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It can be quite tempting to say that this is an age-old problem, and that there's been a war for
talent in consulting practices for years. While it's true that this problem is one we're familiar
with, its scale—and the broader context—absolutely is not, which will mean our approach to
solving it will need to be different. To paraphrase Einstein, we cannot rely on an old map to
navigate a new world.

Amanda Gethin, EY

The talent market is very hot; it's getting increasingly difficult to recruit and hold on to people.
There are a lot of projects kicking off at the moment, and consulting firms across the board have
had to increase what they're willing to pay in order to hire fast enough to meet demand. There
are some service lines and some markets we operate in where average salaries have gone up by
as much as 30 to 40% this year.

Kumar Parakala, GHD Digital

More than perhaps any other issue, talent is the topic that has dominated the agendas

of the consulting industry’s leaders over the past six months. A year and a half ago,

when clients first started cancelling projects and dialling back their consulting spend in
response to the pandemic, firms started to panic that they wouldn’t be able to maintain
profitability with a large bench of underutilised resources-leading many of them to freeze
or substantially reduce the pace of their recruitment activities. But this year, they’'ve
found themselves in the exact opposite situation; client demand is surging, and firms
simply don’t have the resources to keep pace. Like so many other industries, consulting is

in the midst of an acute talent shortage.

Many, but not all, of the talent leads and HR directors we spoke to while researching this
report agreed that the present situation could accurately be described as a crisis; others
felt that the crisis was looming on the horizon, but had not quite made landfall yet. But
however they chose to frame it, they were unanimous about the fact that it had become
noticeably harder to attract and retain high-quality talent, and that access to talent

was starting to look like a major constraint on their firm’s ability to realise its long-term

growth ambitions.

In a survey we conducted at the midpoint of the year, 47% of consulting firms felt that
recruitment had become more of a problem for them over the past six months, compared
to only 2% who felt the opposite (Fig. 0.1). Even more firms claimed to be experiencing
issues holding onto talent (Fig. 0.2). Across the industry, stories abound of consultants at
every level of the resource pyramid getting poached by competitors or choosing to exit the
industry altogether. All the way down to the graduate level, firms have found it harder than

ever to attract and convert top tier candidates.
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Consulting’s New Talent Crisis

Methodology

The majority of the data in this report comes from a study of early-career consultants
conducted in July of 2021. For this study, we surveyed 200 people, all working for
consulting firms at the time the survey was conducted, and all of whom were under the age
of 30 and had less than five years total experience in the consulting industry. Figs. 0.6, 0.7,
and 0.8 provide further details about these respondents.

In the executive summary, we have additionally used data from a study conducted in June
2021 which surveyed 51 consultants and targeted more senior managers and leaders within
consulting firms.

Where necessary, we have also drawn on data from our global data model, a bottom-up
model of the professional services industry that we use to size the industry. This model
covers over 80 countries, and includes detailed data on almost 1,600 firms, as well as
higher-level estimates for a further 400,000. Additionally, we have at certain points
calibrated data against our annual Client Perception Study, in which we ask thousands of
clients around the world about their views on firms that they have worked with or have
considered working with.

To better understand the ways in which consulting firms are responding to the talent crisis,
we also conducted a series of interviews with HR directors, talent leads, and other relevant
experts within the consulting industry and other adjacent parts of the professional services
market. A full list of contributors is available at the back of this report.

A selection of these conversations have been made available to subscribers of our Emerging
Trends programme as an accompanying interview series. You can read transcripts of these
interviews—and access interactive data visualisations and other additional pieces of

content—by going to the Emerging Trends platform on the Source Global Research website.

If you do not have access to this platform, please contact your account manager.
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Figure 0.6

Breakdown of our sample of early-career consultants by years of consulting experience
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Figure 0.7

Breakdown of our sample of early-career consultants by firm type

Multi-service advisory firm (e.g. PwC)
Technology consulting firm (e.g. IBM)
Strategy firm (e.g. McKinsey)
Boutique or specialist firm

Other

Figure 0.8

Breakdown of our sample of early-career consultants by base location
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Section 1: How has the pandemic shaped
___the current talent crisis in consulting?

