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Executive Summary
Consulting firms report a bullish outlook on the future – expecting strong gains in both revenue
and profit. Consulting firms are thus facing a big opportunity for growth, but managing
growth can cause huge firm disruption. This InfoDoc, based on interviews with more than 250
consulting firms across North America and Europe:
Defines key business metrics
Addresses the factors that impact consulting firms and limit growth
Highlights potential actions to prepare for growth in a positive business environment

• 
• 
• 

Key findings:
	
Business Climate Growth: Consulting firms in North America and Europe are bullish
for the future – Revenue is up 41%
	Focus on the Customer: Firms need to gain deeper visibility and the capacity to
manage the lifecycle of the customer, project, and employee – Customer lifetime
value is seen as the most important KPI by 41% of firms
	Managing Technology: Consulting firms are moving from a build-your-own approach
to state-of-the-art cloud solutions – 73% of firms are moving to the cloud
Can your firm stand apart from competitors to take advantage of project growth and make
the profits you expect?
© Copyright 2014 IDC. All rights reserved.
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Business Climate Growth
Consulting firms in North America and
Europe are bullish for the future

© Copyright 2014 IDC. All rights reserved.
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The Good News:
Consulting firms
are bullish for the
future.

The Risk: Rapid growth comes with
its own unique set of challenges
and needs to be carefully managed
to ensure firm profitability.

Despite the increasing opportunity, firms are facing challenges and struggling to
take full advantage of the positive business environment. To answer the challenges
you must focus on key business priorities going forward.

Top 3 Challenges

Top 3 Priorities

#1

Increasing revenue: 34.8%

#1

Increasing revenue: 45.1%

#2

Maximizing profits: 27.3%

#2

More effective project execution: 29.2%

#3

Better financial management: 24.1%

#3

Hiring and retaining talent: 31.6%

Source: IDC’s 2014 Global Consulting Survey, March 2014
Base = All Respondents
N=253
© Copyright 2014 IDC. All rights reserved.
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Revenue is up 41.2%. Profits
are growing and project key
metrics are increasing
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The survey data is clear: the key business metrics of revenue and margin are increasing
for a large number of firms, supported by more proposals, more projects, more deals and
higher utilization. The Information Economy has opened many opportunities for services
firms, but do you have the operational sophistication and supporting systems to take
advantage of the opportunity and win over the competition?
Q: How was your firm’s performance
over the past four quarters compared
to the previous four quarters?

Revenue

Number of
projects

Average
project size

Proposals
submitted

Source: IDC’s 2014 Global Consulting Survey, March 2014
Base = All Respondents
N=253
© Copyright 2014 IDC. All rights reserved.
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How to prepare for growth
• A ct now to increase the number of clients and the depth of the relationship
with existing clients.

• U se detailed project analytics to optimize your service portfolio to provide

Capitalize the most profitable and highest demand services that leverage current
on growth consulting skills as well as match client and prospect needs.
opportunity • U nderstand metrics / business drivers and capitalize on them to outpace
with better the competition. To maximize profits, the consulting business model requires
diligence through proactive management of a long list of key
visiblity and constant
metrics including utilization, project profitability, realization, etc.
project control

• B uild a metrics-driven business using an integrated system with one,

single, trusted version of the truth, giving management access to real-time
information and supporting the ongoing decision process.

© Copyright 2014 IDC. All rights reserved.
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Focus on the Customer

Firms need to gain deeper visibility and the capacity to manage
the lifecycle of the customer – project – and employee

© Copyright 2014 IDC. All rights reserved.
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Portrait of a modern
consulting firm
Key Business Drivers
• Operations (Project and Employee Lifecycle)
• Business Visibility – Making Better Business Decisions
• Finding New Opportunities (New Clients and New Service Offerings)
• Focusing on the Customer Lifecycle
The 3 lifecycle processes of customers, projects and employees are the core of a successful
consulting business. Each must be managed with trusted operating metrics, as well as
a workflow that fits across the complete lifecycles: prospect to customer (and ongoing
client); project proposal to completion; and employee hire to retire. Firms need to gain
deeper visibility and the capability to manage each lifecycle for firm success.

