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W hen Grant Thornton
wanted to devise its lat-
est global strategy, the
accounting and advi-
sory group did not call

in a team from McKinsey or Bain. It
organised a 72-hour online “jam” for its
38,500staffworldwide.

“It was essential to us that we didn’t
present a strategy that was done in a
darkened room by people sitting round
a table,” says Francesca Lagerberg, head
of people and culture, who describes the
September jam as “like Facebook on
speed”.

Whenanewchiefexecutivewantedto
shake up Leeds Teaching Hospitals NHS
Trust last year, he asked his 16,000
employees to create a new template for
the hospitals’ values, vision and objec-
tives, using a process devised by crowd-
sourcing specialist Clever Together.

The trust had used traditional con-
sultants before, but Peter Thomond,
Clever Together’s managing partner,
says that while the outcomes of staff
consultations are “not as pretty or as
slick” as consultancy strategy docu-
ments, “thousands of people write them
and the buy-in is massive”. The exercise

Dissolvingof
boundaries
lets in more
competitors

The industry is having to adapt as technological
changes redraw the landscape, saysAndrewHill Andrew Aitchison/Alamy

helped the trust come up with a five-
year strategy and a leadership frame-
workcalled“theLeedsWay”.

Sometimes it seems as though we are
all consultants now. The scale, scope
and sophistication of networking tools
allows organisations to collect ideas and
disseminate the results of consultations
easilyandcheaply.

Many executives are either former
consultants, who have fanned out from
temples of strategy to run organisations
worldwide, or MBA-holders imbued
with theoretical and practical knowl-
edge of management. By combining
analytical tools, social media and their
own expertise, they can afford to be
choosier about when they hire consult-
antsandwhattheypaythemfor.

The fast-changing nature of business
has also made it harder for consulting
groups to sell the same strategic frame-
works to clients as they used to, as a
group of McKinsey consultants, aca-
demics and corporate heads of strategy
acknowledged in a debate for the 50th
anniversary edition of McKinsey Quar-
terly,publishedthisautumn.

Michael Jacobides of London Business
School told the Quarterly: “When the
environment changes profoundly, the
maps with which we navigate it may
need to shift as well. For instance, from
telco to healthcare to computers, sector
boundaries are changing or dissolving,
and new business models are redefining
thecompetitive landscape.”

The same deep changes affecting con-
sultants’ clients are affecting the consul-
tancies themselves. That is one explana-
tion for the consolidation at the top of
the consulting industry. PwC completed
its acquisition of Booz & Co (rebranded
Strategy&) this year. Significant acquisi-
tion activity also takes place below the
radar of daily headline news, where
largegroupssuchasDeloittecontinueto
absorb dozens of boutique companies
annually,expandingtheirexpertise.

Smaller consulting groups see oppor-
tunity in the changing landscape, too.
“Whenever you shift the players in
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T echnological advances and
an ageing workforce are
changing the nature of
work – and with it the
recruitment patterns of the

UK’smainconsultancies.
Critical to most workplaces is encour-

aging diversity – and moving away from
theperceivedhomogeneityof thepast.

Paul Connolly, director of the Man-
agement Consultancies Association
Think Tank, comments: “Our corporate
boardrooms, typically overstuffed with
middle-aged 50-something males, need
to acquaint themselves with people who
have extremely valuable skills, but who
don’t necessarily wear a collar and tie,
aren’tnecessarilyOxbridge.

“However, they can inject some
benign bacillus into the analyst-stuffed
realmsofcorporate life.”

While combined audit revenues for
the Big Four professional service firms
have shrunk by $5bn over the past five
years, consulting business is booming,
with an increase in revenues of $16.1bn
overthesameperiod.

Growth in digital services – big data,
cyber security, mobile applications – is
at the forefront of the consulting charge,
and it is resourcing technology and dig-
ital practices that keeps most talent
managersawakeatnight.

“The business I am responsible for
only came into existence in January and
now has 28,000 people,” says Mike Sut-
cliff, group chief executive of Accenture
Digital. “They were all doing something
else twoyearsago.”

The millennials – those born between
1980 and 1995 – are a key demographic
and one of the main targets for recruit-
ment, but what they want in return is
shifting.

“Attracting the next generation is the
big challenge,” adds Mr Sutcliff. “There
are not enough people with the Stem –
science, technology, engineering and
mathematics – skills we need in lots of
countries and at all skill levels. It is get-
ting harder to find all the people we
needinall thesecategories.”

Simon Collins, UK chairman and sen-
ior partner at KPMG, sees a difference in

the millennial generation’s priorities.
“They are considerably more thought-
ful about work: they want to know why
they are doing it and that it will make a
difference,”hesays.

“They are less interested in hierarchi-
cal progression and more interested in
working on really cool things,” says Ste-
van Rolls, UK head of human resources
at Deloitte. “Having meaning and con-
trol in the work that you do is critical for
thisgeneration.”

The importance of consulting firms’
social brands, particularly for this gen-
eration of digital natives, “cannot be
underestimated”, adds Carl Smith, glo-
bal talent leader for EY’s advisory busi-
ness. “What you do when no one is look-
ing is what ends up being communi-
catedroundtheworld.”

Consulting groups are also facing
increasingcompetitionforstaff frombig
technology companies. “Google and
Apple are like the Foreign Office of the
1970s,”saysMrCollins.

All consulting firmsare lookingatcre-
ative approaches to recruitment, from

school-leaver programmes to flexible
workingoptions forolderstaff.

PA Consulting, which has its own
innovation centre that creates technol-
ogy products as well as consulting serv-
ices, is looking at offering its own tech-
nology apprenticeships, says Lesley
Uren, a talent management expert with
PA Consulting. “We are flirting with this
at themoment.”