In this section...

— Attrition levels within consulting—which

were already on the rise prior to 2020—

have been further heightened by COVID.

A year and a half of living through a
pandemic has led many consultants
to re-evaluate their career priorities,
leading to greater movement within
the industry and to more consultants

looking for opportunities outside of it.

— The impact that the shift to remote
working has had on consultants’ work-
life balance ought to be of particular
concern to firms, and could lead to a
longer-term exodus of talent from the

industry if not addressed.

— The pandemic has also heightened the
need for firms to be able to access
specialist talent in high-growth areas
such as cybersecurity, data & analytics,
and cloud.

— COVID has helped to firmly cement
the technology sector as consulting’s
primary competitor for talent. Firms will
need to look for opportunities to more
effectively differentiate their employee
value propositions if they are to avoid

losing the war for talent against tech.

There's a lot of talk right now about this idea of 'the
great resignation'. Every industry seems to be struggling
with retention, and consulting is no exception. People
are feeling burnt-out by the pandemic; they've spent
eighteen months working in less than ideal conditions,
and now that the talent market has heated up, they want
to take advantage of that to inject some change into
their lives.

Alix Hahn, Prophet

My view is that COVID has worsened a problem that had
already existed in the consulting industry for some time.
Fundamentally, management consulting just isn't a very
appealing job for the incoming generation of workers.
That's something I've believed for a long time; and a

lot of our talent strategy at Teneo has revolved around
finding ways to address that problem. People simply
aren't willing to make the kind of work-life balance
bargain that this industry depends on anymore. You see
evidence of this in the fact that many firms were facing
material retention and acquisition challenges even three
or four years before the pandemic—and were having to
make heavy use of independent contractors as a result.
And now, even the firms that had a relatively good
employee value proposition before 2020 have seen that
value proposition get completely destroyed by COVID.

Tim Nixon, Teneo

The pandemic has, | think, forced a lot of people to re-
evaluate what they want from their careers. We're at a
point now where people value the idea of flexibility in
a way that we’ve never seen before—so | think there’s
a real opportunity for firms to set themselves apart by
embracing that need, and giving their employees more
say over the work they do and how they do it.

Andrea lvey Harris, Prophet
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Section 2: How can consulting
firms improve the employee value
proposition?

In this section...

— Shifting generational attitudes have

had a significant impact on what
makes for an effective employee

value proposition in the consulting
industry. Personal autonomy is now
highly valued; consultants are looking
for firms that will give them control
over their lives and careers at both the

macro and micro levels.

Today’s young consultants are less
willing than their predecessors to put
up with “the grind”. To be attractive
destinations for talent, firms will need
to demonstrate a willingness to take
issues of mental and physical wellbeing

seriously.

Creating a sustainable model of work-
life balance will require a collaborative
process between consulting firms and

their clients.

The disruption caused by the pandemic
means that this moment represents

a unique opportunity for firms

to reinvent their employee value
propositions in line with the needs of a

new generation of talent.

What makes a consulting firm an attractive destination
for talent? In my view, there are three key elements.

An attractive organisation is one that offers fulfilling
opportunities for its people; invests in the development of
its people; and has a culture rooted in values of inclusion,
wellbeing and purpose.

Payal Vasudeva, Deloitte

The need for a better work-life balance isn't a trend that's
unique to consulting. You see it in almost every industry—
even investment banking. The only place you don't see it,
interestingly enough, is the legal profession. But when even
Goldman Sachs bankers are demanding better working
conditions, you know that this trend isn't going away any
time soon.

Tim Nixon, Teneo

Consulting still offers a lot of opportunities for fast track
career development—the types of opportunities it's hard

to find in other industries, even tech companies. There's
something about the pathway to the partnership that is
very appealing for people who are looking to hit the ground
running and grow their career at an accelerated pace. It's
hard to find a career where you can do that, while also
having a positive impact on the world. Consulting is one of
the few places that offers both of those elements.

Larissa Lawrence, Tata Consultancy Services
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Section 3: What steps have firms
taken to expand the size of their
talent pools?