Modern consulting firms take a lifecycle approach
toward customers, projects and employees
© Copyright 2014 IDC. All rights reserved.
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Key operating metrics for the
modern consulting firm
For modern consulting firms, customer lifetime value and customer retention lead
the list of key operating metrics, followed closely by revenue and net profit.
Modern firms are focused on:

• Maximizing the value of
customer relationships.

• Building a book of high-value
repeat business.

Q: To effectively manage your ongoing business
operations, your managers and executives measure and
monitor certain key performance indicators (KPIs). From
the following list please rate the importance of these
KPIs on managing your business performance (Top 4).

41.5%

40.3%

40.3%

39.9%

Customer
lifetime value

Net
profit

Customer
retention

Revenue
growth

• G aining visibility across the

complete project to keep
client satisfaction high while
maximizing profits.

As project-based businesses, firms continue to measure project
profitability as a critical measure of ongoing business success
Source: IDC’s 2014 Global Consulting Survey, March 2014
Base = All Respondents
N=253
© Copyright 2014 IDC. All rights reserved.
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How to increase visibility and
find new opportunities

• M
 ake better business decisions - Modernizing IT systems can provide business

visibility into the key operating metrics tied to the customer – project – employee
lifecycle.

• G et IT systems that “fit” your business - There are deeply verticalized / specialized

systems available “off the shelf” that are more effective and efficient than building
your own systems. Simply put, they “fit” your business better, they are maintained and
updated by an expert, and they free up your resources to focus on critical business
activities.

• Find and grow the “right” business – Building new offerings and finding new

opportunities needs to be an established (and IT system supported) process that
leverages operating and market data to support building the “right” services,
eliminating unprofitable offerings, and growing the business by expanding into
existing clients and into adjacent offerings / clients. Firms need a highly evolved newservice-introduction process with underlying IT systems to take advantage of growth
opportunities (expanding through additional work in existing clients, finding new
clients in the same industry vertical, and moving into adjacent industry verticals).
© Copyright 2014 IDC. All rights reserved.
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MODERN IT
SYSTEMS:
• S ingle version of
the truth
• M
 anagement
dashboards
• D
 eep analytics around
customer, project and
employee metrics
• D
 esigned for consulting
businesses with
inherent workflows
built from industry
best practices
• Integrated across the
customer, project and
employee lifecycles
• N
 ew-serviceintroduction processes
embedded in the
workflow that facilitates
data-driven service
“product” decisions
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Managing Technology

Firms are moving from a build-your-own approach
to state-of-the-art cloud solutions

© Copyright 2014 IDC. All rights reserved.
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Are in-house systems
ineffective?
Across the board, many firms continue to develop and manage IT systems, even though the
financial and business advantage of buying off-the-shelf (but industry-specific) systems is an
accepted approach and has many advantages. This trend was first observed in a previous global
survey of consulting firms two years ago and continues to be commonplace. In-house developed
systems are often ineffective, difficult to manage and upgrade, and in general not built using
current technology. Developing and maintaining your own IT systems takes business resources
away from business-critical (revenue-generating) activities.

PSA/SRP (Professional Services
Automation / Services Resource
Planning)
Other financial management
CRM (Customer Relationship
Management)
PM (Project Management)
BI (Business Intelligence)/
Analytics
HCM (Human Capital
Management)
Talent
Project collaboration
Business systems

Q: From what firm or source did you purchase this system?
50%
40%
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0

In-House

Purchased

Source: IDC’s 2014 Global Consulting Survey, March 2014
Base = All Respondents
N=253
© Copyright 2014 IDC. All rights reserved.
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Best of breed consulting firms
use industry-specific systems
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A surprising number of firms (potentially over 80%) do not
have industry-specialized financial and project systems in
place despite the demonstrated advantage that they can
deliver over generic financial management and customer
management systems. Despite the critical nature of resources
in a consulting business, most firms do not have HCM and
talent management systems. They do not have the systems
to manage the customer – project – employee lifecycle.

Best of breed consulting firms use
vertical-specific, integrated IT
systems which provide:
• C
 apability to manage complete customer,
project and employee lifecycle
• Visibility into key business metrics
in real time
• S ingle version of the truth to support
business decisions
• N
 ew service development and
introduction process

Q: Which of the following IT systems does
your firm use to manage its business?

