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Preface

If you can't explain what you're doing in simple English, you're probably doing something
wrong.
Alfred Kazin

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

The first four editions of Management Consulting have occupied an almost unique niche
in providing students with the tools to undertake a consulting project, while at the same
time providing a framework for new professional practitioners to use. For the fifth edition,
we have added some new material, particularly case studies and reflected the way in which
the world of management consulting is evolving. The businesses the consultant works for
are changing, as new technologies play a greater role in the way they operate. In addition,
as more businesses use external consultants they have become more demanding as clients
and expect more concrete evidence of success. Gone are the days when the seasoned oper-
ator could just say, ‘Trust me, 'm a consultant’. Our favourite cartoon depicted in Figure 3.2
is perhaps becoming a thing of the past but it serves as a useful reminder that successful
consulting is about both the client and the consultant working together as equal partners.

Both authors have many years of experience in the world of business and consulting in
particular and this ‘real world experience’, we hope, provides a counterbalance to the more
academic literature on management consulting in other texts. In addition Jeremy Wilcock
is the Business Engagement Manager at the Business School, University of Hull, working to
strengthen the school’s relationships with its corporate partners and the business commu-
nity in general. He has lectured in strategic management at undergraduate and MBA level
at Hull, supervised and assessed student teams working on management consulting proj-
ects and has acted as academic supervisor for successful Knowledge Transfer Partnerships.

This book can be used both as a reference point to check on tools and techniques and
used sequentially to manage a consulting project. Part One (Chapters 1-4) is concerned
with consulting in its managerial and business context and also looks at key skills required
to be an effective consultant. These are divided into: analysis skills, project manage-
ment skills and relationship building skills. Part Two, on project definition and analysis
(Chapters 5-7), considers the factors that a student should look at to successfully start a



Preface

project, including vital people and analysis skills. Part Three, on undertaking the project
(Chapters 8-11), considers the key project management and relationship-building skills
required for successful delivery. The final part of the book (Chapters 12-14), delivering the
product to the client, considers communicating the outcome of the project and learning
from it. It also looks at consulting as a profession and some of its recent developments in the
industry. Furthermore, it provides a guide to major consulting firms and the career struc-
tures they offer to those who are considering consulting as a future career.

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

The consulting The consulting
experience process
Consulting & Chapter 1 (1.1-1.2) Overview ——> Chapter 2 (2.6-2.10)
management Chapter 4
Chapter 10

Proposal ——>» Chapter 3 (3.5-3.7)
Consulting & - Chapter 1 (1.3-1.14)
Business -E Chapter 2 (2.1-2.5)

Chapter 14 (14.1-14.4) | Preliminary | _ o 5

review
Consulting - Chapter 3 (3.1-3.4)
skills -E Chapter 7
Chapter 12 Manag.lng the | Chapter 8
(12.1-12.4, project Chabter 11
12.7-12.8) apter
Consulting - Chapter 6 Report ——> Chapter 12 (12.5-12.8)
tools Chapter 9
Using the -+ Chapter 13 (13.4 -13.9) | Follow-up ——> Chapter 13 (13.1-13.3)
consulting Chapter 14 (14.5-14.6)

experience

Figure P.1 Sections of the book by area

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

e 3rd year undergraduate (principally business) students doing first project (A)
® Masters or PhD students without business experience (B)
® MBA and other Masters students with business experience (C)

e Business managers working with consultants or starting out in consulting themselves (D)

XVii
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Xviii

Table P.1 Sections of book relevant for each student type to follow

A B C D
Chapter 1 All All All All
Chapter 2 All All All All
Chapter 3 3.1-34,3.6-3.7 All All All
Chapter 4 - - All All
Chapter 5 5.1-53,5.5 All All All
Chapter 6 6.1-6.2 All All All
Chapter 7 - - All All
Chapter 8 8.9-8.10 8.1-8.2,8.9-8.10 All All
Chapter 9 9.1-9.3 All All All
Chapter 10 - - All All
Chapter 11 11.1-11.2,11.5-11.9 All 1.4 -
Chapter 12 12.1-12.7 All 12.4-125,12.8 12.4-125,12.8
Chapter 13 13.7-13.8 All 13.1-13.5 -
Chapter 14 14.5 All All 14.5-14.6

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

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

Louise Wickham
Jeremy Wilcock
September 2015
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The nature of management consulting
and how it adds value

Ninety per cent of the consultants give the other 10 per cent a bad reputation.
Henry Kissinger

Learning outcomes

The main learning outcomes from this chapter are to:

e understand the nature of management consulting as a managerial role;

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

e recognise the responsibilities of the consultant;

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

® recognise the ways in which a consultant can add value for a client business;
e explore why businesses fail and need a consultant;

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

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



Chapter 1 The nature of management consulting and how it adds value

1.1

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

From figures provided by the MCA, the UK consulting industry has grown from its early
beginnings in the 1950s to a business worth around £8.1 billion, employing around 40,000
consultants. The industry is also said to contribute just under £1 billion to the UK’s balance
of payments by employing its talents overseas. So by any measure, consultancy is valuable
and valued. The management consultant should therefore live up to high expectations. For a
more sceptical, yet even-handed, assessment of the management consultancy industry, the
student is recommended O’Shea and Madigan’s Dangerous Company. This contains some
useful case studies and, in the authors’ words, ‘has ripped back the curtain and exposed the
practices of this secretive industry to the light of day. It has changed the formula of the con-
sulting relationship, putting power back where it belongs, into the hands of the people who
pay the bills’.

What a management consultant does

Management consulting is a special form of management activity.

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

The types of project undertaken by consultants are as varied as management itself.
They may be very specific or wider in scope. They may involve the proffering of specialist
technical expertise, such as the development of IT systems. Some projects may be ‘softer’
and aim at facilitating cultural change within the organisation. In some cases they may have
the objective of resolving internal conflicts within the organisation. They may be concerned
with helping the organisation build relationships with outside parties. In other instances,
they may aim to help the organisation gain a critical resource. Often they will be focused on
a specific issue that has been recognised by the organisation’s management and has been
well defined. In many instances, though, they are of a broad ‘business strategy’ nature. The
extent to which the client organisation has specific objectives in mind varies greatly. Most
projects will involve gathering and analysing information and sharing findings with the
organisation. A management consulting project can vary from a matter of weeks to a year
or more.

A management consultant offers their management abilities, expertise and insights to
the client business in order to create value for it. However, it is a cost for the client business



1.2

Consulting and management roles

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

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

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

Consulting and management roles

To be a management consultant requires a thorough and fundamental understand-
ing of the scope of management.

Managerial functions

A traditional approach defines management in terms of the functions the manager under-
takes. For example, Henri Fayol, a management thinker of the early twentieth century,
decided there were five such basic functions: planning, organising, staffing, directing and
controlling. This echoes the strategic planning acronym APIC (analysis, planning, imple-
menting and controlling).

Planning

Planning is concerned with defining the business’s vision (its desired future state) and
mission (reason for being in business) and identifying the courses of action and projects
needed to move the organisation in that direction. Planning varies greatly in its level of
formality. A simple project with few tasks and low resource requirements will demand only
a minimum of consideration and documentation. A major project with complex, and per-
haps risky, outcomes will require a considerable degree of time and effort in its planning.
Its implementation will involve complex communication networks drawing together a large
number of managers.
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Formal planning techniques may be advantageous if project organisation is to be effec-
tive. Different businesses differ in their approach to planning and the degree to which it is
formalised as a management activity. As well as the nature and complexity of the project
and the significance of its outcomes, organisational style, culture and individual manage-
ment traits will be important determinants in the approach to planning.

Organising

The organising function relates to the overall structuring of the business. Roles, responsi-
bilities and reporting relationships are defined for individuals and subgroups. In strategic
terms this means ensuring that the organisation’s structure is appropriate for its strategy
and environmental situation. The organisation’s structure and business processes dictate
the way in which it will work and how it will use its capabilities. This is sometimes referred
to as the strategy—structure—process fit. This topic is reviewed well by Van de Ven and
Drazin (1985).

Staffing

Staffing is the function concerned with making sure that the business has the right people
in place. People, their skills, abilities and experience are assets the business undervalues at
its peril. The staffing function ensures that people have the right skills in order to undertake
the projects the business needs to carry out to be successful. In modern organisations the
staffing function is often integrated into a broader human resource management function.
Key elements of the human resource strategy are recruitment, appraisal, personal devel-
opment and skills training. Additional elements will include establishing remuneration,
career development and coaching and staff motivation policies.

