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While other practices or professions
trace their roots back several cen-
turies, management consulting is less
than 150 years old. However, this
sector has made giant strides in the
West, especially in the United States,

from the 1930s to the present and in
Western Europe since the 1950s.
Waves of internationalisation
occurred on both sides of the
Atlantic. Expansion got a further
boost when Central Europe opened
the gates in 1990. With that opening
and the World Wide Web, both local
and big multinational management
consultants stepped up their efforts.
Further strides are being made now
in the booming Asia-Pacific region.
We first explore historical highlights
and the key drivers of growth; then
briefly analyze service offerings, end-
use markets, available .statistics, and
company profiles. Einally, we probe
emerging trends and the contours in
this field, a sector that is an amal-
gam of managemeni practice and a
professional service. Our investiga-

tion ¿Ü ba.sed on archives, theses,
research databanks, association and
company data, and our own primary
work.

While management practice
is as old as civilization
itseb, management theory

and management consulting are of
more recent vintage. Their origins
can be traced back to the end of the
nineteenth century, and they came of
age in the twentieth. In the twenty-
first century, we shall see further
refinements in all three fields, with
diversification, transparency, and
accountability as emerging trends.
Managers, theoreticians, and consult-
ants will have to be flexible, open-
minded, and prove their mettle.
Expertise, trust, and coaching will be
valued, along with implementation.

Background and History
Management consulting is of a

younger vintage than either manage-
ment practice or management theory.
It is a high-pressure, high-level prac-
tice, but it is striving hard now to be
viewed also as a profession. Some put
the origin of consultancy in general,
and management consulting in par-
ticular, in the middle ()f the nine-
teenth century when Samuel Price,
Foster Higgins, and James Sedgwick
each began operating a business that
included "advisory practice" in
England or the United States.

According to business historians,
the first pure consultancy was that of
Arthur Little in the United States,
who started out in 1886 with a focus
on technology and "engineering eco-
nomics." It was not until 1904, how-
ever, that he and his firm moved
beyond chemical testing and engi-
neering into administrative advisory
services. In a similar fashion, George

louche, William Deloitte, and Arthur
Young each started his own account-
ing practice in the 1890s and then
shifted into auditing and advising
after 1900. Thus, the argument can
be made that true management con-
sultancy made its appearance only in
the twentieth century.

The leading U.S. accounting
firms, many formed in the first 25
years of the twentieth century, found
themselves advising large clients
about their tax and financial ven-
tures, as well as assisting them in for-
mulating corporate strategy. Thus,
firms or partnerships such as Arthur
Andersen, Arthur Young, Cooper
Brothers, Ernst & Ernst, Peat
Marwick, Touche Ross, and others
have also become management coun-
selors. Personnel or human resource
firms, such as Buck Consultants,
Towers Perrin, Hay, Mercer, and
Watson Wyatt entered the realm of
"the advice business." A.D. Little,
inc., other tech-business firms, and
various research entities, such as
Battelle Memorial Institute and
Stanford Research Institute, joined
the fray and promoted themselves as
technical-managerial counselors.

The appearance of true manage-
ment consultants in the United States
is traced to Edwin Booz in 1914 and
to James McKinsey and Andrew
Kearney in the 1920s; their names
survive to this day in company names.
Others have not fared as well, and
many mergers took place. The pio-
neers started by offering accounting,
financial, and operational assistance;
soon after, they moved into manage-
ment consulting. The Association of
Consulting Management Engineers
(ACME) was formed in the early
1930s, "serving as spokesman and
policeman," according to Higdon
(1969). It is now the Association of
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Management Consulting Firms
(ACMF), "the collective voice for the
community."

Much later, in the 1960-1990
period, we see a similar growth pat-
tern in formation of the Boston
Consulting Group, Bain & Company,
Monitor Group, Index Group,
Diamond Technology, and others.
Finally, at the end of the twentieth
century, we witnessed the splitting of
the accounting/auditing function from
that of consulting, e.g. creation of
Acccnturc, formerly part of Arthur
Andersen.

During the 1990s and in the cur-
rent decade, the giant technology
firms diversified into management
consultancy in a major way. Thus,
EDS acquired A. T. Kearney (which
long ago left McKinsey), only to spin
it off in 2003, making both sides
happy. CSC purchased the Index
Group, and Cap Gemini absorbed the
advising business from Ernst &
Young. IBM acquired the consulting
arm of Price Waterhouse Cooper.
Today, IBM Global Services rules the
roost in management consulting, with
nearly $57 billion in revenues and a
reported 13 percent market share.
Much consolidation is still taking
place; in 2008, Hewlett-Packard
(HP) decided to purchase EDS.