Other financial
management

PM

CRM

Source: IDC’s 2014 Global Consulting Survey, March 2014
Base = All Respondents
N=253
© Copyright 2014 IDC. All rights reserved.
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73% of consulting firms are
moving to the cloud

Cloud delivery helps firms more effectively manage
customer, project, and employee lifecycles
The cloud provides many firms an obvious route to app modernization that helps firms move
scarce resources into business-critical areas while solving business visibility challenges with
new, modern IT systems. This also helps to address firms’ priorities by providing ways to more
effectively manage the customer, project, and employee lifecycles.
Q: What type of IT projects is your firm planning over
the next 12 months to improve IT effectiveness?

72.7%
54.5%

Move systems
to the cloud

Improve visibility
into key business /
financial metrics

Source: IDC’s 2014 Global Consulting Survey, March 2014
Base = All Respondents
N=253
© Copyright 2014 IDC. All rights reserved.

45.5%

45.5%

Improve / implement
resource and project
management systems

Integrate front and
back office systems

27.3%
Implement new,
integrated project-based
systems
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Worldwide Survey

Lifecycle management needs
drive front and back office
integration
• B usiness Need: Consulting firms need better visibility into the lifecycles
of customers, projects, and employees via an integrated-system view.

• T echnology Solution: Project management-specific applications

enable effective management and successful execution of the project
across its entire lifecycle. Systems built for managing a consulting
business have project management capabilities built into every process.
Proposals, for example, are tied to the resource management process,
allowing visibility from both sides to ensure customer expectations can
be met, while maximizing resources.

An integratedsystem view
provides the
lifecycle views
B
enefit: An integrated-system view across front and back office, with
•

necessary
project / resource / customer at its core, provides the lifecycle views
to manage a
necessary to manage a profitable business. Eliminating app silos helps
profitable business eliminate data and organizational silos.
© Copyright 2014 IDC. All rights reserved.
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Managing for growth is about making
real-time data-driven business decisions
based on a single version of the truth
Integrated IT systems can form a decision-enabling layer that brings the “right” data to the
“right” person or people in real time and in a work context that enables rapid and effective
business decisions — a huge business advantage.

System silos are
the product of
disconnected
systems and
the lack of
integration.
Siloed systems =
siloed data.

© Copyright 2014 IDC. All rights reserved.

People silos are
the product
of poor
organizational
design and
the lack of
collaboration
systems.
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The project-based
ERP advantage
ERP systems built from the ground up with projects as a core process give firms the tools
to make the most effective decisions in these critical areas:

• Lifecycle process across customers, projects and employees.
• Details on projects that help optimize profitability and lower risks.
• M anage and optimize an integrated portfolio of services – using data to learn how to
do more of what “works” and eliminate what isn’t “working” (i.e. what’s not profitable).

• F ind the “right” customers and have the data to eliminate unprofitable customers.
• Manage the future by understanding the past and using data to make fast, accurate
course corrections.

Manage the future by understanding the
past and using data to make fast, accurate
course corrections

© Copyright 2014 IDC. All rights reserved.
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Insights and Opportunities
for Your Firm
© Copyright 2014 IDC. All rights reserved.
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To take advantage of the growth
opportunity that the positive
business climate offers, you should:
• Get a complete and integrated lifecycle view of your business, so
you can make “better” business decisions.

• G ain deeper visibility and the capability to manage the lifecycle
of the project.

Integrated systems
provide the bridge
for a complete,
trusted lifecycle
view across your
clients, projects
and employees

• M aximize the value of clients through systems that provide a
lifecycle view of the client and key client metrics.

• Define and build the “right” new services based on relevant

business data and manage the effective introduction of services
to maximize value to clients and the business.

• T o gain the greatest competitive advantage and make more

© Copyright 2014 IDC. All rights reserved.

effective operational decisions, eliminate data and people silos
through the application of integrated technology.
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Appendix
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Methodology
For this study, IDC conducted a survey of 250 consulting firms in North America
and Europe to identify their top business challenges, opportunities, and priorities.
Respondents to the survey represent a cross-section of countries, company sizes,
and job roles:

Respondent Demographics
Respondent Roles
25%
20%
15%
10%
5%
0%

Source: IDC’s 2014 Global Consulting Survey, March 2014
Base = All Respondents
N=253
© Copyright 2014 IDC. All rights reserved.

