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Preface

Being a consultant shares many similarities with being a manager but there are important
differences. Doing a student consulting project is a good way for the uninitiated to experi-
ence what it is like and more importantly practise the key skills required. This book aims to
offer comprehensive support to students undertaking a consulting exercise as part of their
course. It will be of value to undergraduates and higher degree students, offering a range
of insights, tools and practical advice appropriate for both levels. Although the book is pri-
marily aimed at those studying management, we recognise that students studying many
other disciplines undertake consulting projects, such as those on engineering, IT or creative
courses, so it is relevant for them as well.

The first edition of Management Consulting was published 20 years ago and since then,
this book has occupied an almost unique niche in providing students with the tools to
undertake a consulting project, while at the same time providing a framework for new
professional practitioners to use. For the sixth edition, we have added some new material
to reflect the way in which the world of management consulting is evolving in the rapidly
maturing digital age. The businesses the consultant works for are changing, but many of the
same challenges remain. As more businesses use external consultants, they have become
more demanding as clients expect more concrete evidence of success. Gone indeed are the
days when the seasoned operator could just say ‘Trust me, I'm a consultant’. Our favourite
cartoon depicted in Figure 4.2 is perhaps becoming a thing of the past but it serves as a use-
ful reminder that successful consulting is about both the client and the consultant working
together as equal partners.

Both authors have many years’ experience in the world of business and consulting in par-
ticular and this provides a counterbalance to the more academic literature on management
consulting in other texts. In addition Jeremy Wilcock is Lecturer in International Marketing
at the University of Hull, where he has also spent many years strengthening the Business
School’s relationships with its Corporate Partners and the business community in general.
He has lectured in strategic management at undergraduate and MBA level at Hull, super-
vised and assessed student teams working on Management Consulting projects and has
acted as academic supervisor for successful Knowledge Transfer Partnerships.

This book can be used both as a reference point to check on tools and techniques and
used sequentially to manage a consulting project. Part One (Chapters 1-3) is concerned
with consulting in its managerial and business context. Part Two, on project proposal and
start-up (Chapters 4-6), considers the factors that a student should look at to successfully
win and start a project, including vital analysis skills. Part Three, on undertaking the pro-
ject (Chapters 7-10), considers the key project management and relationship-building
skills required for successful delivery. The final part of the book (Chapters 11-12), on deliv-
ering the product to the client, considers communicating the outcome of the project and

XV



Preface

learning from it. It also looks at consulting as a profession and provides a guide to major
consulting firms and the career structures they offer to those who are considering consult-
ing as a future career.

Another way to use the book is to divide the sections into the consulting experience and
the consulting process. Figure P.1 shows the two areas. The experience is about what is con-
sulting, what it can do for a business and the skills required. The process is the mechanics by
which the reader can achieve a successful project.

The consulting The consulting
experience process
Consulting & | Chapter 1 (1.3-1.4) Overview ——> Chapter 2 (2.4-2.8)
management
-E Chapter 3
Chapter 8 8.3) P | Chapter 4 (4.3-4.5)
: roposal —+—> Chapter .3-4.
Consulting & > Ghapter 1 (1.1, 1.4-1.9)
Chapter 2 (2.1-2.3) o
Prellmlnary_ Chapter 5
Consulting review
skills . Chapter 4 (4.1)
-EE Chapter 7
Chapter 11 Managing the
; — Chapter 8
_ t
(11.1-11.4,11.7) projec Chapter 10
Consulting
E Chapter 6
tools Chapter 9 Report ——> Chapter 11 (11.5-11.7)
Using the
consulting 4+—> Chapter 12 (12.4-12.10) | Follow-up —+—> Chapter 12 (12.1-12.3)
experience

