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In praise of the fourth edition

“ the first edition of Management consulting appeared, hardly any books had been published
on the subject. Almost immediately, Management consulting became the standard text in the
field... In today’s plethora of books on the subject, the fourth edition still stands out, just like
the first. As a guide for the novice consultant and reference for the experienced, this book’s
grasp of the subject matter, breadth of coverage, simplicity of treatment, and accessibility is
unsurpassed. Its perspective on the world of consulting is fresh and down-to-earth.”
Gerald A. Simon, CMC, FIMC, Chairman of the Editorial Board,
C2M Consulting to Management

“The consulting industry is going through profound changes. Practitioners and clients both
need to be aware of these changes in order to ensure that client value continues to be
delivered. Milan Kubr's book Management consulting: A guide to the profession is a great
starting point to understanding the state of the industry and how it's evolving.”
Wayne Cooper, Publisher of Management Consulting International and
Consultants News, and CEO of Kennedy Information

“Management consulting: A guide to the profession” is the most comprehensive capture of
the body of knowledge of management consulting. The text is the most thorough guide for
those who want to develop the competence leading to certification in this profession.”

E. Michael Shays, CMC, FIMC, Executive Director,

International Council of Management Consulting Institutes, and Chairman,

Institute of Management Consultants, United States

“How fortunate for both the novice and the battle-scarred veteran to now have a new fourth
edition of this classic text, which has been an indispensable tool for me over many years.
Balancing the professional and the business aspects of management consulting, Milan Kubr
and his team of authors have integrated the spectrum of current theories and practices into a
pragmatic guide which will become the handbook of our time.”

Patrick J. McKenna, management consultant and co-author of First among equals:
How to manage a group of professionals

“The Asian Productivity Organization has greatly benefited from the previous editions of
Management consulting in developing consultants in Asia. The current edition will
contribute to further building up the core competence in consulting services with a pragmatic
approach to creating the knowledge economy and enhancing business competitiveness.”

Yuji Yamada, Special Adviser to the Secretary-General, Asian Productivity Organization
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FOREWORD

Management consulting has long been recognized as a useful professiona
service that helps managers to analyse and solve practical problems faced by
their organizations, improve organizational performance, learn from the
experience of other managers and organizations, and seize new business oppor-
tunities. Hundreds of thousands of private businesses and public organizations
throughout the world have used the services of management consultants,
separately or in combination with training, project management, information
technology consulting, financial advice, legal advice, audit, engineering
consulting and other professional services.

The International Labour Organization (ILO) has been active in manage-
ment and small-business development, and employment promotion since the
early 1950s. Management consulting and the promotion of effective consulting
practices were quickly identified as powerful tools for the ILO’s activities.
Through its technical cooperation projects, the ILO has assisted many member
States to establish local consulting services for the various sectors of the
economy, and to develop management consultants and trainers. At present, the
ILO, through many different programmes, is an important user and developer
of consulting services.

To respond to a pressing demand for a comprehensive, practically oriented
guide to management consulting, three editions of this book were published
between 1976 and 1996. The book quickly became a basic reference work and
learning text on management consulting, published in 12 different language
editionsin addition to the English original (Chinese, Czech, French, Hungarian,
Indonesian, Italian, Japanese, Korean, Polish, Portuguese, Romanian and
Spanish), and used worldwide by thousands of management consultants,
educatorsand clients of consultants. Universities, business schools and manage-
ment institutes in the United States and other countries have used the book in
their management and consulting courses. Many associations and institutes of
management consultants have recommended it to their members as essential
reference and study material.

XV



Management consulting

However, management consulting is adynamic and rapidly changing sector
of professional services. To be relevant and useful to clients, consultants have
to keep abreast of economic and social trends, anticipate changes that may
affect their clients' businesses, and offer advice that helps the client to achieve
and maintain high performance in an increasingly complex, competitive and
difficult environment. The knowledge-based economy is generating growing
demand and creating new opportunities for consultants. Management consult-
ing is affected by information and communication technologies, the Internet,
globalization, market liberalization, major changesin geopalitics, the advent of
regional economic groupings, demographic changes, the progress of education,
shifts in consumer taste and behaviour, the changing role of governments
and the public sector, and numerous other developments. Consultants need to
“reinvent themselves’ continuously to be able to advise clients on these
increasingly complex and challenging issues.

As a professional service sector, management consulting also interacts
closely with other professions. This interaction has many facets, including
both cooperation and knowledge transfer in the clients' interest, and fierce
competitionin national and international markets. The borders between profes-
sions are shifting, professional firms merge or split, and new models and
techniques of service delivery emerge.

A fundamental reference text on consulting has to reflect all these
developments and challenges. Therefore the fourth edition of this guide
describes state-of-the-art consulting practices, issues of major concern to
consultants and clients alike, current and emerging trends, and approaches
likely to enhance the value of the services provided by consultants. All the
chapters and appendices of the third edition have been updated. New topics
of growing concern to consultants have been added, including e-business
consulting, consulting in knowledge management and the use of knowledge
management by the consultants themselves, total quality management,
corporate governance, the social role and responsibility of business, company
transformation and renewal, and the public sector. More attention and space are
devoted to key legal aspects of consulting services, such as consultant liability,
contracts and intellectual property issues. A consistently international
perspective has been maintained: like previous editions, thisfourth edition aims
togiveatrueand balanced picture of consulting asit is practised in various parts
of the world.

When ILO first decided to develop and publish a guide to professional
management consulting in the mid-1970s, the literature on the topic was
surprisingly meagre. There were only afew anecdotal pamphlets on the history
and activities of consultants, and several conceptua contributions on inter-
vention methods used in consulting, coming from the behavioural science
circles. In 2002, a hibliographic search using the terms “consultant” or
“management consulting” will produce hundreds of references. Consulting has
become a very popular topic and has been covered by many authors from
varying perspectives.
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Foreword

The concept of consulting

In this book, management consulting is treated as a method for improving
management and business practicesfirst of al. This method can be used by an
independent private firm, an internal consulting (or similar) unit in a private or
public organization, a management development, productivity or small-enter-
prise development institute, an extension service, or an individual (e.g. asole
consulting practitioner or a university professor). Even a manager can act asa
consultant if he or she provides advice to peers or subordinates.

At the same time, however, management consulting has been developing
into a profession. Thousands of individuals and organizations have consulting
astheir full-time occupation, and strive for professional standardsin the quality
of the advice provided, methods of intervention and ethical principles.
Individuals who do some consulting without being full-time members of the
profession can also comply with the profession’s standards and principles, and
should be encouraged and helped to do so.

Thereis no conflict between these two ways of viewing consulting. Indeed,
consulting as a method and consulting as a profession constitute two sides of
one coin, and a guide such as this has to deal with both sides.

This book describes the consulting approaches and methods applied to
various types of management and business problems, organizations and
environments. There is an extremely wide range of consulting approaches,
techniques, methods, modes and styles. This diversity is one of the exciting
features of management consulting. It means that even clients with very
particular problems and characters can usually find a consultant who fits their
organization and personality. Conversely, consulting also exhibits certain
common principles and methods. Some of them are quite fundamental and are
used by the vast magjority of consultants. For example, every consultant must
be able to use interviewing techniques, diagnose the client’s problems and
purposes, structure and plan the work to be done, enlist the client’s collabor-
ation, communicate with the client, share information and knowledge with the
client, and present proposals and conclusions orally and in writing.

Thus, to generalize about consulting and recommend a best way of
approaching it is difficult and risky at best, and can even be misleading and
counterproductive. We have therefore opted for an eclectic approach, trying
to provide a comprehensive and balanced picture of the consulting scene,
including the different methods, styles, modes or techniques used, and pointing
out their advantages and shortcomings. Readers can make their own choice,
consistent with the technical, organizational and human context of the given
organization.

However, to say that the authors of this book have no bias whatsoever for
any approach to consulting would not be correct. We do have a bias, and a
strong one, for consulting in which: (i) the consultant shares knowledge and
expertise with the client instead of trying to hide and withhold it; (ii) the
client participates as closely and intensively as possible in the assignment; and
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(iii) both parties spare no effort to make the assignment a valuable learning
experience. Many different methods and techniques can apply within this
broad concept.

Purpose of the book

The main purpose of this book isto contribute to the upgrading of professional
standards and practices in management consulting and to provide information
and guidance to individuals and organizations wishing to start or improve
consulting activities. The book is an introduction to professional consulting, its
nature, methods, organizational principles, behavioural rules, and training and
development practices. It aso suggests guidelines to consultants for operating
in various areas of management. However, it is not intended to replace hand-
books and manualsthat deal in depth and detail with management functionsand
techniques: for this the reader should refer to special sources.
In anutshell, the book isintended for:

— new entrants to the consulting profession;
— independent management consultants and consulting firms;

— consulting departments of productivity, management and small-business
development institutes and centres,

— internal management consultants in business companies and governments,

— management teachers, trainers and researchers (who may be part-time
consultants, and whose work is closely related to that of consultants);

— students of management and business administration;

— managers, business people and administrators who wish to use consultants
more effectively, or to apply some consulting skills and approaches in their
own work.

Finally, many principles and techniques described in the book apply to
consulting in general; hence consultants operating in areas other than manage-
ment and business may also find it useful and inspiring.

Terminology

The most common terms used in management consulting in various countries
areexplained in thetext of the book. But the meaning and use of two basic terms
warrant a definition at this early point:

— the term management consultant is used in the book as a generic term to
apply to al those who perform all or some of thetypical consulting functions
in the field of management, on either afull-time or a part-time basis,

— the term client is also used as a generic term to apply to any manager,
administrator or organization using the services of management consultants
in private businesses, public enterprises, government agencies or el sewhere.
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Thetwo termsrelate to consultants and clientsin general, regardless of their
sex or sectoral, ethnic, country or other characteristics. In referring to these
groupsin thetext, it has sometimes been necessary to use the masculine gender
for the sake of style, or in quoting other sources; it is however fully appreciated
that in practice there are more and more women among business people,
managers and consultants.

Unless specified otherwise, the term consulting firm applies to any type of
organizational unit whose function isto provide consulting services. Thisterm
is sometimes used interchangeably with the terms consulting unit or consulting
organization. The term consulting processis used as ageneric term to describe
the range of activities and the consultant—client interaction in solving the
client's problems. A particular job done by a consultant for a particular client
isnormally called a consulting assignment (project, case, engagement).

The authors are aware of the ongoing debates concerning the changing
scope and focus of consulting, theincreasingly blurred borders and progressing
integration between management, business and information technology
consulting, the “intrusions’ of other professions in management consulting
(and vice versa) and other developments. These trends are reviewed. However,
we have maintained our preference for caling the object of our writing
“management consulting” rather than turning to anew, not yet widely accepted
and perhaps only temporary denomination.

Plan of the book

The guide is divided into 38 chapters, grouped in 5 parts, followed by
7 appendices.

Part | (Chapters 1-6) presents an overall view of the consulting method and
profession. Emphasisis placed on the consultant—client relationship, ontherole
and intervention methods of management consultants in the process of change,
and on the principles of professional ethics.

Part 1l (Chapters 7-11) is a systematic review of the consulting process,
divided into five major phases. entry, diagnosis, action planning, imple-
mentation and termination.

Part |11 (Chapters 12—26) provides an introduction to consulting in various
areas of management and in some specific sectors. The areas covered are
general management and corporate strategy, information technology, finance,
marketing, e-business, operations, human resources, knowledge management,
productivity and performance improvement, quality management, company
transformation and renewal, and the socia role and responsibility of business.
The sectors covered include small businesses, informal sector enterprises and
the public sector.

Part IV (Chapters 27-35) deals with the management of consulting
processes and firms. The main aspects examined are the nature of management
inthe professions and in consulting, the strategy of consulting firms, marketing
of consulting services, costs and fees, assignment management, quality
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management and assurance, operational and financial control, knowledge
management in consulting, and structuring of consulting firms.

Part V (Chapters 36—38) focuses on careers and remuneration in consulting,
the training and development of consultants, and future perspectives of the
consulting profession.

The appendices provide selected information supplementing the main text,
aswell as material and guidelinesfor a deeper study of consulting methods and
processes discussed in various parts of the book:

« Appendix 1 is a concise guide addressed to clients and summarizing the
main principles of choosing and using consultants.

« Appendix 2 lists international and national organizations in the consulting
profession.

o Appendix 3 is a guide to information and learning sources that are

particularly useful to consultants, including a number of Internet-based
sources.

« Appendix 4 discusses the key points of consulting contracts, including
critical legal aspects.

« Appendix 5isaprimer on current trends and issuesin intellectual property.

o Appendix 6 suggests how the case method can be used in consultants
training and learning.

o Appendix 7 summarizes the main principles of report-writing.
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NATURE AND PURPOSE OF 1
MANAGEMENT CONSULTING

1.1 What is consulting?

There are many definitions of consulting, and of its application to problems and
challenges faced by management, i.e. of management consulting. Setting aside
stylistic and semantic differences, two basic approaches to consulting emerge.

The first approach takes a broad functional view of consulting. Fritz Steele
defines consulting in thisway: “... any form of providing help on the content,
process, or structure of a task or series of tasks, where the consultant is not
actualy responsiblefor doing thetask itself but ishelping thosewho are.” 1 Peter
Block suggests that “You are consulting any time you are trying to change or
improve asituation but have no direct control over the implementation... Most
people in staff roles in organizations are really consultants even if they don’t
officially call themselves consultants.”2 These and similar definitions
emphasize that consultants are helpers, or enablers, and assume that such help
can be provided by peoplein various positions. Thus, amanager can also act as
aconsultant if he or she gives advice and help to a fellow manager, or even to
subordinates rather than directing and issuing orders to them.

The second approach views consulting as a special professional service and
emphasizes a number of characteristics that such a service must possess.
According to Larry Greiner and Robert Metzger, “ management consulting isan
advisory service contracted for and provided to organizationsby specially trained
and qualified persons who assist, in an objective and independent manner, the
client organization to identify management problems, analyze such problems,
recommend sol utions to these problems, and hel p, when requested, in theimple-
mentation of solutions’.2 Similar more or less detailed definitions are used by
other authors and by professional associations and institutes of management
consultants. According to the International Council of Management Consulting
Ingtitutes (ICMCI), for example, “management consulting is the provision of
independent advice and assistance about the process of management to clients
with management responsibilities’ .4
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We regard the two approaches as complementary rather than conflicting.
Management consulting can be viewed either as a professional service, or
as a method of providing practical advice and help. There is no doubt that
management consulting has developed into a specific sector of professiona
activity and should be treated as such. At the same time, it is also a method of
assisting organizations and executives to improve management and business
practices, as well as individual and organizational performance. The method
can be, and is, applied not only by full-time consultants, but also by many
other technically competent persons whose main occupation may be teaching,
training, research, systems development, project development and eval uation,
technical assistance to developing countries, and so on. To be effective, these
people need to master consulting tools and skills, and to observe the
fundamental behavioural rules of professional consulting.

In our book, we have chosen to address the needs of both these target
populations. Although it has been written primarily about and for professional
management consultants, the needs of other people who intervene in a con-
sulting capacity, even though they are not full-time consultants, are borne
in mind.

We start by reviewing the basic characteristics of management consulting.
The key question is; what principles and approaches allow consulting to be a
professional service that provides added value to clients?

Adding value by transferring knowledge

Whether practised as a full-time occupation or an ad hoc service, management
consulting can be described as transferring to clients knowledge required for
managing and operating businesses and other organizations. To provide added
value to clients, this knowledge must help the clients to be more effective in
running and developing their business, public administration agency or other
non-profit organization.

Thus the quintessential nature of consulting is to create, transfer, share and
apply management and business knowledge. “What is unique to management
isthat from the very beginning the consultant played akey rolein the develop-
ment of the practice, the knowledge and the profession of management”, wrote
Peter Drucker.5 The term knowledge, as used here and in most of the literature
on knowledge management, encompasses experience, expertise, skills, know-
how and competencies in addition to theoretical knowledge. Thus, knowledge
transfer is concerned not only with the knowledge and understanding of facts
and redlities, but also with approaches, methods and capabilities required
for the effective application of knowledge in particular economic, business,
institutional, cultural, administrative or organizationa environments.

Management consultants can assume their roles in knowledge transfer
because they have accumulated, through study and practical experience, con-
siderable knowledge of effective ways of acting in various management
situations. They have learned how to discern genera trends and understand

4



Nature and purpose of management consulting

changes in the environment, identify common causes of problems with a good
chance of finding appropriate solutions, and see and seize new opportunities.

Clearly, management consultants cannot acquire such capabilities by
theoretical study only, although this continues to be an essential source of new
knowledge during their whole career. They learn from the experience of their
colleagues and from the consulting firm's accumulated know-how. However,
experience and know-how concerning management and business practices
come mainly from working with clients. “Every consultant knows that his
clients are his teachers and that he lives off their knowledge. The consultant
does not know more. But he has seen more.”¢ Thus, knowledge transfer is a
two-way process. in enhancing their clients knowledge and capacity to act
effectively, the consultants learn from them and enhance their own knowledge
and capacity to advise their clients, current and future, more effectively, in new
situations and on new issues.

Thefields of knowledge embraced by management consulting relate to two
critical dimensions of client organizations:

« Thetechnical dimension, which concerns the nature of the management or
business processes and problems faced by the client and the way in which
these problems can be analysed and resolved.

« The human dimension, i.e. interpersonal relationshipsin the client organiz-
ation, people’s feelings about the problem at hand and their interest in
improving the current situation, and the interpersonal relationship between
the consultant and the client.

For methodological reasons, our guide will often deal separately with these
two dimensions. In real life they are not separated: technical and human issues
of management and business are always interwoven. In consulting, it is
essential to be aware of these two sides of problemsin organizations, but mere
awarenessis not enough. Ideally, the consultant should choose approaches and
methods that uncover and help understand both the technical and the human
issues involved, and that help the client to act on both of them. In practice,
however, many consultants tend to be concerned more with one or the other
dimension of client organizations.

It is even possible to discern two types of consulting. The first type is
predominantly technical. Its protagonists are technicians competent in
providing advice on business processes, strategies, structures, systems, tech-
nology, resource alocation and utilization, and similar tangible, quantifiable
and measurable issues in areas such as production, finance and accounting.
The consultants knowledge backgrounds may be in technology, industrial
engineering, computer science, statistics, mathematics, operations research,
business economics, accounting, or other areas. Such consultants tend to treat
the client’s problems as mainly technical and systems problems, e.g. the client
needs a better cost control system, better information on customers' require-
ments and complaints, a stable network of reliable subcontractors, a strategy
for the next five years, or a feasibility study for a merger.
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Box 1.1 On giving and receiving advice

“Every man, however wise, needs the advice of some sagacious friend in the
affairs of life.”

Plautus
“To accept good advice is but to increase one’s own ability.” Goethe
“Many receive advice: few profit by it.” Publius Syrus

“To profit from good advice requires more wisdom than to give it.” John Collins

“Men give away nothing so liberally as their advice.” La Rochefoucauld
“Never give advice in a crowd.” Arabian proverb
“We give advice by the bucket, but take it by the grain.” William Alger

“Do not have the conceit to offer your advice to people who are far greater than
you in every respect.”
Rabindranath Tagore

“Harsh counsels have no effect; they are like hammers which are always
repulsed by the anvil.”

Helvetius
“Good counsellors lack no clients.” Shakespeare
“Advice is like mushrooms. The wrong kind can prove fatal.” Unknown

“The greatest trust between man and man is the trust of giving counsel.”
Francis Bacon

“Free advice is often overpriced.” Unknown

Selected by James H. Kennedy.

The second type focuses on the human side of organizations. Its roots are
in behavioural sciences and its doctrine is that, whatever the client thinks and
tells the consultant, there is always a human problem behind any
organizational problem, whether technical or financial. If human problems can
be understood and resolved in ways that motivate, energize and empower
people, and that make individuals and teams more effective in using their
knowledge and experience, all other problems will be resolved, or at |east their
solution will be greatly facilitated.
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Organization development (OD) and human resource development (HRD)
consultants are typical representatives of this second type. Their share in the
whole consulting industry has been relatively small, but their influence has been
out of proportion to their numbers. As distinct from the previous group, the
behavioural scientists have been active not only in consulting but also in writing
extensively about their approaches and experiences. Most of the writing on
consulting concepts and methodol ogies comes from this group.

Advice and assistance

Consulting is essentially an advisory service. This means that, in principle,
consultants are not used to run organizations or to take decisions on behalf of
the managers. They have no direct authority to decide on or implement changes.
Their responsibility is for the quality and integrity of their advice; the clients
carry al the responsihilities that accrue from taking it.

Of course, in the practice of consulting there are many variations and
degrees of “advice’. Not only to give theright advice, but to giveit in theright
way, to the right people and at the right time — these are the critical skills and
art of a consultant. Above all, the consultant’s art consists in “getting things
done when you are not in charge”.” The client in turn needs to become skilful
in taking and using the consultant’s advice and avoiding misunderstanding on
who isresponsible for what.

In explaining the nature of consulting we also use the term “help” or
“assistance”. To be useful to the client and help the client to achieve results, the
consultant often needs to do more than give “pure” advice, i.e. suggestions and
recommendations that the client may choose to accept and apply, or ignore. In
current consulting practice thereisageneral tendency to extend advice over the
whole change cycle, i.e. the client uses the consultant’s services for aslong as
necessary whileimplementing what the consultant has advised. Furthermore, in
addition to advising clients, many consultants do other things that are closely
related and complementary to their advisory roles, such astraining, encouraging
and morally supporting the client, negotiating on behalf of the client, or
performing certain activities in the client organization together with its staff.

Theterm “assistance” can also cover servicesthat are not consulting per se,
or at best are on the borderline between consulting and other professional and
business services. Outsourcing provides a good example. Currently many
firms in management and information technology (I1T) consulting also provide
services, such as information processing, bookkeeping, record-keeping,
marketing, selling, distribution, advertising, recruitment, research, and design
on along-term contract basis.

The consultant’s independence

Independence is a salient feature of consulting. A consultant must be in a
position to make an unbiased assessment of any situation, tell the truth, and
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recommend frankly and objectively what the client organization needs to do
without having any second thoughts on how this might affect the consultant’s
own interests. This detachment of the consultant has many facets and can be a
tricky matter in certain cases.

Technical independence means that the consultant is in a position to
formulate a technical opinion and provide advice independently of what the
client believes, or wishes to hear.

Financial independence means that the consultant has no financial interest
in the course of action taken by the client, e.g. in adecision to invest in another
company or to purchase a particular computer system. The desire to get more
business from the client in the future must not affect the objectivity of the advice
provided in the current assignment.

Administrative independence implies that the consultant is not the client’s
subordinate and cannot be affected by hisor her administrative decisions. While
this does not present a problem to autonomous consulting organizations, it may
be a rather complex, athough not insurmountable, problem in interna
consulting (see section 2.6).

Poalitical independence means that neither the client organization’s
management nor its employees can influence the consultant using political
power and connections, political party membership, club membership and
similar influences.

Emotional independence means that the consultant preserves persona
detachment and objectivity, irrespective of empathy, friendship, mutua trust,
emotional affinities and other personal pressuresthat may exist at the beginning
or develop in the course of an assignment.

It could be argued that absolute independence is a fiction and that no
professional adviser can claim to be totally independent from his or her
client, and from various interests and objectives pursued by the consulting
firm. After all, consultants do depend on clients to get recruited, correctly
paid for their work, used again for other work and recommended to other
clients. Getting a great amount of work from one client tends to create
dependence on this client. Income from non-consulting services is very
important to some consultants but may weaken independence. Conversely,
clients have no legal obligation to use consultants and can choose them
freely. They sometimes attach less importance to individual consultants
independence than to their technical competence and personal integrity.
These are valid points and consultants cannot ignore them. Yet the beauty and
strength of free professionsisin independence. Sacrificing independence and
objectivity for short-term benefits may be tempting but risky and self-
defeating from a longer-term perspective (see also section 6.2).

Consulting as a temporary service

Consulting is a temporary service. Clients turn to consultants for help to be
provided over a limited period of time, in areas where they lack technical
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expertise, or where additional professional support is temporarily required.
This may even be in areas where the requisite skills are available in the
organization, but managers or staff specialists cannot be released for a major
problem or project. Consultants can not only provide the expertise required,
and give undivided, 100 per cent attention to the problem at hand, but will
leave the organization once the job is completed. Even if the relationship
is excellent and extends over along period, the client always retains the right
to discontinue it.

Consulting as a business

A practitioner who does management consulting for aliving hasto charge afee
for all the work done for clients. Consulting firms are sellers of professional
services and clients are buyers. In addition to being professiona service
organi zations, consulting firms are also businesses.

A consulting assignment must therefore be not only a technically justified
activity, but also afinancially feasible and profitable commercial undertaking
according to both the client’s and the consultant’s criteria. From the client’s
point of view, the benefits obtained should exceed the costsincurred, including
the fee paid to the consultant and other costs to the client such as staff time or
the purchase of new computer programs. From the consultant’s point of view,
consulting must be a profitable activity as measured by normally applied
criteria. Thiswill be examined in detail in Part V.

In certain cases, the fee paid by the client will not cover the full cost of the
consulting servicereceived. Aswe shall seelater, consulting may be subsidized
asaresult of government economic policy or for another reason, which may be
economic, commercial, political or social. For instance, an institution may
provide consulting in conjunction with training and subsidize it from the income
earned from training; a not-for-profit social organization may provide consult-
ing and counselling as a fully or partially subsidized service to potential
entrepreneurs in underprivileged socia groups or neglected regions.

What should not be required from consulting

There is an abundance of case histories of successful assignments carried out
by some of the world's best management consultancies in order to rescue
companies facing bankruptcy, or to give new life to ageing firms. They have
created a reputation that suggests that some consulting firms can resolve
virtually any management difficulty. This is exaggerated. There are situations
where nobody can help. And evenif help ispossible, it would be unrealistic and
unfair to expect consultants to work miracles.

Also, the consultant should never be expected to take a problem away from
the client, on to his or her own shoulders. A consultant’s presence and inter-
vention may provide considerable relief to atroubled client, but they will not
liberate the client from inherent managerial responsibility for decisions and
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their consequences. If — as sometimes occurs — a consultant agrees to run a
client’s business and make decisions on his or her behalf, he or she stops being
aconsultant for that activity and period of time.

Asmentioned earlier, consulting does not have to be afull-time occupation.
If other professional criteriaare met, it is not important whether the consultant
isprimarily (and for most of the time) a business school professor, aresearcher,
aretired executive or any other sort of worker. Also, if quality and independ-
ence are assured, consulting does not have to be an external service.

Our definition

Following this short discussion of the basic characteristics of management
consulting, we offer the following definition:

Management consulting is an independent professional advisory service assisting
managers and organizations to achieve organizational purposes and objectives by
solving management and business problems, identifying and seizing new
opportunities, enhancing learning and implementing changes.

We have chosen a definition that omits certain characteristics that are not
common to all consulting, such as “externa” service, or service by “specialy
trained” persons. Conversely, our definition includes the fundamental, or
generic, purposes of consulting that are discussed in the next section.

1.2 Why are consultants used?

Five generic purposes
A manager may turn to aconsultant if he or she perceives aneed for help from
an independent professional and feel sthat the consultant will be the right source
of thishelp. But what sort of help are we talking about? What can be the purpose
of using a consultant?

Consulting purposes can be looked at from several angles and described in
various ways. Let us look first at five broad, or generic, purposes pursued by
clients in using consultants, irrespective of the field of intervention and the
specific intervention method used (figure 1.1):

— achieving organizational purposes and objectives;
— solving management and business problems;

— identifying and seizing new opportunities;

— enhancing learning;

— implementing changes.
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Figure 1.1  Generic consulting purposes

Achieving
organizational
purposes and objectives

Solving Identifying Enhancing | \lmplementing
/managemernt and learning changes
ana seizing
busimess new
problems opportunities

Achieving organizational purposes and objectives

All consulting to management and business tends to pursue a general and
overriding purpose of helping clients to achieve their business, socia or other
goas. These gods may be defined in various ways. sectoral leadership,
competitive advantage, customer satisfaction, achieving total quality or pro-
ductivity, corporate excellence, high performance, profitability, improved
business results, effectiveness, growth, etc. Different concepts and terms reflect
the thinking and the priorities of both clients and consultants, the current state of
the art of management and consulting, and even fashion. Different purposeswill
be stressed in commercia enterprises, public services and socia organizations.
The time horizon of aconsultancy will differ from caseto case. Yet the common
denominator remains the same: consulting has to add value to the client
organization, and this value should be a tangible and measurable contribution to
achieving the client’s principal purposes.
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This global purpose of management consulting provides a rationale and a
sense of direction for al consulting work. What would be the sense of
organizational learning or costly and risky restructuring if the client organization
could not get closer toits principal goals? What would be the use of successfully
solving afew seemingly pressing management problemsif “like the mythol ogical
hydra that grows two heads for every one cut off, the solutions we develop are
often rapidly overwhelmed by a plethora of new problems’ %

The purpose of achieving the client organization’s goals assumes that the
client has defined such goals. In some organizations this is not the case, and
management operates without any perspective, goal or sense of mission. The
consultant’s main contribution may well be in helping the client to develop a
vision of the future, set ambitious but realistic goals, develop a strategy, focus
on results, and start viewing current problems and opportunitiesin the light of
longer-term and more fundamental organizational goals.

Consultants must appreciate that client organizations may be pursuing
different sorts of goals. At times, the objective of aconsultancy may beto advise
the client on how to maintain the status quo or even how to get out of business.

Solving management and business problems

Hel ping managers and other decision-makerswith problem-solving is probably
the most frequently mentioned purpose of consulting. The consultant’s task is
described as professional assistance in identifying, diagnosing and solving
prablems concerning various areas and aspects of management and business.

Within a business firm, a “problem” justifying the use of a consultant can
result from any of the following (and readers can undoubtedly think of many
other causes):

complaining clients high staff turnover

poor business results unrealistic self-image
unexpected loss lack of cash

natural disaster idle resources

loss of important market pressure of competition
lack of perspective failure to meet targets
obsol ete control system lack of self-confidence
wrong investment choice excess of self-confidence
missed opportunity slowness of action
reluctance to change internal conflicts

The reader should be aware of the different uses of the term “problem” and
of their practical implications. If “ problem” isused to mean only mistake, failure,
shortcoming or missed opportunity, the client’s and the consultant’s perspective
will tend to be essentially backward-looking and narrow, and the focus will be
on corrective action (with implied criticism and determination of responsibilities).

Theterm “problem” can also be used as a more general concept to describe
a situation where there is a difference or discrepancy between what is actualy
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happening or will be happening and what should be happening. In this
definition, aproblem is described in relative terms, i.e. as a difference between
two situations. In addition, someone has to be concerned about this difference
and aim to overcome or reduce it. The problem must “belong” to someone —
there must be a* problem owner”.

Frequently the current situation of the client organization is compared with a
situation that existed in the past. If there has been a deterioration such asfalling
salesor profits, the problem is defined as aneed to restore the original condition.
Thisexplainswhy consultantsare sometimes called “troubleshooters’, “ company
doctors’ or “business healers”’.

Alternatively, the current situation may be compared with some standard
(benchmark). The problem is then defined as the need to meet or surpass the
standard, e.g. a competitor’s product quality, range of models offered or after-
sales service.

In this sense, even a successful and forward-looking company that has been
pursuing and achieving ambitious business objectives may have “problems’ —
adesireto further enhanceits competitive advantage, to become a sector leader,
not to miss a new marketing opportunity, to identify a new business partner, to
explore an emerging technology, and so on.

In this guide, the term “problem” will be used in this second way — as a
generic term describing a client’s dissatisfaction with the difference between
any comparable (but mainly between existing and desirable) situations in the
organization. Thus, some of the problems will be related to past errors and
shortcomings that need to be redressed; many otherswill concern perspectives,
opportunities and strategies for improving the businessin the future.

A correct definition of the problem to be resolved, and the purpose to be
achieved by the consultancy, is critical. Experienced consultants warn against
accepting the client’s perception of the problem at face value. If the problem has
been wrongly defined or misjudged, the consultant will be caught in atrap. He
or she will then work on the wrong problem, or the problem and potential
benefits from its solution may not justify the consultant’s intervention and the
costs incurred. To avoid this, most consultants insist on making their own
independent assessment of the problem presented to them by the client, and on
developing an agreed definition in discussion and collaboration with the client.

The purpose of the consultant’s intervention provides a perspective for deal-
ing with particular problems (see box 1.2). It could be argued that “the purposeis
to solvetheclient’s problem”, but this provideslittleinsight. It has been observed
that “effective leaders and problem solvers always placed every problem into a
larger context” .2 Thisimplies getting answers to a number of questions about the
purposes of the client organization and its key congtituents, the focus and the sig-
nificance of the proposed assignment, and the immediate and ultimate benefitsto
be obtained by the client if the current problem is resolved. In thisway, it will be
possibleto select the“focus purpose”, 10 avoiding purposes that are too narrow, as
well as those that are too wide and distant to be tackled by the client at present.
However, these wider and longer-term purposes ought to be kept in mind in order
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Box 1.2 Define the purpose, not the problem

The way consultants define a problem is critical to the quality of the solution. If
they define the problem in terms of its origin or cause, they will tend to focus on
who or what is to blame. This is likely to be a fruitless exercise, and can actually
get in the way of finding the best solution. It can also discourage staff from taking
initiative, in order to avoid being blamed in the future. Rather, management
consultants can achieve breakthroughs for their clients by focusing on a series of
incrementally larger purposes to be achieved.

Narrow consulting approaches - focusing on the problem, starting with data
collection, copying others, taking the first solution that can be made to work,
failing to involve others — create problems of their own. These approaches lead to
excess costs and time, early obsolescence of solutions, wasted resources and
repetition of work in the consulting process.

Breakthrough thinking provides a more effective approach. It is not a step-
by-step process but involves seven ways of thinking about problems and their
solutions, based on the following principles:

(1) The uniqueness principle: Whatever the apparent similarities, each problem
is unique and requires an approach based on the particular context.

(2) The purposes principle: Focusing on expanding purposes helps strip away
non-essential aspects and avoid working on the wrong problem.

(3) The solution-after-next principle: Innovation can be stimulated and solutions
made more effective by working backwards from an ideal target solution.
Having a target solution in the future gives direction to short-term solutions and
infuses them with larger purposes.

(4) The systems principle: Every problem is part of a larger system of problems,
and solving one problem inevitably leads to another. Having a clear framework
of the elements and dimensions that comprise a solution ensures its
workability and facilitates implementation.

(5) The limited information collection principle: Excessive data gathering may
create expertise in the problem area, but knowing too much detail may prevent
the discovery of some excellent alternative solutions. Always determine the
expanded purposes of any proposed information collection before doing it.

(6) The people design principle: Those who will implement and use the solution
should be intimately and continuously involved in its development by being
involved in the first five principles. Also, in designing a solution to be
implemented by other people, include only the critical details in order to allow
some flexibility during its application.

(7) The betterment time-line principle: The only way to preserve the vitality of a
solution is to build in and then monitor a programme of continual change to
achieve larger purposes and move towards target solutions.

Author: E. Michael Shays. A detailed discussion can be found in D. Nadler and S. Hibino: Breakthrough
thinking: The seven principles of creative problem solving (Rocklin, CA, Prima Publishing, 1994).
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to place the client’s problem in a proper time perspective and seek solutions that
will not block the path to the future.

Consulting that is confined to corrective measures, aimed at restoring a past
Situation or attaining a standard aready met by other organizations, may
produce significant and urgently needed benefits. A crisis may be avoided,
negative devel opments may be arrested and the client’s business may survive.
Yet merely ensuring a return to a previously existing situation or catching up
with competition givesthe client no competitive advantage, and little additional
competence or strength for coping with new situations and achieving superior
performance in the future.

Identifying and seizing new opportunities

Most consultants feel that they can offer much more than simply helping
organizations to get out of difficulties. This has been recognized by many
business corporations and other organi zationsthat are well managed, successful
and ambitious. While they may at times call on a consultant to track back
deviationsthat have taken place, and find and correct the reasons for them, they
usualy prefer to use consultants for identifying and taking new opportunities.
They regard consulting firms as a source of valuable information and ideas that
can be turned into awide range of initiatives, innovations and improvementsin
any area or function of business. developing new markets and products;
ng and using state-of-the-art technol ogies; improving quality; becoming
more useful to customers; developing and motivating staff; optimizing the use
of financial resources; finding new business contacts (and contracts), and so on.

Experience shows that even strong and important corporations have
developed many ideas for action and have seized major business opportunities
with the help of consultants. Consulting in e-commerce and e-businessisacase
in point: its purpose has not usually been to solve existing problems, but to help
clients to see and take mgor new opportunities that can be exploited by
adopting new approaches to doing business.

Enhancing learning

“The only work that isreally worth doing as a consultant is that which educates
— which teaches clients and their staff to manage better for themselves’, said
Lyndon Urwick, one of the main contributors to the development of pro-
fessional management consulting. In the modern concept of consulting this
dimension is omnipresent. Many clients turn to consultants, not only to find a
solution to one distinct problem, but also to acquire the consultant’s special
technical knowledge (e.g. in environmental analysis, business restructuring or
quality management) and the methods used in assessing organizations,
identifying problems and opportunities, developing improvements and imple-
menting changes (interviewing, diagnosis, communication, persuasion, feedback,
evaluation and similar skills).
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Consulting assignments become learning assignments. The purpose is to
empower the client by bringing new competence into the organization and
helping managers and staff to learn from their own and the consultant’s
experience. It is often stressed that in thisway organizations are hel ped to help
themselves and become learning organizations. As already mentioned, thisisa
two-way exchange, since by helping clientsto learn from experience amanage-
ment consultant enhances his or her own knowledge and competence.

Thelearning effect of consulting is probably the most important and durable
one. The choice of the consulting methods and the degree of the client’sinvolve-
ment can increase or reduce this effect. We shall, therefore, pay considerable
attention to these questionsin our guide.

Implementing changes

“Change agent” is another label frequently given to consultants. They are proud
to be referred to in thisway since thisis areflection of another general purpose
of consulting: helping client organi zationsto understand change, livewith change
and make changes needed to survive and be successful in an environment where
continuous changeistheonly constant. Theimportance of this consulting purpose
has considerably increased in the current period owing to the complexity and pace
of environmental changes, the need to keep informed about changes that may
affect the organization and to think constantly of possibleimplications, the speed
with which organizations have to adapt, and the increased demands on people's
flexibility and ability to cope with change.

1.3 How are consultants used? Ten principal ways

In pursuing the generic purposes outlined in the previous section, consultants can
intervenein many different ways. Both clients and consultants can choose among
so many alternativesthat trying to give an exhaustive and compl ete pi cture of these
aternatives would be an impossible task. However, most of the consulting
assi stance to management will be given in one or more of the following ten ways:
« providing information;

« providing specialist resources,

« establishing business contacts and linkages,

« providing expert opinion;

« doing diagnostic work;

« developing action proposals;

« developing systems and methods,

« planning and managing organizational changes;

« training and devel oping management and staff;

« counselling and coaching.
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Providing information

Better, more complete and more relevant information is often the main or
only thing that a client needs to make the right decision. It may be inform-
ation on markets, customers, sector trends, raw materials, suppliers,
competitors, potential partners, sources of engineering expertise, government
policies and regulations, or other. The consulting firm may have thisinform-
ation initsfiles, or know where and how to find it. Information gathering and
analysis may be the only or the main objective of an assignment. Finally, any
consulting assignment will have an information dimension and function.
There is no consulting that does not involve working with and providing
information.

In providing information, a delicate question of confidentiality may be
faced. Consultants have to distinguish between information that can be
provided to a client because it is publicly available or has been gathered and
developed specifically for that client, and information developed for previous
clients or obtained from private sources, which may need to be treated as
confidential.

Providing specialist resources

A consultant can be used to supplement the client organization’s staff. Usually
such consultants will be specialistsin areaswherethe client islooking for short-
term expertise, or wants to avoid recruiting a new employee. Some clients,
mainly in the public sector, use consultants in this way to bypass restrictive
regulations preventing them from recruiting new staff and/or to avoid keeping
expensive specialists on the payroll. Other clients may have been forced to cut
down their technical departments and find it convenient to recruit short-term
specialists from consulting firms.

A special case is “interim management”. Recently this way of using con-
sultants has become more widespread and some client firmsmay “ borrow” staff
members of consulting firms to occupy a position in their management
hierarchy on atemporary basis.

Establishing business contacts and linkages

Many clients turn to consultants in their search for new business contacts,
agents, representatives, suppliers, subcontractors, joint-venture and merger
partners, companies for acquisition, business and professiona networks,
sources of funding, additional investors and so forth. The consultant’stask may
involve identifying one or more suitable candidates (people or organizations),
presenting their names to the client, assessing their suitability, recommending
a choice, defining and negotiating conditions of an alliance or business deadl,
and acting as intermediary in implementation. Often these contacts will be in
sectors or countries not sufficiently known to the client.
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Providing expert opinion

Various activitiesfall under this heading. The consultant may be approached to
provide expert opinion in cases where the client can choose among severa
alternatives and seeks impartial and independent third-party advice before
taking the decision. Consultants may be invited to act as an expert witness
(testifying expert) in lawsuits or arbitrations calling for specialized knowledge.

Conversely, expert opinion can be provided in atotally informal way. This
is the case when decision-makers use consultants as a sounding-board without
asking for aformal report. It should be stressed that any consultancy involving
assessment and choice will engage the consultant’s expert opinion, in particul ar
if management decisions risk being affected by shortage of information,
company myopia, lack of expertise, emotions or vested interests.

Doing diagnostic work

Diagnostic skills and instruments are among the consultant’s principal assets.
Clients use consultants for a wide range of diagnostic tasks concerning the
organization’s strengths and weaknesses, positive and negative trends, potential
for improvement, barriers to change, competitive position, underutilized
resources, technical or human problems requiring management’s attention and
so on. Diagnostic work may concern the entire business or a part — a depart-
ment, sector, function, process, product line, information system, organizationa
structure or other.

Developing action proposals

Effectively completed diagnostic work may be followed by the development of
specific action proposalsin an area that was diagnosed. The consultant may be
asked to do the whole job, share the task with the client or act as an adviser to
aclient who has chosen to develop new proposalswith hisor her own resources.
Action proposals may involve one or more aternatives. Also, the consultant
may be asked to present aternatives with or without recommendations on the
course of action to be taken by the client.

Developing systems and methods

A major portion of al consulting services concerns systems and methods in
areas such as management information, business planning, operations
scheduling and control, business process integration and management,
inventory control, client order processing, sales, personnel records,
compensation, and social benefits. Traditionally, many consulting firms have
developed one or more of these areas as special lines of expertise. The systems
may be custom-made or standard. The consultant may take full responsibility
for choosing the most appropriate system, establishing its feasibility, adapting
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it to the client’s conditions and putting it into effect in collaboration with the
client’s staff. Alternatively, clients may play a more active role in developing
and adapting the system with the consultant’s support. Many organizations
prefer to retain the consultant until the system has been “debugged”, becomes
operational and achieves the promised performance.

In today’s consulting, most of the systems provided are computerized, and
their development, design and application require a combination of manage-
ment and information technology consulting. A great amount of new systems
development and installation is in the fields of e-commerce and e-business
(see Chapter 16).

Planning and managing organizational changes

A fairly common case is that of a client who possesses the technical and
managerial expertise to run the organization, but has difficulties and feels
insecure when organizational changes are anticipated and cannot be avoided.
Often these changes will put a lot of strain on people, since deeply rooted
relationships, work habits and individual or group interests will be affected. In
such situations, the specia expertise sought from a consultant would be in
change management — in identifying the need for change, developing a change
strategy and plan, choosing and applying the right approaches to encourage
change and overcome barriers to change, monitoring the change process,
evaluating the progress made and results obtained, and adjusting the approach
taken by management at all stages of the change cycle.

Box 1.3 Should consultants justify management decisions?

From time to time consultants may be approached with a request to undertake
assignments and submit reports so that a manager can justify a decision by
referring to an external consultant’s recommendations. In other words, a manager
may have determined his or her aims and have reached a personal decision, but
wants to be able to say that he or she is putting into effect suggestions made or
endorsed by an independent and respected professional adviser.

This can turn out to be another straightforward and correct case of providing
expert opinion. It can also be a trap. A consultant who accepts such an assign-
ment may be pulled into the hidden and intricate world of in-company politics. His
or her report will have a political role in addition to the technical message it carries.
This role may be constructive and useful if a manager is facing strong resistance
to changes that are inevitable, and needs to refer to the consultant’s authority. It
can also happen that a consultant produces a report that will be misused for
promoting vested individual or group interests. Independent and impartial assess-
ment of every situation will help the consultant to avoid being used as a
scapegoat.
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The consultant may provide expertise and advice both on specific methods
and techniques that are being changed, and on how to deal with interpersonal
relations, conflicts, motivation, team building, and other issues in the
organizational and human behaviour field. The weight given to behavioura
skills will be greater in assignments where change will put alot of strain on
people, resistance to change can be expected and management feelsthat itsown
change management skills are inadequate. In addition to behavioural skills,
which are sometimesreferred to as “ soft” skills, the consultant may also provide
help in the “hard” skills area: effective scheduling of change; sequencing;
coordination; redefining structures; responsibilities and rel ationships; reallocat-
ing resources; adjusting recording and control systems; preventing gaps and
disorder caused by poor monitoring of change operations; ensuring smooth
transition from old to new work arrangements, costing the project and
measuring the results, etc.

Training and developing management and staff

While learning is a general purpose inherent in al consulting, training and
development of managers or staff may be a distinct client service provided
separately or in conjunction with and in support of other services.

Theclient and his or her staff will need to betrained in the new methods and
techniques provided by the consultant, so that they become autonomous in
using and improving them. There are many ways in which diagnosis, advice,
systems development and training can be combined in consulting practice.

Training can be an aternative to the interventions and ways of using con-
sultants described above. Rather than asking a consultant to work on a specific
diagnostic, problem-solving or change management assignment, the client may
prefer the consultant to prepare and conduct a course or a workshop for
managers and/or staff on the subject. For example, instead of requesting the
consultant to identify specific productivity improvement measures and present
a productivity improvement programme, he or she may be asked to organize a
set of workshops on productivity diagnosis and improvement.

Counselling and coaching

Management consultants can render an excellent service to managers and
entrepreneurs who need strictly personal feedback and relaxed friendly advice
on their leadership style, behaviour, work habits, relations with colleagues,
weaknesses that could be damaging to the business (such as the reluctance to
make decisions or the failure to seek the advice of collaborators) and personal
gualitiesthat need to be well utilized. Personal counselling is necessarily aone-
to-one relationship based on trust and respect. It can beinformal and should be
fully confidential. Coaching, or executive coaching, pursues similar purposes
(see section 3.7). Despite its obvious potential, few consultants offer such a
serviceto clients and few clients ask for it.
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1.4 The consulting process

An overview

During atypical consulting intervention, the consultant and the client undertake
aset of activitiesrequired for achieving the desired purposes and changes. These
activitiesare normally known as*the consulting process’. Thisprocesshasaclear
beginning (therelationshipis established and work starts) and end (the consultant
departs). Between these two points the process can be subdivided into several
phases, which helps both the consultant and the client to be systematic and
methodical, proceeding from phase to phase, and from operation to operation.
Many different ways of subdividing the consulting process, or cycle, into
major phases can be found in the literature. Various authors suggest models
ranging from three to ten phases.t We have chosen a simple five-phase model,
comprising entry, diagnosis, action planning, implementation and termination.
Thismodel, showninfigure 1.2, will be used consistently in our book. Obviously,

Figure 1.2  Phases of the consulting process

« First contacts with clients

« Preliminary problem diagnosis
1. Entry * Assignment planning

* Assignment proposals to client
J « Consulting contract

* Purpose analysis

« Problem analysis

2. Diagnosis « Fact finding

« Fact analysis and synthesis
l * Feedback to client

« Developing solutions
 Evaluating alternatives

« Proposals to client

¢ Planning for implementation

3. Action planning

 Assisting with implementation
4. Implementation « Adjusting proposals
« Evaluation

« Training
« Final report
5. Termination « Settling commitments

¢ Plans for follow-up
* Withdrawal
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auniversal model cannot be applied blindly to all situations, but it providesagood
framework for explaining what consultants actually do and for structuring and
planning particular assignments and projects.

When applying the model to a concrete situation it is possible to omit one
or more phases or let some phases overlap, e.g. implementation may start before
action planning is completed, or a detailed diagnosis may not be necessary or
can be integrated with the development of proposals. It may be useful to work
backwards from alater to an earlier stage. Thus evaluation can serve not only
for a final assessment of the results of the assignment and of benefits drawn
from change (termination phase) but also for deciding whether to move back
and take a different approach.

Every phase can be broken down into several subphases or parallel
activities. The whole model has to be applied flexibly and with a great deal of
imagination. The consulting process can be viewed as a variant of the change
process (Chapter 4), one in which change is planned, managed and imple-
mented with a consultant’s help. The reader may have seen various models of
planned organizational change and may be interested in comparing them with
the model in figure 1.2.

The consulting process will be examined in detail in Chapters 7-11, but at
this point it will be helpful to have short descriptions of its five basic phases.

Entry

Inthe entry phase the consultant startsworking with aclient. Thisphaseincludes
their first contacts, discussions onwhat the client would like to achieve or change
in hisor her organization and how the consultant might help, the clarification of
their respectiveroles, the preparation of an assignment plan based on preliminary
problem analysis, and the negotiation and agreement of a consulting contract.

Thisisapreparatory and planning phase. It isoften emphasized that this phase
lays the foundations for everything that will follow, since the subsequent phases
will bestrongly influenced by the quality of conceptual work done, and by thekind
of relationship that the consultant establisheswith the client at the very beginning.

In this initial phase, it can also happen that an assignment proposal is not
prepared to the client’s satisfaction and no contract is agreed, or that several
consultants are contacted and invited to present proposals but only one of them
is selected for the assignment.

Diagnosis

The second phase is an in-depth diagnosis of the problem to be solved. During
this phase the consultant and the client cooperatein identifying the sort of change
required, defining in detail the purposes to be achieved by the assignment, and
assessing the client’s performance, resources, needs and perspectives. |Is the
fundamental change problem technological, organizational, informational,
psychological or other? If it has all these dimensions, which is the crucial one?
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What attitudes to change prevail in the organization? Is the need for change
appreciated, or will it be necessary to persuade people that they will have to
change? The results of the diagnostic phase are synthesized and conclusions
drawn on how to orient work on action proposals so that the real problems are
resolved and the desired purposes achieved. Some possible solutions may start
emerging during this phase.

Fact-finding and fact diagnosis often receive the least attention. Yet
decisions on what data to look for, what data to omit, what aspects of the
problem to examinein depth and what facts to skip predetermine the relevance
and quality of the solutions that will be proposed. Also, by collecting data and
talking to people the consultant is aready influencing the client system, and
people may already start changing as aresult of the consultant’s presencein the
organization. Conversely, fact-finding has to be kept within reasonable limits,
determined by the nature and purpose of the consultancy.

Action planning

The third phase aims at finding the solution to the problem. It includes work on
oneor severd aternative solutions, the evaluation of alternatives, the elaboration
of aplan for implementing changes and the presentation of proposalsto the client
for decision. The consultant can choose from a wide range of techniques, in
particular if the client actively participatesin this phase. Action planning requires
imagination and creativity, as well as a rigorous and systematic approach in
identifying and exploring feasible alternatives, eliminating proposals that could
lead totrivial and unnecessary changes, and deciding what solutionwill be adopted.
A dignificant dimension of action planning is devel oping strategy and tactics for
implementing changes, in particular for dealing with the human problemsthat can
be anticipated, and for overcoming resistance to, and gaining support for, change.

Implementation

Implementation, the fourth phase of the consulting process, provides an acid test
for the relevance and feasibility of the proposals devel oped by the consultant in
collaboration with the client. The changes proposed start turning into redlity.
Things begin happening, either as planned or differently. Unforeseen new
problems and obstacles may arise and fal se assumptions or planning errors may
be uncovered. Resistance to change may be quite different from what was
assumed at the diagnostic and planning stages. The origina design and action
plan may need to be corrected. Asit is not possible to foresee exactly and in
detail every relationship, event or attitude, and the reality of implementation
often differs from the plan, monitoring and managing implementation are very
important. Thisisalso why professional consultants prefer to be associated with
the implementation of changes that they have helped to identify and plan.
Thisis an issue over which there has been much misunderstanding. Many
consulting assignments end when a report with action proposalsis transmitted,
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i.e. before implementation starts. Probably not more than 30 to 50 per cent of
consulting assignments include implementation. If the client isfully capable of
handling any phase of the change process alone, and iskeen to do it, thereisno
reason why he or she should continue to use a consultant. The consultant may
leave as early as after the diagnostic phase.