Directing

Directing relates to the process of encouraging people to implement efficiently the tasks
necessary to deliver the business or project goals. Originally it referred to the management
function of instruction or delegation to subordinates. A modern interpretation would be
broader and would include a manager’s responsibilities as a leader and motivator of indi-
viduals and teams and the creator of a supportive organisational culture.

Controlling

Managers use resources. Resources, be they money, people or productive assets, must be uti-
lised in the best way possible. Controlling is the function that is concerned with making sure
that the right resources are in place, that they are being used effectively and that their use is
properly accounted for. Traditionally, controlling was largely about budgeting — that is, finan-
cial control. Now a broader interpretation would regard it as the process of focusing the busi-
ness towards its goals through the implementation of an appropriate strategy. This strategy
will direct the optimal utilisation of all the business’s resources and the development of its
capabilities. A strategic perspective sees resources more broadly than the traditional ‘money—
labour-machinery’ view. Dynamic aspects like organisational knowledge and learning are
regarded as resources as well. The consultant engages directly at this resource level.

This traditional approach to the nature of management has been challenged as it
may be seen to offer an idealised image of what the manager actually does. It pictures
the manager as ‘above’ the organisation, coordinating its activities in a detached way and
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progressing it towards some well-defined, rational end. In fact, most organisations are not
like this at all. Managers cannot detach themselves from their organisations; they are very
much part of them. The organisation defines the manager as much as the manager defines
the organisation. They must work with limited information and make decisions using intu-
ition, their skills and experience as much as formal analysis. The ends they work towards
may be motivated as much by implicit and emotional drives as explicit and rational ones.

Managerial roles

Henry Mintzberg has suggested that a more productive approach is to look at the roles
managers actually undertake rather than the functions they are supposed to undertake.
He believes that there are ten such roles in three groups: interpersonal roles, informational
roles and decisional roles.

Interpersonal roles relate to the ways in which managers interact with other organi-
sational members. It is through interpersonal roles that managers draw their power and
authority. The three key interpersonal roles are the figurehead, the leader and the liaison.

The figurehead

The figurehead role is the one in which the manager represents the organisation, or the part
of it for which he or she is responsible, in a formal manner. The figurehead role is especially
important for entrepreneurs and managers of small businesses.

The leader

The leader role refers to the manager’s interaction with subordinates. It is the role the manager
is playing when delegating tasks, motivating people to undertake these tasks and supporting
them in achieving them. Leadership differs from authority. Authority arises from a position
within an organisational hierarchy. It makes leadership possible, but does not guarantee it.

The liaison

Many managers have a responsibility for representing the business to the outside world.
The liaison role is the one in which managers interact with people from other organisations.
The critical responsibility is one of gaining some resource for the business such as customer
goodwill, essential productive factors or investment capital.

Managers must make decisions on behalf of their organisations. Accurate and incisive
analysis, wise judgement and a decisive bias for action are the fundamental qualities of a
manager. To be effective decision makers, managers need access to timely and accurate
information on the business itself as well as its immediate task environment. Informational
roles are concerned with obtaining and manipulating the information the business
needs. The three critical informational roles are the monitor, the disseminator and the
spokesperson.

The monitor

The monitor role leads the manager to identify and acquire information on behalf of
the organisation. It may involve the processing and storage of information so that it is
readily available for use by decision makers. Analysis is a critical task for the monitor.
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The production of sales statistics, accounts and market intelligence are important tasks for
the monitor.

The disseminator

Managers do not work in isolation. Information of itself is useless: it must be shared with
others in the organisation. The disseminator is concerned with ensuring that available infor-
mation is passed on within the organisation to information processors and decision makers.
Reports, meetings and presentations represent formal means of dissemination. Unofficial
‘grapevines’ are often an influential way of disseminating information informally.

The spokesperson

The spokesperson is also involved in disseminating information, but to the outside world
rather than internally. Important spokesperson roles are taken on by sales and marketing
staff, who inform customers about the company’s offer; purchasing managers, who let sup-
pliers know what the company needs; and financial managers, who apprise investors of the
company’s status and prospects.

Third, decisional roles are involved in identifying a future direction for the organisa-
tion, defining the projects and strategic imperatives to take it there and resolving the crises
that may impede its progress. These roles are the entrepreneur, the disturbance handler, the
resource handler and the negotiator.

The entrepreneur

The entrepreneur is concerned with shaping and making decisions that lead the organi-
sation forward in a significant way. Mintzberg uses the term entrepreneurial in a broader
sense than it is used in traditional management theory. In Mintzberg’s sense, the entrepre-
neur need not be an owner or founder of the organisation — any manager can take on the
entrepreneurial role. An entrepreneurial decision is one that aims to exploit an opportu-
nity or address a threat. Such a decision may be significant, but it may not be especially
pressing at the time. It encompasses the activities of conventional entrepreneurs and what
have come to be known as intrapreneurs, managers who take an entrepreneurial approach
within an established business.

The disturbance handler

Organisations tend to establish and follow set patterns of behaviour. They find their own
ways of doing things and abide by them. This can be considered organisational culture, but
is better viewed as organisational inertia. A fixed pattern of working will produce satisfac-
tory results provided that there is no change in either the organisation’s internal state or
its external condition. If change does occur, the organisation’s way of doing things may no
longer produce the desired results. Such a change is known as a disturbance.

Disturbances demand immediate attention. The business will suffer a reduced performance
or even fail if they are not addressed promptly. A disturbance is often referred to as a manage-
ment crisis. Organisational inertia conditions management’s response to a crisis. Often, the first
reaction of managers when faced with a crisis is to try to replace any missing resource so as to
keep the organisation in its original state. Maintaining the status quo when the organisation has
been impacted by a disturbance is the responsibility of the disturbance handler.
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Disturbance handling is not a continuous role. It comes into play only when a crisis
happens. Some managers may be predisposed to deal with certain crises as a consequence
of their roles: sales managers, for example, will be in the front line if an important customer
is lost; purchasing managers will lead the way in finding a new supplier. If the crisis is sig-
nificant enough, conventional relationships can be driven into a state of flux. Recrimination
and organisational politics can arise. But the organisation may well need to make functional
and structural changes in order to survive in the changed circumstances it faces.

The resource allocator

Businesses consume resources. They do so to be able to pursue the opportunities that pres-
ent themselves. These resources are valuable and must be used in the best way possible if
the business is to be successful. Few businesses face a simple yes or no answer when consid-
ering future possibilities. It is not the cost of investing in a project that matters so much as
its opportunity cost: the returns that might have been gained if the resources invested in the
project had been invested elsewhere.

Managers must decide which of the opportunities that offer themselves is the best one
at a particular time. They must prioritise and allocate resources across a variety of options.
For example, should the business invest in that advertising campaign or would the money
be better spent on a new sales representative? Should export efforts be directed at the Far
East, or are the transitional economies of central Europe likely to offer a better return?
Should investment be directed at a new product, or might it be more profitable to acquire
that competitor? Managers must address such questions every day. In doing so they are
taking on the resource allocator role. As with the entrepreneurial role, the resource allo-
cator is dependent on the informational role in order to make good decisions about where
resources are best placed.

The negotiator

People collaborate in organisations because value can be created by separating and coordi-
nating tasks. The extra value created must be shared both within organisations and between
the different organisations that come into contact with each other. Individuals and organi-
sations must advocate their right to a share of resources available. This advocacy is reflected
in the negotiator role. Sometimes this role is concerned with sharing resources with outside
organisations. The sales manager will negotiate with customers. The purchasing manager
will negotiate with suppliers. Finance managers will negotiate with investors. Inside the
operation, personnel managers will negotiate remuneration packages with employees.

Many negotiations take on an informal character. They may manifest themselves
as unofficial ‘understandings’ between managers about how resources will be shared.
Organisational politics is a consequence of (and limited by) unofficially negotiated out-
comes. Not all negotiations are a ‘zero-sum’ game: that if one party wins, the other must
lose. Effective negotiators look for win—-win solutions. Nor is effective negotiation a matter
of taking a stance and holding to it. It is more about identifying what is required from a situ-
ation and then being flexible in finding ways to achieve what is wanted.

Any one management role will have a profile that combines some or even all of these
ten roles in a particular way. The way in which these roles define the profile of manage-
ment responsibilities within the organisation will depend on a range of factors. The organ-
isation’s size will be a critical determinant. The bigger the business and the more managers
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it employs, the greater will be the latitude for managers to specialise. In a small business, a
single entrepreneur may take on most, if not all, of the roles at some time or other. In a large
multinational corporation, managers may be in a position where their roles will be more
narrowly defined.