Analyzing Growth, Contrasting
Regions

Beyond identifying historical
highlights and key players, we need
to probe briefly the driving forces that
gave impetus to such growth that rev-
enues for the sector rose from about
$1 bilhon in 1955 to over $150 bil-
lion worldwide by 2005. Many arti-
cles and a few books probed underly-
ing factors in the expansion of this
service sector. Some authors see the
"scientific management" ideas of F.
Taylor, H. Emerson, and the two
Gilbreths as the key explanation, but
others disagreed. During the past

decade, several doctoral dissertations
investigated the topic, with two of
these tracing the long-run rise and
recent expansion of consultancy in
the United States and beyond. One
emerging theme is that culturally and
politically, the United States was a
more fertile ground than Europe for
embracing consultancy, either as a
practical pursuit or as a professional
service—or both.

Robert David (2001) suggests
that four external forces fueled the
growth during the 1930-1980 period:
the increasing number and complexi-
ty of companies; the spread of corpo-
rate ideology to noncorporate sectors;
the organization for the World War II
effort; and the growing impact of
business education and the business
press. He also identifies four models
of growth: administrative science;
accounting; industrial research; and
information technology. (We can
argue that he could have called the
first one strategy and combined the
last two, choosing personnel as the
fourth prototype.) Finally, David con-
tends that small firms should remain
specialists, while large ones can
afford to be generalists. He claims
also that firms in existence between
15 to 75 years have a better chance of
survival than either younger or older
firms.

Christopher McKenna (2006)
argues convincingly that "'Taylorism"
or "scientific management" was not
the key factor in the origin and rise of
management consultancy in the
United States; rather, it was "an
amalgam of three professions (engi-
neering, law, and accounting) and the
consultative role of merchant bankers
as practiced at the beginning of the
20th century." He labels early con-
sulting firms as knowledge brokers,
problem-solvers, and entrepreneurs
who recognized that "contact build-
ing" with clients—now also called
relationship marketing—is necessary

for success. McKenna contends the
expansion of the sector in the 1930s
was also facilitated by the Banking
Act and the Security Exchanges Act,
which prohibited the rival profession-
al groups (the accountants, lawyers,
engineers, bankers) from continuing
to act as management consultants.
Later on, after winning the jurisdic-
tional battle, consultancies pursued
professional status, but more so for
their firms than for partners, stressing
corporate culture.

As for Europe, McKenna argues
that the growth of management con-
sulting in England, Scandinavia, and
Japan reveals similarities to the situ-
ation in the United States. He admits
that Taylorism invaded and held sway
in Europe for much longer than in the
United States. But he sees the other
professions, cited earlier, paving the
way for the growth of management
consultancies in Europe. McKenna
ascribes a major influential role to
McKinsey, the leading U.S. strategy
advisor firm. After entering the
United Kingdom in 1959, it captured
key accounts with large British firms,
such as ICI and Dunlop, U.S. sub-
sidiaries, and even public entities—
sue h the BBC, the Royal Mail, and
the Bank of England.

In contrast, several European
authors, such as Kipping and
Engwall (2001), claim that students
who took their lessons from advocates
of scientific management—really,
efficiency and cost experts seeking
more output from the factory work-
ers—became the true pioneering
consultants on the European scene
from 1915 to 1965. They cite exam-
ples from Germany, Italy, and the
United Kingdom (e.g. the engineer
Morinni, the Urwick Orr firm, the
REFA Institute of Germany, and oth-
ers) who focused on work methods,
costs, and operations. However, the
debate is not really over-heated, as
both sides acknowledge the dual
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influencing strands.
Several books (as well as many

articles) appeared on management
consulting in the past 15 years dis-
secting the sector in North America
and Europe. These writings can be
put into three categories: (1) "panora-
ma" books, encompassing the wide
variety of practices, with commentary'
on the industry, key trends, cases,
and "executing engagements," (e.g.
Biswas and Twitchell, 2002; Curnow
and Reuvid, 2001; Fombrun and
Nevins, 2004; Kubr, 1992; Maister,
1993); (2) "revelation" volumes,
showing the missteps of some firms,
the "inside schemes," and the poli-
tics of the industr)' (e.g. Kihn, 2006:
Micklethwait and Wooldridge, 1996;
O'Shea and Mariigan, 1997; Pinault,
2000); and (3) "update" books, show-
ing the state of the art and recent
activities of companies (Armbruster,
2006; Ferguson, 2002; Kipping and
Engwall. 2002; Poor and Gross,
2003; Thommen and Richter, 2004).

An Overview of the Internationai
Scene

There is no doubt that manage-
ment consultancy has been embraced
in the United States; its acceptance is
a tribute to the vendors in terms of
both substant-e (''value for the
money") and style ("it is the in thing
to do"). For many decades, the
United States has accounlcd for
three-fourths and then two-thirds of
the world total. But its share slipped
steadily, due to faster growth of the
business elsewhere; and we estimate
it at about one half of the global total
in 2007. Put differently, Europe and
Asia-Pacific are gaining share, but
the remaining regions arc still rela-
tively insignificant at this time
(Figure 1). While Eastern Europe is a
good testing ground, Asia-Pacific,
Africa, and Latin America hold much
more potential.

