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"Th e  crucial question to ask  to m anagem ent consulting
is not w h eth e r is valuable, but w h eth e r it is som etim es useful"

1. Introduction

Ce rtainly, th e  de bate  on th e  com pe titive ne ss of firm s h as fue le d th e  se arch  for ne w

approach e s to m anage m e nt and organization. Th e re  is a grow ing m anage m e nt lite rature

focusing on organizational innovations as critical factors unde rlying th e  transform ation of

large  corporations. Sch olars, th e business press, m anage m e nt consultants and e xe cutive s

spe ak  about organizational innovations and ne w  m anage m e nt style s as if th e y  re pre se nte d a

ne w  busine ss re ality. Th us, w h ile  it is w ide ly acce pte d th at succe ssful firm s ne e d “good

m anage m e nt”, and m ost fe e l th at organizational innovation is a crucial fe ature  of innovation

and firm s' pe rform ance , th e re  are  not y e t any acce pte d m e asure  of its e ffe cts, its

m e ch anism s, or e ve n its de finition (W olfe , 19 9 4).

A  close r e xam ination at th e  lite rature  sh ow s th at som e  analysis re fe r to organizational

innovations as to include , from  a h istorical pe rspe ctive , th e  e m e rge nce  of th e  m ultidivisional

structure  and subse q ue nt transform ations (i.e . outsourcing, flatte ring, and so forth ) w h ile  a

vast num b e r of analysis tak e  organizational innovations as th e  adoption of a se t of ne w

m anage rial practice s, including ne w  w ork  practice s and inte rnal control sy ste m s from  TQ M

or BPR to A BC. Th e re fore , organizational innovations include  both  profound ch ange s in

corporate  structure s and a se cond le ve l transform ation w h ich  re fe rs to adm inistrative  tools

aim e d at im proving organizational e ffe ctive ne ss. First le ve l transform ations re fe r to

com pe titive ne ss e nh ancing ch ange s including corporate  visions and strate gy  d eve lopm e nt.

Se cond le ve l transform ations are  aim e d  at ch anging ope rational routine s and m anage m e nt

m e th ods.
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Th is pape r focuse s on th e  m e ch anism s and factors e nh ancing th e  adoption of adm inistrative

te ch nologie s and organizational innovations as w e ll as on th e  ch aracte ristics of m anage m e nt

consulting as ce ntral actors in th e  provision of ne w  m anage rial discourse s and te ch niq ue s.

Manage m e nt consulting products are  both  m anage rial ide as and tools de signe d and cre ate d

to assist m anage rs in th e ir proble m  solving activitie s.

More ove r, be y ond th e  e ffe cts of m anage m e nt consulting on firm s' pe rform ance , incre asing

consum ption and re liance  on e xte rnal consultants cannot be  d issociated  from  le gitim acy

pre ssure s and th e  sym bolic value  on m anage rial and social com pe te nce  th at m anage rs and

organizations de rive  from  th e  adoption of such  adm inistrative  te ch nologie s (Fe ldm an and

March , 19 81).

A ltoge th e r, th e re  is a substantial lack  w ith in th e  sch olarly lite rature  on th e  analysis of th e

consulting industry, its role  and e ffe cts on corporate  ch ange . Th at is due , in part, to our

lim ite d unde rstanding of th e  m anage m e nt proce ss itse lf, and particularly to th e  dom inant

vision of m anage m e nt as an inte rnal function of th e  organization. In  th e  oth e r h and, th e

analysis of m anage m e nt consulting as m e re ly a fash ion-se tting busine ss (A brah am son, 19 9 6),

nurture d by guru lik e  th e orie s (Case , 19 9 9 ), h as obscure d th e  dynam ics and nature  of th e

m anage m e nt consulting busine ss and innovation proce sse s.

In th is pape r w e  unde rstand m anage m e nt consulting as a k now le dge  and inform ation

inte nsive  industry aim e d at providing insigh t as w e ll as a se t of practice s th at h ave  spe cialize  in

de ve loping spe cific approach e s and visions to organizational proble m s and to m onitor

e xte rnal and e nvironm e ntal ch ange s w ith in particular industrie s. Finally, th e  role  of

m anage m e nt consulting cannot b e  analyze d w ith out accounting for th e  social m e ch anism s -

le gitim acy, social im itation and ide ologie s th at ch aracte rize  m anage m e nt.

W e  h ave  focuse d on th e  m anage m e nt consulting industry for se ve ral re asons. First, it is a

flourish ing industry all ove r th e  w orld. Se cond, ne w  m anage m e nt practice s and busine ss

solutions provide d by large  US-base d  consulting firm s h ave  b e com e  dom inant in th e  last te n

y e ars as A m e rican and Europe an corporations w e re  lagging b e h ind th e ir Japane se

counte rparts according to w orld pe rform ance  indicators. Th ird, m anage m e nt te ch niq ue s
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conce ive d by  expe rt consultants h ave  b e e n m ark e te d w ith  succe ss all ove r th e  w orld as

"program s of ch ange " for corporations in crisis, or unde r m ajor re structuring proce ss but

th e ir e ffe cts on clie nts' pe rform ace  re m ain q ue stione d. Fourth , th e re  is an unsolve d te nsion

b etw e e n th e  incre asing standardization of m anage m e nt practice s as m anage m e nt consulting

b ecam e  dom inate d by a fe w  global consulting firm s and th e  uniq ue ne ss of clie nts' proble m s

and solutions.

In th is pape r w e  sh all addre ss tw o basic q ue stions. First, w e  focus on th e  de m and-side  of

m anage m e nt consulting accounting for both  organizational and e nvironm e ntal factors

e xplaining, in one  h and, th e  incre asing de m and of m anage rial practice s, and in th e  oth e r

h and, w h y  top m anage rs re ly m ore  and m ore  on e xte rnal advice  and consultants. Se cond, w e

sh all focus on th e  m anage m e nt consulting industry itse lf in an atte m pt to capture  th e

spe cificity  and advantage s of large  scale  and global consultancie s base d on th e ir k now le dge -

inform ation proce ssing capabilitie s and inte rnal k now le dge  m anage m e nt practice s.

O ur analysis diffe r significantly from  pre vious studie s in tw o w ays. First, w e  unde rstand th e

incre asing de m and of m anage m e nt consulting se rvice s  link e d to m anage rial se arch  trigge re d

both  by inte rnal and e xte rnal pre ssure s w h ile , traditionally, th e  e m ph asis h as be e n on

sym bolic consum ption and le gitim acy pre ssure s (M e y e r and Row an, 19 77; O live r, 19 9 1).

Se condly, our unde rstanding of th e  e ve r ch anging re pe rtoire  of m anage rial te ch niq ue s doe s

not e m ph asize  e xclusive ly th e ir fash ion/fad nature , but th e  dynam ics of m anage rial proble m -

solving se arch  and h ow  it inte rse cts w ith  th e  dynam ics of innovation w ith in m anage m e nt

consulting firm s th e m se lve s.

2. Fram ing th e  q ue stion:  Th e  consum ption of m anage m e nt consulting

Th e business conte xt in w h ich  organizational innovations and ne w  m anage m e nt te ch niq u e s

e m e rge d in th e  19 80s-19 9 0s w as dom inate d by tw o factors: (1) th e  productivity de cline

re giste re d by US large  corporations and (2) th e  sh arp contrast b etw e e n th e  dom inant US

m anage m e nt m ode l and Japane se  m anage m e nt. Conse q ue ntly, th e  m anage m e nt lite rature

e xpe rie nce d a m ajor incre ase  of com parative  analysis be tw e e n US and Japane se  firm s
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focusing on innovation capabilitie s, h um an re source  m anage m e nt, ince ntive s and re w ard

sy ste m s, and production standards. More ove r, an incre asing focus on innovation and firm s'

innovative  capabilitie s h ave  sh ifte d  atte ntion of sch olars and busine ss m anage rs from

ope rations re se arch  and financial and accounting sy ste m s tow ards h um an re source s

m anage m e nt (Barle y  and Kunda, 19 9 2).

In Europe  such  inte re sts h ave  b e e n re inforce d by  em pirical obse rvations on diffe re ntial

re turns to innovation e fforts unde rtak e n by Europe an large  corporations; th e  loss of m ark e t

sh are  and le ade rsh ip in spe cific industrie s; th e  constant de cline  of th e  m anufacturing se ctor;

and de bate s about Europe an industrial and te ch nological policie s. Factors th at h ave  large ly

contribute d to form  th e  im pre ssion th at Europe an firm s are  lagging b e h ind th e ir rivals in w h at

th e  m anage m e nt lite rature  ide ntify  as “dynam ic capabilitie s”.