The complexity of the organisation and its environment will also be important.
Complexity refers to the amount of information managers must process before making a
decision. If complexity is high, informational roles will be important and it may be neces-
sary to have managers dedicated to these roles. A fast-growing organisation undergoing
rapid change may present a special leadership challenge and demand that particular atten-
tion be paid to interpersonal roles. The profile of management roles will reflect the organi-
sation, the stage in its evolution and its environmental situation.

The client-consultant interaction

The consultant’s tasks are management tasks.

The consultant is a manager. Like any manager, the consultant will at times take on many, if
not all, of the ten roles defined by Mintzberg. The consultant’s role parallels and integrates
with that of managers within the client organisation. Through this interaction the client—
consultant relationship is built.

Managers work in a network of relationships. These relationships exist between man-
agers working within a particular organisation and between the managers in different

The figurehead
The leader
The liaison

Interpersonal
roles

Decisional
roles

Informational
roles

The monitor The entrepreneur

The disseminator The disturbance handler
The spokesperson The resource allocator

The negotiator

Figure 1.1 The managerial role profile
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organisations who come into contact with each other. The consultant who moves into
an organisation must define the relationship they wish to create with the managers who
already work in the client business and possibly with some of those in other organisations
with which the client comes into contact. Two considerations will determine what sort of
relationship this will be. These are: the nature and structure of management roles in the
client organisation and the objectives of the consulting exercise.

Every organisation is different, as is every manager. It is possible to see consistent pat-
terns in the way in which managerial roles take shape. Different organisations will require
a different profile of management roles. But every organisation will demand that managers
carry out the interpersonal, informational and decisional roles in a way that is right for the
business. These roles must be carried out with the correct degree of competence and in bal-
ance with each other.

The motivation to call in a consultant arises because managers have identified issues
or challenges, which, when resolved, will benefit the organisation but which they recognise
they are not in a position to deliver a solution themselves. This inability may well be due
to resource or skill gaps. In filling these gaps, the consultant is offering to complement and
develop the role profile within the organisation. The ways in which the consultant can inter-
act with and develop the business management role profile are directly related to the roles
Mintzberg has identified. There are five primary types of consultant-management role inter-
action: supplementing, complementing, differentiating, integrating and enhancing.

Supplementing

Supplementing involves the consultant adding to the existing skill profile to increase its
capability but not alter its overall shape. The consultant is an additional resource who takes
on a project that could well have been taken on by an existing manager had time been avail-
able. This type of consulting role offers a way of enabling the business to manage demand
fluctuations in a low-risk way. The consultant allows the business to add and subtract
human resources in a flexible manner. The consultant is neutral in development terms and
does not aim to make any fundamental changes in the organisation.

Complementing

Complementing occurs when the organisation realises it has a deficiency in its profile of
management roles which the consultant can fill. This may require the consultant to intro-
duce a role specialism to complement such a weakness in the client business role profile.
Projects that enhance the business’s marketing approach or develop presentations to finan-
cial backers are important examples. Consultants can play an important role in supporting
existing managers to improve leadership by helping them to develop a unifying organisa-
tional mission.

The consultant may complement the informational role. Important examples might
include marketing research and the setting up of management information systems. These
projects will make demands on both the monitoring and the disseminating aspects of the
informational role. The consultant may also be active in supporting the spokesperson role.
Developing communications aimed at customers and investors is the task of the public rela-
tions expert. Lobbyists may be employed to communicate and influence decision makers
in government.

11
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The consultant can contribute to the decisional role in a variety of ways. Speculative
business development projects, which explore a range of possibilities for the business in
the future, complement the entrepreneurial role. A consultant may be called in as a distur-
bance handler to help the business’s management deal with a crisis. The setting up of bud-
geting management control systems is an example of the consultant complementing the
work of the resource allocator. Some consultants specialise in negotiating and can contribute
to the way in which the business approaches important customers, suppliers or investors.
The complementing role can be considered as the consultant filling in a gap in the manage-
ment’s existing role profile.

Differentiating

The overall profile of management roles will depend on a number of factors. The size of the
organisation will be critical. The larger the business, the greater the latitude for allowing
managers to specialise their roles. One aspect of the process of organisational growth will
be an increasing tendency towards role specialisation. Differentiating involves the consul-
tant helping the client business to differentiate its management roles and allow managers
to specialise.

This process of role differentiation is critical if the organisation is to grow successfully.
It is only through such specialisation that the business can not only grow but also improve
its performance as it grows. However, such differentiation is not always easy. Managers (not
least successful entrepreneurs) often resist giving away areas of responsibility. They would
rather use the organisation’s growth to ‘build their empire’. This can result in the manager
having too large an area of responsibility, too much information to analyse and not enough
time. Invariably, the quality of decision making suffers.

Integrating

Mature organisations are characterised by well-defined organisation structure and role
responsibilities. These become established and may be subject to organisational inertia. They
may persist even when they are no longer appropriate. If the business’s environment and com-
petitive situation change, then an evolution in the way the business does things may be called
for. If environmental change is particularly fast, the occasional revolution may be called for.
Such changes demand that the old role profile be broken down and a new profile allowed to
emerge. The new roles may combine or integrate a number of aspects of the old roles.

Integrating involves the consultant helping the client business to reorganise its man-
agement roles and build a new set of manager relationships and responsibilities. As with
differentiating, the consultant called in to integrate roles into a new, more flexible struc-
ture must address both hardware and software issues. A new structure must be invented
and the change management issues needed to motivate managers to work within it must
be addressed.

Enhancing

Enhancing is the most general type of role development process. It demands not so
much that the role profile of the organisation be changed but that the manager’s overall
level of performance be improved. Enhancing involves the consultant helping the client



1.4

The responsibilities of the management consultant

management team improve the effectiveness of their overall management role profile.
There are a variety of ways this might be achieved. Training of individual managers is usu-
ally an important part. This training may be directed towards improving technical and func-
tional skills or may develop interpersonal skills such as motivation and leadership. Training
may be supplemented through structural changes such as improved communication sys-
tems and attention to overall strategic understanding.

The responsibilities of the management consultant

The consultant must take on the responsibilities of being a manager not just for the
organisation they work for but also the organisation they work with.

All managers have responsibilities both to the organisations and to the individuals who
work in them. At one level, organisations are collections of individuals, so it is individual
managers who must take on responsibilities on behalf of the organisations they work for.
It has been suggested (Carroll, 1979) that managerial and organisational responsibilities
operate at four levels. These may be referred to as the economic, the legal, the moral and
the discretionary.

Economic responsibilities

The fundamental economic responsibility of the manager is to act in a way which is consis-
tent with the long-term health of their business and maximises its value for its investors.
This is not to suggest that the manager, like the economist’s perfect entrepreneur, simply
tries to maximise short-term profits. Real-world managers do not have the information to
behave like this. Short-term profits to investors may be diverted in order to fund reinvest-
ment projects aimed to achieve growth and so deliver more profits in the future. Potential
profits may be compromised if other responsibilities are given priority. In economics, agency
theory suggests that the interests of managers and investors differ and that, under certain
circumstances, managers will act in their own best interests. Given these constraints, it may
still be properly said that the consultant’s economic responsibility is to advocate only proj-
ects which genuinely seem, in light of the information available, to be in the best interests
of the business as a whole, given its stated strategic objectives and the concerns of the stake-
holders who have an interest in it.

Legal responsibilities

All businesses have a responsibility to operate within the rule of law. Laws provide the official
rules through which businesses interact with each other. Most legal systems have two codes:
the criminal, which the state takes responsibility for implementing, and the civil, in which the
responsibility for initiating proceedings lies with individuals. Business activity is subject to
both. Nowadays, most governments try to minimise the impact of legislation on business as
it is recognised that unnecessary legal restrictions impede business activity. Consideration of
the impact of a new law on business is taken into account in the legislative process.

13
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The consultant has a legal responsibility to ensure that the activities of the organisation
he or she is working for, and any activities he or she may advocate on its behalf, are legiti-
mate in light of the criminal and civil laws to which the business is subject. The exact nature
of this legal responsibility, and the extent to which the consultant may face recrimination if
it is breached, will depend on the law involved, the consultant’s contractual obligations and
the degree of culpability for outcomes. Ensuring that this condition is met, especially when
the business is operating in a highly technical area, or in a part of the world with a different
legal system, can be quite challenging. In this case, taking legal advice from experts (not
least about one’s own responsibilities) may be an important part of the consulting exercise.

