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Used to be Head of Strategy for Ernest and Young…


She runs a firm researching consulting organisations and also offering client facing work


She works with small companies that want to work with smaller companies…

· Good advice can only be taken by a good client…

· You only get good consulting when you have good clients

Objectives – to understand:


Where is growth coming from, what is 


Current trends

Profitability

Customer relationship

Sales management of organisation

Client engagement

Commoditisation and value 
( how do you generate value, how can you avoid being commoditised
Ethics and personal integrity ( 

Group presentations
Why do people use consultants?
· Management consulting is:-

· “The creation of value for organisations through the application of knowledge, techniques and assets, to improve performance. This is achieved through the rendering of objective advice and/or implementation of business solutions”

· Continuum of Advice through to Implementation

· Advice in 1900s from 80s onwards implementation was included…

· Some firms are highly specialised on implementation – Accenture and IBM are mostly about implementation ( realistically, their tools are mostly geared towards provision of technological solutions and advice…

· Some firms are more focused on offering advice, whilst some are in the middle

· This change towards implementation has had a massive change in the consulting industry…

· Move from small private firms to large publicly traded firms…

· E.g. Hitachi consultants do not give independent advice…

· Bain is the only one that has grown up that has reached a revenue over $1bn – the others have all grown of been bought up…

· Application of knowledge

· Consultants vs contractors ( what is the difference?

· Consultants drive business performance…

· Working with businesses

· Developing new strategies

· Work out which costs to cut

· Deliver IT solutions

· Not all consulting contracts will provide improved business performance

Lawyer jokes have become Consultant jokes!

Why is it that consultants have such a poor reputation? 

…Because they do not always manage to add value to businesses and improve performance…

· Why has management consulting grown?

· Technology

· Due to the fact that technology changes, and skills move on, consultants have always been drawn towards implementation and technologies

· Constraints on headcount and budget

· One of the big phases of growth was in 1980s, but big multinationals were controlled by headcount… Budgets were defined by reducing headcount year-on-year, so when people had money, they would pay for consultants instead…

· Restrictions of people’s ability recruit lead to increased numbers of consultants…

· Public sector finds it hard to recruit people, so they can bring in consultants with high levels of flexibility

· What is the difference between a consultant and an FTE?

· Staff substitution – where a consultant is there for too long…

· Consultants who are there for too long cost businesses a lot of money because they are phenomenally expensive…

· Consultants should be brought in to fix a particular problem or exploit a specific opportunity…

· You would only ever call a plumber when your boiler breaks – you wouldn’t keep them in the house just in case something goes wrong…

· Doing this with consultants ruins the reputation of the consulting firms, because it blurs their delivery

· Read “Dangerous Company” – O’Shea and Madigan

· Where consultants do not offer growth, and just hang around, and no one asks why they are there, people
· Changing Management philosophy

· Management practices have changed – in the 1950s, people thought they had to vertically integrate, they would have real estate people who help people who move buying

· If you don’t gain a competitive advantage from having a real estate person, why not outsource it – focus on your core competencies…

· In the 50s, people had full time Directors of Electricity – now it’s better to outsource that function!

· Do we need to have a full time strategy function? If it’s only done it once every 5 years – do you really need them? That was one of the first outsourcing decisions… but perhaps, as the environment changes, it makes sense to have people in the organisation who are ready to react quickly and understand the strategic goals

· Is this a good time to be a consultant?

· It’s a good time to be a manager, and it’s a fantastic time to be an economist….

· Insecurity

· FUD (Fear, Uncertainty and Doubt)

· Regulation

· Glass-Steagall Act – separated investment banks and commercial banks…
· McKinsey started to grow very quickly due to the Glass-Steagall Act which stopped banks being able to offer advice – so people went to new things called consultants….

