Ali, Gina

09-29-2008
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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 resource. 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, spending for services 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 than the rest of the world is in IT Consulting. 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 in 2007 as compared to the previous. “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. 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.
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.
Firm: FirstEnergy Corporation

A technology consulting firm will have clients from many different industries. One such industry is the Energy Utilities industry. Having worked for a firm in this industry and knowing that my career may lead me to re-enter or at least consult for this industry, I will profile an Energy Utilities firm to analyze the firm, its industry, and Information Systems (IS) in the firm. The firm is FirstEnergy Corporation. The look at IS in the firm will focus on the consulting group of the Information Technology department. All quoted information can be found in its original context at http://www.firstenergycorp.com.

FirstEnergy Corporation (FE) is a “diversified electric company headquartered in Akron, Ohio.” FE owns seven operating companies in three states: Ohio, Pennsylvania, and New Jersey. These seven companies include approximately 13,000 full-time employees. The culture of the company is very friendly, employees are satisfied, and an open workplace and engaged workforce is encouraged. The company structure is large due to the size and geographic disbursement of the firm, but employees at the main office in Akron regularly get to interact with senior vice presidents. For example, as an intern, I regularly spent time speaking to the CIO.

There is also FirstEnergy Solutions, which is a business that consults with other businesses about their use of energy resources.

Some items for FE to brag about: 4.5 million customers, “36,000 square mile service area” in the three states, “13,948 megawatts of generating capacity”, and “12,000 miles of transmission lines” with “8 interconnections with nine electric utility systems.” FE’s “service area is within a 500-mile radius of half of the United States population.” The firm generates energy and it generates plenty of revenue, $12.4 billion annually, and it holds more than $32 billion in assets.

FE is “one of fifteen companies in the Dow Jones Utility Average.” The firm is in good financial standing after reaching milestones including a record high stock price over the past year. As stated on the firm’s Web page, FE “achieved the stated goal of $150 million in annual savings from the GPU merger.” The merger with FE was approved by the Pennsylvania energy company in late 2000. FE also “eliminated $3 billion of debt since 2002, reducing the debt-to-capital ratio to 57% from 65% three years ago.” The financial position of the firm continues to improve. One possible strain on finances is the settlement of a lawsuit by the United States Environmental Protection Agency which requires “$1.1 billion in clean-air equipment” by 2010. This affects mostly the Sammis Plant owned by FE, but others as well.

General trends and issues facing the firm include a move to competitive market pricing in 2009, working with Ohio government authorities to lower customers’ electric bills, and possibly expanding the service area into Michigan. These changes will incorporate information systems throughout the firm. To move into a competitive pricing market in Ohio, reliable transfer of data will be necessary between departments. In working with government authorities, data must be available to show the authorities to justify requests by the firm, and once changes to prices are made, information systems that create monthly statements must be updated. Expanding a service area to another state requires expanding the information system as well to be able to communicate further and allow for more traffic on the networks. There may also be a need for integration of systems from the newly acquired areas.

A threat to FE is a repeat incident at the Davis-Besse nuclear plant or elsewhere. Due to negligence in maintenance, there was a problem that was found in time, but still required the plant to close for a long period of time and cost the firm a large amount of money for repair, legal consequences, and lost productivity. FE has taken steps to prevent any similar occurrences and prides itself on being recognized for its safety programs now. Safety is a major recurring theme throughout the company. Another issue FE must consider is the use of “increasingly sensitive equipment and appliances that are more susceptible to system disturbances. Continued investment is needed to help maintain the quality service customers expect.” Again, FE is aware of the threat and has taken steps to offset the magnitude of it.

Additional resources for information specifically related to FirstEnergy Corporation can be found from the Edison Electric Institute (EEI). This organization provides information about industry issues, products, services, and meetings. The EEI website is http://eei.org and EEI publishes a magazine as well (Electric Perspectives). Another place for information about FE internally is the Employee Update newsletters which are printed and distributed about twice monthly. For networking opportunities, the LinkedIn web service is encouraged at the firm, and for networking within IS there is an Information Technology Leadership Team (ITLT). Employees can become members of the team, or participate in the events and take advantage of the services the team provides.

