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Overview: 

According to Wikipedia, the term“Management consulting”  refers to,
”… both the industry of, and the practice of, helping organizations improve their performance, primarily through the analysis of existing business problems and development of plans for improvement.”(1) 
Business organizations are often faced with new market conditions and new strategic and business challenges for which they are unable meet with existing in-house knowledge. The role of the management consultancy is an advocate and change agent, whose primary focus is to provide organizations the effective expertise in change management assistance, development of transferable coaching skills, technology implementation, strategy development, or operational improvement services. 

Companies hire management firms on a contingency basis for strategy management issues, or either as a stop-gap measure while a firm executes its own internal changes or for a singular project that is rather short term but important strategic impact to help a company realign or recreate new infrastructures in an existing industry, expand into new markets, or change the internal functioning of the company to improve efficiencies throughout the organization. 

Many times management consultants try to differentiate themselves from their competition by creating their own “view” or perspective towards executing change by using internally developed and tested proprietary methodologies and frameworks that guide clients to identifying problems, quantify the solutions, and provide a basis for recommendations for more effective or efficient ways of performing business tasks. 

The management consulting industry has been experiencing significant integration by by the largest companies of expertise areas of the smaller specialty firms. However, this has created an issue with the ability of many of the larger firms to effectively abandon  some segments of the market. An unexpected benefit of this quasi-consolidation is that smaller firms have found opportunities to service smaller organizations which cannot afford the minimum capital investment requirements, and has lead to new entrances into the field in niche markets in the U.S. and overseas, as well as the push for organizations to develop their own internal “consulting” groups, whose focus is on the benefit of the company and not further expense then base compensation. However, the overall perspective of growth is still closely tied with the health of the global economy for larger firms, as their scale and diversified talent pools gives them a competitive edge given the changing dynamics of world economic equalitarianism, it is also what makes them susceptible to negative trends. 
Financial Summary

The use of information technology consulting during the booming 1990s provided opportunities and new technological tools for office automation, network computing, and e-commerce. Other important consulting specialties include general strategy, marketing and branding, leadership, logistics, human resources, and industry-specific practices. The industry as of 2004 consisted of over 118 distinct types of consulting services offered in 98 different unique industries.

Market Revenues

The global IT consulting & other services market generated total revenues of $478.3 billion in 2007, representing a compound annual growth rate (CAGR) of 7.2% for the period spanning 2003-2007.  The global IT consulting & other services market, valued as the revenues accrued from provision of information technology and systems integration services, information technology consulting, and information management services, has enjoyed steady growth with only minor yearly fluctuations. Similar results are expected over the next four years, with annual growth remaining consistently between 6.3 and 7.8% leading up to 2012 (3). 

Of the overall general management consulting services, the segments that serviced the integration and development service sector proved the most lucrative for the global IT consulting & other services market in 2007. This sector generated total revenues of $236.9 billion, or an equivalent of 49.5% of the market's overall value. In comparison, sales of hardware maintenance and support generated revenues of $107 billion in 2007, equating to only 22.4% of the market's aggregate revenues. 

Industry Standard Firm Composition

The most common organizational structure for a management consulting firm is as an incorporated company. Most consulting firms might employ research associates at the lower level, with consultants and senior consultants at the next level. Above them as direct reports would be managing consultants consisting of individuals with typically greater degrees of client interaction and experience, as well as responsibility for the success of consulting projects. At the top of a typical firm's hierarchy are firm partners who not only run the day-to-day operations, partners are generally responsible for bringing new business into the firm through a connection of networks of previous contacts, and industry involvement. 

Operational units of a firm typically operate in project teams. Depending upon the firm and assignment, consultants on project teams often spend more time at the site of the client's offices to gather data and interact extensively with personnel from the client organization, make recommendations, and often work on implementing solutions that are part of the client company operations. The integrated nature of having client personnel involved on the consultant team increases the likelihood that the solutions will be implemented effectively and that existing tacit organizational information is included in the solution. 

Industry Structure and Categorizations

Management consulting firms range in size from sole practitioners to large businesses. As far as areas of expertise, there are a multitude of firms devoted to specific practice areas while others offer a broad range of services to varied clientele as a “one-stop-shop”. Many firms use this diversified approach to maintain consistent revenue growth, and provide a broad range of advisory services by combining such varied forms of advice are categorized as the following: 

Generalist Consulting: Generalist management consulting firms typically provide advice on strategy to their clients but may also have internal expertise in specific industries, such as banking or health care, or in particular practice areas, such as new product development or operations. Generalist consulting firms often provide consulting in IT/MIS and compensation/benefits as well. Key firms in this area include: McKinsey & Company Inc.; Booz, Allen & Hamilton Inc.; and Arthur D. Little Inc.