Within Europe, sub-regions and

countries differ in their embrace of
consultancy. In the United Kingdom,
two consistent themes emerged: the
necessity for thorough training of new
staff (for both expertise and retention
purposes) and the deliver\' of high-

F I G U R E 1

THE GLOBAL MANAGEMENT
CONSULTING SECTOR, 2007:
MAJOR GEOGRAPHIC REGIONS
(ESTIMATEO VALUE: $210+ BIL)

Source: Authors' estimates based on primary work and
secondary sources.

quality services. In the major nations
of continental Western Europe,
social-cultural factors and legal
requirements still loom important.
Confirming this, a 2004 headline said
•'German resistance to U.S.-style
management consulting grows." This
applied especially to the public sec-
tor. The same situation surfaced in
the United Kingdom in the 1960s. In
Scandinavia, there is some reluctance
toward passing out big consulting
contracts. In Eastern Europe, after
1990, the large U.S. accounting and
management consultancy firms
entered each country and then
aggressively pursued business on
their own or with partners. Despite
this, some local, small consultancies
began to flourish.

The outlook is good for growth of
the consultancy business in the Asia-
Pacific region. The three most attrac-
tive locations, not surprisingly, are

China, India, and Japan. The quest is
for end-use markets and specific cus-
tomers: low cost, yet high talent,
resources: and possible diversifica-
tion. A team of MBA students from
Dartmouth, probing this situation in
2007. found that large U.S. consul-
tancies often follow their U.S. clients
to the new location?, e.g. in the auto-
motive sector to Japan. Of course,
there is much indigenous client
demand to be cultivated. There are
diverse market entiT methods, rang-
ing from partnerships with locals to
opening a new branch office.

Our own research, conducted
also with a group of international
MBA students, revealed that Indian
firms sut h as Tata Consiilting
SeiTices (TCS), Infosys, and Wipro
have become fonnidable competitors
to such L.S. flniis as Accenture, CSC,
HP. and IBM. As part of this work, we
als<t found that ihe website of TCS
was rated higher than those of five
leading U.S. consultants. In short,
India is coming on strong in both
information technology and related
areas. Indian fínns have access to
much talent on a domestic basis,
operate on a lean budget framework,
and can match rivals on good working
conditions and on offering overseas
assignments.

Products (Service Lines) and
Maritets (End Users)

In offering astute advice, man-
agement consultants are being asked
to cover a range of topi(;s, as well as
coaching, implementation, and
matching goals with results. In doing
this, the perishable facets of the serv-
ice must be made tangible and last-
ing. To succeed, teams of generalists
and specialists plus countr)' or local
experts are assembled. The firms are
also keenly aware that success is
built on word-of-mouth, so they seek
testimonials to enhance their reputa-
tion and to build the name into f)rand
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equity. Keeping tabs on activities.,
contracts gained, staffing patterns.
and other melrics of major consult-
ants is carried out by various firms,
e.g. Technology Business Research
(TBR).

The major service lines offererl
by management consultants have
been traditionally divided into four
groups: strategy, human resources.,
operations., ami information technolo-
gy. The firi;t two were emphasized
earlier, but the last two have become
dominant in the past 10 years world-
wide {Figure 2). To these four cate-
gories, outsourcing has been added
as of late and it has grown at a fast
pace. If one goes beyond a strict def-
inition of management t onsulting and
into professional services as a whole,
outsourcing is now dominant. TBR
puts its share at about 30 percent in
the public sector and about 60 per-
cenl in the private sector on a world-
wide basis. {Note: including out-
sourcing as part of consultanc y
increases revenue figures consider-
ably; we left it out in the figures.)

Who buys these services? The
major end users are the private sec-
tor, governments, and nonprofit

F I G U R E 2

THE GLOBAL MANAGEMENT
CONSULTING SECTOR, 2 0 0 7 :
MAJOR SERVrCE OFFERINGS
(PRODUCT LINES)

Source: Authors' estimates based on primary work and
secondary sources.

organizations. But further breakdown
is available from corporate annual
reports, press releases, "freedom of
information" files, and calls for ten-
der, as well as from research bureaus
and publishers. Our estimate is that
the three leading markets or clientele
groups are manufacturing and natural
resources, the financial sector, and
governments or the public sector
(Figure 3). The remaining one-third
of the worltKvide total consists of
service industries.

Let us examine how one large
firm tackles the product-market
interface. .'Xi-centure. the giant (̂ on-
suiting firm (known earlier as
Andersen Consulting), has three
"growth platforms" that, in effect.

