
Among the many consultancies
that are finding huge opportunities in
China, Grant Thornton International
has been working in the country since
the early 1990s, providing assistance
primarily to companies moving into
the country. Now there is growing de-
mand from China-based companies
for the firm’s services, so building a
stronger presence in the market is on
the agenda.

The cornerstone of the Chinese
practice has been Grant Thornton’s
Hong Kong practice. “We have a very
strong practice there, with about 350
people”, explains Grant Thornton US
Chair of China Initiative Stephen
Chipman. “Our Hong Kong practice

in conjunction with our international
firm has really been developing the
China market.”

“Over the last 10 to 15 years, every
year we have seen an increasing num-
ber of our clients seeking to do busi-
ness in China”, says Chipman. “They
have needed a variety of services in
China – everything from how to set
up an appropriate Chinese entity to
tax structuring to traditional audit
services for their consolidated audit-
ing reports.” Being in China was nec-
essary not only to get a share of that
business. It was also part of a funda-
mental strategy to protect the client
base in the host countries. “If you
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Consultancies offer it under sev-
eral different names, but the busi-
ness of assisting clients to recruit
and manage their professional talent
is a busy area of consulting in the
current market, where personnel re-
sources are becoming more appreci-
ated as a corporate asset while their
availability and turnover are becom-
ing more problematic.

IBM Global Business Services sees
this as an important market, and the
firm’s commitment and understand-
ing that this is the next growth area
attracted Tim Ringo to come on
board in the role of global leader,
Human Capital Management prac-
tice. He understands the market and
the delivering of professional services
in a large consultancy after more
than a decade at Accenture.

(Continued on page 6)

Consumer packaged goods (CPG)
companies work in an environment
fraught with pressures from up and
down the value chain and a pressing
need to move quickly to stay in synch
with consumers and ahead of the
competition. Consultants are sup-
porting this sector as it faces technol-
ogy, international, financial, and so-
cial challenges.

Diamond Management & Tech-
nology Consultants’ CPG practice
includes food and beverage, health
and beauty care, general merchan-
dise, and other household products.
Diamond does not include things
such as consumer electronics or ap-
parel, which may be part of CPG in
other consultancies.

The practice is led by Mark Baum,
who notes that CPG was not an in-
dustry that was originally targeted by
Diamond as a vertical to which the
firm was going to provide significant
services. Diamond’s initial focus was
financial services, insurance, and risk
management, but in recent years, oth-
er industries have emerged as prime
candidates. They include health care,
telco, the public sector, and most re-
cently consumer goods. “For the first
time, about a year ago, we really start-
ed making a specific effort to focus on
CPG”, says Baum.

The interest in CPG was spurred
by a couple of characteristics. The

Helping CPG Clients Meet Varied Challenges

Foreign and Domestic Clients Drive China Growth
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Human Resource Management in Central Europe

While embracing a vast diversity
of cultures among member coun-
tries, one can speak of a European
school of thought in regard to hu-
man resource management (HRM). 

What are the historical common
threads? They include the tradition
of a social-democratic safety net,
generous layoff notices, effective
trade union movements, and the
like. However, there is erosion now
in each of these areas, and govern-
ments recognise that aging popula-
tions can be supported only by cut-
backs in spending, higher taxation,
or improved productivity. Still,
when France wanted to change its
labour laws to make younger work-
ers more employable, protests and
even riots ensued.

In regard to specific HRM prac-
tices, many researchers think that de-
spite some trends toward conver-
gence, wide diversity from country to
country is likely to prevail. The di-
vergence is manifest in several re-
spects: different evaluation (perfor-
mance measurement) systems; diver-
sity in flexible employment (for ex-
ample, the UK shows more rigidity
than most other nations); HRM de-
cisions done by a different mix of
line managers and staff members in
the various countries; and a range of
personnel training and development,
though expenditures in most cases
hover at 3% of total labour costs.

A Cultural Shift Toward
Westernisation

When the Iron Curtain lifted and
the Berlin Wall fell in 1989, four
decades of a “dark age” ended for the

nations of Central and
Eastern Europe. The So-
viet Union (USSR) dis-
solved into Russia and a
host of independent
states; the former “satel-
lite nations” were set
loose and began to re-
build their own
economies, frequently
with direct foreign in-
vestment. Diversity en-
sued in political and eco-
nomic terms, reflecting

each nation’s cultural tradition and
industrial structure. Czechoslovakia
(now the Czech Republic and Slova-
kia), Hungary, Poland, and Slovenia
were in the forefront of liberalising
economic policies and moving to-
ward Western-style capitalism. New
labour laws were enacted, tax systems
were changed, the social welfare net
was reined in, stock markets opened,
and Western multinational compa-
nies began an acquisition spree. The
past fifteen years has shown progress
and reforms, but not without set-
backs and problems.

The general trend observed in
HRM in the nations of Central Eu-
rope can be summed up as “gradual
Westernisation”. Talented members
of a workforce are now recognised as
constituting a competitive edge in
both business and non-profit organi-
sations. Throughout the region, uni-
versity graduates with up-to-date
technical and managerial skills are in
demand, with the former egalitarian
pay structure giving way to sharper
differentiation. Besides pure know-
how, the soft side of competence –
communication and interpersonal
skills – has become more valuable.
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members of a workforce are now
recognised as constituting a
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Consulting Firm Blacket
Goes Under

Heavy losses have forced Edin-
burgh-based Blacket Research, set up
to evaluate trustee decisions and in-
vestment consultants’ advice to pen-
sion funds, into liquidation.

The biggest issue that kept the
firm from a successful first year was
the distraction caused by A-Day, the
6 April launch of new pension rules
in the UK.

Another factor identified by man-
agement was the firm’s failure to con-
centrate enough on the trustees with
whom they needed to be working.
One of the biggest challenges facing
trustee boards is assessment of their
investment consultants, but pension
schemes are very conservative and
slow to change.

The problem was one of breaking
new ground, rather than competi-
tion, which would be a problem in a
more mature market. There was no
competition in Blacket’s market. No
other firm was providing assessment
of investment consultants.

Glass & Associates Adds to
Huron's Turnaround and
Restructuring Business

Huron Consulting Group has en-
tered into an agreement to acquire
Glass & Associates, Inc. The firm’s
experience in turnaround and re-
structuring will supplement Huron’s
existing offerings under the Corpo-
rate Advisory Services practice.

While Huron gains expertise,
Glass becomes part of a larger con-
sultancy that will provide its clients
with a broader portfolio of services.

Glass earned approximately $24
million in 2006. The purchase price
of $30 million represents a 25% pre-
mium over revenue. In addition to

the purchase price, Huron will be re-
sponsible for payments to Glass
shareholders if specific performance
targets are met, terms that are typical
of such acquisitions.

John DiDonato, president, Glass
& Associates, will lead Huron's Cor-
porate Advisory Services practice.
Dalton Edgecomb, Sanford Edlein,
and Shaun Martin will join Huron as
managing directors.

New Capgemini Outsourcing
Data Centre in Germany

Capgemini has opened a new data
centre in Frankfurt to support the
firm’s outsourcing activities. The space
is being provided by European data
centre service company IXEurope un-
der a five-and-a-half-year agreement.
The facility has the capacity to accom-
modate future expansion.

The outsourcing provider has
been promoting a mix of onshore,
nearshore, and offshore services, de-
pending on what makes the most
sense for each client. The Frankfurt
centre will be available to deliver IT
infrastructure services for German
clients.

The IXEurope-Capgemini partner-
ship has also been used in the firm’s
Paris data centre. Capgemini consid-
ers outsourcing facility operations to
be an effective approach because it en-
ables the firm to focus on the opera-
tion of its clients' IT applications and
hardware, while letting IXEurope ex-
ercise its core competency in facility
management.