Th e  le arning organization, th e  k now le dge -base d firm , th e  re source -base d vie w  of busine ss

strate gy, th e  e xploitation of organizational inte llige nce  and m e m ory , tim e -base d com pe tition,

th e  value  cre ating com pany, com pe tition th rough  q uality, and so forth , are  part of a ne w

m anage rial discourse  in w h ich  organizational ch ange  and th e  adoption of ne w  m anage m e nt

te ch niq u e s are  e m bedded (Coope y , K e e gan and Em le r, 19 9 8).

H ow e ve r, m anage rial innovations do not e m e rge  in isolation; m anage m e nt can not b e

disconne cte d from  R& D  inve stm e nts and strate gie s, h um an re source s and pre viously acq uire d

te ch nological and com m e rcial capabilitie s as w e ll as from  th e  ch aracte ristics of e xte rnal

e nvironm e nts and m ark e ts in w h ich  firm s com pe te  (H ay e s and A b e rnath y , 19 80). Th e

acq uire d se t of routine s, th e  se nse  of loyalty  to corporate  traditions, products and m ajor

custom e rs, and m ajor focus on e stablish e d inte re sts’ groups, and th e  curre nt distribution of

pow e r w ith in organizational units w ill e rode  th e  pote ntial for an organization to adapt to ne w

te ch nological and m ark e t opportunitie s and institutional conditions. Th e re fore , organizational

innovations re pre se nt but one  ste p in th e  proce ss of organizational adaptation.

More ove r, th e re  are  substantial com ple m e ntaritie s be tw e e n te ch nological innovation and th e

se arch  for ne w  m anage m e nt style s, te ch niq ue s and m e th ods. A s long as m anage rs, from  large

corporations face  m ajor com pe titive  ch alle nge s and pre ssure s to im prove  e conom ic and
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financial pe rform ance , h ave  b e e n incre asing th e  am ount of corporate  re source s de voted  to

ne w  product and proce ss de ve lopm e nt th e y  se arch e d for ne w  m anage m e nt te ch niq ue s, style s

and approach e s. O rganizational and m anage rial innovations are  re late d to th e  incre asing

dive rsification of th e  source s of innovation and a gre ate r involve m e nt of social source s

inste ad of pure ly te ch nological. O ur analysis doe s not re je ct th e  ide a th at inte rnal force s

m igh t prom pt th e  se arch  of ne w  m anage m e nt m ode ls th ough  it e m ph asize s th e  influe nce  th at

e nvironm e ntal actors, such  as private  inve stors, gove rnm e ntal bodie s, consultants and oth e r

inte re st groups, pose  on th e  adoption of organizational practice s.

It is large ly ack now le dge , by m anage m e nt and organizational sch olars, th at m anage m e nt

k now le dge  or m anage m e nt is m ore  th an distinctive  colle ction of practical sk ills and a

re pe rtoire  of instrum e ntal tools. Th ough  its ow n nature  is ve ry difficult to be  de fine d w ith

any pre cision, and th e  causal re lationsh ips be tw e e n m anage m e nt k now le dge  and

organizational pe rform ance  se e m  to be  rath e r suspicious. Basically, m anage m e nt is about  tw o

diffe re nt but re late d dim e nsions (Guillé n, 19 9 4). First, it com prise s a m anage rial ide ology  or

discourse . Se condly, it is unde rstood as a se t of  rational te ch niq ue s use d in th e  pursuit of

organizational goals or, m ore  pre cise ly, m e th ods and tools for "rationally" solving

organizational proble m s[2].

Manage m e nt is aim e d at solving e m e rging organizational proble m s w h ich  re sult from  th e

pe rce ive d pre se nce  of, at le ast, one  of th e  th re e  follow ing conditions: (1) structural-

e conom ic ch ange s including th e  de -bure aucratization of organizational structure s and control

m e ch anism s, th e  transform ation of ow ne rsh ip, and any incre ase  in size  and com ple xity

including product dive rsification; (2) labor unre st, and (3) e xte rnal and inte rnational

pre ssure s and opportunitie s.

Se arch  of ne w  m anage m e nt discourse s, te ch niq ue s and m e th ods h as be e n fue le d by ch ange ,

th ough  th e re  are  th re e  factors th at m igh t h e lp to e xplain th e  dram atic re le vance  of a

h e te roge ne ous se t of m anage m e nt practice s and approach e s: (1) ch ange s in th e  nature  of

                                               
2 Rational in this context refers to an appealing façade that may be important for the internal acceptance of
new management models (Demski, Lewis, Yao and Yildrin, 1999).
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w ork  and critical inputs; (2) th e  tigh te ning of corporate  control e xe rcise  b y  exte rnal inve stors

and stak e h olde rs ove r large  publicly liste d  firm s; and (3) institutional ch ange s.

Se arch  and adoption of ne w  adm inistrative  te ch nologie s cannot b e  isolate d from  th e  prim ary

conce rn of large  corporations' m anage rs, th e  e ffe ctive ne ss of control m e ch anism s w ith in th e

organization. During th e  19 80s and th e  19 9 0s, as re sult of th e  com pe titive  ch alle nge s face d

by US organizations pointe d at th e  b e ginning of th is se ction, it h as be e n notice d (O casio and

K im , 19 9 9 ) a significant sh ift from  th e  finance  conce ption of control, th at tak e s th e

corporation as se t of asse ts th at could be  m anage d th rough  th e  use  of e conom ic and financial

indicators (Fligste in, 19 9 0) tow ards alte rnative  conce ptions not y e t pe rfe ctly de fine d or

institutionalize d but grounde d on th e  value  of h um an capital, intangible  and unconte stable

re source s, innovation, le arning and k now le dge  cre ation. Finally, m ore  dram atic and structural

ch ange s on corporate  gove rnance  h ave  occurre d ch alle nging corporate  financial control such

h ostile  tak e ove rs, m e rge rs and acq uisitions.

Ch ange s in th e  com position of th e  w ork force , and th e  incre asing re liance  on k now le dge

asse ts, de m ands ne w  control m e ch anism s as th e  nature  of task s are  m ore  difficult to m onitor

th rough out traditional bure aucratic and financial m e ch anism s. Inte rnal control m e ch anism s

h ave  e volve d  tow ards subtle  form s, as ne w  m anage rial discourse s e m ph asizing culture ,

value s, e m pow e rm e nt and te am  w ork  indicate  (Je rm ie r, 19 9 8). A  w ide  range  of m e th ods,

such  as q uality circle s, te am -base d  ince ntive s, m anage m e nt by obje ctive s and so forth , h ave

b e e n introduce d in m ode rn corporations (Ezzam e l and W illm ott, 19 9 8). Th e y  re pre se nt ne w

form s of control and sh ow  th e  inh e re ntly duality in h um an re source s strate gic m anage m e nt:

th e  use  of rational conside rations toge th e r w ith  collaborative  dim e nsions (Goode rh am ,

Nordh aug and Ringdal, 19 9 9 ).

H ow e ve r, it m ay  b e  w rong to focus e xclusive ly on ne w  h um an re source  practice s,

organizational culture  ide ologie s as th e  dom inant inte rnal control m e ch anism s in

corporations. Sim ultane ously, th e re  is an incre asing appe al and inte re sts on ne w  corporate

visions as w e ll as on ne w  m anage rial te ch niq ue s de signe d to accom plish  w ith  th e  goals of

financial control, such  as A BC (A ctivity Base d Costing) and oth e r cost control m e th ods,

im ple m e nte d by large  and dive rsifie d corporations.
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Large  corporations, and th e ir m anage rs, are  confronted  not only w ith  e xte rnal pre ssure s such

te ch nological race , or global com pe tition but th ose  e xe rcise d by institutional inve stors and

th e  popular busine ss pre ss, claim ing th e  failure  of gove rnance  m e ch anism s to prom ote

m anage rial accountability to stock h olde rs. Th is conce rn h as be e n re inforce d by acade m ic

re se arch  on th e  lack  of e ffe ctive ne ss of curre nt gove rnance  structure s to m onitor and control

m anage rs' m isbe h avior, and m oral h azard proble m s associate d to inform ation and pow e r

asym m e trie s. Exte rnal pre ssure s of th is k ind h ave  le ad to th e  adoption of ne w  form al

practice s (i.e . e xe cutive  com pe nsation m e th ods) as w e ll as th e  use  of socially acce pte d

m anage rial discourse s w h ich  play a significant role  in th e  social construction of corporations'

m ark e t value  (Kum ar and Sopariw ala, 19 9 2). Exte rnal pre ssure s on corporate  gove rnance

h ave  b e e n also accom panied  by  ne w  gove rnm e nt inte rve ntions and initiative s as th ose

conce rning th e  com position of th e  board of dire ctors, inform ation re q uire m e nts on inte rnal

activitie s and som e  tim e s on h igh ly se nsitive  inte rnal policie s re inforcing th e  role  of

accountability and liability (W e stph al and Z ajac, 19 9 8).