F IGURE 3

THE GLOBAL MANAGEMENT
GONSULTiNQ SECTOR, 2007:
MAJOR END USERS (CLIENT
SEGMENTS)

Source: Auttiors' estimates based on primary work and
secondary sources,

constitute its service lines: manage-
ment consulting, systems integration
and technology, and outsourcing.
Management consultancy is then fur-
ther divided into customer relations,
finance, strategy, human perform-
ance, and supply chain management.
As for markets served or clienl
groups {the firm calls these "operat-
ing groups"). Accenture has five

major categories: high tec h. financial
sen ices, manufacturers, resources,
and public service. These are ihen
broken further into 17 industry' cate-
gories. Finally, its "client engage-
ment teams" consist of industry
experts, capalïility or lunctional spe-
c'ialists. and professionals with local
market know-how.

Statistics and Their Discontents
In Figure 1. we Cf̂ limate the gloh-

al management consulting market is
at about $210 billion in 2007. Why is
it an estimate'^ Surely, by now. ime
would ex()e( t that authoritative esti-
mates wonld have emerged from gov-
ernments an<l private sector sources.
But that is not the case. There are
many reasons for this, but the under-
lying problem here is the lack of def-
inition—who is a management con-
sultant? Beyond thai, issues range
from measuring to c-lassifying the
nature of work. Surveys are difficult
lo design, execute, and interpret; and
res[M)ndents are often ((uite reluc'tant.

Early pioneering estimates came
from national governments. In the last
editictn of a great handlmok, LLS.
¡mlustry & Trade Outlook 2000 (dis-
continued due to budget c-uts).
Chapter 48 focused on professional
senices. Revenues for (he U.S. man-
agement consulting sector were put at
$72 billion in 1992 and S152 billion
in 1999. witfi employment at 0.6 and
1.1 million workers, respectively. But
for reasons unknown, management
consultancy was combined with the
field of public- relations.

In France, gcneninient statistics
showed 105.100 workers and 56,300
enterprises in management consul-
tancy in 2001, a 1.87 ratio (Alisse.
current). In Spain, the corresponding
numbers stood at 40.2(X) workers and
8.500 enterprises in 2002 a 4.71 ratio
(Instituto Naconal cle Estadistica.
current). Intelestingly. in France, the
annual growth rate was 11.0 percent
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for workers and only 2.2 percent for
firms during 1996-2001, while in
Spain, the figures were 9.6 percent
for workers and 16.8 percent for firms
during 2000-2002.1

For data over the past 12 years,
we looked at various private sector
sources on revenues for the manage-
ment consulting sector on a global,
regional, and national basis. Our
admittedly sparse, yet diverse, col-
lection is shown in Tah!e 1. We did
not have full access to all reports of
all agencies, but we think tbat this
tabulation represents a goofl cross-
section of available information from
U.S. and European sourccs^—be tbey
publishers or associations. Among
the former are Kennedy Information
(KI) and Vault of the United States,
and Datamonitor of the United

' \ o revenue data were listed for firms in these
government tables.

Kingdom: in the latter group are
FEACO, the European Federation of
Management Consulting Associations
and MCA, the association of such
firms in the United Kingdom.

In Table 1, we cite data on report-
ed total revenues between 1995 and
2007 for the global, the European,
and the United Kingdom manage-
ment consulting sector. By any meas-
ure, all three have grown consider-
ably. Computing annual grow^b rates
for various intenals, the figures range
between 10 and 20 percent per
annum, a truly sharp increase. The
only slowdown period, tbougb not
revealed in the table, was in the early
years of the current decade. What is
truly .surprising is tbe big, sudden
jump in the most recent years; but it
is apparent tbat both KI and FEACO
bave redefined tbe field and expand-

ed the scope of tbe sector. This is not
explained in their summary reports,
and at other times it seems hidden or
implied. We find lack of consistency
and transparency in tbe published
statistics and suspect a tendency to
exaggerate the size of the sec:tor as
well as growth rates.

We decided to probe the reports
in more depth and found that there
are some statistical issues. These are
illustrated, in a summary form, in
Table 2. Our concerns extend to botb
numerical data and the manner in
which these numbers are tben inter-
preted. Clearly, there are some mis-
prints and typograpbical errors, but
there is also lack of elaboration or
explanation. When confronted witb
this situation, some of the organiza-
tions offer a correction or point out
that tbey have cbangcd the scope of

S I Z E OF THE

B R E A K D O W N ,

MANAGEMENT CONSULTING

BY DIFFERENT PUBLISHERS

[In billions of current doiiars, except as noted)

Region

Source

World

KI - •00,p47

KI- '00,p49

KI- 04^)6

KI- 06

K!- 07-10

Datam 01-04

Vault

Europe

FEACO

UK

FEACO

MCA (UKl

1995 1997

51 73

68 85

CÍ3.7'' «^9.0-̂

TABLE

SECTOR

1999

100

110

107

36.7

9.0

1

, 1995 2 0 0 7 ,

2001

132*

135*

132

40.4

12.9

8.8

SELECT

2003

159*

154*

125#

55.1

14.8

GEOGRAPHIC

2005

205

77.4

18.0

2007

250*

305*

200-300

112.0

20.4

14.2#

Datam

Vault

4.1 14.8
20.0

Sources; Data mon ¡tor; FEACO; Kennedy Information; MCA of UK; Vault. Both prim and online versions were used; references are to botti.
Notes; 1. Different publicalions by sanie puötisiief ara referenced by years.

