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ABSTRACT

This article summarizes the developments in Management Consulting (MC) over the last
century and explores several questions frequently appearing in MC research: Does MC
add value? Does MC accelerate innovation? How digitization and advanced technologies
will impact MC? What is the level of trust that business professionals put in MC? Although
research questions are derived mainly from scholarly research, answers are sought from a
managerial point of view based on a global survey with 122 participants. Results showed
a positive tendency about MC among participants, where consultants are slightly more
optimistic about their influence; also, the impact of advanced technologies, such as Al, on
MC is confirmed, possibly explaining the high growth rate of technology-driven consulting
over the last few years.
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INTRODUCTION

Definition and Scope of Management Consulting

Management consulting as we know it today
originates from the 1930s with Frederik Taylor,
promoting scientific management to help firms
analyze workflows (Kipping & Clark, 2012), and when
the number of consulting firms quadrupled in only
ten years (McKenna, 1995). Their role was, and to
this day still is, to advise and assist on large company
projects that are well defined, with a clear beginning
and end, and are always aimed to improve the
strategy, structure, and performance of organizations
(Cerruti et al.,, 2019; Larsson et al., 2020).

The term ‘business consulting’” needs to be more
consistently defined in the literature (Nissen, 2019).
With diverse origins in management, organizational
development, accounting, strategy, and information
technology, the definition of MC is diverse and far
from a homogenous phenomenon (Schein, 2009).
However, there is a consensus that MC firms provide
expertise through advice by facilitating change and
legitimating client decisions based on independence
and credibility (McKenna, 2006; Markham &
O’Mahoney, 2013).

Greiner and Metzger (1983) define MCas “an advisory
service contracted for and provided to organizations
by specially trained and qualified persons who assist,
in an objective and independent manner, the client
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organization to identify management problems,
analyze such problems, recommend solutions, and
help, when requested, in the implementation of
solutions.” Inamorerecentdefinition (Baaij, 2022), MC
is “a knowledge-intensive service which independent
business professionals provide to managers of client
organizations and consists of objective advice on
management’s decisions regarding the solutions to
the client organization’s problems and opportunities
and may, in some cases, also consist of assistance
with the management’s tasks regarding the
implementation of these solutions.”

According to the European Federation of
Management Consultancies Associations (FEACO,
2022), the MC market is organized by the following
primary service lines (Figure 1): Strategy, operations,
sales & marketing, finance & risk management,
people & change, technology, and other services. The
MC market is also segmented by clients from various
sectors, such as consumer and industrial products,
financial services, energy & utilities, telecom & media,
business services, and the public sector. The majority
of consultants work at large and mid-sized MC firms.
However, regarding the number of MC enterprises,
these firms typically represent less than 15 percent
of the total, with most enterprises active as freelance
consultants consultancy.uk (accessed in July 2022).
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Figure 1: MC market share by service line and client
industries
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Source: European Federation of Management Consultancies Associations
(FEACO, 2022)

In the last couple of decades, the MC industry has
shown continuous and significant growth (Nissen,
2019). It has become one of the most mature sectors
in the professional services industry, generating
between $100 billion and $300 billion in revenues,
according to consultancy.uk and Statista.com
(accessed in July 2022). The exact estimate cannot be
made due to different definitions used as consulting
revenue, and client data confidentiality, and privacy
of many MC firms’ financial information. The figure
below uses the estimated revenues per consultant
per annum as a proxy for average rates and the
number of consultants for firm size.
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Figure 2: Fee structures in the MC industry

Source: Consultancy.uk (accessed in July 2022)

What is the Impact and Value of Management
Consulting?