Moral responsibilities

Moral responsibilities go one step beyond legal ones. In societies there are a whole complex
of rules, norms and expectations. Some of these rules are written down in the form of laws
or contractual agreements (which are often subject to civil law). But many are unwritten or
even unspoken. They are merely an understanding about what is ‘right’ and what is ‘wrong’.
They are expectations about how people should behave towards each other. These rules
may not even be noticed — until they are broken!

Though it is not always made explicit, every society, and to some extent every dis-
tinct grouping within a society, has its own code of morality. These codes often relate to
the way in which stakeholders will be treated, above and beyond simple contractual rights.
For example, most managers feel a higher degree of responsibility to employees than their
contracts of employment dictate. Losing people is painful, so a business may retain people
who are not absolutely necessary. Entrepreneurs who own their business may allow family
members greater performance latitude than non-family members.

Many cultures have their own distinct rule systems. In displaced ethnic groups, net-
working may be supported by moral expectations about the responsibilities of members
of the community towards each other. Edicts on the way in which debt is structured are
common, as are rules about reciprocity of favours. Recognising such moral codes is an
important aspect of the consultant’s job. The consultant must recognise that he or she is
as subject to these moral responsibilities as to the legal ones. Moral responsibilities are not
merely ‘nice to have’. Ignoring them will limit the effectiveness of the consulting exercise.
Outcomes which go against the moral expectations of the client will, at best, not be imple-
mented. Outright rejection can often occur.

Discretionary responsibilities

Discretionary responsibilities are those the consultant decides to take on as part of a per-
sonal moral order. They are not responsibilities the industry would normally be expected
to observe. Discretionary responsibilities usually relate to a refusal to work in certain proj-
ect areas, or to work towards project outcomes of which the consultant does not approve.
This may mean avoiding certain industry sectors or types of project. Typically, such discre-
tionary responsibilities arise as a result of the consultant’s personal concerns about a range
of domestic political issues, the environment or business activity in the developing world.
Although this may mean that the consultant must occasionally turn down valuable
projects, it can also be a means of differentiation from the values other (perhaps compet-
ing) consultants advocate. Discretionary values may make a consultant more attractive to
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certain individuals and organisations. There is nothing inconsistent in using discretionary
responsibilities as a means of gaining an edge in the marketplace.

Types of clients

The consultant needs to appreciate that there will be multiple stakeholders whether
inside the organisation or external to it.

Edgar Schein (1997) suggested that process consulting can be enhanced by an appreciation
of the different types of clients involved. He suggested that the consultant interacts with a
number of individuals within the client organisation and that the concept of the individual
client may be problematic. Rather, the consultant interacts with a network of individuals
who play subtly different roles. Schein proposed six such client types.

Contact clients

The contact client is the person, or persons, who first approach the consultant and propose
the consultant addresses a problem or issue on behalf of the organisation. Sometimes con-
tact clients may themselves be from outside the organisation; for example, other consul-
tants, business advisers or venture capitalists.

Intermediate clients

Intermediate clients are members of the organisation who become involved in the consult-
ing project. They will work with the consultant and provide information, attending meet-
ings and influencing the way the project unfolds.

Primary clients

The primary client is the person or persons who have identified the problem or issue the
consultant has been called in to address and who will be most immediately affected by it. It
is they who must own the project and be willing to pay in order to have the issue resolved.

Unwitting clients

Unwitting clients are members of the organisation who will be affected by the intervention
of the consultant. They do not initiate the project and have no direct or formal control over
it. They are not aware that they will be affected by the project.

Indirect clients

Indirect clients are members of the organisation who will be affected by the intervention
of the consultant and who are aware that they will be affected. However, the consultant is
not aware that the project will have an impact on them. Indirect clients may feel positive or
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negative about the consultant’s intervention. They can be very influential behind the scenes
and can facilitate or hinder the progress of the project.

Ultimate clients

Ultimate clients are the total community, those stakeholders who will be affected by the
consultant’s intervention. This will include members of the organisation and, possibly,
members of the organisations which come into contact with the client organisation. The
ultimate client group forms the universe of interests the consultant must take into account
when progressing the project.

Modes of consulting

Consulting is characterised by different approaches which reflect fundamental
assumptions about the consultant’s role.

All managers have their own approach to the tasks they face and the way they deal with
people. This determines the manager’s style. A critical element here is the perception
the manager has about their fundamental role in the organisation. These are referred to
as modes. In his book Process Consultation, Edgar Schein characterised three basic modes
based on the relationship between the consultant and the client: the expert, the doctor—
patient and the process consulting modes.

The expert mode

In the expert mode the client identifies a particular problem with the business, analyses
the problem and articulates it to the consultant. The consultant then uses their expertise to
identify a solution to the problem. This form of consulting is often found in areas where the
consultant has a specialist knowledge which the client organisation recognises that it lacks.

The doctor-patient mode

The doctor—patient mode is also characterised by the consultant acting as an expert. In this
mode, however, the consultant also takes responsibility for diagnosing the problem in the
first place. The client may just express an opinion that the business ‘could be better’ in some
way or that ‘something is not quite right’. Again, the consultant is expected to contribute
specialist knowledge and insights to the business.

The process consulting mode

Both the expert mode and the doctor—patient mode demand that the consultant, an out-
sider, offers a well-considered, expert solution — a prescription — to address the problems
that the business faces. Process consulting takes a different stance. It is based on the premise
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that the only people who can help the business are the people who make it up. The consul-
tant, as an outsider, cannot impose a solution on the organisation. What the consultant can
do is assist those who make up the organisation to recognise problems and then discover
the solutions to them. The consultant is not so much an expert, more a facilitator of change.

Schein makes a strong case of the process mode. Consultants can recommend better
ways of doing things but these will become reality only if the people who make up the organ-
isation feel that they have ownership of the new approach. A process approach to consulting
helps ensure that the client organisation feels it is identifying its own solutions — solutions
which are right for its business. Consultants bring expertise and the client will often expect
the consultant to ‘take charge’ of the issues the business faces. ‘After all,’ it is often heard
said, ‘that’s what they are being paid for!” An over-reliance on a process approach can some-
times leave clients feeling that they have done all the work themselves. Indeed, by the very
nature of the process mode, the more proficient the consultant is in using it, the greater the
risk that the client will feel that the consultant has not made a ‘real’ contribution.

In their paper ‘Choosing a Consulting Role’ (1990) Champion, Kiel and McLendon
propose nine different roles the consultant may need to play: hands-on expert, modera-
tor, partner, coach, teacher/trainer, technical adviser, counsellor, facilitator or effective
observer. Without discussing the individual definitions at this point the message is clear:
the consultant needs an ability to wear one or more of several hats. The appropriate role
needs to be established from the outset. An individual consultant should possess the neces-
sary flexibility. In larger consultancies, staff with the right skills for the specific role should
be deployed.

The decision to use a consultant

Hiring a consultant is not a decision to be taken lightly.

Why should a business manager ask the advice of an independent consultant? The decision
is a significant one for a number of reasons. There may be an immediate financial cost. Even
if the consulting is ‘free’ because it is being undertaken through an undergraduate consult-
ing team, or the cost is being borne by a small business support agency, there may still be
significant indirect costs such as marketing research.

There will also be a cost due to the need to dedicate management time to the consulting
exercise. If a consulting project is to be successful, the consultant team must be supported
in their activities. They will need briefing sessions and regular review meetings. The man-
agement time that must be dedicated to this is valuable, especially in a small business. The
activities of consultants, if not managed effectively, can raise suspicions and lead to political
infighting between managers. The decision to call in consultants occurs after a consider-
ation of the costs and benefits involved and a conclusion that the potential benefits should
outweigh the costs of the necessary investment. This is not a one-off decision. It is some-
thing that the client business constantly assesses. Maintaining the client’s confidence and
the belief that the consultancy exercise has something of value to offer is a critical responsi-
bility for the consultant.
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This presents a particular challenge for management consultants. Consultants who
work in highly technical areas such as computing and engineering clearly offer the busi-
ness an expertise the business itself may not have. However, every business will have man-
agement expertise. The business may feel that this expertise is greater than that offered by
outsiders who have no knowledge of the business, its customers and its markets. Even if the
business recognises the need for additional management resources, why should consultants
be used? Why not just employ more managers?

The management consultant must therefore constantly ask three fundamental
questions:

1 What can I offer the client business that will enhance its performance and help it achieve
its objectives?

2 Why will my contribution be more valuable than that which existing managers, and
potential recruits, can contribute?

3 How can I communicate to the client business that what I offer is valuable?

Answering these three questions involves the application of analytical, project man-
agement and relationship-building skills, which are discussed further in Chapter 3. This
chapter aims to show how these skills may be developed and applied by considering what a
management consultant has to offer the client business. The actual outputs of a consulting
exercise centre on providing one or more of six things: information, specialist expertise, a
new perspective on problems, support for internal arguments, support in gaining a critical
resource and the creation of organisational change. These are considered in more depth in
Sections 1.9-1.14.