Th e  e ffe cts of e xte rnal constitue ncie s on th e  adoption of ne w  m anage rial practice s are

tw ofold. First, m anage rs m ay adopt and im ple m e nt ne w  te ch niq ue s to m ak e  th e ir actions

m ore  accountable  . Se condly, m anage rs m ay just adopt ne w  language  th at are  se e n as socially

le gitim ate , and th e re fore  th e y  w ill b e  w illing to sh ift from  one  ide ology to anoth e r as th e y

gain social acce ptance  (Pe ffe r, 19 81; A stly and Z am m uto, 19 9 2). Insofar, capital m ark e t

re actions to th e  adoption of corporate  gove rnance  innovations such  e xe cutive  com pe nsation

are  positive [3];  and th e y  could be  inte rpre te d  as th e  re cognition th at th e  e ffe cts of such

practice s and strate gie s w ould re sult in pe rform ance  b e ne fits in th e  long rung. Th ough , th e se

e ffe cts m igh t indicate  but b e  th e  social acce ptance  in th e  sh ort run of m anage m e nt and

m anage rs unde r conditions of unce rtainty and am biguity. D e spite  th e se  ve ry diffe re nt

re asons, both  th e  adoption and im ple m e ntation of practice s and th e  sym bolic adoption of

m anage rial discourse s, le ad to th e  sam e  outcom e : incre asing de m and of ne w  m anage m e nt

practice s and m ode ls as m e ans to pre ve nt th e  ne gative  e ffe cts of th e  social pe rce ption of

corporate  m anage m e nt. Th e se  ne gative  e ffe cts influe nce  th e  m ark e t value  of th e  corporation

                                               
3 Though, the adoption of other management practices such TQM did not have the same excepected results
(Hackman and Wageman, 1995; Zabaracki, 1998).
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and at th e  sam e  tim e  th e y  cle arly unde rm ine  th e  inte rnal basis on w h ich  m anage rs base  th e ir

auth ority  (Sch um an, 19 9 5).

Th us, th e  consum ption of m anage m e nt practice s and tools m ay not b e  aim e d at incre asing

e conom ic pe rform ance  or but to cre ate  th e  colle ctive  illusion and confide nce  on

m anage m e nt w ith in both  inte rnal and e xte rnal constitue ncie s (K raatz and Z ajac, 19 9 6).

Finally, th e  inte rnal dim e nsion of corporate  control and e xte rnal control m e ch anism s and

social pre ssure s act in q uite  opposite  dire ctions on th e  tim e  h orizon of m anage rs' actions and

de cisions, as re fle cte d in th e  im agine ry of m anage rial discourse s. Th e  pre ssure s and de m ands

of institutional inve stors (financial e xte rnal control) on  th ose  firm s w h ich  de pe nd on public

e q uity , are  alm ost incom patible  w ith  th e  ide a th at re positioning th e  com pe titive  position of

firm s in a global and dynam ic m ark e t m igh t tak e  m ore  th an a fe w  y e ars as inte rnal control

m e ch anism s se e m  to be  de signe d for. Th e re fore , th e  cost of b e ing large , public, visible  and

profitable  in th e  sh ort run m igh t b e  ve ry h igh  in th e  long run as opportunitie s for corporate

re ne w al are  lost.

Se arch  of ne w  m anage rial practice s is cle arly trigge re d e ith e r w h e n pe rform ance  falls be low

som e  acce ptable  range , w h e n inte rnal control m e ch anism s fail to ach ie ve  organizational goals

and w h e n organizations face  dram atic institutional and e nvironm e ntal ch ange s (A rm our and

Te e ce , 19 78).

Pe riods of turbule nt ch ange  are  ch aracte rize d by th e  e m e rge nce  of ne w  m anage rial discourse s

and practice s (K im b e rly, 19 81). Th e  19 80s and th e  19 9 0s h ave  b e e n y e ars of turbule nt

ch ange , spe cially for Europe an firm s, including h ange s in th e ir le gal and re gulatory

e nvironm e nts, pre ssure s on ne w  product de ve lopm e nt, and ch ange s in th e  com pe titive

landscape  afte r se ve ral w ave s of global m e rge rs and acq uisitions. M e rge rs and acq uisitions,

ofte n q uote d as a significant source  in th e  grow th  of m anage m e nt consulting, are  m ore  link e d

to th e  audit busine ss. H ow e ve r, m e rge rs and acq uisitions cle arly introduced  ch ange s in

corporate  control and conse q ue ntly spe cific m anage m e nt style s and practice s are  lik e ly to be

adopte d and im ple m e nte d, particularly in th e  post m e rge rs and acq uisitions ph ase .

Th e re fore , one  of th e  m ajor factors unde rlying th e  e xpansion of m anage m e nt consulting in
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Europe  is th e  de re gulation of m ark e ts and th e  application of a ne w  body of antitrust

le gislation. Manage rs of large  corporations traditionally ope rating in re gulate d m ark e ts face

th re e  b asic proble m s: (a) th e  de sign of e ffe ctive  and e fficie nt pricing policie s; (b) h ow  to

sustain e conom ic profitability in a com pe titive  e nvironm e nt; and (c) h ow  to de fine  ne w  long

te rm  strate gie s.

Finally, incre asing de m and of m anage rial innovations and te ch niq ue s h as to be  re late d to th e

inte rnationalization and globalization of busine ss. Globalization re q uire s th e  adoption of ne w

busine ss proce ss, product de ve lopm e nt and m ark e ting strate gie s as w e ll as ne w  strate gie s such

global sourcing, adoption of global standards and th e  re de sign of logistics.

Th us, se arch  of ne w  m anage m e nt practice s and m e th ods is proble m -drive n, and e xploration

w ill b e  sustaine d until a ne w  satisfactory  alte rnative  is found. Conse q ue ntly, m anage rial

te ch niq u e s and practice s m igh t e m e rge  and vanish  rapidly not just as a conse q ue nce  of th e ir

fash ion/fad nature  (A brah am son, 19 9 1) but as re sult of tw o factors: (1) th e ir causal

am biguity  w h e n e valuating th e ir e ffe cts on organizational pe rform ance , and (2) th e  lost of

inve stors' confide nce  on spe cific te ch niq ue s w h e n th e ir e ffe cts do not appe ar q uick ly.

A ltoge th e r, th e  se arch  and adoption of ne w  adm inistrative  te ch nologie s is foste re d by

le gitim acy pre ssure s and th e  sym bolic dim e nsion th at th e  adoption of th e  late st "busine ss

solution" conve y s. Th e  adoption of a adm inistrative  te ch nology, th at m ay  b e  eve ntually

succe ssful, is both  th e  re sult of sy ste m atic se arch  actions or bandw agon e ffe cts and rational

im itation b e h avior (A brah am son and Rose nk opf, 19 9 3; H ëdstrom , 19 9 4;).

Both  fad and fash ion pe rspe ctive s h ave  b e com e  w ide ly use d to analysis and e xplain h ow

spe cific adm inistrative  te ch nologie s are  diffuse d am ong organizations, assum ing th at th e

diffusion of innovations occurs unde r conditions of unce rtainty and institutional pre ssure s

(H ausch ild and Mine r, 19 9 7). Manage rs and com panie s proce e d unde r th e  "e m ulate  th e

w inne rs" approach , w ith out accounting for th e  spe cific cultural, structural and cognitive

patte rns th at contribute  to th e ir uniq ue ne ss. Th is sugge sts th at th e  spe ctacular grow th  of th e

m anage m e nt consulting industry is but one  pie ce  of e vide nce  th at m anage rs h ave  inte rnalize d

th e  b elie f th at if th e y  could som e h ow  com e  up w ith  th e  righ t strate gy  th e y  too could be
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succe ssful. In such  conte xt, ofte n good m anage m e nt h as be e n re place  b y  a re pe rtoire  of

q uick  fixe s (H ilm e r and Donaldson, 19 9 6).

Lastly, th e  incre asing re le vance  of m anage m e nt consulting firm s re sts upon both  th e ir

te ch nical ability and re putation. Consulting firm s base d th e ir busine ss th rough  th e  ge ne ration

and m ainte nance  of de m and for th e ir se rvice s, and th e y  do th at not alw ays base d on

obje ctive  facts but th rough  th e  social construction of w h at is use ful for m anage rs or w ill add

value  to th e  organization. W h at m atte rs is th e  com pany's ability to convince  clie nts of th e

value  of long-te rm  re lationsh ips.