Organizations rely on consultants to solve their
strategic and operational problems and to explore
potential improvements and growth opportunities.
Costa et al. (2021) argue that in current business
conditions with high volatility, uncertainty, complexity,
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and ambiguity, MC firms play a critical role in helping
companies to transform their business models.
MC firms also play a central role in business model
innovation and digital transformation (Birkinshaw
et al., 2008; Osterwalder & Pigneur, 2010; Curuksu,
2018). Corporate professionals see the role of MC
as essential to their work as they bring an outsider’s
perspective (Lovejoy & Simmons, 2003; Kitay &
Wright, 2004). Organizations hire consultants due
to insufficient in-house expertise (Simon & Kumar,
2001) but also to avoid taking responsibility for a
project failure; therefore, hiring external consultants
as scapegoats (Alvesson & Johansson, 2002; Baaij,
2022).

Sturdy et al. (2020) suggest that the growing use
of external MC services, especially by public sector
organizations, has negative implications for client
organizational efficiency - as Ylonen and Kuusela
(2019) called it, a consultocracy. Moreover, amid
this controversy, sometimes consultants are hired
to get rid of consultants, as the government in the
UK asks consultants for advice on ending the use of
consultants (The Telegraph, November 19, 2020).

Measuring the value and impact of MC firms is
a broad subject where the value of MC can be
categorized into three main areas: value creation,
value proposition, and value capturing (Clauss, 2017,
Tavoletti et al., 2021). In the past, the concept of
value was solely created by the MC firm without
the client’s involvement (Oesterle et al., 2020). This
concept has evolved towards co-creation between
the MC firms and the clients (Jarvi et al., 2018;
Demirezen et al., 2020; Fuentes et al., 2019; Eriksson,
2022). However, there is also a possibility that some
consulting engagements do not create value but
create potentially adverse consequences leading to
value co-destruction (cf. Plé & Caceres, 2010).

Articles appearing in business-related journals over
a half-century have questioned and challenged the
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benefits or drawbacks of MC, while the impact of
MC firms and consultants has been understated and
overstated (Solomon, 1997; Wright & Kitay, 2002;
Sturdy, 2011). Johnston’s (1963) research showed
that companies in the UK could expect 200 percent
returns for every pound they spent on consultants.
Solomon’s (1997) study showed that there appears
to be a correlation between MC engagement and
the differences between actual and expected
stock prices. On a critical note, Sorge and van
Witteloostuijn (2004) argued that consulting advice
is typically associated with unsubstantiated claims.
MC does not deliver advanced value for organizations
since consultants offer over-generalized approaches
to individual businesses. Moreover, according to
Vermeulen (2017), nothing happens when strategy
consultants come in: they develop a new strategy in a
PowerPoint, organize town hall meetings, tell people
to change behavior, adjust balanced scorecards, and
allocate budgets accordingly.

For several reasons, it is challenging to establish a
relationship between MC activities and business
outcomes for several reasons. First, it is very difficult
to isolate a cause-and-effect relationship between
companies hiring consultants and increasing the
value of those companies. The second problem is
defining and determining the (intangible) value, such
as a culture change (Donnelly, 2011). A third problem
is acquiring the necessary data as MC firms do not
share their financial information (Solomon, 1997).

(NEW) TECHNOLOGIES, ARTIFICIAL INTELLIGENCE,
AND THE MANAGEMENT CONSULTING INDUSTRY

Christensen (2013) already suggested a decade ago
that the MC industry is on the verge of disruption.
The recent developments in new technologies and
digital disruption, such as Artificial Intelligence (Al)
and Machine Learning (ML), put more pressure on
MC firms, as many researchers consistently confirmed
this trend over the years (Cecere, 2016; Dotch, 2016;
de Man et al, 2017; Kriger & Teuteberg, 2018;
Nissen, 2018; Tavoletti et al., 2021).

MC firms are facing a digital transformation process
that will lead to partially or entirely virtualized
processes, new organizational structures, and digital
business models (Nissen, 2018; Curuksu, 2018;
Davenport et al., 2018; The Economist, 2018; Haslam,
2021). Indeed, we live in an era of digitalization
where Big Data, Al & ML algorithms change how
people work (Leonardi & Treem, 2020), and even

more so in large organizations (Steiber et al., 2020).
Consequently, the transformation of the MC is still
in progress, especially in the (post) Covid period
with virtualization and remote working, which are
increasingly accepted both by clients and MC firms
(Collina, 2021; Manyika et al., 2021; Laffitte, 2022).