2. FEACO figures for Europe Bnü UK were stated In euros, including years 1995 and 1997 leuro was Introduced only In 1999}. Conversion rate applied (for euro to doiiar) computed
as of July I of glwen year.

* = denotes forecast ; if = tienotes intervening year, 2004 or 2006: '• = source used euros, thou^i euro existed only sirxie 1999.
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S E L E C T E D S T A T I S T I C A L I S S U E S O N E S T I M A T I N G S I Z E A N D C H A R A C T E R I S T I C S D F

M A N A G E M E N T C O N S U L T I N G S E C T O R

S o u r c e
Datamonitor
Indy & Mkt Res.

FEACO
(Eur.Fed. of Mgmt.Cons.
Assocns.) Belgium

Kennedy Information

M CA( Mgmt.Cons.
AssocrvUK)

Vault

Issue/Problem
l.Combines management & marketing consultancy
2. Puts UK market at $4.1 bi! in '01. at $14.8 bil in '04

also confused € and $.
1. In '02 report, figures for total revenue and number of

firms the same in 6+ countries
2. In '06-07 report, figures for number of firms Identical

for Germany and UK.
3. Shows revenues in euros for '94 to '98 in '02 report,
1. In '00 report, size of global market shows two

different time series (cf.T-1)
2. In 'OA-'Oe & 'O7-'1O summary reports & '06 paper

show wide diff. in mkt. size (cf.T-1)
3. Cons.News 6/01 shows higher revenue for several

big firms Üian Cons.News 6/06.
1. '02-'03 vs '06'07 report differ as to % of consultants

who are outside MCA fold
2. '02-'03 report shows different estimates of UK market
1. In 6/07 report confusing signs re currencies.
2. In 6/07 reports diff. figures for size of

global mkt (cf.T-1)

Explanati<Hi / Solution
1. Considering split; no rationale for combining
2. States that '04 figures include new categories;

1. Misprints & carelessness, prints new version later,
no explanation.

2. No explanation offered to date, despite several
inquiries.

3. The euro came into being only in '99.
1. Misprint

2. No clear explanation, probably added new
categories; diff.reporters

3. Possible misprint; M&A activity or restructuring;
revision by indiv. firms.

1. Membership in MCA fluctuates; small firms
sign up/leave.

2. Editor admits to prior under-estimate on size.
1. Misprint & lack of care; no response to inquiry.
2. Unclear if it is $200b or $300b; no explanation.

their survey, reflecting new circum-
stances. At other times, no clear
explanation or solution is provided.
Comparing the data on the same topic
by various publishers seems appro-
priate, as it is for govemment statisti-
cal bureaus to take a more active role
once again in gathering data not only
on management consulting, but also
on other professional services.
Validity and reliability of important
numbers are at stake, as are policy
decisions based on the numbers.

The Players in the Arena
The large management consul-

tancy firms' earnings, listed in Table
3, range from $0.5 billion to nearly
$20 billion in 2007. Looking at year-
to-year data, not shown here, general-
ly reveals either stability or an
upward trend, though setbacks are
not unknown.2 Ofthe 13 firms shown,
only t^o are based in Europe. In a
Kennedy Information list of 50 lead-
ing vendors a few years ago, 42 were
U.S-based. Thus, the situation has

not changed. However, we expect that
Indian firms will be moving into the
top ranks during the next decade.

Observers in the past, and even
now, classify Bain, BCG, McKinsey
as strategy firms: A T Kearney as an
operations firm; Mercer as a human
resources outfit; and Accenture, CSC,
and IBM-GS as information technolo-
gy giants. However, such labels are
misleading. According to a senior
partner at one of the top companies, it
is a mistake to call McKinsey a strat-
egy firm and not an operations firm,
because it has distinct capabilities in
lean manufacturing, purchasing, and
supply chain management, making its
involvement in operations bigger than
that of AT Kearney. Furthermore, "the
competitive battle is fought not at the
firm level, but client by client {on the
market side) and in the war for talent
(on the hiring side)." This observer
also notes that "scale per se is not a
primary driver of success; rather it is

^We welcome corrections to the data cited.

a result ol Ijemg successiul.' Ibday,
leading fimis are often rivals across
all major service offerings.