In this section...

— Consulting firms have started to When we're assessing candidates, a key priority of ours
diversify the range of universities and is finding people who can deal with change. The world
is changing fast; many of our clients are in the process
of attempting to transform their business, and our own
sector is transforming at the same time. That means it's
imperative that our consultants have agile mindsets and
made easier by the transition away know how to respond to new circumstances as they arise.
from on-campus careers events in Godelieve van Dooren, Mercer

university courses they recruit from—
both to address talent shortages, and

to increase diversity. This has been

favour of virtual recruiting events.

- At the same time, firms have sought to

play a more active role in shaping the The skills that consulting firms are looking for tend to
next generation of talent, investing in be in areas that are relatively new and evolving rapidly,
educational initiatives both within and so there isn't an endless supply in the labour market.

And then you have the added issue that competition for

outside of their organisations. ' - : : -
those skills has been widening, particularly in the digital

— Some firms have started to consider space. Because of the pandemic, companies across the
the way in which increased client board have had to accelerate the development of their
acceptance of remote working digital capabilities to support their new ways of working

and new ways of operating. Everyone has had to develop
a level of digital and data fluency across their whole
workforce, and that's made it even more challenging to
compete for talent.

Amanda Gethin, EY

could allow them to globalise their
resourcing models at the bottom end
of the pyramid, effectively increasing

the size of their total talent pools.

— There is a lot of momentum within the

industry around issues of accessibility,

as firms look to bring in people who We're definitely thinking a lot about how to expand
would previously have felt excluded the pool of talent we recruit from. We've always been
from a career in consulting. open in terms of the range of universities we target; but

even so, we're still looking at ways that we can broaden
our horizons—while maintaining our commitment to
academic excellence. To a large extent, that's been
driven by our commitment to improving the level of
diversity within our firm.

Per Breuer, Roland Berger
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As an industry, | think that we need to continue to be bold and innovative in our talent
practices. This is, after all, a people-centric business; so it is imperative that firms like ours
are constantly thinking about creative new ways to attract and nurture our talent. And of
course, we have to continue to learn and evolve our post-pandemic ways of working so we
don't inadvertently create a two-tiered experience that separates office workers from remote
workers, or fee-earners from enabling functions. We need to ensure there's a seamless
connection between colleagues wherever they are based and whichever team they work in, in
order to best serve our clients.

Payal Vasudeva, Deloitte

I think the pandemic has created some huge opportunities for consulting firms, because
it's made people realise how quickly and how radically industry norms can change. If I'd
told someone in 2019 that we'd have to implement fully remote working across all of our
projects over just a few weeks, they would have called me crazy. So now, that's created
more confidence among industry leaders that it's possible to deliver equally dramatic
transformation to other elements of the people story as well.

Anonymous

Throughout this report, we have explored the nature of the talent crisis currently facing the
consulting sector—and we have documented the various initiatives firms have undertaken
in response to this crisis. The question remains, however, of what a true "solution" to the

talent crisis—if such a thing were even possible—would look like.

To be clear, there are plenty of steps that firms can take at the individual level in order to
successfully insulate themselves from the worst elements of the crisis. On the attraction
side, for example, firms can expand the range of talent pools they recruit from, create new
on-ramps into their businesses in the form of digital bootcamps or apprenticeship schemes,
and change the messages of their recruitment collateral to highlight aspects of the industry
that are more in line with the priorities of a new generation of talent. And to address
retention issues, firms can promote a more sustainable work-life balance among their more
junior resources through the use of respect and inclusion charters and by fostering a culture

of healthy communication—while also giving consultants at least the feeling, if not the

reality, of more autonomy and control over their careers and the projects they get staffed to.

But even in the aggregate, it seems unlikely that these sorts of steps will amount to
something that could be considered a genuine solution to the wider industry's talent crisis.
Partly, that’s because these are steps that almost every firm can take—and, indeed, our
research suggests that it’s hard to find a firm that isn’t already taking action on these
fronts. And when every firm is investing in the same places and taking the same set of
actions, it’s hard to see how any of them are going to successfully convert those actions into

a sustainable, long-term competitive advantage in the war for talent.
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list of the individuals who have contributed (excluding those consultants and clients who wished to

remain anonymous).