Figure P.1 Sections of the book by area

We also recognise that this book is being used by a wide variety of students, ranging from
undergraduates who are doing their first consulting project to experienced managers who
have had some experience of consulting but wish to know more. While it would be impos-
sible to identify which parts of the book are relevant for each individual student, we have
instead created some pathways (see Table P.1) for four typical users to help readers navigate
and get the most out of the book:

e Third year undergraduate (principally business) students doing first project (A)
e® Masters or PhD students without business experience (B)
@ MBA and other Masters students with business experience (C)

@ Business managers working with consultants or starting out in consulting themselves (D)
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Table P.1 Sections of book relevant for each student type to follow

A B C D
Chapter 1 All All All All
Chapter 2 All All All All
Chapter 3 - - All All
Chapter 4 4.1,43-45 All All All
Chapter 5 5.1-5.3,55 All All All
Chapter 6 6.1-6.2 All All All
Chapter 7 — = All All
Chapter 8 8.9-8.10 8.1-8.2,8.9-8.10 All All
Chapter 9 9.1-9.3 All All All
Chapter 10 10.1-10.2,10.4-10.7 All All -
Chapter 11 All All 11.4-11.5 11.4-11.5
Chapter 12 12.7-12.8,12.9-12.10 All 12.1-12.6,12.10 12.2-12.4,12.10

This is a large subject and students should look at the suggestions for key and further
reading to explore the ideas further. At the end of each chapter again there is a short case
exercise. Many of these are new and based on real cases (though again names have been
changed to protect the guilty!). In addition, there is a longer case study that runs through-
out the book on a strategic consulting exercise undertaken at the Apollo Tech Solutions
company. The latter is designed for the student to use the knowledge learned in the preced-
ing chapters. All of these changes are in a large part in response to the reviewers of the fifth
edition, who gave us many valuable comments and feedback as to how we could improve
the text. We would like to thank them for their contributions as well as Margaret Dewhurst,
Tony Kellett, David Bishop and the team at Pearson, for all their help and support, without
whom this would not be possible.

We hope that this book will both aid your consulting project and make it more interest-
ing and rewarding, whether as a student exercise or in real life.

Louise Wickham
Jeremy Wilcock
August 2019
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The nature of management consulting
and how it adds value

Learning outcomes

The main learning outcomes from this chapter are to:

® appreciate the history, structure and dynamics of the global consulting industry;
e understand the nature of management consulting as a managerial role;

e appreciate the nature of the client-consultant role relationship;

e recognise the responsibilities of the consultant;

e understand what motivates a business manager to bring in a consultant;

® recognise the ways in which a consultant can add value for a client business;

e explore why businesses fail and need a consultant;

e understand the things a consultant can offer a client business by way of
value-creating support.

What is a management consultant? The MCA (Management Consultancies Association Ltd)
defines management consulting as ‘the creation of value for organisations, through improved
performance, achieved by providing objective advice and implementing business solutions'.
This sentence encompasses some very critical points: the client organisation expects value for
its investment. It needs high-quality and practical advice that it can use. This advice, when
implemented, should lead to a measurable improvement in the organisation’s fortunes. But this
advice should be dispassionate and impartial - the consultant should not simply aim to please.
If it requires major changes to the way the client operates, the advice should be communicated
without fear or favour. This needs skill, competence and confidence.

The management consultant’s expertise must deliver value to the client organisation.
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1.1

From figures provided by the MCA, the UK consulting industry has grown from its early
beginnings in the 1950s to a business worth around £10 billion, employing around 40,000
consultants. The industry is also said to contribute around £1 billion to the UK’s balance of
payments by employing its talents overseas. So by any measure, consultancy is valuable and
valued. The management consultant should therefore live up to high expectations. For a more
sceptical, yet even-handed, assessment of the management consultancy industry, the student
is recommended O’Shea and Madigan’s Dangerous Company. This contains some useful case
studies and, in the authors’ words, ‘has ripped back the curtain and exposed the practices of this
secretive industry to the light of day. It has changed the formula of the consulting relationship,
putting power back where it belongs, into the hands of the people who pay the bills'.