· Why do organisations use consultants?
· The 4 P’s of consulting

· People – 50%

· Over time, specialist skills have become more and more important to organisations

· Clients who have hired a consultant who has skills and knowledge outside the skills of the organisation their satisfactions are much higher

· If you want to move into consulting, you have to think about what your specialist skill is… the days of generalist consulting are over…

· Process – 30%

· People who know what they want to do, but don’t know how to do it…

· People who are stuck, busy with their existing jobs, and can’t manage things to find enough time to get things done

· Consultants have a remit to build energy and drive around a project to get things moving and get things done

· Consultants accelerate processes

· Perspective – 15%

· Consultants bring in the outside view

· They can “See the wood for the trees”

· Sometimes you need someone from the outside to give you perspective…

· Sometimes bringing together ideas that the client already has, but putting them together in new ways to change the way that the client looks at the issue

· When consultants come in, look at the organisation and surprise them with insight

· Politics – 5%

· Dirty work…
· The board level decision making processes are not working properly…

· Perhaps they know they need to make people redundant, but don’t want to…

· Sometimes you know that you need to close a factory, but you want political backing from the consultants to push through the decision (that would be bad management because management is about taking responsibility for decisions, but not necessarily bad consulting because you can still add value for the organisation)

· You can bring in consultants to find out about your customers to drive decisions through

· Clients tend to know the solutions, but they sometimes they need to talk through the issue…

· The Life-cycle of Management ideas
· This is a key takeaway
· Adopting a tool at the start of the process meant that companies had the highest benefits, whilst doing it towards the end means that the benefits reduce…
· Over time people start to codify the tool and the more it becomes a standard tool, the less bespoke it becomes to resolve a specific problem…
· An example:-
· As a Harvard Professor, I came up with “Pet Food Management”
· Strategy is “knowing what your customers want and giving it to them profitably”

· So she offers a 3 step process – Get pet, buy food, feed pet…

· So the CEO of GE looks at an article in HBR…

· GE recognises that Pet Food Management is simple and easy…

· They used a consulting firm to develop the tool and apply it to the incredibly complex GE…

· So, by applying them to the problem, they gain huge benefits…

· The consulting firm goes away and thinks – we need a methodology to codify this for the next time…

· A core competency of a consulting firm is to take a tool and codify it

· Competitors will then hire the pet food management consultants

· The tool becomes more standardised, but that’s the 

· Costs are initially very high, because innovation where people don’t know what’s going on, where they are breaking new ground is high cost…

· But as the methodology gets developed, the costs are reduced…

· After some point in time, it costs more to implement the project than the benefits that you can get…

· Early adopters get most value, even though they pay the most money, they get the most value…

· Late adopters get less value

· Every time you codify something, you reduce the value to the client…

· There are new services which will add huge value…

· There are middling services, which are offered quickly and efficiently

· There are older services will are offered at low margins…
· Thus you need to continue to innovate

· Innovation of tools

· The speed from the start to the peak has sped up – this may be due to the internet… increased speed of the organisations
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· Six challenges for consulting firms
· Maintaining profitability
· Relationship management
· Sales and marketing
· Client engagement
· Commoditisation and value
· Ethics and personal integrity
· Maintaining Profitability
· You cannot be as innovative if you are Accenture…
· Do you want to be small and innovative or large and not…?
· Do we really need large consultancy firms?

· There are a very small number of very large projects, and there are a very large number of very small projects… and big organisations 

· The average size of consulting projects is coming down

· The consulting market is very much polarised… Massive projects, or small projects… there are no middle sized projects…

· So the number of mid-size firms is shrinking…

· If there are no middle size projects, then it is very very hard…

· It is incredibly difficult to grow beyond a certain size… (Bain is the only one that has grown to greater than $1bn in the last 50 yrs)

· The first challenge is when you grow beyond 100 people when you can’t easily have team meetings…

· The second is when you reach 300 when you have to start to separate different groups…

· It’s not necessarily the case that you can grow beyond a particular size…

· Mergers (tend to be driven by internal cost efficiencies rather than the benefits to clients…)! Acquisitions! Organic! Alliances (only work when the market is growing)!

