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Industry Profile

Technology Consulting


In order to succeed in an industry, it is important to understand and have knowledge of the industry.  This knowledge should include the basic business activities, the general financial standings, trends and current events, the people and places associated with the industry, as well as where to find all this up-to-date information.  Technology consulting is the complement of Management Consulting, and is considered by Standard & Poor (S&P) to be a sub-industry of Information Technology (IT).  The beauty of the Technology Consulting industry is that it affects every other industry.  A technology consultant must understand the industry he or she is working in to be able to perform the job well, so working in a Technology Consulting firm allows a consultant to learn about a different industry with each assignment.  A technology consultant can become an expert in the industry and also, with enough experience on certain assignments, become an expert in another industry.  Some organizations have internal consultants, so developing an expertise can create the opportunity to move into another industry completely.

The primary activities of Technology Consulting firms include system integration, outsourcing, enterprise solutions, IT strategy, web services, and research and development.  System integration is a traditional job of an IT consultant and involves ensuring that new information systems communicate and function properly with existing information systems.  Some organizations hire technology consulting firms to perform regular business processes; this is outsourcing and it is performed by companies such as CIBER and Computer Sciences Corporation.  Enterprise solutions are systems like supply chain consulting, customer relationship management, and enterprise resource planning.  IT strategy is considered to be business process reengineering, which is restructuring business process when information systems change or when new information systems are added.  Large Management Consulting firms that provide IT Strategy consulting services are Booz Allen and Accenture’s Strategic IT Effectiveness. Web services are important for companies that are involved in e-commerce and they involve implementation of e-commerce services, ensuring that transactions are secure, and sometimes even designing pages and hosting sites.  IBM and Hewlett-Packard are trying to be a brand-name provider of web services.  Creating new information technology, both hardware and software, is the research and development arm of technology consulting.  Raytheon is a firm that contracts with the military to develop new technologies.

To give a financial perspective on the industry, the S&P Industry Survey is a good source.  In June 2007, the fundamental outlook on IT Consulting and Other Services was neutral.  Spending on consulting and infrastructure-based services for technology will increase.  IDC is a global industry provider of IT data.  A survey by the IDC found that “spending on U.S. outsourcing services is expected to increase at a compound annual growth rate of 7.1% between 2005 and 2010.  Worldwide, services spending is expected to increase 5.7% and consulting services spending is expected to increase 4.8% annually between 2005 and 2010.”  So, the U.S. is experiencing more growth in IT Consulting than the rest of the world.  There are “modest near-term growth prospects and some IT service companies will look to supplement growth via acquisitions and partnerships.  Another strategy is gaining momentum.  It involves focusing on smaller, shorter duration IT service contracts, which often involve reduced upfront costs and provide faster return on investment.”  Consulting projects, and more specifically systems integrations projects, are anticipated to show improvement according to S&P this year.  Governments are improving the status of the IT Consulting industry.  The S&P Industry Survey states “we view increased spending on defense and homeland security initiatives as positive factors, since many IT services companies have expertise in this area.”  Other positive factors include an “increasingly global economy, deregulation, IT labor shortage, e-business opportunities, and the constant need on the part of corporations and governments to use services and systems that can help boost productivity and cut costs.”  Firms that will benefit from these factors are those that provide longer-term, computer services.  The activities aimed at cutting costs “will be a source of strength for India-based outsourcing companies” in the industry.

“The IT Index was 15% of the S&P 500 Index, and went up 6.3% compared to the 6.9% gain for the S&P 500.  In 2006, the sector increased 7.7% versus a 13.6% rise for the 500.”  The IT Industry is not growing as fast as the rest of the industries, but the gap has been narrowed this year as compared to last.  “There are 14 sub-industry indices in the sector.” The sector is Information Technology and the fundamental outlook on this broader industry is neutral as well.  S&P does not seem to consider Consulting a key sub-industry of IT, but “2007 estimated EPS is expected to rebound sharply to 16% from only 1% last year and the IT sector is the most expensive in the S&P 500 trading at P/E on an estimated 2007 EPS of 21.9X versus 16.2X for the S&P 500.  The P/E to projected five-year EPS growth rate of 1.3X is in line with the market’s PEG of 1.3X.”  The S&P 500 received a STARS average of 3.7, while the IT sector received a slightly lower average of 3.6.  “Although the sector’s high valuations may limit price performance, the significant 2007 EPS rebound forecast will likely allow the sector to keep pace with the S&P 500.
Major firms in the industry as ranked by Vault:  Booz Allen Hamilton, Deloitte Consulting LLP, IBM Global Services, Accenture, BearingPoint, Capgemini, HP Technology Solutions, DiamondCluster International, Inc., Telecordia Technologies, Keane, Computer Sciences Corporation, Sapient, Unisys, Infosys Technologies Ltd., Electronic Data Systems, Perot Systems, Wipro Ltd., The Titan Corporation, Tata Consultancy Services (TCS), CGI Group, Fujitsu Consulting, Logica CMG, Atos Origin, Getronics, and PA Consulting Group.