Huron Consulting Acquires
Wellspring Partners

Wellspring Partners, one of
Huron Consulting Group’s two re-
cent acquisitions, is bringing man-
agement consulting experience in
integrated performance improve-

ment for hospitals and health sys-
tems, making Huron's health care
consulting group one of the largest
and most experienced in the US, ac-
cording to the firm.

Huron is paying approximately
$65 million for Wellspring Partners,
reflecting an 18% premium over
Wellspring’s estimated $55 million
revenue in 2006. Additional pur-
chase consideration is payable if spe-
cific performance targets are met.

Wellspring’s assets include a team
of approximately 65 billable profes-
sionals and a network of 200 con-
tractor specialists.

David Shade, Wellspring Part-
ners’ principal and chief executive
officer, will lead Huron's Health
Care practice. Laurence Abramson,
Joseph Alfirevic, Stephen Furry,
Janice James, Ramona Lacy, Gor-
don Mountford, Manfred Steiner,
John Tiscornia, and George Whet-
sell will join Huron as managing di-
rectors. 

Watson Wyatt Acquiring
Netherlands Partner

Watson Wyatt Worldwide is ac-
quiring its alliance partner in the
Netherlands, Watson Wyatt Brans
& Co.

The firm, a separate partnership
under Watson Wyatt Worldwide, was
formed when the Netherlands office
of Watson Wyatt merged with Dutch
actuarial consulting firm, Brans &
Co. in 1999.

With 2006 revenues of approxi-
mately $37 million (Euro 28 mil-
lion), Watson Wyatt Brans brings
180 associates located in five offices
across the Netherlands. The firm
gains Watson Wyatt Worldwide’s
global footprint to better serve its
clients. ◆

NEWS BRIEFS

© 2007 Kennedy Information, Inc., 888.259.1500. All Rights Reserved. Reproduction Prohibited by Law. Sample Issue Management Consultant International • 3



have a $500 million company in the
US that is expanding into China and
you cannot take care of them there,
they are going to go somewhere else
in all markets.”

Since setting up shop in Hong
Kong, Grant Thornton has been de-
veloping offices in Shanghai, Beijing,
Guangzhou, and Shenzhen. Those
offices are independent Chinese
practices affiliated with the Hong
Kong practice. “We have been work-
ing with those local practices to build
Grant Thornton capabilities to an in-
ternational standard”, says Chipman.

Growing Demand from
Chinese Clients

A big part of Grant Thornton’s fo-
cus in China has been serving clients
from around the world who are mov-
ing into the country. The firm’s re-
search indicates that companies from
the US, UK, and an assortment of
European countries make up the

largest share of acquisitions in China,
and many enterprises turn to their fi-
nancial advisors as they prepare to do
business in China.

“We still have huge demand to do
that”, asserts Chipman. “But we are
now very focused, in parallel with
that, on developing a market pres-
ence in China itself, because in the
last few years there has emerged a big
market opportunity within China for
accounting services.”

In recent years, Grant Thornton
has seen burgeoning demand within
China for international accounting
and tax consulting capability. “You
have a lot of Chinese entities that
want to list internationally, and they
have to have financial statements and
financial reporting that meet the
standards, whether it be the Hong
Kong Exchange, Singapore Ex-
change, NASDAQ, London, or
wherever they want to raise money”,

explains Chipman. “That is creating
a huge demand for services in China
with domestic Chinese companies.”

Another growing source of domes-
tic demand has been state-owned en-
terprises in China that are being re-
structured and require financial state-
ments in compliance with interna-
tional financial accounting standards.
In addition, over time privately-
owned enterprises in China will be
required to adopt international finan-
cial accounting standards as well. “So
you have private companies in China
scratching their heads and wondering
how they are going to start reporting
under international financial ac-
counting standards”, says Chipman.

Coupled with record levels of
FDI, this locally driven demand for
accounting services is driving signifi-
cant growth in professional services.

Meeting Client Needs
Grant Thornton has found that a

significant number of Western com-
panies considering entering China
do so without a full understanding of
all the issues. This, of course, could
be good news for consultants. Assis-
tance has ranged from standard ac-
counting to a lot of handholding.

Chipman estimates that in 90% of
the cases, clients he deals with are re-
acting somewhat opportunistically to
China or are responding to a perceived
need to be there because their com-
petitors are there or customers are
telling them they have to be there. “I
spend a lot of time talking to clients,
trying to help them understand the
need to integrate China into a global
strategy rather than just having it as a
bolt-on to the existing strategy. I think
nine out of 10 do not get that.”

The range of services offered has
had to be quite flexible. Seeing the
broad range of needs, the firm tried
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Buying into China
Acquiring
Country/Territory

Deal Value (US$m)
1/7/2005-30/06/2006

Market Share Number of Deals

United States of America 5,365.4 26.1 62

United Kingdom 3,460.6 16.8 17

Singapore 1,840.0 9.0 30

Belgium 756.7 3.7 5

Hong Kong 584.1 2.8 51

Germany 399.2 1.9 7

France 321.7 1.6 4

Japan 242.1 1.2 12

Australia 234.0 1.1 4

Taiwan 166.6 0.8 8

Switzerland 125.0 0.6 2

Netherlands 120.6 0.6 10

Canada 110.4 0.5 10

Thailand 82.9 0.4 4

Italy 61.2 0.3 3

Malaysia 30.9 0.2 6

South Korea 30.3 0.2 4

United Arab Emirates 10.0 0.1 2

British Virgin Islands 4.2 0.0 2

Jordan 0.0 0.0 2

Source: Grant Thornton Corporate finance



packaging an “Entry into China” ser-
vice product, but it was not very suc-
cessful. It was probably too rigid, in
Chipman’s opinion. “Now we just tai-
lor the appropriate services to the cir-
cumstances of the client. It is much
easier to just respond to our clients,
put the teams together as appropriate,
and deliver the services they need.”

Meeting Consulting Demand
Despite the current and growing

demand, the biggest restriction in
China, which is being faced by all
major firms, is people. “There is a
massive shortage of qualified ac-
countants in China, let alone ac-
countants who are bilingual and
have international accounting
skills”, explains Chipman. “All of
the accounting firms are struggling
with being able to support the
growth potential because of
a lack of skilled people.”

Doing work in other re-
gions where Grant Thornton
may have more resources is,
unfortunately, not the solu-
tion. The majority of the
work needs to be done on the
ground in China.

The firm prefers to trans-
fer people from other mar-
kets into Hong Kong or Chi-
na for medium- or long-term
assignments of six months to
two years. They then return
to their host countries with a much
broader experience base. “We want to
do more of those”, claims Chipman.
“We have plans to significantly in-
crease that programme.”

Another approach to building the
talent base in China involves recruit-
ing in the US. Grant Thornton has
launched a programme to recruit
Chinese students from US universi-
ties. The graduates join the firm in
the US, receive their training there,
and then are assigned to one of the

China offices. The programme, in
place at selected universities, is well
received by the students. “There is
interest among these students to re-
turn to China, where 10 years ago
they really wanted to stay in the US”,
says Chipman. “Now they are actual-
ly excited about going back to be
part of what is happening in China
and be part of a growth firm like
ours. That is a big shift.”

Going to Market
The typical US company looking at

China often seems to call its accoun-
tants first, in Chipman’s opinion. “I
am dealing right now with two or
three large $500 million-plus compa-
nies, and they are starting out with
us.” The firm reinforces this behaviour
by maintaining strong partner rela-
tionships with CEOs and CFOs.