· Consultancies can be hard to run because you spend the money on the basis of paying staff, but clients tend to take a long time pay…

· PWC sold consulting to IBM, KPMG opened a new consultancy…

· Tend not to be done to grow, but to shrink…

· These acquisitions, mergers and changes were not done for client benefits…

· Often done by engineering firms which want to move into the consultancy areas…

· There has been a wave of consulting firms growing on the basis of tech firms… the new market of the internal company
· Coopers culture was entrepreneurial, and if you kept yourself busy you got promoted, and if you kept your friends busy, you got promoted further, and if you kept your friend’s friends busy, you got promoted to partner… You never followed orders, because it tended to be politically difficult for them to do it… whilst PWC had a very much centralised structure… 

· The PWC market was geared towards big projects and people waiting around for projects, whilst the Coopers people were running their own small business doing the work… better model in a downturn…

· The cultures must match in mergers and acquisitions

· The real opportunity is for non-consulting firm to buy up smaller consulting firms to move into that market…

· Problem #1 – Economic Crisis
· People are deciding not to use consultants!
· “We’re going to cut the easiest areas first… biscuits and consultants” – CEO, major banks
· The real threat is no more consultants when people don’t have the money to pay for it…

· There is a big debate as to what is discretionary and non-discretionary spend…

· If consultants are adding enough value, then they can ensure that they are perceived as non-discretionary

· Has business become addicted to using consultants?

· There is a move towards using internal staff to do work that they would have used to use consultants for…

· In France where there is a necessary long term consultancy process you might as well use them…

· CEOs turning around and saying “no more consultants” is the biggest threat…

· Most businesses use technology, and technology continues to change, so linking with technology could maintain investment in consulting…
· The consulting industry is 100s of small markets, but whilst the industry overall will shrink, there will always be opportunities for growth in different areas…

· A difficult market doesn’t necessarily mean that we will lose consulting… since there are several different opportunities out there…

· Do not go into Financial Services for the next 2 years!
· Key sectors in 2009
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· Will the market pick up in 2009 or 2010 or will we move into a depression?

· In 1992, initially, financial services dropped, and then retail, etc… etc… then you can move your people around into other sectors – that’s why it’s best not to focus on only one sector – that way you cannot move into other sectors
· Recessions generally affect consulting sectors in waves so if you are in different sectors, you can offset decreased demand in different areas…

· Work on the basis of different sectors…

· Key Services in 2009
· Operational improvement
· High satisfaction levels – because people can see the savings…
· Boxwood – London underground… 4 hours to do the work… replacing big pieces of track… 12 people working 4 pieces per night…
· Boxwood watched the teams working overnight… After 6 months, they had achieved 8 pieces per night… 100% performance improvement… Plus, they ended up training people on how to look at work in terms of continuous improvement, so in the years after the consultants left, they managed to move to 12 pieces per night…
· They improved performance through supply chain, reduced paper work overhead, involving clients in the process
· IT consulting
· Clients have spent a lot of money on IT, but they want to get the best benefits from their prior capital investments
· Outsourcing
· Consulting and outsourcing are counter-cyclical… In a recession, people would rather off load the costs to a third-party
· E.g. You outsource your IT function to an external company that manages it…
· Outsourcing companies may reduce cost initially, but will rarely try to improve performance over time…
· 67% of Accenture work is outsourcing… One of the best organised companies… in a 10 year meeting, they saw that their biggest competition would be outsourcing… thus, Accenture having recognised this, they moved into outsourcing…
· Accenture can’t give you independent advice on outsourcing, because they sell it…
· Accenture then (after another 10 year meeting) recognised the benefits of offshoring – which they offer through a Global Delivery Network… A bit late, but ahead of every other consulting firm…
· Accenture has clearly recognised the competition from private equity firms… They now recognise the importance of offering a specific value proposition/ service, and they need to do it profitably…
· They are offering the service of buying an underperforming component of a business, and selling the service back… With ownership, you have a much bigger impact on the business…
· Bain does not do outsourcing… They do strategy… Bain is connected to private equity firms – Bain capital…
· Bain doesn’t do outsourcing, but it does do private equity…

· They can invest in businesses to become a source of growth…

· To grow beyond 300 people, you need a bigger firm behind you…

· Each of these has:-
· Tangible deliverables

· Rapid payback

· Short projects

· Speed of reaction matters

· All risk no reward payment terms

· Specialisation vs flexibility

· The consulting firms want flexibility to be able to move you…

· … but clients want specialised skills…

· Recruits want:-

· Variety

· Change to learn

· Social responsibility

· Respect among peers

· Consulting firms want:-

· Good communication skills

· Flexibility

· Team-working

· Clients want:-

· Specialist skills

· Track record in delivery

· Ability to transfer knowledge

· Only good reason to go into consulting – is learning! 