Why do businesses fail?

Very often a consultant is engaged because the business is experiencing a potentially
terminal crisis.

It can happen to all types of company whether great or small, long-established or relative
newcomers. Everything seems to be going fine to everyone working to deliver the organi-
sation’s plans and goals, yet seemingly from nowhere comes traumatic news without warn-
ing: factory closures, job losses, boardroom resignations, even going into receivership.
How can it be that what works well one moment is suddenly unable to keep the operation
in business?

Admittedly there may be unavoidable external factors such as unforeseen economic
recession, war, loss of strategic raw materials or a sudden hike in input costs, but research-
ers such as Jeff Cornwall, Gustav Berle, Michael Ames, Moya Mason, Rob Holland, Scott
Clark, Mike Myatt, Patricia Schaefer and Dave Lavinsky ascribe business failure to short-
comings within the company itself, specifically its management. As Moya K. Mason writes
(2011), ‘The short answer is, regardless of the industry, failure is the result of either the
lack of management skills or lack of proper capitalization, or both’. Most of the problems
identified by these researchers fall under seven headings:



Why do businesses fail?

Business model

The company may lack vision or clarity as to why it is in business — what is its primary pur-
pose and what are the key skills it needs. Its owner may have gone into business for ego-
tistical personal reasons rather than in pursuit of a clear opportunity. Expectations may be
unrealistic. The company may become over-generalised, trying to compete in too many
markets as an average player rather than focusing on one or two as the category leader. It
may be that the company simply cannot grasp what is needed to aspire to sustainable com-
petitive advantage in the longer term.

Markets and customers

One contributory factor may be a failure to understand and react to change: all custom-
ers are human and their habits, tastes and preferences can change. It is critical to moni-
tor, ideally to anticipate, such changes. The company may become over-dependent on a
single customer or a few key ones and be held a hostage to fortune by them. It may be crit-
ically dependent on the public sector, only to find budgets have been severely cut back.
Competitors may change the market landscape with innovations and unforeseen initia-
tives. There can be significant changes in the macro-environment. If the company does not
respond, it risks being left behind. Thorough market research and a proper understanding
of market circumstances is vital if the company is not to risk engaging in an ill-conceived
new venture: ‘look before you leap’ is indeed a wise aphorism. Simply copying what others
do is to court disaster, yet many are the cases of firms launching precipitately into new
areas to enjoy a piece of the action without conducting their homework, only to experience
costly failure.

Cash management

Failure to manage cash flow is one of the commonest causes of business failure. The firm
may over-borrow, spend its cash before it is flowing positively, have a capital structure car-
rying too much debt, have inadequate cash reserves and poor credit arrangements. It may
manage its debtors ineffectively. It may become over-reliant on a critical source of finance
that suddenly dries up. It may be the case that the company’s managers lack financial
awareness and responsibility. Then there are those who, blinded or dazzled by short-term
success, make irresponsible personal use of business funds. Entrepreneurs who treat the
company as their own personal piggy-bank without paying proper heed to sound financial
governance are often behind their business’s demise.

Financial management

Similarly, shortcomings in managers’ financial competence may land the company in diffi-
culty. There may be poor inventory management, with working capital tied up unnecessar-
ily in fixed assets. Poor forecasting may lead to unsatisfied demand. Controllable costs may
be allowed to increase without challenge. There may be unnecessary over-investment in
fixed costs, such as buildings or people. Alternatively, a company with negligent or incom-
petent financial management may fail to prepare contingency plans to address volatility in
its uncontrollable costs.
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Business planning and performance

At worst, there may be no formal business plan, with the business simply reacting to events
as and when they occur. Proper planning should lead to effective resource allocation, the
definition of clear and realistic targets and appropriate prioritisation. There may be uncon-
trolled or unexpected growth which will lead to the business ‘overheating’ — slow and
steady growth is infinitely preferable to rapid over-expansion. Another error may be a focus
on short-term profits at the expense of creating sustainable value for the long term, risking
under-investment in marketing and promotion. Alternatively, companies may diversify and
add new product areas or new divisions which dilute overall profitability. On the downside,
the ability to manage low sales, inadequate profitability, and failure to price correctly or
respond to aggressive retaliation from competitors will demand sound business planning.

Processes

Although much was made of business process re-engineering in the late 1990s, it remains a
truism that the successful business, like any well-oiled machine, should have effective and
consistent business processes and internal controls, as well as the discipline to use them.
These processes must be user-friendly and not over-engineered; otherwise they will risk
being ignored or bypassed. If there is no performance monitoring, or if such performance
monitoring as there may be is not understood, is ignored or used incorrectly, the company
may risk ‘flying blind’, failing to see the warning signs before it is too late. Processes are
needed across every facet of business, whether it is new product development, signing off
advertising copy, authorising price changes, reviewing personal performance, planning
career development or writing marketing plans, to name but a few. Especially for young
companies experiencing rapid growth, it has to be appreciated that the informal teamwork
and spirit of adventure that brought them success hitherto will not be able to bring them
success in a more complex organisation: there has to be a set ‘way of doing things’ which
needs to be documented. Yet it is remarkable how such an arguably mundane topic can
be neglected even in well-established multinational businesses. Those who should know
better still manage to launch new products without research, and have defective budgetary
control systems, or lamentable production scheduling.

Management

But above all, it is poor management at the top of the organisation which will bring it down.
Owner managers can fail to delegate, they may try to go it alone without seeking profes-
sional external advice — or worse they may seek uninformed help or financial support from
friends and family. They may tolerate inadequate, inexperienced or downright poor man-
agement because it is cheap and compliant and may be unable to attract and retain the right
talent. They may experience poor feedback and ‘white lies’ from ingratiating subordinates
or they may be in denial, refusing to accept there are problems with the business they have
grown and which they love. Their pride will not let them separate ego from business, heart
from head, and they will fail to recognise their strengths and weaknesses. This is borne out
by a recent study by Professors Sivanathan and Fast who state that power can go to the
head of a senior manager if they are surrounded by yes-men, adding, ‘power is an elixir,
a self-esteem enhancing drug that surges through the brain telling you how great your
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Provision of information

ideas are. This leaves the powerful vulnerable to making overconfident decisions’ (Daily
Telegraph, 3 March 2012). Life at the top can indeed be tough and a business owner may
experience ‘burn-out’ or be subjected to family pressures and other life distractions. Finally,
in Dave Lavinsky’s colourful phrase, ‘maybe the owner is just a jerk’ whom staff, suppliers
and customers will not wish to support wholeheartedly.

Knowledge of these likely causes of failure will be invaluable to the management con-
sultant. In a document titled ‘Planning Against a Business Failure’ (1998) Rob Holland of
the University of Tennessee recommends that the chances of success will be improved if
companies pay heed to ten basic items:

Develop a business plan.

Obtain accurate financial information about the business in a timely manner.
Profile the target customer.

Profile the competition.

Go into business for the right reasons.

Do not borrow family money and do not ask the family for advice.

Network with other business owners in similar industries.

Remember someone else will always have a lower price.

O 00 N U1 WN -

Realise that consumer tastes and preferences change.

o
o

Become better informed of the resources that are available.

A consultant’s first diagnosis of a business experiencing difficulty could do well to focus
on these areas initially.

Provision of information

Good management decisions require an informed understanding of the business
and its situation.

Some areas of information that are critical to a business are:
the business’s customers: their needs and buying behaviour;

°

e the business’s products: their design, technology and development;

o the markets in which the business operates: their size, growth and dynamics;
°

outside organisations that can offer support: who they are, what they offer and how they
can be contacted;

e the business’s competitors: who they are, their strengths and the threat they pose.
Information is valuable to a business and has a cost, either direct (such as that purchased
from market research companies) or indirect in terms of the management time needed to

gather it. Information is a resource that must be managed. Even if managers are willing
to accept the cost involved, they can do so only if they know what information is available
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and where it is. The consultant can offer the small business manager a service in providing
information that can help the business. However, this is only the start of the consultant’s
service. Decisions are not made on the basis of hard data alone. The consultant will add
value by analysing and presenting information in a way that enables the business manager
to make effective decisions. Analytical skills considered in Part Two are therefore needed.

Provision of specialist expertise

Managers can be generalists without particular expertise in specific management
disciplines.