Unfortunately, the decision to terminate an assignment after the diagnostic
or action-planning phase often does not reflect the client’s assessment of hisor
her own capabilities and determination to implement the proposals without any
further help from the consultant. Rather it mirrors a widespread conception —
or misconception — of consulting according to which consultants do not haveto
achieve more than getting their reports and proposals accepted by the clients.
Some clients choose it because they do not really understand that even an
excellent report cannot provide a guarantee that a new scheme will actually
work and the promised results will be attained. Other clients may be happy
because what they really wanted was a report, not change.

Termination

The fifth and final phase in the consulting process includes several activities.
The consultant’s performance during the assignment, the approach taken, the
changes made and the results achieved have to be evaluated by both the client
and the consulting firm. Final reports are presented and discussed. Mutual
commitments are settled. If there is an interest in pursuing the collaborative
relationship, an agreement on follow-up and future contacts may be negotiated.
Once these activities are completed, the consulting assignment or project is
terminated by mutual agreement and the consultant withdraws from the client
organi zation.

A consulting assignment

In practice, the five stages of the consulting process are usually structured,
organized and implemented through particular and separate consulting
assignments (also called engagements, cases, consultancies, projects or client
accounts). In atypical assignment, the consultant and the client agree on the
scope of the job to be done:

— the purposes (objectives, results) to be achieved;

— the expertise to be provided by the consultant;

— the nature and sequence of tasks to be undertaken by the consultant;

— theclient’s participation in the assignment;

— theresources required;

— thetimetable;

— thepriceto be paid;

— other conditions as appropriate.
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Thisagreement isconfirmed in aconsulting contract, whichiswrittenin most
cases, but can be verbal (section 7.6). The contract will determine the phases of
the consulting processthat will be covered by the assignment, e.g. the assignment
will be completed when an analytical report has been submitted to the client.

Alternatives to separate consulting assignments

An dternative to an assignment covering a distinct task or set of tasks and
period of time is a retainer. Under a retainer contract, the client purchases in
advance a certain amount of the consultant’s time. The nature and purpose of
the work to be done are defined in general terms only and will be specified at
the beginning of each period covered by the contract. Collaboration extends
over alonger period of time, using a cost-effective format. For example, the
client may use the consultant’s services for two days during the first week of
every month to review jointly the general situation of the business, the problems
and opportunities that have developed and the key decisions that will have to
be taken. Or the agreement may define a more or less regular task for the
consultant (e.g. assisting management in preparing board meetings) without
specifying in advance the time to be spent.

There are various types of retainer arrangement, but from a technical
viewpoint two types tend to prevail:

« ageneralist retainer, under which the consultant follows global results and
trends of the client’s business, looking for opportunities for improvement in
various areas and feeding the client with new information and ideas;

« asgspecialistretainer, providing the client with apermanent flow of technical
information and suggestions in an area where the consulting firm is
particularly competent and advanced (e.g. computer systems, quality
management, international financial operations, identification of new
markets).

Another alternative used in some technical assistance programmes is a
framework contract.22 In this case the consultant is contracted for acertain kind
of services over a period of time. Within this framework agreement, specific
assignments or missions are requested by the client and agreed upon case by
case according to established rules, such as fee rates or consultant profiles,
applicable to the whole contract. The negotiation and contracting procedure is
thus simplified and accelerated.

There are various other modes of purchasing consultant services for longer
periods without defining specific assignments and repeating each time all the
phases of a consulting cycle as described above. Consultants may be permanent
members of various committees or boards, special advisers to top managers,
observers and advisers in management and board meetings, training faculty
members and examiners, informal advisers acting as sources of new ideas and
sounding-boards, or personal counsellors. Sophisticated clients tend increas-
ingly to use these flexible and often more cost-effective formulas.
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1.5 Evolving concepts and scope of
management consulting

It is important to be aware of some dilemmas in the nature and purpose of
management consulting and to understand how they are reflected in evolving
consulting concepts and practices.

Advice or results?

We have shown that consultants are advisers and remain in this position except
when they are recruited by clients to become temporary members of staff.
Advisers have no authority to make decisions about aclient’s business and their
influence has limits. The assignment may be too short and understaffed to
produce tangible results, the client may be unwilling to follow the advice given,
staff may not collaborate or their resistance and inertiamay betoo strong, or the
consultant may be unavailablefor follow-up and debugging. Even the soundest
advice alone cannot provide absolute assurance that there will be tangible,
measurable, and sustainable results.

There is therefore a growing tendency to use consultants for more than
providing advice. “Advice” tends to be defined more and more loosely and
liberally, and consultants are increasingly viewed as assistants, helpers, service
providers or even service brokers who work with clients on various issues for
as long as necessary to make sure that tangible and measurable results are
achieved. Also, consultant remuneration tends to be increasingly related to
results, rather than to time spent on providing advice. Clients would be wise
not to get bogged down in vaguely defined time-based assignments with
unclear consultant responsibilities and uncertain results. In large and expensive
projects, which are often focused on management systems and information
technology, clients need to have safeguards against escalating costs, low
reliability and failure to meet set parameters and promised performances.
Consultants may be offered roles and positions likely to increase their impact
on results or to give them more authority and responsibility for achieving
certain results in client organizations. New ways of remunerating consultants
have become widespread, including equity and stock options (see Chapters 30
and 36). In this way the consultant is clearly accepting to be dependent on the
wider and longer-term business results and prosperity of the client, sometimes
even beyond the scope of improvements that can be attributed to the con-
sultant’s intervention.

Management consulting, business consulting, or
any consulting?

Traditionally the scope of the services offered by management consultants was
confined to functions, subjects and problems regarded as part of management,
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although the scope of “management” has never been fully and accurately
defined. Management consultants were keen to stick to their business and
maintain their identity, and most of them were not particularly seeking to
broaden their services and explore new territory.

Over recent decades this attitude has changed dramatically, and in severd
directions, both in management consulting and in other professional services.
Management consultants have started to rethink and redefine their business,
widening and enhancing their service offerings, merging or establishing
alliances with other consultants and professional servicefirms, and abandoning
self-imposed restrictions on the sort of work they are prepared to undertake.

These changes have been triggered by a number of factors, including the
growing complexity and sophistication of doing businessin national and inter-
national environments, market deregul ation and liberalization, new opportunities
for innovative consulting, growing demand for integrated and “one-stop”
professional services, competitive pressure coming from other professions and,
above all, the advancement of information technologies and their rapid pene-
tration into management and business processes. In using consulting and other
professional servicestheclientsare asking “what will add valueto my business’,
and the service providers must inevitably adopt the same perspective.

In this new environment, some consultants have felt the need to stress that
their field of activity isnolonger management consulting (narrowly and rigidly
defined), but business consulting (a wider concept and service portfolio) or
consulting to management, consulting to business or organizational consulting
(more open concepts permitting the service portfolio to be easily adjusted as
opportunities and demands change).

Consulting coupled with other business?

The information technology giant IBM is often mentioned as a pioneer of anew
approach, where management and business consulting is provided by a manu-
facturer, a software house, an investment bank or another business entity.
Traditionally aleading supplier of office and computer hardware, IBM decided
intheearly 1990sto positionitself asaprovider of systemsand servicesto clients.
This included management consulting alongside IT services. IBM thus became
thefirst large manufacturer and I T service provider with important management
consulting services. In 2000, IBM had 50,000 consultants on its payroll and was
one of the largest consulting firms in the world. Many other firms in
manufacturing, utilities, finance or professional services have adopted asimilar
strategy and haveincluded integrated management and busi ness consulting (often
called management services) in their offer to clients, with considerable success.

The reasons for this success are similar to those mentioned above. Clients
that choose these service providers are seeking acomplete, integrated and first-
hand service in combination with know-how about the latest technology and the
sector in general. They may beless concerned about independence and potential
conflict of interest, e.g. if a consultant quite naturally suggests software or
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hardware made by hisor her employer, or if aconsultant coming from the same
industry sector isin some way related to the client’s competitors in the sector.

Commoditization

Commoditizationisacommon trend in professional servicesandiscurrently very
pronounced in management, business and IT services. Rather than identifying
needs, devising asolution and implementing anew and “tailor-made” systemfor
every client, aconsulting firm hasarange of productsthat are offered to all clients
(or categories of clients). Advice and know-how are turned into a commodity.
The client can choose among standard offerings “off the shelf” — diagnostic
instruments, change and project management programmes, training and self-
devel opment packages, production control systems, enterprise resource planning
(ERP) or customer relationship management (CRM) systems, e-business or
knowl edge management software and so on. These products may be the result of
the consultant firm's own research and devel opment and based on its own work
experience, or the consultant may have acquired the product from another firm,
or be distributing and using it under alicensing agreement.

Commoditization of methods and systems is currently a feature of
knowledge management and transfer. It responds to demands from clients, who
want to get the best (or at least a good and easily applicable) system, method-
ology or approach at an affordable price, within reasonable time limits, and
with a guarantee of applicability and standard performance. This is what the
commoditized professional services aim to provide.

Conversely, the client accepts that the solution will not be unique, may have
features that he or she does not need, and will be quite widely used, hence aso
by competitors. Indeed, most commoditized products cannot provide any distinct
competitive advantage. Rather the risk isthat a client will be disadvantaged by
not following the trend and not buying a product that has become commonly used
by hisor her competitors.

Professional service providers who have commoditized their knowledge
enjoy an enormous business advantage — if the product isin demand and sells
well. They can serve large numbers of clients. Clients who would not consider
buying a tailor-made solution for their organization may easily become
interested in a standard product. Instead of using experienced and highly
competent consultants for each assignment, the consulting firm can develop
standard procedures for delivering standard products, and hence use more
junior and less experienced staff, and cut the price. The spectacular growth of
IT and e-business consultancies (discussed in Chapter 2) would not have been
possible without considerable service standardization and commoditization.

Outsourcing

Outsourced services are activities that the client previously carried out within
its norma structure and resources, but now chooses to contract out to a
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consultant or another service provider. By branching out into new service areas,
management consultants behave in the same way as other professions do —
looking for new markets and opportunities and aiming to satisfy their clients
demand for new, innovative and complementary services. The factors that may
influence them in deciding to enter other fields of business service are:

« benefit to clients (Will the client appreciate such a service and will the
service be really helpful to the client?);

« technical (Do we have the technical capacity and will the new service be
synergetic with what we are already doing for the client?);

« legal (Does legalization allow a new service to be combined with the con-
sultant’s current service portfolio within the same organization?);

« ethical (Is it appropriate for a management consultant to operate such a
service and will no conflict of interest or other ethical problem arise?);

« commercia (Is the new service profitable and a potential source of future
income?).

Outsourcing has been transforming the shape of the consulting sector. It
has been greatly facilitated and boosted by the new information and tele-
communication technologies, which permit software and application service
providers to be accessed via the Internet (see Chapters 16 and 22). More and
more business and management processes and functions are regarded as
suitable for outsourcing, and many developmentsin IT focus on enlarging the
scope and enhancing the efficiency of outsourcing. These developments cover
issues such as reliability, confidentiality, speed of data transfer, worldwide
access to business information, etc. In addition to the direct provision of
outsourced services, new opportunities for consultants are created by the need
to select and evaluate systems and providers of outsourcing, identify and
modernize processes to be outsourced, assist with organizational and other
changes connected with outsourcing, manage and control outsourced services,
integrate services outsourced to different providers, etc.

Inlarger IT and management consulting firms, outsourcing has become the
fastest-growing area of service and an indispensable source of stable and long-
term income. This reflects the fact that the consulting firm may be better
equipped to carry out certain activities, which it can perform more efficiently
and economically than the client while keeping up to date with advancesin the
field. It also reflects new ways of doing business and managing knowledge, in
which clients focus on their core business and use intellectual capital and
financial resourcesin areas of their principal strength.

1 F. Steele: Consulting for organizational change (Amherst, MA, University of Massachusetts
Press, 1975), p. 3.

2P Block: Flawless consulting: A guide to getting your expertise used (San Francisco, CA,
Jossey-Bass/Pfeiffer, 2nd ed., 2000), pp. xvi and 2.
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3L. E. Greiner and R. O. Metzger: Consulting to management (Englewood Cliffs, NJ,
Prentice-Hall, 1983), p. 7.

4 See www.icmci.org., visited on 19 March 2002.

5P Drucker: “Why management consultants’, in Perspectives (Boston, MA, The Boston
Consulting Group), No. 243, 1981.

61bid.

7 See G. M. Bellman: Getting things done when you are not in charge (San Francisco, CA,
Berrett-Koehler, 1992).

8 P Stroh: “Purposeful consulting”, in Organizational Dynamics (New York, American
Management Association), Autumn 1987, pp. 49-67.

9 G. Nadler and S. Hibino: Breakthrough thinking: The seven principles of creative problem
solving (Rocklin, CA, Prima Publishing, 1994), p. 128. See also Stroh, op. cit.

10 Nadler and Hibino, op. cit. p. 149.

1 Frequently referred to is the Kolb—Frohman model, which includes the following seven
phases: scouting, entry, diagnosis, planning, action, evaluation, termination. See D. A. Kolb and
A. L. Frohman: “An organization development approach to consulting”, in Soan Management
Review, Vol. 12, No. 1, Fall 1970.

12 For example, framework contracts with consultants are used by the European Union in
technical assistance programmes.
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2.1 A historical perspective

A historical perspective will help us to understand the present scope, strengths
and limitations of management consulting. Where does management consulting
have its historical roots? How far back can they be traced? What principal
events and personalities have given the consulting business its current shape?

Management consulting hasitsoriginsin thendustrial Revolution, the advent
of themodern factory, and the related institutional and social transformations. Its
roots are the same as those of management as a distinct area of human activity
and afield of learning. Consulting in or for management becomes possible when
the process of generalizing and structuring management experience attains a
relatively advanced stage. Methods and principles applicable to various organi-
zations and situations have to be identified and described, and the entrepreneur
must be pressed — and motivated — to seek a better way of running and control-
ling the business. These conditions were not fulfilled until the latter part of
the nineteenth century, a period which saw the birth of the “scientific manage-
ment” movement.

The pioneers of scientific management

There were a number of predecessors of scientific management. One of
them was the American manufacturer Charles T. Sampson, who in 1870
reorganized the whol e production processin his shoe-making factory in order to
be able to staff it with unskilled Chinese workers. One year later, acting in a
consulting capacity, Sampson passed on his experience to an owner of alaundry,
who accepted the advice and applied the approach previously used by Sampson.

The pioneers of scientific management, including Frederick W. Taylor,
Frank and Lillian Gilbreth, Henry L. Gantt and Harrington Emerson, gave a
major impetus to the development of consulting. Their technical and method-
ological approachesto simplifying work processes and raising the productivity
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of workers and plants were not the same and in certain cases even conflicted
with each other. However, they all believed in the application of the scientific
method to solving production problems. They believed, too, in the benefit of
combining several methods for disseminating their scientific approach and
making sure that it would be used by business corporations. They were
tireless in lecturing, making studies, writing books and articles, organizing
practical demonstrations, and providing advice in every possible way. Later in
his life, Taylor chose to become a full-time management and productivity
consultant.

These pioneering efforts gave rise to a very important type of management
consulting, one which has strongly marked the profession and its image.
Consulting as it emerged from the scientific management movement focused
mainly on factory and shop-floor productivity and efficiency, rational work
organization, time and motion study, elimination of waste and reduction of
production costs. Thiswhole areawas given the name of “industrial engineering”,
andisstill very important inimproving operations. The practitioners, often called
“efficiency experts’, were admired for their drive and methodical approach and
for the improvements they achieved (which were often spectacular). But their
interventionswere also feared by workers and trade unions because of their often
ruthless approach to work intensification.

The controversial early image of the efficiency expert has changed consider-
ably over the years. As new areas of management and new types of problem
were tackled and became a normal part of the consulting business, the share of
work related to production and work organization decreased. Important changes
in the socia and labour relations fields tended to limit the use of techniques
unacceptable to the workers; negotiation and collaboration became indispens-
ablefor handling many assignments affecting employees’ interests. The positive
side of the efficiency expert’simage has been very much preserved: consultants
continue to be regarded as able to find new opportunities for saving resources
and raising productivity.

Towards a general management approach

The limitations of the industrial engineering and efficiency expert approaches
led to a broadened interest in other aspects and dimensions of business organi-
zations, and to the birth of new areas of consulting. One of the first consulting
firms of the kind known today was established in Chicago in 1914 by Edwin
Booz under the name “Business Research Services'.

In the 1920s, Elton Mayo, with his Hawthorne experiment, gave impetus to
research and consulting in human relations. Important consulting work in
human resource management and motivation was started by Mary Parker
Follett. Interest in more effective selling and marketing was fostered by people
such as Harold Whitehead, the author of Principles of salesmanship, writtenin
1917. A number of consulting firms were established during the 1920s. These
were increasingly able to diagnose business organizations in their totality,
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treating manufacturing and productivity problems in a wider perspective of
sales and business-expansion opportunities.

Consulting in finance, including financing the enterprise and financial
control of operations, also started developing rapidly. A number of the new
management consultants had a background in accountancy and experience
drawn from working with firms of public accountants. One such was
James O. McKinsey, a protagonist of the genera management and compre-
hensive diagnostic approach to a business enterprise, who established his own
consulting firm in 1925, and today is regarded as one of the founders of the
consulting profession.2

In the 1920s and 1930s, management consulting was gaining ground, not
only inthe United States and in Great Britain, but also in France, Germany, and
other industrialized countries. Yet its volume and scope remained limited. There
were only afew firms, prestigious but rather small, and their serviceswere used
mainly by the larger business corporations. The consultant remained unknown
to the overwhelming majority of small and medium-sized firms. On the other
hand, assignment requests began coming from governments: this was the start
of consulting for the public sector.

Consulting for governments, and for the army, played an important role
during the Second World War. The United States in particular understood that
the war was a magjor management challenge and that mustering the country’s
best management expertise was essential to winning on the battlefield. In
addition, operations research and other analytical techniques, applied first for
military purposes, rapidly found their way into business and public
management, adding a new dimension to the services offered by consultants.

The years of growth and prosperity

Post-war reconstruction, the rapid expansion of business coupled with the
acceleration of technological change, the emergence of new developing
economies and the growing internationalization of the world's industry,
commerce and finance, created particularly favourable opportunities and
growing demands for management consulting. This was the period in which
most consulting organi zations that exist today were established and in which the
consulting business attained the power and the technical reputation it enjoys at
present. For example, PA, the largest consulting firm in the United Kingdom,
had only six consultantsin 1943, but 370 in 1963, and over 1,300 based in 22
countriesin 1984. Thetotal number of full-time management consultantsin the
United States was assessed at 100,000 at the end of the 1980s, six times the
number that existed in the mid-1960s.

Since the 1940s, the expansion of management consulting has been
impressive by any standard. Significant qualitative changes have also occurred.

Wider and more diversified service offerings. To meet their clients' needs
and to attract clients from new sectors of economic and social activity,
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management consultants have developed various strategies, creating and
offering new special services, specializing in particular sectors or, on the
contrary, providing broad comprehensive packages of services.

At the forefront of technical progress. Most management consultants
have made it their policy to be associated with the latest developments in
management and related fields that can interest their clients, and to offer new
sophisticated services before anyone else. The computer business, the use of
information technologies in all aspects of management and accounting, and
new communication technologies belong to such areas. Consultants do not
hesitate to step out of the traditional limits of the management field and deal
with plant automation, communication systems, quality control, equipment
design, software development, economic studies, environmental protection
and the like if these are of interest to clients and can enhance a consultant’s
competitive edge.

Growing competition in consulting. Competition in management
consulting has greatly increased over the past 20 years. In addition to improving
service quality and offering new sorts of services, management consultants have
become more dynamic and even aggressive in searching for new clients and
trying to convince potentia clients that they can offer a better service than
others. This has brought about many developments in the advertising and
marketing of consulting services.

The “Big Eight” come on the scene. A landmark event was the decision
of the “Big Eight” public accounting firms to enter management consulting.
Considered for severa decades as incompatible with professional accounting
and auditing, management consulting started being promoted vigorously by the
Big Eight in the early 1960s, producing 15-20 per cent of their incomeinitialy,
and gradually more and more. By the end of the 1980s, the Big Eight had been
reduced through mergersto the Big Six. Their management consulting services
continued expanding rapidly, generating higher profits than traditional
accounting and audit work.3

Internationalization. All large and many small consulting firms have
sought to internationalize their operations in searching for new markets,
adapting to the changes in the international economy, and taking advantage of
the new opportunities for consulting in the devel oping countries and, since the
late 1980s, in Central and Eastern Europe. In large consulting firms, foreign
operations may contribute 30—70 per cent of income. Many new consulting
firms have been established in developing and reforming economies.

Progressin the methodology of consulting. Great efforts have been made
to increase the long-term benefits derived by clients from consulting
assignments, by diversifying and perfecting the intervention methods applied at
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al stages of the consulting process. Greater emphasis has been placed on
clients active participation in problem-solving, new and more effective
approachesto organizational change, the devel opment of clients’ own problem-
solving skills, quality management in consulting and the need for clientsto learn
from every consulting assignment.

Increased client competencein using consultants. Many organizations, pri-
vate and public, have become experts in using consultants. They have developed
their own criteriaand methods for selecting consultants, collaborating with them
during assignments, monitoring their interventions, learning from their approach
and evaluating results. The progress made by the consulting profession would not
have been possible without these advances by clients.

I nternal consulting. Consulting services provided under various names by
internal units within private and public organizations are not a new
phenomenon, but their volume and role increased very considerably in the
1970s and 1980s. The internal consultant has become a regular actor on the
management consulting stage.

2.2 The current consulting scene

Thanks to the progress outlined in the previous section, and to the numerous
challengesfaced by businesses worl dwide, management consulting has become
an important and highly visible professiona service sector in terms of size,
structure, sophistication, range of services offered, standards applied, results
produced and overal influence. Consultants have become acknowledged and
often indispensable advisers in maor business decisions and transactions.
Leading consulting firms are respected and solicited thanks to their broad
knowledge base, diversified resources, innovative spirit and capacity to cope
with complex and novel situations.

Sector growth

The growth of the consulting sector reflects the high and steady demand for
consulting. The estimated value of the world consulting market was US$102
billion in 1999, up 260 per cent from 1992, when the total revenue attained
some US$28.3 billion. The 1999 estimate for spending on consulting in Europe
was US$33 billion. Average annual growth rates of the world market attained
25 per cent in 1990-94 and 18.9 per cent in 1995-99. At present, the total
number of management, business and IT consultants, including e-business
consultants, may well be in the range of 650,000-750,000. These figures can
only be estimates, because the scope of consulting has not been precisely
delimited and data are collected from various sources. Yet the figures give a
clear indication of orders of magnitude and trends.
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Sector restructuring

Over the past decade, sector restructuring has been significant and impressive.
Mergers, acquisitions, new types of aliances and vigorous new business
development with thefirms' own resources have swept away the division between
management and I T consulting, especially in large consulting firms. Thesefirms
have become providers of integrated and multidisciplinary services, able to
respond to virtually any demand from their client base. While afew years ago it
was possibleto discern easily distinct types of large consulting firm, such asglobal
multifunctional firms, strategy houses or information technology consultancies,
thisis no longer possible. It is true that some leading firms have maintained a
prevailing technical profile thanks to which they attained their present technical
reputation and market position. However, servicesin general have become more
homogenized as many firms have copied competitors when they offer a new
consulting product. Emphasis on service integration and compl ete packages has
also made the service offerings of various firms more similar to each other.

The proportion of total consulting business in the hands of the largest firms
did not change significantly between 1990 and 1999, when the 20 largest firms
held some 50 per cent of the world market. However, the proportion increased in
2000 to nearly 60 per cent asaresult of faster growth of large firms, mergersand
acquisitions. Concentration among the top firms continued through large-scale
operations such as the merger in 1998 of PriceWaterhouse and Coopers &
Lybrand, which created the world's fourth largest management and business
consultancy (not including the audit and accounting wing of the new firm) with
34,000 employees and annual consulting revenues of US$6.6 billionin 2000. The
first position was held by Andersen Consulting (renamed Accenture after the split
from Arthur Andersen in 2000) with 62,000 employees and revenues of US$8.9
billion in 2000. The Big Six were reduced to the Big Five. Another mgjor
structural change was the acquisition in 2000 of the consulting wing of Ernst &
Young by Cap Gemini. Further restructuring, including acquisitions of consulting
firms by large non-consulting companies, is plausible, although the negotiations
concerning the acquisition of the consulting wing of PricewaterhouseCoopersby
Hewlett-Packard in the second half of 2000 were unsuccessful. Other initiatives
to merge and create new alliances have had varied outcomes.

Another form of restructuring coming to the fore is the separation of
management and busi ness consulting from accounting and audit servicesin the
large firms as a result of evolving perceptions of conflict of interest and other
reasons (see section 6.2).

The movement into management and IT consulting markets by large non-
consulting firmsfrom the manufacturing, utilitiesand service sectors—a sporadic
occurrence some 6—7 years ago — has turned into a significant trend. Hewlett-
Packard employed 6,000 consultantsin 1999. I1n 1992, IBM had 1,500 consultants
onitspayroll. By 2000, with 50,000 consultants, it had becometheworld'slargest
combined | T/management consultancy company measured in terms of annual
revenue from consulting (US$10.2 billion). Thistrend isnot confined to computer
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hardware and software manufacturers. Management and business consulting,
often in combination with IT consulting, is offered by airlines, banks, insurance
companies, electricity authorities, manufacturing companies, and others. Thisis
theresult of severd factors: the search for new business opportunitiesamong non-
consulting firms; attempts to provide a more complete and better integrated
service to customers (including hardware, software, advice and assistance in
implementation); and efforts to achieve synergy by integrating key components
of the value chain and making full use of firms' special knowledge and business
relationships (e.g. in public utilities). It aso showsthat, a present, financially and
technically strong businesses from any sector can add management and business
consulting to their service portfolio and that many such developments can be
expected in the coming years.

Sector polarization has continued and presents considerable challenges for
medium-sized and small firms, which have to search constantly for new
strategies to cope with delicate problems of positioning, maintaining identity,
finding a niche, surviving and ideally growing in a competitive environment,
retaining competent people and convincing clients of their special skills and
other advantages. These firms continue to account for an important share of the
consulting market especially in Europe (42.3 per cent in 1999).

At the other end of the spectrum, thousands of independent practitioners and
small partnerships of 2-5 consultants provide evidence of imagination, adapt-
ability and vitality. In Europe, 82 per cent of consultancy firms are small; these
firms delivered only 10 per cent of consulting services in 1999, but the sector
concentration and the power of the large consultancies have not driven them out
of business, although their conditions of work have changed quite substantially.
Once again, the experience of recent years has demonstrated that, in professional
services, size is not the only criterion, and that many services can be provided
equally well or even better, and under more advantageoustermsfromtheclient’s
point of view, by small operators. Small operators can often win by doing different
things from large firms, providing a more personalized service and innovating.
Networking and subcontracting have enabled many small operatorsto participate
inlarge and complex projects, often in cooperation with larger service providers.

E-business consulting

Probably the most significant development that has shaped the consulting
industry in recent years has been the emergence and spectacular growth of
e-commerce and e-business consulting. Virtually non-existent until the mid-
1990s, it has rapidly turned into the most dynamic area of consulting business.
By 2000, all the leading management and I T consultancies were also activein
e-business consulting, offering software and advisory services for doing and
promoting businessviathe Internet. Many of them have stressed that e-business
should not be viewed as a different sector, but as a new dimension of any
business and consulting which will soon become a standard and fully integrated
component and method of operating.
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Equally, a number of new firms have appeared, often providing e-business
consulting servicesin combination with devel opment, marketing and install ation
of software —the so-called “e-consultancies’. At one point agroup of them even
started calling themselves the “ e-five”, and statements such as “the new e-stars
are set to destroy the old guard”4 began to appear. Within months, the e-consul-
tancies had thousands of professionalson their payrolls. Many of these consultants
came from the larger and more traditional consulting firms, most of which were
relatively slow to enter the e-business consulting field.

The spectacular development of “e-consulting” was full of paradoxes. It
brought agreat deal of innovation, dynamism and entrepreneurship to consulting
and its contribution and impact have ensured that “the profession will never be
thesameagain” .5 It has created new opportunities, new business modelsand new
ways of consulting in the era of the Internet and the knowledge economy. It has
broken the resistance to change in many long-established companies and paved
the way to doing more business through the Internet. It has shaken the self-
confidence of large consulting firms, which have realized that any professiona
service provider can lose its comfortable competitive advantage to dynamic and
innovative newcomersif it misses major business trends and opportunities.

Conversely, many providers of e-consulting services, including those
regarded as new stars and sector leaders, did not avoid the pitfalls of overselling,
pushing clients into hastily prepared and over-ambitious projects, making
unredlistic promises to both clients and investors, conceiving and launching
“dot.com” businesses with no market and no future, overcharging, recruiting
more staff than they were able to train and supervise, and others. In addition,
many e-consultancies did not escape financial speculation based on anticipated
growth and future earnings supposed to come from the “new economy”, rather
than on professiona reputation, competence and real business results.

This short though spectacular e-consulting euphoria culminated in 2000; by
the end of the year, it was over. The share prices of most Internet consultancies
dropped by 90 per cent or more, thousands of consultants employed in this
sector became redundant, and “what was once a baffling industry, with dozens
of firms al promising e-business transformation and transcendental strategic
thinking, is now reduced to arather more digestible shape” .6

Lessons are still being drawn from this short e-consulting boom.” There is
no doubt that the Internet has generated unprecedented opportunities for
consulting services and that the information and knowledge-based economy
will constitute an excellent market for consultants for many years. Itisalso true
that, during the 1999-2000 e-business hype, quite a few consultants put their
unrealistic ambitions and short-term financial interests before their professional
integrity and their clients' needs and interests.

Accelerated commoditization

High growth rates in consulting could not be maintained over extended periods
without increased service standardization and commoditization. To meet existing
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demand and stimulate further demand, the larger consultancies are increasingly
offering moretangible“ commoadities’ — systems, methodol ogies, application and
training packages, learning programmes and materialss, etc., asalready mentioned
in Chapter 1. While commoditization is not a new phenomenon and its elements
could be observed in work study and industrial engineering services morethan 70
years ago, we are currently witnessing developments of a different scope and
impact. Most large consultancies, and even some small ones, are offering sets of
more or less standard products, claiming that it is more advantageousto clientsto
purchase their “brand” product, with or even without adaptation. In many cases
theseproductsarethe consultants' legally protected intellectual property and have
to be treated as such by clients and other users. Some of these products may be
unique and distinctly better than competing products. However, most commod-
itized products tend to differ from each other more in name and presentation, and
sometimesin price, thanin substance. Consultantswho have opted for service com-
moditization have been relentless in promoting their products’ uniqueness and
superiority, and haveincreasingly invested in advertising.

New operating modes

Commoditization, based on tested knowledge and experience, reducesthe need to
use experienced consultantsand modifiesthe structure of the consulting cycle. For
example, the diagnostic phase may beeliminated or reduced to afew questions set
out in astandard instrument. There may be no broad survey or the client may be
expected to make such asurvey himself or herself and thentell the consultant what
istobedeivered. Thisapproach hasdevel opment costsfor the consultant (the need
to create and maintain standard instruments, systems and packages), but reduces
operating costs. Asit permits employment of junior and relatively inexperienced
consultants under minimum supervision, itisaprerequisite of fast growth rates. It
helps to overcome a shortage of highly skilled professional manpower. Clients
appreciatethefaster and cheaper services, but many areincreasingly worried about
the absence of experience and a broader outlook in consulting assignments. The
exception to this may be projects in new and rapidly evolving fields and tech-
nologies, where experience tendsto play alessimportant role.

The sceneisset for further developmentsand structural changesin consulting
aswell asother professional service sectors. The marketsfor consulting and other
business services are liberal, vibrant and receptive to innovations and structural
changes. The knowledge economy and the growing complexity of the business
world create new demands and new opportunities for consulting and other pro-
fessional services.

2.3 Range of services provided

The range of services provided by management consultants mirrors the
development of management and business, and of the environmental and other
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challenges they face. Today’s management consultants may be asked to assist
with any type of management or business problem in any sort and size of
organization, virtually in any sector and part of the world. The same problem
may be approached differently by different consultants, hence the service
provided will be different. The consultants' service portfolio is extremely wide
and diversified, and isevolving fast. Service offerings are changing, partly under
the pressure of clients' changing needs, but also as a result of the consulting
firms’ own research and innovation aiming to anticipate clients needs and offer
new and better servicesto them. In consulting, service innovation and new ways
of service integration are key differentiating factors.

There have been many attempts to describe and classify consulting services.
Information and publicity leaflets of consulting firms often give alisting and
description of areas of expertise, but in the absence of standard terminology
and service description, firms may useidentical termsto mean different things.
New terminology is often invented to underline uniqueness and novelty.
Generally acceptable and easy-to-understand terms and classifications are yet
to be devel oped.

Management functions, processes and systems

Traditionally, management consulting services were structured in accordance
with the prevailing structures of management functions and processes. Services
were offered in production organization and management, factory management,
marketing and sales, distribution, personnel administration and management,
training and development, office organization, financial management, general
management and organization, and similar fields. Thistraditional structuring of
service offerings has been very much preserved.

Information technology, however, has transformed this area of consulting
radically. Currently many consultants assist their clients in implementing 1T
systems, including assessing needs and feasibility; selecting, developing,
adapting, introducing and debugging a system,; training staff; and modifying
procedures, documentation and work methods accordingly. The genera trend
has been away from separate systemsfor each area (production, personnel, etc.)
to system coordination and integration, a dominant and promising approach
at present.

Specific management problems and challenges

Many consulting services address distinct and separate business problems and
challenges, usually cutting across several management functions and processes,
reflecting new business opportunities and constraintsthat require acreative and
innovative approach. In these cases the consultant may provide in-depth
knowledge, experience and techniques to deal with a particular problem, and
help to devel op and apply an approach for dealing with the problem effectively
in the client’ s particular context. Examples are: business expansion to a new
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territory, technology transfer, licensing agreements, investment project design,
structuring and management, adaptation to new environmental legislation,
cross-cultural management, starting an e-business or adding an e-business
dimension to current business, and exploiting opportunities offered by
deregulation and market liberalization.

Approaches to organizational change and
performance improvement

Other consultants emphasize that their main strength and usefulness to clients
lie not in adetailed knowledge of a specific technical areaor system, but in their
ability to share with the client their effective work method — for diagnosing and
resolving organizational problems, devising action programmesfor organizational
change and performance improvement, introducing and improving knowledge
management systems, and making sure that such programmes and systems are
implemented. Their service is defined neither by the area of intervention (e.g.
marketing) nor by the problem to be tackled (e.g. high production or distribution
costs), but by the consulting approach or method used.

Examples are organizational development, with its wide range of inter-
vention techniques, action learning, team building, business diagnosis, various
problem-identification and problem-solving methodologies, creative thinking
and innovation techniques, benchmarking, and business process re-engineering.
Some of these methods and approaches are highly structured and are applied as
complete consulting and training packages, which are often proprietary and
protected by copyright. Some are passing fads or new labels for old things.
Othersaretrueinnovations and their impact on organizationa effectivenessand
the consulting industry itself can be significant and lasting.

Consulting approaches to organizational change and performance improve-
ment are increasingly offered in combination with special knowledge and skills
in areas mentioned in the previous paragraphs.

Business strategy and transformation

At the top of the list of consulting services are those that address the very
purpose and future of business. These services are in the areas of corporate
strategy, strategic planning and decision-making, business alliances and
partnerships, major business restructuring, privatization, mergers and
acquisitions, total reorganizations, e-business strategies, divestment, and
similar. Theseare“eliteand prestige” consulting services asregards their image,
required consultant expertise and style, and level of intervention in client
organizations. Their impact on the whole organization can be significant and
long-lasting. They are interdisciplinary, multifunctional and conceptua by
definition, drawing on other groups of services and combining them as
necessary. They are highly knowledge-intensive, require considerable
experience and do not lend themselves easily to standardization and
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commoditization. Except infirmsthat speciaizein thisarea, their volumeinthe
service portfolio of consultant firms tends to be smaller than that of other
service groups.

Human resource consulting services

A range of consulting services falls under the broad denomination *human
resources’, “human resource management and development”, or “human
capital”. Within this area, a number of different concepts and approaches have
been practised by various firms over the years. The services include in
particular:

« thoserelated to employee benefits (social insurance, pensions, salaries);
« executive search and personnel recruitment services;
o personnel administration;

« human resource and human capital management and development,
including training, and strategies and activities.

Sector-specific services

Some consultants have chosen a sectoral approach: they target all their work at
one sector, or have established sectorally specialized divisions. The reasons may
be both technical (the need for an intimate knowledge of sector technologies,
economics, and business practices and culture) and commercia (many clients
preference for consultants who know their sector). As some practitioners put it:
“If you develop a reputation as a sugar-industry consultant, you get sugar-
industry clients.” This can be quite useful in sectors that traditionally regard
themselves as different from other sectors (e.g. the construction or mining
industries) and are sceptical about the value of advice coming from outside the
sector. In other cases, sectoral specialization may be the pragmatic choice of a
consultant who knows one sector particularly well, or who happens to have a
number of clients from the same sector.

The shifts in the sectoral focus of consulting reflect the structural changes
in the economy. Originally, most consultants worked mainly for industrial and
commercial enterprises. Today, consulting for the service sectors tends to be
very important; thisincludes specialized sectoral servicesin banking, insurance,
utilities, telecommunications, transport, community development, central and
local government administration, education, health care, voluntary associations,
leisure and entertainment.

Sectorally specialized services may encompass any of the areas described
earlier, from strategy and company transformation issues to operations and
efficiency, and may be provided in combination with services that are not
sectorally specialized. Despite some obvious advantages, full sectoral special-
ization of services may lead to conflict of interest in serving clients who
compete with each other within the same sector.
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Outsourcing and other emerging lines of service

As mentioned in section 1.5, many consulting firms are now performing
outsourced I T, administrative, commercial, financial or other activitiesfor and on
behalf of clients. In doing so, the consulting industry ismoving towards becoming
awider business-service sector, where consulting remains important, but other
services are aso offered when thisis technically feasible, legally and ethically
acceptable, and financially attractive to both the consultant and the client. For
example, Accenture describes its 2001 service portfolio under five broad
headings: consulting, technology, outsourcing, alliances, and venture capital.

A consulting firm may also offer any other business service that meets the
above-mentioned criteria. Such services are not new in the consulting sector.
Examples are numerous: technical and manageria training, production and
distribution of training packages, collection and distribution of business
information, book publishing, psychological testing, opinion polls for market
research, consumer preference surveys, advertising, sectoral economic and
market studies, management and supervision of investment projects, real estate
operations, and so on. Consulting firms have also moved into areas such as
choice and transfer of technology, patents and licences, product design and
testing, design of control equipment, auctions, venture capital, and others.

2.4 Generalist and specialist services

In consulting, there is a long-standing debate about the pros and cons of
generalists and specialists. Some contend that only an all-round generalist isa
“real” management consultant; a specialist may be an industrial engineer, a
financial analyst, an expert in compensation techniques or an industria
psychologist, but not a management consultant. Others object to this, consider-
ing that generalists lack the in-depth knowledge required fully to understand
and resolve problems and provide added value in today’s business; therefore to
be really useful a consultant must be a specialist.

The history and the current profile of the profession indicate that both
generalistsand specialists have their placein management consulting. Theissue
isnot generalists versus specialists, but how to combine generalist and specialist
skills and perspectives to achieve a better total effect.

Specialist work viewed from a generalist perspective

Managing an organization is an interdisciplinary and multifunctional task, and
measures taken in one speciaist area will affect other areas. Therefore a
management consultant should always aim to view specific (and often narrow)
problems, requiring the intervention of a specialist, in awider context. To bea
good consultant, the specialist has to be able to look at the problem from the
generalist point of view. He or she must be able to apply diagnostic and other
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methods common to all skilled consultants, and understand organizational
relationships. Thisis one of the main objectives of the theoretical and practical
training in a consulting firm.

Cooperation between generalists and specialists

It would be unredlistic to require every consultant to be both a specialist and a
generalist, athough afew talented and experienced individuals do achievethis.
However, in most consulting firmsthereis some division of work between those
who are primarily specialists (and keep up to date in aspecial areaof knowledge
and its applications) and those who are generalists (and deal with several areas
of management, focusing on their interaction, coordination and integration).

The so-called generalists prepare and coordinate global assignmentsrequiring
combined specialist and generalist interventions. They normally take care of pre-
liminary organizational diagnoses, negotiationswith clients, assignment planning
and coordination, drawing of conclusionsfrom specific observationsmade by spe-
cialists, presentation of fina proposals to clients, and so on. Supervisory and
managerial functionsin consulting are often in the hands of the generalists.

Some assignments are totally or primarily in the general management field
and are undertaken by senior generalists. They concern issues such as corporate
policy and strategy, |eadership, organizational structure, mergers, turnarounds
and the like. Most consulting for small businesses is done by generalists,
capable of advising the client on the businessin its totality. Clients expect the
generalist to suggest the participation of a specialist consultant whenever such
a need is identified, just as they expect the specidist to refrain from giving
advice in areas beyond his or her competence.

The trend towards specialization

In today’s management consulting there is a pronounced trend towards special-
ization, reflecting the growing range and complexity of issues handled by
consultants. This trend concernsfirst of al the service specialization of the con-
sulting firms (of all sizes, including individual practitioners). Increasingly, clients
are interested in working with firms that do not present themselves as universa
experts in solving business problems, but possess the right speciaist knowledge
and expertise, e.g. intheindustrial sector, functional areaor specia technique con-
cerned. Many firms have been rethinking their profile to adapt to thistrend.
Furthermore, consulting firms have started to modify their internal staff
structure, that is, the numbers and the respective roles of the specialists and
generalists employed. As clients seek more input from specialists, firms may
employ specialistspart time, or borrow their servicesfrom another firm. However,
many of these specidists, outstanding expertsin their technical fields, urgently
need to broaden their outlook and improvetheir understanding of thewider issues.
Asfor al-round generalists, their role in dealing with interdisciplinary and
multifunctional problems will remain important. But there are various
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perspectives and degrees of generalization. Clients are generally less and less
interested in consultants who view themselves as universal problem-solversand
clam to be able to handle any situation thanks to their broad experience.
Conversely, there is a growing demand for conceptualizers, coordinators and
integrators with experience in certain sectors (health, transport) or with partic-
ular types of organizational and business problems and situations (mergers and
acquisitions, programme coordination, business diagnosis, turnarounds, etc.).

2.5 Main types of consulting organization

The wide range of providers of management consulting reflects the diversity of
theclientsand markets served, servicesoffered, approachestaken and personalities
involved. It also reflects the history of the sector and the growing competition for
major clientsand contracts. Recently the consulting sector has undergone consid-
erablerestructuring and it isstill far from being stable. Intheliterature, firmstend
to be grouped and classified by various criteria. In this section, we outline the
profilesof theprincipal groups of actorswho shapethe current consulting market.

Large multifunctional consulting firms

The market is currently clearly dominated by large multifunctional and
multiservice consulting firms, as a result of market growth and concentration
over the past 20 years. All the firms in this group have grown thanks both to
active business development supported by new staff recruitment and training,
and to numerous acquisitions and mergers. A consulting firm employing several
hundred professionals can be considered large. There are, however, at least 50
giants in the consulting world with over 1,000 consultants on their staff. In
2000, some 20 firms in this group earned over US$1 billion each.

Most of the giants operate as multifunctional and transnational firms, with
offices or affiliated companies in 20 or more countries. Their sheer size and
influence permit them to deal with a wide range of clients and most complex
management problems; they are sometimes referred to as “full-service
consulting firms’ ableto provide “total service packages’. They prefer to serve
large and multinational clients, and these clients often prefer to use their
services. Many of them also possess certain specialist skills which make them
different from each other, e.g. they may be known for sectoral expertise and
services, or be particularly strong in management and IT systems, finance,
human resources, business restructuring and e-business consulting.

The management advisory services (MAYS), first established as divisions
of magjor accounting firms, have grown in recent decades into major multi-
functional management consultancies. They loom large within this group and
hold the leading position on the consulting market internationally. Today they
are the world's largest professional firms not only in accounting and audit, but
also specifically in management consulting. They have drawn considerable

45



Management consulting

benefits from their position as leading accounting firms in terms of expertise,
image, contacts and assignment opportunities. Previously some of them used to
emphasize that they were not keen to undertake just any type of assignment, but
only those that “would be expected from a reputable professional accounting
firm”, above al financial and genera management assignments. This was
followed by a period of fast expansion in a wide range of consulting and
professional service fields, including human resources, organization develop-
ment, production engineering, total quality management, management
information and control systems, and even small business devel opment.

Most recently (2001-2002) these firms have been exposed to growing
criticism and pressure of regulatory authorities in the United States and other
countriesto return to the original model of audit by separating management and
other business services from audit services, in order to stop the proliferation of
conflicts of interest (see section 6.2).

The concentration of businessin the hands of the largest firmsis documented
by the fact that with one exception (Mercer Consulting Group) the ten largest
multifunctional firms are also among the 20 largest operators in the two groups
described below (strategy and information technology consultancies).

Strategy and general management consultancies

While most large firms in the groups described above provide consulting in
corporate strategy, company organization, business restructuring and other
general mangement issues, some firms are particularly focused on this area and
position themselves as advisers to management on key issues of strategy (the
so-called “strategy houses’) and total business development. They have also
added e-business strategy to their portfolio. Consultancies with distinct
expertise in strategy and general business development include McKinsey,
Boston Consulting Group, Bain, Booz-Allen & Hamilton, A.T. Kerney and
Roland Berger. These firmstypically declare considerably higher earnings per
consultant thanks to the higher fees applied to strategy consulting than to now
largely standardized and commoditized services in IT and similar systems
(for example, in 2000 McKinsey earned US$470,000 per consultant and Bain
US$380,000, while Andersen earned US$150,000 and IBM US$204,000).

Information technology and e-business consultancies

A few years ago, there was a separate emerging and dynamic group of firms
providing information technology consulting. While pursuing their expansion,
most firms in this group have recently undergone more restructuring and
transformation than any other consultancies. At present, the listing of the largest
IT consulting service providers includes the same names as the lists of multi-
functional and integrated management and business consultancies. As
information technologies and systems become better integrated, both among
themselves and with management functions and processes, consulting services
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arefollowing thistrend. Firmsrefer to “integrated development models’ and to
the necessity to adjust IT consulting to the “increasing complexity of clients
businesses”. It appears that the future will belong to service providers that can
fully and cost-effectively integrate management and IT services, including e-
business consulting services.

Employee benefits consultancies

A group of large international consultancies, mainly based in the United States
and the United Kingdom, has traditionally specialized in the field of employee
benefits, including actuarial services, pension schemes, social insurance and
benefits, wage schemes and salary administration, and pension fund management.
They also offer consulting in other personnel administration systems and
activities. The leaders are Towers Perrin, Watson Wyatt, Mercer Consulting
Group, Aon Consulting, and Hewitt Associates. The large multifunctional
consultancies and some medium-sized firms are also active in thesefields.

Medium-sized generalist and specialist firms

This group embraces a variety of organizations, ranging from a few to 50-100
consultants. Obviously afirm that is small by American standards can be large
inasmall developing country. Their prevailing technical profilesinclude:

— general management, strategy and business development consulting for
small and medium-sized businesses, often in alimited geographical area;

— consulting in one or afew technical areas, such as personnel, maintenance,
guality management, marketing, sales management, technology transfer or
environmental auditing and management;

— sectoral specidlization, e.g. in urban transport, hospital management,
textiles, printing industry, insurance.

Entrepreneurial founders and managers of medium-sized firms have been
able to find new niches and maintain their firms' reputation with certain client
groups despite the growing power and market share of thelarge firms. There has
been a great deal of restructuring, too. Successful medium-sized firms are
viewed as attractive acquisition targets by larger consultancies, especialy if
they possess specialist expertise sought by a larger service provider or if their
acquisition permits entry to new markets. For a medium-sized firm, joining a
larger consultancy will often be an attractive solution in arapidly changing and
increasingly competitive consulting market.

Sole practitioners and small partnerships

The existence of thousands of sole consulting practitioners and small
partnerships of 2-5 consultants demonstrates that, despite market domination
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and aggressive marketing by large professional firms, thereis plenty of interest
in working with independent individuals or small teams and their networks.
Small consultancies may be generalists, emphasizing their broad management
experience, problem-solving and behavioural skills, or specialistsworking in a
narrow area. Their strength isin a highly personalized and flexible approach,
which is more difficult to achieve and apply consistently in alarge consulting
firm. The services of asenior individual practitioner can also be less expensive,
because many of the overhead costs of alarge organization are avoided. Before
becoming independent consultants, many sole practitioners worked as business
executives or employees of large consultancies.

Some clients prefer to entrust a complete assignment to an experienced
senior person, onewho in alarger firm would probably work as aproject |eader,
supervising the work of several more junior consultants through short visits.
Sole practitioners are often connected with other colleagues in informal
networks and so can collaborate to undertake large and complex assignments,
or can recommend another person for work outside their own area of
competence. Most of them consult for small enterprises, but even large
companies sometimes turn to sole practitioners and small firms for small
assignments, policy advice to senior management and special tasks.

The consulting professors

There are professors, lecturers, trainers and researchersin management who are
involved in consulting on a part-time, though fairly regular, basis. Most of them
provide ad hoc advice on issues that may be very important from the client’s
perspective, but that do not require extensive consulting time.

Some full-time consultants do not regard the * consulting professor” asareal
management consultant. However, experience has shown that outstanding
benefits can be drawn from combining research, teaching and consulting. The
consulting professors' main contributions have generally been new perspectives
and new idess, rather than routine organizational and functional consulting. A
small group has attained the level of “guru consulting”, influencing the thinking
of legions of business executives and management consultants alike.

Consulting services of management schools and
productivity centres

To promote management consulting and link trainers and teachers of management
with the world of practice, anumber of business schools, management institutes
and productivity centres have established consulting services. In some countries
this has been done with technical assistance from international agenciesand with
the involvement of experienced consultancy firms from other countries. These
“ingtitutional” units enjoy some independence in choosing clients and selling
services. Some of them employ full-time consultants, while others use the insti-
tution’s teaching and research personnel to carry out assignments.
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A combination of teaching/training and consulting is highly valued by many
clients. Often course participants ask their tutorsfor practical advice and consult-
ing becomesalogica continuation of arelationship that devel oped it theclassroom.
A potential problem is harmonization of the various functions of the institution.
Individual teachers and trainers who enjoy great autonomy may give priority to
their personal clients, from whom they can earn higher income, ahead of assign-
ments negotiated and executed through theingtitution, and even ahead of classroom
teaching. Conversely, it may be impossible to retain competent and ambitious
faculty membersif they are not given enough freedom and time for consulting.

Non-traditional suppliers of consulting services

A new group of suppliers of management consulting services has emerged in
recent years. This group is rather heterogeneous but has one common
characteristic: its original and main function is a service other than consulting,
but consulting is viewed as a technically useful and financialy profitable
addition to its products and services. The group includes, among others:

« suppliers and vendors of computer and communication equipment;
« computer software houses;

« commercia and investment banks, brokers, insurance companies and other
organizations in the finance sector;

o suppliers of equipment and turnkey projects in energy, transportation,
drinking-water, irrigation and other utilities;
« economic, statistical and sectoral research institutes and information centres;

« other organizations that have turned their internal management service
groups into external consulting services.

A number of organizations, usualy those with a strong mathematical,
computer science, operations research or econometrics background, offer
specia consulting services in areas such as strategic studies, model building,
forecasting of consumer demand, systems analysis and design, plant and office
automation, and others. Some of them are aso referred to as “think-tank”
organizations. They may be independent, or associated with a computer firm, a
technological university or aresearch institute. These consulting services tend
to be research and/or technology based.