3. Th e  advantage s of e xte rnal m anage m e nt consulting. W h at do m anage m e nt consulting h as

to offe r?

Manage m e nt consultancie s provide  advisory  se rvice s by spe cially traine d and q ualifie d

pe rsonne l w h o assist, in an obje ctive  and inde pe nde nt m anne r, th e  clie nt organization to

ide ntify  m anage m e nt proble m s, analyze  such  proble m s, re com m e nd solutions to th e se

proble m s, and h e lp, w h e n re q ue ste d, in th e  im ple m e ntation of solutions.

Exte rnal m anage m e nt consulting is m ore  lik e ly to appe al organizations ch aracte rized  by  m ajor

k now le dge  gaps conce rning e nvironm e nt m onitoring –i.e . m ark e t com pe tition and th e

structure  of th e  industry w ith in w h ich  th e  firm  conducts its busine ss, or facing inte rnal

conflicts on th e  allocation of pow e r w ith in diffe re nt organizational coalitions. A  m anage m e nt

k now le dge  gap re fe rs to incom ple te , fuzzy or w rong re pre se ntations of both  th e  inte rnal and

e xte rnal e nvironm e nt of th e  firm . Know le dge  gaps conce rning m anage m e nt are  lik e ly to

e m e rge  b e cause  k now le dge  is une ve nly distribute d and im pe rfe ctly sh are d across age nts,

firm s and industrie s. Such  gaps m igh t b e  fille d by actors w h o act as brok e rs, and b ene fit by

transfe rring ide as from  th ose  w h o h ave  th e m  to th ose  w h o lack  of th ose  ide as.

In such  conte xt, m anage m e nt consulting firm s provide  m anage rs w ith  both  inform ation and

le gitim acy. Since  le gitim acy issue s conce rning m anage m e nt and th e  adoption of m anage rial

practice s h ave  b e e n of m ajor inte re st w ith in th e  m anage m e nt lite rature  (Tolbe rt and Z uck e r,
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19 83; H ausch ild and Mine r, 19 9 7) in th is se ction w e  sh all focus m ore  on th e  ch aracte ristics

of m anage m e nt k now le dge  and h ow  consulting firm s be ne fit from  such  traits. Th e  de bate  in

m anage m e nt and busine ss studie s on organizational innovations h as le ft une xam ine d th e

proce ss th rough  w h ich  consulting firm s and consultants cre ate  ne w  m anage rial k now le dge  and

tools or just transform  e xisting practice s and patte rns into com m e rcially re le vant e xpe rtise .

O rganizational and m anage rial sch olars claim  th at m anage m e nt k now le dge  is  th e  outcom e  of

a de ve lopm e ntal proce ss in w h ich  w h at is le arne d, and th e  body of k now le dge  produce d, is

profoundly grounde d in th e  social conditions and conte xts in w h ich  such  k now le dge  is

e m bedded. Manage m e nt k now le dge , and th e ir corre sponding le arning proce sse s, are  link e d

to th e  fram ing of spe cific de cisions-actions se ts. From  th is pe rspe ctive , m anage m e nt

k now le dge  is far m ore  th an a se t of te ch nical task s, it is a "cultural fram e ". H ow e ve r, w ith out

re je cting th e  link s be tw e e n fram ing proce sse s and th e  social e m beddedne ss of both

m anage rial cognition and action, it is w orth  noticing th e  incre asing role  play ed  by  expe rie nce

distant m anage m e nt k now le dge .

Th e  ide a of m anage m e nt as "e xpe rie nce -ne ar" k now le dge  contrasts w ith  th e  ch aracte ristics of

m anage m e nt k now le dge  of large   consulting firm s ("e xpe rie nce -distant") in w h ich  ide as and

k now le dge  are  produce d as th e  outcom e  of inte ractions w ith  diffe re nt and h e te roge ne ous

age nts and organizational conte xts. O ne  of th e  crucial fe ature s of  consulting firm s re sts up

on th e ir ability to de ve lop, m aintain and e nh ance  th e  conditions unde r w h ich  m anage m e nt

k now le dge  and ide as are  spre ad and can be used to solve  diffe re nt organizational proble m s

face  b y  a unive rse  of busine ss organizations ope rating in h igh  ve locity  e nvironm e nts. A nd

th e y  m igh t do so by com bining ide as produce d by diffe re nt groups to solve  th e  proble m s of

oth e r organizations (H argadon &  Sutton, 19 9 7).

Manage m e nt consulting firm s do m ore  th an just disse m inating and transfe rring m anage m e nt

ide as across organizations, industrie s and countrie s. Th e y  ofte n provide  m anage m e nt basic

insigh ts th at h e lp com panie s to tap into th e ir h idde n re source s and re se rve s and ach ie ve  th e ir

transform ations (Sch affe r, 19 9 7). Manage m e nt consulting firm s acq uire  inform ation at any

tim e , store  it and re trie ve  it to cre ate  ne w  com binations of old ide as, in a proce ss th at m igh t

b e  d e scrib ed  as of th e  routine  cre ation and, th e re fore , e volutionary.
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Manage m e nt consulting firm s m igh t b e  th ough t as spe cific cognitive  structure s able  to

re cognize , se ize  and face  e nvironm e ntal ch ange s and pre ssure s face d by oth e r organizations,

and to provide  k now le dge , ide as and som e tim e s te ch niq ue s base d on w isdom , e xpe rie nce  and

som e  oth e r analytical tools th at m ay  re duce  unce rtainty and adaptation proble m s of clie nt's

organizations. H ow e ve r, it m ay h appe n, th at b ecause  of causal am biguity  b etw e e n proble m s

and solutions, th e  factors noticed  b y  e xte rnal consultants m ay not b e  th e  factors th at e nable

th e se  com panie s to ach ie ve  succe ss or to incre ase  th e ir pe rform ance  le ve ls. Th at le ad us to

conside r th at m anage m e nt is an uncle ar te ch nology. Uncle ar m e ans th at th e  causal

re lationsh ips be tw e e n spe cific m anage m e nt practice s im ple m e nte d and th e ir outcom e s are

ofte n am biguous or large ly unstable . Th e  m ark e t for m anage m e nt consulting incre ase s as

re sult of th e  lack  of a cle ar and dire ct m atch ing b etw e e n proble m s and solutions.

Profe ssional consultants are  traine d to solve  proble m s th at re q uire  constructing a coh e re nt

account of proble m s and m alfunctions out of th e  lim ited unde rstanding of data and

docum e ntation provide d by a single  firm [4]. Th e y  m ak e  a diagnosis about a particular

organization th rough  th e  e vocation of old e xpe rie nce s and ne w  insigh ts. Se parate , diffe re nt

and sim ilar e xpe rie nce s conve rge , le ading to a coh e re nt diagnosis and sh are d vision of

proble m s and solutions.

Manage m e nt consulting se rvice s are  re nde re d by firm s w h ich  h ave  large  m ixe d  k now le dge

and facilitie s in all th e  m ajor transnational busine ss locations. Th e  de ve lopm e nt of

m anage m e nt consulting m ay  b e  e xplaine d from  th e  e conom ics of string, re trie ving, and

e xch anging valuable  k now le dge  about th e  structure  and th e  viability of organizational

practice s at inte rnational le ve l. Manage m e nt consulting firm s, and m ore  spe cifically large  or

global consulting firm s, pe rform  th e  role  of conne cting ide as, age nts and organizations and,

th e re fore , provide  solutions, e ith e r ne w  or old, to ide ntifie d  proble m s, or conve rse ly, th e y

ide ntify proble m s for w h ich  th e y  m ay h ave  solutions.

                                               
4 Fortunately, management consulting firms have biographies and archives, and their factual experiences
account regularly for about 70,000-80,000 management consulting projects conducted in a quite similar
number of firms. Therefore, the value added by the consultant is one of systematizing and organizing such
huge amount of information and know-how.
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Misre cognition is one  of th e  lim iting factors face d by individual m anage rs, w h o m igh t w rongly

assum e  th at ne w  m anage m e nt solutions can b e  ge ne rate d and succe ssfully im ple m e nte d from

a se t of canonical ste ps (K ie sle r and Sproull, 19 82; Z ajac and Baze rm an, 19 9 1). Th e re fore ,

one  of th e  advantage s of m anage m e nt consulting firm s is to re duce  th e  e ffe cts of "isolation

e rrors" th at m ay appe ar w h e n m anage rs tre at th e ir organizations' proble m s se q ue ntially and

as uniq ue  (March , Sproull and Tam uz, 19 9 1).