Although it may start with Grant
Thornton, the firm often partners
with other professionals to provide
the broad set of services needed by its
clients. Other participants may in-
clude lawyers, outsourcing providers,
real estate firms, insurers, and banks.
There may be a need to make intro-
ductions to local government offi-
cials or to small niche consultancies
that work in China and can do some
of the handholding on the opera-
tional side that Grant Thornton does
not have the capacity to do.

Depending on the type of work,
Grant Thornton may serve a client
with senior personnel or with a lever-
aged team. The larger listing engage-
ments involve huge amounts of work
that can be leveraged down to the staff
level. “At the same time, the owners of
the businesses want to deal with the se-
nior-level partner who can help them
get through the listing process and
provide advice”, says Chipman. And,
of course, on the handholding pro-
jects, there is not a lot of leveraging.

The Big Four in China are current-
ly consumed with two things: their
very large global clients doing busi-
ness in China and the state-owned en-
terprise projects, such as China Life
and the four major banks that are go-
ing through public offerings. Grant
Thornton wants to be well-positioned

to go after the upper end of
the market that is being
passed over by the Big Four
and is therefore wide open to
new advisors.

A Promising Future With
More Domestic Clients

In the absence of future
political or economic prob-
lems, Grant Thornton ex-
pects continued significant
growth.

The influx of companies
and investment is not even
close to a saturation point,

but Chipman believes there may be
a shift coming. China may try to
level off the FDI curve and focus on
the development of the domestic
market. “I think you are going to
see a little bit of a shift in percentage
of focus of firms like ours from the
FDI side to the local market.” This
is likely to include some growth in
western China, but that may hap-
pen slowly. The biggest growth will
be around existing opportunities in
the coastal areas that have not yet
been fully exploited. ◆

MARKET FOCUS: CONSULTING IN CHINA

© 2007 Kennedy Information, Inc., 888.259.1500. All Rights Reserved. Reproduction Prohibited by Law. Sample Issue Management Consultant International • 5

Foreign and Domestic Clients Drive China Growth (Continued from page 4)

“There is a massive shortage of quali-
fied accountants in China, let alone
accountants who are bilingual and
have international accounting skills.
All of the accounting firms are strug-
gling with being able to support the
growth potential because of a lack of
skilled people.”
–  Stephen Chipman, Chair of China Initiative,

Grant Thornton US 



Defining Human Capital
Management

Although it may involve person-
nel, Ringo would argue that human
capital management (HCM) is more
than a fancy name for HR consult-
ing. It is about CXOs wanting to get
their hands on the people levers so
that when they recruit great people,
they can best manage them, train
them, and integrate them into the
team. Organisations are now looking
at that entire human capital life cy-
cle, instead of looking at pieces of it.
“They want to know how to do it in
a holistic fashion and drive
transformation in the busi-
ness”, claims Ringo. “It is
moving out of the HR agen-
da into what is becoming the
enterprise agenda.” That
should be good for HR and
good for the rest of the com-
pany. It is also good for em-
ployees because they are
starting to be seen as assets.

Human capital is getting
on the transformation agen-
da because there is new
recognition of the value that
can be created by well-man-
aged resources. There is now
an ability to begin measuring
the impact of human capital on
shareholders.

HCM may be on the minds of
corporate leaders, but it is by no
means at the top of every business’
agenda. “I think we are halfway
along the journey”, opines Ringo. “I
think that there is starting to be some
real understanding in the CXO suite.
This is one thing that urgently needs
to be addressed because CXOs are
trying to transform parts, if not all,
of their businesses.”

Leaders also recognise that the HR
department is not necessarily the place
from which to lead and manage the
change. There is a debate about which

part of the company owns the enter-
prise transformation agenda: it could
be HR; it could be the COO. Compa-
nies are faced with figuring out how
these two entities can work together to
drive change in the organisation.

As corporations and their leaders
are beginning to realise the signifi-
cance of these concerns, IBM wants
to get in the middle of that discus-
sion and help clients sift through
the issues. “It is going to be power-
ful for our business and our clients”,
asserts Ringo.

Recognising HCM as Key to
Transformation

Successful transformation usually
needs to address all three elements –
people, process, and technology. But
historically, process and technology
got most of the attention. Human
capital has been further down the list
of things companies think about as
part of enterprise transformation.
When many companies did enterprise
transformation a few years ago, the
centrepieces were typically implemen-
tations of major ERP systems. They
also worked on processes. “What they
have now started to recognise is that
they got the new systems and the new
processes, but they do not have people
who can actually use those systems,

adhere to those processes, or under-
stand the overall organisation strate-
gy”, says Ringo. “What they are realis-
ing is that the people got left behind
in the enterprise transformations of
five or six years ago.”

So the people component is coming
to the fore now because a lot of the
other work is nearly done, and there is
a realisation that it is time to get peo-
ple aligned with the new systems,
processes, and strategy. “That is the
area we are focused on”, asserts Ringo.

Other Client Human
Capital Needs

An important emerging
trend is enterprises asking
what they are going to do
with their retained HR
workforces or retained IT
workforces after an out-
sourcing decision. Those
people have been working
on fairly low-value tasks,
which is why the work was
outsourced. They can now
be focused on much higher-
value tasks. “You can now
begin to up-skill them and
provide them with much
more interesting work”, sug-
gests Ringo. “That is excit-

ing for people in those roles, and it is
great for companies, because I be-
lieve you can build shareholder value
on the back of that.” And it is good
for consultancies like IBM that are
able to help companies make more of
what they have.

Training is another consulting op-
portunity. In fact, Ringo sees it as the
pointy end of the transformation
spear. “A lot of times when compa-
nies come to us from a management
consulting perspective, it is based up-
on wanting help with a training pro-
gramme. Those become early-stage
transformation opportunities, be-
cause it allows us to start to ask ques-
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“What they have now started to recog-
nise is that they got the new systems
and the new processes, but they do not
have people who can actually use
those systems, adhere to those processes,
or understand the overall organisation
strategy. What they are realising is
that the people got left behind in the
enterprise transformations of five or
six years ago.”

– Tim Ringo, Global Leader,
Human Capital Management practice,

IBM Global Business Services

(Continued on page 7)



tions about where they are going
next after training.” Once the door is
opened, IBM initiates a discussion
that often allows it to identify trans-
formation opportunities.

Although many of the HCM prin-
ciples seem to have applicability across
nearly all geographies, human resource
issues can vary significantly with the
industry. European telcos, mobile
companies, and financial services com-
panies are experiencing more pain
around cross-border HR challenges.
This is primarily because they have
built their businesses by putting to-
gether pieces and parts of various com-
panies around the world. “No one
seems to have been able to crack that –
how you get everybody aligned”, says
Ringo. That creates opportunities for
HCM professionals as big companies
recognise they have work to do to set
up programmes to get everybody on
the same page. “That is what the
shareholders are expecting. That is
why the shareholders approved these
mergers. That is why people bought
the stock. A lot of companies are just
not delivering on that.”

Financial services companies are
currently keeping Ringo’s practice
very busy. “This is interesting, partic-
ularly within Europe, because when I
first came to Europe, I could not give
away human capital work. People
were just not interested. People were
the last thing they worried about; they
were making so much money.” Now
the industry is facing the need to be
more customer-focused, and that has
directed more attention to recruiting,
training, and performance-managing
people. “This is keeping us busy, par-
ticularly for IT workforces within fi-
nancial services. A lot of the work has
been outsourced, and there are a lot of
questions around the retained work-
force. There are also questions around
the whole customer-facing workforce
and how they can interact better with
people.”