Consulting networks

During the past decade, consulting networks have become important service
providers. They exist under various formulas and denominations: long-term part-
nerships based on formal cooperation agreements operate alongside ad hoc
arrangements for single short-term assignments. The obvious advantages of such
networks are flexibility, adaptability, potentia to augment the marketing and
implementation capacity of small service providers, and the opportunities they
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providefor sharing knowledge and experience. They allow expertswho are avail-
ablefor agiven project to cometogether, and permit consultanciesto tap expertise
outside their existing staff resources, including the expertise of individuas who
are not full-time consultants. They also permit individua expertsto remain inde-
pendent while participating in projects that require teams of consultants.

Thanks to their flexibility and ability to muster expertise in various
combinations in line with changing client needs, the consulting networks and
alliances are particularly suited to the information society and knowledge-based
economy. They are therefore likely to become more widespread, and adopt
various new formats, in the future.

2.6 Internal consultants

Aninterna consulting unit is one that is established within an organization — a
business corporation, apublic utility, agovernment ministry or department —to
provide consulting servicesto other units of the same organization. Definitions
and delimitations are not very precise. These services are given many different
names, but the term “management services’ prevails. They can be found at
different places in the organizational structure. Some of them are consulting
services in the full sense of the term — they have a mandate to intervene in an
advisory capacity at the request of a senior manager, or a unit manager within
the organization. In other cases, consulting is only one of the functions, and the
units concerned are aso responsible for internal audit, accounting and
information systems, records and reporting procedures, organizational circulars,
staff development or other similar functions.

The current trend

Internal management consulting services have become common in large
businesses; these units are staffed by specialists and generalists, some of whom
may have had experience with external management consulting or accounting
firms. The same trend can be observed in government administrations. Total
numbers of internal consultants are not known, but most probably they arelarge.
After some hesitation, professional bodies of consultants have started recogniz-
ing internal consultants. Already in 1976, the Ingtitute of Management
Consultants in the United Kingdom agreed that the term independent practice
“shall include consultants engaged as in-house consultants who meet the
required standards of knowledge, experience and competence and arefree at all
times to offer objective and independent advice”.

The critics

There are many critics of internal consulting. The main criticism comes from
some large consulting firms, which contend that internal consulting can be a
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useful staff function, but does not deserve to be called management consulting.
They challenge the internal consultants' independence and objectivity, and
criticize their lack of exposure to different situations in various companies.
Also, itissaid, only alarge business firm or government department can really
afford asufficiently large and properly staffed internal unit for consulting work.
This criticism is apparently not shared by organizations that continue to build
up their own internal consulting services.

Why such an interest?

The rapid growth of internal consulting is a recognition of the power of the
consulting approach. Internal units are one way of making consulting more
easily accessible and available within an organization.

Further reasonsfor retaining aninternal consultant are quick availability, an
intimate knowledge of the organization’sinternal practices, management style,
culture and politics (hence sensitivity and amore rapid orientation in any work
situation), and confidentiality. Internal consulting is often thought to be more
appropriate for problems that require a deep knowledge of the highly complex
internal relations and constraints in large organizations. In governments, they
may be given priority for reasons of national security and interest.

The cost factor is not negligible. Because of reduced overheads, travel and
other expenses, even a well-paid internal consultant will cost 30-50 per cent
less than an external oneif the company has enough work for him or her.

Independence and other problems

Independence and objectivity represent a problem in some cases, particularly if
the management of the organization and theinternal consultantsfail to clarify the
roles and mutual responsibilities of client and consultant within an organization,
if consultants are used for anything that comes into an executive’s mind, and if
they feel pressured to please top management or their direct client instead of
giving an impartia view. An internal consulting service that has low status and
no accessto top management will not be ableto deal with high-level and strategy-
related problems, and its recommendations will lack credibility and authority.

Combining internal and external consulting

The use of interna consultants is not a passing fad, but nor will it replace the
use of external consultants. The latter will continueto be preferred in situations
whereinternal consultants cannot provide the required knowledge and expertise
and meet the criteria of impartiaity and confidentiality in dealing with
particularly delicate internal issues.

In agrowing number of cases, assignments are entrusted to joint teams of
external and internal consultants. Thisisatechnically interesting arrangement:
it can reduce costs; it helpsexternal consultantsto learn quickly about the client
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organization; it facilitates implementation; and it transfers knowledge to
internal consultants.

Many external consultants enjoy this way of working and regard internal
consultants as technical partners, not competitors. They have learned not to
underestimate or ignore any internal consultant in aclient organization. In many
situations it is tactically better if proposals are endorsed by an internal unit, or
are presented by thisunit, than if they represent only an outsider’sview. Interna
consultants are more and more involved in defining terms of reference for
external consultants, establishing short-lists for selecting consultants, making
the selection, negotiating the terms of contracts, discussing recommendations,
and monitoring implementation. Their use can improve the quality and reduce
the costs of implementation quite considerably.

An interesting way of enhancing the competence and credibility of internal
consultants is to involve them in external consulting. Consulting is thus added
to the product and service portfolio offered to customers and business partners.
For example, management services units in several electricity corporations,
railways and other public utilities have developed performance improvement,
staff training and other programmes that are of interest to public utilitiesin other
sectors or countries. In-company management services units in various sectors
have done a great deal of work on project and systems design, technology
transfer, consulting and training in developing countries.

From cost centres to profit centres

Thetraditional way of using internal consultants prevented them from covering
their costs from their income. They were treated as cost centres, financed from
the company budget as part of the general costs. Their growth was not
determined by client demand, or by the consultant’s ahility to develop and sell
better services, but by the company’s budgetary process and the consulting
unit’s ability to negotiate higher budgetary alocations. In this situation, it was
difficult to motivate staff to develop and sell more and better services.
Conversely, user units did not have to care about the costs of using an internal
consultant and many assignments were poorly prepared and managed.

To changethis situation, many organizations have started to treat their internal
consulting units as profit centres. This is more than a change in budgetary pro-
cedures. A profit centreisregarded as a unit that creates value, generatesincome
and contributes to the company’s profit. It must be able to sall its services, thus
demongtrating that thereis demand even if the clientshaveto pay. Interna clients,
however, must havetheright to choose. If theinternal consulting unit meetstheir
requirements, they buy its services. But they are not forced to do so.

The helping relationship within an organization

Besidestheactivitiesof internal consulting units, therearemany other opportunities
for making effective use of thehel ping rel ationship within organi zations. Examples
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areadvisory missionsof managersand specidiststo subsidiariesand plantswithin
acorporation, temporary task forces and project groups, short-term detachments,
persona coaching and counselling, ad hoc advice provided by staff departments,
and so on. Some of these forms will be described in Chapters 3 and 4 in the
discussion of consulting modes and organizational forms and interventions for
managing and assisting change. They are often used in connection with aconsult-
ing project carried out by an external or internal consulting unit.

Although this sort of helping activity is not normaly referred to as
consulting, it tends to produce better results if the individuals involved are
familiar with the principles and methods of consulting.

2.7 Management consulting and other professions

In previous sections, we have made severa references to three trends: first,
management consultants have been increasingly moving into new service areas,
which may be emerging areas of management consulting, but also areas outside
the management consulting field; second, other providers of professional and
business services have tended to do more and more management consulting;
and third, firms from different professions tend to work together more
frequently than in the past. Professions no longer enjoy impenetrable borders
and absolute protection against “intruders’. They are undergoing profound
transformations, which are reshaping individual professions, shifting their
borders and changing their status, relationships and methods of work.

Professional service infrastructure of the market economy

To function smooathly, the market economy needs a well-developed, reliable and
effectiveinfrastructure of professiona services. Management consulting is one of
them. The totd infrastructure comprises many other services (figure 2.1), al of
which servethe same private and public sector client base, including businessfirms,
administrations, social organizations and individuals. They also serve each other.

The structural changes through which business and governments have
passed in recent decades have had a major impact on professions providing
services to them. The services of lawyers, accountants, investment bankers,
management consultants and othersarein great demand as the pace of structural
changes accel erates and as these changes become radical and complex. Mergers
and acquisitions, joint ventures, privatization, structural adjustment, trade
liberalization, export development, new forms of cross-border trade and
financia operations, major development projects, business alliances, and new
laws and agreements regul ating business nationally and internationally —all are
green pastures for business- and management-related professions.

Most of these business transactions and structural changes do not fall under
the jurisdiction of one single profession. They involvelegd, financial, account-
ing, organizational, managerial and other aspects, although one of these aspects
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Figure 2.1 Professional service infrastructure
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may dominate in agiven case. An international perspective and expertise, and
a good knowledge of the perspective taken and services offered by other pro-
fessions, are increasingly required from all professions.

Management consulting has grown and evolved in this context. It has been
changing in interaction with other professions, which has included both
competition and cooperation. This interdependence is best documented by the
spectacular growth of management consulting services of international
accounting firms. Within less than 20 years, these firms have been able to
become world leaders in consulting in addition to having strengthened their
leadership position in accounting and audit.

Competition among professions

Tough competition is one of the main characteristics of the current state of the
professions. There is competition both within and among professions. When a
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new market for professional services starts emerging, firms from severa
professions may claim that this market is primarily within their province. This
has been the case, for example, with privatization, where accounting firms,
investment bankers, management consultants and law firms have all been
competing for aleadership position and a bigger market share.

If thework to be done requires an interdisciplinary approach —which ismore
and morethe case—afirmin one profession may decideto establish anew service
linein an areathat falls under another profession from a strictly technical point
of view. A management consultant might branch out into tax advice, or acomputer
firm decide to offer management consulting. The firm thus becomes multi-
professional or multidisciplinary. If there arelegal or other barriers preventing a
combination of certain service lines within one firm, a solution can usually be
found by establishing a new sister or affiliated firm for the new service.

In some grey areas competition is straightforward. For example, in many
countries, company valuation is not a guarded domain of any profession.
Management consultants may have advantages in the field: assessing the
potential future earnings of a manufacturing company requires an ability to
analyse demand and sectoral trends, the maturity level of the technology used,
emerging technologies, raw materials, local and foreign competitors, quality
and cost of labour, and the like. Still, accountants and investment bankers also
offer valuation services, stressing the accounting and financial market aspects
and implications. There are, too, independent expertsin property, real estate and
company valuation. Thus, several professions compete for the same clients.

Cooperation among professions

Cooperation among different professions is an equally important trend. Clients
are not interested in interprofessional skirmishes and jealoudly guarded borders
between professions. They resent corporatist attitudes that put the profession’s
salf-interest beforethe clients' interests. What they want isacoordinated and even
integrated servicein which no important aspect of the problemin handisignored
or treated unprofessionally. If aconsulting firm cannot deliver such aservicewith
its own resources, collaboration with other professions can provide a solution.
Management consultants collaborate closely with lawyers on many issues
with legal aspects and implications. The initiative often comes from the lega
side: legal counsel may feel the need for management or financial advice in
dealing with a legal problem, and so turn to a management consulting firm,
which may or may not already be on contract to a mutual client. However, the
management consultant may also perceive the need for legal advicein agiven
situation, invite alawyer to participate in ajoint assignment, seek consultation
withinterna counsel or recommend that the client engage outsidelegal counsel.
Another areawith numerous links to consulting is audit. Statutory auditsin
the legal sense of the term, that is, checking and certifying accounting records
and financia reports, are not consulting. However, they are only a step away.
Auditors who express an opinion on the client organization’s financial records
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and reports or recommend an improvement — and thisis increasingly required
by many clients — act as consultants whether they call themselves consultants
or not. Forensic audits (examining the health of an organization’s financia
management, looking for potential past or future flaws and risks, and identify-
ing responsibilities) are very close to management surveys and audits (Chapters
7 and 12). Auditing often prepares the ground for important consulting proj ects
and can help to promote consulting; thiswaswell perceived by accounting firms
when they decided to enter management consulting. Conversely, providing
audits, IT and consulting services to the same clients can lead to problems of
lack of independence and conflict of interests (see also section 6.2).

Engineering consultants (consulting engineers) constitute a vast and diversi-
fied sector providing technical expertise in areas such as civil engineering,
the construction industry, architecture, land and quantity surveying, town
and country planning, project planning and supervision, mechanical engineering,
chemical engineering, patent services, computer science and systems, and so on.

Thelink between management consulting and consulting in engineering has
traditionally been close and the boundaries are in many cases blurred. On the
one hand, some engineering consultants also deal with organization and
management questions, particularly in areas such as industrial or production
engineering and control, quality management, maintenance, feasibility studies,
patents and licences, plant design, and project design, implementation and
supervision. On the other hand, production management consultants with an
engineering background can deal with various production and productivity
improvement problemsthat are of both amanagerial and atechnological nature.
In many contexts the best resultswill be achieved if management and engineer-
ing experts work together on interdisciplinary projects.

Several remarks on the relationships between management consulting and
information technology consulting have already been made. Indeed, it isat this
interface that the most spectacular and most rapid changes have occurred in
recent years—and are likely to continuein the future. Computer software houses
and hardware manufacturersfirst entered management consulting in the area of
systems design, development and application, and then widened their interest
to embrace general management and strategy consulting, and other aress.
Management consultants' strategies have been very similar: they have been
adding more and more I T services to their portfolio. On both sides firms have
come up with an expanding range of integrated management/systems/IT
services, aswell as highly specialized services. This has been achieved through
numerous mergers and acquisitions, and a so through authentic development of
new service lines and new competencies.

2.8 Management consulting, training and research

Thereisavery specia relationship between management consulting on the one
hand, and management trai ning, development and research on the other. It could
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even be argued that conceptualy they constitute subsectors of the same
profession, sincethey have the same object of study and practicd intervention and
they tend to pursue the same ultimate purposes. The differences are in the
methodology and the immediate purposes.

There are professions where the rel ationshi ps between practical intervention,
education, training and research have been clarified and structured long ago. In
medicine, no one would think of the practitioners, the medical schools and the
researchers as being from different professions. Management has not yet arrived
at that point. It has not been possible to overcomefully thetraditional dichotomy
between the practically oriented consultant, committed to producing tangible
results for the client, and the professor—researcher, writing and teaching about
concepts and theories, but less concerned with practical applications.

Consulting and training

There have, however, been signs of real progress in bridging the gap between
consulting, and training and devel opment, in the field of management:

— Knowledge transfer and learning are among the main purposes of modern
consulting. In choosing working methods and collaborating with the client,
the consultant aims to pass on persona know-how and experience. At the
same time the consultant learns from the client.

— Consultants often view training (both informal and formal) as their key
intervention tool and use it extensively.

— Some consulting firms have established management development and
training centres as a special client service, which can be used in conjunction
with consulting assignments, or separately.

— Many consultants are part-time teachers or trainers in business schools and
other educational and training establishments.

— Conversely, more and more teachers and trainers of management aso
practise consulting (the “ consulting professors’ mentioned in section 2.5),
drawing from their consulting experience to make training more relevant
and practical and encouraging their students to learn consulting approaches
and methods.

— In some educational and training establishments, consulting has become an
institutional function, organized through special departments and/or
projects.

— Therearealso hybrid firmsand institutions, providing combined consulting/
training services and stressing the benefits that the client can obtain from
their approach.

Consulting and research

Similar comments can be made on the close rel ationshi ps between management
consulting and management research as on consulting and training. Some of the
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Box 2.1 Factors differentiating research and consulting

Factor Research Consulting

Problem Mainly fashioned by Mainly fashioned by client,
researcher; more open-ended, sometimes on joint basis
especially in exploratory
research

Time scale Usually flexible Tighter and more rigid

End product New knowledge and new Better management
theories + ? better practice practice

Ownership of Usually publicly available Often confidential

information

Decision-making Focus may change at Discretion limited to main
researcher’s discretion task only
subject to plan

Academic rigour Methodology tight Minimum level appropriate

to problem

Evaluation External, by peers in scientific  Internal, by company

community, policy-makers

earlier consultantsliked to stressthat they were down-to-earth practitionerswho
had nothing in common with academics and researchers. They saw direct
hands-on experience, not research, as the only source of practically usable
know-how. This dichotomy, however, reflected a poor theoretical preparation of
the consultants and a lack of practical purpose on the side of most academics,
rather than an incompatibility between the two approaches.

Despite their differences (see box 2.1), research and consulting have alot in
common and can be very useful to each other.

In dealing with practical management problems, consultants need to know
the results of research and draw from them —for example, before recommending
an incentive technique it is better to know whether any research has been done
into the use of that technique in conditions similar to those experienced by the
client. Consulting organizationsincreasingly encourage their members not only
to keep informed about published results of management research, but also to
keep in touch with ongoing research projects and leading researchers.

Research, then, can only benefit from close links with consulting. The data
collected in client organizations by consultants can serve wider research
purposes. Datafrom anumber of organizations can be used for drawing genera
conclusions on sectoral or other trends, without infringing confidentiality. On
becoming aware of this, many consulting firms have also gone into research.
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They have their own research programme, undertake contract research, and
publish books based on their own research, or they cooperate on research
projects with universities and individual researchers. Some consulting firms
have gained the reputation of being strongly research based. Business schools
and research institutes are increasingly interested in testing and diffusing the
results of their research through consulting assignments.

Methodologically, consultants can learn a lot from researchers and vice
versa. Action research is an example of research that is on the border with
consulting: it aims simultaneously to solve ameaningful practical problem and
to yield new knowledge about the social system under study. Action research
involves changing what is being investigated; conventional research does not.

1 For afine account of the history of management consulting see H. J. Klein: Other people’s
business: A primer on management consultants (New York, Mason-Charter, 1977); and P. Tisdall:
Agents of change: The development and practice of management consultancy (London,
Heinemann, 1982).

2SeeW. B. Wolf: Management and consulting: An introduction to James O. McKinsey (Ithaca,
New York, Cornell University, 1978).

3 The “Big Eight” included the following international accounting firms: Arthur Andersen;
Arthur Young; Coopers and Lybrand; Deloitte Haskins and Sells; Ernst & Whitney; Pest,
Marwick, Mitchell; Price Waterhouse; and Touche Ross. In 1989, Ernst & Young was established
by merging Ernst and Whitney with Arthur Young. Deloitte Haskins and Sells merged with Touche
Ross. Peat, Marwick, Mitchell became KPMG following a 1986 merger with Klynveld Main
Goerdeler. The group was thus reduced to the “Big Six”.

4 Management Consultancy, Nov. 2000, p. 9.

51bid., p. 8.

6 The Economist, 9 Dec. 2000, p. 92.

7 See also E-business consulting: After the shakeout (research report by Kennedy Information,
2001), and M. Porter: “Strategy and the Internet” in Harvard Business Review, Mar. 2001,
pp. 63-78.
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THE CONSULTANT-CLIENT 3
RELATIONSHIP

The consulting process invol ves two partners — the consultant and the client. In
theory it should be easy to put the consultant’s expertise to work on the client’s
project, since it is fair to assume that both parties will do their best to achieve
the same purpose.

Theredlity isinfinitely more complex. The consultant remains external to the
organization, someone who is supposed to achieve a valid result in the client
organi zation without being part of its administrative and human system. Even an
internal consultant —an organi zation’semployee—isexternal from the viewpoint
of organizational unitswhere he or sheis supposed to intervene. Quiteindepend-
ently of its technical relevance and quality, the consultant’s advice may or may
not be understood and accepted by the client. The consultant can upset peopleand
hurt their feelings in many different ways. Rejection can take many forms. The
history of consulting containsthousands of excellent reportsthat have been buried
in managers desks and never implemented, athough they were formally
accepted. Many consultants terminate their assignments with feelings of bitter-
ness and frustration. They are absolutely sure that they have provided excellent
advice, yet the clientsdo not follow it. This underlinesthe critical importance of
creating and maintaining an effective consultant—client relationship.

Building this relationship is not easy. To achieve success, both consultants
and clients need to be aware of the human, cultural and other factors that will
affect their relationship, and of the errorsto be avoided when working together.
They must be prepared to make a specia effort to build and maintain a
relationship of understanding, collaboration and trust that makes the effective
intervention of an independent professional possible. Thereis no aternative.

3.1 Defining expectations and roles

To begin with, the client and the consultant may look differently at both the
expected outcome and the ways of carrying out the assignment. The client
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may have only a vague idea of how consultants work and may be dlightly
suspicious — possibly he or she has heard about consultants who try to
complicate every issue, require moreinformation than they really need, ask for
more time in order to justify longer assignments, and charge exorbitant fees.
The client may be approaching the consultant with mixed feelings (see box
3.1). But even if thereis no a priori suspicion, and no fear on the client’s side,
there is a risk of misunderstanding as regards objectives, end results, roles,

relationships and other aspects of a consulting assignment.

Box 3.1 What it feels like to be a buyer

1)

(10)

I’m feeling insecure. I’'m not sure | know how to detect which of the finalists
is excellent, and which are just good. I’'ve exhausted my abilities to make
technical distinctions.

I’m feeling threatened. This is my area of responsibility, and even though
intellectually | know | need outside expertise, emotionally it’s not comfortable
to put my affairs in the hands of others.

I’m taking a personal risk. By putting my affairs in the hands of someone
else, | risk losing control.

I’'m impatient. | didn’t call in someone at the first sign of symptoms (or
opportunity). I've been thinking about this for a while.

I’m worried. By the very fact of suggesting improvements or changes, these
people are going to be implying that | haven’t been doing things right up till
now. Are these people going to be on my side?

I’'m exposed. Whoever | hire, I'm going to reveal some proprietary secrets,
not all of which are flattering.

I’'m feeling ignorant, and don’t like the feeling. | don’t know if I’'ve got a
simple problem or a complex one. I’m not sure | can trust them to be honest
about that: it’s in their interest to convince me it’'s complex.

I’'m sceptical. I’'ve been burned before by these kinds of people. You get a
lot of promises. How do | know whose promise | should buy?

I’'m concerned that they either can’t or won’t take the time to understand
what makes my situation special. They’ll try to sell me what they’ve got
rather than what | need.

I’m suspicious. Will they be those typical professionals who are hard to get
hold of, who are patronizing, who leave you out of the loop, who befuddle
you with jargon, who don’t explain what they’re doing or why? In short, will
these people deal with me in the way | want to be dealt with?

Source: Adapted from David Maister: Managing the professional service firm (New York, The Free Press,
1993). p. 113.
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Joint problem definition

First, the reason for which the consultant was brought in needs to be well
defined. A manager who wantsto call for a consultant’s help should not merely
recognize a need for such help, but define the problem as he or she seesiit, as
precisely as possible. In many organizations, top management would not even
consider using consultants unless presented with a clear description of the
problem and the purpose of the consultancy.

Before accepting the assignment, the consultant must be sure that he or she
can subscribeto the client’s definition of the problem. Except in the most simple
and clear cases, the consultant wants to be able to reach his or her own
conclusion as to what the problem is and how difficult its solution might be.

There are many reasons why the consultant’s definition of the problem
might differ from the client’s. Frequently managers are too deeply immersed in
aparticular situation to be able to assessit objectively, or they may have created
the problem themselves. They may perceive the symptoms but not the real
issue. They may also prefer the consultant to “discover” certain significant
aspects of the problem.

Comparison of the client’s and the consultant’s definition of the problem
lays down the basis of sound working relations and mutual trust for the duration
of the assignment. It should be discussed. Both the consultant and the client
should be prepared to make changesto their initial definition of the problem and
to agree on a joint definition. But this first joint definition should not be
considered as final. Once the assignment has started, detailed diagnostic work
may uncover new problems and new opportunities, requiring a redefinition of
the situation.

Results to be achieved

Secondly, the consultant and the client should clarify what the assignment should
achieve and how this achievement will be measured. This may require an
exchange of views on how each party regards consulting, how far the consultant
should continue working on an agreed task (possibly exceeding the scope of that
task), and what his or her responsibility to the client is. As mentioned in section
1.4, there is often a misunderstanding about the consultant’s role in implemen-
tation. The consultant may be keen to participateinit, but the client may be used
to receiving reportswith action proposal s, and to deciding on implementation only
after the consultant hasl eft. If possible, the consultant will oftentry to beinvolved
in implementation. If cost is what worries the client, the consultant’s presence
during implementation can be alight one (see also Chapter 10).

The consultant’s and the client’s roles

Thirdly, it isimportant to determine how the assignment will be conducted by
the two parties:

63



Management consulting

— What roles will be played by the consultant and what by the client? What
will be their mutual commitments?

— Who will do what, when, and how?

— Does the client want to obtain a solution from the consultant, or does he
prefer to develop his own solution with the consultant’s help?

— Istheclient prepared to be intensely involved throughout the assignment?

— Are there specific areas that the consultant should cover without trying to
involve the client? And vice versa?

These and similar questions will clarify the client's and the consultant’s
conception of management consulting and of the roles that the consultant
can effectively play. The answers will define the strategy to be followed in
order to make the assignment a success by both the client’s and the consultant’s
standards.

During the assignment, many unforeseen events may occur and new facts
may be uncovered so that it becomes necessary to review the original definition
of expectations and roles. Both the client and the consultant should be aert to
this possibility and be flexible enough to adjust their contract and work
arrangements. Staff in the client organization may find at some stage that they
can easily produce information or action proposals that the consultant was
originally supposed to work out, or that the consultant is more useful asatrainer
than as a problem-solver. Insisting on keeping to the initia definition of roles,
even when conditions change, may be counterproductive.

3.2 The client and the consultant systems

When, how, and between which individua swill the consultant—client relationship
be established? Theclient, in thewidest sense of theterm, isthe organization that
employs the services of a consulting firm. There we have an ingtitutiona
relationship. A professional service firm works for a manufacturing enterprise,
an Internet business, or similar. But the term client can al so be used in anarrower
sense to mean individuals or groups in the client organization who initiate the
recruitment of the consultant, discuss the job with him or her, collaborate in the
course of the assignment, receive reports and recommend to higher management
whether or not to accept them, and so on. Often a number of managers,
supervisors, and other staff memberswill be directly involved in the assignment
at its various stages, or will be affected by the conclusions reached.

The situation is similar on the consultant’s side. The consultant, in the wider
sense of the term, is a service firm, i.e. alega entity. But the firm employs
individuals in various capacities — in management, administration, assignment
marketing and planning, supervision, or assignment implementation —who are
involved in various ways in negotiating, selling, preparing, managing and
executing the assignment. These individuals enter into various relationships
with client organizations, their internal units and individual employees.
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In the delivery of professiona advisory services the consultant—client
relationship is always personalized. There will probably be a formal contract
between the consulting firm and the organization using its services. However,
the service is delivered through direct contact between people acting on behal f
of the two organizations. Thisisfundamental. A productive relationship cannot
be guaranteed by any legal contract between organizations; it will depend onthe
abilities and attitudes of the individuals directly involved, and on the
“psychological contract” between them.

In working with client organizations, management consultants may discover
highly complex relations. They may face conflicting expectations, hopesand fears,
respect and disrespect, confidenceand distrust. Information may bereadily offered
or deliberately concedl ed or distorted. Consultantsrefer to the chemistry of “client
systems’, taking asystemsview of the organization and trying to map out the net-
work of relationshipsin which they are going to operate. This may show that, for
the consultant, the client system embraces only one part or aspect of the client
organization. Within the client system, the consultant then needs to determine:

— who holds the real power for making decisions related to the assignment
(at al stages);

— who has the main interest in the success or failure of the assignment;

— who should be kept informed;

— whose direct collaboration is essential.

Many consultants make the mistake of automatically considering and
treating the most senior person as their main client. This can upset the people
who know that they will have the main responsibility for implementing the
conclusions reached, and that they — not the top manager — will be directly
affected and will haveto live with the results. On the other hand, it may aso be
a great mistake to leave out the high-level manager. He or she should be
informed and asked for support at an early stage.

During the assignment, the consultant continuesto explore the client system
and improve his or her understanding of the roles played by various people. He
or she does thisin order to confirm or modify the original assessment of roles,
and al so because assignments are dynamic processes and shiftsin role can occur
at any moment. For example, the appointment of a new manager can changethe
course of a consulting assignment dramatically.

Somesituationsmay be particularly intricate, e.g. if theconsultant doesnot really
understand who themain client is or whom he or she should try to satisfy first of all.
Thismay happen, for example, if top management recruitsthe consultant, but leaves
it solely to afunctiona department to handle thejob, if a consulting assignment is
recommended and sponsored by abank asaprecondition of aloantoitsclient, or if
aministry sends consultants to a public enterprise. In these and similar situations,
the consultant needsto clarify whether he or sheis supposed to act as an inspector,
an auditor, an informant, or areal management consultant. He or she should find
out who “owns’ the problem andiskeen to resolveit —thiswill bethemain client.
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Box 3.2 Various categories of clients within a client system

In a complex client system it is useful to think in terms of categories of clients,
aiming to understand their various motivations and roles, and how best to work
with each category (some clients may belong to two or more categories
simultaneously):

(1) Contact clients: approach the consultant initially.

(2) Intermediate clients: participate in various meetings dealing with fact-
finding, assignment planning, reviewing alternatives, and so on.

(3) Main or primary clients: “own” a problem for which they need and want
help and for which the consultant was brought in. They are likely to be the
consultant’s principal collaborators.

(4) Contract clients: play a key role in the consultant selection procedure and
in negotiating and signing a consulting contract.

(5) Ultimate clients: their welfare and interests will ultimately be affected by the
assignment; they must be considered when the intervention is planned,
although they may not be directly involved with the consultant.

(6) Sponsoring clients: provide financial resources for the consultancy and
may or may not wish to play a role in determining the procedure to follow,
choosing the consultant, monitoring execution and approving the proposals
to be implemented.

Developed from a typology of clients originally proposed by E. Schein, in Process consultation, Vol. |
(Reading, MA, Addison-Wesley, 1987), pp. 117-118.

3.3 Ciritical dimensions of the consultant—client
relationship

Different situations and client expectations lead to different definitions of the
consultant’s roles and methods of intervention. Sections 3.4 and 3.5 will review
anumber of role models from which to choose. Nevertheless, even if situations,
assignment strategies and consultant work methods exhibit considerable
differences, all consultants and clients will try to establish and nurture relation-
ships in which they can work together to achieve a common purpose. Three
dimensions of theseréationshipsarecritical : collaboration, sharing of knowledge,
and trust. These dimensions are essential in consulting and could be described as
objectives to be pursued in order to make the relationship fully productive and
satisfying to both sides.

Collaborative relationship

Without client—consultant collaboration, there is no effective consulting. Yet the
need for active collaboration is not automatically perceived by every client and
various misconceptions may have to be dispelled. Some clients imagine that by
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actively collaborating with the consultant they are doing the job themselves,
paying the consultant a handsome fee for nothing. The consultant who insistson
the client’s collaboration may be compared to “the guy who borrows your watch
totell youthetime”. Often thereadinessto collaborateistested at the fact-finding
stage. The client may fedl that the consultant should not be given all the data he
or she requests and may even instruct staff to withhold information.

The client’sreluctance to give the consultant all the information on the state
of the business cannot always be interpreted as unwillingness to establish a
collaborative relationship. Accounting and financial information, for instance,
may be regarded as strictly confidential by the client, and the consultant should
only ask for such information if it is strictly necessary.

The modern concept of consulting methodology assumes strong client
collaboration for the following main reasons:

(1) There are many things that the consultant cannot do at all, or cannot do
properly, if theclient isreluctant to collaborate, for example, if the consultant
isrefused information or cannot exchange ideas with the right people.

(2) Often higher management is unaware of the competence that exists in the
organization, and important strengths may be unknown to it. Through
collaboration, consultants can help clients to discover and mobilize their
own resources. Also, collaboration allows the consultant to refrain from
undertaking tasks that the client is able and willing to do, thus saving the
consultant’s time and reducing the cost of the assignment.

(3) Collaboration is essentia if the client is to be fully associated with the
definition of the problem and with the results of the assignment. Consultants
often emphasizethat their client must “own” the problem anditssolution. The
reason is that people often reject changes proposed or imposed from the
outside. By collaborating on a solution the client is more likely to be
committed to it and will not put all the responsibility onto the consultant. This
commitment will be not only rational, but also emotional. We all know that
we tend to have different attitudes towards projects into which we have put
long hours of hard work and alot of energy, and where we have seen solutions
emerging from our thinking and debates with other people, and to solutions
that we are asked to adopt without ever having been consulted on them.

(4) Most importantly, if there is no collaboration, there can be no transfer of
knowledge or learning on either the client's or the consultant’s side.
Learning does not occur by defining terms of reference, and accepting or
rejecting afinal report, but by joint work at al stages of an assignment, from
problem definition and diagnosis, to implementation and the assessment of
results. In a consulting context, learning is embedded in collaboration.

A knowledge-based relationship

The basis of the consultant—client relationship is knowledge transfer, both to
client from consultant and to consultant from client. While this appears to be
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widely recognized, ageneral statement about knowledge transfer in aconsulting
contract or on the consultant’s web page is not enough. The reality may be
totally different if no specific effort is made to transfer and share knowledge
when working together.

Both parties have to pursue joint development and transfer of knowledge as
one of the key purposes of the collaboration. This requires an understanding of
the processes of knowledge creation and transfer, and of their driving and
impeding forces, as well as appropriate allocation of time and responsibilities.

For example, a consultant may be hired to install a sophisticated model for
financial risk management and show the client how to input datato get answers.
However, if the client does not understand and appreciate the underlying theories,
principles, criteria, formulas, caveats and limitations of the model, i.e. the model
isviewed asa"black box”, hisor her understanding of risk management may not
improve at al. The client may rely on the model in situations where it cannot be
applied or may draw wrong conclusionsfrom the dataobtained. Conversely, if the
consulting firm does not take the trouble to find out how the mode! is used and
works in each client’s context, it misses an opportunity to learn from experience
and hence to improveits services and devel op new services and products.

In Developing knowledge-based client relationships,t Ross Dawson suggests
that professional firmsshould examinewherethey stand “ on the spectrum between
providing black-box servicesand knowledgetransfer”. He pointsout that “ clients
perception of the highest value creation will gradually shift towards knowledge
elicitation—helping themto devel op their own knowledge—asasource of far higher
value than black-box services or even communicating existing knowledge’.
However, there are contexts where clients may be satisfied with acquiring acom-
moditized consulting product (e.g. a diagnostic instrument) and using it without
learning the underlying concepts and theories. Black-box solutions cannot be dis-
carded, but their choice should be explicitly discussed and agreed.

Relationship of trust

Collaboration and knowledge-sharing generate trust. In The trusted advisor,2
David Maister, Charles Green and Robert Galford explain why trust isthe most
important and critical issue in the consultant—client relationship. Unless the
consultant becomes a trusted adviser, the breadth of business issues he or she
will be asked to deal with and the depth of the personal relationships he or she
will be able to develop with the client will remain limited. This breadth will
increase as the personal relationship deepens from (1) a service-offering-based
relationship, through (2) a needs-based, and (3) a relationship-based, to (4) a
trust-based one. It would not be reasonable to claim and expect the client’s full
trust at the very beginning of the relationship. Trust must be earned, and this
meansthat the client must be convinced that the consultant merits trust and will
not betray it. By trusting an adviser the client obviously takes a personal risk.
Earning thefull trust of managers and entrepreneursisnot easy, but it isworth
the effort. Indeed, such a relationship can be very rewarding for the consultant.
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Onceheor sheisaclient’strusted adviser, therelationship with the client becomes
lessformal and more open, at times even privileged. The consultant and the client
can deal withissues, including delicate personal and confidential businessissues,
that would not even be mentioned in other circumstances. Less effort is needed
to obtain new work and the client islikely to recommend the consultant without
hesitation to business contacts. A consultant who demonstrates sincere interest,
an understanding of the client’s problemsand concerns, and flexibility can expect
the same from the client. The trusted adviser’s status is an important part of the
consultant’sintellectual capital, and it would befoolishto wasteit. Some attributes
of trusted advisers are listed in box 3.3.

Box 3.3 Attributes of trusted advisers

Trusted advisers
1. Tend to focus on the client rather than themselves. They have

« enough self-confidence to listen without prejudging,

« enough curiosity to inquire without supposing an answer,
« willingness to see the client as co-equal in a joint journey,
« enough ego strength to subordinate their own ego.

2. Focus on the client as an individual, not as a person fulfilling a role.

3. Believe that a continued focus on problem definition and resolution is more
important than technical and content mastery.

4. Show a strong competitive drive aimed not at competitors, but at constantly
finding new ways to be of greater service to the client.

5. Consistently focus on doing the next right thing rather than on aiming for
specific outcomes.

6. Are motivated more by an internal drive to do the right thing than by their
organization’s rewards and dynamics.

7. View methodologies, models, techniques and business processes as means
to an end. They are useful if they work and are to be discarded if they don't;
the test is effectiveness for this client.

8. Believe that success in client relationships is tied to the accumulation of
quality experiences. As a result, they seek out (rather than avoid) client
contact, and take personal risks with clients rather than avoid them.

9. Believe that both selling and serving are aspects of professionalism. Both are
about proving to clients that you are dedicated to helping them with their issues.

10. Believe that there is a distinction between business life and private life, but that
both are very personal. They recognize that refined skills in dealing with other
people are critical in business and in personal life; the two worlds are often more
alike than they are different, and for some, they overlap to an extraordinary extent.

Source: Adapted from D. Maister, C. Green and R. Galford: The trusted advisor (New York, The Free Press,
2000), p. 13.
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The benefits to the client of a trust-based relationship with a consultant are
obvious. In businessand management, it iscrucia to have colleaguesand partners
who can be trusted. The considerablerisksinvolved in choosing and employing
consultants are thus minimized. Trusted advisers can beinvolved in difficult and
delicateissuesand arelikely to be easily accessible. Their adviceisoften available
at short notice and will be provided informally if necessary. Conversely, clients
know that their trusted adviserswill not accept assignmentsfor which they do not
feel competent, and will not promise results that cannot be achieved.

3.4 Behavioural roles of the consultant

This section examines the concept of the consultant’s behavioura roles
(consulting modes), atopic that is very popular in the literature on consulting.
It describes, in a condensed form, the most typical and frequent consult-
ing behaviours, how consultants relate to clients, what inputs they make,
and in what way and how intensively clients participate. The roles assumed
depend on the situation, the client’s preferences and expectations, and the
consultant’s profile.

There is no shortage of descriptions and typologies of consulting roles. We
have found it useful to make a distinction between basic roles, which include
the resource and the process role, and a further refinement of the role concept,
in which many more roles or sub-roles can be visualized in order to facilitate
the understanding of the various intervention modes used in consulting.

Basic roles: the resource role and the process role

Intheresourcerole (also referred to asthe expert or content role), the consultant
helps the client by providing technical expertise and doing something for and
on behalf of the client: he or she supplies information, diagnoses the organ-
ization, undertakes a feasibility study, designs a new system, trains staff in a
new technique, recommends organizational and other changes, commentson a
new project envisaged by management, and the like.

Management collaborates with the resource consultant, but this collabor-
ation may be limited to providing information on request, discussing the
progress made, accepting or declining proposals, and asking for further advice
on implementation. Management does not expect the consultant to deal
extensively with the social and behavioural aspects of the change processin the
organization, even if the consultant is expected to be aware of these aspects.

In the process role, the consultant as an agent of change attempts to help
the organization solve its own problems by making it aware of organizational
processes, of their likely consequences, and of intervention techniques for
stimulating change. Instead of passing on technical knowledge and suggesting
solutions, the process consultant is primarily concerned with passing on his or
her approach, methods and values so that the client organization itself can
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Box 3.4 Why process consultation must be a part of every consultation

The essence of consultation, viewed in its most general sense, is to provide help
to a client. Help is often defined in the traditional consultation literature as advice
or counsel, generally in response to a question that the client asks. It has become
normal to further define such help as a set of recommendations to the client. It is
often argued that the consultant’s duties are finished when the recommendations
have been delivered, and it is up to the client to implement them. If the client does
not handle the implementation well, it is the fault of the client. The consultant has
collected his or her fee and it is the client’s problem from that point on.

What is wrong with this picture?

1. The client may not have adequately formulated the problem and hence the
consultant is working on the wrong thing.

2. The consultant may not have sufficient understanding of the personality of the
client or the culture of the organization to know whether or not a given set of
recommendations is implementable or not.

3. The consultant may not have established a trusting relationship with the client
and, therefore, may not be getting the information that would enable him or her
to understand the problem in sufficient depth to make workable
recommendations.

4. The problem may be of such a nature that the client must solve the problem
for him or herself because only the client knows ultimately what will work in his
or her organization.

5. The consultation process should train the client in diagnostic and problem-
solving skills, not merely provide a solution.

The only way to deal with these five issues is to begin any consultation with
“process consultation”, in which the primary goal is to establish a helping
relationship with the client such that the client and consultant become a team,
jointly sharing the diagnostic interventions and responsibility for whatever
interventions are implemented.

In this model the client continues to own the problem, but the consultant and
client as a team must recognize that figuring out what the problem is, what forces
are acting, and what one might do differently is a joint responsibility, not
something that the consultant should own. Such joint ownership also forces the
client to recognize from the outset that even bringing the consultant into the
organization is an intervention and that all so-called “data gathering” activities are
themselves major interventions in the organization.

Once the client and consultant have a working relationship in which they trust
each other and are working together, it is quite possible to give advice, to
confront, to argue, to convince, or whatever else seems appropriate, but the
consultation process cannot start out in that mode. Therefore, any consultation
must begin with building that helping relationship which is the essence of process
consultation.

Author: Edgar H.Schein.
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diagnose and remedy its own problems. In various descriptions of process
consulting, the organizational behaviour approach comes across loud and clear.

Expressed in simpler terms, while the resource consultant tries to suggest to
the client what to change, the process consultant suggests mainly how to change
and helps the client to go through the change process and deal with human and
other issues as they are identified and understood. Edgar Schein describes
process consultation as “the creation of a relationship with the client that
permits the client to perceive, understand and act on the process events that
occur in the client’s internal and external environment in order to improve the
situation as defined by the client”.3 According to Schein, “at the core of this
model isthe philosophy that the clients must be helped to remain proactive, in
the sense of retaining both the diagnostic and remedial initiative because only
they own the problemsidentified, only they know the true complexity of their
situation, and only they know what will work for them in the culture in which
they live” .4 While any consulting involves some collaboration with the client,
the process approach is a collaborative approach par excellence.

Choosing between the basic roles

Some years ago, “pure’ resource or expert consulting was quite common. In
today’s consulting practice, it tends to be used mainly in situations where the
client clearly wants to acquire and apply, in one way or another, specia
technical expertise, and does not want the consultant to become involved in
human problems and organizational change. In most situations, the resource and
process roles are combined in a complementary and mutually supportive way.
Thisispossible thanksto the increased competence of management consultants:
today even technical specialists intervening in arelatively narrow areatend to
have some training in the behavioura aspects of organizational change and of
consulting, and are keen to help in implementation. On the other hand, the
“pure’ behavioural scientists, thetraditional protagonists of process consulting,
have recognized that their ability to help in organizationa changewould remain
limited if they did not improve their understanding of technical, economic,
financial and other problems and processesin client organizations. Thus, more
and more consultants feel comfortable in both roles.

Nevertheless, there are situations, or phasesin assignments, where one or the
other approach predominates and is more effective. A consultant may start an
assignment in aresource role in order to become acquainted with key dataon the
client organization and demonstrate to the client that he fully understandswhat is
going on asan expert inthetechnical field concerned. Astime goeson, hemay act
more and more as a process consultant, involving the client in looking for solu-
tionslikely to make effective use of the client’s capabilities and to beinternalized
by the client. Hemay temporarily switch back to therole of resource consultant to
provide missing technical knowledge so that the process of change does not stop.

Conversely, other consultants emphasize that they would start every assign-
ment in the process modein order to ensure the client’s active involvement and
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develop afair understanding of the organization’s human problems right at the
beginning. “It is most necessary early in the encounter because it is the mode
most likely to reveal what the client really wants and what kind of helper
behaviour will, in fact, be helpful.”s They would then switch to other roles or
models when they feel that thisisthe right way to proceed.

In choosing a role, the consultant must never forget that it constitutes a
“communicating vessel” with the client’srole. Both the consultant and the client
should feel competent and comfortablein their respective roles and believe that
they have made the right choice. No one should try to use arole model that is
aliento hisor her nature and in which he or she will not be effective. The client
may be unaware of the various consulting roles, or may be used to a different
consulting style from previous projects. This should be discussed and clarified
as early as possible in an assignment.

3.5 Further refinement of the role concept

Reducing the various consulting processes to two basic roles or modes is a
simplification that is conceptually useful, but that disregards a number of
situational variables. For practica purposesit isinstructiveto visuaize agreater
number of consultative roles along a directive and non-directive continuum, as
suggested by Gordon and Ronald Lippitt andillustrated infigure 3.1. By directive
we mean behaviours where the consultant assumes a position of leadership,
initiates activity or tellsthe client what to do. In the non-directive role he or she
providesinformation for the client to use or not. Here again the situational roles
are not mutually exclusive and can manifest themselves in many ways in a
particular consultant—client relationship. The consultant may find it useful to play
two or more competible roles simultaneously or consecutively, switching from
role to role as the relationship evolves. These roles are “ spheres of influence”
rather than a static continuum of isolated behaviour. Let us examine the different
role choicesin responseto aclient’s needs.

Advocate

In an advocate role, the consultant endeavoursto influence the client. There are
two quite different types of advocacy:

« positional or “contact” advocacy tries to influence the client to choose
particular goods or solutions or to accept particular values;

« methodological advocacy tries to influence the client to become active
as problem-solver, and to use certain methods of problem-solving, but is
careful not to promote any particular solution (which would be positional
advocacy).

In this role, the behaviour of the consultant is derived from a “believer” or
“valuer” stance on content or a methodological matter.
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Technical expert

One of the roles adopted by any consultant is that of technical specialist or
expert. As mentioned above, the traditional role of a consultant is that of an
expert who uses special knowledge, skill and professional experienceto provide
a service to the client. The client is mainly responsible for defining the
objectives of the consultation. Thereafter the consultant assumesadirectiverole
until the client iscomfortable with the particular approach selected. Later inthe
relationship the consultant may act as a catalyst in helping to implement the
recommendations made. The consultant may be a resource (content) specialist
in the client’s problem, or a process specialist advising how to cope with a
problem and how to implement change. This particular role makes use of the
consultant’s substantive knowledge.

Trainer and educator

Innovative consultation frequently requires the consultant to carry out periodic
or continuous training and education within the client system. In this aspect of
the helping relationship, the consultant can suggest the most appropriate
learning process, depending upon the situation and the need. The consultant
may design learning experiences, or train or teach by imparting information and
knowledge directly. Thiswork requires the consultant to possess the skills of a
trainer and developer of others' potential.

Collaborator in problem-solving

The helping role assumed by the consultant uses a synergistic (cooperative)
approach to complement and collaborate with the client in the perceptual,
cognitive and action-taking processes needed to solve the problem. The con-
sultant hel psto maintain objectivity while stimulating conceptualization during
the formulation of the problem. Additionally, he or she must help to isolate and
define the dependent and independent variables that influenced the problem’s
cause, and will ultimately influence its solution. He or she also assists in
weighing alternatives, sorting out salient causal relationships that may affect
them, and synthesizing and developing a course of action for an effective
resolution. The consultant in thisroleisinvolved in decision-making as a peer.

Identifier of alternatives

There are direct costs associated with decision-making. While the value of a
decision isdependent upon the attainment of agiven set of objectives, in selecting
an appropriate solution to a problem the consultant can normally identify several

aternatives, along with their attendant risks. The alternatives, together with their
economic and other identifiableimplications, should be discoveredjointly by the
client and the consultant. In this helping relationship, the consultant establishes
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relevant criteriafor ng aternatives and devel ops cause—effect rel ationships
for each, along with an appropriate set of strategies. In this role, however, the
consultant is not a direct participant in decision-making, but a retriever of
appropriate aternatives facing the decision-maker.

Fact-finder

Fact-finding isanintegral part of any consulting assignment, both for developing
adatabase and for resolving intricate client problems. The consultant’s role may
even be confined to fact-finding. In thiscase he or shewill assist theclient system
by choosing the sources of data, using atechniquethat will get the client more or
lessinvolved in gathering and examining data, and presenting data to the client
inaway that will show where and why improvements are needed. In thisrolethe
consultant functions basically as aresearcher.

Process specialist

This is the “pure” process role as described in section 3.4. The consultant
focuses chiefly on the interpersonal and intergroup dynamics affecting the
process of problem-solving and change. He or she works on developing joint
client—consultant diagnostic skillsfor addressing specific and relevant problems
in order to focus on how things are done rather than on what tasks are
performed. Furthermore, the consultant helps the client to integrate inter-
personal and group skills and events with task-oriented activities, and to observe
the best match of relationships. In this role, an important function of the
consultant is to provide feedback.

Reflector

When operating in the mode of areflector, the consultant stimulates the client
to prepare and make decisions by asking reflective questions which may help
to clarify, modify or change a given situation. In doing so, the consultant may
be an arbitrator, an integrator or an emphatic respondent who experiences
jointly with the client those blocks that provided the structure and provoked the
situation initialy.

3.6 Methods of influencing the client system

Whether the consultant admitsit or not, he or she exercises persona influence on
the client system in adopting any one of the behavioural roles described in the
previous sections. The consultant has to influence people in order to obtain
information, gain confidence and respect, overcome passive resistance, enlist
collaboration, and get proposals accepted and implemented. This section will
therefore review some general methods of exercising personal influence.®
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Exercising personal influence on theclientisnot in conflict with aprofessional
approach. The consultant iscommitted to hel ping the client to achieve aparticular
purpose and this may beimpossible without influencing certain people. Theaim
should be to energize and activate the client in the client’s own interest, not to
manipulate theclient in theinterest of the consultant. Neverthel ess, the consultant
must realize that his or her influence on some people may be strong and that
exercising thisinfluence engages considerabletechnical and moral responsibility.
Thisisanimportant issue of consulting ethics (seea so Chapter 6). The consultant
will be able gradually to transfer this responsibility to the client by developing
the latter’s knowledge and problem-solving skills. This will help the client to
recognize when and in what sense he or she is being influenced, and reach a
judgement on whether there are aternatives.

Various methods are available, and it isdifficult to say in advance which one
will produce the desired effect. These methods reflect the fact that people's
attitudes and decisions have both rational and irrational (emotional) motives,
and experience is often the best guide in choosing and combining methods as
appropriate. In one case it may be enough to show the client afew meaningful
figures and he or she will immediately draw practical conclusions from them.
In another case the client may be so impressed by the consultant’s personality,
which inspires confidence, that he or she will blindly trust the advice received
without examining the rationale behind it. Conversely, clumsy and irritating
behaviour will make the client suspicious even if the consultant is absolutely
right in hisor her conclusions.

Demonstrating technical expertise

The consultant should consider whether he or she enters the client organization
as a technical expert enjoying prestige or, on the contrary, as someone totally
unknown. Demonstration of theoretical knowledge and practical expertiseappeals
mainly to technically oriented individuals who are themselves experts in the
consultant’s field. This can be donein informal discussions, such as by passing
on information on devel opments in theory, new techniques and equipment, and
successful firmsor projectsin which the consultant has been personally involved.
Technically impressive findings or proposals submitted by the consultant may
speak for themselves and influence the client’s stance.

Exhibiting professional integrity and sharing knowledge

The consultant’s behaviour at work is closely observed by the client, whose atti-
tude can be influenced by the way in which the consultant exhibits commitment,
integrity, a methodica approach and efficiency. These qualities can be demon-
strated at vari ous stages and aspects of the assignment —in showing self-discipline
and perseverancein fact-finding, demonstrating the ability to discover pitfallsabout
which the consultant was not informed by the client, persisting in looking for a
better technique, making rational use of time, handling delicate matters tactfully,
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and the like. A powerful effect can be achieved if people see that the consultant is
sharing knowledge and work methodswith them. A sophisticated client quickly rec-
ognizesaconsultant whoisunwilling or unableto shareknowledgeor iseventrying
to hide some knowledge (e.g. a decision analysis model) which obviously has an
important placein hisor her intervention and the advice provided to the client.

Demonstrating empathy with the client

Obtaining the client’s confidence is a condition of success in consulting. The
client needsto fedl that the consultant cares about and enjoysworking with him
or her, and wants to be as helpful as possible. The consultant’s interest in the
client’s concerns must be genuine and sincere. It must be expressed in deeds,
not in flattering words and promises. If the client feel sthat he or sheisregarded
and treated as just another income opportunity, the consultant’s impact will be
considerably weakened even if the proposals made are technically correct.