Manage rs ope rate s on th e  basis of trial-and-e rror proce dure s, th e  re sidue  of le arning from

past e xpe rie nce s and accide nts, rational im itation and th e  inve ntions born of ne ce ssity

(Coh e n and March , 19 74/19 86). In such  proce ss, individual de cision m ak ing m igh t b e

lim ite d by th e  re q uire d inte rpolation b etw e e n abstract accounts and spe cific de m ands to

ach ie ve  succe ss. A voidance  of m isre cognition costs m ak e  m anage rs, at th e ir be st, q uite

conse rvative  in th e ir actions, and constraining th e  introduction of organizational sh ock s, and

organizational innovations start w ith  sh ock s. Consultants m igh t organize  se q ue ntial sh ock s of

innovation as a continuum  in w h ich  th e y  supe rvise  pe rform ance  and sugge st incre m e ntal

im prove m e nt e ith e r if e ndoge nous failure s are  re cognize d or e xoge nous ch ange s tak e  place .

More ove r, m anage m e nt consulting play a significant role  by re ducing th e  associated  costs of

se arch  and lim iting th e  range  of pote ntial solutions in a conte xt dom inate d by both

unce rtainty and am biguity  (March  and O lse n, 19 76), and th e re fore  th e y  se e k  to im itate

oth e r organizations.

In addition, th e  role  of m anage m e nt consulting sh ould be  re late d to w h at h as be e n te rm e d a

norm ative  th e ory of m anage rial atte ntion (O casio, 19 9 7). Exte rnal m anage m e nt consultants

h e lp top m anage rs to ide ntify re le vant issue s (W e ick , 19 9 2) in a proce ss of issue -se lling

(Dutton &  A sh ford, 19 9 3). H ow e ve r, it w ould im ply th at diagnosis, e xpe rtise  and use  can

b e  d ecouple d. To th e  e xte nt th at e xpe rtise  and use  can b e  d ecouple d, th e  proce ss of

diffusion of m anage rial practice s is acce le rated  (A tte w e ll, 19 9 2; O 'Ne il, Poude r and

Buch h oltz, 19 9 8).
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4. Manage m e nt k now le dge  cre ation and accum ulation and th e  basis for m anage m e nt

consulting advantage s

Th e  association of m anage m e nt k now le dge  and te ch niq ue s w ith  practical e xpe rie nce  and,

th e re fore , tacit k now le dge  and e xpe rie ntial k now le dge  as pointe d in th e  se ction above , is

w ide ly ack now le dge , th ough  rath e r odd w ith  th e  ide a th at such  k now le dge  can b e  cre ate d,

codifie d , accum ulate d and diffuse d all th rough  an e xch ange  m e ch anism  gove rne d by m ark e t

rule s. Top m anage m e nt consulting firm s are  ch aracte rized  by  a spe cific se t of capabilitie s by

w h ich  th e y  conve rt tacit and h igh ly spe cific k now le dge  and e xpe rie nce s into codifie d

k now le dge , and th e re fore  it can b e  m ark e te d or transfe rre d th rough  m ark e t m e ch anism s.

A dditionally, m anage m e nt k now le dge , both   tacit and e xplicit, im plie s th e  capability to scan

th e  e xte rnal and inte rnal e nvironm e nt of th e business organization to le ve rage  and e nh ance

firm s' re source s and to be  able  to act according to e xpe cte d ch ange s and ch alle nge s. From

such  pe rspe ctive , m anage m e nt k now le dge   com bine s: (1) insigh t, de fine d as th e  ability to

ide ntify pote ntial use ful alte rnative s; (2) com petence  or th e  ability to e xe cute  plans and

routine s and, (3) initiative  or th e  ability to act on th e se  pote ntial alte rnative s. Conse q ue ntly,

m anage m e nt re q uire s both  abstract and analytical th ink ing as w e ll as a constant le arning

proce ss based  upon cognition. Com pe te nce  and initiative  re st upon th e  firm 's m anage m e nt

structure , w h ile  insigh t is ofte n provide d by consultants as a w ay  of look ing outside  th e

com pany for k e y s to im prove m e nt and pe rce ived  ne e ds. Insigh t is w h at adds value  to th e

clie nt organization rath e r th an any oth e r inform ation of m anage m e nt m e th od.

H e re , w e  assum e  th at pe rce ption as a basic trait of m anage m e nt consulting firm s consists in

an inte rpre tation of th e  proble m  face d by a spe cific organization and, conse q ue ntly,

pe rce ption re fe rs to a  m e ntal construction base d on k now le dge  and inform ation structure s

(Langlois, 19 9 7). Th us, m anage m e nt consulting firm s m ay  b e  d efine d as "sy ste m s of

inte rpre tation" in w h ich  se nse  m ak ing is particularly im portant (H ay e k , 19 78).

H ow e ve r, th e re  is a basic q ue stion to ask   around th is  obse rvation on w h at m ak e s a

m anage m e nt consulting firm  diffe re nt in its re cognition and pe rce ption capabilitie s? D o

m anage m e nt consulting firm s h ave  de ve loped  a h igh e r pe rce ption apparatus th an oth e r
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firm s? If so w h at are  th e  re asons be h ind?  D o th e y  h ave  supe rior inform ation proce ssing

capabilitie s and h ow  such  organizational routine s de ve lop? Th us, w e  m ust focus on th e

spe cific proce sse s w ith in m anage m e nt consulting firm s th at y ie ld to th e  de ve lopm e nt and

e nh ance m e nt of such  capabilitie s.

Th e  m anage m e nt consulting firm  de pe nde nce  on its ow n "cognitive  m ap" built up on past

e xpe rie nce s, and th e  cate gorie s cre ate d from  th e m , im plie s lim itations on th e  firm s ' ability

to anticipate  and re spond appropriate ly to e ntire ly ne w  stim uli[5]. Constraints on pe rce ption

capabilitie s m ay  e xplain th e burge oning busine ss of sm all m anage m e nt consultants and solos,

h igh ly spe cialize d in th e  supply of particular rule s of action (K e nne dy Inform ation, 19 9 9 ).

Manage m e nt consulting com panie s are  base d one  e xpe rt k now le dge  and on inform ation as

th e y  provide  innovative  solutions from  re com bination of k now le dge  or ide as. Be cause  of

re com bination, th e y  w ill scarce ly  eve r re spond tw ice  in e xactly th e  sam e  m anne r to clie nts'

ne e ds e ve n if th e y  h ave  de ve lop inte rnal proce dure s aim e d at providing standardize d

solutions.

Th e  ide ntification of proble m s and th e  subse q ue nt m atch ing of proble m s and solutions w ith in

consulting firm s is ch aracte rize d as one  of logical/analogical ch aining but it m ay w e ll b e  a

m atte r of tim ing (Eise nh ardt, 19 89 ); th at w ill allow  th e  application of garbage  can m ode ls

(Coh e n, March  and O lse n, 19 72). In th is pape r, h ow e ve r, w e  do not tak e  th is pe rspe ctive

but a sim plifie d  m ode l of k now le dge  cre ation w ith in m anage m e nt consulting firm s w h ich

e m ph asize s th e ir advantage s and re lative  supe rior capabilitie s to m onitor corporate  ch ange .

Base d on th e  de finition of top m anage m e nt consulting [6], our m ode l is base d on five  critical

ste ps: (1) A cce ss; (2) Le arning; (3) Bridging; (4) Mark e ting and (5) Monitoring.

A cce ss is de fine d by th e  spe cific position of a m anage m e nt consulting firm  in a particular

ne tw ork  of social actors (i.e . large  corporations, th e ir com pe titors and le gal or re gulatory

                                               
5 A good example on this limiting factors can be foind in McKinsey and Co. and the restructuirng process on
their internal consulting business undertaken by the firm as the diffusion of the M-form has lost acceptance
as basic organizational structure (Kipping, 1996).
6 "Our practice depends heavily on interpersonal skills, the experience of our consultants, our collective
ability to market our services, the methodologies we use to consult with and ultimately on quality ehen it
comes to delivery and implementation" (Kennedy Information, 1999)
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bodie s). Th at acce ss im plie s th at a m anage m e nt consulting firm  in a core  position h as

inform ation advantage s e ith e r on diffe re nt m anage rial dom ains, diffe re nt industrie s or

diffe re nt organizations. Th e  position of large  m anage m e nt consulting firm s in a social ne tw ork

h e lps to unde rstand th e ir role  in fulfilling le gitim ate  inte rve ntions.

