, 46
MOVING 10 PIOCESS ... .oiiiiiiiiiiiiitiie ettt e e e e e e e e e e e e e e et e et e eab b e s s 46..

(@] 001 a 01U T o1 o=V [0 1< PSP 46..

(O 1T o1 B T =T = KPP 46
DEIIVEIADIES ... e 46
Common Work Platform—the Biggest Bang for the Technology BucK............cccoeiiiiiinee. 47
Big Moves Towards the Value AdEd ..........oouiiiiiiiiiiiii e e e eeeeeeeees 48

Strategic Gaps Between Environmental
Service Firms and Customers

Comparing Environmental Service Providers’ Satisfaction Metrics With Client
Satisfaction and SeIECHON CHLEIIA . .......uuuiiiiiiiiiiiiiii e e e e e 49

TOIIMNS OF U S .ottt e et e et e e e meen e 50

The BTI Survey of Environmental Consultant Business Stratdg@ms:Environmental Consultants Compete 2002
Page vi



E
=

Introduction

The BTI Survey of Environmental Consultant Business Strategies: What You Need to
Know to Thrive in Today’s Marketplace

The BTI Survey of Environmental Consultant Business Strategies: How Environmental Con-
sultants Compete 20@2the only source that enables you to understand how environmental com-
panies compete in today’s exciting, challenging and highly competitive marketplace. Brand new for
2002, itis based on more than 70 open-ended interviews with top environmental executives at
environmental consulting firms throughout the U.S, including small, medium and large firms.

We recommend you use this exclusive information to:
» Understand how environmental firms’ executives perceive and deal with barriers to growth
* Delineate the compelling issues facing top environmental executives today
» See what new services your competitors are offering and plan to offer

» Assess the impact of strategic mismatches and disconnects between environmental service
firms’ offerings and customers’ needs

« Evaluate the impact of information technology on service delivery and how that has changed
« Calibrate your strategy against other firms
* Help plot your next strategic and competitive moves

Our clients use this document as part of their business planning and self-analysis programs. A large
number also ask their senior management team to comment on the issues and then compare their
responses to the industry benchmarks in this report. This facilitates objective discussion and analysis
of your firm's position and strategy, as well as its strengths and weaknesses.

The market for environmental services remains strong as we release this report, but it is also more
challenging than ever. Client satisfaction is again at an all-time low; clients continue to develop
strategic sourcing programs; and are pushing harder for improved quality control and uniformity
across their consultants’ staffs and offices. In the midst of these challenges, environmental service
firms are focusing and trying to get more done with less resources, in light of an increasing shortage
of qualified staff. They are trying to understand the impact of their clients’ new buying strategies and
information technology needs, while mapping out new services for the flhe&TI Survey of
Environmental Consultant Business Strategies: How Environmental Consultants Compete
2002is the only authoritative source for delineating how environmental service firms are moving
forward and responding to these challenges.
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Introduction

Unlimited Telephone Support

Each and everyhe BTI Survey of Environmental Consultant Business Strategies: How Envi-
ronmental Consultants Compete 2@@2nes with unlimited telephone support. We encourage a
dialogue with all our clients, and are dedicated to helping them get maximum benefit from this report.

Please call us at (617) 439-0333 or send us an email atinfo@bticonsulting.com. You will find us
responsive, helpful, and to the point.
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About BTI

The BTI Consulting Group is the leading provider of high impact strategic information to the environ-
mental services and environmental management community. BTI boasts the largest research knowl-
edge base in the world on the buyers and sellers of environmental services. BTI has been continu-
ously benchmarking environmental management practices for the last eleven years and draws on its
database of more than 6,000 interviews with buyers and managers of environmental services to define
best environmental management practices, information technology strategies and environmental
management strategies.

For the last eight years, BTI has been benchmarking environmental business strategies (the business
approaches, steps and strategies used by environmental service firms to grow and operate their
businesses). We compare all aspects of environmental business strategies with customer needs and
market trends to identify potential gaps and opportunities in the market.

We conduct research for our own databases and conduct client-specific custom research designed to
meet our clients’ individual needs. Specifically, we help clients:

* Benchmark customer satisfaction

» Improve penetration of their client base

* Support new market entry and development

* Map out concrete steps to seize new opportunities

We also help large industrial companies learn about best practices and how to manage their consult-
ant relationships.

In addition, we help environmental service firms with strategic planning, national and key account
programs, and developing and improving all aspects of the client development process. Specifically,
we help define the steps you can take to improve your client service on the front line and develop
ways to sell work as part of project delivery. BTl benchmarks all of our client-specific research
against our national database, offering unique insights into especially effective marketing tactics. BT
also provides broad-based strategic advice on positioning, repositioning, and strategies and tactics to
help firms thrive.

For 12 years, BTl has been, and continues to be, the only market research firm to continuously track
industrial companies' environmental services needs, priorities, spending, hiring criteria and overall
decision-making. We also track market share performance and business strategies of more than 150
environmental companies. Our clients use this data as an early warning system to detect new service
opportunities and critical changes in the market.

The BTI Survey of Environmental Consultant Business Stratdg@s:Environmental Consultants Compete 2002
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BTI also publishes the highly-acclaim8ttategic Review and Outlook for the US Environmental
Services IndustryCompletely updated every year, this definitive guide to the environmental industry
reveals subtle and not-so-subtle shifts in management strategies, decision-making processes and
organizational structures. Based on more than 600 open-ended, unstructured intengrasgthe

gic Review and Outlogirovides a bird’'s-eye perspective of the entire environmental services
industry—analyzing what the market wants, identifying how customers pick and manage their ven-
dors, and highlighting key changes in the market—before they happen.