Name

Per Breuer

Philippe Clapin
Nhlamu Dlomu
Godelieve van Dooren
Amanda Gethin

Scott Grant

Alix Hahn

Andrea lvey Harris
Samantha Laurie

Larissa Lawrence

Frederic Munch
Tim Nixon

Kumar Parakala
Scott Redfearn
Martin Scholich

Chris Seidler

Payal Vasudeva

Job title
Partner, Global Head of HR

Deputy Director

Global Head of People

CEO South East Asia Growth Markets
Global Talent Leader

Global Talent Acquisition Leader
Partner, Recruiting

Partner

Chief People Officer

Head of College Programmes, TCS Consulting

& Services Integration
Division Director
Head of UK Consulting

President

Executive Vice President - People and Culture

Global Transformation and People Leader

Managing Partner for Business Enablement,

TCS Consulting & Services Integration

People & Purpose Partner UK

Organisation

Roland Berger
Sopra Steria Next
KPMG

Mercer

EY

Crowe

Prophet

Prophet

Control Risks

Tata Consultancy Services

Sopra Steria Next
Teneo

GHD Digital
Protiviti

PwC

Tata Consultancy Services

Deloitte

© Source Information SRERSGRTE2MRACT: non-exclusively licensed for internal use only

84



Fiona Czerniawska

A co-Founder and Managing Director of Source,
Fionais one of the world's leading commentators
on the management consulting industry. Since
founding Source in 2008, she has been bringing
this expertise to bear on our clients’ most
pressing strategic projects and business issues.
Fiona has published a dozen books on consulting
topics, including two for The Economist: Business
Consulting: A Guide to How it Works and How to
Make it Work and Buying Professional Services.

She has more than 20 years’ experience as a
management consultant, working primarily in

the areas of marketing and strategy. She was
previously in charge of strategic planning for EY in
the UK and has worked in the consulting practice
of PwC. Fiona also has a PhD in 17th century
French art and lives in hope that it will be of
practical use in business someday.

Fiona Czerniawska

& fionacz@sourceglobalresearch.com

Fergus Blair

Fergus is the Producer of our thought
leadership at Source. In this capacity, he
oversees our Emerging Trends research
programme, hosts our fortnightly podcast,
and creates content for our blog and social
channels. He has contributed to a number
of leading management and professional
services publications, and regularly speaks
at our own events and those of our clients.

Prior to joining Source, Fergus was a
management consultant at Capgemini
Invent, where he helped develop customer
loyalty strategies for leading retailers and
consumer products companies. He holds a
degree in philosophy from Gonville & Caius
College, Cambridge.

Fergus Blair

& fergus.blair@sourceglobalresearch.com
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B About us

Source analyses the way in which economic,
business, behavioural, and technology
change drives how organisations use
professional services, and the implications
that has for professional services firms.

Since its inception in 2007, Source has invested in sophisticated,
proprietary research techniques that not only provide unique insights
on current and future trends in the market, but also provide a better and

faster solution than you would be able to reach yourself.

Our analysis and recommendations are derived from data and experience,
and we use our team’s extensive knowledge of the industry to provide
actionable and clear conclusions on the best course of action for you and
your firm. Our insights have underpinned some of the biggest strategic

investment decisions made by professional services firms around the world.

Source Information Services Ltd

20 Little Britain | London | EC1A 7DH
UK +44 (0)20 3478 1207

US +1 800 767 8058
info@sourceglobalresearch.com

www.sourceglobalresearch.com
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B Our custom work

In addition to our report programmes,

we also provide custom advice and
research-led consulting services to the
world’s biggest and most successful
professional services firms, helping them
identify the best areas for investment and
plan their strategic responses.

Among other things, our work includes:

- Deep market and competitor analysis
- Acquisition strategy

- Proposition strategy and development
- Brand and client sentiment analysis

- Thought leadership and content strategy, development, and review

For more information about any of these, please visit our website or

get in touch.
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