Le arning w ith in m anage m e nt consulting firm s is a critical proce ss, and it re fe rs to h ow  ide as,

conce pts, and m e th ods e nte r into th e  firm , are  h e ld, store d and sh are d, and finally use d

th rough  re com bination in diffe re nt consulting proje cts. Th is inte rnal le arning proce ss re q uire s

th e  institutionalization of practice s, codification of e xpe rie nce s, a se t of ince ntive s for sh aring

inform ation and e xpe rie nce s as w e ll as form al proce sse s for colle cting th e  b e st e xpe rie nce s.

Th e re  are  tw o basic type s of role s: th e  k now le dge  inte grator and th e  k now le dge  de ve lope r.

Know le dge  inte grators are  critical to provide  ade q uate  standardization and consiste ncy for

th e  consulting se rvice s and, th e re fore , for th e  institutionalization of e xpe rie nce  and tim e le ss

w ork ing of organizational m e m ory. Know le dge  de ve lope rs are  in ch arge  of de fining spe cific

conte nts for spe cific proje cts and de m ands, th e y  w ork  at th e  inte rface  w ith  m ajor clie nts.

Know le dge  de ve lope rs are  de pe nde nt ve ry ofte n on k now le dge  inte grators.

Bridging re fe rs to inte rnal proce sse s of adaptation of old proble m s and solutions to ne w

de m ands. It is a proce ss of m atch ing clie nts and firm s. Link ing past e xpe rie nce s to ne w  and

pe rce ive d ne e ds is m ainly a proce ss of com bination and re com bination th at re sts upon

re cognition and ide ntification of sim ilar fe ature s. Th is ste p re q uire s codification of

e xpe rie nce s and standardization of w h at is le arne d from  spe cific proje cts. H ow e ve r, link ing

ide as ofte n include s finding non obvious link s be tw e e n proble m s and solutions. A dditionally,

th e  ability of consultancie s to succe e d w ill also de pe nds on its clie nts th at, in turn, affe ct th e ir

attractive ne ss (D e m sk i e t al., 19 9 9 ).

Mark e ting as a basic function of m anage m e nt consulting and it is unde rstood as th e  e fforts

and re source s de vote d to succe ssfully m ark e t se le cted business solutions as to be com e  one  of

th e  m ost re le vant path s in th e  diffusion of m anage rial innovations. Large  m ark e ting and clie nt

ch anne ls are  a basic building block  in product innovation strate gie s. Mark e ting include s th e

de ve lopm e nt of large  and stable  ne tw ork s of clie nts, such  large  and stable  ne tw ork  of clie nts

h as to be  bu ilt on trust and re putation.
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Monitoring, w h ich  is ofte n associate d to th e  im ple m e ntation of m anage m e nt practice s w ith in

spe cific organizational se ttings. Im ple m e ntation is ofte n re porte d  as th e  last ste p in th e

consulting proce ss w h ile  for us m onitoring is a basic ste p in th e  le arning proce ss of consulting

firm s. From  m onitoring, consultants gath e r ne w  inform ation on th e  e ffe ctive ne ss and

use fulne ss of th e  se rvice s th e y  provide . Monitoring large ly se rve s to m ak e  possible

organizational sh ock s in a basic organizational continuum  in w h ich  spe cialists pre ve nt th e

organization from  h arm ful m e asure s and sugge st incre m e ntal im prove m e nts.

Monitoring

    Exte rnal Source s         Inte rnal Source s

        Inform ation A cce ss

Know le dge  Inte grators

      Le arning

Know le dge  D e ve lope rs

 O ld proble m s/O ld solutions
Bridging Proble m s
A nd Solutions   Ne w  proble m s/O ld solutions       Mark e ting

 Ne w  proble m s/Ne w  solutions

Th e  aim  of m anage m e nt consulting is, basically, th e  com bination -production and diffusion-

of ide as -m anage rial k now le dge - and te ch niq ue s. Manage m e nt consulting firm s are  base d on

k now le dge  w ork  to supply  k now le dge -base d  products  for w h ich  tim ing is b ecom ing th e  m ost

re le vant variable  to incre ase  th e  m ark e t value  of th e ir products and to capitalize  on spe cific

m ark e t opportunitie s. H ow e ve r, as im portant as tim ing is th e  particular position th e
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consulting firm  occupie s in a broade r ne tw ork  of social actors w h ich  account for th e  social

acce ptance  and le gitim acy of th e ir on going busine ss.

Ne ve rth e le ss, be cause  th e  cre ation of m anage rial k now le dge  can h ardly  b e  spe e d up, such

com pe titive  advantage  w ill b e  capture d by th e  distribution ch anne ls -conne ctivity and

conne ctions- be tw e e n th e  consulting firm  and oth e r re le vant play e rs. In such  conte xt

outplace m e nt policie s im ple m e nted  by  large  consulting and auditing firm s be com e s

m e aningful.

Th e  continuos updating of inform ation and k now le dge , and th e  ability to be nch m ark  such

inte rnal and factual e xpe rie nce s provide  th e  basis for im proving th e  q uality of consulting

firm s  busine ss solutions and allow  th e m  to innovate  in th e  fie ld of adm inistrative

te ch nologie s. In sh ort, m anage m e nt consulting  h ave  a pragm atic ge ne ral th e ory; th e y  look

for particular solutions for spe cific purpose s and th e  m atch ing or fitting b etw e e n proble m s

and solutions de pe nds on: (1) th e  num b e r of solutions or alte rnative  m ode s of organizational

de sign and m anage m e nt available ; (2) th e ir ability to discove r ne w  m anage m e nt practice s or

solutions; (3) th e  prope r unde rstanding of th e  m anage rial practice s or busine ss solutions th e y

provide ; (4) th e  ability to fore sigh t th e  viability and im ple m e ntation of ne w  practice s; (4)

th e  capability to conve y  sym bolic value  base d on social construction of m anage m e nt, and (5)

th e  capability to introduce  sh ock s w ith in an stable  organizational se tting and to m onitor  long

te rm  e ffe cts.

5. Know le dge  drive n and m e th odology base d consulting: Th e  globalization of m anage m e nt

consulting.

Manage m e nt consulting firm s spe cialize d in th e  m ark e ting of m anage m e nt conce pts,

te ch niq u e s and solutions; th e ir prim ary function is to succe ssfully com m e rcialize  and e xploit

"m anage m e nt" k now le dge , ide as and e xpe rie nce s. Consulting m ust provide s inform ation as

w e ll as non-standard proble m  solving se rvice s. H ow e ve r, ofte n w h at large  m anage m e nt

consulting firm s do is vastly profitable but m ostly ne utral in te rm s of ach ie ve d pe rform ance

for clie nts.
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Manage m e nt consultancie s spe cialize  both  in spe cific industrie s and/or in particular se rvice s

or tools such  as e conom ic value  adde d, activity base d  costing, tim e -base d  com pe tition.

H e nce , th e  m ark e t nich e  of m anage m e nt consulting firm s h as at le ast tw o dim e nsions: (a)

industry-e xpe rtise , and (b) te ch nical e xpe rtise . Such  distinction le ad us to q ue stion w h e th e r

m anage m e nt consulting firm s act as cross pollinators across firm s w ith in th e  sam e  industry or

across industrie s [7]. It m ay  b e  th e  case  th at a particular consulting firm  m ay h ave  a broad

nich e  w ith  re spe ct to one  dim e nsion (i.e . industry) and a narrow  nich e  w ith  re spe ct to th e

oth e r one  (i.e . IT). Th us, w h ich  dim e nsion to e m ph asize   w ill b e  an im portant substantive

q ue stion not only for th e  purpose s of our analysis but for our unde rstanding of th e business

of m anage m e nt consulting.  Typically, large  and global m anage m e nt consulting firm s claim  to

h ave  e xpe rtise  in "an array of se rvice s" w h ile   h aving e xpe rtise  and cre dibility in a sh ort-list of

industrie s.

Manage m e nt consulting are  incre asingly diffe re ntiate d on th e  basis of th e ir e xpe rt k now le dge

or on th e  m e th ods and te ch niq ue s th e y  spe cialize  upon. Th e  first type  re fe rs to strate gic

advice  aim e d  at im proving a firm 's com pe titive  position w h ile  th e  se cond re fe rs to e ith e r

incre m e ntal or radical ch ange s in w ork  proce sse s, organization of production, and

inform ation te ch nologie s (Figure  2).In practice , m anage m e nt consulting firm s are  m uch  m ore

com ple x; not all m anage m e nt consulting activitie s e xh ibit th e  sam e  ch aracte ristics and

constrains on k now le dge  cre ation, not all of th e m  act as catalyst nor as k now le dge  brok e rs

and th e re fore  th e  le ve ls of clie nt involve m e nt and application of h igh ly standardize d practice s

vary according to th e  se t of proble m s and solutions m anage m e nt consulting is aim e d  at.