Strategy Consulting: Strategy consulting firms specialize in providing advice on corporate strategy to senior executives--answering such difficult questions such as ways improve profitability, and other intangible questions that are difficult to capture and quantify.  Strategy firms compete with generalist firms for strategic engagements but do not provide the non-strategy services of the broader, generalist firms. Key firms in this area include:  Boston Consulting Group and Bain & Company but this area is blending with the generalist firms in an attempt to maintain profitability. 

Specialty Consulting Practice Areas: This segment is by far the most difficult to define, for it encompasses so many different possible practice areas. Specialty consulting firms are often boutiques or small to medium size organizations that service a niche in the consulting market.

Marketing Consulting Firms: These firms provide marketing research, product test markets, target market selection, and other services directly related to the marketing of client products or services. Key firms in this area are: Yankelovich, Skelly and White/Clancy Shulman Inc.

Business Re-engineering/Organizational Effectiveness: A unique specialty in management consulting refers to the radical redesigning and rebuilding of the processes and functions of a business to recreate the company as a highly effective, cohesive whole that performs optimally. Many firms incorporate aspects of this specialty, but key firms that embrace it as a signature is Andersen Consulting now called Accenture Inc. following the potential conflict with Andersons accounting and auditing business. 

Industry Leaders (Key Organizations)
Accenture Ltd. (NYSE: ACN ) , formerly known as Andersen Consulting, is one of the largest. The two Andersen segments epitomized the struggle between the older accounting side of the business and the new consulting side. The original Arthur Andersen & Co. accounting firm dates to 1918. The consulting wing had grown to match the accounting business in terms of revenues in the late 1990s, with big banks and communications companies as some of its largest clients. Accenture operated 150 locations in 50 countries bolstering more than $18.2 billion in revenues and 140,000 employees for 2006.  


A. T. Kearney Inc. was founded in 1926 as a production and engineering consulting firm that served manufacturing clients. Over the years, A. T. Kearney has grown into a full service, generalist consulting firm employing more than 5,000 professionals, half of whom operate as consultants. In 1995 the firm was bought by Electronic Data Systems Corp., a large systems integration and technology service provider. A.T. Kearney's management team purchased the company from Electronic Data Systems (EDS) in January of 2006. A.T. Kearney operated in 30 countries, while employing more than 2,000 consultants generating $798 million in annual receipts.

Booz, Allen & Hamilton Inc. is another generalist consulting firm that was founded in 1914. Booz-Allen employed 11,000 consultants in more than 100 offices worldwide in 2001. The firm is organized around industry groups such as advanced technology, applied sciences, energy and chemicals, financial services, information and strategic systems, and marketing-intensive industries. It is split into two operating segments, the Worldwide Commercial Business unit and the Worldwide Technology Business unit. Booz, Allen & Hamilton Inc. posted revenues of $3 billion in 2006, with 17,000 employees and global operations in 60 offices.

Cap Gemini Ernst & Young Group, based in Paris, France, is a global management consulting firm with fully integrated capabilities in strategy, operations, people, and information management. In 2000 Cap Gemini catapulted to the consulting industry's top five with its $11 billion purchase of Ernst & Young's consulting business. Based on 1998 results, Ernst had been the third-largest consultancy and Cap Gemini was eighth-largest. The combined company had an estimated 60,000 employees and a major presence throughout Western Europe and the United States. Sales in 2001 totaled $7.4 billion. In 2006 Ernst & Young reported revenues of $18.4 billion, up $1.5 billion over 2005, employing 114,000 people.

McKinsey and Company Inc., a generalist consulting firm, is perhaps the best known of the generalist management consulting organizations. Founded in 1926, McKinsey experienced tremendous growth in the 1980s and 1990s, expanding to more than 11,000 professionals and a total of 84 offices by 2001. Most of this growth for McKinsey came from international expansion. McKinsey provides consulting services that address top management issues for large organizations. The majority of its work is in the area of strategy and organization. The remainder is conducted in specialized practice areas such as marketing, manufacturing, and technology. McKinsey and Company had estimated revenues of $3.8 billion in 2005, with 80 offices in 44 countries.

Price Waterhouse and Coopers & Lybrand. Founded in London in the late nineteenth century, Price Waterhouse was one of the world's oldest and most prestigious accounting firms, and by the 1990s was a massive international management services purveyor. Coopers & Lybrand was a prominent accounting firm in its own right, dating to a 1957 merger of two multinational accounting concerns. Like Andersen and others, PricewaterhouseCoopers has suffered from internal tension between its accounting and consulting arms; the company was considering splitting into two separate entities. PricewaterhouseCoopers International boasted revenues of nearly $22 billion in 2006, with 770 worldwide offices scattered throughout 149 countries and 142,162 employees.
General Trends and Issues


In the IT/MIS segment of the management consulting industry, it is estimated that approximately 50 percent of management consulting firms anticipated strong growth for 2006, while 22 percent felt they would maintain their current level. In addition, various  surveys of growth estimations cited nearly 20 percent of consultants planned to raise their rates, while 58 percent expected to increase their total headcount, which is understandable considering the recent economic news in the financial markets. These sorts of shocks are extra-ordinary to many organizations that will be looking to increase their revenues with unique new strategies given the changing business landscape.  