Consultants have long relied on judgment to develop
a deductive reasoning hypothesis and use data to
prove or disprove the hypothesis. Al & ML algorithms
change this approach through data-based inductive
reasoning (Libert & Beck, 2017). Davenport et al.
(2018) argue that traditional consultants will likely
stay. However, robo advisors and quant consultants
complementing humans will create a hybrid form
of consulting, possibly in virtual platforms (Lee et
al., 2020). Czerniawska (2017) estimates that nearly
three-quarters of the traditional consulting industry
could be taken over by a new breed of “intelligent
machines,” particularly around commodity consulting.

New technologies such as Al & ML provide relevant
insights and make predictions based on the available
information (Glngor, 2020). And a growing number
of open data and analytical tools are publicly
available. Thus, MC clients can also analyze their data
(Larsson et al., 2020). As the clients are equipped
with data and analytics tools, they will likely explore
partnerships with smaller, more agile MC firms
(Nissen, 2019). Not surprisingly, “technology-driven
consulting” is Europe’s fastest-expanding service
practice (Cerruti et al., 2019). Even the top-tier MC
firms moved to the technology and analytics space
to provide end-to-end digital solutions. For example,
McKinsey acquired a data and analytics company
QuantumBlack to develop their Al branch. Boston
Consulting Group (BCG) has also taken a similar step
with its data and analytics institution, Gamma.

While MCfirms are struggling to cope with technology
advances, and to build competence centers, big
technology firms are also increasingly competing
with MC firms, according to a special report by The
Economist (28 March, 2018). Google, Amazon, and
Microsoft are already moving into the consulting
market with their cloud computing infrastructure,
large in-house data lakes, and unlimited capital - by
providing ease of use, well-designed interfaces,
and improved algorithms. Beard (2022) states that
The Big Five (Google, Amazon, Meta, Apple, and
Microsoft), with revenues exceeding $1 trillion, have
the financial power to enter the MC market, and they
even have the potential to hoover up the best talent
(Gavet, 2020).
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Trust and Ethical Values in Management Consulting

According to Kipping (1999), the foundations of
trust-based relationships occur personally between
the consultant and the client and are eased by
social, cultural, or educational proximity. Gltckler
and Armbrister (2003) argued that it is not the
price, not the measured quality, but the experience-
based trust and reputation that are the main drivers
of competitiveness of MC firms - especially since
consultants see themselves as trusted professional
advisors (Kipping & Clark, 2012; Fincham, 2012;
Solomonson, 2012; Nissen & Dittler, 2018).

As part of the trust equation, business ethics,
and ethical conduct are essential for MC firms
(Aleshnikova & Mishchenko, 2021). The MC industry
has already witnessed a complete collapse of a global
MC firm, Arthur Anderson, after the Enron scandal
in 2001 (Nix et al., 2021). Since then, and despite all
precaution MC firms have undertaken to strengthen
their ethical code of conduct, they still cannot avoid
global scandals. Recently, McKinsey settled for nearly
S600 Million over its role in the opioid crisis because
of its sales advice to drugmakers, including Purdue
Pharma, the producer of OxyContin (NyTimes.
com, February 3, 2021). EY was also hit with a $100
million fine over cheating on ethics tests. Hundreds
of employees at the accounting giant shared
answers to exams required to keep their licenses
(Washingtonpost.com, June 28, 2022).

MANAGERIAL REFLECTIONS FROM A GLOBAL
SURVEY

Research Methodology and Data Collection

A survey has been shared with several management
groups on LinkedIn and among (executive) business
students in Europe and Asia (convenience sampling)
to understand general perceptions and sentiments
about the topics emerging above. Over 1500 views
resulted in 134 survey participations with 122
recorded responses (see Figure 3), with a few missing
data points in different questions.