The oil companies have been big
users of human capital solutions,
particularly for trying to drive inno-
vation. “They are trying out ways to
increase human productivity”, ex-
plains Ringo. “They have real prob-
lems sharing information and knowl-
edge because knowledge is so vast
and geographically dispersed that
very few companies are able to man-
age it. They are looking to knowl-
edge and collaboration solutions.”

Pursuing Consulting
Opportunities

IBM is involved with client HR is-
sues on three fronts – management
consulting, technology, and out-
sourcing solutions. All of these play a
role in initiating opportunities for
the HCM practice. “Sometimes op-
portunities come to us through HR
outsourcing deals”, says Ringo.
“Other opportunities come to us
through software solutions, like On
Demand Workplace. Others come
directly to us from a management
consultancy perspective.”

He estimates that most of the op-
portunities come from IBM’s con-
sulting footprint in the marketplace.
A lot of opportunities are now com-
ing from HR outsourcing, and that
channel is growing rapidly. The
smallest portion comes from soft-
ware. Ringo is hoping to get roughly
equal amounts of business from all
three sources. “I am going to be
spending some time with our soft-
ware group, and we are going to de-
velop a lot more business on the back
of what is human-capital-based.”

One logical link with other IBM
offerings that Ringo is currently
pursuing is On Demand Work-
place. “Think about a technology
asset that can be used within that
human capital life cycle — giving
people the ability to collaborate,
share knowledge, train, manage
their people themselves, and work-

force manage. That is a very power-
ful thing to have on the desktop.”
He sees the entire on demand
toolkit as very attractive. “One
thing I found about HCM solu-
tions is that you can articulate how
HCM can transform a business, but
if clients cannot put their hands on
a tangible tool or asset [that
demonstrates the transformation],
it is harder for them to get their
heads around it.”

New Opportunities Expected
One thing that is starting to

emerge is crowdsourcing, in which
people not actually employed by a
company are working as freelancers.
They may work for several compa-
nies, work from home, and do vari-
ous jobs according to their own
schedules.

“Big companies are starting to ask
questions about what to do about a
workforce that actually does not work
for them”, says Ringo. “How do I re-
cruit them, manage them, and train
them to work for my company? If we
are going to go with crowdsourcing
rather than just outsourcing, how are
we going to manage that?”

Ringo expects broader use of
HCM concepts in the future. “I
think human capital transforma-
tion, once it is really embedded in
major companies and is seen as im-
portant, is going to start to go out to
society at large. I think big compa-
nies are going to try to apply human
capital techniques to their cus-
tomers, reaching out and trying to
educate their customers better in
terms of buying and using products
and solutions.”

And it may expand beyond busi-
ness. “I think it will affect the ways
that children are educated”, forecasts
Ringo. “It is going to change schools
and universities, so I would see
things moving in that direction.” ◆
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firm believed the sector was well-suit-
ed to Diamond’s model of coupling
deep functional-area expertise with
the approach of deploying smaller,
highly trained, multidisciplinary
teams. In addition, CPG was seen as
being on a threshold in terms of im-
plementation of technology – both
emerging and proven – and having an
impact on other functional areas of
the business, such as the supply chain
or sales and marketing functions.
“Those are areas where Diamond has
considerable expertise that we believe
could make a difference in the CPG
marketplace”, explains Baum.

Understanding the
Marketplace Forces

CPG companies would not de-
scribe themselves as manufacturers in
the classic sense, although manufac-
turing is what they do. “They would
see themselves more as brand develop-
ers, product developers, or brand mar-
keters”, says Baum. “These are com-
panies such as PepsiCo, Kraft, and
Campbell, so it is difficult to talk
about CPG without talking about re-
tail in some sense, as well. They are so
linked as trading partners.”

So while Diamond has not focused
its practice on retailers, the firm does
spend a lot of time better understand-
ing retailer trends. “We have included
retailers in a lot of our original research
as we developed intellectual capital”,
claims Baum. “What is going on in re-
tail has an impact on the overall supply
chain and on its collaborative relation-
ship with CPG.”

Consolidation among retailers has
been going on for some time, result-
ing in growing retail strength in the
marketplace. One outcome is a grow-
ing trend of retailers pushing require-
ments upstream to CPG companies.
As companies have fewer, larger, and
increasingly global companies as
their trading partners, much more
open business models with manufac-

turers are developing. This is neces-
sary to improve collaboration in the
relationship, but also to simply im-
prove compliance with the demands
retailers are making.

Technology is having a significant
impact on CPG. In the case of RFID,
the US Department of Defense is
working with its suppliers. “Some of
our clients are providers of MREs –
meals ready to eat – for the troops, and
the DoD is asking for everyone from
munitions and apparel suppliers to
food suppliers to become RFID com-
pliant to be better able to track inven-
tory anywhere, anytime”, says Baum.
“We are advising clients and also talk-
ing to the government about the reali-
ties of RFID – both in terms of the
technological attributes and potential
benefits as well as the physics of RFID
– in order for the government to have
a well-informed view of what the lim-
itations of the technology are, know-
ing what it can and cannot do.” Part of
what Diamond is doing is helping
clients to work through some of the
myths and realities and to engage reg-
ulators in the discussion.

Another big issue is the growth of
private label. “The quality of private-
label products has gotten better, and
the percentage of the overall assort-
ment in stores has grown”, says
Baum. “I think that is blurring the
lines between manufacturing and re-
tailing, and in some cases, between
customer and competitor.” As more
private labels make their way into the
marketplace, consumers are becom-
ing more loyal to the private label
and, by extension, to the chain in
which they buy those products.
“That will have a direct impact on
branded products that our clients are
in the business of manufacturing.”

Facing the Challenges
of Going Global

“Our clients in CPG are increasing-
ly global”, notes Baum. Expansion

across borders is being largely driven
by a need to grow their businesses.
“For the most part, the US market-
place is very mature, as is Western Eu-
rope’s. So if you look at where the
growth is going to come from, you
have to look at emerging markets with
rapidly growing consumer classes.”
They are looking for opportunities
where there are healthy economies or
emerging middle classes, such as in
countries in South America. “They
want stable economies and growing
infrastructure.” They also cannot resist
the attraction of large consumer class-
es and fast-growing economies, such as
in Brazil, Russia, India, and China.

The old business model favoured
limited investment in new consumer
markets. “Companies would manu-
facture outside those countries and
find ways of distributing into those
countries, or to the extent that they
could, they would go in and set up a
manufacturing plant and staff it with
American employees already within
the CPG company”, explains Baum.
“Now, in places like China, we are
looking at a lot of alliances, using Chi-
nese nationals to both develop and
run the plants. We are looking for al-
liances with distributors in country to
form exclusive relationships.”

There is also a greater appreciation
of the need to customise offerings for
the market. Consumer wants and
needs are being used to determine
what CPG manufacturers should be
supplying them. “It may mean a refor-
mulation or a resizing of certain prod-
ucts, different pricing strategies, and
reconfigured marketing strategies due
to cultural differences”, says Baum.
“Our clients are really rethinking their
entire approach along those lines as
they enter these markets.”

CPG companies have learned that
strong brands in their home markets
may not carry much weight in new
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markets. There are examples of com-
panies, such as Unilever or Nestle,
that have been in countries like India
for many years and enjoy some brand
recognition. But it is not as strong as
in Western nations. So the notion that
a company can just go in and have its
brand recognised as a household
name is not valid in many new mar-
kets. It is often not possible to use the
strength of an existing brand as it is.

From a marketing standpoint, not
being tied to the Western brand
identity opens up the possibility of
positioning the product in
whatever way provides the
greatest advantage. There is
no preconceived notion of
what that brand represents.