Using assertive persuasion

This widely applied method uses the force of logical argument to convince
other people that what you want them to do is the correct or most effective
actionto take. Asarule, new ideas or suggestions are put forward together with
arguments for and against, as the consultant presents facts or data to support a
position. The method is most effective when the consultant is perceived as
knowing what he or she is talking about and seen as relatively objective; the
consultant should also know enough about the other person’s situation to speak
to specific needs. However, assertive persuasion tends to be overused in
consulting and people often think of it as synonymous with influence.

Developing a common vision

A common vision is a shared picture of where you are headed, what you are
trying to accomplish, and why it would be worth while for others to help.
Articulating exciting possihilitiesincludes generating images of what thefuture
of the organization could be like if a particular course were followed. In
addition, the consultant can influence people by showing enthusiasm for what
isto be done and for where that action will take the client. The method tendsto
be more effective when the consultant must influence a number of people and
generate collective commitment to action. It does not work if it is not made clear
what people can actually do towards achieving the objective. Common vision
tendsto be the least utilized mode of influence in consulting.

Using participation and trust

This method implies recognizing and involving others by asking and giving
credit for their contributions and ideas, and building on what they propose. This
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is accompanied by sharing feelings and being open about one's own mistakes,
shortcomings and lack of knowledge. The purpose isto develop an atmosphere
of collaboration and co-responsibility for achieving a common goal. The other
people involved must believe that the consultant’s interest in participation and
mutual trust is genuine, and that collaboration is the best way to achieve the
desired results. Attempts at one-way influence and control should be avoided.
Participationisnaturally hard to achieve when it is not in the other people’sbest
interest to cooperate. This method is absolutely essential in collaborative
consulting styles that emphasize the client's active involvement and
“ownership” of the problem, as well as of the solutions representing the final
outcome of the assignment.

Using rewards and punishments

Consultants normally do not control the same kinds of rewards and punishments
as management in the client organization. Nevertheless, they can influence
people by giving or taking away from them something that seems desirable.
This could be a public acknowledgement (e.g. in a meeting) of a person’s
knowledge, achievement or exceptional contribution to the assignment.
Enhancing someone's self-esteem is a reward. Omitting to invite someoneto a
meeting that he or she would probably like to attend, or withholding some
information, could be a punishment. Rewards and punishments that do not
motivate people, that are out of proportion to the importance of the issue
involved, that are chosen arbitrarily, or that create hostile feelings are likely to
produce little or an undesirabl e effect and should be avoided.

Using tensions and anxieties

Although it is not always realized, tensions and anxieties do play a role in
consulting. Often, the very presence of the consultant creates tensions because
there are speculations about the hidden reasonsfor hisor her presence, and about
possible outcomes that could upset the status quo and affect the positions and
interests of individuals or groups. The tensions that exist in the organization can
be exploited in collecting information to obtain a true picture of the situation.
Interdepartmental competition can be used when choosing the unit in which to
start applying anew method in order to demonstrate its feasibility to other units.

In generating and strengthening desire for change, it may be useful to
explain what would happen to the organization and/or to the individua if the
necessary change were sabotaged or delayed, thus creating a state of anxiety. It
may be enough to produce data showing that the organization is aready or is
likely to bein trouble (see also section 4.4).

Here again, awrongly focused and excessive use of tensions and anxieties
will produce negative rather than positive effects. Also, the consultant must be
careful not to get entangled in internal power struggles and be perceived as an
instrument of one faction.
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3.7 Counselling and coaching as tools
of consulting

Counselling

Counsdlling is a method whereby individuals are helped to discover, under-
stand, face and resolve their own persona problems, which may be related to
education, health, employment, competence, career, relations with colleagues,
family relations and so on. Counselling is often thought of as an intervention
that is very different from management and business consulting. Yet there is
tremendous potential for using counselling asatool of consulting, especially in
helping individuals or groups to overcome personal difficulties and become
more effective as managers and entrepreneurs.

Counselling is necessarily a one-to-one relationship. In the case of small
businesses, the person and the business may even be one and the same. A
counsellor is consistently concerned in a very personal way with the problems
and opportunities facing a particular individual.

The counsellor’s aim should be to help his or her personal client rather than
the organization, if their interests do not coincide, and it is perfectly possible for
the person being counselled to decide to leave the organization or close down
the business as the result of an effective counselling process. However, amore
frequent and typical result of personal counselling isaclient who feels empow-
ered, more self-confident and more independent in pursuing personal objectives
and reconciling personal and organizational objectives. It may be not too much
of an exaggeration to suggest that the best evidence of an effective counselling
relationship iswhen the client denies that the counsellor has had any role at all
in the successful resolution of his or her difficulties.

An effective counsellor is above all agood listener. All too often managers
need most of al someone who will listen to them in an understanding way. They
may be afraid of the people who are above them in the hierarchy, while those
who are below them are afraid of them in their turn. In some organizations,
honest admission of confusion and uncertainty is regarded as a sign of
incompetence or weakness, and few managers are fortunate enough to have
friends outside the organization who have the time or the ability to listen to
them. A consultant who has been called in to what appears to be a traditional
consulting assignment may find himself or herself in the position of having to
be a counsellor to alonely and distressed person. It isimportant not to regard
time spent in this way as a distraction from the main business: it may well be
the most important contribution that an outsider can make.

Good listening initself is not as simple as it might appear, but thereis more
to counselling than sympathetic listening. A counsellor is clearly more of a
process facilitator than a specialist resource, whose task is to help the client to
think through his or her personal situation, difficulties, priorities, and options,
and the advantages and disadvantages of each, and then decideto act. Not only
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should the counsellor not propose solutions to the client, but he or she may not
even participate too actively in the process of problem identification. The
counsellor should rather help the client to identify his or her own problems, and
the solutions to them, by asking questions, listening, and being supportive and
encouraging. At the same time he or she must be scrupulously neutral in regard
to what the client decides to do, since the objective is to develop the client’s
ability to perform better in every way, and not merely to advise him or her what
to do in a given situation. The fundamental task of the counsellor is to help
clientsto think things through, to organize their own approach to thinking about
their work and perhapstheir life in general.

The counsellor must have a genuine desire to put himself or herself out of
business by enabling the client to perform effectively without further
counselling. Personal development of this sort obviously requiresvery different
skills and, possibly, a different order of responsibility from those normally
required of aconsultant. A counsellor may need no particular management skills
or experience, and such skills can even be a disadvantage, since he or she may
be tempted to make technical suggestions to the client rather than letting the
client come up with his or her own ideas. The client will be more likely to
expect such suggestions and be diffident about putting forward ideasif he or she
knows that the counsellor is an expert in the topic at hand.

Because the task is so personal, and so all-embracing, it is easy for coun-
selling sessions to evolveinto unstructured conversation. Like any consultancy,
counselling almost always involves a series of meetings, and it isimportant to
ensure that the client has a sense of progress from one session to another. One
way of doing thisis to conclude each session by agreeing on certain tasks that
the client, and perhaps the counsellor, will complete before the next session. It
isimportant not to allow assignments of thiskind to turninto instructionswhich
take the decision-making away from the client.

Finally, it is al too easy for the client to become dependent on his or her
counsellor. Thisisexactly what must not happen, since the objectiveisto enable
clients to be independent. A good counsellor must “move in” and establish a
trusting relationship with the client, so that he or she draws out the client’s
feelings and all the information that may be relevant, but the counsellor must
also learn how to “move out” and leave the client at the end of the process. At
the beginning it may seem difficult to create the necessary trust, but in the end
breaking away is often even more difficult. An effective counsellor is able to
do both.

Coaching

Some professional groups refer to “coaching”, by which they mean
individualized and non-directive assistance to people to discover and realize
their full potential, set and reach better goals, become more self-confident, and
overcome various personal problems and barriers to performance and achieve-
ment. The basic philosophy of coaching is very close to counselling.
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Box 3.5 The ICF on coaching and consulting

The International Coaching Federation defines coaching as a form of consulting.
However, coaches do not work on “issues” or tell people what to do. They help
clients to understand and enhance their potential, set personal and professional
goals, and move ahead in implementing them.

Expertise

Coaches are experts in the coaching process and may not have specific
knowledge of a given subject area or industry. Where coaches have expertise in
other areas, they may use it to facilitate the coaching process. Coaches do not
use this particular expertise to diagnose, direct, or design solutions for the client.

Relationship

Relationship is the foundation of coaching. The coach and client intentionally seek
to develop a relationship characterized by a growing and mutual appreciation and
respect for each other as individuals. This relationship is not an adjunct to or by-
product of the coaching, nor is it based on the client’s position or performance.

Use of information

In coaching, information drawn from the client is used by the coach to promote the
client’s awareness and choice of action. This information is not used to evaluate
performance or produce reports for anyone but the person being coached.

Scope

Coaching has the freedom and flexibility to address a wide variety of personal and
professional topics. In any given coaching relationship, coach and client alone
determine the scope of their work. Coaching is not necessarily restricted to a
narrowly defined issue nor is its scope determined in any other way.

Contribution to results

In coaching, any contribution the coach makes to producing the client’s desired
outcome is through ongoing interaction with the client. The coach’s role does not
include producing a contracted product or result outside of the coaching sessions.

Ongoing impact
Coaching is designed to provide clients with a greater capacity to produce results
and a greater confidence in their ability to do so. Clients should leave coaching
with a perception that they will be able to produce similar results in the future
without a coach.

Source: International Coaching Federation (www.coachfederation.org), visited on 19 Mar. 2002.

Box 3.5 contains the International Coaching Federation (ICF) definition of
the relationship between coaching and consulting. Coaching can be practised in
various ways by professional coaches, or by managers, supervisors, human
resource specialists, consultants and others who have acquired coaching skills
and are willing to act as coaches for their peers and junior colleagues.
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Consultants may coach either their clients or their colleagues within the
consulting firm. If a partner, team leader or practice leader acts as a coach, he
or she will obvioudly relate the coaching to the work context and focus on
helping colleagues to cope with various issues involved, such as stress, work
organization, tackling new tasks, dealing with clients, learning, knowledge-
sharing and collaboration within the team, professiona ethics, harmonizing
personal life and professional goals, and others. In any event, the purpose and
scope of coaching have to be agreed between the coach and colleagues or clients
who wish to be coached.”

1 R. Dawson: Developing knowledge-based client relationships. The future of professional
services (Boston, MA, Butterworth-Heinemann, 2000), pp. 208—-209. Thought-provoking reading
for consultants.

2D. Maister, C. Green and R. Galford: The trusted advisor (New York, The Free Press, 2000).
Essential reading for consultants! See aso I. H. Buchen: “The trusted advisor revealed”’, in
Consulting to Management, June 2001, pp. 35-37.

3 E. Schein: Process consultation revisited: Building the helping relationship (Reading, MA,
Addison-Wesley, 1999), p. 20.

41bid., p. 20.

51bid., p. 21.

6 The description of assertive persuasion, common vision, participation and trust, and rewards
and punishments is adapted from Chapter 8 in F. Steele: The role of the internal consultant:
Effective role shaping for staff positions (Boston, MA, CBI Publishing, 1982), which refersto a
model developed by R. Harrison and D. Berlew. See also T. E. Lambert: Power of influence:

Intensive influencing skills at work (People skills for professionals) (London, Nicholas Brealey,
1997).

7 See, for example, an online management and leadership consultancy programme
PracticeCoach® (www.practicecoach.com.ai/content/what.html), visited on 19 Mar. 2002.
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CONSULTING AND CHANGE 4

Change is the raison d étre of management consulting. If diverse consulting
assignments have any common characteristic, it is that they assist in planning
and implementing change in client organizations. In Chapter 1, organizational
change was mentioned as one of the fundamental and generic purposes of
consulting. Organizational change, however, is full of difficulties and pitfalls.
In managing change, consultants and clients tend to repeat the same mistakes.
Often the very behaviour of those who strive to make changes generates
resistance to change and brings the whole process to a standstill. The need for
change is recognized, yet there is no change. To avoid this, every management
consultant needs to be aware of the complex relationships involved in the
change process, and must know how to approach various change situations and
help people to cope with change.

This chapter is particularly important for understanding the nature and
methods of consulting and of the consultant—client relationship. Throughout
the chapter the consultant’s point of view and intervention methods will be
emphasized. However, they will be reviewed in the wider context of changes
occurring in society, in organizations and in individuals, and related to the
managers' rolesin initiating and managing organizational change. The chapter
provides some notions of the theory of organizational change, and also
practical guidelines for planning and implementing changes.

4.1 Understanding the nature of change

The concept of change implies that there is a perceptible difference in a
situation, a person, awork team, an organization or arelationship, between two
successive points in time. How does this difference occur, what are its causes,
and what does it mean to a manager or a consultant? To answer these and
similar questions, we will first look at the various levels and areas of change,
and at the relations between them.
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Environmental change

There is nothing new about change: it has always been a feature of the very
existence and history of the human race. Without change there is no life, and
human efforts to obtain better living conditions imply coping with change.
There is a new phenomenon, however: the unprecedented depth, complexity
and pace of technological, social and other changes occurring at present.
Today’s organizations operate in an environment that is continually changing.
The ability to adapt to changes in the environment has become a fundamental
condition of success and survival in business.

It is not the purpose of this chapter to analyse current development trends
or predict future changes in the business and social environment. Other
publications are available that attempt to do this from various angles. They
show that today the processes of change concern all aspects of human and
social life, both nationally and internationally.

In aparticular business or other organization, the practical question iswhat
to regard as its external environment. This question isincreasingly difficult to
answer. Often managers are totally perplexed when they redlize that their
organization can be affected by forces — economic, socia or political —which
they would previously never have considered when making business
decisions. Competition can come from sectors and countries that in the past
were never thought of as potential competitors. New sources of finance and
new ways of mobilizing resources for business development and restructuring
have required profound changes in corporate financial strategies. New
information and communication technologies have permitted many new ways
of doing business and running complex organizations that were unthinkable
with old technologies. Environmental considerations, increased mobility of
people and changing socia values have created new constraints and new
opportunities for decision—makers responsible for running business firms.

This is where management consultants can step in to render an invaluable
service to their clients. Making clients aware of the complexity and dynamics
of environmental changes and of new opportunities provided by them, and
helping them to react to these changes promptly and effectively, is currently
the most important and forward-looking area of management consulting.

Organizational change

Organizations are continually forced to adapt to the environment within
which they exist and operate, and to react to new environmental changes,
constraints, requirements and opportunities. But more than that, businesses
and other organizations also generate changes in their external environ-
ment, for example by developing and marketing new products and services
that capture a significant part of the market, launching and publicizing
products that will change consumer taste, or pioneering new technologies
that become dominant and change the shape of whole industrial and service
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sectors. Thus they modify the business environment, both nationally and
internationally.

Change can affect any aspect of an organization. It may involve productsand
services, technologies, systems, relationships, organizational culture, manage-
ment techniques and style, strategies pursued, competencies, performances, or
any other feature of a business. It can also involve the basic set-up of the
organization, including the nature and level of business, legal arrangements,
ownership, sources of finance, international operations and impact, diversi-
fication, and mergers and alliances with new partners.

Change in people

The human dimension of organizational changeisafundamental one. For itisthe
behaviour of the people in the organization — its managerial and technical staff,
and other workers — that ultimately determines what organizational changes can
be made and what real benefitswill be drawn from them. Businessfirmsand other
organizationsare human systemsaboveall. People must understand, and bewilling
and able to implement, changes that at first glance may appear purely techno-
logical or structural, and an exclusive province of higher management, but which
will affect theworking conditions, interests and satisfaction of many other people.

In coping with organizational change, people have to change, too: they must
acquire new knowledge, absorb information, tackle new tasks, upgrade their
skills, give up what they would prefer to preserve and, very often, modify their
work habits, values and attitudes to the way of doing thingsin the organization.

It is important to recognize that this requirement relates to everyone in an
organization, starting with the most senior manager. Those who want their
subordinates and colleagues to change must be prepared to assess and change
their own behaviour, work methods and attitudes. This is a golden rule of
organizational change.

But how do people change? What internal processes bring about behavioural
change? Many attempts have been made to describe the change process by
means of models, but none of these descriptions has been fully satisfactory.
Different people change in different ways, and every person has particular
features that influence his or her willingness and ability to change. The
influence of the culturein which aperson has grown up and lived is paramount,
aswill be explained in Chapter 5.

A useful concept of changein people was developed by Kurt Lewin.lltisa
three-stage sequential model, whose stages are referred to as “unfreezing”,
“changing” and “refreezing”.

Unfreezing postul ates a somewhat unsettling situation as it is assumed that
acertain amount of anxiety or dissatisfaction iscalled for —there must be aneed
to search for new information if learning is to take place. Conditions that
enhance the unfreezing process usually include a more than normal amount of
tension leading to a noticeable need for change — for example, an absence of
sources of information; removal of usual contacts and accustomed routines, and

87



Management consulting

alowering of self-esteem among people. In someinstances, these preconditions
for change are present before the consultant arrives on the scene. In other
instances, the need for change is not perceived and has to be explained if
unfreezing isto occur —for example, by making it clear what will happen if the
organization or the person does not change.

Changing, or moving towards change, is the central stage of the model, in
which both management and employees start practising new relationships,
methods and behaviours. The subprocesses of changing involve two elements:

— identification, where the people concerned test out the proposed change,
following the external motives presented to them (e.g. by management or a
consultant);

— internalization, where individuals translate the genera objectives and princi-
plesof changeinto specific personal goalsand rules; this process may be quite
difficult, usually requiring a considerable effort by the person concerned, and
agreat deal of patience, creativity and imagination on the part of the consult-
ant in assisting the change, to convert the external (general) motivestointernal
(specific and personal) motives for accepting the change proposed.

Refreezing occurs when the person concerned verifies change through
experience. The subprocesses involved require a conducive and supportive
environment (e.g. approval by responsible management) and are usually accom-
panied by a heightening of self-esteem as a result of a sense of achievement
derived from accomplishing a task. During the initial phases of the refreezing
stage it is recommended that the required behaviour should be continuously
reinforced by means of rewards, praise, and so on, to encourage and accelerate
thelearning process. Inthelater phases, intermittent or spaced reinforcement will
help to prevent extinction of the newly acquired behavioura patterns. Eventually
the new behaviour and attitudes are either internalized, or rejected and abandoned.

Changein aparticular person takes place at several levels: at the knowledge
level (information about change, understanding its rationale), the attitudes level
(accepting the need for change and a particular measure of change both rationally
and emotionally) and the behavioura level (acting in support of effective
implementation of change). Figure 4.1 shows four levels of change: (1) in
knowledge, (2) in attitude, (3) inindividual behaviour, and (4) in organizational
or group behaviour. Therelativelevelsof difficulty and timerelationship arealso
indicated inthe diagram. This, however, does not imply that change must aways
start at the lowest level and proceed to higher levels (see box 4.1).

Change in individuals within an organization is also directly affected by
changes in the external environment. This environment is not something that
“starts behind the factory gate”, but permeates the organization. People “ bring
the environment with them” and it stays with them when they come to work.
Thus, changes occurring in the environment of an organization may facilitate
or hamper change in people working within the organization. A frequent
problem is that of individuals who are simultaneously exposed to so much
change and stress, at work and in their social and family life, that they are not
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Figure 4.1 Time span and level of difficulty involved for various levels of

change
4 (high)
ORGANIZATIONAL OR GROUP BEHAVIOUR (4)
INDIVIDUAL BEHAVIOUR (3)
Difficulty
involved
ATTITUDES (2)
KNOWLEDGE (1)
(low)
(short) (long)
Time involved >

Source: R. Hersey and K. H. Blanchard: Management of organizational behavior (Englewood Cliffs, NJ, Prentice-Hall,
1972), p. 100.

Box 4.1 Which change comes first?

The relationship between the various change levels shown in figure 4.1 is an open
issue. Some behavioural scientists suggest that the best results will be obtained
if the sequence of changing knowledge — attitudes — individual behaviour — group
behaviour is fully respected. Others, for either conceptual or practical reasons, do
not subscribe to this sequence. Fonviella points out that “trying to change
behaviour by changing values and attitudes is unnecessarily indirect ... while
attitudes influence behaviour, behaviour influences attitudes”.! Following a study
of several organizational change programmes, Beer, Eisenstat and Spector
observe that “most change programmes do not work because they are guided by
a theory of change that is fundamentally flawed... The theory that changes in
attitudes lead to changes in individual behaviour, and that changes in individual
behaviour, repeated by many people, result in organizational change ... puts the
change process exactly backward”.2 They conclude that the most effective way
to change behaviour is to put people into a new organizational context, which
imposes new roles, responsibilities and relationships on them.

1W. Fonviella: “Behaviour vs. attitude: Which comesfirst in organizational change?’,
in Management Review (New York, American Management Association), Aug. 1984, p. 14.

2M. Beer, R. A. Eisenstat and B. Spector: “Why change programmes don’t produce
change”, in Harvard Business Review (Boston, MA), Nov.—Dec. 1990, p. 159.

able to cope and so break down. On the other hand, many environmental
changes, such as an increased penetration of new information and commun-
ication technologies into al areas of human life, greatly facilitate the changes
that have to be made within particular organizations.
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Resistance to change

People are remarkably adaptable, can cope with change and generally accept
it as a natural fact of life. Why, then, is change in people so often the bottle-
neck of organizational change? Why is “change” such a frightening word for
many people?

Peopleresist and try to avoid changesthat will leave them worse off interms
of job content, conditions of work, workload, income, relationships, personal
power-base, lifestyle and the like. This is understandable. But a great deal of
resistance may be met even if the proposed change is neutral, or beneficial to
the persons concerned. While there are many reasonsfor this, psychological and
other, the reasons listed in box 4.2 appear to be the most common.

Some of these causes of resistance to change stem from human nature.
However, often they are reinforced by life experience, e.g. by negative con-
sequences of past changes. People who have experienced a great dea of
unnecessary and frustrating change, such as frequent but usel ess reorgani zations
or hectic changes in marketing strategies, or who have been adversely affected
by changes presented to them as beneficial, tend to become suspicious about any
further changes. This is very important. Causes of trouble are often sought in
inherent resi stanceto change, although they lie elsewhere—for example, inwrong
choice of new technology, infailureto explain why changeisnecessary or in poor
coordination of various changeinterventions. In such cases, resistanceto change
isonly asymptom and therea problem is change management, which is hectic,
messy and insensitive to people's concerns and feelings.?

Therearedifferencesin the character of individuals sofar asattitudeto change
and the ability to copewith change are concerned. In section 4.3 we shall seethat
some people are natural allies of managers and consultants in preparing and
introducing changes in organizations. Unfortunately, but not surprisingly, those
who are in greatest need of change often resist it more than anybody else, and
require special attention and support. These may beindividual s (both workersand
managers), groups, organizations, or even whole communities.

Change is not an end in itself

Organizational change is not an end in itself. It is only a means of adjusting to
new conditions and sustaining or increasing competitiveness, performance and
effectiveness. If an organization can achieveits objectiveswithout disturbing the
established product and service lines, practices and relationships, there may be
no need for major changes, at least in the short term. Certain changes can bevery
costly (e.g. if asuccessful product is phased out and replaced by anew product
at the wrong moment). Some managers suffer from chronic “reorganization
disease”: they feel that to be seen as dynamic, they must periodically reorganize
their enterprise or department. Consultants sometimes|lack the couragetotell the
client that the best solution isto leave things asthey are, especialy if thework is
being donefor aclient whois obviously eager to make some spectacular changes.
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Box 4.2 Reasons for resistance to change

Lack of conviction that change is needed. If people are not properly informed
and the purpose of change is not explained to them, they are likely to view the
present situation as satisfactory and an effort to change as useless and
upsetting.

Dislike of imposed change. In general, people do not like to be treated as
passive objects. They resent changes that are imposed on them and about
which they cannot express any views.

Dislike of surprises. People do not want to be kept in the dark about any
change that is being prepared; organizational changes tend to be resented if they
come as a surprise.

Fear of the unknown. Basically, people do not like to live in uncertainty and may
prefer an imperfect present to an unknown and uncertain future.

Reluctance to deal with unpopular issues. Managers and other people often
try to avoid unpleasant reality and unpopular actions, even if they realize that
they will not be able to avoid them for ever.

Fear of inadequacy and failure. Many people worry about their ability to adjust
to change, and maintain and improve their performance in a new work situation.
Some of them may feel insecure, and doubt their ability to make a special effort
to learn new skills and attain new performance levels.

Disturbed practices, habits and relations. Following organizational change,
well-established and fully mastered practices and work habits may become
obsolete, and familiar relationships may be altered or totally destroyed. This can
lead to considerable frustration and unhappiness.

Lack of respect for and trust in the person promoting change. People are
suspicious about change proposed by a manager whom they do not trust and
respect, or by an external person whose competence and motives are not known
or understood.

In aworld where technological, social and other changes are occurring at an
unprecedented pace and frequency, people and organizations are in need not
only of change, but also of relative stability and continuity. Striking the right
balance between change and stability, and helping the client to maintain this
balance throughout the organization, is one of the vital tasks of the consultant.3

4.2 How organizations approach change

Unplanned or planned change?

It iscommon knowledge that in every organization agreat deal of evolutionary,
natural change occurs. A typical exampleisthe ageing of equipment and people,
which has both problematic aspects (e.g. the need to repair and replace
equipment, or to replace managers who have lost their dynamism and drive),
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Box 4.3 What is addressed in planning change?

Some typical questions addressed in planning change and choosing strategies of
organizational change are:

« What changes are occurring in the environment? What will be their
implications for our organization?

« What changes should we foresee in order to achieve our development
objectives, improve our performance, increase our share of the market, etc.?

« What undesirable changes will occur in the organization if we do not take
timely steps to prevent them?

« What sort of and how much change are we able to manage?

« What sort of and how much change will our people be able to absorb and
support? How should we help them to cope with change?

« Should we implement change in stages?

« What will be the relations between various changes that we intend to make?
How will they be coordinated?

« Where and how should the change process be initiated?

« How should we manage change? Do we need a consultant? What would be
this consultant’s role?

« What should be our time horizon and timetable for implementing change?

and positive aspects (technical and managerial competence acquired by years
of experience). While most of these changes cannot be kept under full control,
it is possible to take preventive measures for avoiding and/or mitigating the
negative consequences of evolutionary change.

A great deal of unplanned change is not of an evolutionary nature, but is a
fast reaction to a new situation. A manufacturing firm may be compelled by
competition to cut its prices, or a strike may force an organization to increase
wages. Such changes are adaptive or reactive. The organization has not planned
the change and, quite often, has not foreseen its necessity until very late. The
organization makes the change to avoid a crisis, or in order not to lose an
unexpected new opportunity that has just emerged.

Itisasign of poor management if the only changes that occur in an organi-
zation are inevitable and unplanned changes. Where this happens, it is a
demonstration of reluctance or inability to look ahead and prepare the
organization to react to future opportunities and constraints. While planning
cannot completely eliminate the need for unplanned changes, it helps the
organization to prepareitself for changesthat can be anticipated, and minimizes
the number of situations where hasty (and costly) changes have to be made in
an atmosphere of panic.

More than that, the planning of change enables the organization to be
proactive and “create the future”, e.g. to shape its environment and its own
profile and outperform competition by creating new products and services,
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influencing consumer taste and demand, restructuring the key organizational
processes before competition does so, and pushing for changes in the
regulatory environment.

The last question in box 4.3 is crucial. Both organizations and individuals
can absorb only alimited amount of change over a certain period of time, and
this absorptive capacity is different in different countries, organizations and
individuals. Conversely, delaying urgent changes can lead to crises and hopeless
situations. The pacing of change is therefore one of the main skills needed in
planning and implementing change.

Imposed or participative change?

In business practice, a great deal of change is decided and imposed on the
organization by management. After all, by acting in this way management
assumes its basic responsibility. However, change imposed from a position of
authority may cause unhappiness and resentment, in particular if the people
affected by such changes believe that they should have been consulted, or at
least informed well in advance and in a proper way.

If changeisinitiated from a position of power and imposed upon people, it
could be inherently volatile; it could disappear with remova of the power
source, or in the absence of appropriate punishments and sanctions. Yet we
cannot say that every imposed change is bad. There are emergency situations
where discussion is impossible and delaying a decision would be detrimental.
There are regulatory and administrative measures that will affect many people,
but that are of minor importance and do not justify long discussion and
consultation. Imposed change is considered to be more effective when dealing
with dependent rather than independent people. In general, the attitude to
imposed change is very much influenced by culture, education, access to
information, and the existence of aternatives.

A manager should think twice before deciding to impose achange. He or she
should do it only if firmly convinced that there is no aternative — if, for
example, he or she has been unable to gain the support of the group, yet feels
that change is inevitable. Still the manager should always take the trouble to
explain the reasons for choosing to impose a change.

People in different national and organizational cultures do not feel the same
way about change that is presented to them as an accomplished fact, and
imposed on them without prior discussion or consultation. However, the trend
towards participative change is ever more pronounced in most parts of the
world. People want to know what changes are being prepared, and to be able to
influence changes that concern them. Managers and administrators are
increasingly aware of this fundamental demand and react to it by adopting a
more participative approach to change.

A participative change process may be slower and more time-consuming and
costly than imposed change, but it is considered to be long lasting. It helps to
prevent resistance and generates commitment to change. In addition,
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participative change helps management to draw on people’s experience and
creativity, which isdifficult to do if change isimposed.

There are different levels and forms of participation in the change process,
depending on the nature and complexity of the change itself, on the maturity,
coherence and motivation of the group, and on the rel ationship between manage-
ment and employees (seebox 4.4). At thefirst level, the manager or the consultant
informs the staff concerned about the need for change and explains the specific
measuresthat are being prepared. At the second level, consultation and discussion
about change take place in the course of the change process — in identifying the
need for change, proposing the specific changesto be made and checking whether
people would react negatively to the measures proposed. Suggestions and
criticism are solicited and management may reconsider its plan for changeonthe
basisof these. At thethird level, management seeksthe active involvement of the
staff in planning and implementing change by inviting them to participate in
defining what to change and how to do it, and in putting the agreed changes into
effect. Thisisnormally donethrough workshops, task forces, special committees
and projects, staff meetings and other methods reviewed in section 4.5.

In many situations change requires negotiation. This takes place when two
or more individuals or groups discuss together the changes to be made and the
benefits and costs to the parties involved. This may lead to a compromise that
neither party considers to be an ideal solution by its own standards. However,
the probability of support by those concerned, and hence the probability of
implementing the agreement reached, will be much higher.

There are changes that require negotiation between management and the
representatives of employees, who may be trade union or other representatives.
Issues requiring nogotiation may be determined by law, through collective
bargaining, or by any other joint agreement, formal or informal. Managers and
consultants should be particularly alert to the desirability of a dialogue with
employees’ representatives, not only in cases explicitly stipulated by laws or
formal agreements, but alsoin preparing any changesthat may affect theinterests
of people in the organization and where employee support may be essential.

Freguent and sincere dialogue with employees and their representativesis
the best means for preventing organized large-scale resistance to change,
expressed through strikes and similar forms of protest against decisions taken
or planned by management. Clearly, resistance to change is not the only reason
for strikes. It is, however, a frequent reason, and it can often be traced back to
management’sfailureto consult and inform people, explain why change cannot
be avoided, seek alternative solutions, and implement change in ways that
minimize hardship to the people concerned.

Finaly, inthinking of participative approaches, the perspectiveisoften limited
to employee participation, direct or through their representatives. This perspective
may prove to be narrow and may missimportant inputs. It is useful to think of a
wider circle of “ stakeholders’, i.e. organizations and people having various stakes
in the organization in question. Customers are important stakeholders, and
learning from them in preparing important changes is essential. Other
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Box 4.4 Ten overlapping management styles, from no participation to
complete participation

(1) None: There is no participation or involvement. People express surprise if the
“boss” asks them a problem-solving question. People are paid to “work”, not
“think”. Managers “send down” decisions.

(2) Persuasive autocracy: There is some recognition that an effort to “sell” the
project or the solution has been considered and will be incorporated “if there
is time and money”.

(3) Consultative: Responsible managers ask people many questions and seek
to obtain as many ideas as possible, but establishing criteria, weightings and
details are left entirely to managers.

(4) Reactive control: The organizations involve others in measuring, comparing
and assessing the performance of a satisfactory system. Citizen groups,
regulatory boards, peer review, and so on, are means whereby participation
is obtained. Policy formulation matters arise only occasionally.

(5) Bargaining: More adversarial or at least structured formal involvement is
built into normal operations.

(6) Anticipatory control: The organization consciously scans the horizon to
become aware of possible future occurrences. Groups are allowed to report
intelligence that could indicate developments. They can also develop
alternatives for responding and “controlling” the future.

Joint determination: Although decisions are usually joint, there is a relatively
continuous interchange of ideas among those charged with the responsi-
bilities for operating a system and those working in it. Management operates
this way because it thinks it is desirable, and workers have no assurance of
its continuation. Most other stakeholders may not be included in the
participatory effort.

(8) Supportive collaboration: Efforts are likely to be more formalized, with some
decision responsibilities spelled out (for example, advisory group, citizens’
commissions).

(9) Permanent work groups: Employees and managers meet regularly (usually

during working hours) and seek to solve all types of problems that emerge in

any area of concern.

(10) Complete self-determination: A joint worker/management board of
directors or several joint groups share key decision-making responsibility
(budgets, new products, acquisition and divestiture, personnel policies and
practices, and so on).

—_
~
-~

Source: G. Nadler and S. Hibino: Breakthrough thinking: The seven principles of creative problem solving
(Rocklin, CA, Prima Publishing, 1994), pp. 283-284.

stakeholdersinclude people and authoritiesin the local community, suppliers of
equipment, systems and raw materials, banks and other providers of financial
services, and so on. Not only can they provide useful advice, but they are likely
to make contributions reflecting the nature and importance of their stakes.
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Managing the change process

Changerequiresleadership, and it is natural that this should be provided by the
managers who are principally responsible for running the organization. This
leadership is necessary even if an important role in the change process is
assigned to a consultant and if the approach taken is highly participative. 1
senior management shows no interest and the handling of particular changesis
relegated to lower management or a functional department, this signals to the
organization that management has other priorities and does not care much about
the changes that are being prepared.

It is, of course, understandable that management must deal both with
restructuring, reorganization, launching new products, mergers with other
companies and similar major change measures and processes, and with the
routine everyday activities of the organization. There may be competition for
scarce resources. some key people may be wanted both for preparing a major
change and for running current business. A consultant can be used to facilitate
the manager’s task, but not to manage change on the manager’s behalf.

This being said, management has to determine the specific change measures
requiring its leadership, and decide on the intensity and style of its direct
involvement. The complexity of the changes that are being prepared, and their
importance to the organization’s future, are key criteria. In alarge organization,
senior managers cannot be personally involved in al changes, but there arecertain
changes which they must manage personaly, or for which they must find a
suitable way, explicit or symbolic, of providing and demonstrating support.
Reinforcing messages from the leaders are akey stimulus in a change effort.

The style of leadership should be consistent with the organizationa culture,
the approach to change that has been chosen, the urgency of the changes to be
made and the sophistication of the people involved. Thus, a directive style of
leadership will be appropriatefor situations of urgency and arelatively unsophis-
ticated and inexperienced audience. In contrast, alow-profile del egating style can
beusedif responsibility can be given to followerswho understand the framework
within which the changes need to be planned and put into effect.4

The role of innovators and change agents

A change effort requiresa successful start. Making a correct decision about what
to change and assigning responsibilities are not enough. There must be people
who have critical and innovative minds, enjoy experimenting, can visualize the
future, believethat changeis possible, and influence others, not by talking about
change, but by demonstrating what can be achieved. These innovators, prime
movers, champions or intrapreneurs, as they are sometimes called, may bein
manageria jobs, but equally may be design engineers, marketing specialists,
project coordinators, experienced workers, supervisors, and others.
Organizations that are keen to change must encourage innovation, experi-
ments and entrepreneurship. To management this means not only tolerating
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departures from routine and tradition, and accepting that this entails some risk,
but deliberately employing innovators, giving them some freedom of action,
observing their work, and referring to their example in showing what the
organization is able to achieve.

Innovative and entrepreneurial individuals and teams often play a prominent
role in successful organizational change. They are the organization’s principal
change agents, and it is often in their units that change will start. Some of them
will become managers of new units responsible for new product lines or
services, coordinators of change projects, or trainers and internal consultants
helping other individuals and groups to make the necessary changes.

Therearetwo basic types of change agent: thosewhoseinterest isand remains
predominantly technical, and who may produce excellent technical ideaswithout
being ableto convert them into business opportunities; and those who are mainly
entrepreneurs and leaders, and can help to generate and implement changes that
require the active involvement of many people, individually or in groups.

A strategy for organizational change may rely entirely oninternal capabilities
and on managerial and specialist staff members who can play therole of change
agents. An alternative isto bring in a change agent from outside as a consultant.
This is an important managerial decision affecting the whole approach to the
change process. The consultant will not only be contributing technical compe-
tence and an aternative viewpoint, but, as we know, will be influencing, by his
or her presence and by action taken (or not taken), the behaviour of those
concerned in change. The consultant may well influence the behaviour of the very
person who hasinvited him or her. The main factorsto consider are:

« theconsultant’sprofile (knowledge, experienceand persondlity: heor shemust
be acceptable to and respected by people who are being hel ped to change);

« the mode of consulting to choose in order to assist change (as discussed in
Chapter 3, there are various modes; the question is, which modeislikely to
generate the desired effects in a particular human system).

Organizational culture supportive of change

It is easier to keep pace with environmental change and generate effective
changes from within if change has a prominent place in the organizational
culture and if it is not handled as something exceptional, requiring a special
campaign and special arrangementsin every single case.

High-technology companiesin el ectronics and other fields now operatein an
atmosphere of constant change, and people understand that this is a salient
characteristic of the sector with which they have to live. The required pace of
changein many other fieldsisnot ashigh. Every organization should definewhat
isthe necessary and optimum pace of changein its sector, and try to adopt it asa
common value shared by management and staff. Thishelpsto balance change and
stability, minimize hectic unplanned changes and avoid change for its own sake.

People should know what preoccupies management and where they should
focus efforts to improve individual and group performance, in order to avoid
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dispersion of resources and help the company where it most needs help.
However, every interesting idea should be examined, evenif itisnotin an area
defined as a priority.

To value change and meet the requirements of an organization where the pace
of changeishigh, peoplemust know that it paysto have apositiveattitudeto change
and congtantly to look for changes from which the organization can benefit.
Innovation and credtivity can be stimulated by financial rewards, public recog-
nition, promotions, making the job content moreinteresting, offering training and
self-devel opment opportunities, and so on. Conversely, people must beableto see
that it does not pay to be conservative and resist innovation and change.

The values, attitudes and collectively held norms that make up organ-
izational culture (see Chapter 5) develop over a number of years and, once
established, they are not easy to change. But it isnot impossible to influence and
eventually to change them. Therefore if organizational culture constitutes the
main obstacle to change, or if it does not stimulate change in an environment
that is rapidly changing, managers’ and consultants’ efforts may need to focus
on organizational culture first of all.

4.3 Gaining support for change

One of the principal messages of this chapter is that effective change needs the
support of the people involved. This can be a very complex matter. Managers
and consultants may feel uncertain about their ability to mobilize support for
the change envisaged. If errors are made by management, any existing support
may be lost and give way to resistance; to redress the situation may then be a
delicate task.

Inviting people to participate actively in a change effort at al its stagesis
generally auseful method for gaining support and reducing resistance. It helps
to create an atmospherein which people feel they arethe “owners’ of achange
proposal: the idea comes neither from the top, nor from an external person, but
from within the group. If things go wrong, the group does not seek a culprit
from outside, but takes responsibility, examines the causes and willingly helps
in redefining the proposals.

Drawing attention to the need for change

There are numerous methods of drawing the attention of individualsand groups
to the need for a change (see section 3.6, where various methods of influencing
the client system are discussed). However, two proven methods are of particular
interest to consultants.

The most effective manner of arousing immediate attention is by making
people anxious. In special cases the induction of a state of extreme anxiety is
undeniably effective —for example, abuilding will be cleared very promptly if
it is reported that a bomb has been placed in it. However, the continued use of
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the heightened anxiety approach tends to be self-defeating. Recipients
eventually ignore the threats, especidly if the alleged events do not occur.

Nevertheless, theinduction of alow level of anxiety isan effective attention-
arousing device which can be sustained over a long period. A particularly
successful combination is to use an anxiety state to draw attention to specific
needs (i.e. the unfreezing process described in section 4.1) and to follow up by
providing a solution that meets those needs.

The second method is called the two-step information process. The under-
lying ideais that change is effectively introduced and accepted as aresult of a
multiplier effect in the flow of information.

Research findings suggest that the people most likely to experiment and to
be influenced by new approaches possess certain characteristics. These
individuals, called “isolates’, are inclined to be highly technically oriented; to
read widely on their chosen subjects; to attend meetings and conferences
frequently; and to travel in order to investigate new schemes. They may be
considered by their group to be something akin to “cranks’, and are not likely
to influence other members of their workgroup directly.

Nevertheless, the activities of these technically oriented isolates are observed
by a second type of person who possesses characteristics similar to those of
isolates but who generally has less time available to experiment and test new
methods in any depth, usually owing to widespread interestsin other fields. This
second type of person, identified as an “ opinion-leader”, has considerable influ-
ence over the group, and even beyond it. In addition to acknowledged technical
expertise, thistype of person usually has considerable civic and socia standing.

Typicaly, in the adoption of new procedures, the new scheme is first
investigated, along with other possible choices, by theisolate and is eventually
chosen over other alternatives because of itstechnical superiority. The opinion-
leader then adopts the new idea once he or she is convinced that the isolate has
firmly decided on this new approach. Subsequently an “epidemic” phase erupts
as the followers of the opinion-leader also adopt the new approach. Therefore,
when introducing change astrong case can usually be made for emphasizing the
highly technical aspects of the new approach in order to attract and convince
both the isolates and the opinion-leaders who, under normal circumstances,
should assist in influencing and convincing the other members of the group.

Getting support for specific proposals

Once the audience’s attention has been aroused, and interest created in seeking
change, then comes the time to develop a desire for the change proposal. In
presenting information to support the selection of agiven proposal in preference
to alternative schemes, it is often useful to mention some negative aspects of the
proposed scheme in addition to the more beneficia ones. Similarly, the positive
and negative aspects of existing or aternative schemes should also be presented.
Thistechnique of explaining all aspects of the case under review isreferred to as
an “inoculation” effect; it weakens any objectionslikely to arise at alater date.
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An effective manner of presenting information in support of proposa B,
which isintended to displace proposal A, isto employ the following sequence:

(1) present a complete listing of all the positive and beneficial aspects of
proposal B;

(2) mention the obvious drawbacks associated with proposal B;

(3) describe a comprehensive listing of the deficiencies of proposal A;

(4) indicate the most pertinent positive features of proposal A.

The manager or the consultant should then draw conclusions as to why
proposal B should be chosen by listing the benefits to be accrued (i.e. service
provided), the effectiveness of the new proposal (i.e. technical and economic
superiority) and, if applicable, instances where such aproposal hasaready been
successfully employed.

Personality composition of the audience

Maintaining control of a gathering or crowd of people is difficult at the best of
times. When dealing with individuals or small groups, there are sometimes
opportunities to use group members as enhancers of the change process.
Individuals who are poised, confident and have a certain amount of self-esteem
are often able to influence others who lack these characteristics. In turn,
individuals with relatively high self-esteem appear to be more influenced by
information containing optimistic rather than pessimistic or negative conno-
tations. The consultant should enlist support for the change process from people
with high self-esteem by drawing attention to likely optimistic results. These
people are then in a position to support the consultant’s proposals to the group.

The informal communication network

Communications on ahighly topical issue appear to produce a greater and more
rapid change in attitude in an audience when the information is “accidentally
overheard”, or leaked through informal communication networks than when
delivered through forma channels. Rumours, which flourish in the absence of
formal communications, are usually confined to informal channels (“the
grapevine”) and can often be countered by appropriate use of the same network.
Even afundamental piece of information, such as a statement that the future of
aparticular programme or unit is highly uncertain, may affect peopl€'s attitudes
moreif spread informally than if officially issued by management. Occasionally,
both formal and informal channel s should be combined to reinforce the message.

Handling objections to change

An essential skill for managing and assisting change is the ability to handle
objections. Broadly speaking, objectors can be classified as “sharpeners’ or
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“levellers’. Sharpeners include those people who ask specific, detailed
guestions concerning the change process. They tend to be genuine objectors
who want to be convinced that the change proposal isjustified, and are respon-
sive to logical argument. Levellers are those who generalize and broaden the
issue under review. They areusually difficult to convince asthey are often more
interested in the form of their objections than in the content.

Objections and resistance to change can be expressed in many different
ways. Non-verbal messages, such as gestures, facial expressions, or repeated
attempts to avoid discussing the issue with the manager or the consultant, may
be significant and tell more than words. In general, whenever a manager or a
consultant senses that people object to the change proposed, he or she should
help those concerned to express their doubts or apprehensions. The objections
should be analysed: they may point to weaknesses of the proposed scheme,
show that not enough information was given to people affected by the change,
reflect an aversion to the manager’s or the consultant’s behaviour, or express
fear or resistance that will need to be dealt with.

When the consultant hasto handl e specific objections, itismore useful to repeat
the objection, put it inwriting if appropriate, break it down into component parts,
and treat each component as a separate entity rather than attempt to deal with the
problem as a whole. It is recommended to commence with the items on which
agreement ismost likely to be reached and move later to the items causing most
disagreement. The consultant should frequently takethe opportunity to recapitul ate,
and to refer to partsof the original objection onwhich agreement hasa ready been
reached, before continuing with new points. Should atotal impasse bereached on
anissue, it may be helpful to reword the disagreement in objectiveterms, sincethe
objector may have used highly emotional words originally.

If a point is reached when the consultant does not have the appropriate
information to hand, this should be readily admitted and the objector advised
that theinformation will be obtained and transmitted to him or her at alater date.
The consultant should not fail to do this.

4.4 Managing conflict

When objections to change become a matter of intergroup conflict, different
problems requiring special treatment may arise. This may happen if agroup is
to give up its activity or work method to adopt one practised by another group.
If agroup seesitself asthreatened, there will be aclosing of the ranks and more
cohesive action, and the group will become more tolerant of authoritative rule
by itschosen leaders. Hostility to other groupsislikely to arise, especidly if the
situation is perceived as a“win-ose” encounter. Communication will become
distorted and difficult, aseach group will be prepared to admit only the positive
aspects of its own argument and the negative aspects of the “enemy’s’.

Basic strategies to reduce intergroup conflict (box 4.5) include the establish-
ment of goals upon which both groups can agree in order to restore genuine
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Box 4.5 How to manage conflict

In planning and implementing change, interpersonal or intergroup conflict may
develop for a number of reasons:

e poor communication;

« disagreement on objectives and results to be pursued;
« disagreement on intervention methods used;

« differences over the pace of change;

« resistance to change;

« fear of losing influence and power;

« competition for resources;

« non-respect of commitments;

« refusal to cooperate;

« personality and culture clashes;

« poor performance and inefficiency.

The principal methods of resolving interpersonal conflict were summarized by
Gordon Lippitt in the following terms:

Withdrawal: retreating from an actual or potential conflict situation.

Smoothing: emphasizing areas of agreement and de-emphasizing areas of
difference.

Compromising: searching for solutions that bring some degree of satisfaction
to the conflicting parties.

Forcing: exerting one’s viewpoint at the potential expense of another — often
open competition and win-lose situation.

Confrontation: addressing a disagreement directly and in a problem-solving
mode — the affected parties work through their disagreement.

As a rule, it is advisable to depersonalize conflict by ensuring that the
disputants do not sit in judgement over each other, and to focus the conflict on
the basic issue by concentrating disagreement on factual grounds. Withdrawal
avoids the issue, but the solution may be only provisional; it may be used as a
temporary strategy to buy time or allow the parties to cool off. Forcing uses
authority and power and can cause considerable resentment; it may be necessary
in extreme cases where agreement obviously cannot be reached amicably.
Smoothing may not address the real issue, but permits the change process to
continue at least in areas of agreement. Compromising helps to avoid conflict, but
tends to yield less than optimum results. Confrontation is generally regarded as
most effective, owing to its problem-solving approach involving an objective
examination of available alternatives and a search for an agreement on the best
alternative. Finally, adopting an attitude of one side winning and the other side
losing is like pouring gasoline on the fire of conflict.

Source: Gordon Lippitt: Organizational renewal (Englewood Cliffs, NJ, Prentice-Hall, 1982),
pp. 151-155.
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intergroup communication. It may be useful to identify acommon “enemy” —thus
setting a superordinate goal. Emphasis should be placed on common needs and
goalsof different groups. If possible, areward system which encourages effective
communication should be introduced. Groups should take part in humerous
activitieslikely to increase empathy and mutual understanding.

4.5 Structural arrangements and interventions for
assisting change

Since the manager bears the main responsibility for managing changein his or
her organization or unit, he or she may decide to take charge of a specific change
effort personaly, involving direct collaborators and other staff members as
necessary. In many cases, no specia structural arrangements are made, and the
manager and the staff work out and implement change proposals while
simultaneously handling their other duties.

In the practical life of organizations, however, the use of special structural
arrangements and intervention techniques for handling change may be
required for certain specific reasons:

(2) The regular organizational structure may be fully oriented towards current
business and could not cope with any additional tasks, for technical reasons
or owing to a high workload.

(2) Rigidity, conservatism and resistance to change may be strongly rooted in
the existing structure, and it would be unrealistic to expect the structure to
generate or manage any substantive change.

(3) In certain cases it is desirable to introduce change in steps, or to test it on a
limited scale before making afinal decision.

(4) In many cases, management has to look for a suitable formula that is easy
to understand and will involve a number of individuals and/or groupsin a
change effort (possibly including staff from different organizational units),
clearly establish acase for change, reveal objections and risks, develop and
compare alternative solutions, and mobilize support for the solution that will
be chosen.

Thereisawiderange of structural arrangements and intervention techniques
for managing and facilitating the change efforts of individuals, groups and
whole organizations. This section will review some commonly used
arrangements and techniques which can be applied for various purposes and at
various stages of the change process.

Many of the techniques for assisting change are derived from behavioural
science, and focus on changes in attitudes, values, and individual or group
behaviour. However, in recent decades we have witnessed a shift in the
technology of planned change. This technology has moved from an emphasis
on team-building, intergroup relations and the like to an emphasis on diagnostic

103



Management consulting

and action-planning processes for coping with the total organization and its
environment, designing methodsfor organizational diagnosis, and implementing
comprehensive programmes for business restructuring and transformation (see
also Chapter 22). Essentially, there has been a growing understanding of the fact
that aone-sided approach, asfostered by some behavioural scientistsin the past,
haslimitationsand should giveway to acomprehensive view of the organization,
embracing al organizational factors and subsystems as well astheir interaction
with the environment.5

The experience of companiesthat have successfully completed challenging
change programmes demonstrates the desirability of combining “soft” tech-
niques for stimulating and assisting change (based essentially on a behavioural
science approach and aiming to improve peopl€’s attitudes to change and enlist
their active participation) with “hard” techniques (aimed at ensuring effective
problem identification, needs assessment, sequencing, coordination, resource
alocation, quality control, follow-up, and other measures, without which
even the best-intended and fully participative change effort can turn into total
confusion).

The current panoply of approaches, methods and techniques for assisting
organizational changeisimpressive. Many consultants have specific variants
or packages of the “classical” change management and performance
improvement approaches and techniques: some of these variants are not
described in the literature and are available only to clients as proprietary
techniques. In other cases, the technique used isacommon one, but is presented
under a different name. If a consultant proposes to use a specific and not very
well-known technique, the client may wish to ask what is unique in the
proposed technique and how it relates to the basic and commonly known
techniques. In fact, the consultant should take the initiative and give such an
explanation when proposing the method to the client.

This chapter is confined to a short review of selected and fairly well-known
techniques. For more detail ed study, the reader may wish to refer to specialized
sources on change management, project management, organizational
development, process consulting, or organizational behaviour and psychology.
Change management approaches and techniques are also discussed in other
parts of this book, especialy in Chapters 3, 8, 9, 10, 20 and 22.