Information Systems at FE is a major success factor. The Information Technology Department supports every department of the firm, some of which would not be able to function without IS. For example, there is a branch of IT that is called Real Time Systems (RTS). This group of IT Specialists is responsible for the information systems that track critical data about energy generation, energy delivery, and weather systems. Information Systems are also responsible for monitoring production levels at each of the three nuclear plants, another critical process. FE would not be able to perform its daily functions effectively without IS.

The organizational structure of IS, or the IT Department, is not as complex as the complete hierarchy of the firm. Under the CEO, one of the senior vice presidents is the CIO, Bennett Gaines. Mr. Gaines is definitely an influencing force in IS and one of his emphasized projects is reducing the reliance upon Microsoft Excel spreadsheets throughout FE. This is being accomplished by taking advantage of document management application, FileNet P8. This requires an effort on the part of every department in FE to move documents into P8 and include the use of P8 in their business processes. Under Mr. Gaines are several directors of different departments within IT, such as RTS, Strategy & Planning, Web Development, and more. To focus on the consulting area of IS within FE, the director of Strategy & Planning is Kaye Jendrisak. IT Strategy & Planning handles all IT-related project strategy across the enterprise. Ms. Jendrisak is the person who determines the priority of each project strategy. The manager of Enterprise Strategy & Planning is Pam Claytor, who not only manages what her team works on, but who does some of the strategy work herself. The IT Strategy team is an internal technology consulting team for FE. The team is small with only about three core members. Frances Fischer is the de facto team lead, and is a senior consultant, and Denise Bracken is the primary strategy consultant for the IT – Energy Delivery / Customer Service group. The IT-ED/CS group, headed by Dave Meszaros, interfaces directly with the employees in the field and helps all the locations satisfy their IT needs. The similar group in IT is the IT – FENOC group, headed by Murphy Montler. FENOC is the acronym for the FirstEnergy Nuclear Operating Companies, which are two plants in Ohio and one in Pennsylvania. The IT Strategy & Planning team does a lot of work for FE and the team size is smaller than is efficient. There has been an interest in bringing more employees to this department.

A specific IS issue that FE must deal with is the separation of information from the government-regulated entities of the firm and the non-regulated entities of the firm. These two types of entities can not share information. There are shared services entities that can access information for both types of entities. Security around information throughout FE must ensure these restrictions are obeyed. Large legal implications will arise if a breach of these restrictions occurs. There was a drive cleanup initiative that took place in the summer of 2007, the goal of which was to not only remove unnecessary items from the networks, but to also ensure adherence to the regulations of separation of information. Also, in support of CIO Bennett Gaines’s emphasis of document management, compliance to the Sarbanes-Oxley Act requires certain guidelines for information storage to be met. One of the biggest strategies to begin the communication and implementation phase recently was the e-Learning Technologies strategy, which has the intent of making all training more effective and efficient throughout FE.

The leaders in IS at FE are the people mentioned previously, and also the members of the ITLT, which was discussed briefly as a networking tool. The ITLT influences the culture of IS and IT at the firm, while the individuals mentioned influence first-hand the work that is done. Only one specific application has been mentioned, which is FileNet P8. Another key vendor, probably the most significant for FE, is SAP, which has a whole department of IT dedicated to it. Project Innovation just involved a huge upgrade of the SAP Enterprise Resource Planning product, employing features that were owned by the firm but had not yet been used. This project should be going live beginning in October 2007.

Business in the energy industry is regulated by the government. A few agencies that have a large influence on FE’s business processes are FERC (Federal Energy Regulation Commission), NERC (North American Electric Reliability Council), and NRC (Nuclear Regulatory Commission).

IS resources specific to FE include the IT Weekly Newsletter and the Community Pages of each IT department on the company portal, which was recently launched with SAP. The Newsletter gives information about new employees, anniversaries of service, and brief highlights of achievements in departments. The community pages provide detailed information about projects that are underway and scheduled to be undertaken (as prioritized lists or timelines), and department goals and bulletins are posted.

FE is a great firm for employment as an IT consultant because the culture is friendly, the work is appreciated by the company, and there is the opportunity to move around within the firm to different departments or geographic locations. Working for a technology consulting firm may allow for experience in the energy industry, helping to develop expertise in the area, which will make the move into the industry as an internal consultant smoother.