The industry is also highly susceptible to changes in the economy, but each firms business will be affected differently. This negatively impacts the information technology segment of management consulting. At the same time, however, executives of corporations in hard times might be more prone to call upon a consulting firm that can help them to find ways to increase their revenues, contain their costs, or reduce their head count.

Firm Analysis: Accenture Inc. (NYSE: ACN) Formed January, 2001
	Accenture Ltd.
	 
	Number of Shareholders: (as of 10/12/2006)

	Canon's Court
	 
	 
	1,642 (class A common),

	22 Victoria Street
	 
	 
	1,339 (class X common) 

	Hamilton, Bermuda
	 
	Market Cap 
	 $  22,158.00 M
	

	Phone: (441) 296 8262
	PE Ratio 11.65
	 
	 

	Fax: 917 527-9915
	 
	Company Website:
	www.accenture.com


Business Summary

Accenture is a holding company for five operational subsidiary groups: 

Communications and High Technologies and Integration

Financial Services
Products and Product Development
Resource Management

Public Service

The primary strategy of Accenture is to help clients perform to create sustainable value for their customers and shareholders. They principally identify new business and technology trends and develop solutions to help clients around the world to enter new markets, increase revenues in existing markets, improve operational performance, and deliver their products and services more effectively and efficiently.

Financial Summary:  (See attached appendix A) 
Firm Composition and Characteristics
Accenture is a global management consulting firm that has separate “units” for each division in field offices around the globe. Each office has several representatives from each core expertise group, that can be “cross-enrolled” between projects. Each project is then charged according to the role or group that a consultant belongs depending on the job and the needs of the client. The ability of Accenture to combine these types of global talent from all divisions from any part of the world is an unparalleled experience for most clients. If a client company is willing to pay the cost to mobilize comprehensive capabilities across all industries and business functions, and extensive research on the world’s most successful companies can be brought to bear on the issue. Accenture collaborates with clients to help them become high-performance businesses and governments which is of the scale necessary to be able to handle the size necessary. The company currently employs more than 186,000 people in 49 countries, and generated net revenues of US$23.39 billion for the fiscal year ended Aug. 31, 2008. 

Key leaders (specific individuals)
William D. Green Chairman & CEO 
Mr. Green is the chairman & CEO of Accenture and served on Accenture's board of directors since its inception in 2001. In addition to chairing the board of directors, he is responsible for managing the company, formulating and executing long-term strategies, and for all interactions with clients, employees, investors and other stakeholders as the primary decision maker and policy maker, he thereby sets the tone for the company's values, ethics and culture. 

Donald J. Rippert, CTO and Managing Director–Technology

Mr. Rippert is responsible for helping promulgate technology vision and strategy, which entails identifying and incubating emerging technologies and technology-related businesses with relevance to Accenture, and ensuring that the property technology resources help the other organizations maximize their impact. 

In addition to having responsibility for Accenture’s Technology Consulting organization, Mr. Rippert also oversees Accenture Technology Labs, the company’s research and development organization; Accenture Information Management Services, which comprises more than 13,000 people dedicated to information management processes, strategies and technologies; and Accenture’s global technology alliances.

Pamela J. Craig, Chief Financial Officer

Ms. Craig is responsible the company’s finance organization, including the Corporate Controllership, Treasury, Tax, Investor Relations, Corporate Transaction Services, Client & Corporate Finance, Finance Operations and Strategic Planning & Analysis functions. 

Karl-Heinz Floether, CEO of Systems Integration, Technology & Delivery Group 

Mr. Floether is in charge of the systems integration, technology, quality and delivery capabilities, including its Global Delivery Network, which consists of more than 40 delivery centers on five continents serving clients on a global basis. A member of Accenture's board of directors from June 2001 to February 2004.