The history of management consulting

When did management consulting start? Well, if it is defined as providing professional services
(or advice) to businesses for a fee, then it is likely to have started not long after people began
trading with one another. Someone who could help another make more money would always
be in demand! Certainly the expansion of the colonial network of the Western European
countries in the seventeenth century relied on the ability of the state-endorsed private trading
companies to successfully develop the economies of the new colonies. The dissemination of
technical knowledge, such as planting the right economic crops, was therefore vital. The new
English colonies in Virginia initially failed to take root both literally and metaphorically when
the attempts to grow various crops there ended in failure and resulted in near starvation for
the colonists. Only the successful introduction of tobacco in the 1620s ensured its long-term
survival and provided the basis for more English colonies in North America.

With the industrial revolutions of the eighteenth and nineteenth centuries in Britain,
Europe and America, consultants with expertise in improving production processes
started to emerge.

Arthur D. Little, for example (whose eponymous firm, ADL, was founded in 1886), was an
engineer who helped businesses make best use of the new technologies such as the telegraph
and the railways. Alongside these technical experts, accountants began to recognise that they
could offer businesses additional services to the traditional audit function. One of the first
of these was Andrew T. Kearney, who founded his firm in 1926: the same year that fellow
accountant James O. McKinsey set up his new consulting business. Their aim was to pro-
vide not only financial but also management advice. These early firms provided the training
ground for consulting professionals and most of the larger operations today were started by
alumni of ADL, McKinsey and A.T. Kearney from the 1960s onwards. For instance, in 1963
Bruce Henderson left ADL to set up the Boston Consulting Group.

It was the large mainstream accountants such as Andersen and PricewaterhouseCoopers
who came to dominate the consulting business in the 1980s and 1990s.
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The consulting industry today

Concern was expressed that there was a conflict of interest between their audit and consult-
ing practices with too much overlap. Pressure was put on the firms to set up Chinese walls
but doubt remains as to how effective they are. A few, such as Andersen, eventually split off
their consulting business in 2001, which was renamed Accenture.

The market had been very buoyant until 2001, growing in excess of 10 per cent per
annum. However, in 2002, for the first time in three decades, the market fell by 6 per cent
(Kennedy Information, The Global Consulting Marketplace, 2003) due to a tougher IT mar-
ket and an increased scepticism among consultancy buyers following the Enron/Andersen
accountancy scandals. The net result was a reduction in the number of consultants employed
(an estimated 15 per cent of consultants left the profession in 2002) and also a reduction
in the average fee rate. This proved to be a short-term setback, as the industry continued to
grow after a flat year in 2003 due to three main factors. The first was the increase in core
demand from laggard industries as trends such as globalisation and information technol-
ogy increased the complexity and competitiveness of the environments in which businesses
operated. Managers recognised the importance of knowledge rather than simply products or
price as a basis for competing. Businesses now wanted to stick to their core expertise and so
they wanted to bring in specialists to manage non-core activities when they are needed. The
continued strong growth in outsourcing is a testament to this (see Section 2.2).

The second factor was the continued demand for IT spending as the use of technology
became more critical to effective modern businesses. The internet had a major impact on
the way many established industries operated. It is estimated that digital-led consultancies
now account for a quarter of all consulting business in the UK (Keynote Business and Other
Management Consultancy Activities Market Report, 2015). The third factor in the growth of
consulting was the increasing demand from governmental and associated organisations
(see Section 2.3). In recent years the boundary between the private sector and the state has
been pushed back and become blurred. This is a worldwide phenomenon. Increasingly, it is
accepted that government has a role only where the market cannot operate but would still like
to exercise some degree of influence. As a result, government departments are outsourcing
work and offering tenders to private firms for capital projects. However, these have started
to be reined back in recent years.

The consulting industry today

The size of the consulting industry today depends on the definition of what is or is not a
consultancy project.

Most definitions of consultancy would include the following: information technology (IT)
consulting and system integration; management consulting including strategy, operations
management, human resources management, project and change management; outsourc-
ing and other specialist roles, such as training, executive selection and audit.