A stakeholder that has an impact on the industry is the government.  The impact is felt through regulations, especially the Sarbanes-Oxley Act.  Since 2002, “Sarbanes-Oxley compliance is just one of the major types of consulting that is generally bundled into the “enterprise solutions” category.  SOX Compliance has accounted for large amounts of budgets for many firms, including technology consulting firms.
A leader in the industry is Hitachi Consulting.  Even though this organization did not rank in the top 25 Technology Consulting firms by Vault, those leaders in the industry rely on Hitachi’s services.  No individuals stand out as leaders in Technology Consulting.  Some leaders in the IT industry in general are the well-known organizations Google, Microsoft, and Sun Microsystems.

  An issue with technology consulting and technology in general is constant change.  This requires continuous education of technology consultants.  Another issue is increased specialization.  As stated before, it is necessary to understand the business processes of a firm before consulting with it about technology.  A trend is that businesses look for consultants with expertise in the specific industries of the businesses.  An issue with being a technology consultant is that it is a very competitive field.  The compensation is good, but it must be well-earned.  (According to the Vault Career Guide to Consulting, “hourly prices for consultants can easily climb into the $500 per hour range.”)
Excellent resources for more information on the Technology Consulting industry include the Vault Guide, the Vault list of the top 25 tech consulting firms, the S&P Industry Survey, the U.S. Industry and Trade Outlook, the Vault articles that summarize industries, and independent papers that are published through schools and universities.  Business statistics can be found in books by Robert Morris and Dun & Bradstreet.  These books can be located in various libraries.  There are also many companies that sell industry research online.
Information systems are the reason a Technology Consulting industry even exists.  The two can not be separated from each other.  Technology Consulting is the analysis and improvement of information systems.  Since the Technology Consulting industry and information systems are so closely related, the trends and issues for one are likely to be trends and issues for the other as well.  A recent trend of the industry is that Technology Consulting is the implementation of the conclusions of the consulting process.  This makes consultants more hands-on than just figuring out a problem and explaining it.  (Vault Guide:  “IT consultants are also called system consultants.”)  Many organizations now have internal consulting units because there was such a need for a third party consulting firm.  “Consultants from these units report to a central consulting division, who then staffs its employees within different business units in the company for assistance on issues such as corporate strategy, business development, and project management” and although “everyone technically works for the same company, the consulting arm acts as an outsider, since its consultants don’t work for the business units.”  The consulting customers are the business units of the organization.  One reason for establishing internal consultants as opposed to hiring third party consultants is cost savings.  Examples of internal consulting entities are American Express Strategic Planning Group, Cargill Stategy and Business Development, JP Morgan Chase Internal Consulting Services, Johnson and Johnson Decision Sciences Group, and First Energy Corporation’s IT Enterprise Strategy and Planning team.
Other resources that can provide valuable information about IS and Technology Consulting are Accuvia publications, Inc. Magazine, and the Silicon Valley Business Journal.  Also, an example of the firms that sell market research is Kennedy Publications.  Since technology consultants will be required to gain expertise in an industry each time a job is performed in that industry, various other sources can and should be referred to.  Publications can be found that are specific to different industries.  For example, a health magazine may have an article about a new information system that hospitals will be using.  Ways to network with technology consultants include attending seminars, conferences, workshops, panel discussions, etc. that present on topics related to Technology Consulting and information systems.  Also, be active at work events that are designed to encourage good coworker relationships.  If still in a school setting, join a group similar to an IS club where it is possible to find someone who also wishes to be a consultant.  More than 50% of MBA students desire a consulting position, so meeting another future consultant in school should be an attainable goal.
There is much more information that can be discussed about the Technology Consulting industry, which is so heavily entwined with information systems.  To access this information and keep up to date with the constant changes, utilize the resources mentioned here.  The specific resources used in this industry profile are the Vault “Guide to the Consulting Industry”, the Vault “Industry Overview,’ the Vault “Top 25 Technology Consulting Firms”, and the S&P Industry Survey.