Working and Complying
With Regulators

Regulatory issues have
been around since the birth of
the industry. It is one that is
largely controlled. “I think
the difference we see in our
clients, particularly in the last
few years, is in engaging regu-
lators”, says Baum. Companies are act-
ing much more in the spirit of cooper-
ation in order to strengthen the indus-
try and play a role in defining how the
government helps the industry and
avoids regulations that are too oner-
ous. “The goal is to meet the highest
standards without overburdening the
industry in terms of unrealistic timeta-
bles or other damaging regulations.”

A growing issue in the food and
beverage sector is obesity. The indus-
try is working closely with the US
Food and Drug Administration, De-
partment of Agriculture, and the
Health and Human Services Admin-
istration to try to create a fact-based
and science-based environment for
better understanding of the issues
around obesity. These include under-
standing the potential health benefits
of certain products, the ability to

make certain qualified health claims
about products, and educating con-
sumers about the new food guidance
system (MyPyramid.gov) and the di-
etary guidelines that accompany
those recommendations. “We are
starting to see a much better public-
private partnership in both getting
the message out to consumers and
hearing from both industry and gov-
ernment officials about these things.
It helps to ensure that we have the
right type of regulation and that con-
sumers are enjoying the greatest ben-
efit from it”, says Baum.

There is also cooperation in the
area of food and beverage safety and
security. “This is an industry we
would characterise as critical to the
nation’s food supply and one that
could certainly be at risk to be target-
ed by bioterrorists”, explains Baum.
“We advise our clients to work close-
ly with government to ensure we
have the right safety measures; that
there are lots of safeguards in place.”
When the government came out
with standards for bioterrorism, con-
sultants helped clients ensure that the
industry was in compliance with
those standards or went beyond the
standards to guard the safety and se-
curity of the supply chain.

Strengthening Both the
Top and Bottom Lines

Increase sales and profitability:
these objectives are not unique to

CPG, but are ones that definitely dri-
ve the business. Companies are refo-
cusing on their brand portfolios. They
are looking at their core businesses
and making sure they are leveraging
their core products and services in or-
der to build the most profitable con-
sumer franchise. “That in turn has an
impact on their trade promotion,
management strategies, and pricing
strategies”, explains Baum. “What
that means is manufacturers, to a large
extent, are trying to find the balance
between leveraging their brands for
top line and organic growth and do-

ing a better job of managing
expenses, streamlining their
supply chain, and getting
greater productivity.”

“On the top line, the
trend is to try to get better
R&D, either internally or
through an outsource model,
which is the next wave of
outsourcing”, says Baum.
BPO or strategic outsourcing
traditionally involved out-
sourcing of IT, infrastructure,
finance, and more recently

some customer service. “But now
there is an emerging trend in what we
call knowledge process outsourcing.
That might be things like buying the
R&D from external sources.”

The pursuit of top line growth in-
volves a combination of new product
development, real innovation, chan-
nel expansion, and in some cases, in-
ternational expansion.

ERP implementation is a common
approach on the expense manage-
ment side. “Some companies are 80%
to 90% through, while others are em-
barking on the beginning of that
journey”, estimates Baum. “They
need to abandon legacy systems and
streamline visibility from manufac-
turing through distribution. A num-
ber of our clients are doing that.”

CLIENT INDUSTRY FOCUS: CONSUMER PACKAGED GOODS
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“Manufacturers, to a large extent, are
trying to find the balance between
leveraging their brands for top line
and organic growth and doing a better
job of managing expenses, streamlin-
ing their supply chain, and getting
greater productivity.”
–  Mark Baum, CPG Practice Leader, Diamond

Management & Technology Consultants



Productivity and process improve-
ment initiatives range from global
business harmonisation to enable as-
signing responsibilities and streamlin-
ing processes throughout the value
chain, to work in one particular func-
tional area. These might be automat-
ing tools for the field sales organisation
or trade promotion management.

Working With and Responding
to Consumers

Diamond is also seeing what it
calls the marketing remix. Technol-
ogy – the Internet for example – has
changed the way CPG com-
panies interact with con-
sumers. “You used to rely
exclusively on your retail
customer to manage that
interface”, explains Baum.
“Now you can use dynamic
Web sites to establish two-
way relationships. Con-
sumers can give you direct
feedback on your products
and have much greater and
more direct input on new
products, defining their
needs, and describing what is im-
portant to them.”

Baum explains that increasingly
the values of the company from
which consumers are purchasing a
product are as important as the value
of the product. Starbucks is as much
about social statements, lifestyle
statements, and bringing in free trad-
ing partners as it is about coffee.
That is important to consumers.

In this same vein, sustainability is
starting to emerge as a trend in the
industry. “Wal-Mart has it front and
centre, and it is not just because it is
the right thing to do”, observes
Baum. It is right for the business as
well. “If you can really focus on re-
ducing packaging or energy required
to run stores, those kinds of things
lead to real savings. They also res-
onate well with consumers.”

Managing Product Life Cycles
and the Value Chain

The whole product life cycle man-
agement issue, both in terms of
speeding new products to market
and being able to mark down and
move out old products as companies
trim their portfolios, is increasingly
important. Speed is of the essence as
consumers become savvier and less
willing to endure the traditional
timeline for new product innovation.
The challenge is also dealing with
competitors’ ability to be fast follow-
ers and get into that space quickly.

“While there has been an empha-
sis on bringing more new products to
the marketplace and making them a
larger percentage of your overall
brand portfolio, there has not been a
comparable increase in shelf space to
accommodate all those products”, re-
ports Baum. “As that real estate be-
comes ever more precious, the need
to make room for those products –
moving older products off the shelf
or out of the pipeline altogether – is
just as important in order to smooth
the way for new products.”

Consulting Opportunities
The CPG industry is definitely one

that has a history of buying consulting
services. “It is not like we have to con-
vince them of who we are or the value
of consultants”, declares Baum.
“Some companies are more apt to try
to utilise certain in-house resources on
some issues than others. It depends on

the depth and breadth of their own re-
sources and what they consider to be
their core competencies.”

CPG companies spend a lot less
on IT, as a percentage of revenue,
than other industries. “We believe
that means they are going to have
to invest more, and that will create
a greater demand for our services
going forward”, forecasts Baum. “As
technology becomes more ubiqui-
tous and impacts everything in the
value chain, CPG companies are
going to have to invest more in

those emerging technolo-
gies. That is clearly an
emerging issue.”

The continuing increase
of consolidation among re-
tailers and growing retailer
strength is going to have an
impact on Diamond’s
clients. And as deals involve
different players in the val-
ue chain – both wholesalers
and retailers – there is go-
ing to be a need for more

open business models, more trans-
parency, and trust between trading
partners. And all the members of
the value chain are going to benefit
from a greater ability to disseminate
good, accurate, and timely informa-
tion; data synchronisation; and col-
laborative planning. “Those things
are going to become more impor-
tant going forward”, claims Baum.

“I believe it begins and ends with
the consumer”, says Baum. Creating
new consumer experiences is going
to be at the fore for CPG companies,
particularly in pursuit of growth.
“That may mean everything from
their own retail stores as a way of bet-
ter connecting with consumers,
kiosks in other retail environments,
online, and leveraging the conver-
gence of telecom and media. Con-
sumer experience is going to remain
paramount.”  ◆
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“As technology becomes more ubiqui-
tous and impacts everything in the
value chain, CPG companies are
going to have to invest more in those
emerging technologies. That is clearly
an emerging issue.”
–  Mark Baum, CPG Practice Leader, Diamond

Management & Technology Consultants



In contrast, the role of bureau-
cracies and the power of trade
unions have eroded, though by no
means eradicated. Changes in
labour laws have brought flexibility
for both workers and employers.
This was shown clearly when Gen-
eral Electric laid off almost 40% of
the workforce at Tungsram in Hun-
gary in the 1990s with generous
settlements. GE even encouraged
laid-off workers to become entre-
preneurs as suppliers.

