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History

Technology consulting traces its roots back to several parents. As information technology (IT) grew in complexity in the early 1990s, management consultants found that their strategic recommendations often involved complex and costly internal IT changes. Consulting clients demanded information system implementation assistance along with high-level business advice, so management consulting firms like McKinsey and Booz Allen Hamilton built up practice areas to provide it. 

As the consulting business model proliferated in the 1980s and 1990s, all of the major U.S. accounting firms created consulting practices that could leverage their massive existing client bases, offering both business strategy consulting and IT consulting expertise to private sector and government clients. Moreover, software firms like Oracle have moved into the consulting field to capture some of the enormous new demand for design, implementation and management of all sorts of technology-based business information processes. Finally, newer "pure play" IT consulting firms such as Infosys and DiamondCluster have formed their entire business models around providing clients with technology strategy advice, systems implementation support and/or outsourcing services. 

Description of the primary activities/focus of firms in the industry

1. Systems integration 

There is a very prominent trend in recent times for companies to grow inorganically. The market forces are aligned in such a way in many industries that it makes more sense for fewer bigger players to exist in the market. This leads to many big companies acquiring other players in their market. They do this to increase their markets share and to reduce competition. When companies acquire other companies, it makes sense to integrate the companies fully to realize the benefits of the integration. The integration involves many aspects such as systems integration, organizational integration, business integration etc.
2. Outsourcing 

Some companies find it easier and more cost-effective to pay somebody else to manage their technology for them. The consultants, in effect, become the client's IT department. 

3. Enterprise solutions 

"SOX" mandates that companies publicly listed in the U.S. market conduct internal audits, provide more detailed financial information to investors, and store financial data for a certain period of time. ERP systems make this possible. Other examples include SCM consulting and CRM consulting.
4. IT strategy 

Consultants working in this domain require a broad view of the client’s business and also a very good understanding of many issues such as the macroeconomic issues, the policy and organizational structure issues etc. this is probably the high pressure and high paying part of consulting business. Often the projects in this domain are classified as Business Process Reengineering projects.
5. Web services 

Web services include e-commerce implementation and other secure-transaction work. This specialty is receiving a lot of attention from major technology players like IBM, Hewlett-Packard and Accenture 

6. Research 
Some consultants work on issues which are not immediate concerns for one of their clients. They work on issues which have a history of incidence and try to find a solution for future use. These issues might be technical such as developing a new software, or hardware. The issue can also be a managerial issue such as the best way to manage a project, the best way to handle the bid processes so that you get the contract.
Industry leaders 

Booz Allen Hamilton, Deloitte Consulting LLP,  IBM Global Services, Accenture, Oracle Consulting

General trends and issues

Consulting industry is in a constant state of change. The industry is highly competitive. The state of the industry is much different than it was a decade ago. The requirements have become more stringent. The demands on the capabilities of a consulting firm have increased many times. 

Expert knowledge
Until recently, the conventional wisdom at firms like McKinsey was to develop generalists who applied their learning across industries and geographies. Clients increasingly demand that

Consultants come in with prior knowledge of their industry. While most of the larger firms still hire generalists, they now ask consultants to specialize earlier in their careers, often only two or three years after starting at the company. They sometimes also hire industry experts who might follow different (and possibly accelerated) career tracks than typical consultants. 

Tactical and operational skills
Many clients are now looking for a broader range of capabilities from a consulting firm. They are not satisfied with the strategic advice. They require consulting firms to act on their advice and achieve results. Thus some consulting firms are beefing up their skills at the tactical and the operational level. Firms that are good at strategic thinking lack the implementation skills and the firms specializing in the systems aspects are trying to build their strategic thinking capabilities. Thus consulting firms are facing a push from all sides as all the firms are trying to expand into others territories.
Dependence on the economy and the big companies
In the 1990s the main drivers of growth in the consulting industry were penetration of markets in the developing countries by big corporations, changes in organizations of big clients (there were many fundamental changes such as privatization of some government functions, increase in the use of IT in the daily processes of companies, increase in the geographic scale of operations of big companies) were mainly responsible for the growth in the consulting industry. But even though recessionary environment provides a lot of scope for consulting work, there is not much demand for it during those times. This is because the revenue of the consulting industry is closely related to the fate of the economy and consequently the big companies. Thus in recessionary times, the big companies cut costs and cancel or postpone the consulting projects. This may lead to job cuts and salary reduction in the consulting industry.

Regulation
Because of the accounting scandals of the past, there is increased regulation in corporate governance in the form of Sarbanes-Oxley regulations. This has encouraged many firms to separate their accounting/tax arms and their consulting arms. This is done mainly to remove any conflicts in interest 

IS Trends and issues in industry

Businesses across all industries now realize that effective technology and technological processes are essential to maintaining competitive footing in the marketplace. As a result, decision-makers turn to outside IT consulting firms for world class expertise on technical questions, third-party perspective on optimizing their business processes, and sheer headcount to execute large IT initiatives. 

The rough economy of 2001-2002 was not kind to consulting firms. Growth among the 50 largest firms, after exceeding 20 percent per year in the late 1990s, slumped to a piddling 2 percent in 2001, according to Kennedy Information’s Consulting News. These numbers reflect the fact that consulting spending has decreased as of late. Companies spend less on consulting budgets, so projects are smaller and the competition to get projects is fierce. 

The outlook for tech spending is positive, with industry observers predicting a slower, sustainable expansion in the coming years. In 2005, a report from Kennedy Information indicated that the technology consulting market as a whole will expand 8.8 percent annually through 2009. And according to an IDC industry survey in January 2007, spending on tech services will grow at a 5.8 percent compounded annual rate through 2010, with government, banking and manufacturing industries expected to increase spending the most. In the long term, things are looking even better for the IT biz; analysts forecast that globalization, increasing international deregulation and the need to align business processes with IT systems will drive a 