The demands of managing a small business are such that managers cannot afford to special-
ise in a narrow area of management such as marketing, operations or finance. They must do
all these things at once and so at times they need to seek the advice of people with specialist
knowledge.

Some important areas of management that can benefit from the insights and ideas of a
specialist are: business strategy, marketing strategy development, marketing research, new
product development programmes, developing proposals for financial support, informa-
tion systems development, planning exporting and international marketing. Projects such
as these benefit from the application of technical knowledge and an ability to use special-
ist analysis techniques. Rather than having to learn these themselves managers will often
call upon the support of consultants. The key to successful consulting in this area is not to
make decisions on behalf of the manager but to help the manager in making their own. It
is their business; they have a detailed knowledge of what it is about and know what it aims
to achieve. This knowledge of the business is much greater than any the consultant can
develop in the short time he or she will be working with the business. The consultant adds
value by bringing along a ‘tool-kit’ of conceptual frameworks and idea-generating models
that can be used to make sense of the information and knowledge the manager already
has. This then enables the manager to make better decisions. The management of projects
involving the provision of specialist expertise will be discussed further in Chapter 2.

Provision of a new perspective

The consultant will add value by helping the manager to step back from a prob-
lem, to see it in a different way and to identify new means to its solution.

Managers are not decision-making automata. They are human beings who must analyse com-
plex environments, use well-developed but necessarily limited cognitive skills and then make
decisions in the face of uncertainty. Managers use ‘cognitive maps’, ‘mind-sets’ or ‘dominant
logics’ through which they see their managerial world. These act to focus the manager’s attention
on certain aspects of their environment, select particular facts as relevant, link causes to effects
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Provision of support for internal arguments

and then suggest courses of action. Such cognitive schemes are not rational decision-making
devices. They manifest themselves as the manager’s interests, priorities, prejudices and judge-
ment. They become established and resist change. They determine the way managers see their
organisations and competitors, and they can have a bearing on the way joint ventures are man-
aged. In a study of what he refers to as ‘groupthink’, Irvin Janis (1982) examined in great depth
decisions by US presidents and close advisory groups that led to far-reaching policy errors in
international affairs. He concluded that seven defects in decision making can arise when a
group becomes over-coherent and begins to share expectations and norms:

e The group’s considerations are limited to a narrow range of options — possibilities outside
this set are rejected out of hand or not considered at all.

e The initial objectives to be fulfilled by the course of action are not reviewed or challenged.
@ Newly discovered risks are not used to challenge the initially preferred course of action.

e Courses of action initially rejected by the group are not reconsidered in the light of new
information.

® The experience and expertise of external experts are not sought or considered.

@ When new information comes to light, the group emphasises and prioritises information
that backs its initial hypotheses and ignores information that contradicts them - this is
sometimes referred to as a ‘myside bias’.

® The group spends little time considering how bureaucratic inertia or organisational
resistance might inhibit the implementation of chosen policies.

While Janis’s examples are drawn from political decision making, their relevance to
organisational decision making in general is not in doubt. The effective consultant should
be aware of these factors and be prepared to challenge group thinking. Managers limit their
problem-solving ability because they often get too close to an issue, seeing it only in terms
of their existing expectations, understanding and ‘way of doing things’. Indeed, the con-
sultant should ultimately aim to help managers see ‘problems’ really as opportunities to do
things differently and perhaps better.

To do this the consultant may simply offer a fresh mind to an issue. Better still, the
consultant can contribute some conceptual frameworks that open up thinking. Consultants
can also offer support in helping individuals and groups become more innovative in their
thinking by using the creativity techniques described in Chapter 9.

Provision of support for internal arguments

The consultant is responsible for delivering findings and advice to individuals
and must be sensitive to the interests of those individuals and their objectives.

Managers do not always agree with each other. Disagreements arise over a wide range of
issues. Conflicts of opinion take a variety of forms. They range from open, honest explora-
tion of different options to often quite nefarious political intriguing. They can be seen as a
refreshing opening of possibilities or they may lead to smouldering resentment. A manager
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may be tempted to use a consultant not so much to provide an impartial view but to back
up his or her position in a debate. How should a consultant react to being used in this way?

The first thing to note is that the existence of different perspectives and a tolerance
of dissent that allows them to be expressed are healthy. Managers should be paid to think
and express themselves and must be free to do so. In a competitive environment (in which
ideas compete for resources) they should also be free to marshal whatever resources they
can to make their case. This can include external consultants. A consultant must recognise
that they are employed not by a company in the abstract but rather by individuals within
a company. The decision to use consultants is made by a group or ‘decision-making unit’
within the business. This may involve supporting them in internal debates. However, the
consultant must be careful.

If the consultant is too obviously in the camp of a particular manager, his or her impar-
tiality will be impaired. Other management groups may become suspicious and will find
grounds on which to reject the consultant’s advice. If the consultant is seen to be twisting
facts to fit a particular position, his or her credibility will be damaged.

A few useful ground rules are as follows:

Understand the ‘politics’ of the consulting exercise.
Be sensitive as to who is supporting different positions in the organisation.
Recognise who will benefit and who will lose from the different options under discussion.

Make sure the objectives of the consulting exercise are clear and in the open.

Make sure any information used can be legitimated and any analysis undertaken

justified.

e Build rapport with the client and be honest with the client about the strengths and weak-
nesses of their argument.

e Introduce and explore options which reconcile different positions in a win-win way.

e Provide the client manager with information and insights but allow him or her to make a
particular case within the business by themselves.

e If put in a position where credibility might be lost, remind the manager that a loss of
impartiality and credibility will defeat the point of using independent consultants in the
first place!

Provision of support for gaining a critical resource

The consultant can offer the client valuable support in gaining the resources
it needs.

An organisation must attract resources in order to survive. One of the manager’s most criti-
cal functions is attracting resources on behalf of the firm. Some important resources for the
business include:

e the goodwill of customers;

e capital from investors;
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Facilitating organisational change

e capital from government support agencies;
@ people with particular skills and knowledge;

@ specialist materials, equipment and services.

Key tasks involve identifying who can supply the particular resources, how they might be
contacted and the issues involved in working with them. The consultant can be particularly
valuable by working with the client and developing a communication strategy, which helps
the business to be successful in its approach to suppliers of critical resources.

Gaining the goodwill of customers is the function of marketing in its broadest sense.
While it may be argued that this should be a central part of the business’s competences, the
consultant can assist in the developing of marketing plans, communication strategies and
promotional campaigns.

People, especially those with special knowledge and skills, are a critical — if not the
critical - resource for businesses. Consultants can add much value by advising a business
on its people requirements, developing an understanding of the market for such people and
developing advertisements to attract them. The consultant may also advise on the inter-
view and selection procedures. A business may have identified suppliers of the materials
and services it needs to undertake its activities. It is increasingly recognised that a business
can improve its performance by actively reverse marketing itself to suppliers. This ensures
that suppliers are aware of the business’s needs and are responsive to them. It may, for
example, encourage suppliers to innovate and make their offerings more suited to the buy-
er’s requirements. This demands communication with both existing and potential suppliers,
a process a consultant can assist greatly.

Many businesses will benefit from further cash injection. Different stages of growth
create different capital requirements. An important type of consulting activity is the assis-
tance given in helping businesses gain the support of investors such as banks and venture
capitalists. This involves developing a picture of the potential of the firm and why it might
offer an attractive investment opportunity, identifying suitable investment organisations,
preparing a business plan and even formally presenting it.

Facilitating organisational change

The consultant must be aware of the human dimensions to the change they are
advocating and be competent in addressing the issues it creates.

All organisations are undergoing change all the time. Sometimes this is a ‘natural’ response
to the internal dynamics of organisational growth. At other times it may be in response to
an external impetus or shock that forces the organisation to modify the way in which it does
things. All of the types of project above may, if they are to be implemented successfully,
demand some degree of change in the structures and operating practices of the business.
They may also demand that managers change their roles and responsibilities.

Change usually meets resistance. Managers, like most human beings, tend to be con-
servative when it comes to altering the way things are done. This is only to be expected.
Although change may offer new possibilities, it also presents uncertainties. It is only natural
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that managers try to hold on to what they know to be reliable and rewarding. How can they be
certain that a different future will offer the satisfactions achieved at present? Are the changes
in their best interest? Even if change seems to offer the possibility of greater satisfaction, what
are the risks? What happens if the manager is dissatisfied with the outcomes? What ‘insur-
ance’ against unwanted consequences can they call on? It is concerns such as these which can
lead to distrust of consultants operating in a business. The effective management of organ-
isational change demands that these questions be addressed. Sometimes organisations call
for change as the primary goal of the consulting exercise. In response to this, change manage-
ment has developed as a specialist consulting area. More often, though, change management
is required as a subsidiary area in order to effect the implementation of more specific organi-
sational projects, such as business expansion or structural reorganisation.