Use of Consultants in
Central Europe

While companies pride them-
selves on having expertise within,
they are also eager to tap outside
advice – hence the heavy use of
consultants in recent decades. The
data of Table 1 show the extent to
which such external experts offer
counsel on a number of HRM top-
ics. The “Western Countries” cate-
gory shows a higher degree of utilis-
ing consultants for payroll, bene-
fits, pensions, and outsourcing than
does Hungary or the Central Euro-
pean cluster. Outside advisors are
used heavily for training and devel-
opment in both East and West
(80% to 90%), and the same holds
true for HRM information systems
(69% to 79%).

Table 2 offers data on how man-
agement consultants allocate their
time in various Central European
countries. Clearly advice on HRM is
significant, though it comes in third
in all five nations, after advice on
long-run strategy and short-run tac-
tics (operations). It is notable that
the “hot topic” of information tech-
nology is ranked lower in all five na-
tions, well below the share devoted
to HRM. The newest subject for
consultants, another “hot topic”, is
outsourcing. But clearly it is not yet
a major concern in these nations, al-
though we think that it will grow in
significance.

We begin to see some diversity in
the use of consultants as shown in
the data of Table 3. This table offers
a short time series, 1999 to 2004,
contrasting Hungary and Europe in
HRM consultancy versus all other
categories combined. While Europe
shows a rising trend over the time
span, from 6% to 11%, Hungary has
consistently recorded a much higher
range, 18% to 24%.

We attribute this to two factors:
the flow of Western multinational

firms into the country/region and
the concern with labour costs, while
also offering training and develop-
ment in the country itself. In other
words, there is a major shift, with
emphasis more on the individual
rather than on collective relations
with employees (“retain talent, weed
out the weak”).

In Table 4, we see that HRM oc-
cupied a significant role in large or-
ganisations in Hungary during
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Table 1: The Extent of Service Provided by Consultants to Organisations, in
Various HR Categories, by Countries/Region (% of companies doing task)

Payroll Benefits Pensions Training &
Development

Outsourcing Information

Hungary 45.2% 48.4% 37.0% 86.2% 45.2% 78.7%

Central Europe 45.4% 35.3% 47.6% 86.4% 39.4% 68.8%

Western Countries 59.2% 63.1% 67.1% 89.7% 57.0% 74.3%

Source: Cranet (UK) Survey, 2005 and Univ. of Pecs (Hungary) Survey, 2005

Table 2: Distribution of Business Volume by Major Areas for Management
Consultants, Central Europe (% of total)
Country Strategy Operations Information

Technology
Human
Resources

Outsourcing Total

Bulgaria 31% 30% 10% 24% 5% 100%

Czech Republic 31% 30% 10% 24% 5% 100%

Hungary 38% 37% 4% 21% 0% 100%

Romania 30% 45% 3% 15% 7% 100%

Slovenia 45% 30% 8% 14% 3% 100%

Source: FEACO (EU) Survey, 2005

Table 3: Proportion of Human Resource Management Consulting as Share of
All Consulting, Hungary and Europe

1999 2000 2001 2002 2003 2004

Hungary 18% 21% 18% 24% 20% 21%

Europe 6.0% 5.4% 4.5% 10.7% 10.2% 10.8%

Source: FEACO Survey, 2005 and primary research by the authors

Table 4: Utilisation of Inside and Outside Talent in HRM in Large
Organisations, Hungary, 1997-2000 (% of firms)

1997 1998 1999 2000

HR given high role 61% 65% 46% 59%

HR strategic plan in place 65% 81% 75% 60%

HR external consultant used during the year 60% 85% 88% 65%

HR software used during the year 80% 96% 100% 100%

Source: Primary research by the authors
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1997-2000 with the focus on plan-
ning ahead, the use of software, and
the use of external consultants in a
given year.

By the mid-1990s, major em-
ployers in Central Europe began
taking surveys on their own and
others' remuneration practices. By
the end of the decade, with the aid
of both domestic and foreign con-
sultants, they moved on to sophisti-
cated forms of job evalua-
tion and “cafeteria” type
wage and benefit schemes
for their workforces.

Human resource consul-
tants started to devise “pay
for performance” pro-
grammes for both line and
staff, for both white- and
blue-collar workers. In reflecting
Western practices, high rewards were
offered to top performers, especially
“chiefs” – chief executive, chief finan-
cial, and chief information officers.
But at the same time, both compa-

nies and outside consultants empha-
sise talent utilisation and the build-
ing of harmonious relationships.

Note on Methodology and
Contributors

This short paper is based on a
much longer one presented at IBEC
2007, the International Business
and Economy Conference, in San
Francisco 4-7 January 2007.

Contributors to the longer paper
include Professors F. Farkas and M.
Karoliny of the University of Pecs,
Hungary; Prof. M. Roberson of
Eastern Kentucky University; and
Prof. J. Susbauer of Cleveland State

University. In mid-2007, IBEC will
make the proceedings available in a
CD format.

Portions of this paper and the
longer version are based on primary
research by the authors and on two
major, multiyear surveys by two in-
stitutes. The first survey is by the
Centre for European HRM at
Cranfield University, UK (known as
Cranet). The second survey is by

the College of Economics
& Management at the Uni-
versity of Pecs, Hungary
(known as Pecs/PTE). Two
of the tables rely also on
FEACO, the European
Federation of Management
Consulting Associations.

Authors of this article are
Dr. Jozsef Poor, Professor at University
of Pecs, Pecs, Hungary, and Managing
Director, Mercer HR Hungary; and
Dr. Andrew Gross, Professor of Inter-
national Business at Cleveland State
University, Cleveland, Ohio, USA.

While companies pride themselves on
having expertise within, they are also
eager to tap outside advice – hence
the heavy use of consultants in recent
decades.



As long as there are consumers with money to spend, retailers will remain an important part of
global business. But they are constantly faced with competitive forces and changing customer ex-
pectations, so the industry is always in flux and in need of consultants’ expertise. The landscape
across Europe for retailers and consultants varies by country, so success requires local knowledge
and competitive advantages.

Because retail is not consistent across Eu-
rope and there are different challenges in every
local market, Karoline Nystrom, PA Con-
sulting’s European head of retail, views her
consulting region as four distinct segments.
“We talk about one bit being the stable and
saturated Western Europe, including the UK.
The second bit is the not-so-emerging markets
in Eastern Europe, because that part of Europe
is also getting a bit saturated and mature. The
third bit is the prosperous countries in Scan-
dinavia. The fourth bit, which is the most interesting, is the former Soviet states and especially Rus-
sia, which is a high-growth area. Each of those four different parts has a different focus in terms
of market trends and in terms of consulting needs.”

Saturated Western Europe
Most of the revenue in retailing and consulting comes from Western Europe. With few excep-

tions, the structure of the marketplace is very stable, and the retailers are not pursuing many ac-
quisitions in those countries. “Companies are incrementally expanding, but not anything radical”,
says Nystrom. “This means if you want to grow your top or your bottom line, you have to depend
on enhancing your products and services and making sure that you have the right cost base.” Re-
tailers are typically focused on getting a bigger share of customers’ wallets. Perhaps the most dra-
matic changes involve some retailers pursuing diversification, where larger companies are moving
to new products and new services.

Stable Eastern Europe
The second segment is Eastern Europe, which was exciting

a few years ago when the market opened up after the Cold War.
“That situation has stabilised now, and the interested parties
are already in Eastern Europe”, explains Nystrom. “Western
companies have moved in, and that market is now fairly satu-
rated.”