· It’s like extended business school!

· Eden McCallum – employing 10 people working with freelance consultants… but 50 employees are generally employed full time… there’s a 2nd ring who only work every now and again because they are specialised… and a 3rd ring who are extremely specialised that they only use once every 5 yrs…

· 60% of the costs are related to people…

· Threats to the pyramid model
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· It’s much better for the consulting firm to offer out the work of the lowest level people… Leverage
· The partners will be utilised at about 25% - with the rest of the time developing the business, whilst business analysts will be utilised at about 80%

· You need a flexible labour market with a good pool of well development people…

· The Eden McCallum structure is more sustainable than the pyramid model, because clients hate getting low level consultants rather than top level consultants…

· The consulting firms want more from the bottom, whilst the clients want more from the top…

· Plus the consulting firms are also losing a lot of the bottom end people on the basis that the offshore companies are eating into the corners…

· If your junior people aren’t based in your country or your company – where do you go for company progressions?

· What happens to the future culture of the organisation? New leaders will come from offshore nations…

· Practical Example – AB&C Associates

· Pyramid structure that doesn’t work and doesn’t satisfy clients… where demand fluctuates like a roller coaster…
· Number of staff, rate charged out per day, and profit…
Challenge #2: Relationship Management

· Consulting is a relationship business but…
· Problem 1

· The traditional shape of the consulting firm is the pyramid model – but clients don’t want that…

· Problem 2 – Different types of client

	
	Are attracted by:
	Are put off by:

	Dependent
	-Consultant who engages them, says a lot about themselves

-Provides help in decision making

-Who appear trusting
	

	Detached
	-Good product knowledge

-Consultant who allows them time to consider

-Consultants who keep their distance
	

	Dominant
	-A confident consultant

-Asking for an order

-
	


· Problem 3 – History
· Enron – How can you be an independent auditor when you are earning high levels of money from consulting… Sarbanes Oxley meant that audit firms cannot provide consulting provisions…

· Ironically, the banks that have suffered have been paying consultants to audit… So we’re back at Enron… Conflict of interest…

· If you’re paying money, you don’t get an independent relationship…

· There is a history of relationships not working properly…

· “The Trusted Advisor” Maysmith ( Trust = Credibility + Reliability + Intimacy / Self-interest…

· Credibility = Words – I can trust what he says – if you don’t trust what I say – you’re a windbag

· Reliability = Actions – I can trust him to… - if you don’t perform – you’re a flake

· Intimacy = Agenda - I can trust him with – if you can’t be intimate- you’re a technician rather than a consultant… When people trust you with more information than required to do your job… Trusting you to use information provided properly…
· Self-interest = Motivation - I can trust him to care about – if you have questionable motivations then you are devious… If you’re running a small firm that is incredibly busy, compared to a big firm with a different level of self-interest…
· Potential Flaws: does every client want an intimate relationship – blurs the line of perspective… Is intimacy a cultural issue?
· Worked examples ( consider the US Presidents – the issue of trust and credibility, reliability, intimacy, and self-interest…
Challenge #3 – Sales and Marketing

· Centralised procurement

· Pros

· Greater discipline in the process

· Greater transparency and objectivity (less swayed by personal relationships)

· More open-minded about new firms

· Framework agreements may reduce the cost of sales in the long-term

· Ex-consultants who understand consulting

· Cons
· May not understand consulting
· Too reliant on standard formulae rather than focused on understanding specific needs
· Creates distance between client and consultant

· Primary means of adding value is price
· The rise of preferred supplier lists
· Typical organisation

· Spends between 3 and 5 percent of their costs on consultants

· 60% of which almost always goes to these firms…

· Mckinsey, Bain, BCG, Booz-Allen

· Deloitte, Ernst & Young, KPMG & PWC

· IBM & Accenture

· Because of the barriers to new entry, the preferred supplier lists will be accounting for 90% of the consultants… And it will reduce innovation…

· 10 big firms will end up getting to the point where they run everything, and that ruins innovation due to reduction in competitive rivalry…
· Slowdown in innovation will eventually lead to commoditisation and become a massive threat to the organisations….