“We are already seeing some of our
alumni working more flexibly,” says Mr
Rolls, “but retaining their contact with
the firm. There is a cadre of people with
the skills, the relationships and under-
standing of the firm that is of real value
tothebusiness.”

Diversity is a common mantra. “I was
terrified we would end up completely
homogenising our recruitment in our
own image,” says Mr Collins. “Soon eve-
ryone has a first or a 2:1 degree, has
climbed Kilimanjaro and raised
£50,000forcharitybytheageofnine.”

Age has also become a factor, with
many firms reporting an increase in
mid-career hires. “We have brought in

more people mid-career than histori-
cally, but it is always a gamble,” says Ms
Uren.“There isabouta50:50hitrate.”

The key is to strike a balance between
new and experienced hires, adds Mr
Sutcliff, something Accenture Digital
attempts to do. “That has definitely
changed from when [we] started out
and all the recruitment was at graduate
level.”

Mr Rolls says: “It is incumbent on
firms to reach out to their people – men
and women – to understand what they
want, what they need. If you have these
conversations, you are less likely to lose
people. It is just good talent manage-
ment.”

But ultimately, there are four main
factors that determine whether a per-
son is likely to stay and become a high
flyer,explainsEY’sMrSmith.

“Someone cares about me; you are
investing in my development; walking
the talk; and recognition for contribu-
tion. When I look at our recruitment
and retention, those four things come
upconsistently.”

Engaging the
next generation
of talent is the
big challenge

StaffingTech-savvymillennials are in demand but
they have their own priorities, writes Liz Bolshaw

Recruitment may be up 16 per cent
this year, according to statistics from
the UK-based Management
Consultancies Association (MCA), but
the effects can still be felt of the
financial crisis, when promotion
opportunities dried up and frustrated
high-flyers left to seek new
opportunities.

“During the financial downturn, not
only did some consulting firms shrink,
but also the choice of work to do was
more limited,” says Lesley Uren, a
talent management expert with PA
Consulting.

Paul Connolly, director of the MCA
Think Tank, agrees that this, along
with blocked career paths, caused
some to flee the profession.

“Consultancy slipped into
implementation during the downturn,
so firms were advising on ‘cutting the
grass’ but doing a bit of grass-cutting
of their own as well,” he says.

Not all groups shrank, however.
Martha Samuelson, president and
chief executive of Boston-based
Analysis Group, says the firm has
never had a lay-off in its history.

“During the financial crisis we

experienced a modest downturn, so as
partners we took a decision to absorb
it. It’s a cultural thing never to have
had a lay-off.”

For those groups that did reduce
recruitment, lessons have been learnt.
“After the experience of the financial
crisis, one thing I have vowed is never
again to chop off our entry-level
recruitment,” says Simon Collins, UK
chairman and senior partner at KPMG.

“Whatever happens in the economic
cycle, chopping off entry-level
recruitment simply gives you a
problem when the economy starts to
recover.”

Deloitte, Accenture Digital, Analysis
Group, PA Consulting and EY all report
having increased their mid-career
hires to help fill talent gaps.
Liz Bolshaw

Downturn delivers
valuable lessons

The twin forces of student debt and
grade inflation – the number and
proportion of first-class degrees has
doubled in a decade – are making
university a less obvious choice for UK
students in possession of three good
A-levels.

Consulting firms are expanding their
school-leaver programmes to tap into
this valuable source of young – and
diverse – talent.

All the Big Four groups offer
school-leaver programmes, but
PwC is the only one that offers
a non-graduate route into consultancy.
The UK firm takes 130 recruits into its
school- and college-leaver programme
every year – about 10 per cent of its
overall entry – from about 2,500
applications.

“One of our key drivers is to
create more and more varied routes
into our profession,” says Kate Awdry,
PwC’s school recruitment manager.
“It is a business imperative, because
not all our clients are 2:1 graduates
either.”

EY’s Smart Futures programme also
focuses on disadvantaged students in
the UK’s underprivileged areas. Zoe
Onyenuforo, a trainee accountant with
EY, joined after a three-week

internship via the Brokerage Citylink, a
social enterprise.

“My school had no links with EY, so
without [Brokerage] I would never
have known the internship existed,”
says Ms Onyenuforo.

Ms Awdry says that PwC employs
social media and online
advertising to publicise its scheme
as well as involving current
apprentices.

“There are no better spokespeople
than the people doing it,” she says.

Ms Onyenuforo is certainly an
advocate for EY’s scheme. “I felt part
of the EY family from the day I
walked in. I am going to be a
chartered accountant aged 23, and
there aren’t many people who can say
that,” she says.

Once accepted, those on
school-leaver programmes are as
ambitious as their graduate-entry
peers. “I have never felt I can’t
progress because I am not a
Caucasian male,” Ms Onyenuforo
adds.

“I am taking my career as it
comes, but if one day the opportunity
arose to become a partner, then
why not?”
Liz Bolshaw

School leavers provide increase in diversity

Recent research on women in US
management consulting firms finds
that just 10 per cent of partners are
women.

The report, from Source, an
information provider that specialises
in management consulting, notes that
many consulting groups acknowledge
that women account for “as much as
half their intake”.

Some big firms exhibit greater
diversity in their partners, however. A
survey last year by the National
Association for Female Executives
found that 18 per cent of KPMG and
Accenture partners were women, while
EY headed the diversity table with 24
per cent.

The Source survey shows there is a
strong commercial argument for
consulting firms to increase diversity.
Nine in 10 clients surveyed said they
would like to see more women on
consulting teams.

