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CONSULTANTS WHO THEY ARE
AND HOW THEY WORK: 
THE BASICS

THERE'S NO BUSINESS
LIKE CONSULTING BUSINESS

They (management consultants) are people who borrow your watch to tell you what time it is 
and then walk off with it. 

R. Townsend, Up The Organization

Consulting organisations are collections of people, organised together to provide services to the client

organisations, with one basic purpose to help them achieve goals they could not reach without outside

assistance. Consulting as a business venture has low overheads and requires low capital startup investment.

This makes it easier for consulting firms to adapt to changes relatively quickly, and position themselves

differently should a fresh marketing approach or a new image creation be necessary.

The intangible nature of consulting business also brings associated disadvantages. Services, as compared to

products, cannot be stored and sold later, when the boom replaces bust, and the management of a

consultancy firm is a factor so crucial to its profitability. Individuals working for consulting companies

could be classified as knowledge workers. They are professionally trained to analyse information and

process it into studies, reports, designs, plans and budgets. Most of those activities are performed in their

offices, at desks, using pen and paper, a calculator, a drawing board and a personal computer. Irrespective

of their age, education, experience, specialisation, company size, industry or location, they generally

perform similar problem solving work day in, day out. They are troubleshooters, designers, planners, analysts,

system specialists, auditors, project managers, recruiters, efficiency experts, programmers.

Consulting Is Not Recession Proof
All of this reinforces the idea that consulting practices are less like farming and more like fishing. In farm-

ing you plant a crop, tend it, and it grows, the same way most businesses work. With fishing, you have to

work at it all the time and there is no natural growth. In farming, if the soil is weak you can fertilise. In

fishing, if there aren't any fish, you have to move to another place.

Carl D. Peterson, Staying in Demand

The preconceived notion that consultants get called in when times are tough, when businesses are

unhealthy and when there is a problem to be solved is only partially true. A comparison that portrays

consultants as doctors for making sick companies healthy is even less accurate. The better analogy would be

to call them health, well being, fitness and nutrition advisers. Many clients are relatively healthy companies.

Consulting is a knowledge based, service orientated business, which has relatively low overheads. These

overheads include office costs (rent, heating, cleaning, electricity, furniture and decor), secretarial

services (typing, copying, drafting, binding, desktop publishing, telephone and fax), administrative

services (accounting), staff training costs and insurance (office and equipment, public liability, etc...).

Despite the fact that consulting is a labour intensive business, providing there is a healthy backlog of

assignments, profit margins can be quite high, due to relatively high fees clients are charged. However,

once new assignments stop coming in, there isn't enough work for every staff member and in many cases

staff numbers are simply reduced to keep the whole operation profitable. Consulting is not recession proof.

In terms of vulnerability, it could be compared to the training industry. Although every manager recognises
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the importance of effective and relevant training and the need for developing employees, the first cost that

is usually slashed when things start to go wrong is training bill. Consulting costs share the same fate. It's

a simple matter of economics.

Mental exercise
Which business are consultants in?

a) The consulting business

b) Problem solving business

c) Knowledge selling business

d) Fee maximising business

The Changing Role Of Consulting Profession
There are very few professions that are changing as much as consulting is. Clients and consultants are

constantly finding new and innovative ways of doing business and increasing the benefits that flow to both

sides in the consulting process. The main change that has occurred is in consultants' role itself. In the old

days consultants were advising and making recommendations. In the last few years, clients want solutions

and working systems, not just recommendations. Today's consultants must be able to offer packaged deals

and turnkey solutions.

Employers are facing two major challenges. The first is downsizing and outsourcing. Companies are

refocussing on their core activities and outsourcing all others. They are also cutting back the number of

employees and expecting from the remaining ones to perform various duties and learn new skills. The

second push from the employers is towards cutting costs and profit maximisation through better and more

effective use of outside consultants and contractors. In their avoidance of parting with hard cash, many

clients are looking for alternative methods of payment and offering consultants profitsharing deals and

schemes of various kinds.

Clients are also becoming focused on the bottom line. They want to know beforehand what specific and

tangible benefits each consulting assignment will bring and how those benefits are going to affect their

business and profits. The attitude of individual employees towards consultants has also changed dramatically.

In the past decades employees feared for their jobs. Today they welcome the outside help and the

subsequent reduction in their own workload.

Consultants have also changed their approach to finding clients, by using new, creative ways of generating

new business. They are responding to changing clients' needs and offering more practical and profitable

solutions than ever before.

Where Do Consultants Learn To Be So Smart?
"And how many hours a day did you do lessons?" said Alice, in a hurry to change the subject. "Ten hours

the first day", said the Mock Turtle, "nine the next, and so on." "What a curious plan!" exclaimed Alice

"That's the reason they're called lessons," the Gryphon remarked: "because they lessen from day to day."