· McKinsey – The Pyramid Principle… Barbara Minto
· Magic number 7 is the number of things most people can keep in their head at any given point…
· At the top is the question, and under that are the different reasons that you should do that
· Powerful way to structure your thinking…
· Selection Criteria
· 1. Ability to deliver

· 2. Experienced consulting team

· 3. Specialist expertise

· 4. Originality of approach

1. This is small insights that a client will really value… changing the way the client thinks even before starting work… rather than a great new model…

· 5. Experience of client sector/market

· 6. Reputation

· 7. Existing relationship with individual

· 8. Technological resources

· 9. Recommendation from client networks

· 10. Existing relationship with firm

· 11. Price competitiveness

· 12. Size of team/firm

· 13. Geographical Representation

· Why is it that consulting firms believe the issue of price is higher up the list…?

· If you think it’s worth £100k… you then go for something in the ball park figure…

· If there are companies coming in at £30k or £300k, then people will ignore them and then focus on the more relevant ones as they clearly didn’t understand the remit…

· The best idea to increase your chances of being expected is to ask about budgets!
· Clients don’t want to tell, and consultants don’t really like to ask…
· … but it makes the process better for the clients and the consultants…
· Open and transparent discussions about budgets is the best idea…
· Asymmetric information is another issue faced by consultants…
· In a perfect economic world, people have access to perfect information on the basis of rational economic decisions…

· But… in the real world, no one really knows a “fair rate to play”, so clients always have imperfect information about the rates to pay consultants…

· Quality of consulting projects are reduced, because prices come down…

· This means that the consultancy projects are lower quality, and since people have low quality consulting last time, clients expect lower price the time before…

· This leads to lower prices and lower quality, driving down lower expectations…

· The only way to resolve this is to ensure open dialogue about price expectations…
· Everything Under the Sun
· How good are they?
· Consultants must demonstrate that they understand the client’s business…
· But – they don’t add value by offering analysis or analytical thinking…
· There is not a huge amount of substance so the concrete thing – price seems hard…
· Detail…
· Avoid generics ( “We spent a quarter of a million of your dollars and our first conclusion was “Retail is a very competitive environment””
· It’s important to customise…
· Differentiation comes from customisation…
· In consulting you should ALWAYS recreate the wheel…
· It’s important for consulting firms to differentiate themselves…
· Advertise McKinsey….
Day 2 – Points to address – client engagement, how do you value consulting and avoid it becoming a commodity, ethics and ideals...

· Challenge #4: Client engagement
· Consulting paradox – 70%+ satisfied pr partly satisfied clients
· “Too often these consultants know too little about the delivery… to be trusted… more broadly, hiring them is too often a way of shelving a problem rather than solving it.” – The Times, May 2006
· So why is it that mostly people seem to think that consultants are bad value, but mostly people are satisfied…
· Overall responsiveness (85%+, 4% -), how easy it was to work with the firm (85%+, 4%-), Quality of consultants (78%+, 9%-), level of communications (74%+, 7%-), Ability to think creatively (59%+, 11%-), but only 35%+ and 14%- on training and skills transfer…
· Training and skills transfer is one of those issues where whilst both sides talk about the importance on it, in general, neither side provides enough time to perform…
· Understanding the paradox:-
· Surveys are generally done by the decision makers…
· The people who brought the consultants in have self-interest to be happy with the project…
· Plus, they know why they are there!
· To what extent were you satisfied by the results of the consulting project?
· Decision-makers – 48%, Influencers – 45%, Project Managers – 28%, People seconded to the project 11% and end-users - 17%
· People seconded to the project will be the decision makers next time round…

· Intimacy in Maister’s model is always geared towards decision-makers rather than seconded people

· Recently employed middle managers who have moved in to Directorial positions tend to hate consultants as they have been consistently ignored by them – killing the market…

· The view from the top

· Successful consulting depends on:-

· Credibility – consultants, clients, firm

· Clear sense of purpose

· Communication

· Commitment

· If no one believes that you should be there – you need strong levels of commitment and top level support…

· But – top-down work does not communicate properly to people within the organisation…
· But top-does isn’t enough – “It was very frustrating: we didn’t know what the consultants were doing”