Team discussion points
1 Do the external and the internal consultant add value in different ways?
2 How might the client/employer’s expectations of how they add value differ?

3 How might specialisation of roles within the consulting team influence the way in which it
might add value for the client?

4 Consider the way in which your team is adding value for your client based on the six plat-
forms for value addition discussed above.

Summary of key ideas

e Consulting is a special type of management activity.

e The consultant can be understood to provide ten types of managerial roles to the client
business. These are placed into three groups:

e the interpersonal (featuring the roles of the figurehead, the liaison and the leader);

e the informational (featuring the roles of the monitor, the disseminator and the
spokesperson);

e the decisional (featuring the roles of the entrepreneur, the disturbance handler, the
resource allocator and the negotiator).

@ The consultant must integrate these roles with those already operating in the client
business. This can happen in one of five ways:

e supplementary (adding extra skills to those already present);
e complementary (adding a missing role);
e differentiating (helping managers distinguish roles among themselves);
e integrating (helping managers build a new order of roles and individual responsibilities);
e enhancing (helping managers make their existing roles more effective).
e The consultant must operate with four levels of managerial responsibility. These are:

® economic (a responsibility to ensure that the projects advocated are in the best inter-
ests of the client business);
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e legal (a responsibility to ensure that projects operate within the law);

e moral (a responsibility to ensure that project outcomes meet with the moral and ethi-
cal expectations of the client);

e discretionary (the right of the consultant to select or reject projects on the basis of
personal ethical considerations).

o Consultants must be able to do something for a business that it is unable to do for itself.

e This must genuinely offer new value to the client business.

e Businesses fail due to inadequacies in their business model, problems (including
neglect) relating to their markets and customers, poor cash and financial management,
ineffective planning and performance monitoring, and inefficient processes — but
mainly through the failings of top management.

e Important areas of value addition include the provision of:

e information;
e specialist expertise;

e anew and innovative perspective;

e support for internal arguments;

e support in gaining critical resources such as capital, people or productive factors;

e driving organisational change.

@ Many consulting projects involve a combination of a number of these elements.

® The consultant must constantly communicate to the client the new value he or she is
creating through these outputs.
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Case exercise

Go Global

Go Global was a tour operator founded by Dirk Schuyster and a couple of partners in the early
1990s. All three of them had learnt their trade with one of the UK's premier tour firms, but
they believed they could prosper rather more if they took their business and customer knowl-
edge with them and set up on their own.

They had identified a valid point of difference. By advertising in the regional press, col-
lecting their passengers from locations close to their homes and using regional embarkation
points they could offer a more customer-friendly service than larger, traditional operators.
Their business aimed to be low cost and was targeted at customers who were retired or on
lower incomes - customers who may not have travelled frequently, did not have high service
expectations and who wanted someone else to do the planning and organisation for them.
"Your holiday begins from the moment you board our coach’, claimed the Go Global bro-
chures. Destinations included proven favourites such as the Dutch bulb fields, the Channel
Islands, the ltalian lakes and German Christmas markets. Tours were of short duration with
accommodation in low-cost, family-run hotels.

Schuyster and his partners set up business in rented premises in Epping, recruiting local
Essex staff. Go Global’s business model proved successful. There was a real excitement, com-
mitment and sense of teamwork as the business grew, new tour destinations were added and
customer numbers steadily increased. Schuyster in particular took a very close interest in all
aspects of the company’s operations, including the tour details, the choice of regional titles in
which they advertised and the brochure copy.

But as the business grew, things started to change. In a boardroom coup Schuyster insisted
that his partners resign. Their settlement cost the business £3 million. He then extended the
business’s operations into additional market sectors such as ocean cruises, flights and long-
haul destinations where established competitors were very strong. The business flourished
and Schuyster relocated into large new premises near Chelmsford that he had bought at a
cost of £8 million. To manage the increasing scale and complexity of his business he recruited
senior managers from other tour operators, at least two of which had collapsed. The fact that
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they were associated with failed operations did not concern Schuyster: they would be grateful
to be employed by him and could be relied upon to comply with his wishes.

In the office, staff felt increasingly apprehensive about Schuyster and his personal style. A
large, burly individual, he was frightening when angered and micro-managed the business
obsessively. He could be abusive towards staff, manhandled and made lewd comments about
female employees who were too frightened to complain and coerced them into falsifying
records. He talked about them as ‘people | pay’ rather than team members whose services
and skills he needed to purchase. His style was to control through fear and intimidation.
A compensation of £45,000 had to be paid to a director to dissuade her from prosecuting
him for sexist abuse. Yet the personal favourites he had recruited were spared such conduct
and at the annual staff parties it was Schuyster who led the horseplay and merry-making.

Schuyster’s aggressive behaviour also extended to customers and competitors. On one
occasion he strode from his personalised BMW on to a quayside and harangued a group of
complaining passengers who had suffered an ocean cruise in appalling weather, accusing
them of plotting against him. He described his customers as ‘horrid little people’ and happily
admitted he would never stay at the types of hotel into which they were booked, let alone go
on one of his own holidays. Complaints were contemptuously dismissed with the comment
‘there are plenty more little punters where they came from’ When competitors went out of
business’ he rubbed his hands with glee and telephoned his suppliers to ensure they knew.

Thus as Go Global was prospering and was winning accolades for its growth, including
being featured as a Local Business of the Year, the methods its belligerent and increasingly dys-
functional owner was employing were starting to put the company at risk. The travel industry
is incestuous and prone to gossip, so people were well aware of Schuyster’s behaviour and
he started to make enemies. A takeover offer came when the company was at the height of
its success, but he rejected it out of hand. By now Schuyster was also drawing large sums of
money out of the business as personal loans to buy property in Chingford and to fund the
tasteless and extravagant lifestyle of his estranged wife Cheryl. This was against the advice
of his finance director as well as his non-executive chairman, a wealthy former school friend
with no travel industry experience whom he had asked to take on the role. Schuyster's view
was that he could do as he liked, as he was the sole shareholder. Board meetings became
screaming sessions at which Schuyster insisted he was in the right: he would not listen to
opinions or advice he did not like.

Eventually his cavalier methods and conviction of his infallibility brought him one enemy
too many. He cancelled a substantial contract with a cruise ship owner, who successfully sued
him for several millions in compensation. This, together with the money Schuyster had taken
out of the business, put an intolerable strain on the cash flow. In desperation he doubled
the salary he was drawing and re-mortgaged his home and the Chingford properties, but the
banks would not help him. On Good Friday 2002 the business went into administration. ‘Go
Global Goes Gurgle!” trumpeted the tabloids as 30,000 holidaymakers lost their money and
suppliers and hoteliers were left being owed millions. The entire staff lost their jobs. Schuyster
took Cheryl and the family away to a pre-arranged luxury holiday in the Seychelles, but on his
return he defaulted on his loans, the business went into receivership and in due course he was
declared bankrupt.

It could all have been so different. It could all have been so much happier.

1 How many of the common causes of business failure can you identify in the Go Global
case?

2 Could they have been avoided - and if so, how?

3 If you had been hired as a consultant by Dirk Schuyster, how would you have gone about
giving him advice on his operation?
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Consulting: the wider context
and consulting process

Success is a science; if you have the conditions, you get the result.
Oscar Wilde

Learning outcomes

The learning outcomes from this chapter are to:

e recognise the types of projects consultants are called upon to undertake within
the business environment;

e appreciate the ways in which those projects add value;
e recognise the sequence of activities that characterise the typical consulting project;

e appreciate the management issues that each of these stages presents to the
consultant;

e understand how the challenges of each stage may be approached to ensure the
success of the consulting project.

In the previous chapter we looked at what management consulting actually is and how it adds
value for the client. Now we relate it to the firm’s lifecycle and main processes to show how a
consultant can identify, sell and implement a successful consulting project. There is inevitably
much overlap with the study of how businesses operate and students should integrate their
knowledge of this while thinking about their consulting project. Consulting projects are not
done as an esoteric exercise. They are about the very real issues that businesses face. The pre-
vious discussion about the management role of consultants and the ways in which they add
value makes it clear that the challenges consultants face, are as wide as management itself.
However, when consultants are called in to undertake work on behalf of a business, it is with a
specific project in mind. If it is not, then the consultant should be worried!