Structural arrangements

Structural arrangements are used to provide a suitable (often temporary) organ-
izational setting for a particular change project or effort, and for use of other
change management methods.

Special projects and assignments. Thisis a very popular form. A person
or unit within the existing structure is given an additional special task as a
temporary assignment. He or she may be given some additional resources for
this purpose if existing resources within the current structure are insufficient.
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For mobilizing extra resources and taking decisions that are beyond his or her
authority, the project manager or coordinator would, of course, turn to the
general manager. Thisis, in fact, atransitional arrangement between a normal
and a specia structure.

Temporary groups. Task forces, working parties and other similar tempo-
rary groups are frequently used, either at one stage of the change process (e.g.
to establish the need for change, gather new ideas, determine priorities or
develop aternatives), or for planning and coordinating the whole process. The
group should pursue a clearly defined purpose.

Selecting the members of atemporary group isan extremely important step.
They should be people who can and want to do something about the problem
that is the focus of the change. Often they will come from different organ-
izational units, in particular if change efforts focus on processes that cut across
boundaries between units. The group should not be too large and its members
must have timeto participate in group work. Task forces often fail because they
are composed of extremely busy people who give priority to running current
business before thinking about future change. They also fail if they are
dominated by individuals who use their formal authority to impose their views
on the group.

Thanks to modern telecommunication technologies, task forces and other
temporary groups can also work effectively in geographically dispersed and
multinational organizations. Expensive and exhausting travel can be replaced
by email, teleconferencing and other distance communication, reserving face-
to-face meetings for situations where it is absolutely necessary.

The group should also have a defined life. One possibility is to use the
“sunset calendar” —that is, at a predetermined point the group will ceaseto exist
unless there is a management decision to continue it. This may reduce the
possibility of the group slowly disintegrating as more and more members absent
themselves from meetings.

The group may use a convener. This could be the consultant or somebody
designated by management, after discussion with the consultant. The convener
is not necessarily the chairperson of the group, but is the person who gets it
moving initially. The group may decide that it does not want a regular
chairperson and might rotate the role.

Asfar as possible, the expected output of the group should be specified. It
should bear adirect relationship to the problem and be amenable to review.

M eetings. Mestings or workshops, which are used for many purposes, can
also be designed to bring about and manage change. The focus of the meeting,
asanintervention in support of change, isto enable variousindividualsto work
on the problem face to face. The form of the meeting must be consistent with
the organization’s culture: where autocratic management prevails and people
know that their views are not likely to be taken into account, a meeting to
discuss change will achieve very little.
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It isimportant that the manager or consultant involved should establish the
appropriate climate. This may mean that the meeting hasto be held on “ neutral
ground”, so that none of the parties has any territorial advantage. The role that
the consultant will play during the meeting should be clarified as early as
possible. That role, essentidly, is as facilitator and process observer. The
consultant has the advantage of being external, and his or her comments can
prevent the group from falling into the trap of complaining about current
difficulties without trying to come up with any practical suggestions for
improvement. It is also possible to hold meetings without the consultant. When
this is to be done, it is even more important that the relative roles and expec-
tations of all those attending should be made clear prior to the meeting.

Experiments. Experiments are used to test achange process or itsresultson
alimited scale, e.g. in one or two organizational units, or over ashort time, say
several months. For example, flexible working hours or a new bonus scheme
may first be applied on an experimental basisin selected departments.

A true experiment involves pre- and post-test control. Two or more units or
groups are used, which have the same or very similar characteristics (this may
be difficult to achieve and prove scientifically). Data are collected about both
groups. A change isthen madein one group (experimental group) but not in the
other (control group). Once the change has been made, further observations are
made and data collected. The data collected in both groups before and after the
change are compared. However, as the famous Hawthorne experiments
illustrated, it is possible in a field experiment that some other variable is
influencing performance.t

Pilot projects. A pilot project may be used to check on a limited scale
whether a new scheme — perhaps involving considerable and costly tech-
nological, organizational or social change — is feasible, and whether
adjustmentswill be necessary before the schemeisintroduced on alarger scale.
A great deal of information can be drawn from aproperly prepared and properly
monitored pilot project, and in thisway the risks involved in an important new
scheme are minimized.

In drawing conclusions from the evaluation of pilot projects, certain
mistakes are commonly made. In order to demonstrate that the proposed change
is justified and feasible, both managers and consultants tend to pay special
attention to pilot projects (e.g. by assigning the best people to it, intensifying
guidance and control, or providing better maintenance services). The pilot
project is thus not executed under normal conditions, but under exceptionally
favourable ones. Furthermore, it is assumed that the conditions under which a
pilot project is undertaken can be replicated for alarger programme. Often this
is not possible, for a number of reasons. For example, the organization may be
unable to provide support services of the same quality to alarge-scale activity.
Hence, assessment of a successful pilot project should include an unbiased
review of the conditions under which it succeeded.
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New organizational units. New units may be established if management
has made up its mind to go ahead with a change measure (e.g. to develop and
start marketing a new service) and decides that adequate resources and
facilities must be fully assigned to it from the outset. As arule, this would be
done if the need for change has been well documented, and the importance of
the change envisaged justifies an underutilization of resources which may well
occur when the unit is first established.

Christensen and Overdorf? emphasize that providing extra resources by
establishing or acquiring a new organization may be a powerful instrument for
coping with organizational inertia and resistance to change. It is often easier to
provide new resources than to change established processes and cultura
values. For example, to create new capabilites for accelerating and facilitating
change, a consultant might advise management to:

o cCreate new organizational structures in which new processes can be
devel oped;

« establish an independent organization to develop the new processes and
values required to solve the new problem;

« acquire another organization whose processes and values closely match the
requirements of the new task.

Organization development (OD) techniques

Described below are some examples of techniquesoriginally used by behavioura
scientists in organization development (OD) approaches and programmes.
As mentioned above, these techniques are now generally applied in combin-
ation with other techniques, or within comprehensive change management
programmes.

Team-building. Thisintervention is used frequently. Indeed, there are those
who contend that it has been overused and abused. In part, the tendency to use
this intervention is rooted in the early days of process consultation. Coming
from group dynamics, the T-group approach and the sensitivity movement, it is
based on an assumption that the fundamental factor in changing individual and
organizational behaviour isto get people working together in groups. Whilethis
isimportant, it is by no means the only, or even the chief, type of intervention
that should be considered. As with any other intervention, it should be used
based on the diagnosed need.

Whilethereare many variations, the team-buil ding approach essentialy focuses
on how the team functions, rather than on the content area of theteam. Slowly and
carefully, the problem or task isintroduced into the situation, after work on inter-
personal relationships hasindicated that the climate is appropriate for moving on.

Team-building is not a one-off activity, although some consultants treat it
that way. In many organizations, there is a recurring need to engage in team-
building activities.
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Confrontation. Within most organizations, thereisgenerally competition for
limited resources. There may be times when an organization appears to have
accessto unlimited resources, but these periods do not usually last long. External
influencesimpose limitations and restrictions. Ignoring internal competition for
resources merely forcesvarious organi zational membersand unitsto deviseways
to defeat other elements of the organization. There is thus a need for some kind
of confrontation, where individuals must face each other and take action. It can
result either in compromise (win—win), or in a situation where one unit or
individual wins pointsat the expense of the other (win- ose). Confrontationisnot
necessarily negative— it depends on how individuals deal with it.

Confrontation meetings normally employ a structured approach in which
selected staff are exposed to: (1) historical and conceptual ideas about change
and organizations; (2) preparation of alist of significant problem areasin their
own organization or unit; (3) classification of stated problems into categories,
(4) development of plans of action to remedy problems; (5) comparison of the
action proposals developed; and (6) planning for implementation.

There are cultures where confrontation is seen as negative, and where it is
considered impolite and countercultural to force an individual into decision-
making. This does not mean that decisions are not made, but they are not made
through confrontation. The level of economic devel opment haslittle to do with
thisaspect of cultural behaviour, which can befound in countries such as Japan
and Malaysia. The consultant must also determine whether there are some
situations in which confrontation is inadvisable or inappropriate.

When a decision needs to be made in anon-confronting culture, the consult-
ant can bring about the needed confrontation as an intervention. He or she must
dothisvery cautiously. One approach isto useathird party —that is, the confront-
ing groups or individuals in the organization do not meet face to face. Instead,
the consultant engagesin what issometimes called “ shuttle diplomacy”. Thiscan
work effectively asthe entry phase of aconfrontation intervention, with the plan
that the parties will actually meet at alater phase. In other situations, the entire
confrontation may be dealt with indirectly.

Feedback. Feeding back data on individua, group and organizational
performance can help to bring about change in individual or group behaviour.
It is very important to provide feedback. Research and experience tell us that
without feedback, data on behaviour and performance may be meaningless.
Particularly when an attitude survey isused, it isimportant that the participants
in the survey receive an analysis of the data that they have provided.

The process of feedback must be handled cautiously, because raw data are
frequently misunderstood. Also the analysis may prove critical or damaging to
someindividuals, and in such asituation the results can be anticipated. Obvioudly,
those individuals will attempt to block any movement towards change.

On a positive note, feedback can be extremely helpful. Many people in an
organization do not receive sufficient feedback to enable them to assesstheir own
performance or the performance of the organization as awhole. The consultant
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should plan carefully, so that there will not be an information overload. Care
should be taken with both the process and the content of the feedback.

Coaching and counselling. Commonly used interventions to assist change
are coaching and counselling (see also section 3.7). They are often used in
process consultation where an individual seekshelpinimproving hisor her own
performance or interpersonal relationships. The basic method is for the
consultant to observe and review individual performance, listen to the client,
provide feedback on problems or behavioural patternsthat hinder effectiveness
and inhibit change, and help theindividual to gain self-confidence, acquire new
knowledge and skills and change behaviour as required by the changing nature
of the job and the organization.

Training and developing people

Training and development of managers and staff can be a powerful technique
for change.

« Management workshops, both external and in-house, can be used to sen-
sitize managers and staff to the need for change, to environmental trends and
opportunities, to various options available to their organization and to them
as individuals, or to performance and other standards already reached
elsewhere. Experience has shown that managers can learn a great deal at
workshops where other managers describe and discuss specific experiences
with organizational change.

« Training can help people to develop the skills and abilities to cope with
change effectively, such as diagnostic and problem-solving techniques,
planning, project management and eval uation techniques, or communication
and group-work skills.

« Tailor-made and paced training can assist the change process at its various
stages by providing missing technical information and skills, thus helping
managers and staff to proceed to the next step, and overcoming fear and
resistance caused by lack of knowledge or of self-confidence.

« Training of “internal” change agents increases the pool of those on whom
management can rely in planning and assisting programmes of organi-
zationa change.

Training in support of organizational change can be provided by
professional trainers, external or in-house, by management and OD consultants,
or by the managers who are in charge of particular change programmes. The
participants themselves can make significant inputs, for example by defining
their needs in a participative mode, or engaging in action-learning programmes
asdiscussed below. Training can be both formal and informal. The key objective
isto facilitate the learning of concepts and skillsthat are necessary and directly
applicable to an ongoing change programme.
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In the current context of rapid technological, social and other changes,
training and learning are more than useful change techniques: organizations
where learning does not enjoy a prominent placefind it increasingly difficult to
keep track of significant trendsin business and its environment, and to maintain
the necessary level of competence in their managers and staff.

Action lear ning. Action learning, pioneered by Reg Revans, isbased onthe
assumption that managers learn best by solving real problems either in their
own or in other organizations, and by exchanging relevant experience with
other managers. The problems tackled must be meaningful and important to the
organization concerned and should involve both technical and human aspects.
Emphasisis placed on implementation —that is, on the most difficult part of the
change process. Exchange of experience with other managersinvolvedin action
learning is organized as a regular part of the programme. If necessary, the
participants a so receive technical assistance —missing information is supplied
or expert advice is given on the approach taken. The ultimate objective is to
achieve changes both in individual skills and attitudes, and in organizational
practices and performance.

L earning organization. The “learning organization” concept (see section
18.6 for a detailed discussion) aimsto link and integrate training and learning
with change processes that have a significant impact on company strategy and
performance. Emphasisis put on creating favourable conditions and incentives
for continuous individual learning and on innovation in training and self-
development. To turnindividual learning effortsinto “ organizational learning”,
various techniques and approaches are used to share and disseminate the results
of individual learning, learn in teams, enhance managerial responsibility for
training and learning, combine the processes of learning with organizational
change processes and use learning to achieve a competitive advantage.

Organizational diagnosis and problem-solving techniques

Thereisawide range of such techniques, known under avariety of names. Their
main advantageisthat they help managers and consultantsto apply asystematic
and methodical approach, making sure that important factors, relationships or
steps are not omitted and symptoms not mistaken for their causes. In aconsulting
project, the diagnostic phase and the action-planning phase (see Chapters 8 and
9) can a so serve asanintervention for making peopleaware of the need to change,
involving them in identifying and analysing problems and opportunities, and
developing proposals that meet the organization’s needs and objectives.

Campaign-type, action-oriented change programmes

A campaign-type, action-oriented programme isamajor organized and planned
change effort over a defined period of time to tackle a significant practical
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problem, mobilizing fairly large teams and often requiring considerable
resources. The intervention has to last long enough for bottom-line results to
become visible or striking. Feedback on results achieved has to be provided
with a view to maintaining interest in the programme and adjusting the
approach as appropriate. Also, missing information, skills, equipment and
materials have to be made availabl e as necessary. Examples of problemstackled
include total business performance, corporate strategy, labour productivity,
product and service quality, energy consumption, waste, and accident
prevention. Asarule, agreat deal is at stake in such programmes and demands
on programme management and methodology are high. Several techniques for
implementing such programmes are described in Chapter 22 on consulting in
company transformation.

Choosing among intervention techniques

Only rarely will one particular technique or approach be appropriate at al stages
of achange process. In many situations, managers and consultants have to use
avariety of interventions, simultaneously or successively.

A competent consultant will be flexible in choosing intervention and
change-assisting techniques, combining several interventions as appropriate
and switching to anew technique if the originally chosen technique appears to
be ineffective. In some instances, it may even be more effective not to choose
atechnique at an early stage of the process.8 Choosing awrong technique at the
outset of the change process can rapidly create a great deal of disenchantment
and miss the target; obstinately continuing to use the technique although it is
obvioudly causing more harm than good is atrap to be avoided.

Two criteria are more important than any other in choosing an intervention
technique or structural arrangement:

(2) It should ideally be compatible with the organizational culture; if it is not,
great care should be taken to explain why the technique had to be chosen and
how it will be used; the technique may need to be adapted during its use.

(2) The consultant and the managers responsible for the change programme
should feel comfortable with the technique and be able to use it effectively.

It is knowledge and practice of skills in choosing an appropriate approach
and employing it in a life situation that set the consultant apart from the
theoretician. The techniques may be acquired in part by studying research
findings and publications, but, above al, they will be mastered and fine-tuned
by experience.

1 An American socia psychologist, whose main writings on change date from the 1940s and
1950s. See, e.g., K. Lewin: Field theory in social science (New York, Harper, 1951).

2SeedsoR. Keganand L. Laskow Lahey: “Therea reason peoplewon’'t change”, in Harvard
Business Review, Oct. 2001, pp. 85-92.
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3 Seedso S. Wetlaufer: “The business case against revolution: An interview with Nestl€'s Peter
Brabeck”, in Harvard Business Review, Feb. 2001, pp. 113-119.

4 See also the discussion of situational leadership in P. Hersey and K. Blanchard: Management
of organizational behavior (Englewood Cliffs, NJ, Prentice-Hall, 1982), Ch. 7.

5R. Beckhard and R. T. Harris. Organizational transition: Managing complex change
(Reading, MA, Addison-Wesley, 1977), p. 5.

6 The Hawthorne experiments were seminal studies carried out in the 1920s on the effects of
illumination and other working conditions on productivity.

7 See C. M. Christensen and M. Overdorf: “Meeting the challenge of disruptive change”, in
Harvard Business Review, March-April 2000, p. 67.

8 Beckhard and Harris, op. cit., p. 44.
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CONSULTING AND CULTURE 5

In helping clients to plan and implement change, the consultant needs to be
aware of the power of culture. Culture is normally defined as a system of
collectively shared values, beliefs, traditions and behavioural norms. “ Culture
is the collective programming of the human mind that distinguishes the
members of one human group from those of another group. Culture, in this
sense, is a system of collectively held values.”1 Or, in the words of the French
mathematician and philosopher Blaise Pascal, “there are truths on this side of
the Pyrenees that are falsehoods on the other”.

Culture hasitsrootsin the basic conditions of human life, including material
conditions, the natural environment, climate, and ways in which people earn
their living, and in the historical experience of human communities which
includes interaction with other countries and cultures. People develop a culture
that helps them to cope with their environment and maintain the cohesion and
identity of the community in interacting with other communities. In developing
countries, in particular in rural areas, traditional cultures reflect the people’s
poverty and respect for the forces of nature. Culture tends to be deeply rooted
in peopl€e's hearts and minds, and cannot be easily changed.

5.1 Understanding and respecting culture

The problem with culture is that although it is omnipresent and its influence
on the functioning of organizations and societiesis very strong, it is difficult
to identify and grasp, since it is nowhere precisely described. It includes
taboos — values that people respect, but about which they do not normally
talk and sometimes resent talking. Individuals and communities may be
unaware of their culture because they have not learned it as a structured
subject or a technical skill. Values and beliefs that make up culture evolve
over generations, are transmitted from generation to generation, and are
normally acquired unconsciously, early in peopl€e’s lives — in the family, at
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Box 5.1 What do we mean by culture?

Culture is composed of many elements, which may be classified in four
categories: symbols, heroes, rituals and values.

Symbols are words, objects and gestures that derive their meaning from
convention. At the level of national cultures, symbols include the entire area of
language. At the level of organizational culture, symbols include abbreviations,
slang, modes of address, dress codes and status symbols, all recognized by
insiders only.

Heroes are real or imaginary people, dead or alive, who serve as models of
behaviour within a culture. Selection processes are often based on hero models
of “the ideal employee” or “the ideal manager”. Founders of organizations
sometimes become mythical heroes later, and incredible deeds may be ascribed
to them.

Rituals are collective activities that are technically superfluous but, within a
particular culture, socially essential. In organizations they include not only
celebrations but also many formal activities defended on apparently rational
grounds: meetings, the writing of memos, and planning systems, plus the
informal ways in which these activities are performed: who can afford to be late
at what meeting, who speaks to whom, and so on.

Values represent the deepest level of culture. They are broad feelings, often
unconscious and not open to discussion, about what is good and what is bad,
clean or dirty, beautiful or ugly, rational or irrational, normal or abnormal, natural
or paradoxical, decent or indecent. These feelings are present in the majority of
the members of the culture, or at least in those who occupy pivotal positions.

Author: Geert Hofstede.

school, through religious education, at work and by socializing with other
members of the community.

A management consultant faces the same problem. His or her personality
and value system have been moulded by the culture in which he or she has
grown up, worked and socialized. Yet the consultant may be unaware of it. For
as“thelast thing that afish will discover iswater”, often culture will be the last
thing that a management consultant, otherwise an outstanding expert in a
particular technical field, will discover.

Being culture-conscious

In management consulting, a concern for culture is as important as a concern
for the specific technical problem for which the consultant was brought in.
But what can consultants do to be sure that they are culture-conscious and
that neither their behaviour nor their suggestions clash with the organizational
culture?
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To be culture-sensitive, a management consultant does not have to be a
sociologist or an anthropol ogist. Some knowledge of culture can be gained by
reading about and discussing cultural issueswith other people. Genuineinterest
in the meaning of culture and in different cultures provides a good background
for understanding and correctly interpreting a particular cultural context.

However, thisis only thefirst step. Like any other person, a consultant who
has never lived and operated in a culture different from his own will find it
difficult to perceive and understand the full meaning and power of another
culture, and therole of various factorsthat may be unknown in hisown culture.
Only people who have been in contact with a different culture for some
time can understand not only that culture but also their own. Social and
working contacts with other cultures provide us with a mirror in which we see
our own culture.

Being culture-tolerant

Culture is very important to people. Their preference for fundamental
cultural values is emotional, not rational. They may even regard certain social
norms and traditions as eternal and sacrosanct. In contrast, a management
consultant may regard the same norms as anachronistic and irrational. There
may be a grain of truth in the consultant’s view, since cultures may well
include values that, for instance, perpetuate social inequalities or inhibit
development. Nevertheless, cultures reflect centuries of society’s experience
and help people to cope with life. Respect for different cultures and
tolerance of their values and beliefs are therefore essential qualities of a good
consultant.

In their attitude to other cultures, consultants are inevitably strongly influ-
enced by their own culture. Tolerance towards other cultures, religions and
ethnic groupsis a cultural characteristic, too: some cultures are highly tolerant
of different cultural values, while others are less so. A consultant who has been
moulded by arelatively intolerant cultural environment should be particularly
cautious when working in other cultures.

5.2 Levels of culture

National culture

The term “national culture” is used to define the values, beliefs, behavioural
norms, habits and traditions that characterize human society in a particular
country. In an ethnically and linguistically homogeneous country, there may be
one national culture, but in many countries there are severa distinct cultures.
The question is, do these cultures mix with each other, cohabit peacefully and
tolerate each other, or do they make coexistence within one country and the
functioning of the economy difficult?
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Box 5.2 Cultural factors affecting management

The following aspects of national cultures tend to be reflected in management
structures and practices:

« the distribution of social roles and the status assigned to them;

« the criteria of success and achievement in economic and social life;
« respect for age and seniority;

« the role of traditional authorities and community leaders;

« democratic versus autocratic traditions;

« individualism versus collectivism;

« spiritual versus material values;

« responsibility and loyalty to family, community and ethnic group;

« socialization and communication patterns;

« the acceptability and the form of feedback, appraisal and criticism;
« religion, its importance in social life and its impact on economic activity;
« attitudes to other cultures, religions, ethnic groups, minorities;

« attitudes to social, technological and other changes;

« the conception of time.

An important cultural phenomenon is the existence of minorities and their
relationship to other ethnic groups within society. Often minorities make a
specia effort to preservetheir particular culturein order to protect their identity
and ensure survival within an environment where a majority culture dominates
and tends to alter or even oppress minority cultures. Certain minorities possess
attitudes, skills, historical experience and material meansthat have hel ped them
to be extremely successful in business. Theimplications of this arewell known
in many countries. Thus, while sensitivity to cultural differencesis essential in
international consulting, a consultant operating within his or her own country
also needs to be aware of cultural differences.

Another increasingly important factor is the growing mobility of people
between countries and cultures. In many countriesthe workforceisinternational
and so may be the management team in the client company. People coming from
other cultures bring their cultural values and habits with them. They are also
influenced by the culture of their country of residence, and the result is an
interesting and sometimes peculiar mix.

We would be hard pressed to review here all the factors embraced by the
concept of national (or local) culture. It would be even more difficult to point
to all the differences between cultures of which a consultant needs to be aware
because they may be related to the work assignment. The spectrum of cultural
values, norms and rituals can be extremely wide and can concern any aspect of
human, economic and social life. Some cultural factors affecting management
arelisted in box 5.2.
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Language plays aprominent rolein culture. Cultural concepts are described
inwords, the meaning of many wordsis culture-bound and languageisavehicle
for the functioning and interaction of cultures. Non-verbal expressions and
gestures are also culture-bound and may be very important. Non-verbal
communication is more difficult to control consciously than verbal commun-
ication and tends therefore to be more trustworthy. Some cultures (e.g. North
American) attach more importance to what is said, while in other cultures (e.g.
Asian) it is essentia to understand non-verba messages.

National cultures are unique, but they are not totally different and closed
systems. There are similarities between cultures for reasons such as common
language or religion. Long-term interaction of cultures (e.g. between
neighbouring countries or during domination of one country by another) also
influences culture. In some developing countries, the social groups most
exposed to the culture of the former colonial power (e.g. administrators,
intellectuals and the business community) tended to adopt some of its values
and behavioural patterns. Thus, strong influences of French culture can be
observed in French-speaking Africa, while influences of Dutch culture are still
present in Indonesia. Cultural changes occur in many countries under the
influence of growing material wealth, better general education, expansion of
contacts with different cultures and other factors.

There is agrowing interest in exploring the role played by national culture
in the economic performance and development of particular countries. For
many decades, North American culture has been widely regarded as a major
factor in the dynamism, competitiveness and achievement of American
businesses. At the present time, managers al over the world are keen to get a
deeper insight into Japanese national culture (box 5.3).

Professional culture

Professional culture is one shared by individuals who belong to the same
profession, e.g. lawyers, medical doctors, civil engineersor accountants. Itisvery
much related to job content and to therole that the members of the profession play
in society. It is influenced by professional education and training and tends to
exhibit common characteristics across organizational and national boundaries.
One of the objectives of professional associationsand societiesisto preserveand
develop professional culture. Ethical values promoted by professional
associations tend to become a part of this culture.

The understanding of professional culture may help a management consult-
ant to establish constructive relations with clients and other professionals in
foreign countries. It is useful to be informed about the background of managers
and staff in a client organization and know, for example, from which
universities they graduated. Some members of a client organization (e.g.
accountants, internal consultants, training managers) may share common
professional values with the consultant: this may be of particular help in
penetrating the problems of local culture.
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Box 5.3 Japanese culture and management consulting

Japanese culture, which is a historical growth of indigenous culture with the
medieval influence of Chinese culture and the modern influence of Western
culture, notably of Western European nations after the Meiji Restoration and
American culture after the Second World War, has created a unique approach to
management. Two of its key characteristics have strongly influenced business
management in Japan.

Group orientation. The values, attitudes and behaviour of managers and
workers are oriented towards the interest of the group to which they belong. The
basic principle is that the collective interest of the group must be served best. In
the Japanese context, the nation and the company are the two groups with which
both managers and employees identify most closely.

Long-term orientation. Japanese managers and workers view their work, as
well as their life in general, from a long-term perspective and act accordingly. Time
is money to them, too, primarily in the sense that the more time is spent on a plan
for an activity, the greater the result of its implementation is likely to be. Typically,
a Japanese employee makes work decisions in the expectation of a lifetime career
with the organization where he or she is employed.

Only those management techniques — be they for decision-making, problem-
solving, leadership, motivation, communication, negotiation or change - that
match these two characteristics of Japanese culture have been successfully
transferred from Western culture. It was these two characteristics that acted as
especially strong obstacles to the change that Japanese managers and
employees needed to espouse to meet the challenges of the new world order
which emerged in the 1990s.

The enormous changes generated by the new economy, characterized by
globalization, the telecommunications revolution and deregulation, demand new
qualities that have not previously been prominent in Japanese values and
practices, specifically flexibility, speed, creativity and individual initiative. This is
requiring fundamental cultural change, going far beyond mere cultural adaptation.
The development has generated serious problems, collectively called “the lost
decade”, which could not be addressed by Japanese managers and workers in
the traditional way. Going outside their own companies, they are increasingly
calling for assistance from consultants, who as outsiders have conventionally
been retained primarily for their operational expertise such as production control
and sales management. In the current situation, they are being retained to help
clients solve critical structural and strategic issues, enabling them to accomplish
transformation to the new economy.

A universal challenge for management consultants across Japan now is to
facilitate and accelerate the transformation not only technically but also culturally.
They must do this by fostering the development of those values, attitudes and
behaviour that, while still rooted in the history of the nation, assimilate the relevant
elements of the best-practice models of today’s world.

Author: Eiji Mizutani.
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Organizational culture

Organizations, too, tend to have their specific culture: amix of values, attitudes,
norms, habits, traditions, behaviours and ritualsthat, in their totality, are unique
to the given organization (box 5.4). Some organizations are well aware of their
culture and regard it as a powerful strategic tool, used to orient all units and
individual s towards common goals, mobilize employee initiative, ensureloyalty
and facilitate communication. They aim at creating a culture of their own and
making sure that all employees understand it and adhereto it.2

Organizational cultures, or micro-cultures, reflect national culture first of
all. But they aso include other values and norms. Research has provided
some insight into the organizational cultures of leading corporationsin various
countries. It has shown that many companies that have been outstanding
performers over a long time exhibit a strong corporate culture. In many
multinational corporations, the parent company’s culture has considerable
bearing on the cultural norms and behaviour of subsidiariesin other countries.
This leads to an interesting mix of cultures in the case of foreign subsidiaries,
where theinfluence of local national cultureis combined with that of the parent
company’s culture. The strong personalities of the founders and of certain top
managers also influence organizational culture even in very large and complex
corporations.

The hidden dimensions of organizational culture tend to surface during
company mergers and takeovers, which in many casesfail to produce expected
results often because management is unable to harmonize the different cultures.

Many organizations develop a specialized vocabulary and a wide range of
symbols and rituals that staff members have to use and respect to avoid being
regarded as outsiders by their colleagues.

A management consultant needs to learn about the organizational culture as
early aspossiblein the assignment if he or she does not want to be perceived as
a stranger who does not know how things are normally done in the client
organization and whose presence is therefore an irritation. But there is another
much more important reason for this: the client organization’s culture may be
one of the causes, or even the principal cause, of the problems for which the
consultant was brought in. Even if changes in organizational culture are not
explicitly stated among the objectives of the assignment, the consultant may
have to deal with them and recommend changes.

Changing organizational culture may be a difficult and painful exercise,
especialy if it is necessary to change the values of the founders and leaders,
and habits and practices that have become collective and have been widely
established. Changes in leadership and management styles, and re-education,
may be required. However, it has been pointed out that “organizationa
cultures reside at a more superficial level of programming than the things
learned previoudly in the family and at school”.3 Changing organizational
cultureis atask of top management, but the consultant’s catalytic input can be
essential.
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Box 5.4 Cultural values and norms in organizations

Within organizations, specific cultural values and behavioural norms may
concern, for example:

the organization’s mission and image (high technology; superior quality;
pride in being a sector leader; dedication to the service ethos; customer
satisfaction; innovative spirit; entrepreneurial drive);

seniority and authority (authority inherent in position or person; respect for
seniority and authority; seniority as a criterion of authority);

the relative importance of different management positions and functions
(authority of personnel department; importance of different vice-presidents’
positions; respective roles and authority of operations and marketing);

the treatment of people (concern for people and their needs; equitable
treatment or favouritism; privileges; respect for individual rights; training and
development opportunities; lifetime careers; fairness in remuneration; how
people are motivated);

the role of women in management and other jobs (acceptance of women
for positions of authority; jobs either unavailable or reserved for women;
respect for women managers; equal treatment; special facilities);

selection criteria for managerial and supervisory positions (seniority
versus performance; priority for selection from within; political, ethnic,
nationality and other criteria; influence of informal groups);

work organization and discipline (voluntary versus imposed discipline;
punctuality; use of time clocks; flexibility in changing roles at work; use of new
forms of work organization);

management and leadership style (paternalism; authoritative, consultative
or participative style; use of committees and task forces; providing personal
example; style flexibility and adaptability);

decision-making processes (who decides; who has to be consulted;
individual or collective decision-making; need to reach consensus);
circulation and sharing of information (employees amply or poorly
informed; information readily shared or not);

communication patterns (preference for oral or written communication;
rigidity or flexibility in using established channels; importance attached to
formal aspects; accessibility of higher management; use of meetings; who is
invited to which meetings; established behaviour in the conduct of meetings);
socialization patterns (who socializes with whom during and after work;
existing barriers and inhibitions; special facilities such as separate dining-
rooms or reserved clubs);

ways of handling conflict (desire to avoid conflict and to compromise;
preference for informal or formal ways; involvement of higher management);
performance evaluation (substantive or formalistic; confidential or public; by
whom carried out; how results used);

identification with the organization (manager and staff adherence to
company objectives and policies; loyalty and integrity; esprit de corps;
enjoying working in the organization).
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The consulting firm’s culture

The characteristics of organizational cultures are present in consulting firms, as
in any other organization. Their cultures encompass values and norms
concerning awide range of issues including consulting methods and practices,
commitment to clients, responsibilities and rights of junior and senior
consultants, career progression, transfer of know-how to clients, the application
of a code of ethics, and many others. Thus, a consulting firm's culture is a
unigue mix of organizational, professional and national cultural factors. It is
essential to beaware of it, in particular if thereisany risk of incompatibility and
clash with aclient’s culture.

5.3 Facing culture in consulting assignments

The consultant’s behaviour

A great deal of useful guidance is available on how consultants should behave
when operating in other cultures. Most of it concernsinterpersonal relationsand
manners. For example, it is good to get advice on:

« how to dress;

« how to dea with people;

o punctuality;

« when and how to start discussing business;

« Wwritten and/or oral communication with the client;
« formal and informal interpersonal relations;

« the use of go-betweens,

« display or restraint of emotions;

« What language and terms to use;

« taboos.

Such things are relatively easy to learn and remember. Also, these daysitis
helpful that more and more clients are becoming tolerant of other cultures. Your
client may know that afirst contact with an American consultant will be quite
different from a contact with a Japanese consultant. However, there is no
guarantee that your particular client is“culturaly literate” and culture-tolerant.
It istherefore wiseto find out beforehand how he or she expects a professional
adviser to behave.

However important, questions such as whether to use first names and what
topics must not be openly discussed represent only the tip of the iceberg in
the cross-cultural consultant—client relationship. The less visible and more
profound aspects of this relationship concern such issues as power and role
distribution, decision-making, confrontation and consensusin problem-solving,
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use of teamwork, consultation with employees, religious beliefs and practices,
and any criteria whereby management will judge the consultant’s work and
suggestions.

Some consultants feel that they must try to identify themselves with a
foreign culture, behaving as the client behaves (“When in Rome do as the
Romans do”), and sharing the client’s values and beliefsin order to understand
hisor her environment and render an effective service. Thismay beimpossible,
and even undesirable, to achieve. It implies no longer being authentic and
genuine, thus abandoning key behavioural characteristics of a professional
consultant. Understanding and respecting other peopl€e's culture does not imply
giving up one’s own.

How to explore cultural issues

The consultant has to use all his or her experience and talent to learn about the
cultural factors that may be relevant to the assignment. In some cases, direct
guestions on what values prevail, how things are normally done and what
pitfals to avoid will be perfectly acceptable, in particular if the client is
personally aware of the differences between cultures. In other cases, tactful and
patient observation of the client’s behaviour may produce an answer. A great
deal can be learned by mixing with people and observing how they act and
socialize, what symbols they use and what rituals they observe.

Discussions of cultural issues should be friendly and informal; formal and
structured interviews are not well suited for dealing with culture. Judgement
should be suspended until the consultant has learned more. Also, the consultant
should try not to be nervous and uneasy in a new situation that appears
ambiguous. To detect and overcome cultural barriers, it may be useful to team
up with aninternal consultant or another member of the client organization who
is prepared to help.

A study of the client company’s history can be revealing. The roots of
present corporate culture may be far back in the past —in the personality of the
founder, in past successes or failures, in the growth pattern (e.g. many
acquisitions or frequent changes of owners), and the like.

Establishing a climate of trust

We have dready emphasized that it is important to establish as early as
possible a climate of trust among al the parties in the consultant—client
relationship. This can be difficult since in some cultures it is not desirable to
trust an outsider. One way of looking at these relations is by comparing high-
context and low-context societies.

In a high-context society, relationships are based on friendship, family ties
and knowing each other well. The context, the total situation, is essentia
to building relationships. The formation of these relationships happens
quite slowly and includes many rituals or rites of passage. This can include
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eating certain kinds of food, or engaging in various social activities unrelated
to work.

In a low-context society, the relationship is generaly spelled out in a
written contract. The client wishes to obtain a precisely defined piece of
technical work and may not care much about the total relationship with the
consultant. What is not in the contract is not part of the relationship. Of course,
there are subtle forms of interaction even in a low-context society. Generally,
however, the relationship is built first on the written document; the building of
trust follows.

Itispossibleto develop trust in most cultures, but in someit takestime. This
need for time should be recognized and built into the plan of the assignment.
Also, the concept of high- and low-context societies is a developing one. The
consultant should be careful about applying it to an entire country or an entire
people, since there are individual variations.

Criteria of rationality

In working for a client, a management consultant aims to find and recommend
solutions that are in the client’s interest. To justify the proposed measures to
himself and to the client, a consultant applies criteria that are rationa by his
standards. For example, he may apply economic effectiveness asacriterion and
judge various aternatives by their impact on the productivity and financia
performance of the organization. He may use cost/benefit analysis and return on
investment as the main assessment techniques.

Yet the concept of rationality is culture-bound. Even in Western industrial
economies, where the notions of efficiency, competitivenessand profitability have
not only an economic but also astrong cultural connotation, economic rationality
per seis not always the only or main criterion applied by top management in
evaluating aternative decisions. Personal, cultural, social or political pref-
erences may prevail. The desire to maintain the status quo, fear of the unknown,
the company owner’s socia image, or reluctance to make changes affecting
collectively shared values, may eventually determine top management's choice
even in a European or North American enterprise. In several Asian countries,
certain cultural values tend to be applied as criteria of rationality: to preserve
harmony, to avoid dismissing employees, to maintain status differences and to
respect fedlings about ethnic groups may be seen asmorerationa than to optimize
performancein strictly economic and financial terms.

Transferring management practices

Management consultants use their past experience in working with present
clients. Thisinvolvestransferring management practices from one organi zation
or country to another organizational or national environment. Other items could
be substituted for “management practices’ . We could al so speak about manage-
ment techniques, technol ogies, methods, expertise, systems, concepts, patterns,
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approaches, and the like, but the question remains the same: to what extent
and under what circumstances are management practices transferable?

There are factors whose influence on the choice of management techniques
is evident — for example, the nature of the product, the technology used, the
technical skills of the employees or the size of the organization. The influence
of cultureis more subtle and not so easy to perceive, but experience has shown
that it tends to be very strong.

Some management techniques are value laden. They were devel oped for use
inaparticular culture and reflect its value systems and behavioural norms. They
concern the human side of organizations. individual and group interests,
interpersona and intergroup relations, motivation and control of human
behaviour. The possibility of transferring these techniques has to be carefully
examined in each case. A value-laden technique may be difficult or impossible
to transfer. Remuneration techniques stimulating individual performance rather
than collective solidarity fail in collectivist societies; high wage differentials may
not be acceptable in an egalitarian society; organization development methods
based on confrontation cannot be used where harmony and conflict avoidance are
strongly valued; problem-solving approaches built on democratic values are
difficult to apply inatraditionally autocratic culture; matrix organization does not
work effectively in cultures where peopl e prefer the unity of command and want
to receive orders from one single higher authority. Examples of failures caused
by a mechanistic transfer of value-laden techniques are abundant.

Some other techniques were developed in response to organizational
characteristics such as the nature and complexity of the production process, or
the amount of datato be recorded and analysed; that isto say, they concern the
technological, economic and financial side of organizations. Such techniques
arerelatively value neutral and their transfer across culturesisasimpler matter.
However, while a technique per se may appear value-neutral, its application
creates a new situation that may be value laden. A production control or
maintenance scheduling technique required by the technology used may
conflict with the workers beliefs and habits concerning punctuality, work
organization and discipline, justified absence from work, accuracy and
reliability of records, and the like. Every organization is unique, and the
combined effects of national and organizational cultures are key factors of
this unigueness. Thus a seemingly universal and value neutral management
technique may have to be modified to fit a different cultural context, or it may
even be more appropriate to develop a new technique.

Culture and change

Values and beliefs concerning change have a prominent place in culture.
Generally speaking, modernistic and optimistic cultures regard change as
healthy; without it, business cannot flourish and society prosper. Cultures
dominated by traditionalism value the status quo, stability and reverence
for the past. They are suspicious about change and may perceive it as
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disturbing and subversive even if, in the consultant’s professional view,
the need for change is self-evident. To realize and appreciate this may be
particularly difficult for a consultant who has been used to working with
dynamic clients, keen to apply quickly any changes from which the company
can derive benefits.

The presence of cultural factorsimpeding or retarding change does not imply
that changeisimpossible. Even the most conservativeindividualsand groupsare
able to reconcile themselves to change if they realize its necessity, in particular
if change isimposed by strong external influences, such as the deterioration of
material conditions of living. Better information, education, contacts with more
dynamic cultures and new technology also affect the traditionalist societies
attitude to change. However, the process of change may be slow and difficult.

When operating in an environment where resistance to change has cultural
roots, a consultant will be well advised to bear in mind:

— thesort of changethat is acceptable (refraining from proposal s that the client
will judge to be culturally undesirable or unfeasible);

— the pace of change (deciding whether to plan for a fundamental one-off
change, or for gradual changes in a number of small steps; assessing the
“acceptance time” needed by clients and their staff to convince themselves
about the desirability of proposed changes);

— theclient’sreadinessfor change (it is unreasonable to pressfor changeif the
client is not ready to face the cultural problems that change may cause);

— the level of management and the particular person (authority) by whom
change has to be proposed and promoted in order to be accepted and
implemented;

— the persuasion and educational effort needed to convince people that main-
taining the status quo is not in their interest.

Consulting in social development

At the present time more and more management consulting is done for social
development programmes and projects in sectors such as health, nutrition, basic
education, drinking-water supply, sanitation, community development or
population control. Many of these programmes are in rural areas of developing
countries. There are, too, many programmes of assi stance to small entrepreneurs
and micro-enterprises in the informal sector (see Chapter 25). Management
consultants, including those who have worked in developing countries and are
aware of their cultures, areasarulefamiliar with the cultural setting encountered
inindustry and central government administration, but theinformal economy, and
rural and social development, are likely to be new worldsto them.

In social development, the consultant’s clients are not managers operating
modern enterprises or well-established administrative structures, but managers,
social workers and organizers working with local communities, groups of
farmers, or even individual families and persons. The technology used issimple
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and may not be up to date. The concepts of “professional culture” or “organi-
zational culture” do not apply. In contrast, the power of traditional social culture
is very strong. Human behaviour, essentially fatalistic and conservative, is
governed by deeply rooted beliefs and prejudices. Cultural characteristics
reflect difficult living conditions, poverty and poor education. Passivity,
resignation, lack of personal drive, fear of change and uncritical respect for
traditional authorities may prevail.

In consulting, knowledge of these factorsis essential, but it isnot all that is
needed. Consultants need to possess cultural and social work skills rather than
knowledge of refined management techniques. They need to be patient, to be
able to live and operate in imperfect and uncertain situations, to know how to
improvise using limited and simplelocal resources, and to apply agreat deal of
imagination in proposing solutions that are not to be found in any management
handbook. Personal commitment to and empathy with the underprivileged are
qualities without which it is hard to succeed.

Consulting to “high-tech” companies

“High-tech” companies in fields such as information technology, the Internet,
e-business, telecommunications, microel ectronics and biotechnology are at the
opposite end of the wide spectrum of environments where consultants

Box 5.5 Characteristics of “high-tech” company cultures

There is a broad spectrum of companies in high-technology sectors. Some
cultural patterns tend to predominate in these companies:

« predominance of professional culture over company culture;
« authority vested in innovators and leading researchers;
« little respect for formal authority, hierarchy and seniority;

« tendency to ignore chains of command and break down organizational
barriers;

« easy and frequent horizontal communication and knowledge-sharing, easy
team-building, spontaneous creation of knowledge-sharing communities;

« hard work and no counting of hours when involved in challenging projects;

« informal interpersonal relations and dress code;

« employees loyal to their profession and to themselves rather than to the
organization;

« high mobility of professional employees, more concern for job content than for
job security;

« more concern for technical innovation and excellence than for costs and
budgets;
« high remuneration regarded as standard.
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intervene. Their demand for consulting services is high and they represent a
challenging consulting market, not only in Silicon Valley, their cradle, but in
many other regions and countries. They exhibit many common cultura
characteristics which are derived from the role of knowledge and knowledge
workers and the pace of change in these companies, from the professional
cultures of their founders and managers, and from the core employee groups
who create value. Professiona cultures tend to influence strongly whole
organizational cultures (see box 5.5). To be accepted and listened to in these
companies, consultants have to understand their value systems and find a
common language with management and staff.

1 G. Hofstede: “Culture and organizations’, in International Sudies of Management and
Organization, No. 4, 1981. See also idem: Cultures and organizations: Software of the mind
(Maidenhead, Berkshire, McGraw-Hill, 1991). The word “culture’, in English and some other
languages, is also used when referring to the arts, literature, and so on; obviously, thisis not the
meaning intended here.

2See eg., T. E. Dea andA. A. Kennedy: Corporate cultures: Theritesand rituals of corporate
life (Reading, MA, Addison-Wesley, 1982); E.H. Schein: Organizational culture and |eadership
(San Francisco, CA, Jossey-Bass, 2nd ed., 1992); F. Trompenaars and C. Hampden-Turner: Riding
the waves of culture: Understanding cultural diversity in business (London, Nicholas Brealy, 2nd
ed., 1997), and G. Hofstede, op. cit.

3G. Hofstede: “Business cultures’ in Courier (Paris, UNESCO), Vol. 47, No. 4, 1994,
pp. 12-16.
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PROFESSIONALISM AND ETHICS 6
IN CONSULTING

The growth of management consulting has provided ample evidence that at
one time almost anyone could call himself or herself a consultant and set up
in practice. Initsearly years and even now, the business attracted the good, the
bad and the indifferent. The word “business’ is used deliberately:
“professions’ seldom start as such. Professional awareness and behaviour
come when the early juggling with a little knowledge gives way to skilled
application of a generally accepted body of knowledge according to accepted
standards of integrity. The professions of medicine, the law and the applied
sciences al followed this path, and management consulting is proceeding in
the same direction.

6.1 Is management consulting a profession?

The criteria normally used to define a profession can be summarized under
five headings.

Knowledge and skills

There is a defined body of knowledge proper to the profession, which can
be acquired through a system of professional education and training.
The necessary level of professional expertise is reached only after a certain
number of years of practical experience in addition to completed higher
education, preferably under the coaching of senior members of the
profession. Furthermore, the practising professional has to keep continu-
ously abreast of developments in theory and practice. The professions tend
to have their own criteria and systems for verifying and assessing
reguired knowledge and experience, including examinations on entry, assess-
ment by professional bodies, testing the results of further training, and
similar.
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The concept of service and social interest

Professionals put their knowledge and experience at the disposal of clientsasa
service against appropriate remuneration. The real professionals are
characterized by the “service ethos’: they serve clients' needs and interests, to
which they subordinate their own self-interest. Furthermore, they view
individual client interests from a wider social perspective, and keep broader
social needs and implications in mind when serving individual clients.

Ethical norms

There isaset of recognized ethical norms, shared and applied by the members
of the profession. These norms define what is proper and what is improper
behaviour in providing a professional service. They demand more than
respecting the law: abehaviour that is perfectly legal may not always be ethical
judged by the profession’s norms.

Community sanction and enforcement

The community in which the profession operates and the clientel e recognize the
socid role, thestatus, and the ethical and behavioura normsof the profession. There
may be explicit recognition (e.g. by means of alegal text governing and protect-
ing professional practice). This may include definitions of educationa or other
standardsrequired and specia examinationsto be passed, aswell asof behaviours
considered as unprofessional and illegal, and of corresponding sanctions.

Self-discipline and self-regulation

Whileserving clients, membersof the profession apply self-disciplinein observing
the profession’sbehavioural norms. The profession organizesitself inoneor more
voluntary membership institutions (associations, institutes, chambers, etc.), thus
exercising collective self-regulation over the application of an accepted code of
professional conduct and over the development of the profession. An equally
important purpose of membershipingtitutionsisto defend the collective interests
of the profession in dealing with representatives of the clientsand the community.

Does consulting meet these criteria?

There has been along but inconclusive debate on whether management consulting
meets the criteria discussed above and deserves to be called a profession. Both
scholars and leading consulting practitioners have expressed and emphatically
defended diametrically different opinions, which illustrate the current state of
management consulting. While consulting exhibits some of the criteria applied
to professions, it does not meet others. For example, the scope of consulting has
never been clearly defined and the proposed definitions have never gained generd
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acceptance. There are various views and practices regarding required consultant
competencies and the conditions of entry into consulting. The borders of
consulting and its relationships to other professions are flexible, permeable and
mobile and have recently undergone many important changes. Even now, and
evenin sophisticated business cultures, virtually anyone can call himself or herself
amanagement or business consultant and offer servicesto business clientswithout
any diploma, certificate, licence, credentials, recommendations or registration.
Thisistheredlity of the businessand some observersfed that thislooseand liberal
framework has actually been beneficial to the growth of consulting and has
enabled itsflexible and fast adaptation to changing environments and client needs.

We can call management consulting an emerging profession, aprofessionin
the making, or an industry with significant professional characteristics and
ambitions, provided that we are aware of the gaps that need to be filled and
improvements that need to be made. After all, it may not be so important to
decide whether consulting is a profession. Consulting has demonstrated that it
can exist and prosper without any such decision. Moreimportant are the quality
and other standards applied by consulting firmsand individual consultants, who
can demonstrate their professional values and behaviour without waiting for the
sector to achieve recognition as afully fledged profession.

Wewill comment on theseissuesin the following sections, showing how the
professional level and quality of management consulting can be increased.

6.2 The professional approach

What then are the salient characteristics of a professional approach in
management consulting? Some of them can be found, in succinct form, in the
codes of ethics or conduct adopted by the membership organizations of
management consultants; othersare set out ininformation pamphletsof consulting
firms. Thesearethe normsheld collectively, i.e. by the members of aconsultants

association or of aconsulting firm that hasformally declared what itsethical rules
are. However, in many situationsit isnot possibleto refer to aformal declaration
of normsdefining professional and ethical behaviour. |n such casesthe consultant
has to be guided by apersonal code of professional ethics and behaviour —hisor
her own conception of what is proper and improper practice, and what isbeneficial

to the client and the community and what is not.

The consultant isin aposition of trust; the client probably believesthat certain
behavioural normswill be respected without their even being mentioned. Many
clientsbelievethat consultantswould never usefalse credentials, and someclients
areeven unableto eva uate the consultant’ stechnical competence. The consultant
may be in a position of technical superiority and possess knowledge and
information that the client does not have. The client may then bein a position of
weakness, uncertainty, and even distress (box 6.1).

Any consultant who seeks to act in a professional manner must clarify his
or her own conception of ethics and the norms to be observed in working for
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Box 6.1 The power of the professional adviser

The “technical superiority” of the management consultant, and his or her “power”
over clients, are often different from what can be observed in some other
professions, e.g. in medicine. There are two main reasons for this. First, if there is
a knowledge and experience gap between management consultants and their
clients, this gap can be quite small. To many clients, management consulting is
not a “black box”. Both the consultant and the client may have the same
educational background and similar practical experience. The client may be quite
well prepared for deciding to use or not to use a consultant and to accept or reject
the consultant’s advice, and for controlling the consultant’s work during an
assignment. Clearly, this is not the normal position of a patient who turns to a
physician, or of a layperson who seeks legal counsel and in certain situations
must retain a lawyer even if he or she would prefer not to. Second, management
consulting is not a closed and highly protected profession. In most countries there
are no jobs that are reserved to management consultants. The consultant’s and
the client’s roles can even be interchangeable. Someone who is client today can
be consultant tomorrow, and vice versa.

There are two typical situations where the consultant’s ethics are clearly put to
the test: first, if the consultant does enjoy technical superiority because he or she
works for an uninformed or technically weak client; and second, if he or she works
for a client whose judgement has been impaired by distress and difficulties and
who desperately needs help. Such clients may be very vulnerable and easy to
manipulate, and the choice of the terms of the consulting contract, the
intervention methods and the changes proposed can be very much in the hands
of the consultant. Even if a participative consulting method is applied, the client
may be subdued, not self-confident and a weak participant.

clients. This applies equally to external and internal consultants, as well as to
anyone who intervenes in a consulting capacity.

Technical competence

The consultant’s technical competence is the basis of his or her professional
approach. Above all, consultants must possess the knowledge and skills needed
by particular clients. As ageneral rule, they must be able and willing to assess
critically their own knowledge and skills when considering a new assignment
or when reaching a point in a current assignment where different competencies
are required. A professional consultant will never misrepresent himself,
pretending that he can do ajob that isbeyond his competence, evenif heisshort
of work and keen to get any assignment. The consultant who wants to tackle a
new sort of problem (experience cannot be increased except by trying out
something new) will discuss this openly with the client.