· Decision-makers (9%), influencers (10%), Project Managers (12%), People seconded to the project (30%), and End-users (13%)

· View from the ground
· Integrated teams
· People have to be in the same place (within 100 meters) to build a team
· People have to work together for 
· Flexibility and innovative thinking
· Consultants want standardised tools
· But people want flexibility…
· People know deep down that a certain level of customisation generates value…
· They also want to be involved
· It’s like a recipe – an inexperienced chef will slavishly follow the recipe, whilst a master chef will play with it a bit…
· Personal gain
· All projects require people to go the extra mile…
· Consultants are all motivated to make things work because they are incentivised on good work…
· Clients don’t really want to be fully engaged as they’ve been seconded…
· The Importance of specialist skills
· There was a genuine partnership: our organisations and people shared the same goals
· People (45%), Process (27%), Perspective (31%), Politics (40%)
· Personal gain
· I personally gained a lot from working with the consultants
· Agree – 70% satisfied, 6% unsatisfied
· Disagree – 4% satisfied, 61% unsatisfied
· Victoria and Pacific Telephone Company
· You can’t fire Harry…
· You can utilise the fact that due to the changes – you can use the opportunity to ask Harry for a genuine answer as to what is happening…
· Harry is not necessarily the problem…

· Watson needs to take initiative to set the directives straight and take leadership and say what can and can’t be done…

· Ask Watson to be honest about what he wants…

· Use the personal relationship with Harry to say – you know how these things work – people lose their jobs, but you give Harry the opportunity to be in control…

· You can’t offer recommendations on the capability of the staff…

· You need Joel to issue a memo that says – we’re just interested in the quality of the project, that’s the only issue that we’re interested in – we won’t be interested in your job security…

· If you start making threats about job security then it destroys the impression…

· People need to know exactly what is happening…

· You need to work directly and closely with the staff to build up the relationship…

· … but your client is from SFC, not VPT…

· The information needs to go to Watson from SFC prior to VPT, and you need to make this clear to the organisation and the people you work with…
· Challenge #5: Commoditisation and value
· How do you value consultancy?
· It is very difficult to compare like with like…
· What are the timescales that people use over time…
· Cause and effect? Is it just that Bain select good clients?
· 50 Finance directors from consulting firms…
· Only 1 company measures the value of consulting…
· A health and safety company managed it….
· Plus BCG recognised that it was necessary
· Consulting groups have tended not to measure value… on the basis that if clients start to do it then it’s a big problem…
· Clients want people to come in, show people how much they can save and how they will do it and they will be happy to pay out of the benefits…
· This is a vicious cycle…

· A consultant is someone who borrows your watch to tell you the time… it drives down value and limits innovation

· Lack of information
· Clients don’t have value information… so they won’t pay the price for it…
· Information asymmetry – clients don’t have enough information to judge the value of consulting, so the prices come down…
· It is at the edge of becoming commoditised…
· Clients perceive that all companies are the same so all the services are the same…
· Strategy consulting is THE most commoditised component of consulting…
· Bain, BCG, McKinsey all face the issue of commoditisation…
· They are all working to compensate for the commoditisation…
· By limiting their work on Classic Consulting down to 10% in developed countries…
· In London, NY, Berlin or Paris, people only have people coming in for one or two people coming in to support their internal teams…
· Big companies work on “run rates” ( you’ll need 10% of a partner, a manager, a couple of analysts… and it’ll cost you 15k per week…

· BCG have focused on the consumer front end…
· They aren’t doing big strategy projects…

· Booz split in half and moved them to Dubai…

· Program Management – managing the projects…

· LEK and Strategos are doing the strategy work goes to smaller firms…

· The strategy consulting is becoming incredibly commoditised and has become low margin…

· Consulting services can only move on to something else when there is more innovation

· The speed of innovation is slowing, whilst there are few forms of ways to offer proof of value…

· Long term threat is that value and innovation will not be enough to keep consultancy in the world…

· So - how do consultants create value?