The most interesting changes in this segment are spurts in
consulting demand associated with countries preparing for
entry into the EU. If countries have established trade barriers
to protect certain industries, they will be facing huge amounts
of new competition. Preparing those protected companies can
provide consulting opportunities.
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“[Russia and the former Soviet
states] is a huge market with a huge
potential and a huge growth rate.
Unfortunately, it is quite risky to go
in there because of a number of
circumstances.”
– Karoline Nystrom, European Head of Retail,

PA Consulting Group
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High Growth Scandinavia
The third European retail region comprises the prosperous Scandinavian countries, the part of

Europe that has the highest growth rate in retail. Although the markets are mature, rapid economic
growth is feeding retail growth. “The drawback of that market is that there are just not that many
people living there”, notes Nystrom. “They are quite small markets in general, so you have not seen
a lot of entry from the multinational players, although it is growing extremely fast.”

Challenge in Russia and Former Soviet States
The fourth and, in Nystrom’s opinion, the most interesting segment involves expansion into Rus-

sia and the former Soviet states. “That is a huge market with a huge potential and a huge growth
rate. Unfortunately, it is quite risky to go in there because of a number of circumstances.” Politics
and economics have started to become more stable, but things are by no means as predictable as
in Western Europe or the US. “You need to spend a lot of time and effort on issues you do not
have to deal with elsewhere.”

Doing business and consulting in the region is interesting partly because of the variables asso-
ciated with a risky environment, but also because of the size and growth rate predicted over the

next 10 to 15 years. “There is huge un-
tapped potential both in terms of retailers and
in terms of the consulting market”, asserts Ny-
strom. In the consulting market, no large firms
have yet succeeded in gaining dominance.
“Everybody is doing a bit of work, but there
is a huge market that is yet to be won in that
geographical area.”

A lot of the Western retailers pulled out in
the mid-90s when the economy faltered, and
today many of them are considering going
back, which creates opportunities for consul-
tancies serving Western European clients.

Consulting often involves assisting retailers in establishing greenfield operations. However, a few
Russian retailers are fairly successful, so mergers and acquisitions are likely to begin occurring in
the near future.

Retailers in the developing markets want to compress the learning curve and avoid some of the
growing pains that Western companies experienced. “I do not think there is any way of actually
jumping to the forefront of the market”, says Nystrom. “We are talking about significant infra-
structure that needs to be put in place to develop into a world-class retailer, and that takes time
to develop. I think they are playing more of a game of catching up to the average rather than try-
ing to get to the forefront.”

These retailers are not yet advanced enough in their development to use benchmarks, although
that may become a consulting opportunity in a couple of years. They are still addressing larger strate-
gic issues and the fundamentals of the business.

Cross-border consulting generally has been a one-way business, with nearly all the activity in-
volving Western retailers moving into the region. Russian retailers are not yet focusing on becoming
multinationals. “They have enough potential in their own market”, explains Nystrom. “And going
into the saturated Western European market would not be all that attractive.” When these retail-
ers expand outside their borders, the direction will probably be to the east. “I think in a few years’
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“So what is happening and driving
a lot of the business consulting at the
moment is really this cost optimisa-
tion and process design work. What
retailers are looking for is the
leanest, most efficient value chain
strategy that they can have.”

– Steve Sinclair, Global Head of Retail,
PA Consulting Group
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time, it might be interesting to see them moving more towards Asia and especially China, which
they have geographic proximity to, if the Western players have not already taken that market.”

There is not much commonality between the four retail regions. They are very different in terms
of where they have been and what is next for the retail businesses, so the focus is on completely
different issues. To build up a company in Russia, clients need to establish the IT infrastructure,
get the stores operating properly, and take all the necessary steps for a successful start-up. How-
ever, in Western Europe, retailers are more often tweaking the operation.

Four Consulting Segments
Consulting may address the business side

and the technology side. Additionally, as
Steve Sinclair, PA Consulting Group’s global
head of retail describes it, consulting may need
to address things going on inside the enterprise
and those involving participants or influ-
encers external to the retail organisation. “In-
ternal business consulting has a lot to do with
process management and resource deployment
– effective optimisation of internal resources.”
In this area, consultants are helping retailers
with cost optimisation, which has the great-
est affect on the bottom line.

The inside work on technology has a lot to do with legacy systems, integration, and ERP de-
velopment – using tools such as Siebel, PeopleSoft, and Oracle. The outward view is mostly about
things like outsourcing and shared services.

The outward view on business consulting is focused primarily on the customer. Getting this part
right has a big effect on the top line. “It is driving revenue growth through brand development,
brand strategy, or innovation, either in formats, in products, in new territories, or in line exten-
sions”, explains Sinclair.

The outside view is a specialty of L.E.K. Consulting, which positions itself as an externally fo-
cused consultancy. In the retail sector, most of its work is around markets and competition, rather
than cost reduction or internal organisation, explains L.E.K. partner Jonathan Simmons. “Although
there is always a grey line in some of the work we do. For example, work around store portfolio
optimisation or proposition format development can get quite operational.”

Competition
The need for consulting is often driven by changing pressures in the business environment. In

Europe, as in other markets, the conventional price and value drivers are in play. “In the UK we
have quite a lot of price deflation happening at the moment”, explains Sinclair. This is the result
of both very good sourcing and a very competitive marketplace. “You have the conventional play-
ers, like Tesco, that are really driving prices down.” At the same time, retailers are experiencing cost
inflation – salaries, energy costs, and store costs are all increasing. “So what is happening and driv-
ing a lot of the business consulting at the moment is really this cost optimisation and process de-
sign work. What retailers are looking for is the leanest, most efficient value chain strategy that they
can have.”

Simmons agrees that the power of Tesco is a major competitive issue, particularly in the UK.
“They have been very successful in foods, and they are now diversifying very rapidly into other

“[Value retailers] are applying signif-
icant pressure in the market for all
retailers because of the efficiencies
and the economics of scale that they
are forming and passing on to their
customers. How to compete in that
environment has become the number
one issue.”

– Brian Girouard, Global Retail Lead,
Capgemini
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product areas, outside the food mainstream. A lot of the other more focused retailers, particular-
ly high street retailers, are suffering because of that.” This adds to the high street retailers’ other
challenges, including the Internet. Tesco is likely to become a concern across Europe, particular-
ly Eastern Europe as the retailer moves into those countries.

The main issue is the rise of the value retailer, according to Brian Girouard, Capgemini’s glob-
al retail lead. “They are applying significant pressure in the market for all retailers because of the
efficiencies and the economies of scale that they are forming and passing on to their customers.
How to compete in that environment has become the number one issue.” As a result, there is ex-
treme pressure on companies to take cost out or to control their costs in the supply chain and in

the store.

Edward Westenberg, European retail lead
for Capgemini, agrees. “They have ven-
tured into most of the European geographies
now, and they have come in with a super low
price point offer. That has really eroded the
market.”

The prevalence of private label products is
having an impact, but it varies by sector. In food, private label is a very important issue, but it has
probably reached a level of saturation, according to Simmons. It plays a significant role in the cloth-
ing retail space in the UK.

Another driving force is in competing for the customer. Because retail is very competitive, many
retailers in the UK and across Europe are looking at new products and new services that can in-
crease their shares of the consumer wallet.

Most of the grocery sector is now looking at non-food because of the superior gross margins.
Retailers are hoping to increase profitability by getting higher margin products on the shelves. New,
non-core services are also being offered, such as telecommunications and a variety of financial serv-
ices. “They are really trying to drive their margins up by being a one-stop shop for the consumer”,
says Sinclair.