In addition, some estimates also include business advisory services that include all merg-
ers and acquisitions and public flotations work done by accountants, merchant banks and
other financial institutions.
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The fact that there can be no hard and fast definition of the consulting industry is
reflected in the differing statistics available. Reuters estimate that the market will total
$201 billion by 2025 with a healthy growth rate of more than 4.61 per cent over the period
2018-25, whereas Adroit Market Research project a figure of $344 billion. Europe is expected
to exhibit the fastest growth and is anticipated to register a CAGR of 3.4 per cent over the
forecast period owing to evolving features and increasing legislation in the management
consulting industry in the region. Overall the market is experiencing strong growth due to
internationalisation, the highly volatile economy in both developed and developing coun-
tries and the growth of new segments (e.g. design thinking, digital and cyber security). The
primary driving factors for the global management consulting market are held by Adroit to
be the increasing need for the compliance to regulations, operational efficiency and techno-
logical advancements.

The consulting industry’s main sources of business in Europe tend to have been oper-
ations, financial advisory and IT, and to a lesser extent strategy and human resources. Key
industry sectors have been banking/insurance, manufacturing (chemicals, consumer goods,
automotive, aerospace and defence), public sector (though now reducing in importance),
telecommunications/media, energy/utilities, transport/travel, wholesale/retail, healthcare
and pharmaceuticals.

Figure 1.1 shows the trends and relative importance of these sectors in Europe from 2004
to 2017. Further detailed statistical information is contained in the annual report prepared
by FEACO, University of Rome Tor Vergata (2018).
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Figure 1.1 Share by industry sector of European consulting market, 2004-2017



The consulting industry today

The market throughout the early part of the twenty-first century has reflected the cyclical
nature of the world’s businesses and economies. Up to 2008 the market was very buoyant, with
business coming both from the private and public sector. However, the global financial crisis and
the subsequent reining back of expenditure meant that there was a sharp drop in consulting work
of between 5 and 10 per cent in 2009. When the world economies recovered slightly in 2010 and
the early part of 2011, buoyed up by their respective governments’ financial stimulus packages,
demand for consulting also increased. However, as more countries introduced debt reduction
programmes that were starting to bite in the second half of 2011, the outlook for consulting again
became less favourable, particularly for those firms who relied heavily on public sector work.

What has been notable about this most recent economic recovery is that consulting firms
have rebounded at the same time as their clients (Kennedy Information, The Global Consult-
ing Marketplace 2010-2013). Previously, there was a delay as firms recovered confidence
and started spending again on what was deemed non-essential items, such as consulting. This
reflects the fact that the consulting market has matured and is now seen as an important part
of business operations. This is particularly true for operations management where businesses
are continually striving to improve the way in which they operate. Business advisory services
have continued to be an area of growth, reflected in part by government legislation but also
because this is a more difficult area to compete in and fee rates have remained high.

The trend is for players to be large with a global reach or small and offering a specialised
service.

The main types of consultant firms are as follows.

IT firms

As the cost of their traditional products (hardware and software) become more competitive
and profits are driven down, the IT companies have increasingly looked towards consulting
as a means of increasing revenue. At first they tried to achieve this organically but often did
not have the credibility or the critical mass. So the trend has been to buy consulting busi-
nesses, particularly those from the accounting firms; for example, IBM’s purchase of PwC
Consulting. However, the sale of AT Kearney by the company EDS to its management team
in January 2006 may indicate that the fit between mainstream consulting and IT consulting
may not have been that profitable.

