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Industry surveys are reporting 

2017 M&A valuations for 

environmental consulting and 

engineering (C&E) firms at 10-year 

highs, citing record breaking P/E 

ratios and valuations of publicly 

traded companies, a demand 

from buyers to grow through M&A, 

and a shortage of companies 

available for acquisitions.   

While this would seem to be good 

news for sellers, what was a 

surprise to many, including us, was 

that 2016 and the start of 2017 

actually saw a dramatic decline in 

M&A deals in the environmental C&E sector.   

Engineering News Record (ENR) reported a double-digit falloff in M&A activity in 2016, 

to the lowest level since 2013 and the sharpest decline rate since the recession.  M&A 

reports for Q1 2017 show M&A deals falling off by 17.9% versus the first quarter of 

2016. To be clear, deals are getting done at all levels as reported by 2020 Environmental 

Group and other industry M&A advisors. Just not at the higher volumes we saw in 2015 

when valuations were lower.   

So, what are we to make of this disparity in the market?  Will the trend continue? 

Thinking about this reminded me of one of my favorite Joni Mitchell songs, Both Sides 

Now, because clearly there are two sides to this story. 

On one side, many sellers are sitting on the fence, first citing uncertainty around the 

2016 election, and now a cautious “wait and see” attitude.  Among companies hit by 

the downturn in the oil and gas or mining sectors, there is a hoped for return to normal.  

For those companies in the current hot markets of infrastructure, transportation, water 

and real estate development, many have decided to ride this wave a while longer.  



We continue to see the issue of company owners who are nearing retirement but are 

avoiding the topic of ownership transition.  When asked about internal ownership 

transition plans, most say their employees have no interest in ownership, or do not have 

the financial resources and risk profile for this commitment.  When asked if they are 

prepared to consider a sale to an external buyer, the answer is often “sure, for an off-

the-charts multiple.” After they realize their price expectations are unrealistic, and their 

company has not prepared in advance for a sale process, they are left with just staying 

the course. 

Buyers offer the other side of this story. Interestingly we are seeing many traditional 

buyers sitting on the fence as well. Either they decided to take a time out on M&A to 

allow for the integration of deals already made, or are becoming much more selective 

in pursuing acquisitions that fit their strategy.   

A changing profile of buyers is also affecting the market with the entrance of small to 

mid-size firms ($15-$50m in rev) who previously thought the M&A game was only for the 

big boys, but now realize they too can play.  The challenge with these smaller company 

buyers is that they generally have limited M&A expertise and therefore take 

considerably longer in finding a strategic acquisition, and subsequently closing the 

deal. 

So will these high M&A valuations last?  2020’s industry database continues to point to a 

pipeline of 750+ small and mid-size environmental firms across the U.S. ($5 - $25m in 

revenue) who are baby-boomer owned, and eventually need to make the decision to 

sell internally to their employees or externally to a strategic buyer.   

Potential sellers who are weighing their options may decide that with several years of 

strong financial growth under their belt, the time is right to go to market.  Those firms 

who get in early are likely to benefit from the current high valuations.  However, should 

there be a glut in the number of sellers entering the market over the next 12 months, the 

change in supply and demand is likely to result in lower valuation multiples. 

Looking further out, should we see signs of an economic recession (speculated for mid-

2018), or a drop off in the current hot markets for environmental C&E services, 

companies who thought about riding the wave could find themselves in an M&A 

market downturn similar to 2013. 

If you would like to learn more about what we are seeing in the M&A market, please 

feel free to give us a call. 
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