Carl Smith, global talent leader for
EY’s advisory business, says: “More
diverse teams create more dynamic
results, but also our clients are more
diverse and expect to see diversity.”
He says the firm “recently won

business against a major competitor
because that competitor produced an
all-male team while ours was diverse”.

Martha Samuelson, president and
chief executive of Analysis Group,
which specialises in economic data,
says firms need to take a long view of
an individual’s lifetime career. “You
have to be flexible. Having control
over your life and your time is
important for everybody,” she says. “I
started as a part-time employee with
three little kids.”

“It starts at the top,” says Jacqui
Canney, managing director of human
resources at Accenture Digital. “Pierre
Nanterme [Accenture chief executive]
has prioritised the promotion and
visibility of women. That cascades
down through the organisation.”
Liz Bolshaw

Gender gap persists
at highest levels

The Big Four professional services
firms, faced with an increasingly com-
plex working environment, are increas-
ingly turning to partnering with other 
companies to augment their offering
acrossawiderangeofspecialisedareas.

Deloitte teamed up with Shouli &
Partners, a global immigration services
and talent company, in 2013. EY has
formed an alliance with technology
company Greenphire in the healthcare
paymenttechnologysector.

“Faced with the option of competing
or partnering, most firms will choose to
partner,” says Tom Rodenhauser, man-
aging director of advisory services
at Kennedy Consulting Research &

Advisory. It is particularly attractive to
big consulting firms in fast-growth tech-
nology sectors where capabilities have
yet to be built, skills shortages are high
anddemandisurgent.

“What are often called SMAC [social,
mobile, analytics and cloud] technolo-
gies are particularly hot, new and sexy,”
says Mr Rodenhauser. “It’s the same
kind of race we saw in 1999, when every-
one was moving from Web 1.0 into this
morevirtualenvironment.”

PwC’s recently announced partner-
ship with Google will help its clients
exploitGoogleApps,cloudsolutionsand
productivity tools. At the other end of
the scale is KPMG’s UK business tie-up
withcloudaccountingproviderXero.

In cyber security, where there is
heightened demand and a shortage of
skilled professionals, most consulting
organisations are operating at capacity,
explains Travis Reese, president of
Mandiant, an information technology
securitycompany.

Mandiant, which was acquired this
year by FireEye, a network security

company, “has established strong part-
nershipswiththeBigFour,as they lever-
age [our] products and services as a
component of their delivery of a
more comprehensive solution to their
clients”,hesays.

But while it may be obvious what the
larger firm gets out of these relation-
ships, how does a fast-growth, high-pro-
filecompanysuchasFireEyebenefit?

“FireEye does not plan to build a
2,000-person consulting firm,” explains
Mr Reese, “so we are absolutely depend-
ent on our partner ecosystem to build
comprehensive solutions for the mar-
ket.”

Consulting groups do not always need
to pursue corporate partnerships to add
muscle and knowhow to their clients
offerings. Gerson Lehrman Group
(GLG), the New York-based consul-
tancy, has developed an expert peer-to-
peer delivery model that provides near-
instant answers in esoteric areas of
knowledge through its network of
400,000globalexperts.

“Increasingly, accessing expert

knowledge is not done by reading a
research report or going to a confer-
ence,” says John Donoghue, head of new
markets at GLG. “It’s by talking to the
one, two or three most recognised
expertsonthat topic intheworld.”

Customers include Wall Street banks,
financial institutions, professional serv-
ice firmsandlargecorporations.

“They have consistent needs: they
have lots of specific questions every day

on complex topics,” he says. GLG has 21
offices round the world and on any day
facilitates 1,100 consultations over the
phoneaswellas face-to-facemeetings .

While the firm’s core business is short
telephone consultations, clients occa-
sionally use it for a longer-term
project.“In the cleantech space, for
example, we have deployed people with
particular expertise in wind turbine
technology forasix-monthperiod,”says
MrDonoghue.

Partnering offers a quick fix: firms
canrespondquickly toanewclientneed
in an area in which they have yet to
develop capability, and add skills with-
out the risks, costs and time associated
withacquisitions.

Yet despite the benefits of partnering,
acquisitionscontinueunabated,helping
fuel what Mr Rodenhauser calls “the
bifurcation of the consulting market,
with especially Deloitte and PwC taking
moreandmoreof themarketshare”.

EY, for example, has bought Parthe-
non Group, a strategy consultancy,
following in the footsteps of Deloitte’s

purchase last year of boutique Monitor
Group and PwC’s acquisition of Booz &
Company,amid-tierconsultancy.

KPMG strengthened its alternative
investments practice with the acquisi-
tion of Rothstein Kass, a hedge fund
adviser, and extended its IT reach with
the purchase of Safira, a consultancy
providing business-processing services
forIBM.

These acquisitions, Mr Rodenhauser
says, “are as much economic as strate-
gic”, allowing to add resources in areas
that are otherwise facing hiring freezes.
They also indicate the Big Four are as
committed to competing with McKin-
sey, Boston Consulting Group and Bain
& Company in strategy consultancy as
witheachother,headds.

Ultimately, the challenge for all con-
sulting groups, Mr Rodenhauser says, is
how to expand into growth markets of
the Brics – Brazil, Russia, India and
China. The promise of these markets, he
says, “will lie less in strategy consulting
and much more in execution and proc-
essefficiency”.

Tie-ups offer a quick fix where in-house skills are in short supply
Partnerships

Firms are making up for
gaps in their expertise
by forming alliances
with outside talent,
reports Liz Bolshaw

400,000
Number of
experts in GLG’s
global network

1,100
Daily number of
consultations
with GLG experts

Paul Connolly Martha Samuelson

The changing
face of work:
life in a Google
office

‘Having
meaning
and control
in thework
that you do
is critical
for this
generation’
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Elite headhunting firms may soon face
the first competitive challenge to their
businesses since they started operating
more than 50 years ago. And it is coming
fromboutiqueconsultancies.