Accountancy firms offering consultancy

There has been a major change here following Andersen’s woes. In response to criticisms,
many of the accountancy firms sold off their mainstream consulting operations either to the
management or to other consultancies (particularly IT). They have since rebuilt their consult-
ing services businesses and these have become a significant part of their business. For instance,
the advisory services of PricewaterhouseCoopers (PwC) earned revenues of $19.1 billion
in the year to 30 June 2018, 46 per cent of their total revenues (Company Report, 2018).
PwC further increased their consulting services business by combining with Booz & Co,
a specialist strategy consultancy, in 2014 to form ‘Strategy&’.
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Major consulting-only firms

These are large firms with a global reach. Their core business has always been consulting
and they offer a wide range of services. Table 1.1 gives their most recent revenues available
and their market share.

A number of leading consultancy firms issue magazines or journals (e.g. McKinsey
Quarterly: www.mckinsey.com/quarterly/overview). These provide a medium for commu-
nicating new ideas on themes in management consulting. They are available online and are
worth reviewing, both to keep track of development in management thinking and as a good
source of information on individual consultancies, particularly their specialisms and style
of working.

Table 1.1 Top 10 consulting firms by revenue and market share (2018)

Rank Company Revenue ($bn) Market share (%)
1 Deloitte 20.5 10.9
2 PwC 19.1 10.1
3 EY 17.5 9.3
4 KPMG 13.3 7.1
5 Accenture 10.4 5.5
6 McKinsey & Co. 9.2 49
7 BCG 6.4 34
8 IBM 3.6 1.9
9 Bain & Co 35 1.9

10 Booz Allen Hamilton 29 1.6

Top 10 106.5 56.6
Others 81.5 43.4

Source: Gartner. It measures business consulting services, including business process transformation, business process redesign
or re-engineering, business performance improvement, corporate compliance, risk management, governance and sourcing
advisory.

What a management consultant does

Management consulting is a special form of management activity.

A management consultant is paid for going into an organisation and undertaking a spe-
cial project on its behalf. This can be for a profit-motivated commercial venture, non-profit
organisations such as charities or government and other public sector bodies, whether local,
national or international. Of late, however, there has been a challenge mounted against what
has been alleged as the wasteful over-use of consultants in the public sector. In the new era
as budgets come under increasing scrutiny the management consultant will be challenged
more than ever to deliver real value for the cost of being hired, especially when public money
is used.


www.mckinsey.com/quarterly/overview

1.4

The client-consultant interaction

A management consultant offers their management abilities, expertise and insights to
the client business in order to create value for it. However, it is a cost for the client business
and competes with all the other factors a business needs if it is to grow: money for invest-
ment; people and their skills; raw materials and equipment. The client will find the service
the consultant is offering attractive only if it is something that the business cannot provide
for itself. Further, it must be the best investment option on offer given all the other things
the business could buy in.

This means that a consultant must understand a number of things from the outset. The
consultant must know why what they are offering will be of value to the client business and
that it represents a good investment opportunity for the business given the opportunity cost of
other investment options. This forms the basis of what the consultant can sell to the business.
The consultant must recognise what they will enable the business to do in its marketplace,
why the business cannot do this for itself and how the individuals who make up the business
can unify around the project.

Although management consultancy is seen as a specialist management role, the con-
sultant must have the skills of a general manager. The consultant must not only be able to
undertake specific (and often technical) projects, they must also be able to market what they
offer, sell the product to clients and manage a relationship with them. This is a challenge.
Experience in consulting provides a fast learning curve in management skills, though consult-
ants should not lose sight of the fact that their credibility will only be defined by the quality
of the advice and recommendations that they put forward.

The client-consultant interaction

The consultant’s tasks are management tasks.

The consultant is a manager. Like any manager, the consultant will at times take on many, if
not all, of the ten roles defined by Mintzberg. These are:

Interpersonal roles The figurehead
The leader
The liaison

Informational roles The monitor

The disseminator
The spokesperson

Decisional roles The entrepreneur
The disturbance handler
The resource allocator
The negotiator

The consultant’s role parallels and integrates with that of managers within the client organ-
isation. Through this interaction the client—consultant relationship is built.

The consultant who moves into an organisation must define the relationship they wish
to create with the managers who already work in the client business and possibly with some
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