Capgemini has seen this trend as well. “They are trying to offer everything, so it is a very mixed
assortment that you now find in groceries, pharmacies, and what have you”, says Westenberg. “They
are offering products that would not have been part of the range in the old days.”

Market Polarisation
The retail space is dominated by those at the low and high ends – discounters and high street

shops. Those in the middle are not doing as well. “We used to talk about the bell-shaped curve,
in which there was a middle market”, notes Sinclair. “Now we have a well-shaped curve, where you
have a very significant market share at the high-value volume end and at the luxury end.”

Many of the discount retailers, such as H&M, New Look, Arcadia Group, and Top Shop are
doing very well. “In the fashion world, these companies are really driving the prices down”, ob-
serves Sinclair. Their efforts are working in combination with much better sourcing from the Far
East and China, which is also driving down prices.

Retailers at the luxury end are also doing well, but only because they are being very discriminat-
ing in terms of the services and the products they are offering their customers, according to Sinclair.

The key attributes of the retail offer are often identified as product, price, access, experience, and
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“We are finding it very interesting to
see how companies perceive
themselves and how they are being
seen by their customers.”

– Edward Westenberg, European Retail Lead,
Capgemini
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service. Westenberg notes that, on a scale of one to five (where five is best), luxury retailers need
to be at least a three to play. “Then you need to score a five on one of those attributes, and you
need to be a four on your second and third to be a true winner.” Assessing those attributes and
the supporting services needed to achieve a three, four, or five rating is exactly the area in which
clients need consulting assistance. “We are finding it very interesting to see how companies per-
ceive themselves and how they are being seen by their customers.”

The polarisation between branded products and low cost in Europe is confirmed by L.E.K.’s
Simmons. “You see it very much in retail with the likes of Primark at one end – very much fo-
cused on low cost – and the high-level branded retailers, including department stores selling
branded goods, doing very well in the market. You see the squeeze over the last few years of
the middle-market retailers.” Marks & Spencer suffered for quite a number of years, and Next
is suffering now.

Stakeholder Pressure
Simmons sees the rise of private equity as having a large impact on the industry. Retail clients

find there is very little room for underperformers. “There is more than usual pressure from the stock
market through private equity houses to perform and show more short-term performance than medi-
um- to long-term performance.”

Simmons estimates that 30% of L.E.K.’s work in Europe is on private equity transaction due
diligence. “The challenges for them in the retail arena are around extracting value through the P&L
and balance sheet. Back four or five years, a lot of private equity was based on revenue growth. Now
revenue growth is not enough.” The competitive environment requires companies to focus on tak-
ing cost out and optimising the balance sheet.

Retailers need to reduce costs and grow the top line. Both the requirement for performance and
the competitive environments combine to force companies to focus on both. The challenge, which
not all retailers have met successfully, is to reduce costs without affecting the customer experience
and thereby damage sales.

Lowering costs in concert with lowering prices to consumers has been somewhat counter-
productive, according to Westenberg. Some cost reductions are being pushed upstream, reduc-
ing suppliers’ margins, and there is not as much money being spent on R&D in order to cre-
ate new products. “There
is just no money for that.
At the end of the day, it is
not to the advantage of
the consumer.”

Keeping an Eye on the Value
Chain

The value chain is
shared by providers of raw
materials, product manu-
facturers, transportation
providers, retailers, and fi-
nancial institutions han-
dling transactions. The
forces impacting the value
chain seem to be multi-

Forces and Trends Driving the Future Value Chain

Source: 2016 – The Future Value Chain; GCI, Capgemini, and Intel
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plying, and they are often outside retailers’ control.

Understanding the value chain’s elements and influencers is top of mind for most companies.
Retailers can no longer focus on only their portion and expect to succeed. The value chain’s com-
ponents are becoming more globally dispersed at the same time there is a need for them to become
more integrated.

Substantial Retail Consulting in Europe
As in most client industries, consulting needs vary by company size. There is also a large com-

munity of consultancies that offer everything from a full suite of retail services to specialised so-
lutions to individual issues.

Capgemini, which organisationally looks at retail and consumer products together, does most
of its retail consulting in North America and Western Europe. According to Girouard, about 63%
of the firm’s retail business is in Europe, 36% is in North America, and the remaining 1% is in
Asia Pacific.

Large firms, such as PA Consulting, tend to work with larger clients. Sinclair estimates that
companies with turnover of less than $1 billion would typically be outside his firm’s sweet spot.

Smaller client companies tend to use less en-
terprise consulting, and they are more like-
ly to use niche boutique consultancies.
“They would use a niche in supply chain, or
brand, or CRM”, says Sinclair. “The larger
players tend to have a more holistic view in
terms of consulting. They tend to go with
bigger consulting houses.”

PA Consulting’s Karoline Nystrom esti-
mates that retail consulting accounts for up to
30% of the firm’s consulting revenue in some
European countries.

PA is doing full corporate strategy devel-
opment for some retailers in the high street.
“We are looking at their full operation, giving

them a view about where they should be playing, how they should be developing their product
portfolio, their pricing strategy, their organisational design, their distribution, and their supply
chain”, says Sinclair. ◆
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Next Month
Part two of the European Retail Consulting Market report will address many of the client challenges and resulting

initiatives in which consultants are involved. These include customer segmentation, pricing, supply chain manage-

ment, channel strategy, use of technology, and cost management.

“You see it very much in retail with
the likes of Primark at one end –
very much focused on low cost – and
the high-level branded retailers,
including department stores selling
branded goods, doing very well in
the market. You see the squeeze over
the last few years of the middle-
market retailers.”

– Jonathan Simmons, Partner,
L.E.K. Consulting



Fax Back Subscription Order Form
to +1.603.924.4460

M A N A G E M E N T
C O N S U LTA N T

I N T E R N A T I O N A L

A Kennedy Information Publication

Call now +1.603.924.6390, 888.259.1500,  or fax +1.603.924.4460

Mail to: Kennedy Information

1 Phoenix Mill Lane, Fl. 3, Peterborough, NH 03458 USA

With your paid subscription to Management Consultant International you’ll receive:

12

12

12

24/7  Access

24/7  Access

Issues in Print and Online
Packed with the latest global competitive intelligence, industry
benchmarking and analysis, worldwide market opportunities and
more to provide the insights, data and analysis you need for
informed planning and decision-making.

4- to 8-page Market Intelligence Reports
With in-depth coverage of select international, regional or
other high-growth consulting markets.   

MCI Update E-mail Supplements

MCI Online Searchable Archives

www.ConsultingCentral.com

QUANTITY

US$1,110

Included

Included

Included

Included

PRICEDESCRIPTION

The Kennedy Information 100% Money-back GUARANTEE
If at any time, for any reason, Management Consultant International does not live up to your expectations,
simply cancel for a full 100% refund. This is not a prorated refund, but a complete 100% refund of your
entire one-year subscription price. You risk nothing.

 – Brad Smith, COO

Name_______________________________________________ Title____________________________________________

Firm_________________________________________________________________________________________________

Address______________________________________________________________________________________________

City_____________________________________ State______________ Zip______________ Country_________________

Tel________________________________ Fax___________________ E-mail______________________________________

Payment:     Visa     MC     Amex     Signature________________________________________________________

Card No.____________________________________________________________ Exp. Date________________________

Check Enclosed (Payable to Kennedy Information) Mail to address below.       PO #________________________________ 

REQUIRED FOR MCI ONLINE

YES! I would like to take out an individual subscription to Management Consultant International
at the rate of US$1,110 for 12 issues.
Rates for multiple subscriptions are also available on request. I undertake not to reproduce any of the contents without the publisher’s permission.

Published by: www.ConsultingCentral.com