With clients wanting to trim costs, it
seems likely that demand for a cheaper
service will grow. There is a lot of money
at stake. Top level executive search
firms, which define themselves as com-
panies that are paid a retainer by their

clients to recruit at C-suite level or
above, also typically charge one-third of
the successful candidate’s first year’s
pay(insalaryandtargetcashbonus).

Paul Ford, chief executive of Anchura
Partners, a boutique consultancy
formed in London in 2010, says he
expects more niche firms such as his to
moveintotheheadhunterspace.

He explains that Anchura caters for
the banking and finance industry in the
City and is staffed by people who previ-
ously held senior positions in that sec-
tor. “They are not career consultants.
They are practitioners first and fore-
most.” Mr Ford says that where his com-
pany has an edge over established head-
hunters is in its ability to react quickly
toaclient’sneeds.

He describes how he recently advised
on a growth strategy that the client
wished to implement immediately. He

stepped in as chief operating officer
straight away, provided Anchura staff to
fill the new roles temporarily and spear-
headed the permanent recruitment of
the entire new team including 12 people
atmanagingdirector levelorabove.

“It iseasier for theconsultantworking
inside the organisation to tailor solu-
tions. We see the role of the headhunter
starting to focus almost exclusively on
theverytopendof themarket,”hesays.

Luckily for headhunters, top level
executive search looks set to have a
bumper year in terms of revenue,
according to the US-based Association
of Executive Search Consultants. It says
2014 revenues are on track to surpass
the all-time high of $11bn it estimates
eliteheadhuntersearnedin2008.

“Demand has picked up sharply,” says
Peter Felix, president of the AESC,
which represents 6,000 executive

search consultants working at a high
enough level to be retained by global
companies to findseniormanagers.

But Mr Ford’s assessment that head-
hunters will have to stay at the highest
end of the market seems to be borne out
by the AESC’s latest data. Revenues for
2013 were 8.5 per cent up on 2012 at
$10.57bn worldwide. However, 2013
alsoshoweda8.5percentdrop,year-on-
year, inthenumberofnewsearches.

Given that the business is so lucrative,
it is hard to understand why the big-
name management consultants do not
move in, especially when executive
search is something they used to offer.
The AESC explains that a number of
early executive search firms operating
on a retainer basis were founded as off-
shoots of management consulting, even
though the big name firms later exited
thebusiness.

Mr Felix believes the reason the con-
sulting firms no longer offer executive
search services is due to to the need to
avoidconflictsof interest.

“If you are consulting for a client it is
completely unacceptable to recruit
awaytheirpeople,”hesays.

Russ Hagey, chief talent officer and
senior partner at Bain, says it prefers to
stickcloselyto itscorebusiness.“Execu-
tive search is a completely different
business from strategy consulting.” He
says Bain has never considered moving
intosearch.

Tom Fuller, chief executive and man-
aging partner of Epsen Fuller, a head-
hunting firm, thinks the reason consul-
tancies are not operating in the search
space isbecause it is toospecialised.

“Just because they are good at assess-
ing strategy, it does not follow they are
goodatassessingtalent,”hesays.

Nimble boutique gives headhunters a run for their money
Executive search

Competition for the middle
of this lucrative market is
pushing top recruitment
groups to focus on the high
end, writes Emma Boyde

T rade at your business is
slowing and shareholders
are unhappy. The pressure
to deliver faster growth and
higherreturns is increasing.

Assooftenhappens,youpromiseabusi-
ness transformationplan.

Between a third and two-thirds of
consultancywork involvesnewtechnol-
ogy and business transformation, says
Fiona Czerniawska, joint managing
director and co-founder of Source for
Consulting.

“Executives have shareholders
breathing down their neck so any trans-
formation process is attractive even if it
turnsout tobeafairytale,”shesays.

The drive for large-scale projects –
often involving information technology
– ishelping thetop20biggestconsultan-
cies to grow faster than the mid-tier
firms.

“Midsized firms can be neither fish
nor fowl,” says Ms Czerniawska. “They
can be squeezed from the bottom,
where smaller firms often charge lower
fees and can provide greater specialisa-
tion; and squeezed at the top, where big
firms are growing faster, driven by very
large projects that involve transforma-
tionandtechnology.”

Nevertheless, there are opportunities
for mid-tier consultancies, which
include OC&C, LEK, AT Kearney, PA
ConsultingandKurtSalmon.

“It’s the Goldilocks paradox. You’ve
got smaller firms that are just too cold
and too small, the big firms that are just
too big or too hot, and what they want is
the middle. Clients like midsized firms
but what these have to do is find ways of
deliveringtheirservicesprofitably.”

The biggest mistake that midsized
firmsmakeis todiversify toomuch.

Yet if they get it right, they can com-
bine the brand recognition of a big con-
sultancy with the specialist expertise of
a smaller advisory firm. “There is an
opportunity for midsized firms that can
combineboth,”saysMsCzerniawska.

Although pricing is under pressure
across the board, clients are keen to find
consultants with expertise in particular
sectors.

Chris Outram, founder and chairman
of OC&C, a global strategy consultancy,
agrees. He says the strategy consulting
market will continue to grow, albeit at a
slower rate than historically, particu-
larly inthedevelopedeconomies.

“Issues around focus, cost effective-
ness, competitive advantage, growth
and diversification continue to be at the
forefront of the chief executive’s
agenda,”hesays.