The difficulty isthat in management and business consulting thereis alack
of reliable and objective benchmarks for assessing competence to do a
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particular job to the client’s sati sfaction. Consulting associations have attempted
to define a common body of knowledge of professional consultants, and the type
and minimum duration of experience which is a condition of association or
institute membership or certification (see section 6.4). These, however, are
general and rather elementary criteria of admission or certification, which
cannot show whether a consultant is competent for a given task. They are not
applied to consultants who are not members of associations or who do not seek
certification. In addition, the work on developing a generally recognized body
of knowledge for the consulting profession is far from being completed. The
documents that are available from various consulting associations are useful,
but cannot be regarded as normative texts establishing the knowledge base of
the profession (see aso Chapters 36 and 37 dealing with the careers and
development of consultants).

Avoiding conflict of interest

During an assignment and within the limits of a consulting contract, the
consultant’'s competence and time are made available to the client, with the
objective of achieving the best possible results in the client's interest.
Unfortunately, it isnot always obviouswhat “ client’sinterest” meansor what the
client really expects from the assignment. There is often a conflict between the
client’sshort-term and long-term interests, or between interests of variousgroups
within a client organization, but the client may not see this until the consultant
bringsit to his or her attention. In agreeing to serve a client, the consultant must
be sure that his or her interests do not conflict with those of the client.

Avoiding a conflict of interest is one of the most delicate and critical issues
of professionalism and ethicsin consulting. There may be many reasonsfor this,
including the complexity of business ventures and transactions in which
consultants become involved as advisers or intermediaries, the multidisciplinary
structure of many larger professional firmsand therather liberal interpretation of
the meaning of conflict of interest in some cultures and countries.

Box 6.2 lists some situations where conflict of interest may not be obvious
at first glance. Conversely, certain instances of conflict of interest are blatant
and may be explicitly mentioned in codes of conduct. Thus, consultants may be
required to disclose, prior to assignments, all relevant personal, financial and
other business interests which could not be inferred from the description of the
services offered. In particular this relates to:

« any directorship or controlling interests in any businessin competition with
the client;

« any financia interest in goods or services recommended or supplied to the
client;

« any personal relationship with any individual employed by the client;

« any persona investment in the client organization or in its parent or any
subsidiary companies.
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Box 6.2 Is there conflict of interest? Test your value system.

« An international consulting firm is an adviser to a government on a
privatization project, although it has long-standing work relationships with a
potential foreign buyer of the public enterprise to be privatized, and is actually
executing, through another branch office and a different team of consultants,
an assignment for this potential buyer.

« An auditor suggests that a client should turn to the consulting division of his
professional firm with a specific problem that surfaced during the audit,
although there may be other consultants who could do the same job better or
for a lower fee.

« Aconsultant keeps an eye on a client’s staff and does not miss an opportunity
to offer a job to the most talented among the client’s people, especially if there
is dissatisfaction in the client organization and the consultant can offer a better
salary. Another consultant pursues the same objective but waits several
months after the end of the contract before approaching any candidate.

« Aclient does the same in respect of the consultant working for him.

« A consultant is pursuing an assignment step by step, rigorously respecting the
work plan defined in the contract, although it is almost certain that she will get
nowhere and the proposals will never be implemented.

« A consultant is a leading professional expert in a particular sector — textiles,
automotive industry, machine tools, etc. This implies working simultaneously
or successively for competing firms, which may or may not know about it.
What is the difference between providing the best sector-related expertise to
every client, and leaking information from one competitor to another?

« A consultant who has been adviser to a number of public sector companies
to be privatized participates in establishing an investment fund, or becomes
adviser to an investment fund which takes a financial interest in these
companies during the privatization process.

It should be noted that other professions and their public regul ators are al'so
concerned about issues of conflict of interest. In the accounting profession,
relationships and activities that can impair auditor independence and generate
conflict of interest between auditors and their clients have been debated for
years. The debate has been difficult and definitive solutions that would be
regarded as fully satisfactory by all interested parties have yet to be found
(see box 6.3).

The question whether to“ empower” aclient by sharing expertise, transmitting
know-how, and providing training in conjunction with advice, isanother complex
issueinwhich conflict of interest may arise. In the previous chapterswe have said
that aprofessional consulting approach hasastrong learning dimension. To “help
clientstolearnto helpthemselves’ isafundamental objective. However, ageneral
declaration of anoble principle is not enough. The consultant must be sure that
the assignment is so designed, and the client so involved, that the consultant will
pass on to the client knowledge and expertise.
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Box 6.3 On audit and consulting

Over the years, professional accounting firms doing statutory audits have been
adding new services to their portfolio, notably in consulting, advisory, training,
legal, IT, e-business, valuation, actuarial, small business development, mergers
and acquisitions, and venture capital. They have become multifunctional or full-
service professional firms, offering integrated service packages and advising
business clients on a wide range of issues. When the Big Eight entered
management consulting in the early 1980s, it was obvious that their audit
experience and relationships with audit clients were major assets in their fast
progression in consulting. Clients raised no objection. On the contrary, most of
them were glad to use consultants from firms that had audited their financial
statements and accounts and therefore were already familiar with their problems
and possibilities. Cross-selling became an important marketing strategy of
accountants and consultants alike, although this was never fully recognized.

However, it also became rapidly obvious that auditor independence was often
compromised and overt or covert conflicts of interest became more and more
frequent, at times leading to insoluble situations. While auditing accounted for 70
per cent of the total revenues of the largest accounting firms in 1977, it had
dropped to 30 per cent in 1999, and consulting and management advisory
services went up over the same period from 12 to more than 50 per cent.
Cheaper audit services served to promote more lucrative management and
financial consulting. Some large firms did not escape escalating internal
conflicts, as demonstrated by the splitting of Arthur Andersen into Andersen and
Accenture in January 2001, the terms of which were agreed only after a lengthy
process of arbitration.

By the end of the 1990s, the Securities and Exchange Commission (SEC) in
the United States decided to tighten up the rules governing auditor independence
(see www.sec.gov). It identified four key principles by which to measure an
auditor’s independence: an auditor is not independent if he or she (i) has a mutual
or conflicting interest with the audit client, (ii) audits his or her own firm’s work,
(iii) functions as management or employee of the audit client, or (iv) acts as an
advocate for the audit client. The new rules list nine types of non-audit services
that are deemed inconsistent with an auditor’s independence. Most of these
services are in the province of consulting. However, auditors are not prevented
from providing such services to other clients. It should be noted that in preparing
the new rules the SEC had to cope with considerable resistance and lobbying by
influential accounting firms. In Europe, principles based on a similar philosophy
have been drafted and submitted for consultation within the European Union (see:
europa.eu.int/comm/internal_market/en/company/audit).

Despite these undoubtedly useful new principles, the current institutional
arrangements concerning the audit function and the relationships of auditors to
clients make total auditor independence unrealistic. It has been rightly observed
that there will always be some dependence and conflict of interest as long as
auditors are selected, appointed, remunerated, extended, fired, recommended
to business friends etc. by their clients, and as long as they need to develop and

continued overleat...
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maintain close human links with the client’'s managers and staff in performing
statutory audits. In sum, auditors’ judgements are likely to be biased in favour of
their own and their client’s interests (see M. H. Bazerman, K. P. Morgan and G.
F. Loewenstein: “The impossibility of auditor independence”, in Sloan
Management Review, Summer 1997).

A financial scandal of exceptional magnitude and far-reaching consequences,
in which auditors were unwilling or unable to reveal management’s fraudulent
business and reporting practices, had to occur for these and similar warnings to
be taken seriously. In December 2001, Enron, the American energy sector giant,
filed for bankruptcy. Andersen, its auditor and business consultant, had earned
more from Enron in 2000 for non-audit services (US$27 million) than for auditing
(US$25 million). It either did not see what was going on at Enron, or preferred
to keep silent. Andersen is reported to have shredded documents related to
the case.

At the time of writing, it is difficult to predict what regulatory measures
authorities in different countries will take, or what lessons the accounting and
other professions will draw. It is certain, however, that, as The Economist pointed
out (9 February 2002), “at the heart of these audit failures lies a set of business
relationships that are bedevilled by perverse incentives and conflicts of interest”,
and “the entire auditing regime needs radical change”.

What does all this mean to management consultants? It is in the consultant’s
interest to follow closely the debates and changes in formal regulations
concerning statutory audits and the activities of auditors. Conflicts of interest
may arise not only if a firm performs audits and consulting, IT and other projects
for the same client, but in many other situations. Management consulting is not
a regulated profession and ethical codes tend to refer to conflicts of interest in
general and vague terms only. Also, what is seen as conflict of interest in one
country or organization may be seen as standard and even effective practice
elsewhere. Globalization tends to bring closer together different business values
and legal environments, but consultants and consulting firms are, and will
continue to be for quite a long time, the main judges and arbitrators in choosing
how to handle conflicts of interest. It should be remembered that self-regulation
helps to prevent government-imposed regulation.

Consultants who are looking to the future do not see teaching and training
clientsasathreat. They do not view thefuture asasimple repetition of the present,
which would permit them to continue to do the same things indefinitely. Clients
will have new sorts of problems, and aconsultant from whom aclient haslearned
useful skills may be called on again. Such a client will also recommend the
consultant to business colleagues. Other clientswill come, and so on.

Impartiality and objectivity

Clients who turn to professional advisers expect to receive impartial and
objective advice. They assume that the consultant will be free of biases,
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prejudices, preconceived ideas, and prefabricated and prepackaged solutions,
which may have worked in other contexts but be inappropriate for the given
client. The true professional aims to be asimpartial and objective as possible,
controlling emotions and not letting prejudices erode the value of advice. In
practice, however, absolute impartiality and objectivity are difficult, if not
impossible, to attain.

In addition to conflicting interests, other factors may affect impartiality and
objectivity. Every consultant isinfluenced by hisor her cultural background and
personal value system, which may include political, racial, religious and other
beliefs and prejudices. In addition, consultants have their own approaches to
problem-solving, change and hel ping clients who face problems. Some consult-
ants believe strongly in the power of behavioural sciences and process
consulting, while others favour arigorous and systematic approach to problem
diagnosis and change management, using highly structured procedures, tech-
nigques or models.

The consultant must make every effort to become aware of his or her
persona values and biases, as well as of forces and interests within the
consulting firm and the client’s environment that may affect impartiality and
objectivity. An open discussion with the client on these issues may be necessary
and helpful. In many cases, objectivity can be increased by reviewing the
approach and the solutions envisaged with other members of the consulting
firm, who may have faced similar problems with other clients. In an extreme
case, a real professional would decline an assignment where he or she cannot
be objective.

Internal consultants should be particularly aware of their dependence on
their own organization and of the factors that might make them less impartial
than an external adviser. They should not be given assignments where they
clearly cannot think and behave impartialy.

Confidentiality

Confidentiality is another universal principle of work done by independent
professionals for their clients. Management consultants should accept neither
to disclose any confidential information about clients, nor to make any use of
this information to obtain benefits or advantages personally, for their firms, or
for other clients. Clients must be sure that they can trust consultants. Asarule,
some reference to confidentiality will be made in the consulting contract, but
it may be general and could be easily overlooked during the assignment. The
client may not specify what information must be treated as confidential and
may be unaware of the various risks in working with information (see also
Appendices 4 and 5).

In internal consulting, the situation with regard to confidentiality can be
complicated. In certain cases consultants have an obligation to (or there is a
possibility that they might) disclose information on a client to a common
superior (minister, director-general or other official). Under such

137



Management consulting

circumstances, managers regard internal consultants as central management’s
spies and are reluctant to use them. To counter this, many business
corporations have declared confidentiality as a principle that will be scrupu-
lously respected in using internal consultants as well as external ones. A
similar approach isincreasingly taken within the public sector.

Confidentiality can also be violated unintentionally — by carelessness in
handling documentation, naivety in discussing work-related issues in socia
contexts, or lack of precautions in quoting confidential information in public
speeches or articles.

Commissions

Not all commissions are equivalent to bribery. Yet certain commissions are
bribery, or can be perceived as such, especialy if not disclosed to the client. In
any event, commissions are a delicate issue. Codes of ethics do not ignore
them, but most codes fail to provide sufficient guidance.

It is of course impossible to give universal guidelines on the acceptability
of commissions from the viewpoint of professiona ethics. Local business
practices and cultures are difficult to ignore. In some countries, commissions
and discounts constitute an inevitable means of doing business, including in
professional services. In other countries any unreported and untaxed commis-
sionisillegal. Asagenera rule, the client should be informed of commissions
or similar favours received, paid or promised by the consultant in connection
with the assignment.

Within a professional firm, the issue of commissions may constitute an
ethical dilemma. Some consulting firms have lost important contracts only to
see that a less able competitor was chosen thanks to greater “flexibility” in
offering a commission to a particular decision-maker.

In consultants’ circles, the prevailing position on commissions is as
follows:

— acommission paid by a consultant to aclient or the client’s staff in order to
obtain an assignment, or to get the consultant’s proposals accepted, is
unethical;

— a commission accepted by a consultant in order to make certain
recommendations, which may concern an issue within the client
organization, the selection of a supplier or another issue where the choice
proposed by the consultant is likely to affect the client’s decision, is aso
contrary to the code of ethics;

— a commission paid by a consultant to the person or organization that
introduced him or her to the client, or acted as an intermediary in asimilar
way, is acceptable in most cases; such commissions are normal practice in
many countries and can even be declared to tax authorities as costs;
however, the client should be made aware of the commission and find it
acceptable.
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Value for money

The fees charged to clients (Chapter 30) raise severa ethical questions.
Professionals are concerned about the relationship between the benefits drawn
by the client and the cost of the assignment. If they feel that the outcome does
not justify the cost, or that there will belittle or no benefit, they should warn the
client before starting the job. Generally speaking, professional ethics require
that consultants charge “normal” and “reasonable” fees, judged by the profes-
sion’s current standards and prevailing practice.

Charging excessive fees to uninformed clients is clearly unprofessional.
Undercutting fees and working at a loss in the hope that this will eliminate
competition is unprofessional too, in particular if the consultant does this with
anew client, knowing that he or she will soon have to readjust the fee to the
normal level. Furthermore, certain fee formulas (see Chapter 30) may be
regarded as inappropriate or even unethical.

Wider social concerns and the client’s ethics

Consulting assignments often involve issues where the client’s interest may be
in real or potential conflict with wider socia interests. Or the consultant may
uncover practices that, according to prevailing social norms or in his personal
opinion, are socially harmful and undesirable, if not illegal. The consultant
may then face an ethical dilemma. He may have an opportunity to seek advice
from senior colleagues and advisers, but eventually he must himself resolve
such a dilemma, which may be difficult. Codes of consulting ethics provide
some guidance for the consultant’s behaviour, e.g. on avoiding conflict of
interest in working for a client; but they leave it entirely to the consultant to
distinguish between ethical and unethical behaviour of the client.

Unfortunately, despite years of research and a proliferation of publications,
the concept of managerial and business ethics has remained vague and
controversial. True enough, there are extreme situations of clientsinvolved in
illegal or fraudulent dealings. A professional consulting firm would withdraw
from an assignment where such client behaviour is discovered or suspected.
The vast mgjority of situations are less clear, and recommending a course
of action that meets both commercial and ethical criteria may not be easy.
As a minimum, the consultant should draw the client’s attention to the
possibility of conflict between these criteria. As an optimum, the consultant
and the client should work towards decisions where business and ethics are
not in conflict.

Defining what can be judged as ethical in a given context is in itself
difficult. Ethical norms are social, culture-bound norms, and different social
groups may hold different views. Consultants are of little help to clientsif they
take a strictly moralistic stance. They can be more helpful by suggesting how
to minimize potentially harmful conseguences of business decisions, how to
increase the social responsibility of the client’s business or how to optimize
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business decisions in terms of financial and social benefits to the various
stakeholders who will be affected (see Chapter 23).

6.3 Professional associations and codes of conduct

Professional associations

In a number of countries management consultants have established voluntary
professional associations to represent their common interests (for names and
addresses see Appendix 2). These associations have played a leading role in
promoting professional standards of consulting and in gaining the confidence
of management circles and a good reputation in society.

By and large, associations of management consultants contribute to the
strengthening of the industry by:

« developing acommon body of knowledge;

o defining minimum qualification criteria for new entrants to the field
(education, type and length of experience, references, examinations);

« certifying (accrediting) management consultants,

« developing and promoting a code of professional conduct and practice for
their members;

« investigating complaints of violations of the code of conduct and taking
disciplinary action;

« examining variousaspectsof management consulting, organizing an exchange
of experience and making recommendations to members on improvements
in consulting methods, management of firms, training of consultants and
other questions important to the development of the profession;

« Organizing training events for consultants;

« providing information on services available from members and helping to
identify suitable consultants at the request of potential clients;

« defending their members common interests in dealing with governments,
organizations representing clients and other stakeholders interested in the
development of consulting and the use of consulting services.

Membership of a professional association is voluntary, but is governed by
severa conditions defining the member’s profile and commitment to a collec-
tively endorsed moral obligation. Not all consultants are members. There have
been cases of large consulting firms that do not subscribe to all conditions of
membership, or whose management has taken an dlitist approach, feeling that a
well-established and strong professional firm can define its own standards and
does not need guidance or supervision by a professional association. There are
individual consultants, too, who are not members because they do not meet some
admission criterion, or do not feel that membership offers them any benefits.

140



Professionalism and ethics in consulting

In some countries, there are two types of consultants' organization: associa-
tions of firms, and institutes or associations of individual consultants.
This reflects different perceptions of what consulting firms need as distinct
from individuals employed in these firms or working as sole practitioners.
Associations of firms tend to focus on the development of firms and on
guestions that affect the whole consulting industry, while the institutes are
mainly interested in the qualifications and development of individual
consultants. This dichotomy is quite common in the English-speaking world,
although several attempts have been made to convert the “friendly
cohabitation” of these voluntary bodies into more active collaboration and
even integration.

Where the two types of membership organization exist, dual and over-
lapping membership is quite common: a consulting firm may be a member of
an association, while some or al of the consultants it employs are individual
members of an institute.

On average, about 50 per cent of consultants, practising individualy or
employed by consulting firms, are members of voluntary professional associations
of management and business consultants. This figure includes both individual
members and consultants who work for firms that are members of a consulting
association. It is a low figure bearing in mind the rapidly changing shape of
consulting and the need to strengthen professionalism. Some consultants affirm
that they would join a professional association that provided useful servicesand
helped members to find new business opportunities. This, however, may be a
viciouscircle: without astronger membership and financial base and without the
activeinvolvement of theleading professionals, no voluntary association canfully
represent the profession and provide a useful service.

The international scene

At theinternational level, management consulting lacks aworld federation that
would organize collaboration among national associations and harmonize
national and regional efforts to develop the profession. The leading organi-
zations covering the three principal markets for consulting services (but not
thewholeworld) are AMCF (United States), FEACO (Europe) and ZEN-NOH-
REN (Japan).

AMCF (Association of Management Consulting Firms) is the oldest
association of firms, established in 1926. Its profileisincreasingly international
since AMCF's leading members are large multinational consultancies based in
the United States; non-American firms can also become members.

FEACO (European Federation of Management Consulting Associations) is
aregional federation of national associations of management consulting firms
(one per country). Most large firms based in the United States have branch
offices or affiliated companiesin several European countries and participate in
FEACO'swork through the national associations. FEACO also works directly
with large multinational consultancies through a special committee.
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ZEN-NOH-REN is a national association with a wide membership base,
including other professional organizations in management and productivity in
addition to consulting organizations.

Thusthe profiles of thesethree associations are different. Yet they have started
to cooperate on matters of common interest, e.g. by jointly organizing major
management consultants’ conferences and comparing regional experiences.

Collaboration among national management consulting institutes (with
individual membership) has been organized by the ICMCI (International
Council of Management Consulting Institutes), established in 1987. The
Council has chosen to focus on professional development and quality by
promoting consultant certification by individual member institutes (members
must be committed to the idea of certification) and itsinternational recognition
by the profession and the users' community.

Codes of conduct

Professional associations of management consultants attach great importance to
codes of professional conduct (ethics, deontology, professional practice), which
they use as basic instruments to establish the profession and protect its integrity,
and to inform clients about behavioura rules that should be observed by the
consultants. They regard the codes as statementsthat signify voluntary assumption
by members of the obligation of self-disciplinewhich can reach above and beyond
the requirements of the law. Thefull texts of codes of conduct are availablefrom
the Web pages of most consulting associations (seethe addressesin Appendix 2).
Itis, of course, not the code of conduct itself, but its consistent and intelligent
application by al members of the association which enhances the professiona
valueand integrity of consulting services. Many codes have aclause that commits
consultants to do nothing likely to lower the status of management consulting as
aprofession. Thisleaves much to the discretion of the consultants themselves.
Thisis quite reasonable. A code cannot be excessively detailed and specific,
since it needs to be applicable to all members and all situations in which they
intervene. Furthermore, a code cannot anticipate new problems and future
situationsin which consultants may haveto weigh what is professional and what
is not. As pointed out by Gordon Lippitt, “the process of continually evaluating
one's code of ethics and the application of those ethics must continue throughout
one'sprofessional life, with the use of trusted colleagues astestersand clarifiers.
Theacquisition of ethical competence reduces anxiety and increases effectiveness
inthe situational decision making that is a constant in the consulting process.” !

Assisting professional development

Consultants' associations can help their members to raise the standards of
professional servicein many ways. These can include training courses for new
consultants, refresher training and workshops for experienced practitioners,
conferences aimed at broad exchange of information and experience, research
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into new consulting approaches and methods, information on useful literature
and on what goes on in other professions, reports on new trendsin management
and business and their implications for consulting, and so on.

Asconsulting isayoung profession, all these activities should have astrong
educational dimension, emphasizing professiona ethics and behaviour as
defined by the association’s code, in addition to strengthening technical skills.

6.4 Certification and licensing

Whether and how to apply certification (accreditation) or licensing to manage-
ment consultants is a notoriously controversid subject, debated not only in
consulting firms and associations but also among users. This debate isindicative
both of the professional aspirations and the growing sense of socia responsibility
of consultants, and of the various factorsthat operate against professionalization.

Certification, itisfeltin some quarters, would be astep towardsawiderecog-
nition of management consulting asatrue profession. Business, governmentsand
the public at large want to have a guarantee that management consultants
associated with important decisions in the private and public sectors are proven
professionals. Certification should enhancetheinternational position of manage-
ment consulting and help it to compete with other professions, where
certification is a long-established practice. It should put more order into the
consulting business and help to separate the wheat from the chaff. Finaly,
certification should be applied to individuals, not to firms: “No true profession
can be based on the qualifying of firms’, wrote in 1962 James Sandford Smith,
Founding President of the United Kingdom Institute of Management Consultancy.

On the other hand, various objections are raised: that certification cannot
guarantee anything more than the application of general and rather elementary
criteriaof admission to the profession; that it cannot show whether aconsultant
is actually suitable for a given job; and that, after all, consulting to businessis
itself abusiness and a consultant who passes the market test by finding enough
clients does not need a paper certifying his or her competence.

Opponents of certification also evoke the difficultiesinvolved in defining the
scope of management consulting, the lack of a generally accepted body of
knowledge, and the overlap between consulting and other professional sectors.
Some larger firms contest the legitimacy of consulting institutes to certify their
employees. At best they would agree to the certification of individuals who
operate on their own, or to the certification of the firm which in turn would be
entitled to certify its own employees.

Developments towards certification

Certification has, in fact, been making modest progress. In some 30 countries,
the national management consulting institutes have introduced a voluntary
certification procedure; a candidate who meetsthe criteriabecomesa “certified
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Box 6.4 International model for consultant certification (CMC)

Requirements
Experience Three years in management consulting
Education Recognized degree or professional qualification

or additional five years in management
consulting in lieu of a degree

Time spent 1,200 hours per annum in active management
consulting during the three qualifying years
over the preceding five years and currently
active in management consulting

Independence Owner or employee of a firm in independent
practice or internal consultant where currently
eligible for admission to the institute

Qualification process

Examination Written examination or structured interview to test
knowledge of the code of professional conduct
and common body of knowledge

Sponsors Two sponsors who are full Members or Fellows
(CMC, FCMC, MIMC, FIMC or equivalent)

References Written descriptions of five assignments and five
client references verified through interview

Designations

Designation Professional designation exists

Retention Member may retain designation even after

leaving management consulting as long as he or
she remains a member in good standing

Source: ICMCI (see www.icmci.com).

management consultant” (CMC). Alternatively, consultants must meet certain
criteriato become full members of the institute; full membership is thus equal
to certification.

To promote and standardize certification worldwide, the ICMCI has
developed an international model (box 6.4) as a set of minimum reguirements
to be met by nationa certification procedures. The aim is to achieve
international reciprocity among member institutes, whereby the certification
awarded by one member institute would be recognized by other institutes
participating in the scheme. To encourage consultancies employing large
numbers of consultants to become interested in certification and start applying
it to their own employees, the Institute of Management Consultancy in the
United Kingdom and some other institutes have introduced the concept of
“certified practice”. A consulting firm that becomes thus certified can decide
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who among its staff members qualify for certification. They are then certified
without involving external personsin the process.

The advancement of certification has, however, been sow and some
controversial questions have yet to be answered. Few clients are aware of the
existence and value of certification, which is therefore seldom used as a
gualification requirement in selecting consultants. The number of certified
consultants has also remained very small. Nevertheless, despite its limited
guantitative impact, the CMC initiative has made a significant contribution to
the promotion of competence and ethical standards in consulting in many parts
of theworld and to collaboration of consultants from various countries on these
issues of common interest.

Licensing

Certification and similar procedures are voluntary, and fully in the hands of a
private membership organization. Licensing or official registration can be made
compulsory. This means that, to be authorized to practise, a professional (firm
or individual person) must request and obtain an official licence, for which the
professional must meet certain criteria. Certification does not have to be a
criterion. The licence can be withdrawn in instances of malpractice. Licensing
can be done directly by a government authority, or delegated to a semi-official
agency or a membership association, which carries it out under government
guidance and surveillance.

By and large, management consultants have little experience of licensing;
their views on this practice reflect mainly their general attitudes to free
competition and to government intervention. Some consultants are strongly
opposed to the idea of licensing, which they regard as an unnecessary
bureaucracy and infringement of their freedom. They claim that in consulting
it isimpossible to define any meaningful criteriafor licensing except those that
concern any business. Others recognize that progression towards profession-
alism may require some form of flexible and non-bureaucratic licensing, with
akey role being played by professional membership organizations enjoying a
high reputation and the full confidence, not only of the consultants, but a so of
clients, government authorities and the general public.

6.5 Legal liability and professional responsibility

Management consultants, as any other professional advisers, are not immune
from being held legally responsible in certain cases where their advice or
recommendations are deemed to cause pecuniary damage or lossto their clients
or, perhaps, othersin arelationship with their clients. While such legal liability
might be more problematic in the case of engineering or computer consultants,
it is not insignificant in the “pure” management consulting area. This section
looks briefly into the standards used in various legal systems in determining
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liability and in assessing the amount of damages awarded, as well as the
question of insurance available to consultants to cover such liability, and other
means by which consultants may protect themselves.

First, it should be pointed out that, in countries where the courts have easily
found liability stemming from professional advice given by consultants, and
where clients/plaintiffs have been awarded large amounts of damages, one
undesirabl e effect has sometimes been to induce a certain reticence on the part
of consultants to recommend bold, novel and imaginative solutions to their
clients' problems. In other words, fear of possible legal action can lead to over-
cautiousness and risk avoidance. Even where insurance is available (usually at
considerable expense) to mitigate the consultant’s actual loss, the mere fact of
being deemed responsible for negligence or for contractual breaches, and the
repercussions on the consultant’s reputation, may be sufficient to dampen hisor
her enthusiasm and innovativenessin advising clients.

Liability: why and when?

Thisbeing said, legal liability will normally, and in principle, flow only from a
clear demonstration of malpractice in the form of non-professionalism
bordering on or carrying over into the realm of gross negligence or fraud.
Although not always respected in practice, the rule should be that an honest
error of professional judgement in and of itself should not entail the legal
liability of the consultant. As a minimum there should be a demonstration of
noncompliance with an accepted standard for the profession and/or deviation
from the requirements of the consulting contract.

While this is not often easy to establish, lawsuits are more frequently
brought and won (and judgements or settlements are larger) in certain lega
systems (many cite the very litigious American system) than in others. Where
this is the case, a contributing factor may be the nature of the defendant/
consultant, i.e. whereabig firmisinvolved which, in the eyes of acourt or jury,
can easily pay large amountsin reparation. The same effect may be seen where
it is known that the defendant is covered by insurance, and the insurance
company itself is seen as having “deep pockets’. In both cases the finder of
facts, jury or judge, may pay less heed to athorough search for real fault by the
defendant. In fact, in some societies there may be a view that where there has
been loss, there must be a legal remedy. In any case there is a general trend
towards finding liability more easily, and compensating (sometimes problem-
atical) harm more handsomely, and this warrants consideration and possible
defensive action by professional management consultants.2

It should be noted that it is normally no defence for the consultant to assert
that he or she was merely giving advice or recommendations. The client has
the “right” to rely on the expertise proffered by the consultant. The fact that
the client was under absolutely no obligation to follow such advice or accept
such recommendations counts for little, juridically speaking, if it can be
demonstrated that the consultant’s action was patently unprofessional and did
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not meet the standards of the profession. Of course, in order for a plaintiff to
prevail, damages or loss directly consequential to following the advice and
recommendations of the consultant must be shown as well. In other words, the
lossor “injury” must be directly traceable to the negligence (or contractual non-
performance) of the consultant.

Another significant aspect of thiswhole questionisthefinancial situation of
the management consultant and, in particular, the single practitioner or the very
small firm. If the consultancy is organized as a limited liability company, or
evenif it has no corporate structure, its assets may not be sufficient to allow the
client to recover the loss or damages suffered, or even to make a lawsuit
economically worth while. Nevertheless, as noted earlier, it isfar from pleasant
to be accused of unprofessional conduct in the exercise of a consultancy.

Minimizing liability

One way of minimizing possible legal liability is for consultants to ensure that
the terms of reference and specifications of the consultancy are clearly and
unambiguously spelled out in the consultancy contract. Ambiguities in this
regard often lead to expectations on the part of the client which are not
intended by the consultant. Such misunderstandings can in turn lead to allega-
tions of failure by the consultant to adhere to the contract, and to claims and
lawsuits. Such a situation should be avoidable if due care is taken in drafting
the contract.

Another means of attenuating, if not eliminating, possible liability for the
consultant is to negotiate a clause in the consultancy agreement in which such
liahility islimited to a specified amount. It is quite common to find clauses that
specify that the consultant’'s maximum liability for professional acts of
misfeasance or nonfeasance (or breach of the consultancy contract) is to be
limited to a specified amount or to the total amount of the fee. Obviously such
aclause must be negotiated and mutually agreed, and agreement will depend on
the relative bargaining strength of the consultant and the client. The consultant
should also keep in mind that there may be national legal restrictions on the
possibility and extent of alimitation of liability.

In view of the tendency towards litigation in certain countries, an arbi-
tration clause is sometimes included in the consultancy contract. Such clauses
normally stipulate that in case of disagreement over the fulfilment of the
obligations of the contract, or in case of other dispute arising under the
contract, recourseis to be had to agreed arbitration (a single arbitrator or board
of arbitrators) rather than to the courts. The ideais that arbitration of claims by
an arbitrator or arbitration board which is knowledgeable and impartia will
guarantee that the consultant does not become an innocent victim of the
tendency of certain parties to sue at the drop of a hat and for judgements to be
out of line with reality. Of course any such clause must be agreed to by the
client, who may also take theinitiative to include such a clause to better protect
his or her interests.
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Professional liability insurance

Insurance against professional fault and liability becomesaserious consideration
for management consultants who wish to protect themselves from possible
economic disaster resulting from the practice of their profession. In some
situations the client may insist that the consultant carry appropriate insurancein
order to protect the client in case of damage or loss owing to the activities of the
consultant. Consultants may insure themselves either generally over a period of
timeor inrespect of asingle project. Indeed, the contracting of insuranceis current
practice for many of the large consultancy firms, and particularly those whose
practice can give rise to the possibility of costly claims by clients. However,
insurance coverage can be expensive, with rather high “deductibles’ (theinsured’s
contribution in meeting losses) and is not available everywhere. Where it is,
premiums can amount to a significant percentage of gross billings (as much as
5 per cent or more for consultants who are considered to present higher risks).

Such insurance coverage is not standardized, even in the United States and
United Kingdom, whereit is probably most common. Thusthe paolicies, interms
of therisks covered, deductible amount, premiums and other aspects, frequently
have to be negotiated between the consultant and the insurer. Obviously, the
particular nature of typical or specific consultancies performed will figure
prominently in the assessment of the risk component. Typically, insurance will
cover the consultant if he or she isfound to have performed negligently, but not
in case of, for example, failure to deliver or fraud. In certain countries, thereis
a move towards professional associations either arranging for or sponsoring
individual or group liability insurance for their members.

Finally, consultants should consider whether their insurance coverage
should include personal injury claims of third parties (e.g. employees or clients
of the client) who may have claims alegedly resulting from the activities and
recommendations of the consultant.

Liability awareness and diverse jurisdictions

Consultants should be aware, at least in a genera way, of the possible liability
they may be exposed to in undertaking consultancies. Thisisobvioudly of greater
importance (and more difficult) for consultants who operate internationally and
hence are subject to different legislation and jurisprudence depending where the
consultancy takes place. In this regard, the consulting contract may specify the
governing (applicable) law, in the event of lega claims arising out of the
agreement, by referenceto aparticular country that isrelated in oneway or another
to the contractual relationship (e.g. place of conclusion of the contract, domicile
of one or the ather of the parties, or place where the work isto be performed).

For this and other reasons, consultants may wish to seek competent legal
advice, particularly where an assignment may involve more than minimal risks
of possible liability. In a number of countries, there is a growing group of
lawyers who specialize in legal liability of professionals.
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Professional responsibility

The relationship between lega liability and professional responsibility in
consulting, generally speaking, is a relationship between law and ethics. Legal
liability of professionalsisalegal construct, imposed by law. Itisapplicableonly
if there are appropriate rules or laws, and an institutional framework able to
enforce them. In contrast, professional responsibility can be defined as a set of
voluntarily adopted and self-imposed values, normsand constraints, reflecting the
professionals’ conception of their role in the economy and in society, and their
responsibility towardstheclients. It isan ethical and cultural concept. Differences
in the application of legal liability in various countries are due to different
legal systems. Differences in professional responsibility reflect different socia
and professional cultures.

As discussed earlier, professiona responsibility covers a wide range of
issues in which a consultant must choose among aternative modes of
behaviour. The quality of the consulting service is the best example. In most
assignments, the quality of the services provided will depend entirely or
predominantly on the consultant’s own judgement, which in turn will be guided
by his or her sense of responsibility towards the client. Legal liability will
be applicable only to a very small number of extreme cases, where service
quality has dropped to the level of malpractice and has caused damage to
the client.

A strong sense of professional responsibility, and not a cautiously formul-
ated consulting contract, is therefore the best safeguard in avoiding legal
liahility. Most instances where a professional adviser’s legal liability is in
question are not due to bad intentions but can be traced to breaches of pro-
fessional responsibility such as inadequate research and fact-finding,
appointment of incompetent staff, hasty and superficia judgement, or failureto
inform the client of the risks involved and issues that could not be taken into
consideration.

It isthe policy of professional consulting associations to define ethical and
behavioural norms which express their members' professional responsibility
above and beyond the requirements of law. In this way the professional
associations guide and educate their members and protect the profession. This
protection also includes disciplinary procedures and measures in cases of
violation of the codes of conduct. However, in management consulting these
disciplinary measures tend to be exceptional and their impact has remained
limited. Professional associations can deal with cases of conduct that are
contrary to the adopted codes if such cases are brought to their attention. They
have no mandate and no resources for acting, on a continuing basis, as
inspectors of their members' professional behaviour.

Therefore, in the end it is the consulting firm that must define for itself
its perception of professional responsibility and integrity, and instil in
every consultant employed by the firm a strong sense of professiona
responsibility.
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1G. Lippitt and R. Lippitt: The consulting process in action (La Jolla, CA, University
Associates, 1978), p. 74.

2|n some countries a counter-trend has been apparent in recent years. This legidative and
practical development is probably areaction by law-makers and the judiciary to past excesses.
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ENTRY 7

Entry is the initial phase in any consulting process and assignment. During
entry, the consultant and the client meet, try to learn as much as possible
about each other, discuss and define the reason for which the consultant has
been brought in, and on this basis agree on the scope of the assignment and
the approach to be taken. The results of these first contacts, discussions,
examinations and planning exercises are then reflected in the consulting
contract, the signature of which can be regarded as the conclusion of this
initial phase.

Entry is very much an exercise in matching. The client wants to be sure
that he is dealing with the right consultant, and the consultant needs to be
convinced that he is the right person, or that his firm is the right consulting
organization, to address the problems of this particular client. Such a
matching exercise can be difficult technically, but there may be even more
difficult psychological problems. True, the client has invited the consultant,
or agreed to consider his offer, and did so with some purpose in mind. It may
be that he has turned to the consultant with great hopes, or regards him as a
last-resort solution in a crisis. Nevertheless, the consultant is a stranger to the
client organization. There may be mistrust, uncertainty, anxiety. The con-
sultant has probably been in similar situations before. He knows, however,
that his past successes with other clients are by no means a guarantee of
repeated success. Furthermore, the client may have decided to talk to severa
consultants before choosing one for the assignment.

Thus the contacts and activities that constitute the initial phase of the
consulting process have to achieve considerably more than the definition of
terms of reference and the signature of a contract. The foundations of
successful assignments are laid at this very early stage by establishing mutual
trust and empathy, agreeing on the “rules of the game’, and starting the
assignment with shared optimism and a vision of what can be achieved.

The full range of initial contact activities described in this chapter
concerns new assignments with new clients. If a consultant returns to a

153



Management consulting

familiar client organization in repeat business, entry will be simplified.
Even in such cases, however, a new assignment with a previous client may
well involve dealing with different issues and making new relationships
between people.

7.1 Initial contacts

The consultant makes the contact

Contacting potential clients without being solicited by them — cold calling —
is one of the ways of marketing consulting services (thiswill be discussed in
detail in Chapter 29). A cold call can arouse the interest of the client, who
may decide to keep the consultant’s name in mind for the future. Only rarely
would a cold contact lead immediately to an assignment.

If the consultant contacts a client about whom he has a certain amount
of information, and can show that he knows about that client’s problems
and intentions and has something relevant to offer, the chances are better
that such an initiative will produce an assignment. This can also happen if
the consultant is introduced by another client for whom he has worked in
the past.

A specia case is when public authorities or other organizations publicly
announce their intention to carry out a consulting project, and invite con-
sultants to manifest their interest or submit proposals. In such a situation, a
number of consultants will almost certainly offer their services.

The client makes the contact

In most casesit will be the client who makes the first contact. Thisimplies that
he or she is aware of problems and need for independent advice in his or her
organization, and has decided to bring in amanagement consultant. In addition,
the client must have a reason for turning to a particular consultant:

« heor she has heard about the consultant’s professional reputation;

o abusiness friend who was satisfied with the consultant’s services recom-
mended him or her (very frequent);

« theclient found the consultant in aregister or directory (less frequent);

« the consultant’s publications or interventions at management conferences
have impressed the client;

« theclient has been contacted by the consultant previously;

« theclient isreturning to a consultant whose work was fully satisfactory in
the past (repeat business can be very important).

In any event, the consultant should find out why the client selected him or
her; thiswill not be difficult.
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First meetings

The importance of the consultant’s behaviour and performance during the first
meetings with the client cannot be overemphasized. In meeting a client to
negotiate a specific assignment the consultant is marketing his or her services
and it is not certain that a contract will be concluded. The first meeting should
therefore be regarded as an opportunity to gain the client’s confidence and make
afavourable impression.

The consultant should make sure that he or she will meet the decision-maker
— the person who is not only technically interested in the assignment but also
able to authorize it, and who will make sure that the required resources will be
available. If atop executive (managing director or senior administrator) of an
important organization agreesto meet the consultant, the consulting firm should
send arepresentative who is at an equally high level.

The question of who should go to the first meeting with the client may present
aproblem if aconsulting organization uses one group of consultants (partners or
other seniors) for negotiating assignments, and another group (including both
senior and junior staff) for executing them. Some clients know about this pattern
of organizing professional servicesand do not object toit. Many clients, however,
do not like it. They emphasize, rightly, that a productive consultant—client
relationship startswith thefirst meetings and preliminary surveysandthat itisat
this moment that they decide whether they wish to work, not only with the
consulting organization, but with the particular people. Also, many resent an
approach whereby the best people represent the consulting firm at the beginning
in order to impress clients, but execution isin the hands of lower-calibre staff.

Preparing for initial meetings

Initial meetingsrequirethorough preparation by the consultant. Without goinginto
much detail, he or she should collect essential orientation information about the
client, the environment, and the characteristic problems of the sector of activity
concerned. Theclient does not want the consultant to comewith ready-made solu-
tions, but expects someonewho isfamiliar with the kinds of problemsfoundin his
or her company. The consultant should find a subtle way of demonstrating this.
In collecting orientation information, the consultant could start by finding out
what products or servicesthe client provides. Thisinformation iseasily obtained
during the very first contact with the client, from aWeb site, or by asking for sales
literature to be supplied. The nature of the products or serviceswill placetheclient
within a specific sector or trade, and the consultant will need to know its main
characteristics and practices. Usually he or she will gather information on:

— commonly used terminology;

— nature and location of markets;

— names and location of main producers;
— types and sources of raw materials,
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— weights and measures used in the industry;

— processes and equipment;

— business methods and practices peculiar to the industry;
— laws, rules and customs governing the industry;

— history and growth;

— present economic climate, and main problems and devel opment prospects of
the industry.

Trade journals and government publications will provide much of the
information, especialy on industry sector trends. As regards technology, it is
important to find out if the client expectsthe consultant to know it well or merely
show somefamiliarity with itsmain characteristicsand trends. The consultant also
needs some selected information on the position of the client’s business before
the first meeting. He or she may be able to learn the client’s financial position,
recent operating results and immediate expectations and problems from
published annual reports or returnsfiled in apublic registry or credit service.

Agenda for the first meeting

The first meeting is a form of investigational interview in which each party
seeks to learn about the other. The consultant should encourage the client to do
most of the talking, to speak about the firm, the difficulties, hopes and
expectations. It is as well for the discussion to develop from the general situ-
ation to the particular and to focus eventually on the real issue.

In listening and putting questions, the consultant assesses the client’sneedsin
terms of management and business practice, future development prospects, per-
sonal concerns, perception of consulting, and readiness to work with consultants
assuming different types of role. The consultant decides how best to describe the
nature and method of consulting asit appliesto the client’s context, being careful
not to repeat information that is probably already known to the client.

The consultant’s key objective at the meeting will be to convince the client
that he or she is making the right choice. “Unless their skills are truly unique,
professionals never get hired because of their technical capabilities. Excellent
capabilities are essential to get you into the final set to be considered, but it is
other things that get you hired”! (box 7.1).

The individual who invited the consultant into the organization may be the
“contact client” and not the “main or primary client” asdescribed in section 3.2,
i.e. the person who “owns the problem” and will play the main role in solving
it. All too often the consultant is invited in by top management to act as an
adviser to somebody lower in the hierarchy. This“client” may not feel the need
to work with a consultant, or may even resent being forced to do so by a
superior. The consultant may have to spend sometime clarifying theserelations.
Clearly, the client who will work with the consultant should be specifically
identified and a rapport should be established between them.
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Box 7.1 What a buyer looks for

« In selecting a professional, | am not just buying a service, | am entering into a
relationship. Your selling task is to earn my trust and confidence — with an
emphasis on the word “earn”. How you behave during the interview (or
proposal process) will be taken as proxy for how you will deal with me after |
retain you.

o The first thing that will catch my attention is your preparation. There is little so
off-putting as someone who begins by asking me some basic facts about my
company or situation that they could have found out in advance. Preparation
is your opportunity to demonstrate initiative.

« Professionals who are over-eager to impress come across as insensitive. | do
not want to hear about you and your firm, | want to talk about me and my
situation. Show a sympathetic understanding of my role in my company.

« You've got to give a favour to get a favour. There is no better way to win my
trust than to be helpful to me right from the beginning.

« Give me an education. Tell me something | did not know. Demonstrate your
creativity.

« To avoid coming across as arrogant, patronizing and pompous, turn your
assertions into questions. By doing so, you convert possible signs of
assertiveness into evidence that you’ll respect my opinions and involve me in
the thinking process.

« Don’t start telling me how you can solve my problems until | have acknowl-
edged that there’s a problem or an opportunity here. Convince me that the
issue is big enough to bother with.

o Iflinterrupt you, deal with my question. | want to see how you handle yourself
if | ask a question, not how practised you are at your standard spiel.

« Don’t try any “closing techniques” on me. If you try to rush me, I'll take it as a
sign that you are more interested in making a sale than in helping me.

e The key is empathy — the ability to enter my world and see it through my eyes.

Source: Excerpts from D. Maister: “How clients choose”, in Managing the professional service firm (New
York, The Free Press, 1993).

The client may wish to discuss the proposed work with other clients of
the consultant, former or current, and may ask for references at any
moment during the entry phase. In giving names, the consultant must
respect confidentiality and cite only those clients who have agreed to provide
references.

As regards fees, the client may know how consultants charge for their
interventions and be aware of the rates applied. If not, the consultant will have
to consider at what stage of the entry phase thisinformation should be given to
the client. Some clientswill ask about standard fees and other costs at the outset;
otherswill wait until the consultant has formulated a proposal and made an offer
(see Chapter 30 on consulting fees).
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The client may be eager to proceed without any preliminary diagnosis and
planning or, on the contrary, may take time to make up his mind, even though
he obviously has problems with which the consultant can help. The consultant
should take the time and trouble to explain and persuade, keeping mainly to the
potential benefits to the client. Pressing for an immediate decision is not a
good tactic; it is aso not good for the client to get the impression that
the consultant badly needs the assignment because he or she does not have
enough work.

The consultant should not beinsistent if he or sheis clearly not on the same
wavelength as the client. If the client has firm ideas on how the consultant
should proceed, and the consultant does not agree, it is better to drop the
assignment. This could be suggested by either the consultant or the client.

Agreement on how to proceed

If the consultant and the client conclude that they are interested in principlein
working together, several further questions must be answered. Except in
straightforward cases, which are often an extension of past work, it would not
be reasonable to start an assignment without some preliminary analysis and
work planning. The terms of business must be discussed and agreed. These are
the activities that follow the first meeting.

Once the client is ready to agree to a preliminary and short problem
diagnosis,? the discussion can move on to the arrangements for it, covering:

¢ scope and purpose of apreliminary diagnosis;
e records and information to be made available;
¢ who should be seen and when;

¢ how to introduce the consultant;

e attitudes of staff to the matters to be surveyed;

¢ whento conclude the preliminary diagnosis and how to present proposalsto
the client;

* payment for the diagnosis.

If the client has contacted severa consultants in order to be able to choose
among alternative proposals, he or she should, in principle, tell the consultant
about it. In some cases a formal selection procedure may be applied: the
consultant’s proposal s then have to be presented in a predetermined format by
agiven date. The client will then take some time (say 3045 days) to compare
the proposals received and make a choice.

A preliminary diagnosis or survey that isvery short, say one or two days, is
not usually charged for. However, if the contract is awarded, the consultant may
include in the bill the time spent on this preliminary diagnosis. If, on the other
hand, the assignment is complex, and the preliminary diagnosis requires a
longer time, the client will usually be asked to pay for it. Thishelpsto avoid two
practices that are undesirable:
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— the practice of some consultants of using free diagnostic surveys as a
marketing tool (since the consultant cannot really work for nothing, another
client will then pay for this “free” survey); and

— the practice of some clients of collecting alarge amount of information and
ideas from several consultants, who are all invited to make the same survey,
without paying anything.

Free diagnostic surveys used to be quite common in some countries in the
past, but have recently been much less so.

7.2 Preliminary problem diagnosis

The preliminary diagnosis should start from the moment the consultant isin touch
withtheclient. Everything isrelevant: who madetheinitial contact and how; how
the consultant is received at the first meeting; what sort of questions the client
asks; if there are any undertonesin those questions; what the client says about the
business and his competitors; if the client is relaxed or tense; and so on. The
consultant hasto sort out thisinformation and then compl ete the picture by getting
some hard data and looking at the problem from new angles — for example, by
talking to people other than those involved in the first meetings.

Scope of the diagnosis

The purpose of the preliminary problem diagnosisis not to propose measuresfor
solving the problem, but to define and plan a consulting assignment or project
which will have this effect. The scope of the preliminary diagnosisislimited to
aquick gathering and analysis of essential information which, according to the
consultant’s experience and judgement, is needed to understand the problem
correctly, to see it in the wider context of the client organization's activities,
achievements, goals, and other existing or potential business and management
problems, and redlistically to assess opportunities for helping the client.

The scale of this preliminary diagnosis depends very much on the nature of
the problem. Very specific and technical issues do not normally require a
comprehensive survey of the whole client organization. On the other hand, the
consultant must avoid the trap of accepting a client’s narrow definition of a
problem as technical without looking into the constraints and factors that may
impede the solution of that problem, or may show that the problem is much
more or much less serious than the client thinks. Therefore even if the problem
lies in one functional area only, or concerns the application of some specific
techniques, the consultant should always be interested in the more general
characteristics of the client organization.

If the consultant isbrought in to deal with ageneral and major problem, such
as deteriorating financial results, or inability to maintain the same pace of
innovation as competitors, a general and comprehensive diagnosis or manage-
ment survey of the client organization is essential.
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The time allocated to preliminary problem diagnosisis relatively short. As
arule, oneto four dayswould be required. In the case of more complex assign-
ments concerning several aspects of the client’s business, five to ten days may
be needed. If a more extensive survey is required (e.g. in preparing company
turnarounds, major reorganizations, buy-outs or mergers, or for any other
reason), this can no longer be considered a preliminary diagnosis, but an in-
depth diagnostic survey (see Chapter 12).

Some methodological guidelines

The basic rules, procedures and analytical techniques used in the preliminary
problem diagnosis are the same as those of the later diagnosis, as reviewed in
detail in Chapter 8. Many consulting firms have devel oped their own approaches
and guidelines for aquick assessment of clients' businesses.

The diagnosis includes the gathering and analysis of information on the
client’s activities, performance and perspectives. It aso includes discussions
with selected managers and other key people, and in certain cases also with
people outside the client organization. Basically, the consultant is not interested
in fine details, but is looking for trends, relationships and proportions. An
experienced consultant needs to be observant and can often sense potential
problems or opportunities that are not immediately apparent: the way people
talk to and about each other, the respect for hierarchical relations, the clean-
liness of workshops and offices, the handling of confidentia information, the
courtesy of the receptionist, and so on.

Itisessentia to take adynamic and comprehensive view of the organization,
its environment, resources, goals, activities, achievements and perspectives.
Dynamism in this context means examining key achievementsand eventsinthe
life of the organization and probable future trends as reflected in existing plans
and assessed by the consultant personally. The client’s strengths and weaknesses
ought to be viewed in a time perspective — a present strength may be merely
short-term, while a weakness, hidden at present, may become a threat to the
client’s organization in the long term. The consultant should look particularly
at future opportunities — indeed, the detailed diagnosis and further work to be
proposed to the client should be oriented towards these opportunities above all.
This approach is summarized in figure 7.1.

As already mentioned, even if the problem is, or islikely to be, in asingle
functional area, the consultant should take a comprehensive view of the
organi zation. How comprehensive isamatter of experience and judgement, and
no universal recipe can be given. Most management consultants emphasize the
need for some sort of wider appraisal of the organization before confirming the
existence even of afairly limited problem, and the feasibility of handling it
within certain terms of reference.

It is recommended that the consultant should proceed from the general to
the particular: from overall objectives and global performanceindicatorsto the
reasons for substandard performance or missed opportunities (or to interesting
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Figure 7.1 The consultant’s approach to a management survey

Past
Present > state of client affairs
Future

Strengths and weaknesses

Possible improvements, opportunities

Action needed and help proposed

future opportunities), and then to an examination in some detail of selected
areas of the organization’s activities. An approach that starts the other way
round, by examining each management function or process (production,
purchasing, marketing, etc.) in turn and hoping for a balanced synthesis at the
end, will entail much unnecessary work and might well prove misdirected.
The movement from the general to the particular helps the consultant to limit
the preliminary diagnostic survey to matters of critical concern, or con-
versely may indicate that, to stand the best chance of achieving the results
expected, the inquiry must take into account every aspect of the enterprise’s
operation.