The competitive landscape is
affected less by the structure of the
sector than by the conduct and per-
formance of the various ñrms. New
entrants appear, some old ones leave,
and some return. It was thought that
the passage of the Sarbanes-Oxley
Act in the United States would pre-
vent the "Big Four" ofthe accounting
world from doing any management or
related consultancy. Indeed KPMG
spun oif its management consuiting,
and it became Bearing Point. PWC
sold its division to IBM. Ernst &
Young spun off some operations to
CapGemini. Deloitte Touche Tomatsu
has a firewall between itself and
Deloitte Consulting. But now they
have returned to the sector: they do
consultancy in "non-audit mode,"
with permission of their audit com-
mittee, and their consulting income is
in the billions of dollars.

To illustrate the geographic reach
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STATISTICS

Name
of firm

F O R SELECT

HQ
city

MAJOR

TABLE 3

M A N A G E M E N T C O N S U L T I N G F I R M S

Year

founded

2007 rev
In bll $

total
staff

present In
countries

no. of
offices

Accenture

ATKearney

Bain

BoozAH*

BCG

CSC

Deloitte

BM-GS

McKinsey

Monitor

MercerOW*

PA Cns Grp

Rol. Berger

Bahamas

Chicago

Boston

McLean, VA

Boston

Falls Church. VA

NYC

Armonk.NY

NYC

Boston

NYC

London

Munich

2000

1939

1973

1915

1963

1959

1900

1989

1926

1983

1973

1943

1967

19.7

0.8

1.3

4,0

2.3

15.5

5.4

54.1

4.4

0.5-

1. 5

0.5

0.8

170.000

2.500

3 . 7 0 0 * * " "

19.000

7,000

89.000

25.000

190.000

16.000

1.500

2,700

3.200

2.000

Source: Annual reports, press releases, corporate home pages ¡webstles); TBR Inc.; Vault. Int;.; Wlkjpedia; olhfir source s ; authors' esltmates.
Note. ' = Booz Allen Hamilton recently split into two parts: Gooz & Co. and BAH, with lattet Ootng only U.S. Gov. work; •== estimate.
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30
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38

60

90

140

51
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16

35

26

150
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100

66

140

140~^JH
300

90 ^

30

40

40
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1
1
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(Percen t )

Region

North & South Mierica

Europe. Mid-East & Africa

Asia-Pacific & Rest of World

World • total

Revenue- bil $

Accenture

43

48

9

100

19.7

CSC EDS' Bain

50
40

10

100

15.5
Source: Corporate annual reports, press releases, and websites; Wlklpedia; TBR'Inc.; and,

Note:

59

29

12

100

22.1

42

51

7

100

1.3

s' estimates.

BCG

44

50

*̂  6

100

2.3

38

42

20

100

4.4

• In May. 2008. Hawiett-Psckard said It would acQuIre EOS.
"The combined firm woulO rank #2 behind IBM In IT Services with IBM ai 10, HPt-EDS at 7. FMfltsu 9 t4 . Accsrmirs at 3. and CSCat 3 percent ot the •estimated addmssaOle
market' valued al about $500 to $550 billion (cf. US SEC. Sche-duie 14A f ilng öy HPK

of the large companies., Table 3 shows
the number of countries they have a
presence in and the number of offices
they maintain in the United States
and abroad. The decision to enter a
country and to open a new office is
made invariably with a dual pur-
pose—seeking new clients as well as
attracting new talent to the firm.
However, in entering new countries
and opening new offices, the entrants
must align their corporate culture and
operational standards with national
cultures and even local characteris-
tics. In Table 4 we explore further the

geographic revenue streams of six
large finns. Each of these, as have
many otiiers, succeeded in gaining
large contracts and attracting native
talent (usually from top schools) to
their fold. Clearly, all of them diversi-
fied, with a major presence in all
three regions.

The large firms do not feel threat-
ened by small ones that are run by
retired line managers with industry
knowledge or newly minted entrepre-
neurs with fresh technical ideas.
Admittedly, tlie most visilïle small
consultancies feature "gurus" who

have forged a reputation and who are
hard to copy. These (experts, such as
Jim Collins, Thomas Davenport, Gary
Hamel, C.K. Prahalad, Thomas
Siebel, and others gain fame by pub-
lishing books, delivering lectures at
conferences, and offering sound bites
to reporters. Others achieve early
fame bul may find it hard to stay on
top. The big firms emulate the
"gums" by speaking engagements,
scholarly articles, or special divi-
sions, such as McKinsey's Global
Institute. At the same time, they try
mightily to fight off accusations of
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malfeasance, e.g. McKinsey now
claims it was only advising and not
implementing policies in the cases
of Enron or Swissair.

Three other doctoral disserta-
tions written in this decade exam-
ined the international facets and the
global reach of the large firms. J. F.
Backluml (2004) finds that globally
active consulting firms continue to
increase in number and relative size
in national marketvS. He is impressed
by their media activities in Sweden,
where such firms promote via public
tenders, corporate websites, and
directory listings. But local aspects
are de-emphasized as a source of
legitimacy in the presentations. J. D.
Wood (2001) reports that profitabili-
ty and size are the two key determi-
nants of internationalization for
management consultants. These two
variahles also greatly affect the
establishment of foreign branches,
though this is related also to U.S.
foreign direct investment abroad. A.
L. McKaig-Berliner (2001) finds that
competitive advantage is gained by
tapping foreign talent and that this is
a function of home country size, firm
size, and the firm's degree of multi-
nationality and intellectual capacity.

