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Abstract: Management consulting is the rendering of independent and objective advice and assistance about management issues. Over the years management consultancy has evolved and adapted to change and the new opportunities it offered. In this fast developing world of management consultancy the main objective of consulting companies is to design and implement complete solution to their clients` problems and business opportunities.  The paper reviews the main characteristics of consulting services, paying attention to recent development of management consultancy industry. The paper also characterizes the Romanian management consultancy market, analyzing the strengths, the weaknesses and the progresses made by this industry so far.
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1.  EUROPEAN MANAGEMENT CONSULTANCY MARKET 
1.1 Nature and Purpose of Management Consulting 


Management consultancy is part of business consultancy which includes various activities like legal advice, accountancy, tax consultancy, auditing, advertising, market research, technical services and management consultancy.



The Federation of European Management Consulting Organizations (FEACO) defines management consultancy as: “...the rendering of independent advice and assistance about management issues. This typically includes identifying and investigating problems and/or opportunities, recommending appropriate action and helping to implement those recommendations”.


The Association of Management Consultants (ACME) from United States of America defines management consulting as “a service provided for a fee by objective outsiders who help executives improve the management, operations, and economic performance of institutions”. 

According to the International Council of Management Consulting Institutes, management consulting is defined as: „...the provision of independent advice and assistance to clients with management responsibilities.  This advice can take several shapes, as consultants can be external, internal and may take on one or more of a whole array of roles, including being an outsourced function for the client organization.”

The Federation of European Management Consulting Organizations categorizes management consultancy into the following service lines: 

· Human Resources consulting services:  improving  the “people” element of an organization;

· Information Technology consulting services: improving the way organizations store, retrieve, disseminate and use information;

· Operation Management consulting services: improving the operational aspect of an organization;

· Outsourcing services (which can embrace various forms of delivery): Large Scale Outsourcing (computer sharing), Business Process Outsourcing or Business Process Management (they address to a hole process or function such as insurance claims processing or an accounting unit) and Application Service Providers (firms provide corporations with access to applications by sharing the costs);

· Strategy consulting services:  improving the long-term strategic health of a company.


1.2 Market Analysis


According to Datamonitor researches, European management consultancy market experienced a strong growth in 2001, followed by a decline in 2002 due to the economic slowdown across the region. Though, in 2004 the European management and marketing consultancy market generated total revenues of $59.7 billion, consisting in a compound annual growth rate of 3% for the five-year period spanning 2001-2004. Specialists consider that the large growth in the European market happened at the beginning of the period due to the introduction of the Euro and the associated expansion of business.  


The main revenue source for the European management consultancy market was the information technology sector, which generated total revenues of $16.8 billion in 2004 (28.2% of the overall market value). In the second place stands the operations management sector which generated total revenues of $16 billion, representing 26.9% of the market value share (Figure1).
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Figure 1.  Europe Management&Marketing Consultancy Market
Source: Datamonitor


Regarding the competitive landscape of management consultancy market we can say that it has been dominated by large multinationals while medium sized companies have been struggling to survive on the market. Some of the most important European players are, according to Datamonitor, KPMG International, PricewaterhouseCoopers, IBM Corporation, CapGemini, Accenture and Deloitte Consulting. 


It is a very strong competition among this multinationals and there can be noticed wide differences across a variety of European countries. 


An overview of the European countries shows that Germany has the largest number of consultants while UK is the largest individual market in Europe, its remarkable performance came a result of the expansion of outsourcing services.(Figure 2)
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Figure 2. Size and Distribution of European Consulting Market
Source: Droege & Comp.


As we can see from the above figure the East European management consultancy market is still at a very small dimension comparing to the rest of European countries, although it is forecasted to experience strong growth in the next years. Saturated Western consulting market forces consultants to go east and also Western companies continue to position themselves in prospering Eastern markets.


In 2009, the European management and marketing consultancy market is forecast to have a value of $66.1 billion, which represents an increase of 10.7% since 2004. (Tabel 2)
Table 2: Europe Management and Marketing Consultancy Market Value

Forecast: $ billion, 2006-2009

	Year
	$ billion
	€ billion
	% Growth

	2006
	61.6
	49.6
	1.80%

	2007
	62.9
	50.7
	2.10%

	2008
	64.4
	51.9
	2.40%

	2009
	66.1
	53.2
	2.50%

	Source: Datamonitor 



According to a report released by FEACO (The European Federation of Management Consultancies Associations), the size of European Management Consulting Market was estimated at 61.6 billion Euro in 2006. If we relate this figure to the forecast made by Datamonitor in 2001(which can be seen in the above table) we may conclude that the real market growth of European management consultancy industry exceeded all expectations.

2.  ROMANIAN MANAGEMENT CONSULTANCY MARKET

Romanian consultancy industry has known an outgoing development in the past few years due to an increase in demand for management consulting services as a result of the requirements for EU accession (EU harmonisation, ISO Certification, competitive strategies, impact studies etc.). There was increased demand for integrated services that require new capabilities such as technical design, environmental assessment, urban planning and development.