Th e re fore , w e  m ust diffe re ntiate  b e tw e e n:

(a) Manage m e nt m odels and strategic m anage m e nt consulting in w h ich  profe ssional k now le dge

is com ple x, base d in dire ct clie nt involve m e nt and aim e d at introducing sh ock s w ith in th e

organizational continuum  as to provide  th e  basis for furth e r organizational innovations

and introduction of ne w  m anage m e nt practice s.

                                               
7 Thus, it may be misleading to consider that there is a set of new management techniques, with a growing
significance which is not limited to one economic sector or country. Such perspective subtly denigrate the
nature of management and managerial knowledge by the simple adoption of a canned technique.
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(b) Business processe s and products developm ent in w h ich  m anage m e nt consulting firm s offe r a

se t of te ch niq ue s to im prove  ide ntifie d production proble m s w ith in th e  organization.

(c) Syste m s developm ent/ IT, h igh ly spe cialize d consulting and ofte n ide ntifie d as th e  h otte st

are a in consulting today  th ough  of low  value  adde d e ve n if th e y  re pre se nt a significant

portion of total re ve nue s of large  and global consulting firm s. Th e re  is ge ne ral tre nd

w ith in m anage m e nt consulting firm s to contract out th e  m ost basic inform ation

te ch nology se rvice s  and to subscribe  inte rnational alliance s, and collusive  agre e m e nts,

w ith  th e  b ig global play e rs for sy ste m s de ve lopm e nt softw are .

Concept H elp organizations to
define

Consulting Firm s Type

Vision Form ulation
• Values and culture
• Mission and objectives
• Corporate structure

and governance

• McKinsey &  Co.
• Th e  Boston Consulting

Group

Strategy Developm ent

• Mark ets and
com petitors

• Core  capabilitie s
• Financial goals
• Acquisitions and

Divestiture s
• Top level organization

• McKinsey &  Co.
• Th e  Boston Consulting

Group
• Andersen Consulting
• Arth ur Andersen
• Booz Allen and

H am ilton
• KPMG

Know ledge
Driven: Insigh t
and diagnosis
(problem
identification)

Developm ent and
Im plem entation Process

and Products

• Business process
optim ization
tech niques

• Integrated
Manufacturing
System s

• “Bench m ark ing”

• Price  W aterh ouse  &
Coopers and Lybran

• Andersen Consulting
• Ernst &  Young
• Deloitte  &  Touch e
• KPMG

System s Developm ent
(Inform ation
Tech nologie s)

• System s integration
• Inform ation system s

arch itecture
developm ent

• Andersen Consulting
• Price  W aterh ouse  &

Coopers and Lybrand
• Ernst &  Young

Meth odology
Driven

Business
solutions
provided to
identified
needs

Figure  2. A  Classification of Manage m e nt Consulting Firm s

6. D iffe re nt m ode ls of k now le dge  m anage m e nt w ith in large  m anage m e nt consulting firm s



22

It is w orth  noticing th e  critical role  played by  k now le dge  m anage m e nt w ith in consulting firm s

and aim e d at: (a) building uniqu e  data se t of inform ation base d on th e  b e st e xpe rie nce s and

proje cts run by th e  com pany  eve ryw h e re  and available  on line  th at allow s consulting firm s to

b ench m ark  on th e  basis of b e st practice s and a varie ty of e xpe rie nce s; (b) th e  cre ation of

th e ir ow n “k now le dge  basis” th at ge ne rate  ne w  practice s, m e th ods, tools and proce dure s to

e nsure  h om oge ne ity  am ong busine ss units ope rating w orldw ide  and base d on h igh ly

spe cialize d k now le dge  h old by  expe rt consultants; and (c) k now le dge  production in

m anage m e nt consulting firm s do not follow  a ge ne ral patte rn; som e  consulting firm s  m ade  a

strong de fe nse  of consulting-unive rsitie s cross fe rtilization w h ile  for oth e r consultancie s such

tie s are  of m inor inte re st b ecause  of th e  substantial gap in th e  de ve lopm e nt of e xpe rt busine ss

k now le dge  w ith in traditional acade m ic structure s.

H ow e ve r, e ve n if m anage m e nt consulting firm s e xh ibit h igh  advantage s in th e  provision of

profe ssional k now le dge  and e xpe rtise , and th e y  ach ie ve  h igh  fle xibility by pooling e xpe rtise ,

in orde r to m aintain its re ve nue  stre am  and re putation th e y  h ave  to solve  clie nts’ proble m s

e ffe ctive ly. Th e se  tw o ch aracte ristics are  crucial to unde rstand th e  organizational structure  of

consulting firm s as w e ll as h ow  th e  function in th e  final m ark e t.

Th e  standardization or le ve l of standardization of m anage m e nt products/se rvice s by

consulting firm s w ould be  a function of inte rnal organizational proce sse s, and h ow  k now le dge

and inform ation is store d , organize d and distribute d w ith in consulting firm s.

Th e orie s of th e  MNCs sugge st th at th e  pare nt organization is th e  m ajor provide r of ne w

k now le dge  subse q ue ntly  e xploite d abroad th rough  th e  inte rnational e xpansion. In contrast,

alte rnative  m ode ls h ave  b e e n propose d  se e ing th e  m ultinational corporation as e xploiting and

m axim izing its “com binative  capacity”, or th e  ability to ge ne rate  innovative  com binations

base d on k now le dge  and capabilitie s distribute d th rough out th e  m ultinational sy ste m  (Noh ria

and Gosh al, 19 9 7). Base d in th is analysis, m anage m e nt consulting firm s m igh t organize  th e ir

k now le dge  and inform ation proce ssing capabilitie s accordingly to th re e  diffe re nt

organizational structure s: (a) global for global; (b) ce nte r for global; and (c) local-for-global.

Th e  application of such  m ode l to th e  MNCs m anage m e nt consulting firm s alre ady

inve stigate d sh ow s th e  follow ing ch aracte ristics:
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(a) Th e  e m e rge nce  and diffusion of ne w  m anage m e nt practice s and m ode ls re spond m ainly

to th e  “global-for-global” innovation proce sse s [8] Th e y  re q uire  a h uge  am ount of

re source s de voted  to th e  cre ation of strong com m unication link s w ith in subsidiarie s,

am ong subsidiarie s and be tw e e n th e  h e adq uarte rs and th e  subsidiarie s. Th e  continuous up

dating of inform ation and re le vant e xpe rie nce s m ak e s possible  th is proce dure . Th at

re q uire s also inte nsive  training both  colle ctive  and individual am ong consultants ope rating

in diffe re nt countrie s and tw o-w ays transfe r of consultants am ong h e adq uarte rs and th e

diffe re nt national facilitie s. Th is type  of k now le dge  production or innovation proce ss is

q uite  significant for m anage m e nt practice s w h e n applie d  to global industrie s.

(b) Se cond, som e  large  m anage m e nt consulting firm s e ngage  in a proce ss of m anage m e nt

k now le dge  base d on “ce nte r-for-global” strate gie s in w h ich  a ce ntral facility such  as a

"k now le dge  ce nte r" is m anage d by th e  ce ntral partne r ge ne rating  a se t of practice s for

w orldw ide  use . Partne rs or subsidiarie s ope rating in diffe re nt countrie s are  just

re sponsible  for th e  im ple m e ntation of th e  ne w  se rvice s provided  by  th e  com pany, th ough

th e y  ofte n m ay  se le ct th e  range  of se rvice s and practice s to be  supplie d  in a particular

location from  a ge ne ral portfolio of activitie s supplied  by  th e  U.S.-base d  ce ntral

organization.

(c) Th e  spe cific nature  of th e  m anage m e nt consulting busine ss allow  for som e   “local-for-

local” solutions ;  local consultants innovate  b y  adapting global m anage rial practice s to

local spe cific ne e ds. Ge ne rally, th e  proce ss of local adaptation is im pose d by custom e rs’

spe cificity, and th e y  are  particularly re le vant in traditional industrie s in w h ich  country-

spe cific factors are  still im portant. Th ough , local innovations ofte n are  com bine d w ith

global solutions. A dditionally,  local facilitie s of global consulting firm s e xh ibit a re lative

inde pe nde nce  in th e  de ve lopm e nt and adoption of a lim ite d num b e r of practice s th at are

both  country and industry spe cific.