“Their need to supplement internal
resources with objective, well-informed
advice when addressing these issues is
likely to continue.” He says there has
been an inexorable trend to outsourcing

of strategic capability given that it sel-
dom fits comfortably into most organi-
sations’ structures.

“As the market for strategy consulting
becomes more mature globally, chief
executives tend to reach not for general-
ists but for people who have deep expe-
rience of their industry sector – people
with an understanding of the issues and
with a vocabulary which enhances com-
munication,”hesays.

“Clients do not want to have to ‘edu-
cate’ theirconsultants,”headds.

This environment is encouraging
consultants tospecialise.“Asmall,niche
consultancy can effectively compete

with much larger organisations, as long
as its knowledge and insight in the par-
ticular sector in which it competes is
worldclass,” saysMrOutram.

Paul Heugh, chief executive of
Skarbek Associates, a strategy imple-
mentation consultancy, says that bou-
tique firms can take market share from
larger firms by specialising in niche
areas. But successful delivery is always
crucial. “Too often in business, a good

strategy is let down by poor implemen-
tation. This is creating opportunities for
boutique firms to take market share in
strategy execution from midsized play-
ers,”saysMrHeugh.

Clients are more discriminating and
demanding now. They either want the
security and systems of a big global
name, or tailor-made guidance from a
smallerboutique.

“Midsized companies have often tried
the strategy of ‘land and expand’,” he
says. “But this is becoming increasingly
difficult for them.

“Compared with the fast-moving,
low-cost and partner-heavy approach of
the boutiques, many midsized firms are
also under pressure from their over-
heads, employment models and
broaderoperating infrastructure.”

JohnKerr,partneratDeloitte, says the
largest clients increasingly expect their
consultants to know the local market
environment as well as having global
reach.

But the digital revolution is creating
opportunities as well as leading to the
need for investments in low-cost tech-
nologycentres.

He warns that the “squeezed middle”
may not always have the capacity to
makethese investments.

This may lead to a wave of takeovers,
as larger players acquire the midsized
consultancies.

The ‘Goldilocks
paradox’ gives
a role to those
in themiddle

Midsized firms It is vital to develop expertise
and not diversify toomuch, saysGill Plimmer

As companies feel the impact of digital
developments on their brands, consult-
ing firms are forming internal teams or
acquiring young specialist businesses to
creatededicatedonlineunits.

Firms need significant alliances, says
Paul Connolly, director of the Manage-
ment Consultancies Association Think
Tank, particularly with technology,
socialmediaordigitalcompanies.

“They don’t wear a collar and tie,
appear corporate or look at home in a
consulting firm,” he says. “They are a bit
differentanddon’tnecessarilyfitastand-
ardisedcorporatemould.Theythinkdif-
ferentlyandhavedifferentperspectives.”

It is a question of translating “the rad-
ical implications of something poten-
tially amorphous and intangible that is
only recognisable by its works”, Mr Con-
nolly adds. “They can turn it into finan-
cial, recruitment or business model
implications that the captains of indus-
try can get their heads around. There is
a continuing role for those with a
respectable,highbrandvalue.”

Deloitte Digital was set up in April,
2014. It brought together people from
across the firm, including experts in
designandart.

“The digital arm of an organisation
needs to speak with a different voice, to
address the changing online world,”
says Royston Seaward, a partner at
Deloitte Digital. “The idea is not to move
awayfrom‘Deloitte’,butrathertoestab-
lish a slightly different brand and team
that is associated with an edgy, innova-
tivewayofworking.”

However, Pat Sullivan, research vice-
president at Gartner, the analysts, is
sceptical about the rebranding efforts of
many firms. “Repositioning is easy from

a marketing perspective,” he says.
“They can aggregate and combine busi-
nesses and put on the ‘digital’ label, but
they are not changing what they do, how
they do it or their business model. It
really is marketing hype right now,
rather than a reality of fundamentally
changingthings.”

Other firms are making no specific
response or changes, asserting that dig-
ital has never been a separate issue and

has always been central to all their
work. “We think ‘digital’ is pervasive, so
why separate it from the rest of the
firm?” says John Levell, EY’s UK and Ire-
landheadofdigital.

“It is easy to get distracted by attrac-
tive digital ‘packaging’ of a standalone
function,” he says. “But putting a team

into a little box on its own can make it
more difficult to take a properly holistic
perspective when it comes to delivering
sustainable outcomes for clients. Our
values and culture already sustain a
high level of diversity and skills, which
really supports the creativity and inno-
vationthatdigital requires.”

Digital certainly requires a wider
range of skills than firms have tradition-
ally had available internally, hence the
move to acquire some of the younger,
more nimble companies specialising in
techandmedia.

Donald Shields, head of digital trans-
formation at Cognizant in the UK,
explains that the online challenge was
originally seen as an add-on to existing
brand communications, so working
with a small digital agency was all that
wasrequired.

Consumer behaviour, however, has
since been totally transformed by the
online world, so the digital strategy of a
business is often fundamental to its
overall strategy and goals. “With this
increased significance, companies now

need partners that can provide more
than the traditional consulting serv-
ices,” he says. “They must offer a wide
breadth of digital expertise to help them
truly integratedigitalwiththerestof the
business.”

The disruptive nature of digital could
still have an impact on branding. With a
move from advice to providing fully
operational specific solutions, new busi-
ness models will be required. This
includes working with clients under dif-
ferent names to produce narrow indus-
try-specific solutions. One example is
AccenturesettingupTaleris, a jointven-
ture with GE Aviation to help airlines
and cargo carriers increase efficiency
throughdataanalysisandoptimisation.