In Central and Eastern Europe,
we found that large multinational
firms focus on privatization of state
enterprises, infrastructure projects
(including the evaluation of public
tenders), and the restructuring of the
old-line manufacturing seetor. Other
opportunities arise in finance,
wholesale and retail trade, human
resources, health care, and educa-
tion. Medium-size firms are almost
absent. The small consultants seem
to be thriving. They make their serv-̂
ice offerings along industry or fimc-
tional lines and often act in the role
of a sub-contractor to larger firms.
Also, they promote their expertise
via webpages to neighboring coun-
tries.

Toward A Global Reach
The future contours of manage-

ment consultancy are being carved
steadily by organizations, large and
small. The top 50 fimis in the field
"follow the money"—the top 500
U.S. firms and the top 200 global
companies. They are set to cater to
national governments, state enter-
prises, and sovereign funds in all
emerging large markets. In the
emerging countries, they prefer the
Asia-Pacific region most, followed
by Eastern Europe, Latin America,
and Africa. While consultants made
inroads, they are likely to face at
least four barriers in the coming
yeare.

Eirst, there are long-established
networks of a domestic nature in
each nation—family firms, inter-
looking directorates, and the tradi-
tion of doing business only witb fam-
ily members, trusted friends, and
domestic partners. Second, some
Asian information technology and
consulting companies, already cited,
are established on their home turf
and are moving abroad to compete.
Third, there are relatively few multi-
billion dollar enterprises or public
agencies to which bids can be ten-
dered. Fourth, growth rates are
bound to slow down worldwide as a
result of the current financial crisis,
scarcity of resources, emphasis on
curbing consumption and "going
green," and transparency demanded
by customers. Just the same, the 13
companies listed in Table 3, plus the
other top 37, will do well, but their
revenues will be growing annually at
5 to 10 percent, not 10 to 20 percent.

The large consultancies seek to
avoid regulation at all costs. They
pursue firm reputation or corporate
brand equity via core (or unique)
competencies. Partners, consultants,
associates, and analysts seldom seek
recognition beyond a generous base
salary and a hefty bonus. Of course.

those figures are important, and they
are indeed high at the top firms
(based now mostly in the Boston-
New York-Was hingt on corridor).
Young MBA graduates often earn
$150,000 per year or more; hourly
hilling rates charged to clients go
from $100 for analysts to $500 for
senior managers; and annual rev-
enue per employee now exceeds
$350,000 at McKinsey, according to
TBR.

How can small management
consultants prosper now and later,
be they in North America, Eastern
Europe, or South-East Asia? They
can adopt the credo of marketing ori-
entation and ent repreneurs hip to
heart: they must be pro-active, inno-
vative, and risk-taking. In fact, they
are following this path, hanging out
their shingles, offering ideas, going
into debt, networking at seminars,
and seeking out small clients that
look promising in terms of past
growth or potential business. They
also join associations in the home
country, seek reciprocity in neighbor
nations, and make good use of the
WebAntemet.

When it comes to professional
recognition, associations at the
national and regional level encour-
age certification by individuals. Two
examples of this, one in Europe and
one in the United States, are ICMCI
and IMCUnited States. Both are
dedicated to standards via certifica-
tion—see the details in Table 5.
There are similarities, but also dif-
ferences hetween the two regions
when it comes to qualifying as a cer-
tified management consultant
(CMC). Examinations, experience,
and statements from clients are
important in both cases; but addi-
tional years of practice can substi-
tute for a formal degree in the
European setting. We expect certifi-
cation to grow in popularity—not
because of judicial or regulatory rea-
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sons—but because certification
serves as a benchmark to the clien-
tele of small consultants.

hi our native Hungary, several
(onsulting courses are offered at
public institutions such as
University of Pecs and Corvinus
University and at the private Central
European University. These courses
focus on methodology (ranging from
problem formulation to execution of
the project), functional areas, and
use of technology, "client cultiva-
tion," as well as field trips to estab-
lished consultancies. The emphasis
is on good diagnostic skills and
implementation of tasks. What stu-
dents need to discover, of course, is
that while their teaming is impor-

tant, what ultimately matters even
more is the client's learning. This is
achieved by offering insights from
psychology, organizational behavior,
and role-playing. The perennial
debate of "content versus process"
is discussed, as is tbe notion of act-
ing less as an expert and more as a
coach.