Many large consulting firms, for example McKinsey, are typically split into ‘industry’ and
‘functional’ practices. The aim of this is to offer deep knowledge of the industry in which a
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Lifecycle of a business and the role of consulting

potential client operates, together with a wide experience of consulting in a particular business
function. It also has the advantage of ensuring that the consulting team, with a mix from both
sides, offers both the best expertise and enough ‘distance’ to remain objective. However, for
many smaller consulting firms and especially independents, it is not possible to put together such
a team and they have to decide where they want to position themselves (this is discussed further
in Section 3.5). If their main experience is within one industry, then they need to seek work in
functional areas where this is more important: interim management being an example. However,
if they have a lot of experience in a particular function, say finance or marketing research where
technical knowledge is key, then industry experience is less critical. There are no hard and fast
rules on this balance between industry and technical knowledge. The most important thing is
that the client has confidence in your ability to successfully undertake the assignment.

Lifecycle of a business and the role of consulting

When assessing a new consulting proposal, consider lifecycle stage and parts of the
business to focus on.

Businesses go through a lifecycle from their inception, beginning with the start-up phase
through ultimately to its exit from the market (or rebirth into another market). There has
been much discussion (Levie and Lichtenstein, 2010) about the way businesses grow as they
move through this lifecycle and whether indeed the path is linear. However, it is useful when
considering a consulting project to understand where a business may be in terms of its lifecy-
cle and what issues may be involved as a result. Using Greiner’s model, that he developed in
1972 and revised in 1998, we can build a simple framework to explore this (Table 2.1).

The framework represents represents a linear model i.e. firms progress smoothly
through the stages or die. Churchill and Lewis (1983) were among the first to think about
the consequences of businesses not completely overcoming the crises they faced. They
showed that as firms moved through the lifecycle, they had more options than just selling
the business or folding, if they failed to progress from Stage 1 and 2. This also provides
some more opportunities for consultants to help the business such as:

e [n Stage 3 — growth strategies for current business models, looking for partners or buyers
or adapting the business by finding new markets

e In Stage 4 — adapting the business model for new markets or looking for buyers for the
firm and helping with the sales process

Stage 1 - Stage 2 - Stage 3 - Stage 4 - Stage 5 -

Creativity Direction Delegation Co-ordination Collaboration
Stage of Start-up Rapid growth/ Growth/ Consolidation Maturity
lifecycle Survival Establishment
Crises Leadership Autonomy Control (People & Red tape Personnel fatigue

(People) (Systems) Systems) (People & Systems) (People)
Possible Identify Develop Build networks to  Implement new Focus on team
consulting  current skill systems for improve control  ways of working work and
projects shortages delegation behavioural skills
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A more recent work by Furlan and Grandinetti (2011) has looked at the types of growth
that a firm can experience:
@ Size (increasing physical capacity through internal investment or acquisition)

e Relationship (improving links with suppliers, customers, partners and other external
organisations)

e Capability (working ‘smarter’ through better systems and training of workforce)

Analysing the business’s opportunities for growth in this way may also offer clarity on the
consulting project required.

[ 2.2

Management consulting: strategic processes of a business }

32

Management consulting looks at the strategic processes of a firm including strategy, sales,
marketing, marketing research, business development and finance (see Figure 2.1). For
many this would be the classic view of consulting. It is in this manner that the large, well-
known firms such as Bain & Company operate.

Strategic

processes Corporate strategy

! Marketing . oL Business
Marketing Sales Finance product
research develophent development

Logistics and customer service

Operational
P | Research and development

processes
| Information systems
| Risk management

Human Human Organisational . Interim

Outsourcing
processes resources development management
- J

Figure 2.1 Firm's main processes
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Strategy

One of the broadest project types is working with a firm on the development of its strategy,
either at a corporate level, or at a business unit level, the latter being sometimes referred
to as ‘business planning’ or ‘business development’. A new consulting brief is likely to have
been triggered by what Johnson et al. (2014) refer to as ‘intended strategy development’,
that is, a planned change in strategic direction by a firm. A project of this type is a great
opportunity. It offers the consultant a broad remit to contribute to the development of the
business. However, some care is called for in interpretation. The first task the consultant
faces is to establish exactly what the client wants from a ‘strategy’ project. Sometimes the
client has something specific in mind, as a result of a detailed strategic planning exercise,
but often not. Common outcomes desired from such assignments include:

e growth of the business within its core markets by capitalising on market growth or mar-
ket share increase;

expansion of the business into new market sectors;
development of new products;

°
°
@ increasing profits through cost-reduction programmes;
°

internal structural reorganisations.

The client may simply state that he or she wants to ‘grow the business’. If this is so then
the consultant will need to step back, evaluate the possible options for growth and pro-
pose the best path to the client, bearing in mind the lifecycle stage that the business is
at (see Section 2.1). At this stage many ‘strategy’ projects resolve themselves into one or
more of the project types listed above. An effective consultant can use the project proposal
to establish exactly what the client wants and to manage his or her expectations about
what can realistically be achieved. The role that a consultant can play in a strategy assign-
ment can vary from challenging existing strategic issues, providing ‘best practice’ from
knowledge derived from their experience on strategic choices to helping implement stra-
tegic change. On a positive note, strategy consulting assignments are prized by consul-
tants as they are often used as a ‘foot in the door’ to develop a longer working relationship
with clients. However, they are also the most visible and people tend to remember the
failures rather than the successes, which can easily tarnish the reputation of a consulting
company.

Marketing research

Marketing research is the process through which managers discover the nature of the com-
petitive environment in which they are operating. The objective of marketing research is to
obtain information that managers can use to support their decision making. Information
reduces risk and enables managers to dedicate valuable resources in a more reliable way.
Marketing research falls into two types based on the sort of questions it aims to answer and
the source of the answers. First there is primary research, which is information collected for
the specific project. This is further subdivided as follows:

e Quantitative research provides answers to questions when those answers need to be
expressed in statistical or numerical form. It aims to answer the ‘how much, how often
and how many’ questions that managers pose.
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® Qualitative research provides answers to questions that do not demand a quantified
answer. It provides the insights that answer managers’ ‘who, what and why’
questions.

Secondary research is based on information that has been collated earlier for reasons other
than the project at hand. It takes the form of existing reports, articles and commentar-
ies that just prove to be relevant to the project. At one level it is ‘market intelligence’: an
ongoing review of articles, reports and customer gossip about a market. At another level it
might be an in-depth study collating the opinions of managers across an industry or func-
tional area.

Both types of research can demand the use of complex statistical techniques or sophis-
ticated psychometric methodologies to develop a complete picture. At this level marketing
research demands a high degree of expertise on the part of the researcher. Good consul-
tants recognise their limitations. They know when it is time to call in the expert market-
ing researcher. This does not mean they cannot add value for the client. While marketing
research specialists are often used to undertake the work, a consultant can develop a brief
for a professional marketing research exercise and can help the client understand what the
results mean.

Marketing

Marketing research is a powerful approach to identifying business opportunities. Exploiting
them, though, requires a marketing strategy and a marketing plan. A marketing strategy
defines the approach the business will take in order to get the customers’ attention and crit-
ically get them to spend their money on the business’s products or services. The marketing
mix dictates the key elements of a marketing strategy. The marketing strategy will be built
on the answers to the following questions:

What products do customers want from a sector’s producers?

In what way are competitors failing to provide these products?

What price are customers expecting or willing to pay?

What channels are available for getting the product to the customer?

Who might be the partners in the distribution process?

How might they be approached?

In what ways can customers be informed that the product is available?

How can the customers’ interest be stimulated through promotion?

In developing a marketing strategy the consultant is answering these questions. Often,
getting the answers will demand the contribution of experts such as marketing research-
ers and communication specialists. If this is the case the consultant can be involved in
a number of ways. He or she might simply be asked to highlight these needs so that the
client can pick up the project. Alternatively, he or she may be invited in to support the
client in working with such experts. In some cases, the client may give the consultant
complete control and have him or her subcontract work with specialists as an integral
part of the consulting project. Implementing a marketing strategy (i.e. a marketing plan)
involves a range of activities. The implementation can resolve itself into the product
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development, promotional and sales activity projects detailed below. Clearly, an effec-
tive, well-presented marketing strategy project creates follow-up opportunities for the
consultant.

The key part of the marketing plan is the promotional campaign. This is any pro-
gramme of activities dedicated to informing customers about a product, stimulating their
interest and encouraging purchase. Examples include advertising and public relations cam-
paigns, web marketing, social media, sales drives, direct mailings, exhibitions and in-store
demonstrations. Though each of these a