Lewis Carroll, Alice's Adventures in Wonderland

There is no formal education in consulting and even training courses for hopefuls who would like to join

the ranks of "the chosen ones" are very rare, almost nonexistent. Just as fulltime employees learn and

develop their skills on the job, consultants learn and practice while working for their clients. In a sense,

clients pay them to learn. University degree is considered a prerequisite for entering the consulting

profession. Many employees of consulting firms have two degrees or hold an MBA degree, which is still

perceived as a ticket to prestigious jobs, despite its limitations and a narrow focus on quantitative

management methods. Just as engineering schools assume that everybody will work in a research and

development centre or at least in a design office, business schools indoctrinate consultants that they'll

spend most of their time managing, supervising and controlling, rather than doing specialist, very often

detailed or even tedious and monotonous work based on their knowhow and experience.

Although most consultants have a specialist training in disciplines such as engineering, law, accounting,

economics or others, they also have to develop broad, so called generalist skills. They must be able to think

rationally, to evaluate, communicate, solve problems and understand the complexities of systems,

organisations and markets. This duality is a trademark of a successful consultant. He must be a true
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professional and a specialist in a certain discipline, yet also a writer, trainer, troubleshooter, speaker,

negotiator and anything that consulting business requires him to be. For independent freelancers, business

skills are also necessary, for they are responsible for running their practices.

The almighty Pareto principle, better known as 80/20 rule, can liberally be applied to consultants' education.

No matter what their background is, in accounting, law, engineering, humanities, 80 percent of what they

were taught at university won't be used in practice. Furthermore, it can be postulated that 80 percent of the

knowledge consultants will need on their jobs, won't be taught through formal education.

Most of the consulting work is basically glorified information gathering and data analysis. It usually takes

far too long and costs far too much for what it's really worth. Consultants are generally better informed

than their clients are. They do more trade, professional and general reading, they attend more seminars,

meetings, presentations. So, one of the obvious ways (for a client) to correct that imbalance in power is to

cut down or completely eliminate time wasting activities and substitute them with reading and gaining

some handson experience.

The "One Minute" Manager
Are you a famous "oneminute" manager? Do you spend one minute managing and the rest of your workday

wasting time? If you are, that is exactly the reason why your consultant knows more than you do and,

subsequently, earns more than you do.

Why People Become Consultants?
• Fear of losing their jobs. Many competent people suffer from a very common fear amongst 

professionals a fear of losing their jobs. The reasons vary: restructuring, mergers, reduction in

staff numbers, plant closures, downsizing, bankruptcies, forced retirement, etc. They simply cannot

wait for the axe to fall, so they actively search for the opportunities as freelance consultants or look

for employment with established consulting firms.

• Feeling underpaid and underutilised. Some people with valuable knowledge, skills and experience

feel grossly underpaid, and what is even more important, underutilised. Their employers either 

don't see their capability or don't know how to deploy them for the mutual benefit. Consulting is

an ideal pressure outlet. They have what it takes, so why not make the best out of it and get paid

what they are really worth?

• Compulsory retirement comes too early for many active and industrious employees. They simply

don't want to stop working, they are fired for action. For many people older age is not the problem,

it is the fear of becoming idle, passive, obsolete, unwanted. They feel that once that spark of ambition

and enthusiasm that drives them is extinguished, their lives would not be worth living. Their

experience, business contacts and reputation make them ideal for consulting profession. 

• Entrepreneurial spirit. This is one of the major reasons for becoming a consultant. Many solo fliers

were born when they realised that working for someone else will not make them rich and that being

one's own boss, calling one's own shots and shaping one's own destiny is a much better option. 

Compared to other businesses, where startup costs run into hundreds of thousands of dollars, setting 

a one person consultancy doesn't even require an office; many start in spare bedroom. It only

requires stationery, business cards, a telephone, a fax machine and a personal computer. And, of

course, clients.

- The very nature of consulting life appeals to some people. They are attracted by the dynamic, ever 

changing and challenging environment, by daily interactions with clients, by the fact that

consulting can be enjoyable and a source of great fun. They are the thrill seekers.

- "Thankless" organisations. To many employees, "modem" organisations are as modern as

Catholic church or the French Legion of Honour. So called "contemporary" organisations are not 

contemporary at all. They are still based on the same postulates they were based on twenty or 

forty years ago.
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Despite all wishing and hoping on the part of the management, most companies are so inhuman and

demeaning for human spirit and wellbeing that many idealistic employees feel like fish out of water. Their

eyes are set on the blue skies above, but their wings have constantly been trimmed off. They quickly

become dissatisfied with the lack of creativity, challenge, opportunity for professional or personal growth

and, above all, with the lack of human touch and genuine interest for employees.
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