According to (FEACO), the size of the Romanian Management Consulting Market was worth an estimated 107 million Euro by the end of 2004, with a market growth rate of 35%. The market kept growing in 2005 and 2006 as a result of an increase in the number of Romanian management consulting companies. In the first part of 2007 there were 72 Romanian management consulting companies authorized by AMCOR, the Romanian Management Consultancies Association, member of FEACO.

We can also add that there are no big players on the Romanian market, but only some medium sized and hundreds of small companies. There is a concentration process in progress, due to increased competition and the fact that clients require more expertise. The demand for consulting services may come from several segments of potential clients, such as: Small and Medium Size Enterprises, major companies (more than 250 employees), Non-Governmental Organizations, natural person – entrepreneurs, investors or Local Administration. Unfortunately, a very small number of Romanian companies ask for management consultancy services and, even less admit that they need external advice to overcome different problems. This situation can be explained by several causes, beginning with the fact that Romanian small and medium size companies have limited resources to allocate for external assistance. Furthermore, we can also add: 
· There are no such external advisory services on the market, the existing ones have a very low quality or they are too expensive.
· Romanian companies are not fully aware about the benefits of using consulting services or consider that this kind of services do not fit to their situation.

· Most of Romanian managers do not know how to express their company problems and therefore, they find it difficult to choose an appropriate consulting services provider to help them improve their internal development and performance.

In order to overcome this “financial“ barrier between the offer and demand for management consultancy services, especially when it comes to SME`s, and also to stimulate the development of management consultancy market, the Ministry of Development, Public Working and Homes triggered a grant scheme financed through PHARE Programme, Social and Economic Cohesion. The programme`s main objective is the development of the SME`s business sector through the help of consultancy services.  

Despite the progresses made by Romanian management consultancy industry so far, specialists agree that we still have an immature market and at a very low level comparing to other European countries. Moreover, consultancy market has to overcome a wide range of difficulties, such as [Plesoianu, 2002]:
· The lack of an external professional services culture among Romanian companies which brings an insignificant demand for consultancy services.
· Independent and professional management consultants are sometimes being replaced by organizational structures or people having an official state, who guarantee a solution to a certain problem but do not answer for the validity of the results.
· There is no request for professional quality standards in technical competencies and professional conduct among Romanian management consultancy companies or individual consultants.
· Multinationals management consultancy companies which have divisions in Romania, are mainly involved in international assistance projects, on governmental and official level, and pay less attention to the existing needs of Romanian companies.
· There is a wrong impression regarding the professional grounding of a consultant: you need more than a simple training and an acknowledgement certificate to become a specialized management consultant. This wrong impression was encouraged by a great number of trainings and courses organized in several international assistance projects, which were called “consultancy trainings” or worse, ”trainings to form a consultant”. In most of the cases this trainings last less than 2 or 3 weeks.
· The relationship between Romanian and foreign consultants is still vague and occasional, because most of the clients of international consultants are mainly public institutions and very few of them are private managers or firm owners. Therefore such an important cooperation between consultants is not always requested by the beneficiaries of advisory services.

Although Romanian management consultancy market has to surpass a lot of weaknesses, some of them mentioned above, we have to stress that the tendency of development is obvious and there are several factors that contribute to this ascending trend: 
· People and organizations have started to recognize the need for external advice in different areas of their activities and the opportunity of using consultancy services.
· Structural changes which came as a result of EU accession: a legal change, a stronger competition on each market, the introduction of structural founds, new requirements for Public Administration in planning the local development on a long term basis.
· An increase of market competition in each field of activity determines each company to identify new strategy and actions in order to raise their efficiency and competitiveness. 
· The employers have raised their demands regarding potential employees` education and professional competences (they also began to allocate resources for training and continuous improvement of their employees).
· Rapid, unscheduled and uncontrolled development of companies, which led to several problems that need external advisory help in order to solve them.

All these economic and structural changes influenced the activity of Romanian business consulting companies in ways of imposing new standards of competence and conduct on the market. 

Furthermore, the Romanian Management Consultancies Association introduced Certified Management Consultant (CMC), an international professional certification for management consulting professionals, awarded by institutes in 44 countries. Consultants awarded the CMC designation have to demonstrate some of the following requests: three years of experience in full-time consulting, owner or employee of a firm in independent practice, or internal consultant in organization meeting the independence criteria, demonstrate client satisfaction in challenging engagements and also produced descriptions of five client engagements, including problems addressed, solutions provided and results achieved. CMC stands for Consulting Performance, Experience and Ethics and it facilitates the selection and evaluation of adequate management consultants. In selecting management consultants, clients should be well advised to seek individuals who meet the profession's own standards of competence, ethics, and independence. Institute certification is a valuable aid in this quest. It is the mark of excellence among management consultants and both management consultancy organizations and their beneficiaries must understand the importance of such a standard for the efficiency of their businesses.


As a conclusion, I have to say that management consultancy represents a very fast changing world where new entrants, disciplines and capabilities are continuously being integrated into the profession. Moreover, the borders of this industry continue to expand so that each consultancy business will be viewed as a global network of different businesses, covering a wide spectrum of areas not even imagined only a few years ago.  
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