                                               
8 Global for global means that “instead of finding individual local solutions or imposing a central solution on different subsidiaries,
innovations are created by pooling the resources and capabilities of many different organizational units of the multinational corporation
to arrive at a jointly developed general solution to an emerging global opportunity” (Nohria and Goshal, 1997).
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Th e re fore , diffe re nce s across m ultinational consulting firm s in th e  production of ne w

k now le dge  and innovation h ave  to be  re late d to diffe re nce s in : (1) organizational de sign and

th e  re lationsh ips be tw e e n ce ntral and pe riph e ral ope rations, th us for firm s organize d lik e

“fe de rations” rath e r th an as h e adq uarte r-subsidiarie s ne tw ork s k now le dge  production is still

dom inate d by ce ntral-to-local m ode ls; (2) patte rns of com m unication b etw e e n diffe re nt units

and th e  organization of inte rnal sy ste m s of inform ation and proce sse s of inform ation

accum ulation; (3) socialization proce ss and inte rnational e xpe rie nce s of se nior consultants;

and (4) distribution of k now le dge  asse ts.

7. Final re m ark s

Sum m arizing, in th e  e xisting lite rature  th e re  are  tw o conflicting dom inant vie w s of

m anage m e nt consulting firm s: (a) A  native  pe rspe ctive  w h ich  e m ph asize  th e ir role  as "age nts

of ch ange " (Sch affe r, 19 9 7); and (b) a rath e r sk e ptical vision of m anage m e nt consulting in

w h ich  consulting is th e  outcom e  of institutional pre ssure s on e xisting organizations and

m anage rs and, conse q ue ntly, consulting is use d as a de vice  in a continuous proce ss of

le gitim ation. Finally, as th e re  is a substantial lack  of e vide nce  on th e  e ffe cts of m anage m e nt

consulting, spe cially of strate gic m anage m e nt consulting, on firm s' pe rform ance , consultants

are  th ough t as social actors e ngage  in re nt se e k ing activitie s. O fte n consulting is se e n as a

failure  to consiste ntly produce  significant re sults but it h as be e n able  to convince  m ost clie nts

to acce pt as succe ss th e  de live ry of its se rvice s rath e r th an th e  actual ach ie ve m e nt of som e

m e asurable  re sult. H ow e ve r, a close st analysis to th e  re lationsh ips be tw e e n e xte rnal

m anage m e nt consulting activitie s and m anage rs dutie s m ay bring a diffe re nt pe rspe ctive . A s

sh ow n in th is pape r, m anage m e nt consulting provide s insigh t and it h e lps m anage rs to focus

th e ir atte ntion on w h at are  th e  m ost re le vant ch alle nge s face d by th e  organization and w h at

could be  som e  of th e  m ost com m only and socially acce pted  solutions.  Solutions are  not

unde rstood in te rm s of e conom ic e fficie ncy but in te rm s of organizational e ffe ctive ne ss. In

th e  oth e r h and, m anage m e nt consulting h as be com e  crucial as th e re  are  significant costs

associated  to m anage rial se arch  for ne w  organizational solutions. In th is pape r w e  claim  th at

se arch  and de m and of m anage m e nt practice s is foste re d by am biguity or causal am biguity

b etw e e n practice s and pe rform ance  as w e ll as by bandw agon e ffe cts and rational im itation
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proce sse s e xplaining m anage rs' patte rns of b e h avior. Social le gitim ation argum e nts h ave  b e e n

w ide ly applie d to th e  adoption and diffusion of m anage rial practice s (D iMaggio &  Pow e ll,

19 83; Me y e r &  Row an, 19 77 or Z uck e r, 19 77). H ow e ve r, w h ile  ce rtain k ind of practice s

are  adopte d be cause  of social pre ssure s w h ile  oth e rs do not follow  such  patte rn.

Se condly, w e  m igh t approach  sh ifts in m anage m e nt orie ntation and practice s, as a ch ange  in

m anage rial discourse s. Fre q ue ntly, th e  te rm s m anage m e nt and m anage m e nt m ode ls are  use d

as inte rch ange able  to conve y  at le ast tw o diffe re nt conce pts. First, th e y  re fe r to a body of

ge ne ral and te ch nical k now le dge  applicable  to spe cific and practical situations. Se condly, th e y

re fe r to de note  a conce pt of a sy ste m  of control and  auth ority  and, in such  conte xt, a m ode l

of m anage m e nt is in fact an ide ology aim e d at e stablish ing le gitim acy and re inforcing

cre dibility. Manage rial ide ologie s and discourse s base d  on corporate  culture  h ave  foste re d  a

flourish ing industry in m anage m e nt re se arch  and consulting during th e  last te n y e ars.

Manage m e nt practice s and innovations in th is fie ld are  ch aracte rize d by th e  re lative  scarcity

of ge ne ral patte rns but th e y  h ave  b e com e  standardize d ove r tim e . It se e m s th at, today, such

standardization arise  from  w ith in global m anage m e nt consulting firm s ope rating in th e  fie ld.

Th us, w e  m igh t sugge st th at th e  initial locus for th e  routinization of m anage m e nt practice s lay

w ith in a fe w  ce ntral “inte rm e diary” consultancie s rath e r th an w ith in individual organizations.

O rganizational th e orists h ave  sugge ste d th at fash ion se tte rs -i.e . consulting firm s, m ay m ark e t

only th e  m ost te ch nically  e fficie nt adm inistrative  te ch nologie s favoring th e  re je ction of

ine fficie nt one s (A brah am son, 19 9 6). H ow e ve r, it is w orth  noticing th at such  argum e nt is

sh ape d by th e  innovation proce sse s w ith in m anage m e nt consulting firm s. In fact, th e y  se le ct

only th ose  practice s th e y  can m ark e t profitably, re gardle ss of h ow  te ch nically  e fficie nt th e

te ch nologie s w ould be  for organizations. In th e  oth e r h and, m anage rial practice s are  ofte n

use d “to bottled  old w ine  into ne w  bottle s” and, conse q ue ntly, th e y  are  pure ly m ark e ting

te rm s.  Th e  basic q ue st is h ow  th is ide a w ould be  supporte d on th e  basis of re pe ate d m ark e t

inte ractions and long lasting com m e rcial re lationsh ips.

Th e  m anage m e nt consulting industry is not fre e  from  th e  im pact of m anage m e nt fads and

fash ions; ne w  sm all consulting firm s and solos boom  and vanish  as th e  tools and m e th ods go

out of fash ion. A nd, th ough  large  and w e ll e stablish e d m anage m e nt consulting m igh t profit

from  m anage rial fash ions, th e y  base d th e ir supe rior advantage s in th e ir k now le dge  and
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inform ation basis. Th e  q ue stion is w h y  firm s de m and adm inistrative  m ode ls prom oted  and

provided  by  consultants?  If consulting firm s w e re  acting as fash ion se tte rs, th e ir pow e r w ill

re sts upon th e ir capacity to inspire  organizations to trust th e ir ch oice s of te ch nologie s and

practice , and trust is large ly a function of re putational and re lational capital.

Th e  com m on fe ature  b e tw e e n m anage m e nt consulting firm s and oth e r profe ssional se rvice

firm s such  as accounting, audit, adve rtising, e ngine e ring and arch ite cture  is th e  profe ssional

base  of th e  k now le dge  th e y  u se  and produce . Such  k now le dge  products are  h igh ly fle xible  as

de fine d by th e  se ve ral w ays in w h ich  th e y  can bundle  e xpe rtise  and inform ation as to provide

custom ize  solutions just by com bining h igh ly standard solutions or practice s. H ow e ve r,

pie ce m e al fash ion is at th e  basis of th e  profitable business of consulting w h ile  it also e ntails

h igh  le ve ls of risk  and failure  from  th e  point of vie w  of th e  e xpe cte d e ffe cts of any particular

consulting product.

Lastly, m anage m e nt consulting firm s, unlik e  oth e r profe ssional se rvice  firm s providing e xpe rt

k now le dge  to busine ss firm s such  as accounting and audit, are  ch aracte rize d by low  le ve ls of

e xte rnal control ove r th e  e ffe cts of th e ir actions and th e  cre dits for th e ir profe ssional

k now le dge  is ofte n base d on social pe rce ptions and colle ctive  im agine ry.

Th us, th e  m ost re le vant aspe cts to be  pointed  out from  our analysis are : (1) m anage m e nt

k now le dge  e m e rge  as a com bination of th e ore tical principle s, judge m e nt and e xpe rie ntial

k now le dge ; (2) th e  e xisting m e nu of solutions is not alw ays use ful and consulting firm s

b ecom e  involve  in a proce ss of k now le dge  cre ation by w ork ing at th e  inte rface  w ith  clie nts;

(3) applying e ve n standardize d solutions or tools re q uire s th e  conside ration of clie nts’

idiosyncrasie s; (4) pre stige  and status is a strate gic asse t for m anage m e nt consulting firm s,

spe cially for th ose  ope rating in th e  top le ve ls of strate gic m anage m e nt consulting.
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