Taking the long-rtm view, it is
fair to say that for economic promi-
nence in general and management
consultancy in particular, tbe nine-
teenth century was that of Britain,
while tbe twentietb belonged to tbe
United States. Tbe twenty-first cen-
tury is likely to belong to Asia,
specifically India and Cbina. We are
talking about tbe rise and domestic

dominance of companies within
tbese two giant nations, especially
tbe ones from India {sucb as TCS,
Infosys, Wipro, and many others).
Furtber, their "glolial reach" will
become evident as tliey expand tbeir
reputation for bigb talent, low(er)
cost, and effective service offerings
across tbe whole wide spectnim of
management (-onsultancy. However,
tbe story does not end there.

Besides large and small Indian
and Cbinese firms, we sbali also see
professional business services arise
in tbe major emerging markets of
Brazil, Russia, and elsewbere. We
illustrate tbis in Table 6 wbere we
use the data presented in National
Science BoanI (20()8) on tbe knowl-

S T A N D A R D S S E T BY T W O K E Y G R O U P S F O R Q U A L I F Y I N G A S C E R T I F I E D M A N A G E M E N T

C O N S U L T A N T ( C M C ) , 2 0 0 7

Procedure IMCIC.org
REQUIREMENTS

Experience

Education

Time

Engagements

Independence

QUALIFICATION PROCESS

Application

Examination*

Sponsors

References

Three years in management consulting

Recognized degree or professional qualification
or additional five years in mgnit.i;on;¡, in lieu of degree

'1200 hours/annum in active mgmt.cons.
during the three qualifying years over the preceding
five years and currently active in mgmt.cons.
(no such heading)

Owner or employee of a firm In independent practtee.
Internal consultant in an organization or
meeting the institute's independent criteria

(no such lieading)

Written examination or structured interview to
test knowledge of the code of professional conduct and
common body of knowledge

Two sponsors who are full Members or Feilows (OMO,

FCMC, FIMC, or equivalent)

Written descriptions of five assignments and five client

references verified through interview

IMCUSA.Offi

Three years in practice as a full-time consultant,
with major management responsibility
Degret' from a four-year college

(no such heading)

Written summaries and discussion with panel of five
client assignments
{no such heading)

Written response to an engagement case study and
presentation to a pane!
Quailfying written examination and oral review by senior
CMOS to demonstrate...competence..currency...
application...and understanding of ...process and
common body of knowledge
Written examination and oral Interview on the IMC Code
of ethics and ethical aspects of consulting

(no such heading) •

Five satisfactory references from officers or executives of

client organizations

Sourca: Tho international Council c>( Management Consulting Institutes (ICMCI), The Institute ol Management Consuttents USA (lUCUSAl webpages.
Note: •Tilo heaöing, Examination' is not used by IMCUSA: Instead It uses two different headings, "Competence' and 'Ethics', to describe ttie examinattons (as shown).
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V A L U E - A D D E D R E V E N U E FOR K N O W L E D G E - I N T E N S I V E

S E R V I C E S , S E L E C T E D M A J O R E M E R G I N G N A T I O N S , 1 9 9 5 - 2 0 0 5

( B i L 2 0 0 0 $ A N D %)

Country

China
ncfia

ndonesia
Brazil

Mexico
Russia
Turkey

1995
147.0
46.6
17.2

129.8
84,8
39.1
26.4

2000
252.9

76.9
19.7

135.1
103.1
40.2
35.2

2005
449.4
113.8
28.7

158.8
116.0

56.6
43.2

Annual growth (%)

2000/1995
11.4
10,5

2.7

0.8

4.0

0.6

5.9

2005/2000
12.2

8.1

3.3
2 4 ""^^
7.1

4.2

Source: National Science Board (2008), Science and Engineering indicators, 2008, Washington; National Science
Founöation, Appendln tables 6-4 anO 6-5,

Motes: 1. Further breakdown also availaOle on three market-oriented ¡communicaiions, business, finance) and two
nonmarket-ofiented services (education and nealth). Other sources include sti» other offerings urdei KIBS' i.
knowledge-in tensive business services.

edge-intensive service sector in
seven major nations during thel995-
2005 period. The appendix to this
report offers rich details on hoth
market and public-oriented cate-
gories. Note that, contrary to popular
notion,, China has experienced
slightly higher growth rates in
knowledge-intensive services than
India, though both are doing quite
weil. The pace in Russia is picking
up again; the situation in the other
nations is mixed; but overall, it is
encouraging.

In the future, management con-
sultancy is going to be an integral
part of such service offerings, with
consulting opportunities in informa-
tion technology and outsourcing, fol-
lowed by operations, strategy, and
human resources. It is quite likely
that the boundaries among these cat-
egories will fade, as will the borders
between management consulting
and a host of related professional
services that range from advertising
to law, from accountancy to engi-
neering. In sum, consultancy will
remain a significant practice as well
as asserting itself more and more as
a profession (through standards,
licensing, certification, inside and

outside recognition). We plead at
this time for more transparency and
accuracy in the generation and dis-
tribution of statistics about the field.
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