Knowledge and experience with Management Consultants
122 Responses

13% 31% 17%

® Some with no (]

ige with limited expe @ Work occasionally with consultants

@ Work frequently with consultants @ Work as a consultant

Figure 3: Survey participants and their knowledge
and experience with MC
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Participants with different knowledge and experience
levels, varying from some knowledge with no
experience with MCto people working as consultants,
are invited to fill the survey questions on four topics
(added value of MC, innovations accelerated by
MC, the impact of technology and Al on MC; and
trust and ethical values in MC) by comparing six MC
service lines according to FEACO (2022): strategy,
operations, technology, sales & marketing, finance &
risk management, people & change.

Results and Discussion

Overall, four survey topics and six service lines based
on five experience levels with MC showed relatively
positive perceptions about MC, with response levels
around 3.76 on a scale from 1 to 5. Across four topics,
the value adds of MC received an average score of
3.84, innovation around 3.65, impact of technology
& Al around 3.90, and overall trust around 3.64 (see
appendix for full results). Across knowledge and
experience levels with MC, survey results showed
that the higher the experience with MC, the lower
the overall perceptions about MC. Across six service
lines, technology consultants received remarkably
high scores in four survey areas, followed by strategy
and operations consultants. Finance & risk, marketing
& sales, and people & change consultants received
similar and relatively lower scores in all four survey
topics (See Figures 4 and 5).
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Despite critical views about MC in many publications,
including some recent global scandals, overall
perceptions appear relatively positive about MC
in terms of their added value, their contribution to
innovation, their trust and ethical values, and the
impact of new technologies on MC. This positive
perception, however, slightly diminishes with the
increase in exposure and experience with MC. In
other words, respondents with limited experience
with MC had slightly more positive perceptions than
those working with MC. On this scale, respondents
who work as a consultant showed a balanced level

of perception, a little more positive than people
who frequently work with consultants and a little
less optimistic than people who have no or limited
experience with MC. Consultants firmly agreed that
MC creates added value, and advanced technologies
impact MC (Figure 6).

One of the exciting outcomes of the survey was that
finance and risk consultants are perceived as the
least innovative with their 3.16 score, which was also
the lowest average score in the entire study (Figure 6
and appendix).

Perceptions about 4 survey topics based on experience

3,50 3,60 3,70

INNOVATION M TRUST M VALUE BTECH&AI

Perceptions about 4 survey topics based service lines

Figure 6: Perceptions about MC survey topics based on experience and service lines (n=122)

CONCLUSIONS

Management Consulting (MC) has been evolving
for almost a century, from promoting scientific
management in the 1930s to delivering digital
transformations with Artificial Intelligence in the
2020s. Over the years, many topics emerged as a
subject for discussion and debate in MC, and this
research investigated four of them: added value of
MC, innovation with MC, the impact of advanced
technology, such as Al, on MC, and trust and ethical
values in MC.

A global survey revealed the different perceptions
about these MC-related topics with a relatively
positive tendency, with average survey scores around
3.76 on a scale from 1 to 5. The survey participants
(n=122) are collected with a convenience sampling
methodology and thus, as a limitation of this study,
the results reflect the perceptions of this small
sample group.

According to the majority of survey participants,
MC adds value and accelerates innovation with a
reasonable trust in the ethical values of MC firms.
Participants who work as consultants seemed more
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optimistic about their roles and impact than those
who work with consultants, potentially explaining the
tension between client and consultant relations and
contributing to the ongoing debate.

The survey results confirmed the impact of advanced
technologies, such as Artificial Intelligence, on MC.
Technology consulting was the center of this impact
as it was evaluated with the highest scores on all four
survey topics. This explains the high growth rate of
technology-driven consulting over the last few years.

It was interesting to observe that finance and risk
consultants were perceived as the least innovative
in their consulting capacity, and this is another topic
that appeared as a subject for discussion and further
research.

So, the evolution and transformation of management
consulting seem to continue, especially with the
advanced technology and analytical tools; this trend
does not seem to be changing soon.
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