30%
25%
20%
15%
10%
5%
0%

Firm Revenue

<$5M
$5M - $10M
$11M - $50M
$51M - $100M
$101M - $500M
$501M - $1B
>$1B

25%
20%
15%
10%
5%
0%

Firm Size (Employees)

1 to 19
20 to 49
50 to 99
100 to 249
250 to 499
500 to 999
1,000 to 9,999
10,000 or more

Countries

US
UK
Netherlands
Scandinavia
Belgium
Canada
France
Germany

Sales/Mktg
Senior Mngt.
Project Mngt.
Accounting/Fin.
IT
Consulting
HR
Other
Customer Service
Purchasing

18%
16%
14%
12%
10%
8%
6%
4%
2%
0%
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Top 3 business challenges
Respondents were asked to rank top 3 only.

40%
35%

34.8%

30%
25%

#1

Increasing revenue

#2

Maximizing profit

#3

Better financial management

27.3%

25.7%

24.5%

24.1%

23.7%

20%

22.1%

19.8%

15%
14.2%

10%
5%
0

10.7%
6.7%

13.0%
10.3%
7.5%

7.1%

9.1%

4.0%
Increasing
revenue

0.8%
Increasing
visibility into
key business
metrics

Maximizing
profit

Source: IDC’s 2014 Global Consulting Survey, March 2014
Base = All Respondents
N=253
© Copyright 2014 IDC. All rights reserved.

Gaining better
customer
insight

More effective
and efficient
project
execution

5.1%

Better financial
management

Home

4.0%

5.5%

Hiring and
retaining talent
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Top 3 business priorities
Respondents were asked to rank top 3 only.

50%
45%

#1

Increasing revenue

35%

#2

More effective project execution

30%

#3

Hiring and retaining talent

45.1%

40%

31.6

29.2%

25%
22.1%

20%

20.9%

22.1%

20.9%

15%
10%
5%
0

11.9%
6.3%

4.3%

Increasing
revenue

5.5%

7.5%

Increasing
visibility into
key business
metrics

13.8%

Maximizing
profit

10.3

9.1%
5.5%

Source: IDC’s 2014 Global Consulting Survey, March 2014
Base = All Respondents
N=253
© Copyright 2014 IDC. All rights reserved.

8.3%

9.5%

Gaining better
customer
insight

More effective
and efficient
project
execution

1.2% 6.3%

4.0

Better financial
management

Hiring and
retaining talent
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Ranking of key performance
indicators (KPIs) used in
managing business performance
49

39.9 40.7 40.7

41.5

40.3
37.2

36.4
34.4

36

41.5
37.2

34

39.1

47
42.7

36

41.9

41.1

40.3

40.3
36.8
33.2

33.6

28.5

32.4

32

31.2
28.5

27.3 28.1

26.1

26.1
24.5

Important

23.3

Very Important

Revenue growth

Deal close ratio

Deal close time

Market share

Utilization

Realization

Customer retention

Customer lifetime value

DSO

Project profitability

Administrative expense

Project schedule variance

Project cost variance

Net profit

Revenue per employee

Leverage ratio

Backlog

Proposals submitted

Source: IDC’s 2014 Global Consulting Survey, March 2014
Base = All Respondents
N=253
© Copyright 2014 IDC. All rights reserved.
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Revenue per billable consultant
$132,549.23

$139,950.57

$145,099.62
$130,649.65

$127,399.64

$141,099.52

$145,299.58

$119,422.71

$106,199.76

Total

US

UK

Netherlands

Belgium

Canada

France

Germany

Scandinavia

$151,851.43
$99,999.50

$110,999.90

$124,780.41

$132,061.03

$147,094.11

<100

$125,298.12

100-499
500-999
1000+

<$5M

$5M-$10M

$11M-$50M

$51M-$100M

Source: IDC’s 2014 Global Consulting Survey, March 2014
Base = All Respondents
N=253
© Copyright 2014 IDC. All rights reserved.

$101M-$500M

$501M-$1B

>$1B
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