· Save time

· Reduce costs

· Improve revenue

· Change ( catalyst for change

· Solve problems

· Identify misalignments…

· Seeing something anew…

· Process improvement

· Efficiency

· Future view

· Release potential

· Provide external insight ( gold dust

· Mentoring and coaching…

· Special skills

· Risk Management

· Resource allocation

· Labour flexibility

· Speed

· Getting stuff done…

· This is such a significant problem that there are trade shows about it…
· She tried this with numerous consultants and they came up with a similar list…

· All these things come under 3 categories

· People

· Knowledge

· Helping businesses make better decisions

· Measure the value of the decisions shows the value of the consultancy projects

· Project Management

· One of the distinguishing factors about consultancy is that it is almost by definition they will be working on projects…

· Client skills are catching up with MBA skills…

· People will stop expecting long term contracts with blue chip firms…

· Clients should do two business cases based on using their own staff or using outside consultants…

· Consultants bring speed and economies of knowledge – you pay for their time short term, not their long term experience

· Providing people only use consultants for short periods of time, it’s good value…
· Malcolm Gladwell – “Outliers”/”Tipping Point”

· 10000 hours… You become a specialist in any role… or you put in 5000 hours and become particularly focused on your own area, or you put in 10000 hours to become world class…

· How do you measure the performance of managers who work with consultants compared to those who don’t…
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· Clients tend to like the individual consultant, but feel that the wider firm is less acceptable…
Challenge #6 - Ethics and Professionalism
· Is consulting a profession?

· Chris McKenna – “The world’s Newest Profession”

· A simple history of professionalism

· Individual to Corporate Regulation

· Doctors & Lawyers – are regulated by individuals who control their own skills; failed doctors and lawyers are struck off 

· Accountants – firms carry out the audits, but the accountants are regulated by themselves as well

· Consultants – because there is no widely recognised professional qualification…

· Most consultants would claim that they are regulated… by markets and by firms…

· Caveat Emptor only works if the clients have all the information…

· The market is imperfect due to limited access to information

· “The Tipping Point”

· If people can understand that the problem is systemic then a scandal can run out of control…

· Something becomes bigger when people can connect the dots around it…

· When Arthur Anderson and Enron happened, they claimed that it was one rogue partner in Texas office, and then all of the Texas office… and then it was all of Arthur Anderson, and then people began to question the whole of the accounting profession…

· The market regulates by not hiring them… but without access to information, people can’t make adequate information…
· Marvin Bower ( Ran McKinsey for 60 years…

· He strongly believed that consulting shouldn’t be regulated by individuals like lawyers, but the stamp of professionalism comes from working at one of the big four by regulating at a firm level

· Companies with strong ethical basis tends to do better than ones without…

· Short term-ism of poor ethics and allowing conflicts of interest will fundamentally damage the firm’s access to the clients in the future and to recruit the best talent…
· Enron: the role of McKinsey

· CEO Jeffrey Skilling is ex-McKinsey

· McKinsey “were all over the place. They were sitting with us every step of the way.”

· McKinsey director attended Enron board meetings during the 12 months prior to collapse

· “We advise clients on their strategy. They are responsible for what actions they take, “ Rajat Gupta

Miriam Taylor

· The difference between “trade” and “confidentiality”…
· It’s important to know what is confidential and non-confidential…
· All consulting clients know that they benefit from some non-confidential information because the information passes around…

· “Dangerous Company” – Guinness was working on the basis of insider information, and the board went to jail… Bain was consulting and they didn’t, but only because they gave info to the prosecution…
· The clients will probably continue to push the client further…

· The company would probably try to push her further…

· Plausible deniability – without anyone spelling things out, people can continue to deny…

· The first thing that she should say – I’m happy to do this assuming we start talking to lawyers to check what kind of exposure we will have…

· Working as a management consultant, you have decision making rights – your problem is that you can be made a scapegoat….

· So you have to tie yourself into the firm by getting signed off…

· At the end of the day, there are no arbiters of ethics, so it is your own personal barriers that matter…

· You need your own set of rules where you shouldn’t feel comfortable…

· If you are going into consulting, you have to know your rules and your experiences…

· A consulting firm is like a factory, it processes people and it spits them out.
· If you can’t stand up to that, then you need to have your own rules, strengths and eyes open to what is acceptable and what is not…

· You need a strong plan of what you are going to get out of that…

· Bain are spooky…