Mr Connolly says digital is a “known
unknown” for many clients, which will
continue for some time to choose
trusted advisory brands to disentangle
anddemystify it for them.

“Members are radical about digital,”
he says. “In terms of scale and impact,
more than 60 per cent say it is compara-
blewiththe industrial revolution.”

Opinion divided over dedicated online teams
Branding

Some companies see ‘digital’
units as innovative, others
dismiss them as marketing
hype with little strategic
value, writes Rod Newing

Digital and technology services
increased their share of consulting
revenues in the UK by 6 per cent in
2013 and now account for a quarter of
income, according to the Management
Consultancies Association.

While previous growth reflected
broader technology trends, this is
coming from disruptive technologies,
such as social media, the cloud,
analytics, mobility and 3D printing.

“Digital can be harnessed to create
value, but this requires a level of
imagination and creativity,” says
Alwin Magimay, partner and head of
digital and analytics at KPMG.

“Successful consulting companies
will focus on the network and
ecosystem of innovation
and start-ups.

“The pace of change
is accelerating, but
there is still some
way to go
[for digital].”
Rod Newing

Disruptive technology
lies behind growth

Public sector consultants are bracing
themselves for a hiatus in two of their
biggestmarkets.

The Republican victory in this
month’s US midterm elections, and next
spring’s general election in the UK are
likely to be followed by reviews of gov-
ernmentspendingplans.

The last UK election, in 2010, trig-
gered an earthquake for the consulting
industry. Public sector business col-
lapsed as the Cabinet Office , whose role
is to ensure the effective running of gov-
ernment, slashed consultancy deemed
inessential. The subsequent drive to cut
the cost of public services and improve
their efficiency provided a slight boost.
In 2013, public sector revenues rose by
some 3 per cent, according to the UK’s
Management Consultancies Association
(MCA). But they provided just 20 per
cent of the industry’s 2013 UK fee
income and in real terms languish at
onlyhalf theirpre-electionpeak.

No comparable shock is expected
next year on either side of the Atlantic,
however. The US has been slower to
bring down public spending on consult-
ing, says Tom Mullen, practice head of
federal and defence at PA Consulting
Group. Rather, cost-reduction efforts
have gone hand-in-hand with a search
for better value and rising spending on
healthcareadvice.

Budgetary constraints continue to
motivate governments in the developed
world to overhaul provision of services.
As Paul Macmillan, global head of pub-
lic sector at Deloitte in Toronto,
observes: “You have to spend money to
savemoney.”

Meanwhile, public authorities every-
where are striving to comprehend and
apply the potential of digital technolo-
gies. Improving transport and other
infrastructure is a priority common to
developedandemergingeconomies.

Demand for advice on the use of tech-
nology in education is soaring, health-
care reform strives to keep pace with
therapeutic innovation, and cyber secu-
rityanddefenceremainsolidmarkets.

Developed economies, from Canada
to Australia, remain the industry’s
mainstay. Austerity-snared continental
European countries, in particular, are

seeking advice on revenue management
and tax collection, border controls,
healthcareandlabourandtradepolicy.

Asian economies developing health-
care, education and welfare systems
buy advice, as do Chinese cities, though
the central government is more self-
reliant. Public sector consultants are
already looking to build in-country
expertise inthesemarkets.

Theeraofbigturnkeyprojects isgone.
Projects are smaller and more special-
ised. Public sector purchasers of con-
sulting are demanding ever-higher lev-
els of technical expertise, says Andrew
Hooke, head of the government practice
and chief operating officer at PA. Firms
must field experts in the activity as well
as technology and strategy. “Advice on
digital transformation is becoming the
biggest service line,” he says, and will
contribute to a phase of strong public
sectorgrowthforhis firm.

Alan Downey, former head of public
sector in the UK at KPMG, says the UK
government was probably right to
demand better value from consulting
spending.Butnowthepublicsectormust
ensure it has the skills and capacities for
the mobile digital era. To ensure value
for taxpayers, it must be able to under-
take everyday digital tasks and the
knowledge necessary for skilled pro-
curement, buying expensive advice only
fornon-recurrenttasks,hesays,orthose
thatarequitenovel togovernment.

Pioneering projects, he notes, now
sometimesdrawontheexpertiseofcon-
sortiums that may embrace academics
and voluntary organisations as well as
consulting firms.

Another significant change in the UK,
highlighted by Alan Leaman, chief exec-
utive of the MCA, is market fragmenta-
tion, as powers have been devolved to
regions, agencies and trusts, for exam-
ple. In addition, individuals and net-
works of associates (including victims
of lay-offs) with specialist skills have
emergedtobidforcontracts.

Government has tried to facilitate
small-firm bidding with its Consultan-
cyONE procurement framework. But
Mike Straw, chief executive of consul-
tancy Achieve Breakthrough, says he
has never heard of it. Rather, work
comes via recommendations from satis-
fied public sector clients such as hospi-
tals. Global firms meanwhile continue
to play a valuable role in transferring
ideas, experience and consulting capac-
ity across borders. Whatever the politi-
cians do, the public sector will continue
toneedadviceonadaptingtochange.

Politicians put brakes
on government work
Public sector

Projects tend to be smaller
and more specialised,
reports Ross Tieman

‘CEOs tend to reach . . . for
people with experience of
their industry sector’

Raising its sights: the London home of strategy consultancy OC&C — Charlie Bibby

‘We think “digital” is
pervasive, sowhy separate
it from the rest of the firm?’

Alwin
Magimay

Source: Association of Executive Search Consultants
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the game, [clients] think: ‘How can I
play differently?’,” says Liann Eden,
founding partner of Eden McCallum,
which operates what it calls a “pure con-
sulting” model, bringing together
bespoke teams of independent consult-
ants totackleclients’ specificneeds.