Such an approach implies that the consultant’s analysis will focus on basic
relationships and proportions in the client organization, such as the following:
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« relationshipsand proportions between major processes, functionsand activity
areas (e.g. alocation of human and financial resourcesto marketing, research
and development, production, administration);

« relationships between main inputs and outputs (e.g. salesrelated to materials
consumed, the wage bill and the total workforce);

« relationships between the principal indicators of performance, effectiveness
and efficiency (e.g. productivity, profitability, resource utilization, growth);

o relationships between global performance indicators and main factors
affecting their magnitude in a positive or negative way (e.g. influence of the
volume of work in progress on working capital and profitability);

« thecontribution of the main divisionsand product (service) linesto theresults
(profitability, image, etc.) achieved by the organization asawhole.

The comprehensive, overall approach should be combined with a functiona
approach as necessary. For example, the precarious financial situation of a
company may be caused by problemsin any functional area: by badly organized
production, by costly or ineffective marketing, by excessive spending on unpro-
ductive research, by the shortage or high cost of capital, or something else. As
aready mentioned, if anassignment islikely to beexclusively or mainly in onetech-
nical area, thisareawill need to be examined in greater depth than other areas, and
the examination of the organization asawholewill belimited to what is necessary.

In summary, this approach will tell the consultant if the work envisaged can
make a meaningful contribution to the principal objectives of the client organi-
zation and what critical relationshipsand linkagesarelikely to affect the course of
the assignment.

Using comparison

While recognizing that every client organization is unique and hasto be treated as
such, the consultant needs reference points that can guide him or her in a prelimi-
nary quick assessment of strengths, weaknesses, development prospects and
desirableimprovements. The consultant will find these by making comparisonswith:

— past achievements (if the organi zation’s performance has deteriorated and the
problem is essentially corrective);

— theclient’'sown objectives, plans and standards (if real performance does not
measure up to them);

— other comparable organizations (to assess what has been achieved el sewhere
and whether the same thing would be possible in the client organization);

— sectord standards (available in the consulting firm or from another source).

A comparison of well-selected datawith sectoral standards or with datafrom
specific similar organizations is a powerful diagnostic toal. It helps not only in
quick orientation, but alsoin making the client aware of the situation, which may
be quite different from what he or she believes.
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The comparisons should encompass not only figures, but also qualitative
information (e.g. the organizational structure, the corporate culture, the
computer applications, or the market-research techniques used). In other words,
the consultant should determine what levels of sophistication and performance
and what sorts of problems he or she would normally expect to find in an
organization of the type of the client enterprise.

Such a consideration is meaningful if the consultant has some method of
classifying and comparing organizations (e.g. by sector, product type, size,
ownership, market served and the like). For each class there would be alist of
various attributes that are characteristic of it. Many well-established consulting
firms provide their consultants with such data and guide them by means of
manuals and checklists for management surveys and company appraisals. It is
in the interest of the new firms to acquire or develop such documentation.3

Notwithstanding certain genera rules, senior consultants undertaking
diagnostic surveystend to have their personal priorities and specific approaches.
Many of them start by looking at important financia data, since thesereflect the
level and results of the activities of the enterprise in away that lends itself to
synthesis. Others emphasize production: they believe that a simple factory tour
ismost revealing and tells an experienced observer agreat deal about the quality
of management. Still others prefer to examine markets, products and services
before turning to a financial appraisal and further investigations. These are just
different starting-points reflecting personal experience and preferences:
eventually the consultant hasto study all areas and questions needed for aglobal
diagnosisin order to see the problem in context and perspective.

The client’s involvement

The dialogue with the client should be pursued during problem diagnosis. The
consultant should find out how the client feels about various aspects of the
business: what its goals, objectives and technical and human capabilities are,
what its potential isfor making changes, and what style of consulting should be
applied. Theclient, on the other hand, getsto know the consultant better and has
an opportunity to appreciate his or her way of obtaining information,
establishing contacts with people, grasping the overall situation, making
judgements and distilling essential facts from the vast amount of data that can
be found in any organization.

Sources of information

A successful diagnostic survey is based on the rapid collection of selective
information that reveals the type and extent of help that the consultant can give
to the client. Diagnostic data tend to be global in nature. The main sources of
information for a preliminary diagnostic survey are published material and
records (box 7.2), observation and interviewing by the consultant, and contacts
outside the client organization.
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Box 7.2 Information materials for preliminary surveys

Client’s publications (including material published through the Internet):

— annual financial and activity reports;

- financial, statistical, trade and customs returns to government, trade
associations and credit organizations;

— economic surveys;

— sales promotion material such as catalogues and advertising brochures;

— press releases, interviews given by management, etc.

Information from other published sources:

— conditions and trends in the client’s economic sector, including technological
developments;

— information on business firms in the sector;

— industrial outlook studies;

— trade statistics and reports;

— industry norms and key business ratios;

— regulations which the client must observe;

— corporation income tax returns (if published);

— labour-management relations.

Client’s internal records and reports:

— information on resources, objectives, plans and performance;

— information on plant, technologies and equipment used;

— reports on financial results and costs of activities, services and products;
— minutes of board and management committee meetings;

— tax returns;

— sales statistics;

— movement of material,

— staff appraisal, etc.

Documentation files of the consulting firm:

— information on the client;
— information on the sector and similar organizations.

Observing activities and interviewing key people are vital to information-
gathering. Tours of the client’s premises, seeing people in action and hearing
their views, worries and suggestions, give direct indications of how the
organization worksin practice, the pace it sets and the rel ationships between its
workers. These are invaluabl e insights which records cannot convey; however,
extensiveinterviewing and observation of activities are beyond the possibilities
of preliminary surveys.

Contacts with other organizations associated with the client may be made
either by the consultant, or by the client personally. During their work, consult-
ants make contact with many organizations apart from those of their clients.
These contacts not only assist the current assignment but also establish a
relationship which can be used in future work. For example, contacts may be
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established with trade unions, employers and trade associations, sectoral
research institutions, or management associations.

The consultant should inform the client of the purpose and nature of any
contact made. The client may personally contact some outside bodies (e.g.
employers' associations), and should know of any consultant contact. Talking
to the client’'s customers is an essential source of information and ideas for
management consultants, but contacts with customers should not be made
without the client’s agreement.

Alternative approaches

The approach described in the previous paragraphsisthetraditional consultant’s
approach: the consultant performs the diagnosis as an expert, using data
collection and anaytical techniques of hisor her choice, with some participation
by the client. Moving along the continuum of consulting roles towards the
process function, the client and his staff become more active and the consultant
focuses on providing effective diagnostic methods instead of personally
carrying out the diagnosis.

For example, some consultants use problem-identification workshops
which can be run as part of a problem- and action-oriented management
development programme, or used directly as a technique for identifying
problems and opportunities on which the organization will haveto act. Inthis
workshop or group approach, the members of the group develop their own
lists of problems requiring action, compare and discuss their lists, and agree
on ajoint list and on priorities. They then work separately on a more detailed
definition and analysis of the principal problems from each list, paying
attention to relations between various problems. This is followed by other
meetings, where individual analyses are compared, a collectively agreed
analysis is made and action proposals are devel oped.

This exercise can be organized in one group, or as a system of groups. The
initial groups can be heterogeneous (from various levels and functions of
management), thus enabling one organizational process or problem to be
examined from severa angles. Alternatively, technically homogeneous, functiona
or departmental groups can first ook at one problem from their specific technical
angles (financial, organizational, production, staffing, etc.), followed by work-
shops involving representatives of the different groups, who meet to
compare and harmonize their viewpoints and develop a problem definition that
isendorsed by dl groups. Oftenitismore effectiveif groupslook at organizational
processes rather than at fragmented tasks and units.

Management may decide to involve an externa or internal consultant in
these group exercises. The consultant’s approach may be low-key, reminding
the group of the appropriate procedure, of criteria that may have been
overlooked, and of methodological errors that might lead to false conclusions.

The use of the group approach is often preceded by athorough explanation
of diagnostic, problem-solving and performance-improvement methods. |If
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appropriate, the consultant may also provide technical information on the
problem under discussion (e.g. datafrom similar organizationsfor comparison),
or help to collect input data on which the groups can work.

SHf-diagnosisby individual business ownersor managersisanother approach
which has been used in assisting small firmsin various countries. The consultant
meets with a group of owners or managers of small firms, provides them with a
self-diagnostic instrument adapted to their needs, and explains the method to be
used. He or she is then available to review the results of the diagnosis and
proposalsfor action with each individual. Alternatively, the business people may
agree to meet again to compare indicators characteristic of their firms, and
exchange viewson factorsexplaining differencesin performance. They may then
decideindividually or asagroup on the courses of action to follow in each firm.
The consultant may be engaged to help them in further group work, or work
separately with individual members of the group (see aso Chapter 24).

Self-diagnosis can be an individual exercise undertaken by one client firm
from the outset. The consultant may supply checklists and methodological tools
for the client’s use. Or the client may apply his or her own diagnostic approach
based on industry experience and practices; the consultant’sroleisthen to check
the client’s self-diagnosis for completeness and accuracy. The consultant could
also help the client to view the business from a wider perspective.

Further approaches are described in section 4.5.

7.3 Terms of reference

Terms of reference (see box 7.3) are the initia statement of the work to be
undertaken by a consultant. Some clients, who prefer to do their own problem
identification and diagnosis, may prepare terms of reference for the assignment
beforetalking to any consultant. Others may draft the termsof reference after the
preliminary problem diagnosis done by aconsultant. They may use one consultant
specifically for preliminary diagnosisand drafting terms of reference. Theseterms
are then used for initiating a formal selection procedure to designate another
consultant who will execute the assignment. The consultant who was employed
for drafting theterms of reference may even be excluded from the next phase. Still
others may not use any formal terms of reference, but |eave the definition of the
work to be done to the consulting contract.
The main reasons for these different practices are explained below.

(2) If terms of reference are used:

— theclient’spolicy isto do asmuch analytical and planning work as possible
before considering to useaconsultant; often thiswill bethe casewith assign-
ments dealing with relatively narrow and well-defined technical issues,

—the client (usually in the public sector) is obliged by existing regulations
to draft formal terms of reference, and obtain approval of them, as an
initial step in aformal consultant selection procedure.
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Box 7.3 Terms of reference — checklist

1. Description of the problem(s) to be solved

2. Objectives and expected results of the assignment (what is to be achieved,
final product)

3. Background and supporting information (on client organization, other related
projects and consultancies, past efforts to solve problems, etc.)

. Budget estimate or resource limit
. Timetable (starting and completion dates, key stages and control dates)

. Interim and final reporting (dates, form, to whom, etc.)

N OO O b~

. Inputs to be provided by the client (further information and documentation,
staff time, secretarial support, transport, etc.)

[oc]

. Exclusions from the assignment (what will not be its object)
9. Constraints and other factors likely to affect the project

10. Profile and competencies of eligible consultants (education, experience,
working language, etc.)

11. Requested consultant inputs into the project (number of consultants, training
inputs, other services)

12. Contact persons and addresses

(2) If terms of reference are not used:

— the client (usually in the private sector) prefers to select a consultant, do
the preliminary problem diagnosis, and define the scope of the assignment
jointly with him or her. The client then confirms the choice on the basis
of aproposal received from the consultant, without using the intermediate
stage of drafting terms of reference.

Most management consultants are able to adapt their approach to these
various contexts and client preferences. When presented with terms of reference
drafted by the client or another consultant, the consultant must be cautious in
deciding whether to accept these terms at face value. The terms may describe
an assignment that is not feasible.

7.4 Assignment strategy and plan

During the initial contacts with the client and the subsequent preliminary
problem diagnosis, the consultant should have collected and evaluated enough
information to be able to plan the assignment. Thisiswhat the client expects at
this stage: he or she will want to receive not only the consultant’s findings on
the problem to be tackled, but also a proposal describing what the consultant
suggests doing and under what terms help is offered.
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Right from the first contact with the client the consultant should have been
thinking of the approach to take, but thefinal decision should be made only after
he or she has become better acquainted with the situation. For example, thelevel
of cooperation of the client’s staff during preliminary problem diagnosis may
show what consulting mode will be most appropriate (see Chapter 3), and the
quality of the data found during this activity suggests how much time will be
needed for detailed fact-finding and analysis.

A fundamental aspect of designing and planning a consulting assignment is
the choice of assignment strategy. By this we mean the respective roles to be
played by the consultant and the client, the consulting mode, the pace of
operations, the way (and the time sequence) in which the interventions will be
applied and harmonized, and the resources allocated to the assignment.

The assignment plan, including the strategy that will befollowed, isformally
presented to the client as a proposal, as described in section 7.5. Assignment
planning and drafting of a proposal are not normally finalized on the client’s
premises. Unlessit has been otherwise agreed, the consultant returnsto hisor her
office with the data collected during preliminary problem diagnosis and works
ontheproposal, often in collaboration with other senior members of the consulting
firm. The consultant should never take more time than the client expects.
Momentum can be lost and relations can cool down if the client feels that the
matter is not receiving enough attention.

The main elements of assignment planning are given below.

Summary of problem

The conclusions from preliminary problem diagnosis are summarized and the
consultant presents a description of the problem. This may include a comparison
with the original problem definition made by the client: the consultant may
suggest widening or narrowing this definition, or refer to other problems discov-
ered and to possible developments(e.g. theeffects of recession, or tensionsin labour
relations) that may take place during the assignment. As appropriate, the problem
will be set in the wider context of the client’s abjectives, trends and resources.

Objectives to achieve and action to take

Theassignment plan then outlinesthe objectivesand theresultsto be achieved and
the kind of technicd activities that the assignment will consist of. Whenever
possible, the objectives should be presented as performance measures in quanti-
fied terms, describing benefits that will accrue to the client if the assignment is
successfully completed. Global financia benefits are commented on to ensure
that the client understands the implications. For example, savingsfrom areduced
inventory of finished goods would only be achieved when stocks had been run
down, and this might require production to be cut back for sometime. Benefitsin
other terms are stated as appropriate, e.g. output would increase (in this case the
client would be warned of the need for new ordersto keep the factory occupied).
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Socid and qualitative benefits may bedifficult to expressin figures, but they should
be described as precisely and clearly as possible and carefully explained. Vague
notionsthat lend themselves to many different interpretations should be avoided.

In structuring their outline of assignment strategy and plan, many consultants
areguided by the definitions of key concepts and termsthat prevail ininternational
technical cooperation and are in use worldwide (box 7.4).

A more detailed discussion of these concepts and terms can be found on the
web pages of international agencies, programmes and banks active in technical
cooperation.

Box 7.4 Concepts and terms used in international technical
cooperation projects

International agencies and banks active in technical cooperation are major users and
financial sponsors of consulting services. A number of fairly standardized concepts
and terms are used in design and management of projects for these agencies:

« Beneficiary, target group. Who will actually benefit from the project. The
project beneficiary may be different from the client. There may be different
sorts of beneficiaries. A distinction is usually made between direct (immediate)
project benefiary or recipient, and intended (ultimate) beneficiaries.

« Purpose. What is to be accomplished by the project. It is recommended to
clarify purposes and keep them constantly in mind in planning and structuring
projects.

« Result. Generic term used to stress that projects must be results-oriented and
aim at (tangible, measurable) results, not just outline what will be done
(activities) and what resources will be applied (inputs).

« Development objective. Also called ultimate or longer-term objective. Defines
a wider perspective, framework, overall direction and ultimate reason for the
project. The project “contributes” to achieving it. There will be other contributions.

« Objective, or immediate objective. Defines what is to be achieved by the
project at its completion. Shows the change that the project is expected to
bring about; objectives cannot be described by listing activities (a frequent
error in project design).

« Output. Tangible product delivered by the project (training package, technical
documentation, number of persons trained to a set standard, reorganization
proposal, report etc.).

« Indicator of achievement. Measurable and controllable indicator, the
achievement of which proves that the project has produced a result and
achieved an objective. An indicator cannot be an output of the project.

« Activity. A set of actions to produce a project output and meet an objective.
As a rule, an activity will be related to one or more objectives. Exceptionally, if
an objective cannot be set at the project design stage, an activity can be
initiated that will permit an objective to be specified at a later stage.

« Input. Any resource (human, material, financial, know-how, software, licence,
etc.) to be mobilized for the project by the consultant and the client to achieve
project objectives. Expressed in qualitative and quantitative terms as necessary.
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Phases of the assignment and timetable

Theactivitiesand steps of the assignment have to be programmed in some detail.
Basically, the consultant will follow thelogic of the consulting process as briefly
outlined in section 1.4 and described in detail in Chapters 7-11, but will adjust it
tothe nature of the assignment and to the client’s conditionsand preferences. This
is essential for work scheduling, but also for several other reasons.

The nature of the consultant’s and the client’s activities will be changing from
phaseto phase. Both partiesmust know exactly what the other party expectsat each
phase. In particular, the client will want to know whether the assignment ismaking
headway towardsitsfinal objectives. To makecontrol possible, theassignment plan
will describe the outcome of each phase and define what reportswill be submitted
to the client at what points during the assignment. A major phase may require an
end-of-phasereport, but inlong and complex assignments short interim reportsmay
be required at the end of each subphase or periodically (monthly, quarterly), for
monitoring progress and allowing regular payments to be made to the consultant.

Thetime dimension of the assignment planisakey element of strategy. What
pace of work should be adopted? The urgency of the client’s needs is the main
determinant. But there are other considerations, such as:

« theclient'sand the consultant’ stechnical, manpower and financial capacities;

« thefeasible and optimum pace of change (as discussed in Chapters4 and 5);

« the desirahility of a phased approach to implementation (starting in a unit
that is prepared for change and willing to cooperate, introducing the new
scheme on an experimental basisfirst, etc.).

Role definition

This is another strategic dimension of assignment planning. The consultant

will suggest the style or mode of consulting that he or she considers most

appropriate, given the nature of the problem and the motivation and capabilities

of the client’s staff. A general definition of the mode to be used is not enough;

precise arrangements have to be proposed. They should specify:

— what activitieswill be carried out by the client or by the consultant;

— what data and documents will be prepared by whom;

— what meetings, working parties, project groups and other forms of group
work will be used and who will be involved;

— what specia training and information activities will be undertaken.

It may be both possible and desirable to foresee a shift in roles during the
assignment. For example, intensive training of the client’s staff in the subject
area covered and in problem-solving and change methodologies, carried out at
the beginning, may enable the consultant to suggest reducing his presence and
changing his role during subsequent phases.

Lack of precisionin defining role expectations for each phase of the assign-
ment can cause much misunderstanding. As aready mentioned, this happens
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frequently in connection with implementation. Is the consultant’s objective to
design anew scheme and submit it in areport, or to help the client to implement
the scheme? Who is responsible for what? Where does the consultant’s
responsibility end? What does the client actually want? Does he want just a
report, or is he really keen to complete a change? In designing an effective
assignment these questions must be answered.

Following a detailed role definition, the consultant can determine the
resources required for each phase of the assignment. Theseinclude resourcesto
be made available:

« by the consultant (consultant time, material, clerical support, special
computing, research, legal advice, and other services), including their cost;

o by the client (management and staff time, liaison arrangements, admin-
istrative support, office facilities, resources for testing, experimental work,
computing, and so on).

Obvioudly, the client will want to know what resources provided by the
consultant he or she will have to pay for. But more than that: the client will
participate, too, and the inputs required from his or her organization may be
high. The failure to quantify them as precisely as possible may cause consider-
able difficulties once work has started and the client learns that he is supposed
to do something which he has not counted on.

It may be difficult to tell the client at this stage how much implementation
will cost: it is the action planning phase (Chapter 9) that will generate precise
figures. None the less, apreliminary assessment ought to be madein all assign-
ments that are likely to propose costly changes (e.g. new investment or
compensation to staff whose employment will be terminated). The client should
have the opportunity to look into these probable financial implications before
deciding whether to embark on the assignment.

The costing and pricing of an assignment arediscussed indetail in section 30.7.

7.5 Proposal to the client4

As arule, the assignment proposed will be described in a document presented
to the client for approval and decision. It may be given different names: survey
report, technical proposal, project document, project plan, contract proposal, and
the like. Some clients require the consultant to present the proposals in a pre-
determined format. Thisfacilitates study by the client and evaluation of aternative
proposals received from severa consultants. Furthermore, the format of the
proposal may correspond to the format of the consulting contract to be signed.

A proposal submitted to the client isan important selling document. Itisnot
enough for the consultant to have a clear vision of how to execute the
assignment: he or she must be able to describe this vision on paper in away that
will make it clear to other people. This may include individuals who have not
met the consultant, and will be forming their opinions solely on the basis of the
written proposal.
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The proposal should be of high technical quality and business-like in its
presentation. Writing “winning” proposalsis an art that no consultant can afford
toignore.

Sections of the proposal
In most cases, the proposal to the client will include thefollowing four sections:

— technical aspects;

— staffing;

— consultant background;
— financial and other terms.

The technical aspects section describes the consultant’s preliminary assess-
ment of the problem, the purpose to be pursued, the approach to be taken, and
the work programme to be followed. These topics were reviewed in sections
7.2t07.4.

One caveat has to be entered: the consultant and the client may have a
different conception of how detailed and specific this technical section should
be. If it is too global, the client may feel that the consultant is not clearly
explaining what he or she proposes to do. In contrast, if it is too detailed and
specific, the consultant may have gone beyond assignment planning, and have
already embarked on executing the assignment without having obtained the
client’s agreement. This may present no problem if a cooperative relationship
has already been established and the consultant is sure to get the assignment. I
it is not clear who will be chosen (e.g. if several consultants were invited to
submit proposals), this may prove to be a reckless approach: giving away
expertise before the assignment has been approved.

The staffing section gives the names and profiles of the consultant
company’s staff who will be executing the assignment. This includes the senior
consultants (partners, project managers) who will be responsible for guiding
and supervising the team working at the client’s organization. As a rule, the
proposal guarantees the availability of particular personsfor alimited period of
time, say six to eight weeks. If the client delays the response, or decides to
postpone the assignment, he knowsthat he will have to accept other consultants
of acomparable profile, or renegotiate the assignment.

The consultant background section describes the experience and competence
of theconsulting organization asit rel atesto the needs of the particular client. There
may be a general subsection with standard information given to al clients
(including a section on ethical standards and professional practice adhered to by
the consultant) and a specific subsection referring to similar work done and pro-
viding evidencethat the consultant will betheright partner to choose. References
to former clients should be used only with those clients' prior agreement.

When proposals are evaluated, this section will normally be given less
weight than other sections; consultants therefore often tend to underestimate it.
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Either they merely include standard documentation on the firm to every
proposal, or they provide a great amount of information including irrelevant
information on activities and completed projectsin the belief that the potential
client will be impressed by quantity. Neither of these approaches is likely to
strengthen their case.

The financial and other terms section indicates the cost of the services,
provisions for cost increases and contingencies, and the schedule and other
indications for paying fees and reimbursing expenses, and settling all
commitments. If the client applies a selection procedure, the financial section
may have to be submitted separately.

If the consultant has a standard description of hisor her terms of contract or
business, it may be attached to the proposal. Conversely, someclientsinsist on
using their own terms and the consultant may have to comply with thesein order
to obtain the contract.

Presenting the proposal

Many consultants prefer not just to mail the proposal, but to hand it over to the
client in ameeting which startswith ashort oral (and visual) introduction of the
report’s summary. The consultant should be ready to answer questions about the
start of the proposed assignment. If the client is keen and ready to begin, there
are obvious advantages to doing so while the enthusiasm is there and the
contacts established are fresh in people’s minds. But an early date may not be
easy to meet because of existing commitments.

While the consultant would obviously like to have adecision before the end
of the meeting, the client may have good reasons for not wanting to give one.
He or she should not be pressed.

If the client wants to read the proposal prior to the oral presentation, or does
not want an oral presentation, the consultant should hand the report over without
insisting on ameeting. A formal selection procedure may even preclude an oral
presentation and require the consultant to present a sealed written proposal by
aset date.

The client’s reaction

A public-sector client isusually bound by ruleswhich specify aminimum number
of tenders and an internal evaluation procedure before a contract is awarded.
Private-sector clients may also use a selection procedure based on the evaluation
of dternative proposals, in particular for large and complex assignments. In such
casesit may be several weeksor monthsbeforetheclientisin apositionto decide.

The consultant wants to know the criteria by which he or shewill be judged.
Asarule, the client will inform the consultant about these criteriain the original
invitation to submit aproposal. In most cases, the client will also give the names
of the competitors. The consultant should be aware of therelative weight that will
be assigned to the various aspects of the proposal in the selection procedure. For
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example, theWorld Bank recommendsits borrowersto give aweight of 5-10 per
cent to the consulting firm’s specific experience (background), 2050 per cent to
methodol ogy, 3060 per cent to key personnel proposed for the assignment, 0-10
per cent to transfer of knowledge and 0—10 per cent to participation of nationals.>
Thus, even ahighly competent consulting firm stands ittle chancein a selection
procedureif it does not propose consultants of the right calibre.

Some clients divide these criteria into subcriteria. However, excessively
detailed lists of subcriteria are difficult to justify and use, and can transform a
selection exercise from a matter of professional judgement into an exercisein
basic arithmetic. Clients should be advised against this approach. Thisview is
shared by the World Bank: “... the number of subcriteria should be kept to the
essential. The Bank recommends against the use of exceedingly detailed lists of
subcriteria that may render the evaluation a mechanical exercise more than a
professional assessment of the proposals.”é

Negotiating the proposal

The client may be interested in using the consultant’s services, but may not be
happy with some aspects of the proposal. For example, the client may feel that
he or she can play a more active role than foreseen by the consultant and
personally undertake various tasks not requiring costly external expertise; or the
client may wish to suggest adifferent timetable. It isnormal to review these and
similar technical aspects of the proposal and to make changesiif the consultant
is able to modify his or her approach.

Asregards fees, many consultants emphasize that their rates represent afair
charge for a high-quality professional service and hence are not negotiable. A
minor provision for the negotiation of fee ratesis sometimes made in countries
where thisis the customary way of doing business (see Chapter 30).

What is not included in the proposal

In parallel with drafting his proposal to the client, the consultant should prepare
internal (confidential) notes on the client organization and ideas on the approach
totake(box 7.5). Theseinternal briefing notesare particularly importantinalarge
consulting firm if different professionals are used for planning and for executing
assignments, andif severd unitsof the same consulting or multiservice professiona
firm may bein touch with the same client organization on various matters.

7.6 The consulting contract

The entry phase of the consulting process can be regarded as successfully
completed if the consultant and the client conclude a contract whereby they
agree to work together on an assignment or project.”

Contracting practices regarded as normal and advisable depend on each coun-
try’slega system and customary ways of doing business. New consultants should
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Box 7.5 Confidential information on the client organization

1. Names of managers met and information collected on them.

2. Comments on organizational relationships, management style, and cultural
values and norms.

3. Attitudes of various people in the client organization to consultants and likely
reactions to the assignment.

4. Best sources of internal information. Sources that cannot be trusted.

5. Additional comments and data on the problem for which the assignment is
proposed.

6. Other problems identified, potential problems, or areas of further work not
tackled in the proposed assignment and not discussed with the client.

7. Useful background information collected and not used in the proposal to the client.
8. Any other suggestions to the operating team that will execute the assignment.

seek legal adviceontheform of contracting authorized by locdl legidation and pre-
ferred by business and government. In addition, they can get advicefrom thelocal
consultants’ association and from professional colleagues. Wherealternativeforms
of contract are admitted, choosing one or more will be a matter of the consulting
firm’s policy and judgement on what is most appropriate in dealing with particu-
lar clients. The form chosen must ensure that mutual commitments will be
understood and respected, and misunderstanding avoided on either side.

In some countries the contracting practicesin professiona services are well
defined and enough literature is available. In other countries thisis not yet the
case. Thus a consultant doing work abroad may have to compromise between
what is customary in the home country and what the law and practice in the
client’s country demand. However, contracting practicesin consulting and other
professional services are tending to become more and more standardized.

The three main forms of contracting are verbal agreement, a letter of
agreement and awritten contract. The aspects of consulting assignmentsthat are
normally dealt with in a contract are listed in box 7.6. These aspects do not
necessarily represent sections of astandard contract since various arrangements
are possible (for detailed comments see Appendix 4).

Verbal agreement

A verbal agreement is one given by the client orally either after having reviewed
the consultant’s written proposal, or even without having reviewed a proposal.
Verba agreement was used extensively in the first decades of management con-
sulting, but now the tendency isto use written contracts. Nevertheless, those who
believestrongly inthe power of thewritten word and legal texts might be surprised
to find out that even nowadays a lot of consulting is undertaken on the basis of
verbal agreements. Verbal agreement may sufficeif thefollowing conditionsexist:
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1
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12.
13.
14.

15.

Box 7.6 What to cover in a contract - checklist

. Contracting parties (the consultant and the client)
2.

Scope of the assignment (as discussed in sections 7.4 and 7.5: objectives,
results, description of work, starting date, timetable, volume of work)

. Work outputs, including reports (documentation and reports to be handed

over to the client)

. Consultant and client inputs (expert and staff time and other inputs)

. Fees and expenses (fees to be billed, expenses reimbursed to the consultant)
. Billing and payment procedure

. Professional responsibilities (consultant’s standard of care, avoiding conflict

of interest, and other aspects as appropriate — see section 6.2)

. Representations (by the consultant)
. Handling of confidential information
10.
11.

Protection of intellectual property and copyright in consultant’s work product

Liability (the consultant’s liability for damages caused to the client, limitation
of liability — see section 6.5)

Use of subcontractors (by the consultant)
Termination or revision (when and how to be suggested by either party)

Dispute resolution (resolution of disputes in court or through an alternative
mechanism such as arbitration)

Signatures and dates

— the consultant and the client are well versed in professional practice;
— they trust each other totally;

— they are familiar with each other’s terms of business (the client knows the
terms applied by the consultant and the consultant knows what to expect
fromthe client, e.g. if the client is able to make an advance payment, or can

accept monthly billing, how long it takes to approve a payment, etc.);

— theassignment isnot very big or complex (if thisisthe case, it may be difficult

to manage the relationship on both sides without any formal document).

Verbal agreement is used more frequently in repeat business than with new
clients. If a verbal agreement is used, the consultant may produce a detailed
record of what was agreed, for hisor her own benefit and to make sure that other
colleaguesin thefirm are fully and correctly informed. Sending an information

copy to the client may be useful.

Letter of agreement

A letter of agreement (other terms used: letter of engagement, of appointment,
of confirmation, of intent) is the prevailing way of contracting professional
servicesin many countries. Having received the consultant’s proposal (proposal
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letter), the client sends him or her aletter of agreement, which may confirm that
he or she accepts the proposal and the suggested terms, or set out new
conditions which modify or supplement the consultant’s proposal. In the latter
case, the consultant in turn replies as to whether or not he or she accepts these
new conditions. Alternatively, al this can be negotiated orally and the fina
agreement put in awritten form.

In some cases, the client may draft theletter describing thework required and
the proposed terms of reference, whilethe consultant givesthe written agreement.

In most jurisdictions, a letter of agreement is considered a form of written
contract (see below), though it will generally be less formal and detailed than
most written contracts.

Written contract

A written consulting contract duly signed by the partiesinvolved may berequired
for various reasons. It may beimposed by law or by the client’s own regulations
on the use of external services (thisisthe casein nearly al public organizations
and international agencies, and many private businesses). It is often the best form
to choose if the consultant and the client come from different business and legal
environments and could misinterpret each other’s intentions and attitudes. It is
advisable, athough not always necessary, for large and complex assignments
involving many different people on both the client’s and the consultant’s side.

It may be the client’s practice to use a standard form of contract. Most
management consultants are quite flexible and will accept various forms of
contract. However, they should not underestimate the need to consult their
lawyer if adifferent form of contract is proposed to them by aclient or if they
do not fully understand the meaning of certain provisions. Provisions that may
look familiar and are sometimes referred to as “ boilerplate” may prove partic-
ularly onerous for the consultant (e.g. indemnification and dispute resolution
clauses; see Appendix 4).

Asarule, the consultant will know in advancethat he or shewill haveto sign
aformal contract. He or she should obtain the standard form from the client,
show it to a lawyer, and keep it in mind in preparing the proposals for the
assignment. In this way, the consultant can formulate the proposals in such a
way that they can be directly included in the body of the contract, or attached
to it without making any substantial modifications.

A consulting firm should a so have its own standard form of contract, to be
used with clients who do not have a standard form of their own and expect the
consultant to propose one.

Built-in flexibility

The purpose of contracting is to provide a clear orientation for joint work and
to protect the interests of both parties. Thisimplies a certain degree of imagin-
ation and flexibility.
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At any stage of the assignment, the nature and magnitude of the problem
may change and other priorities may become more urgent. The consultant’sand
the client’s capabilities and perceptions of what approach will be effective are
also evolving. Obvioudly, aprofessional consultant will not insist on continuing
with ajob (asstipulated in acontract) if that job isno longer required and causes
unnecessary expense to the client.

Whatever form of contract is used, it should contain provisions specifying
how and in which conditions the consultant or the client can withdraw from the
contract, or can suggest and make revisions. In some cases it may be better to
contract only for one phase of the assignment and delay a decision on the work
to follow until further information has been collected and examined.

Psychological contract

In an era in which more and more features of our lives are regulated and
constrained by legislation, and formal contracts tend to be more and more
common in professional sectors, it is useful to underline that the formal legal
side of contracting is not the main one. We have explained why a well-drafted
formal contract may be required. However, excellent consulting assignments
are those where another type of “contract” exists, which is not codified in any
document and is not easy to describe: apsychological contract, under which the
consultant and the client cooperate in an atmosphere of trust and respect,
believing that the approach taken by the other party is the best one to bring the
assignment to asuccessful completion. Such a*“ contract” cannot be replaced by
even the finest legal document.

1D. Maister: “How clientschoose”, in Managing the professional servicefirm(New York, The
Free Press, 1993), p. 112.

2 Varioustermsare used: preliminary problem diagnosis, diagnostic study, management survey,
diagnostic survey, consulting survey, diagnostic evaluation, business review, business diagnosis,
pilot study, management audit, company appraisal, etc.

3 Similar classifications, with empirical or recommended performance data, can be obtained
from engineering consultants, sectoral research and information centres, suppliers of equipment,
centres of interfirm comparison and other sources.

4 A moredetailed discussion of consultant selection, including various procedures, criteriaand
forms of contract used, can be found in M. Kubr: How to select and use consultants: A client’s
guide, Management Development Series No. 31 (Geneva, ILO, 1993).

5 World Bank: Guidelines: Selection and employment of consultants by World Bank borrowers
(see www.worldbank.org/html/opr/consult/contents.html), visited on 19 Mar. 2002.

6 See www.worldbank.org/html/opr/consult/guidetxt/qcbs.html, visited on 19 Mar. 2002.

7 See also Kubr, op. cit., Chapters 4 and 6; H. L. Shenson: The contract and fee-setting guide
for consultants and professionals (New York, Wiley, 1990); and E. Bleach and L. Byars Swindling:
The consultant’s legal guide (San Francisco, CA, Jossey-Bass/Pfeiffer, 1999).
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8.1 Conceptual framework of diagnosis

What is diagnosis?

Diagnosis, the second phase of the consulting process, is the first fully
operational phase. The purpose of diagnosis is to examine the problem faced
and the purposes pursued by the client in detail and in depth, identify the factors
and forces that are causing and influencing the problem, and prepare all the
information needed to develop a solution to the problem. An equally important
aim is to examine the relationships between the problem in question and the
global objectives and results achieved by the client organization, and to
ascertain the client’s potential to make changes and resolve the problem
effectively.

The consultant should start the diagnostic work with a clear conceptual
framework in mind. To embark on extensive and costly investigations without
such a framework could be unproductive. In any organization the consultant
will encounter a host of problems varying in importance and nature: technical
and human, apparent and hidden, substantial and trivial, real and potential. He
or shewill hear many opinions asto what the real problems are and what should
be done about them. In diagnosing the problem, the consultant will be
constantly exposed to the risk of taking a wrong direction, becoming unduly
influenced by the views expressed by others, and collecting interesting but
unrelated facts while omitting essential information and ignoring some
important dimensions of a complex problem, or interesting new opportunities.

Diagnosisissometimesviewed asequal to collecting, dissecting and analysing
vast amounts of data, including a great deal of datathat may have no relevance
to the purpose of the assignment. This is a misconception. While diagnosis
requiresdataand facts, itisequally truethat (a) diagnosisembraces considerably
more than data collection and analysis, and (b) effective diagnosisis based on
selected data and is consistently focused on the purposes of the project.
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In principle, problem diagnosis does not include work on problem solutions.
Thiswill be done in the next phase, action planning. Diagnosis may even lead
to the conclusion that the problem cannot be resolved, or that the purpose
pursued cannot be achieved and the problem is not worth resolving.

In practice, however, it is often difficult or inappropriate to make a strict
distinction between the diagnostic and the action planning — and even the
implementation — phases of the consulting process. It is not only that diagnosis
lays down the basis for the work to follow. Frequently diagnostic work will
identify and explore possible solutions. In interviewing people, for example, it
may be impracticable and undesirabl e to confine the discussion to problems and
their causes, without touching upon the wider context and possible solutions.
Thus, athough the phases are considered separately here, they will be combined
in practice in a pragmatic way, according to the particular case.

Restating the problem and the purpose

The assignment plan prepared during the entry phase and confirmed by the
consulting contract (see sections 7.2 to 7.5) provides guidelines and a basic
schedule for diagnosis. It may, however, require revision and adjustment even
before the diagnostic work is started. There may be atime-lag of several months
between the end of the entry phase and the start of the diagnostic phase, and the
client’s situation and thinking may have evolved.

Furthermore, many consulting contracts are signed on the basis of general
and vague definitions of problem and purpose. When the work starts, the
consultant may find that the client actually wants something else or has a
different interpretation of the termsused in the contract. One reason may be that
the people who start working together on the project are different (on both the
client’s and the consultant’s side) from those who negotiated and signed the
contract. Explaining what was intended is not enough since there may be a
genuine disagreement over the original definitions.

Thus, itisalways useful to review and restate the problem and the purpose of
the consultancy when starting the diagnosis. A specia meeting with theclient may
be arranged to this effect. In the vast majority of assignments, some adjustments
in the objectives and the timetabl e are inevitable when the work starts.

The human side of diagnosis

There is another significant phenomenon. As we know, the very fact that a
management consultant is present in the organization and starts asking
guestions puts the change process into motion. There may be an immediate
impact on the organization. Many people do not have to be told what to do; it
may be enough that someone asks a question that implies that there might be an
aternative way of doing ajob. Sometimes an employee may be heard to say, “I
didn't know they wanted me to do the job that way. Had they spoken to me
about it, | would have doneit!”
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This can have very positive effects. By gradually developing a complete
picture of the situation, diagnosisincreases awareness of the need to change and
indicates more specifically the sorts of change that will be required. If well
managed, data collection and analysis can involve the client’s staff in the
assignment, thus enhancing their sense of ownership of the problem. Asaresuilt,
at the end of the diagnosis, employees in the client organization will be better
prepared to cope with the necessary changes.

There can be a useful learning effect, too. The client and his or her staff
should fed not only that they are themselves discovering the truth about their
organization or unit and suggesting what to improve, but also that the consultant
issharing hisor her diagnostic method with them. The client’s problem-solving
potential can be considerably improved during diagnosis. If this opportunity is
missed, it may be more difficult to solicit people’s involvement in developing
and implementing action proposals.

Certain negative effects may also occur. Some clientstry to keep secret the
fact that the organization is using a consultant. It is doubtful whether such a
secret can be kept but, even more important, an attempt to do so can cast doubt
on the consultant and on the entire process. The informal communication
network, or grapevine, in an organization will quickly disseminate the inform-
ation. In the absence of aforma communication from the client to the system,
the informal system will tend to generate negative reports. This will seriously
inhibit the ability of the consultant to perform effectively.

Unless the client system is prepared to accept the consultant, the entire
relationship can be doomed to failure from the outset. Therefore, if possible, the
client should prepare the staff for the consultant beforehand. As clients are not
alwaysaware of thisneed, it may be necessary for the consultant to plan acourse
of action during the entry phase. Obvioudly, such actionisinitself anintervention
inthe organization, and must be handled with extreme care (see a so section 31.2).

The consultant can use a variety of approaches to dispel fear or misinform-
ation. Oneway isby being readily availableto al those in the organization who
would liketo meet him or her. Particularly when consulting on human resources
and organizational development, the consultant should be generally visible
and accessible.

Diagnosis can be apainful exercisein an organization in difficulties. But in
any organization, diagnosis may uncover situations and relationships of which
the client isnot proud, which he or sheis unable to handle, and which he or she
would have preferred to hide from anybody coming from outside, and even
from other colleagues within the company. The consultant, however, may need
this sort of insight to be able to do anything useful for the client. Diagnosing
delicate situationsrequires agreat deal of tact. An aggressive diagnostic attitude
(e.q. if people can infer from the consultant’s questions that he or sheislooking
for errorsin their work and is going to criticize them) will invariably generate
resistance.

Another type of potentially negative effect is spontaneous change of work
methods before anew method has been properly devel oped, tested and accepted
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for general use. Such changes may not be real improvements even if they are
well intentioned. Energy may bewasted if there is amisunderstanding about the
purpose of the project and likely direction of the change effort, and about the
sequence of steps in which the consultancy is being carried out. Some people
may become disoriented — they change their method of work in good faith, but
thisis not appreciated by the consultant or by the managers.

Theseand similar misunderstandings can be prevented by giving frequent feed-
back from diagnostic work. The client and his or her staff need to know how the
assignment is progressing, what facts have been established, what solutions are
shaping up, and which findingsare preliminary —requiring further fact-finding and
verification —and which are find, capable of serving as abasis for action. There
should be no ambiguity and no suspicion about the type of action that
diagnosisislikely to recommend, or about the moment at which action can start.

On the other hand, getting the client’s reaction to the feedback given to him
or her is feedback to the consultant. The consultant should seek this feedback
as much as possible during the whol e diagnostic phase.

8.2 Diagnosing purposes and problems

Purposes

In Breakthrough thinking, Gerald Nadler and Shozo Hibino explain why
focusing on purposes is fundamental to successful problem-solving.t They
emphasize that defining the purposes of working on a problem ensures that you
will apply your effortsin areas where you can have the greatest impact. Instead
of starting diagnosis by asking “What's wrong here? What's the matter?’, the
consultant should ask first “What are we trying to accomplish here? What are
we trying to do?’ Thiswill help to avoid (&) the conventional urge to start by
collecting data and analysing the situation, and (b) working on or being sold a
solution to awrong problem (“moving faster in the wrong direction”).

Anarray of purposesto be achieved by the project should be constructed. In
this way the consultant acknowledges that there is awide range of motivations
and results possible in applying change to an existing condition. The problem
will be seen in the right perspective if the array of purposes listed is broad
enough, and includes small and immediate purposes as well as very broad and
far-reaching purposes that are beyond any immediate solution.

It will then be important to identify the focus purpose. This will be one that
meets al or most of the criteria discussed and chosen by the consultant and the
client (such as management’s aims, potentia financial benefits, cost and capital
factors, timelimitations, constraintsimposed by legidation, future development
potential, employment potential, learning opportunities, etc.). Small, limited and
trivial purposes that cannot meet these criteria will be eliminated. Excessively
broad, distant, risky, costly or unrealistic purposes, as well as those that the
stakeholderswould not support, will also be eliminated (see examplein box 8.1).
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Box 8.1 The focus purpose - an example

In one company, the problem as presented to a consultant was a deteriorating
quality of several important products, and a growing number and frequency of
customer complaints about quality. The discussion of possible purposes of a
consulting project defined an array of purposes:

« restoring quality to its previous level and preventing its deterioration;

e preventing customer complaints;

« improving quality management (including better motivation for achieving and
maintaining quality);

« increasing customer satisfaction;

« achieving an image of a high-quality producer;

« becoming a sector leader internationally in terms of quality.

The focus purpose chosen was “increasing customer satisfaction”. This em-
braced narrower purposes, such as improving product quality and assuring
quality management, but eliminated wider and probably too ambitious purposes,
such as international sector leadership in quality. Furthermore, it was agreed that
improvements would need to be pursued in after-sales and maintenance services,
customer information, behaviour of the sales technicians, product modernization
practices, etc. This permitted a diagnosis and the subsequent activities of the
consultant and the client to be focused on a clear and realistic purpose.

Problems

It may be useful to recollect what was said about business and management
problemsin section 1.2. Thereis aproblem if (a) there is a difference between
two situations: one real and one potential or desired, and (b) someone is
concerned about this difference and wants to reduce it. This difference defines
the problem with which the consultant is supposed to deal.

It is not so difficult to find out what is actually happening, i.e. the actual
situation. In this chapter we will describe anumber of fact-finding and analytical
techniquesthat hel p the consultant to identify and understand the actual situation.
To determine what should be happening in the future, i.e. the ideal or desired
situation, ismore complex, but isan essential part of problem diagnosis. For itis
only in this way that the problem can be described and analysed, and the
consultant’s work focused on purposes, future opportunities and improvements.

The client’s problem will be identified in terms of the following five
principal dimensions or characteristics:

(1) Substance or identity. The substance or identity of the problem has to be
described (poor performance; shortage of competent staff; lack of ideas on
how to invest idle capital; desire to improve after-sales services). There is
a need to establish the basis of comparison used and how it is justified.
Why do we say that performance is poor? Poor by what standard? The
various symptoms of the problem have to be described as well.
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(2) Organizational and physical location. In which organizational units
(divisions, departments, subsidiaries) and physical units (plants, buildings,
stores, offices) has the problem been observed? Which other units are or
might be affected? How widespread is the problem? Does it affect external
relationships?

(3) Problem ownership. Which people — managers, staff specialists, other
workers — are affected by the existence of the problem and primarily
interested in resolving it? Who is likely to make difficulties? Are they
aware of the problem? Have they attempted to deal with it?

(4) Absolute and relative magnitude. How important is the problem in
absolute terms (e.g. amount of working time or money lost, volume of
underutilized productive capacity, potential future gains)? How important
isitin relative terms (e.g. in comparison with other problems, or with total
turnover)? How does it affect the unit where it has been observed, and the
people who own the problem? How important is it to the organization as a
whole? What will the organization gain if the problem is resolved?

(5) Time perspective. Since when has the problem existed? Has it been
observed once, or several times, or isit recurrent? How frequently does it
appear? What is its tendency: has the problem been stabilized, or is it
increasing or decreasing? What forecasts can be made about the future
evolution of the problem? I's a future problem anticipated?

Furthermore, diagnosis will aim to establish:

— the causes of the problem;

— other significant relationships;

— theclient’s potential to solve the problem;
— possible directions of further action.

The causes of the problem

A key task in diagnosis is to identify the forces and factors that are causing
the problem. The purpose is to understand the issue, not to point the finger
at one or more culprits. The exercise will start with some preliminary
knowledge or assumptions about what these causes might be. This will help
to establish hypotheses on possible causes. It is useful to form as many
hypotheses as possible, without, however, embarking on superficial
speculation. Data-gathering and analysis will then focus mainly on the
hypothetical causes, aiming to eliminate hypotheses that cannot be justified
by the facts, and to add new hypotheses as they emerge. A rigorous scientific
approach should be applied. The fact that it is difficult to find datain support
of a hypothesis does not mean that the hypothesis should be dropped.
Eventually the consultant should be able to identify the real cause or causes
among the many factors that are in some way related to the problem (see
section 8.4).
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Other significant relationships

Any businessor management problem isinterwovenwith other problems; and there
areother relationshipsin addition to that between aproblem anditscauseor causes.
Theremay befactorsthat aggravate or alleviatethe problem without beingitsdirect
cause. They can make the solution of the problem more or less difficult. In solv-
ing one problem, new problems may be discovered or created. Quite often anew
bottleneck is created by removing an existing one. These rel ationships and poten-
tial problems and risks have to be identified and investigated.

The client’s potential to solve the problem

The client’s potential has several dimensions. It is necessary to find out whether
he or she possesses the material and financial resources and the technical
expertise required for solving the problem. If not, the consultancy will have to
allow for devel oping this potential and extending help to the client as necessary.
The time perspective is important. What has been the client’s experience in
solving other problems and making organizational changes of varioustypes and
magnitudes? What is the client organization’s culture as regards change? How
quickly isthe client able to act? What will be the likely future development of
the client’s resources in relation to the problem to be solved? Can he or she
mobilize other resources? What attempts have been made to solve the given
problem? Have past attempts failed? If so, why?

Considerable attention should be paid to the client’s attitudes to the given
problem. How do people (at variouslevelsand in various categories) perceivethe
problem?Arethey aware of it and keen to make achange? Arethey motivated to
make aspecial effort? Arethey prepared to take risks? Have they experienced the
problem for so long that they have accommodated themselvesto it?

Possible directions of further action

The purpose of diagnosis is preparation for action. Throughout the investig-
ation, information and ideas on how the problem could be resolved and how this
would contribute to meeting the client’s purposes and improving the business
should be collected, recorded and analysed with the same care and determin-
ation as data on the nature and causes of the problem. This will provide alink
to the next phase, action planning. Action proposals should emerge logically
from diagnosis. However, the consultant should keep in mind the pitfalls of
making premature changes before the facts have been established and
conclusions drawn from diagnosis.

Main steps in diagnosis

The general framework provided above can be used by the consultant to make
a detailed plan for diagnostic work, bearing in mind that the scope and
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Box 8.2 lIssues in problem identification

It is useful to recall briefly some common mistakes made in defining problems, not
only by clients but also by some consultants. The way people define problems
affects their ability to solve them.

+ Mistaking symptoms for problems. This is the most common error. Some
obvious issues that worry management (e.g. falling sales, shortage of
innovative ideas in the research and development department, absenteeism)
are looked upon as problems, although they may be only symptoms of more
profound difficulties.

« Preconceived ideas about the causes of problems. Some managers and
consultants feel that, thanks to their experience, they know pretty well what
the causes “must” be and that analysing facts cannot reveal anything new.

« Looking at problems from one technical viewpoint only. This happens
frequently if the diagnosis is made by a manager or a consultant with a strong
background and bias in one technical area (e.g. engineering, accounting,
behavioural science) and if the interdisciplinary nature of management
problems is disregarded.

« Ignoring how the problem is perceived in various parts of the
organization. For example, the consultant may accept the definition made by
top management, without finding out how the problem is seen by the lower
management echelons.

« Wrong appreciation of the urgency of a problem. Appreciation of the
urgency of a problem may be influenced by emotions, resistance to change,
incorrect conclusions from diagnosis, and other factors.

« Unfinished problem diagnosis. Owing to time and cost constraints or for
other reasons, the consultant may be tempted to conclude diagnostic work
prematurely. He or she may miss further problems and opportunities that may
be directly related to the original issue presented by the client.

« Failure to clarify the focus purpose. The purpose is vaguely defined and the
consultant wastes time and energy by looking into many issues that will
eventually be ignored. He or she works on the wrong problem or on totally
unrealistic proposals.

methodology of the exercise will have to be adapted to the nature and
complexity of the problem, and the profile and attitude of the client. Diagnosis
consists of seeking answers to questions in the areas reviewed above: the
purposes pursued; the nature and characteristics of the problemitself; the causes
of the problem; other significant relationships; the client’s potential to solvethe
problem; and possible directions of further action. The exercise starts with
information obtained through the preliminary problem diagnosis during the
entry phase, and with assumptions and hypotheses that the consultant develops
at the beginning in collaboration with the client.

In planning the diagnostic phase it is essential to determine the degree and
form of the client’sinvolvement in each activity. If the process-consulting mode
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is chosen, the client will accept the main responsibility for collecting and
analysing data, and the consultant will act mainly asacatalyst, making the client
aware of the approach taken and drawing attention to questions and facts that
should not escape attention. In other instances, however, the consultant will
carry out the bulk of the diagnostic work. Asagenera rule, it is useful to plan
for gradually increasing the involvement of the client and his or her staff in the
course of the diagnostic phase.