Other High-Value Publications

BTI publishes the most authoritative, comprehensive research on environmental management prac-
tices.

These publications include:
* Market Opportunities in the Environmental Management Information Systems Market
* The Survey of Environmental Management Performance
* Market Opportunities in International Environmental Consulting
» E-Strategies for Environmental Management: Opportunities for Performance
* Benchmarking Remediation Management Practice
* Benchmarking Marketing and Business Development Strategies

For further information, please contact Roanne Neuwirth, Principal, at (617) 439-0333, or visit our
website at www.bticonsulting.com
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Opportunity in Changing Times and Uncertain Times
Position Your Firm to Thrive

Business is still growing despite uncertain times. Client needs and goals
and the way environmental consultants do business—are changing ma
rapidly than ever. New opportunities exist in high value areas and spe
is holding up.

Find out how to build client loyalty in this climate and position your firm to
stand out from the competition, and build more business with happier cl

Leverage the 14 Critical Success Factors Get the Details _
See the 2 New Strategic Success Factors ~ Behind the Client Focused-Strategies
Evaluate 14 key factors the environmental Get the details behind successful implementa-

executives say drive success. Find out which tion of client-focused strategies. See what
provide the highest value—and where to go  other firms are doing to truly change the way

first. Use this to build your own strategic they do business. Benefit from our experience
priorities and invigorate your management to increase your firm’s client satisfaction and
team’s thinking. loyalty.

Recruiting Dominates the List of Compelling  Almost Half of Environmental Consultants
Issues are Changing Work Processes

Recruiting is the top challenge facing environ- Learn How Firms Are Leveraging Informa-
mental service firms. Get on top of this now tion Technology to Change the Way They
dominant problem by learning how other profes- Interact With Clients and Perform Work
sional service firms hire and retain the best and

the brightest. Get the only research available on how envi;
o _ . ronmental consultants are using information
Compare Clients’ Satisfaction Criteria With technology to change their approach to service
Your Key Differentiators delivery. See how consultants are changing
You get BTI's exclusive analysis to help you their internal work processes as well. Compare

match your differentiators (and your competi-  your strategy and capture all the benefits.
tors’ differentiators) against the factors that

clients tell us are most important. Test your Learn How Environmental Consultants’ New
views—and your positioning—against the real  Services Stack Up Against Clients’ Unmet
markgt standard—client based client satisfactionNeeds

criteria Exclusive data to allow you to calibrate new
services against clients’ unmet needs. See

Client-Focused Strategles are Surging where the real opportunities lie using the only

services to existing clients is double those selling
existing services to existing clients. Client focus gyamine Core Strategic Advantage: How

Is developing as a core strategy. Get the facts Enyironmental Consultants Differentiate
and see how these firms are using this approachrnemselves

to build client strategies. Compare to the Learn how environmental consulting firms
growing group of firms trying to implement actively differentiate themselves. See how this
multiple strategies at once. is changing—in favor of client focus. Use this
See the New Services Environmental Firms to help make your firm truly stand out. Map
Plan to Offer this to client needs and perspectives, and ygu
This is the only place where you can learn will learn how to get the elusive edge in

which services competitors are bringing into the differentiating your firm from the pack. Re-
market. Assess how this impacts you and your search shows that differentiating your firm

clients. Uncover new opportunities for your becomes critical in helping you secure those
firm. See where you stand and how you will be relationships to weather any broader market
different from other firms. changes.
© The BTI Consulting Group. Boston, MA Ordering information on the other side
All Rights Reserved. Call (617)439-0333 for more information

Compelling Research for Compelling Reséilts Or visit us at www.bticonsulting.com



The BTI Survey of Environmental Consultant =
Business Strategies:

Environmental Consultant Business Strategies

(B How Environmental Consultants Compete 2002

r——--"-"""""- - --"-"--—--—-1—--—-"8-—-—-—— 2002

Learn How Environmental Consultants Are Taking Advantage of
Opportunities in Today’s Lucrative But Competitive Marketplace

Things have changed over the last 6 months—client needs, goals an
way environmental consultants do business. In some ways, we see
change in the last few months than we have over the last few years.
the midst of this change, there is also strong opportunity to grow, buf
clients are more demanding too as they respond to their own increase.. ,
pressures. Get the only research on how environmeoalltingfirms are planning their |
firm’s future in this rapidly evolving market. BTI's exclusive research helps you map your way |
to bigger and better opportunities, happier clients, better productivity and higher margins. |

|

|

The BTI Survey of Environmental Consultant Business Strategies: How Environmental
Consultants Compete 20@2the definitive guide taompetitivestrategy in the environmental
services industry. In its 7th year, it is based on more than 70 interviews with senior executi\qes
at environmental service firms. CEOs and senior executives read it, study it, and use it as ti]eir
key reference tool for developing, assessing and evaluating their bustirsésgies.The vast |
majority of companies buy site licenses and give copies to their senior management and leader-
ship teams as a key part of their preparation for developing their business development pro- |
grams. Find new ways to get more sustainable business ¥agteut spending more. Fax
your order today! Your satisfaction gaiaranteed!
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