 Mark Foster, CEO of Management Consulting & Integrated Markets Group
Mr. Foster has the overall responsibility for the development of the company's management consulting capabilities, which include the Customer Relationship Management, Finance & Performance Management, Talent & Organization Performance, Strategy, and Supply Chain Management service lines. Additionally, he has oversight of all industry programs including the High Performance Business Integration initiative, through which Accenture provides clients blend of business capabilities across its three growth platforms—Management Consulting, Systems Integration and Technology, and Outsourcing. 
Recent Successes and Crises
Enron scandal and Accenture

It is a misconception that the consulting aspect of Anderson Consulting changed its name to Accenture in a PR attempt to distance itself from the Enron scandal. The timing of the name change supersedes the scandal, and was in reality, underway before the arbitration decision was announced. There are several distinct units within Anderson Consulting, and Accenture was absolved and not held liable of any involvement in the Enron scandal in court, but the perception stayed that the company was still susceptible to such activities. 
Movement of jobs outside the U.S.

Accenture has been criticized publically that it is the proponent of the “outsourcing” trend that has been the norm for U.S. firms looking to reduce overhead. The fact that Accenture consults with most of the top Fortune 500 has led to suspicions that its own cost cutting outplacement and outsourcing utilizing Global Delivery Centers in South Asia and Southeast Asia (such as Bangalore, Pune, Hyderabad, Chennai, New Delhi and Mumbai in India, and, Manila and Cebu in the Philippines) to reduce cost and increase profit margin in outsourcing deals with major U.S. companies, which they are consulting “objectively”. As of October 2007, Accenture employs more people in India than in the U.S.

Loss of sensitive data

In September 2007, Accenture was implicated in a high-profile case of loss of sensitive data  on individual American citizens contained on a backup computer tape being used in the development of a government information system for the state of Ohio which was stolen on June 10, 2007. The stolen tape contained the names and Social Security numbers of every Ohio state employee, more than half a million people owed tax refunds by the state of Ohio, 602 Ohio Lottery winners who had not cashed their winnings, 84,000 welfare recipients, tens of thousands of other individuals, taxpayer identification numbers for Medicaid providers, and bank account information for school districts and local governments. Clearly a company that presents the “best practices” mantra and consults companies in the ways of data security, validation, and policy and procedure development, should have better controls. The loss was a clear hit on the reputation of the company. 
Innovation and Scope

Accenture is by far the largest and leading consultancy in the world. It is responsible for the promulgating the latest trends and best practices across many markets and several industries. As such, the integrated effect of the company has provided a sort of clearing house or watershed for which other industries can use cross-industry expertise to garner innovative and unique approaches to existing and historically systemic problems. That ability is a great asset in the company, and one that is not easily identified due to the rapidly changing environments in the various industries that it operates in, but it is thus a key company in the industry, and will remain viable for many years to come. 

Appendix A:  Accenture Summary Financials
	Financial Summary 
	(USD as of 08/31/2007)
	
	Profitability Ratios
	 

	Total Revenue
	$21,452,747,000.00 
	
	ROA % (Net)
	12.33

	EBITDA
	 $  2,489,388,000.00 
	
	ROE % (Net)
	62.82

	Operating Income
	 $  2,492,619,000.00 
	
	ROI % (Operating)
	123.59

	Net Income
	 $  1,243,148,000.00 
	
	EBITDA Margin %
	11.6

	Total Assets
	$10,747,162,000.00 
	
	Calculated Tax Rate %
	34.21

	Current Assets
	 $  7,971,178,000.00 
	
	Revenue per Employee
	126,193.00

	Total Liabilities
	 $  8,683,830,000.00 
	
	
	

	Current Liabilities
	 $  6,962,616,000.00 
	
	Liquidity Indicators
	 

	Long Term Debt
	 $         2,565,000.00 
	
	Quick Ratio
	1.01

	Stockholders' Equity
	 $  2,063,332,000.00 
	
	Current Ratio
	1.14

	
	
	
	Net Current Assets % TA
	9.38

	Asset Management
	 
	
	
	

	Total Asset Turnover
	2.13
	
	Debt Management
	 

	Receivables Turnover
	6.16
	
	LT Debt to Equity
	0

	Accounts Payable Turnover
	23.3
	
	Total Debt to Equity
	0.01

	Accrued Expenses Turnover
	7.35
	
	
	

	Property Plant & Equip Turnover
	27.94
	
	
	

	Cash & Equivalents Turnover
	6.72
	
	
	

	
	
	
	
	

	Stock Price and Valuation
	(Data as of 10/09/2008)
	
	
	

	Market Cap (mil)
	22,158
	
	
	

	Shares Outstanding (000's)
	737,130
	
	
	

	52-Week Range
	30.06 - 42.21
	
	
	

	7-Day Average Closing Price
	33.28
	
	
	

	30-Day Average Closing Price
	36.23
	
	
	

	200-Day Average Closing Price
	38.65
	
	
	

	Dividend Per Share (TTM)
	0
	
	
	

	PE Ratio
	11.65
	
	
	

	Earnings Per Share (TTM)
	2.58
	
	
	

	Last Price
	30.06
	
	
	

	Last Day Range
	30.01 - 33.99
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