The movement could be character-
ised as a combination of shift and drift.
Asdemandforsomeservicesdeclinesor
margins diminish, companies, forced to
move into new areas, shift their own
position deliberately, or drift into adja-
centareas involuntarily.

At the same time, competition both
for business – and for deals – is increas-
ingbetweenconsultinggroupsandcom-
panies from outside the sector that real-
ise they can offer their industrial exper-
tiseasaservice.

For example, Cardinal Health, origi-
nally a US pharmaceuticals distributor,
made a calculated decision to move into
management consulting for hospitals,
building on its knowledge of healthcare
supplychainsandregulations.

Advertising agencies are making use
of theirknowledgeofdigitalmedia–and
their deep network of corporate cus-
tomers – to compete with traditional
consultants in selling advice about the
digital revolution. Publicis’ purchase of
the consultancy Sapient, announced
last week, will further blur the distinc-
tionbetweenthetwosectors.

Technological change is a battle-
ground to which most consultants have
shifted resources in recent years. Rich
Lesser, chief executive of the Boston
Consulting Group, established BCG Dig-
ital Ventures in January to “help clients
builddigitalproductsandservices”.

The company-within-a-company is
staffed by what BCG calls a “multidisci-
plinarygroupofprofessionals”.

At almost exactly the same time,
Accenture established Accenture Strat-
egy with 8,000 consultants (out of a

Continued frompage1 workforceof305,000),halfofwhomare
technology strategists and half business
strategists. Andy Tinlin, head of Accen-
ture Strategy in the UK, says its consult-
ants’ role has “evolved from being either
an adviser or an implementer to being
muchmoreahybridof thetwo”.

Companies such as BCG, McKinsey
and Bain, among the traditional “strat-
egy houses”, tend not to talk publicly of
large technology-based groups such as
Accenture and IBM as direct competi-
tors, and vice versa. But it is no surprise
that such cross-disciplinary and hybrid
teams are proliferating, and starting to
bumpintoeachother inthefield.

Perhaps only when the tag “digital” is
so ubiquitous that it becomes superflu-
ous will it be possible to assess which
companies have the best skills and
model for thenewworld.

Tom Rodenhauser, managing
director of advisory services at Kennedy
Consulting Research & Advisory,
describes the technological challenges
consultants face as “the four horsemen
of the apocalypse”: social media, cloud
services, analytics and mobility.
But they represent an opportunity as
well as a challenge. The fact people are
increasingly active on social networks
and via mobile devices is as much a soci-
etalasatechnological transformation. It
goes to the heart of how businesses
operate.

“When consultants talk about
digitisation, what they are really asking
is: how are these phenomena affecting
the way businesses operate and how can
consultants facilitate that? And I don’t

know whether they have the answer,”
saysMrRodenhauser.

Even if they do not, they have little to
worryabout fornow.Figurescollatedby
Kennedy for its 2014 Global Consulting
Forecast show revenue growth overall
accelerated from 3.7 per cent in 2013 to
4.6 per cent this year. A resurgence in
merger and acquisition activity and
advice, information technology integra-
tion and cyber security consulting, and
strategy and operations work related to
companies’ growth initiatives, has
pushed annual revenues in the industry
towards$247bn.

The Big Four accountants-turned-
advisory-groups show some of the
strongest growth in the top 10 consul-
tancies – a sign perhaps that their bet on
becoming large-scale one-stop shops is
payingoff.

No wonder that against this backdrop
of growth in standard consulting serv-
ices, innovative developments such as
crowd-sourced strategy-making seem
to pose little threat. BCG’s Mr Lesser
says consultants can still offer “deep
understanding of economics and com-
petitive advantage, customer needs and
rapid technology evolution in many sec-
tors. I don’t see crowdsourcing being
able to implement that in a world of
resource constraints and intense global
competition”. To be fair, neither do the
crowdsourcers themselves.

Ms Lagerberg says that once Grant
Thornton has examined the outcome of
its “jam”, “we may go back to some of
these traditional consultants to say: ‘We
wantyoutohelpusachievethis’”.

Similarly, Mr Thomond at Clever
Together says the business world is
“always going to need super-high-end
brains to solve super-complex prob-
lems”. He adds: “We’re not here to eat
[consultants’] lunch, we’re here to eat
someof thecrumbsoff thetable.”

Yet all those nibbling at the growing
consultingpiearehungryformore.

Newmodels redefine competitive landscape

The technological
challenges consultants
face are ‘the four horsemen
of the apocalypse’

T he digital revolution has
created new opportunities
for consulting firms with
more services to offer and
morewaystodeliver them.

Butasthemarketexpands,consulting
firms face a broader range of competi-
tors and an environment in which tradi-
tional “time and materials” billing is
giving way to alternative fee systems,
suchaspaymentsbasedonresults.

“Clients are looking to technology to
grow businesses and cut costs,” says
Fiona Czerniawska, joint managing
director and co-founder of Source for
Consulting,aspecialist researchgroup.

“Because no one firm has everything
that clients want, there are openings for
other businesses that are not traditional
consulting firms, such as creative agen-
cies working with clients on digitisation,
and companies like Google and Amazon
offeringITservices.”

“Digital projects have risen sharply in
the past few years,” echoes Alan
Leaman, chief executive of the Manage-
mentConsultanciesAssociation(MCA),
theUKindustrygroup.

But he feels that much of the increase
in competition is caused by consultan-
cies branching out, rather than outside
competitors poaching on consulting
firms’ territory.

