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Suppose you were a time-travelling management consultant who’d just flown in from 

the year 2010. Step out of your time machine, and there’s a lot you’d recognise; 

cer tainly,  you’d be familiar with most of the major players in the industr y.  But peek 

below the sur face, and you’d rapidly f ind the familiarit y running dr y. The way that f irms 

price their work, the way that they deliver projec t s,  the way that they communicate 

with their client s; all  of these have changed a great deal over the last ten years,  and are 

continuing to change as consultant s grapple with the question of what the f irm of the 

future will  look like.

Ever y year,  we publish four repor t s under the auspices of our “Emerging Trends” series. 

This research programme explores the big themes that are shaping consulting today—

drawing on ex tensive client sur veys as well  as inter views with many of the industr y ’s 

leading light s.  This repor t present s the key f indings from a year’s wor th of our 

Emerging Trends repor t s in summar y form . Additionally,  it  explores how the COVID -19 

crisis has shif ted consultant s’  thinking about these issues. 

In many cases,  these questions—how to update your pricing model to reflec t the new 

realities of the industr y,  how to make sure your client s fully appreciate the value you’re 

creating for them, and so on—have only been made more per tinent by the pandemic . 

Times of rapid,  far-reaching disruption have a way of focusing one’s mind on the topic s 

that really mat ter; f irms that previously may have felt they had plent y of runway when 

it came to reac ting to the latest trends in the industr y are now finding themselves 

thrust into “adapt or die” situations.  And the f irms that had already engaged head-on 

with some of these issues have found themselves much bet ter placed to weather the 

storm we are all  currently living through .
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S e c t i o n  1 :  

T h e  F u t u r e  o f  P r i c i n g

Consultant s have not always been early adopters of new pricing methodologies.  Today ’s 

f irms are, by and large, pricing up their projec t s using the same basic principles that 

they ’ve been deploying for decades. There may have been a marked shif t away from 

time and materials contrac t s in favour of f ixed price deals in recent years—but this 

is more a cosmetic change than any thing else.  The basic assumption that the price 

of a client engagement ought to be determined by some sor t of rate card calculation 

remains unchallenged.

However, that may be star ting to change. Even before the current pandemic ,  there 

seemed to be a growing willingness on the par t of both consultant s and their client s 

to countenance alternative pricing models.  In large par t ,  this was driven by an 

acknowledgement of the realities of today ’s industr y: The value that a f irm can create 

is now determined as much by the qualit y of it s intellec tual proper t y and asset base as 

it  is by the talent and brainpower of it s consultant s.  And in that world,  the billable hour 

star t s to seem like an increasingly antiquated concept .

Right now, this conversation may be more theoretical than any thing else,  but one can 

at least see the groundwork being laid for a transition to an era in which f irms regularly 

deploy a much greater variet y of pricing models.  And COVID -19 may ser ve to accelerate 

that transition . A s client s around the world are forced to slash their operating budget s, 

consultant s may be able to stand out from the crowd by embracing new approaches to 

pricing that redistribute projec t risk away from the client and onto the shoulders of the 

ser vice provider.

H ow  f inal  agre e d  p roje c t  p rice s  compare d  to  client s’  earlier  e s timate s

Figure 1.1
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One of the big challenges for consulting f irms is that there is of ten a stag gering 

disconnec t bet ween what the f irm thinks a given piece of work ought to cost and 

what the client expec t s to pay. Fig.  1 .1 shows the degree to which client s systemically 

underestimate the prices of consulting projec t s.  Overall ,  in a study of consulting 
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projec t s in the US , we found that 68% of them ended up costing more than the client 

initially expec ted, compared to only 3% that cost less. 

A major reason for that degree of underestimation is that client s generally make their 

estimations of price at a ver y early stage of the projec t buying c ycle—meaning that 

f irms are forced to tr y to match those estimations, rather than having the leeway to 

influence and calibrate client expec tations.

We can break up the buying c ycle for a t ypical projec t into three broad stages. 

First ,  there is a period of “prioritisation”,  in which client s weigh up many dif ferent 

competing needs within their business to decide which are wor thy of investment . 

Embr yonic projec t s that are deemed high enough priorit y are then moved into a 

“conceptualisation” period, in which client s star t to flesh out the objec tives of the 

projec t and decide whether it  can be delivered in-house or requires bringing in a 

consulting f irm . Only a relatively small  frac tion of projec t s ever make it to the third 

phase—the “buying” phase—in which the client then put s out an RFP or,  through some 

other mechanisms, star t s engaging potential suppliers.  And, as Fig.  1 . 2 shows, by this 

stage of the process,  the vast majorit y of client s already have a reasonably f irm idea in 

their head of what they ’re prepared to pay.

T h e  s tage  of  th e  b uying  c ycle  wh en  client s  rea ch  th eir  “f irs t 
reasonable  e s timate”  of  p roje c t  cos t s

Figure 1.2
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M e t h o d o l o g y

The data in this repor t comes from three primar y sources:

 – O ur global data model:  a bot tom-up model of the professional ser vices industr y that covers over 8 0 

countries and includes detailed data on almost 1 , 6 0 0 f irms, as well  as higher-level estimates for a 

fur ther 4 0 0,0 0 0 f irms.

 – O ur annual Client Perception Study, in which we ask thousands of client s around the world about their 

views on f irms that they have worked with or have considered working with .

 – Smaller “single-issue” sur veys conduc ted to explore client at titudes about the four topic s discussed 

here. These sur veys are conduc ted in the US , with a sample size of bet ween 10 0 and 150 buyers of 

consulting ser vices.

Unless other wise noted, data presented in this report refers specifically to the US market.

Additionally,  this repor t draws on f indings from over 8 0 inter views with senior leaders in the consulting 

sec tor.  Transcript s from a selec tion of these conversations have been made available to subscribers of our 

Emerging Trends programme through our online por tal ,  available here.

Fergus Blair

Fergus is the Pro ducer of our thought leadership 

at S ource. In this capacit y,  he oversees our 

Emerging Trends research programme, host s our 

for tnightly p o dcast ,  and creates content for our 

blog and social channels .  He has contributed to a 

number of leading management and professional 

ser vices publications ,  and regularly sp eaks at 

our own event s and those of our client s .

Prior to joining Source, Fergus was a management 

consultant at Capgemini Invent, where he helped 

develop customer loyalt y strategies for leading 

retailers and consumer produc ts companies. He 

holds a degree in philosophy from Gonville & 

Caius College, Cambridge. 

Fergus Blair

fergus . blair@ 
sourceglobalresearch .com

Ed ward  Haigh 

Ed is a Managing Direc tor of S ource, and he is par ticularly 

focused on HR , strategic marketing , and new pro duc t 

development . He is a key member of the S ource 

research team and sp ends much of his time inter viewing 

consultant s and their client s around the world in order to 

identif y and explore major market trends . 

Ed regularly speaks about the consulting market to 

leadership teams around the world, has lec tured at 

Columbia Universit y (New York), Imperial College (London), 

and Vrije Universiteit (Amsterdam), and he is regularly 

quoted by media including the Wall Street Journal, the 

Washing ton Post, the Financial Times, Bloomberg, and the 

trade press. Prior to joining Source in 20 0 8, Ed spent seven 

years in various marketing roles for Sony Europe.

Edward Haigh

edward . haigh @ 
sourceglobalresearch .com
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