The same approach and sequence of steps may not fit every situation and every
consultant. Every client organization is unique and so is every consultant—client
relationship. Thisgenera rulealso appliesto the planning of diagnostic work. For
example, Jerome Fuchs described his experience in the following terms:

My personal approach involves techniques which | find most useful. | do not
attempt to analyse or compartmentaize data into fact finding, analysis and
synthesis, but let it flow asit beginsto comein. | let it overlap to a certain extent
in each of these stages until a pattern begins to develop. Only then do | begin to
weaveraw factual material into the analytical phase. When my factsare complete
| want them to be so clear that they mirror what the ultimate conclusion of the
study will be.2

8.3 Defining necessary facts

Factsarethe building-blocks of any consulting work. Consultants need aconsider-
able number of facts to get a clear picture of the situation, arrive at a precise
definition of the problem and relate their proposalsto redlity. Factsare al so needed
if the assignment is trying to develop something new and using a great deal of
imagination and creative thinking. Collecting facts may be the most tiring and
painful phase of the consultant’swork, but there is no aternative.

When diagnosis starts, a certain amount of data will be handed over to the
operating consultants by their colleagues who did the preliminary problem
diagnosis during the entry phase. The diagnostic phase will go much further,
and will defineissues and collect factsin considerably greater detail.

The kinds of facts collected will depend on the areain which the assignment
takes place, and on the definition of the problem and the assignment objectives.
Facts should enable the examination of processes, relations, performances,
causes and mutual influences, with special regard to underutilized opportunities
and possible improvements. The conceptual framework reviewed in section 8.1
indicates the main areas in which facts are normally collected.

Plan for collecting data

Data collection has to be prepared for by thoroughly defining what facts are
wanted. Consultants should continue to apply the principle of selectivity,
although at this stage they need more detailed and precise facts than during the
preliminary diagnosis. Virtually unlimited amounts of information are available
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in any organization, but an excessive amount easily becomes unmanageable
and cannot be fully utilized in any assignment.

The cost of fact-gathering cannot beignored, especially if some dataare not
readily available and special schemes (observations, special record-keeping,
numerous interviews) have to be established to obtain them. But the definition
of facts needed and their sources should not be too restrictive, since this might
exclude some significant information which is often found in unexpected
places. At the beginning of the assignment, the consultant may well cast his or
her net fairly widely, rejecting some data after preliminary examination, but
adding other data, and so on.

In defining the scope of data, the management consultant should keep in
mind that the purposeis neither research nor establishing responsibility for past
flaws. “ The purpose of diagnosisisto mobilize action on a problem —action that
will improve the organization’s functioning.”3

The facts to be collected and investigated have to be defined in close
collaboration with the client, especialy with those members of the client
organization who know what records are kept, how reliable they are, and what
datawill haveto be sought from other sources. Collaboration should include the
definition of the content of data, degree of detail, time period, extent of
coverage, and organization and tabulation criteria.

Content of data

Apparently identical types of data may have a different meaning or content in
different organizations. For example, “work in progress’ may be defined in a
number of different ways:. it may or may not include certainitems, anditsfinancia
value may be determined by various methods. The definition of categories of
employees (managers, technicians, supervisors, administrative personnel, pro-
duction and other workers, etc.) is also subject to many variations. In old firms
with established traditions, definition is often complicated by the existence of a
specific jargon, which may differ from terminology prevailing in the industry
to which they belong. The uniformity of data used in the management of various
organizations will be higher in countries where accounting and reporting are
subject to government regul ations. But even in these cases many differenceswill
be found, especially in the production area.

Degree of detail

The degree of detail required will generaly be higher than in preliminary
diagnostic surveys. While ageneral diagnosis may stem from aggregate figures
(e.g. total time spent by machines on productive work), change rests upon more
detailed data (e.g. machining time for each operation, or time spent on
productive work by certain types of machines, or in certain shops). Information
may be needed on certain individuals and their attitudes to the problem
concerned.
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The more detailed the facts, the more time they will take to collect. The
consultant may first collect datain broad categories (e.g. total number of days
of sick leave taken by all workers). Analysis of these data will suggest more
detail for certain categories (e.g. number of daysof sick leavetaken by each age
group during the winter months). Data may thus be gathered in several stages
before the consultant has a sufficiently detailed picture of the situation.

Period of time

Defining the period of time is equally important. For example, to design an
inventory management system for finished products, the consultant must know
the number of products sold. For how many years must he or she calculate the
sales and at what intervals? The period of time should be long enough to show
a clear pattern of activity, indicate rates of growth or decline, and reveal
fluctuations in activity due to seasonal variations or economic cycles.

Periods of time need to be comparable: months have to include the same
number of working days and so on. Periods when exceptional events occurred
should be excluded for comparison purposes, but recognized and accommodated
in the new situation. Periods preceding major changes in operations (e.g.
introduction of new products and dropping of old ones) have to be examined
separately from periods of normal operation.

If a period close to the start of the assignment is chosen, it needs to be
recognized that the mere presence of the consultant may affect the results. Ina
particular instance, material wastage dropped substantially from the moment the
consultant began to ask questions about it and before he actually did anything.

Obviously the choice of the period of time should take account of the
availability of past records, and of changes that the client may have introduced
in recording procedures.

Coverage

When it comes to coverage, the consultant must decide whether to collect total
information (on all products, al employees, whole units and processes), or a
selection only. As a rule, information will be collected for the vital few items
that account for the bulk of activity in the current period, and for such items as
are likely to become vital in the future (prospective new products, etc.). If the
productive capacity is clearly limited by one group of machines which have
become a bottleneck, the solution of the problems of this group may be a key
to the solution of other problemsin the department. In other cases, datawill be
collected for representative samples.

Organization and tabulation of data

Finally, the preparatory work for fact collection should include decisions on
organizing and tabulating the data, which should be made in the light of the

189



Management consulting

ultimate use of the data. Typical groupings are;

. for events — time, frequency, rate, trends, cause, effect (e.g. number of
accidentsresulting from specified causesthat occurred each day of the week
during the past year);

« for people — age, sex, nationality, family status, qualifications, occupation,
length of service, earnings (e.g. absenteeism by age group);

« for products and materials — size, value, technical characteristics, source
(e.g. value of materials by type and sizein theinventory at the end of the past
12 calendar quarters);

« for resources, inputs, outputs, processes and procedures — rates of activity
(sales, consumption, production), location, control centre, geographical
distribution, use of equipment (e.g. numbers of specified parts produced by
selected processes during each of the past 24 months).

Tabulation allows facts to be arranged in digestible form. Descriptions and
narratives may be noted separately under selected headings (e.g. responsibilities
of each manager). Answers to a questionnaire can be tabulated on a summary
guestionnaire, i.e. using the same form of questionnairethat is distributed to the
respondents. Processes and procedures may be represented by a chain of
symbols, such asthe activity symbols used by systems analysts or in work study.
Shapes are best shown on drawings. Figures are usually set out in tables.4

Keeping notes in an orderly way, and organizing files for easy retrieval of
information, will help the consultant to keep on course. The meaning of notes
should be as clear months after the event as when they were written. No figure
should be recorded without being precisely qualified.

8.4 Sources and ways of obtaining facts

Sources of facts
By and large, facts are available to consultants from three sources:

— records;
— events and conditions;
— memories.

Any of these sources may beinternal (within the organization), or external
(publications, statistical reports, dataon customers and competitors, opinions of
people outside the organization).

Records are facts stored in forms that are readable or can be transcribed.
They include documents (files, reports, publications), computer files, films,
microfilms, tapes, drawings, pictures, charts, and so on. Facts are obtained from
records by retrieval and study.

190



Diagnosis

Events and conditions are actions and the circumstances surrounding them,
and are obtained by observation.

Memories are stored in the minds of people who work in the organization, are
associated withit, or smply areableto provideinformation of useto the consulant
(e.g. for comparison). Thisbody of knowledge embracesproven facts, experiences,
opinions, beliefs, impressions, prejudices and insights. The mind stores all these
data in the form of words, numbers and pictures, which the consultant can
reconstruct by means of special reports, questionnaires, interviews, and so on.

I ndirect and time-consuming ways of collecting information should beavoided
if the same information can be obtained directly and simply. In many cases this
means — go and ask people. People at al levels in business firms and other
organizations possess an enormous amount of knowledge about their organiz-
ation, and nearly everybody has someideas on needed and possibleimprovements.
But they usually do not divulge thisinformation if they are not asked.

Retrieval of recorded data

Recordsareaprolific source of information, and some recordswill be examined
and studied in any management consulting assignment. Clearly, consultants will
give preference to the use of information that is aready available in records
before looking to other ways of collecting data. There are, however, certain
pitfalls to be avoided in using recorded data:

« Many records are not reliable and can give adistorted picture of reality. This
is common in such cases as records on machine breakdowns and stoppages,
or waste. Materialsmay be charged to productsfor which they were not used.
Factory plans and layouts are seldom up to date. Organizational and
operationa manuals may include detailed descriptions of proceduresthat were
abandoned long ago. Mission reports may beincomplete. Computer filesmay
be incomplete and unreliable. If the consultant or the client has doubts, the
validity of existing records should be verified before they are used.

« It is common in organizations, both business and government, to find that
various departments have different records on the same activities, inputs or
outputs. Some departments may be more careful and disciplined than others
in record-keeping, and records may differ both in the criteriaused and in the
magnitude of the recorded data.

« Criteriaand values used in recording are modified from time to time and the
consultant must find out about all such modifications.

Special recording

Specia recording can be arranged if information is not readily available in
existing records, or cannot be relied upon. It may be established for a limited
period, say amonth or two, according to criteria proposed by the consultant. As
arule, the client’s employees working in a given area will be asked to record

191



Management consulting

data and pass them to the consultant. For reasons of economy such recording
should be kept simple and last no longer than necessary for reliability. Everyone
should know at the start how long the period will be, and why special recording
has to be introduced.

Observation

Observation is used to obtain information that is not readily recorded. The
consultant is present while an event occurs (e.g. while a manager instructs
subordinates, or while aproduction worker performsatask), and sees and hears
how the event occurs, so as to be able to suggest an improved practice.

In process consulting, the consultant may observe management and staff
meetings, during which it may be possible to identify group processes and
behaviours that are related to the problem. Usually, the observation will be of
groups, rather than individuals. If, however, the purpose of the consultation is
to help an individual improve performance, then the observation can focus
essentially on that individual . Alternatively, the consultant may observe patterns
of socializing. Where do people gather to talk and exchange information? Who
has frequent working or informal contacts with whom?Who isavoiding whom?
What pattern emerges from these contacts?

Because most people feel uncomfortable under scrutiny, the consultant must
take special care to put employees at their ease before starting to observe their
activities. First the consultant should tell them what he or sheisgoing to do. He
or she should never start watching employees without warning. The consultant
should explain the purpose of the survey and makeit clear that it isnot critical of
particular persons but simply aimed at obtaining reliable information on how
certain activities are performed. An exchange of views with those under
observation, alowing them to point out the factors that influence the activity or
the work relationships and inviting their suggestions for improvement, will
probably enlist their cooperation. Asfar as possiblethey should behave normally
under observation and make no attempt to give a better, worse, faster, or slower
performancethan usua. If thereisany unusual occurrence, the observation should
be disregarded and repeated when conditions return to normal.

If procedures, operations and processes are observed, the consultant may
choose one of the many methods that have been devel oped for that purpose and
whose description is available in the literature.5

If the assignment is dealing primarily with human problems and relations
between individuals and groups, the consultant may have to explore the
attitudes and behaviour of the client’s staff in depth. In other assignments he or
she may probe |less deeply into these aspects. The consultant should observe the
inclinations, preferences and prejudices of people to the extent necessary to
understand how these affect the problems he or she is concerned with, and to
enlist cooperation. Such observation should continue throughout the
assignment. It starts during the introductory meetings when the consultant gains
first impressions. Thesewill be verified or modified during later encounters. To
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a considerable extent the consultant gathers information on attitudes and
behaviour as a by-product of interviews to elicit memories, exchange ideas or
develop improvements. However, during interviews not directly concerned with
persona traits, the consultant would distract both himself and the client by
writing down hisimpressions. He should therefore make mental notes and only
afterwards put them in writing and classify them.

By taking personal traits and attitudesinto account, the consultant will increase
the chances of understanding factorsthat affect changein the client organization.

Special reports

Individuals or teams in the client organization may be requested to help in the
assignment by giving thought to particular aspects of the problem and putting
their suggestions in a special report. This should include any supporting
information that the author might be able to supply. The method is selective —
in cooperation with the client, the consultant should choose employeeswho are
likely to have specific views on the problem in question, who are aware of
various pitfalls, and who are a source of good ideas. Anybody in the client
organization, however, might offer to prepare aspecial report on hisor her own
initiative; this should be welcomed, but treated with some caution.

Questionnaires

In management consulting, questionnaires are useful for obtaining a limited
number of straightforward facts from alarge number of people (e.g. in amarket
survey), or from people widely separated from each other (e.g. reasons for
equipment failure from users throughout a whole region). They are generally
unsatisfactory for gathering all but simple facts.

The questionnaire may be distributed to correspondents with an explanatory
note asking them to complete and return it, or canvassers may question people
and note their answers on the questionnaire. Either case cals for a full
explanation, telling the respondent:

« Wwhy he or sheis being asked the questions;
« Wwhoisasking them;

« what the questioner will do with the replies;
o Wwho elseis being asked.

Before drawing up the questionnaire the consultant needs to decide exactly
what information is wanted, how it will be used, and how the answers will be
summarized and classified. Then precise, simple questions free from ambiguity
have to be framed. As far as possible, answers should be “yes’ or “no” or
numerical. Wherelonger answers are required, it may be useful to providealist
of possible answersand ask for oneto be marked. Questions should be arranged
in logical order so that each answer leads to the next.
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If there are doubts about the respondents’ ability to understand the questions
and give clear answers, the questionnaire should be subjected to preliminary tests.

Interviews

In management consulting, interviewing is the most widely used technique of
data-gathering, together with the retrieval of recorded data.

One advantage of interviews over questionnaires is that every answer can
be tested and elaborated. Questions supplement and support each other,
confirming, correcting or contradicting previous replies. They aso lead to
related facts, often revealing unexpected relationships, influences and
constraints. The interview is flexible and adaptable. If one line of questioning
fails to produce the required data, another can be tried. This may be suggested
by the interviewee's answers.

The consultant needs to be alert and attentive to learn not only from the
direct replies but aso from the inferences, comments, asides, opinions,
anecdotes, attitudes and gestures that accompany them. Non-verbal messages
can be very significant.

The consultant should be guided by general rules of effective interviewing,
which have been described in various texts.6 Some more specific experiences
and suggestions concerning the use of interviewsin management consulting are
given below.

What facts. In deciding what facts are needed, the consultant takes account of
the knowledge the interviewee is expected to have — for example, a production
manager is unlikely to know precisely what terms of credit are extended to
customers, while a district sales manager is probably not informed about the
planned maintenance of machines. For background information, a genera dis-
cussion may suffice. Ontheother hand, information that will help to solve problems
or develop improvements needsto bethoroughly examined, probed and understood
(e.g. workers attitudesto simplifying working proceduresin order to rai seoutput).

Who should be interviewed. Obviously interviewees should be dealing
with the activities under study —for example, for billing procedures, theinvoice
clerk would be the best source of information. To obtain full cooperation and
avoid slighting anyone, however, the consultant should first approach the
manager responsible and allow him or her to designate informants. Later the
consultant may refer to others to complement or confirm information. During
initial interviews he or she can ask who has supporting information.

When to interview. Information gathered from interviews makes more
senseif it comesinlogical order —for example, if productsare known it iseasier
to follow the operations for manufacturing them. Interviews should therefore
follow a seguence so that each builds on information derived from those
preceding it. They should be preceded by a careful study of records, so that
time-consuming interviews are not used to collect data available in another
form. The amount of time an interviewee can make available for the interview
and his state of mind cannot be ignored.
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Where to meet. Selection of a meeting place should take into account the
following:

— proximity to the activity under study;
— the convenience of the interviewee;
— avoidance of noise and interruption.

Generadly, people are more relaxed and communicative in their own
surroundings. They also have al information to hand there. Only if the
interviewee's workplace has serious drawbacks, such as noise, lack of space or
frequent interruptions, should the consultant invite him or her to meet
elsewhere (perhaps in the consultant’s office at the client’s premises).

How to proceed. Although the conduct of an interview will vary according
to the characters of the interviewee and the consultant, their relationship, and
the circumstances under which they meet, the guidelines summarized in box
8.3 usually apply.

In interviewing, the consultant may encounter unexpected resistance. This
can be expressed in many different forms. questions are not answered, answers
are evasive or too general, doubts are expressed about the usefulness of the
exercise and the consultant’s approach, and similar (see also section 4.4). If
this happens, the consultant should quickly consider whether he or she is
provoking resistance by aggressive or tactless questioning, or by asking
guestions that the informant considers banal or poorly prepared. It may be
good tactics to ask the informant directly about his or her feelings concerning
the interview: this may unblock the situation. There is, however, not much
point in pursuing an interview in which the informant is clearly not
cooperating.

Data-gathering meetings

Another possibility in diagnosis is for the consultant to arrange a special
meeting, a sort of collective interview, to generate data related to the problem
under consideration. During such a meeting, care is needed to ensure that it
does not move into discussing possible solutions before sufficient data have
been gathered.

Data-gathering should involve al those who are associated with the
problem in any way. Sometimes the consultant may suggest including others
who are not directly related, but whose presence could be helpful for data-
gathering. However, a data-gathering meeting should not be too large; this can
inhibit some of those present and prevent the sharing of needed information.
It may be preferable to schedule several small meetings in order to offer the
more intimate climate essential for gathering data, and to hold separate
meetings with people who would not give their views openly in the presence
of their superiors or other colleagues (e.g. supervisors may speak more openly
in a meeting where the production manager and the personnel manager are
not present).
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Box 8.3 Principles of effective interviewing

(1) Before the interview

Prepare questions likely to reveal the required information (the list will merely
serve as a guide and a check that the interview covers all the necessary
ground, and should not prevent the exploration of related topics).

Find out about the interviewee’s job and personality.
Inform the interviewee of the purpose of the interview.

(2) During the interview

Give further detailed explanations to the interviewee at the beginning and
request help in solving the problem.

Start the interview in a relaxed and pleasant atmosphere, making sure that you
break the ice at the opening.

Ask questions likely to lead towards required information, allowing the
informant to follow his or her own line of thought so long as it does not stray
too far from the subject under review or become too trivial.

Encourage a spontaneous flow of information by asking further questions,
making judicious comments supplementing the interviewee’s statements, and
showing interest by smiling, nodding, mentioning that information is interesting,
new to you, etc.

Except for such encouraging interjections, don’t interrupt. Don’t appear critical
of the way things are done now since this may antagonize the informant. Don’t
argue and don’t jump in with suggestions for improvements.

If questions are answered vaguely, pursue them in a pleasant and non-
aggressive way until the answers are fully clarified.

Be alert to non-verbal messages, feelings and impressions.

Note facts and opinions during the interview (with the respondent’s
agreement); note impressions and feelings after the interview.

Before leaving, confirm what you have noted. Thank the informant for help,
leaving the way open for further interviews if necessary.

(3) After the interview

Read over the notes of the interview, list points to be checked and transcribe
reliable information in the assignment’s classified data record.

If appropriate, send the interviewee a typed summary for verification.

Use information from one interview to prepare questions (e.g. for cross-
checking) for other interviews.

Surveys of employee attitudes

The attitudes of staff in the client organization play somerolein most consulting
assignments. The consultant should be dert to attitudes when observing
operations and processes, when interviewing people, and in al contactswith the
client and the staff. |n some assignments, a special survey of employee attitudes
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may be required. This may be the case in assignments involving changes in
employment and working conditions if the consultant needs to establish how
people feel about present conditions and how they might react to the change
likely to be proposed. As arule, asurvey is more likely to be needed in alarge
organization than in a small one, especidly if it is suspected that different
opinions and attitudes exist, but the number of people concerned makes it
difficult to judge their relative importance.

The organization and the techniques of attitude surveys are described in
specialized publications.” A management consultant who is competent in this
area may undertake such a survey. Alternatively, the consultant can turn to a
specialist in social and behavioural research. The main techniques used are
those described above, including observation, interviews and questionnaires.
There are also special techniques, as used for instance in sociometric studies or
motivational research. Their effective use requires specia training, but they
would not be needed in most management consulting assignments.

Estimates

When hard data are not available, or are difficult to obtain, the consultant may
consider using estimates. Estimates are best made by people directly involved
inthe activity concerned, who have first-hand knowledge and who, in addition,
will morereadily accept proposals based on datathey themsel ves have supplied.
Wherever possible, estimates should be obtained from more than one source
and cross-checked. If there are significant differences, the informants them-
selves should try to resolve them. If they cannot do so, atest may be applied,
observations taken, or special recording installed.
The consultant may accept the client’s estimates:

« inrespect of factsfamiliar to the client (e.g. frequent machine operations, or
regular patterns of work);

« 0N aspects of the situation that do not need to be precise (e.g. percentage of
total costs represented by administrative overheads, in order to decide
whether to control these costs closely);

« toindicate whether further observation would be rewarding (e.g. incidence
of machine breakdowns, or of lack of stock of finished products);

« to ascertain whether potential benefits from improvements are worth more
accurate measurement (e.g. savings from substitute materials or change of
product design;

« Where the estimate can be tested (e.g. if estimates of operating times to be
used for production planning and control would result in a product cost
permitting the client to sell at a reasonable profit).

Before using estimates, the consultant should check their validity against
experience. An effective way of doing this is to use a known total volume,
quantity, or cost for arecent period or aknown capacity. Thisis compared with
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the measurement or capacity that results from multiplying the estimate for a
single item by the total number of items. For example, the estimated quantity
of material required to manufacture a product is multiplied by actual numbers
produced during arecent period. Thisis compared with the quantity of material
actually issued from store to production.

Another means of checking estimatesisto compare them with datarecorded
elsewhere. Such acomparison must be made with care and will only bevalid if
the data being compared relate to identical circumstances. Datafor comparison
may be found in trade publications, in the files of the consulting organization
or from organizations that have collaborated in benchmarking projects.

In addition to checking the validity of estimates, the consultant needs to
consider thedegree of error they entail and decidewhether thisistolerable. Where
there is a strong probability that the error is within the limits of tolerance, the
estimate can be used. If the error is too high, the consultant will have to devise
ways of obtaining more precise and reliable datainstead of using an estimate.

Estimates often concern data on devel opments and trends that areindependent
of the enterprise concerned (e.g. market prices, energy prices, transportation
tariffs, exchange rates, interest rates, inflation). Many of these estimates can be
obtained from competent specialized sources, such as government agencies,
banks, business research institutes, or financial and market anaysts. The
consultant should choose an external source of estimates with extreme caution,
bearing in mind that not all sourcesare equaly reliable. It isuseful to know how
the estimate was made —isit a“ best guess’, acommon opinion shared by many
expertson thetopic, or wasaforecasting model used? Onwhat conceptswasthat
model built? The consultant should never blindly accept, and provideto theclient,
estimates on the basis of which the client will haveto makeimportant investment
and financial decisions. Of course, not all risks can be eliminated, but the use of
false information must be avoided.

Cultural issues in gathering data

Sensitivity to cultural factors (see Chapter 5) isvery important in data-gathering
activities, in which the consultant interacts with many different individuals and
groups in the client organization. In this respect the consultant must keep in
mind both the country’s and the organization’s culture (box 8.4). Even the
particular microculture in different parts of an organization can influence how
an interview is conducted or whether a group can be observed during work. It
may be difficult and time-consuming for the consultant to determine the cultural
norms of different groups, but it is essential.

8.5 Data analysis

Data cannot be used and converted into meaningful information without
analysis, the purpose of which goes beyond research and appraisal. The ultimate
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Box 8.4 Cultural factors in data-gathering — some examples

« Inmany countries, the interview cannot possibly start until the host (respondent
or consultant) has first offered a beverage to the visitor.

« There may be cultural biases that hamper the use of a data-gathering technique.
In one country where English was not the first language, a consultant went
through the usual steps in preparing a questionnaire to be administered to a large
group of people. When the data were reviewed, the unanimity of responses was
surprising. As the consultant pursued this with some members of the client
system, he discovered that it was the custom in that country for those answering
a questionnaire to provide the information that they thought was wanted by
those administering the questionnaire. It would have been impolite to do
otherwise! The respondents had all determined the kind of answer the consultant
would want and had provided it.

« In a Muslim country, a consultant was on an assignment that required data to
be gathered from workers, some of whom were female. When the first
interview was held, the consultant was surprised to find that the respondent
brought along another woman, even though the consultant was herself a
woman. Obviously, having another person present during the interview raised
a question as to the validity of the data. After several interviews had been
conducted, the consultant discussed this with the client. Only then did she
learn that in that country (and there are differences among Muslim groups) a
woman was not permitted to converse with a stranger, even another female,
without an older woman from her own household being present.

aim of the consulting process is to initiate and implement change, and data
analysis should help to achievethis.

A correct description of redlity, i.e. of conditions and eventsand their causes,
is therefore only one aspect of analysis. The other, more important aspect isto
establish what can be done, whether the client has the potentia to do it, and
what future benefits should be obtained from the envisaged changes.

Thereis, therefore, no clear-cut distinction between analysis and synthesis.
Synthesis, in the sense of building awhole from parts, drawing conclusions and
developing action proposals, starts somewhere during dataanalysis. Thus, data
analysis evolves gradually to synthesis. Indeed, analysis and synthesis are two
sides of one coin, and consultants apply them simultaneously. A consultant does
not have to discover new wholes by combining parts each time he or she
undertakes an assignment —theoretical knowledge and practical experience help
the consultant to synthesize while analysing.

If the consultant can establish that the problem observed follows a general
rule, he or she will apply the deductive method, i.e. assuming that the
relationships described by the rule exist in the case being dealt with. The
consultant has to avoid the temptation to draw hasty conclusions from
superficially analysed facts and alow ideas to become fixed before examining
the facts in depth (“This is exactly the same case | have seen many times
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before!”). Put in other terms, it is not possible to use deduction where induction
applies, and vice versa. In practical consulting work, the two methods are
combined and complement each other, as analysis and synthesis do.

Editing the data

Before being analysed as described below, data need to be edited and screened.
This includes checking their completeness, verifying the clarity of recording
and presentation, eliminating or correcting errors, and making sure that uniform
criteriawere applied in data-gathering.

Asan example, consider the recording of aproduction operation: if 19 record-
ings show aduration of between four and five minutes, one recording indicating
12 minutes cannot beused in cal cul ating an averagefigure. Such an extremerecord-
ing can happen in quite different contexts — for example in accounting, where
overhead costs may beinaccurately distributed among various products, or where
one account may include items that should bein adifferent account.

Cross-checking helpsin some instances: for example, information obtained
in an interview can be verified by subsequent interviews. In other casesthereis
no possibility of cross-checking and the consultant must use experience and
judgement, together with advice from the client’s staff, to “ clean” the dataprior
to analysing them.

Classification

The classification of datawas started before the beginning of fact-finding, when
criteria were established for the organization and tabulation of data (section
8.3). Further classification, and adjustments to the classification criteria, are
made during and after fact-finding (e.g. the consultant may decideto useamore
detailed breakdown of data than originally planned). If facts are recorded in a
way that permits multiple classification (e.g. in acomputer), the consultant can
try several possible classifications before deciding which one is most relevant
to the purpose of the assignment.

Both quantified and other information needs to be classified. For example,
if complaints about the shortage of training opportunities come only from
certain departments, or from people in certain age groups, the classification
must reveal this.

The main classification criteria used by consultants are:

o time;

« place (unit);

o responsibility;

« structure;

« influencing factors.

Classification of data by time indicates trends, rates of change, and random
and periodic fluctuations.
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Classification by place or organizational unit helpsin examining problems
associated with various parts of the organization and devising solutions related
to the specific conditions of each unit.

Classification by responsibility for facts and eventsis adifferent matter —in
many cases responsibility may lie outside the place (unit) where afact has been
identified. The consultant may need to identify responsible organizational units
and/or particular personsin these units.

Classification according to the structure of entities and processesis essential
and uses anumber of criteria. Employees, materials, products, plant and equip-
ment, customers, and so on, can be classified from many different points of
view. An important objective in this case is to define how changes in com-
ponents affect the whole, and to direct action towards those components that
have a major influence on total results. For example, the total lead time of a
steam turbine may be determined by the machining and assembly time of one
component — the rotor. Classification of customer complaints by product or
production unit indicates where to focus quality improvement efforts.

Operations in a production process can be classified according to their
sequence in time and presented in a table or diagram, or on the plan of the
workshop (which makes it possible to indicate the directions and distances of
movements of materials). Organizational relations, formal and informal, can be
classified by means of charts, diagrams, matrices, and so on.

Classification by influencing factorsis a preparatory step in functional and
causal analysis. For example, machine stoppages may be classified by the
factors that cause them: lack of raw material, break in energy supply, absence
of worker, delay in scheduling, lack of spare parts, and so on.

In many cases simple classification (by one criterion) will not suffice: cross-
classification is used, which combines two or more variables (e.g. employees
classified by age group, sex, and length of employment with the organization).

Analysing organized data

The data, prepared and organized by classification, are analysed in order to
identify relationships, proportions and trends. Depending on the nature of the
problem and the purpose of the consulting assignment, a variety of techniques
can be used in data analysis. The use of statistical techniques is common
(averages, dispersion, frequency distribution, correlation and regression), and
various other techniques, including mathematica modelling or graphical
techniques, are often used. Thereader isreferred to the specialized literature for
detailed discussion of these.

Statistical and other quantitative analysis is meaningful only where
qualitative relations can be identified. For example, an association between two
variables can be measured by correlation, but correlation cannot explain the
nature and the causes of the relationship.

The main objective of quantitative analysisisto establish whether aspecific
rel ationship exists between various factors and events described by the dataand,
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if s0, to examineitsnature. If possible, the relationship is quantified and defined
as a function (in the mathematical sense of the term), describing how one or
more dependent variables relate to one or more independent variables. The
purpose is to discover and define relationships which are substantive and not
just accidental. For example, the consultant may find out from data gathered in
various firms that the cost of a major overhaul of machine tools is in some
relationship to their purchase price. If such a relationship is defined as a
function, the consultant can forecast the cost of overhaul and its influence on
production costsin other firms using similar equipment.

Using ratios

A common way of expressing and measuring relationships is as ratios. Ratios
can be used to test whether inputsto an activity generate commensurate outputs,
examine whether resources and commitments are properly balanced, or express
the internal structure of a particular factor or resource.

In detailed analytical work, theratio of global aggregate datamay be broken
down into analytical ratios. For example, a series of ratios is often used to
measure labour productivity:

V_ V, DH , PW

E DH  PW ~ W ¥

mis

where V = value of production,
E = total number of employeses,
DH = total direct labour hours,
PW = total number of production workers,
W = total number of manual workers.

There are no limits to the construction of detailed analytical ratios in any
business and any functional area of management. Here again, working with a
guantitative ratio makes sense if there is some qualitative relationship, and if
using aratio makes the analysis more meaningful by measuring thisrelationship
and comparing it to a standard or another known case.

Causal analysis

Causal analysis (see also box 8.5) aimsto discover causal relationships between
conditions and events. It provides akey to planning change and improvements.
If the causes of certain situations, results or problems are known, they can be
examined in depth and action can focus on them.

In most cases, the consultant would start the investigation with one or more
hypotheses as to what the cause(s) of a problem may be, based on knowledge
and experience. To confirm the possible main causes the consultant needs to
have a comprehensive, synthetic view of the total process or system he or she
is examining, and of the whole organizational context.
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Box 8.5 Difficulties and pitfalls of causal analysis

« Cause and effect. Frequently conditions are observed that influence each
other and there is a risk of mistaking an effect for a cause. A typical example
is the relationship between poor staff morale and low performance of the
organization. Is poor staff morale a cause of low business results, or do low
results depress the staff and lower morale? If a static view is taken, these
conditions influence each other, and there may be a vicious circle; but which
condition is the cause of the other?

« Basic or primary cause. Suppose that the consultant establishes that falling
sales and profits are the cause of low staff morale. What then is the cause of
the poor business results? The consultant finds out that it is the loss of an
important foreign market. But why was that market lost? It was lost because
of a serious mistake in pricing policy. Why was that mistake made? And the
exercise goes on... In diagnosing business and management problems,
consultants face chains of causes and effects. The issue is how deep and how
far to go in looking for basic (or primary) causes. Here again, it helps to keep
the purpose in mind. The consultant will have to consider one cause as basic,
even if it is only “relatively” basic. As a rule, it will be one on which the client
will be able to act. The consultant will thus be able to propose solutions that
will address fundamental causes, without suggesting the impossible.

« Multiple causes of one effect. A problem frequently has two or more causes,
although one of the causes may be more important than the others. This is
often observed in personnel problems (a manager’s behaviour and
performance are affected simultaneously by problems encountered in the
office and at home), or in organizational problems caused by parallel but
independent events (e.g. a change in foreign-exchange rate and retirement of
an outstanding marketing manager).

« Multiple effects of one cause. The opposite also happens frequently: one
condition is found to be the cause of a number of effects. For example, the
existence of a political or ethnic clique in an organization can be the cause of
numerous personnel, managerial and performance problems.

« Cause or culprit? The temptation to designate a person responsible for the
existence of a problem may be strong. While this may be inevitable in
instances of flagrant mismanagement or personal irresponsibility, in most
situations it will make the identification of a real cause more difficult and
resistance to change will increase.

Only rarely would a consultant face a situation in which an unusual causal
relationship would be discovered. But it may happen; for example, a consultant
from an industrialized country working in a developing economy may discover
causal relationships between certain cultural factors and the economic
performance of an organi zation which are unknown to him or her from previous
studies and work (such as different causes of absenteeism, or ethnic factors
affecting the distribution of roles within afactory).
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It is always necessary to proceed methodically, examining in detail, on the
basis of the information collected, whether a hypothetical cause could really
have created the effect observed. Theoretically, it would be possible to remove
one hypothetical cause at a time to examine what happens to the effect. For
example, in aworkshop with poor working conditions workers get tired quickly
and every day the output drops considerably after three or four hours of work.
If the conditions (e.g. ventilation or lighting) are changed and output does not
increase, or only very dlightly, the consultant has to look for a different cause.
It may be malnutrition. Bad working conditions may aggravate the situation, but
are not its main cause.

Unfortunately, to experiment by removing one or more hypothetical causes
isnot possible, or would betoo lengthy and costly, in dealing with management
and business problems. In most casesit is the high-quality diagnostic work that
has to eliminate some hypothetical causes and establish the real one.

Force-field analysis

One way of looking at relationships and factors affecting change is through
force-field analysis, developed by Kurt Lewin (figure 8.1). In this concept,
the present state of affairs in an organization is thought of as an equilibrium
maintained by two groups of forces working in opposite directions: driving

Figure 8.1 Force-field analysis
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(impelling, helping) forces move towards change, while restraining (impeding,
hindering) forces hamper change.

In analytical work, these two sorts of forces have to be identified and the
relative strength of each force assessed. Change occurs when imbalance is
created between the two groups of forces (e.g. by adding one or more new
forces, or increasing or decreasing the strength of an already existing force).
Eventually, anew balance between driving and restraining forcesis established.
And the process continues.

Comparison

Comparisonisan essential analytical tool, closely linked to the methodol ogical
tools discussed above. The principal alternatives for comparison commonly
used in preliminary diagnostic surveys were mentioned in section 7.2. In
detailed diagnostic work the same reference points are used, but in addition to
global appraisal, comparison is used to examine operating details and develop
solutions. The various bases for comparisons made within the client organi-
zation are represented in figure 8.2. The consultant can compare C with A, C
with B, C with D, E with C, and so on.

Of specia interest is comparison that helps to establish future standards (of
potential achievement) and thus provides guidancefor the development of future-

Figure 8.2 Various bases for comparison
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oriented proposals. It is particularly in this connection that comparison turns to
examples, models and standards from outside the organi zation and even outside the
sector or country. The consultant should consider whether thediversity of conditions
permits such comparison, especidly if it isto be used for more than genera judge-
ment —namely for specific suggestionsto the client asto what he or she should do.

Interfirm comparison is often used to assess global performance indicators
against comparable data from other firms, or against sector standards. Bench-
marking is a more analytical technique, which focuses on specific processes,
operations and functions within organizations. It has been used by many firms
to identify standards achieved by other organizations collaborating in the same
benchmarking project or scheme, compare experiences and conditions, and
develop specific proposals for improvements (see also section 20.3).

Analysing the future

Owing to its focus on action and improvements, all consulting work must be
essentially oriented to the future. Whether the client is struggling for survival
or is a highly profitable company looking for new business opportunities, the
key questionswill always be: what will be our future opportunities? What shall
we do in the future to achieve our purposes? Shall we focus on correcting past
errors or shall we take a completely new path?

Thisfuture orientation gives a particular ant to data analysis. Consultants
haveto collect or establish data on a situation that does not yet exist, in addition
to collecting data on existing realities. They have to assess these data and
recommend desirable courses of action that the client should take.

Thefutureis, of course, related to the past and the present. Many future events
and relationships can be predicted. Itistherefore essential to analysetrendsin data
describing the environment and the organization concerned. All consultants are
interested in trends, whether the assignment deals with business strategy or with
anarrower technical problem such assimplifying or automating production records.

Unfortunately, the most common approach to future-trend analysisissimple
extrapolation. We tend to think of the future as a mere extension of past trends,
because we are unable or unwilling to consider what new developments may
alter them radically. In periods of rapid technological, social and other changes
— and we are living in one such period — it is normal for past trends not to
continue into the future without substantial alterations.

Dataon future trends collected from various external sources of information
have to be examined cautiously and their reliability assessed. For example, a
consultant working for aclient enterprise with highly energy-intensive produc-
tion processes obtains information on new power-generating capacities in
construction, on their planned compl etion dates and on foreseen changesin the
price of electricity. He or she should take into account that new power plants can
be years behind schedule, that their actual cost is often higher than the origina
projected cost and that the price of energy will depend on many variables,
including the government’stax and regulatory policies. How will this affect the
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future development structure of costsin aclient organization which is a major
consumer of electricity? It may be necessary to develop aternative plans and
estimate with what probability they are likely to become aredlity.

Future devel opments within the client organization will also be affected by
environmental changes. For example, in analysing the time dimension of a
product life-cycle it is necessary to consider whether the curve which is usua
in agiven sector applies, or whether progress in technology imposes the use of
a different curve, as has been amply documented by the pace of change in
information and communication technologies.

The same applies to ratio analysis. Some ratios may become less important
or even meaningless. Inretail selling the ratio of sales per employeeretained its
meaning with the transition from small shops to department stores, super-
markets and self-service stores. However, it is losing its meaning with the
advent of automatically controlled sales surfaces if even the cashiers are
replaced by electronic control and billing equipment. Ratios such as sales per
sguare metre of selling surface, or sales per $1,000 of invested capital, become
more significant. In general, ratios permitting the assessment of total factor
productivity are becoming more important than [abour productivity ratios.

Synthesis

To amanagement consultant, analysis and synthesis are two sides of one coin.
As data analysis is progressing, the consultant’s approach will increasingly
involve synthesis—identifying basic rel ationships, trends and causes, differenti-
ating between fundamental and secondary events and factors, and defining
conditions that have to be changed if a whole process or organization is to
change. In particular, the consultant operates as a synthesist when looking ahead
and helping the client to define an action programme for the organization.

Synthesis is considerably more difficult than pure analysis. Many bulky
analytical reports, often based on vast numbers of facts and defining long lists
of problems, are difficult to use because they lack synthesis. Key conclusions
are not drawn and key measures are not identified. Asall the measures proposed
cannot be introduced at the same time or with the same vigour, action startsin
a haphazard way or is soon abandoned.

Effective synthesis is probably one of the main things that a new manage-
ment consultant hasto learn. Of course, consultants are not the only people who
may have problems with synthetic thinking and using the synthetic method
effectively. AsAlvin Toffler has pointed out:

Our civilization placed an extremely heavy emphasis on our ability to dismantle
problems into their components: it rewarded us less often for the ability to put
the pieces back together again. Most people are culturally more skilled as
analysts than synthesists. This is one reason why our images of the future (and
of ourselvesin that future) are so fragmentary, haphazard and wrong... Today we
stand on the edge of anew age of synthesis.8
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Synthesisisthe aspect of diagnostic work that providesthelink with the next
phase of the consulting process — the action-planning phase, which will be
discussed in Chapter 9.

8.6 Feedback to the client

We havereferred anumber of timesto the desirability of actively involving the
client in data-gathering and other diagnostic operations. The objective is to
build atruly collaborative consultant—client relationship at an early stage of the
assignment, and to prevent various negative attitudes and reactions on the part
of the client. These are difficult to avoid if he or sheis poorly informed about
what is going on, and if the consultant’s findings and conclusions come as a
surprise. We have mentioned, too, the need to give feedback to the client during
the diagnostic phase.

What is feedback?
Giving feedback provides the client with information that can:

« tell the client something new and meaningful about his or her organization;

« make the client aware of the approach taken by the consultant and the
progress made in the investigation;

« increase the client’s active contribution to the assignment;

« stimulate the client to help the consultant to stay on the right track, or
reorient the investigation if necessary.

Feedback during diagnosisiis itself a diagnostic method. Properly selected
and presented information will provoke some reaction on the part of the client,
and so the consultant should keep firmly in mind what reaction he or she wants
to generate:

— Does he need more information on the topic?

— Is she seeking information on a new topic, about which the client was
reluctant to speak?

— Should the client criticize the data?

— Doesthe consultant want to shake up alethargic client by showing alarming
data?

Giving feedback to the client is simultaneously an intervention technique
used to stir up change:

o Isthiswhat is wanted?

« Is there enough reliable information to feed back to the client with the
intention of stimulating change?
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« Istherearisk of causing panic or generating premature changes?
« Should the client be warned against this risk?

When to give feedback

Feedback is more than reporting on the work performed. It should be given at
moments when it can serve a specific purpose. One example is to show the
client that the data collected so far indicate the existence of some new problem
or opportunity, not foreseen in the negotiation and planning of the original
assignment; another is when the consultant feels that he or she has enough
information to eliminate certain hypotheses formed at the beginning, and wishes
to discuss thiswith the client. A consultant who pursues the strategy of “many
small steps’” may give feedback each time he or she has enough information to
decide on the next step to take.

To whom to give feedback

In principle, feedback should be given to those from whom the consultant
expects further help, more information, or action related to the problem. It is
often emphasized that if feedback is too restricted (reserved to selected
individuals or small groups of senior managers), it is unrealistic to expect other
people to be interested in hel ping the consultant. Some authors regard thisas a
question of consulting ethics: if people readily provideinformation and demon-
strate their interest in the assignment, they have the right to receive feedback on
what has been done with their information. In theory, all people interviewed
should thus receive some feedback fairly soon after the interview. In practice
therearelimitsto this. Someinformation will clearly be confidential and cannot
be divulged to alarge number of employees. Deciding who should be informed
about the consultant’s findings, and a what stage, is aso a question of
consulting tactics. For example, individuals who originally refused to give
information to the consultant may change their attitude if they see that the
consultant is sharing information with them.

What feedback to give and how

The consultant wants to show that he or she has not been wasting time and has
important information to share. But the purpose is not to impress people. The
consultant should be selective, sharing information that is meaningful, about
which the client is likely to be concerned, to which he will probably react, and
which will activate him.

Giving feedback is not telling the client what he or she already knows. This
isagenera rule, to be consistently observed in reporting and communicating with
the client. But when theinformation collected containsfactorsthat are genuinely
new to the client, or shows unsuspected links between effect and cause or hidden
strengths and weaknesses, it iswise to give feedback on these issues.
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Giving feedback is not evauating the client. Therefore, the consultant
should avoid value judgements; it is the client who should draw such
conclusions from the information presented to him or her in an impartia
manner. The purpose should always be kept in mind. For example, it is not good
tactics to speak only about problems and difficulties encountered by the
consultant. Feedback should also point to the client’s problem-solving potential ,
and suggest strong points that might be devel oped.

Form of feedback

The need for careful preparation of the data and of the form of feedback to be
used cannot be overemphasized. Individualized oral feedback to important
members of the client organization is very common. Another form is written
information (e.g. interim reports or memoranda). Many consultants like to use
feedback meetings with various groups in the client organization. These
meetings can provide valuable additional information and help the consultant
to focus the investigation on key issues. They invariably revea attitudes to the
problem at hand and to the approach taken by the consultant.

Closing the diagnostic phase

Theend of the diagnostic phase provides an important opportunity for feedback.
Before submitting adiagnostic report, consultants may find it useful to hold one
or more feedback meetings to review the main findings; this may help them to
identify remaining gaps in the analysis, and aso prepare clients for the
conclusions that will be formally presented to them.

Even if the assignment is to continue (i.e. if it is clear that there will be a
smooth transition from the diagnostic work to action planning and then to
implementation), there may be a good case for submitting a progress report at
what is ostensibly the end of a predominantly diagnostic stage in an assignment.
The period of obtaining and examining facts may have been lengthy, and costly
tothe client. Many managers may not have been involved very deeply, although
they areinterested in what the assignment will produce. A good progress report
will certainly be welcomed. It should tell the client clearly how the work was
focused, whether diagnosis has confirmed the choices made or discovered new
problems and opportunities, and how the work on action proposals should
be oriented.

Thereare, then, assignmentsthat will have no further phase, such as manage-
ment audits and comprehensive diagnostic studies of organizations. In these, the
consultant isrequired to establish and analysefacts, but for somereason the client
does not want him to go beyond this point. In such cases the diagnostic report
will serve as an end-of-assignment report (see Chapter 11).

If the assignment is to continue, obtaining the client’s agreement before
embarking on action planning (e.g. on designing a new information system or
workshop layout and planning its application) is essential. Consulting contracts
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often specify in detail what exactly will happen at the end of the diagnostic
phase, beforeit isdecided if and how to pursue the assignment.

1 This section is inspired by the discussion of the “purpose principle” in G. Nadler and S.
Hibino: Breakthrough thinking: The seven principles of creative problem solving (Rocklin, CA,
Prima Publishing, 1994).

2 Jerome H. Fuchs addressing the Society of Professional Management Consultants in New
York.

3P, Block: Flawless consulting: A guide to getting your expertise used (San Francisco, CA,
Jossey-Bass/Pfeiffer, 2nd ed., 2000), p. 176.

4 Many books on business research methods are available on the market. For various methods
of representing work processes see G. Kanawaty (ed.): Introduction to work study (Geneva, ILO,
4th (revised) ed., 1992). See dso S. Nagashima: 100 management charts (Tokyo, Asian
Productivity Organization, 1987).

5 See, e.g., Kanawaty, op. cit.

6 See M. Kubr and J. Prokopenko: Diagnosing management training and devel opment needs:
Concepts and techniques, Management Development Series No. 27 (Geneva, ILO, 1989), or J.

Quay: Diagnostic interviewing for consultants and auditors (Columbus, OH, Quay Associates,
1986).

7See, eg., T. K. Reeves and D. Harper: Surveys at work: A practitioner’s guide (London,
McGraw-Hill, 1981). Useful recent guidelines on designing workplace surveys arein P. Morell-
Samuels: “Getting the truth into workplace surveys’, in Harvard Business Review, Feb. 2002,
pp. 111-118.

8 A. Toffler: The third wave (London, Pan Books, 1981), p. 141.
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ACTION PLANNING 9

With action planning the consulting process enters its third phase. This phase
includes developing possible solutions to the problem diagnosed, choosing
among alternative solutions, presenting proposals to the client, and preparing
for the implementation of the solution chosen by the client.

The continuity between diagnosis and action planning cannot be over-
emphasized. The foundations of effective action planning are laid in excellent
diagnostic work, i.e. in defining and analysing problems and purposes as well
as the factors and forces that stimulate or hamper the change process in
the client organization. Diagnosis provides a basic orientation for action-
planning efforts.

However, despite this emphasis on continuity and on the need to base action
planning on diagnosis, there are significant differences in approach and
methodology. The emphasisisno longer on analytical work, but on innovation
and creativity. The objective is not to find more data and further explanations
for the existence of a problem, but to come up with something new. Obviously,
not all solutionsto clients' problemswill involvetotally fresh approaches. Often
therewill be no need to develop a new solution from scratch because a suitable
one dready exists somewhere. Yet, even transfer and adaptation require
imagination and creativity. [gnoring the uniqueness of the client’s condition and
mechanically transplanting solutions that have worked in other organizationsis
one of the worst (though not one of the rarest) consulting flaws.

Theclient’sinvolvement in action planning should be even more active than
in the diagnostic phase. There are several reasons for this:

— Extensive conceptual, design and planning work on possible solutions
should only be undertaken if the client is fully familiar and in complete
agreement with the approach taken, and will be able to go along with the
aternatives that are being pursued. This agreement can best be established
by working jointly with people who are in a position to ascertain what the
client organization will accept and be able to implement.
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— Action planning requires the best talents to be mobilized and all good ideas
to be examined; it will be ineffective if the talents within the client
organization do not contribute.

— Aswith diagnosis, the client’s personnel can do a great deal of the design
and planning work with back-up from the consultant, thus reducing the cost
of the project.

— Participationin action planning generates commitment that will be necessary,
and put to the test, at the implementation stage.

— Lastly, action planning provides a new range of learning opportunities for
the client; these opportunities are even more interesting that those offered by
diagnosis, but will definitely belost if the consultant isleft to proceed alone.

Section 4.5 describes various intervention techniques for assisting change.
Some of these techniques can be used in working on action proposalsin ateam
with the client and his or her staff.

Time may have become a constraint. In many assignments too much timeis
spent on collecting and examining facts, and when it comesto the devel opment of
proposalsthereisageneral desireto finish the project assoon aspossible. Thecon-
sultant isleft with littletimeto prepare aternatives and rapidly developsonly one
solution. Even the work on one proposal may have to be concluded short of per-
fection. This can be avoided by properly scheduling the assignment and making
surethat enoughtimeisleft for acreative search for the most appropriate solution.

9.1 Searching for possible solutions

The client expectsthe consultant to recommend the best solution to the problem,
or suggest the best way of taking a new opportunity. However, it is seldom
possible to point immediately to an obvious best solution. Most business and
management problems have more than one solution and in some cases the
number of aternative solutions is high, especialy if the purposes pursued are
complex. The consultant may already be aware of some possible solutions, but
unaware of others. Often the complexity and the originality of the situation are
such that no clear-cut solution comes to anybody’s mind immediately. New
situations cannot be dealt with using old approaches, and management
consultants operate in afield which is changing extremely rapidly.

The action-planning phase starts therefore with a search for ideas and
information on possible solutionsto the problem. The objectiveisto identify all
interesting and feasible alternatives and subject them to preliminary evaluation
before starting detailed design and planning work on one proposal.

Orienting the search for solutions

The main factor to be considered is the nature of the problem, especialy its
technical characteristics (functional area, techniques or methodsto be changed),
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complexity (technical, financial, human and other aspects, importance to the
client organization, need to respect sectoral technical standards), and degree of
newness (whether the consultant and the client are familiar with the problem,
whether a completely new solution has to be developed or an established
solution can be applied with or without adaptation).

The consultant, in collaboration with the client, will have to decide whether
to direct the search towards solutions that may be commercially available
(e.g. purchasing a standard software package from an IT firm, or towards a new
origina solution (developing new software using the client’s own resources, or
commissioning such work from a specialist software house). It is necessary to
decide how far this search should go. Should it be limited to the client organi-
zation? Could possible solutions be found in other organizations, sectors, or
countries? Is it necessary to screen technical literature? Should a research
establishment be involved? Box 9.1 provides a checklist of some questions to
consider in deciding how to focusthe search for feasible sol utionsto the problem.

Box 9.1 Checklist of preliminary considerations

(1) What should the new solution achieve?
e what basic purpose?
what other purposes?
what level of performance?
what quality of output?
what new product, service or activity?
what behaviour?

(2) How will the new situation differ from the present?
« different products, services or activities?
« different method?
« different system(s)?
« different equipment?
« different location?
« different way of managing?

(3) Are the effects likely to last?
« are the client’s business and market changing rapidly?
« is competition likely to come with better solutions?
« is there a possibility that people will revert to present practices?
« should further developments be foreseen?

(4) Where could solutions or ideas be found?
« in the same unit?
« in the same enterprise?
« from business partners or friends?
o in literature?
« in aresearch institution?
« inthe consulting firm?
« from other consultants?
continued overleat....
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« in different sectors?
o anywhere else?

(5) W