What seems certain is that the new
world offers enormous opportunities
for consulting groups. Tools such as
mobile applications and data analytics
allow consultants to be increasingly

creative in applying their knowledge to
benefit clients, and to broaden the range
ofservices theyprovide.

“We are seeing the next evolution of
the consulting landscape,” says Bob
Sternfels, a director at McKinsey and
leader of its new client delivery models.
“As well as traditional consulting –
insights driven by smart people – there
is a push for a mix of data, tools and ana-
lytics.”

One aspect of this evolution is con-
sulting firms’ moves to offer predefined
products – though many in the industry
prefer theterm“solutions”.

About 90 per cent of consulting
groups are making efforts to “produc-
tise” parts of their work, says Ms Czerni-
awska. “It’s a way to take out costs from
the business and still charge clients a
traditional fee rate, and as such it’s an
importantpartofmost firms’strategy.”

“Solutions are a response to clients’
needtosolve industry issuesratherthan
use traditional consulting,” says
Michael Robinson, UK head of manage-
ment consulting at KPMG. “Solutions
also help firms to align prices with out-
come. As clients become more sophisti-
cated, you now have a range of ways to
bill clients, from traditional time and
materials, fixed price, through to fees
that are 100 per cent contingent on per-
formance.”

Fees based on consulting groups’ per-
formance are growing in importance,
though they still represent a small pro-
portionof theoverallmarket.

“The common theme is what clients
are looking for in services. Gone is the
worldwhere there isoutsourcing,where
you give the whole thing to somebody,
and consulting, where you ask them for
advice,”saysMsCzerniawska.

“Now there is a more indistinct range
of services – a continuum, if you like.
And clients often say they are interested
in something that mixes and matches
different models within that. So they
might not want to outsource their IT
function but appoint a consulting firm
to come in and run it for them for a cou-
ple of years, and then give it back to

theminamoreefficient fashion.”
Mr Sternfels explains further: “There

is a real desire for impact and outcomes
versus pure insights... That’s pushing
not only for new tools but for different
profiles of people to be assembled by
firms.”

Consulting firms’ business models
could start to reflect these develop-
ments, he believes. “People models
could start to change; there will be lots
of different talents who will have differ-
ent expectations, different compensa-
tionsanddifferentrewards.”

Jason Gordon, the partner leading

value-based billing at Deloitte, says: “All
these changes do have impact on talent
management, recruitment and the tra-
ditional pyramid shape [of consulting
firms’managementstructure].”

The model is also sensitive to last
minute changes, says Ms Czerniawska:
“A consulting firm is like a fighter plane
– it’s designed to move around quickly
but that makes it unstable as an entity.
Firms hope products will make them
easier tomanage.”

Consulting firms seem to be recover-
ing fromtheeffectsof the2008financial
crisis. And there is evidence that serv-

ices the firms offer are valued by their
clients. On average, consulting projects
in the UK generate benefits for clients
worth £6 for every £1 spent in fees,
researchcarriedout forMCAshows. Yet
the consulting market is still challeng-
ing, says Mr Leaman, and like most
businesses and industries, management
consultants facepressureonmargins.

Average consulting fees have not
increased since the financial crisis, says
MsCzerniawska.

“In the UK, the average fee rate is
about £1,200 a day, down from about
£1,500in2006,”shesays.

Fees based on
results begin
to challenge
old-style bills
PaymentBusinesses can nowmix andmatch
models for a tailor-made solution, says Paul Solman

When Coventry City Council engaged
iMPOWER to cut its spending on
transport for special educational
needs children, the consulting firm’s
pay was based on performance. The
contract with the local authority in
central England stipulated that 50 per
cent of the fee depended on spending
being reduced by at least 25 per cent.

Fees based on outcomes – also
known as risk and reward or
contingent fees – are a growing trend
in the consulting sector, though they
still account for only 12 per cent of all
consulting, compared with about 8 per
cent a decade ago.

“The main reason why outcome-
based projects have not been taken up

more quickly is the complexity of the
arrangements,” says Fiona
Czerniawska of Source for Consulting.

Martin Cresswell, chief executive of
iMPOWER, says: “Risk and reward can
provide the appropriate incentives for
the provider and client to focus on the
right behaviours to deliver agreed
outcomes.”

Michael Robinson, UK head of
management consulting at KPMG,
says: “There are a small number of
cases where 100 per cent contingent
can work. If consultancy doesn’t
achieve results, it doesn’t get paid. But
it does require a high level of
sophistication on the part of the client
as well as the consultancy.”

Uptake of risk and reward model still low

Smart moves: mobile apps can help consultants be more creative — Hero Images/Alamy

Once, the standard way for a
consulting firm to serve clients was
through a team of experts providing
advice for a daily rate. Now firms offer
named products, or “solutions”, where
consultants are engaged to implement
a predefined approach to a specific
issue or problem.

Global firm McKinsey, for example,
offers a wide range of solutions, such
as Finalta, which helps financial
institutions find ways to make
improvements by comparing
performance with their peers;
ClickFox, which uses data analytics to
provide clients with a detailed map of
their relationship with their customers;
and Performance Lens, which provides

market information and sales analysis
for asset managers.

“The consulting industry’s migration
to solutions is a combination of things
put together to deliver a higher
impact,” says Bob Sternfels, McKinsey
director and leader of the firm’s new
delivery models. He identifies what he
calls three archetypes of integrated
solution: data-orientated, tool-based,
and analytic capability.

“Products don’t mean that every
client gets the same thing,” says Jason
Gordon, the partner leading value-
based billing at Deloitte. “Products are
a way of delivering high value to client
in a way that is sensible for the client
and the firm.”

Integrated solutions tackle specific issues
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