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Pricing is  on e of  th e m os t complex issu e s in w hat is  alrea d y a highly complic ate d in dus tr y. 

N o surp rise th en ,  that it ’s  a  h uge b on e of  contention b et we en b u yer s an d sup plier s . 

W h en we pick s om ething of f  th e sh elf  of  a  sup ermarket ,  we kn ow w hat we’re paying an d 

w hat we’re paying for.  If  th e p rice is  to o high (as it  may in creasingly b e in th e se days of 

high inflation)  we may de cide to eith er n ot b u y th e item or to s witch to a ch eap er item 

f rom a dif ferent sh elf.  B ut consulting isn’t  l ike that .  Like go o ds in a sh op,  in dividual 

consultant s have th eir  p rice—alm os t all  f irms work on th e basis  of  salar y,  level  of 

utilisation ,  an d a gross margin exp e c te d f rom p roje c t work .  D e spite th e variet y of  pay m ent 

m o dels available—a p oint we’ll  b e coming ba ck to in this  rep or t—m os t p roje c t s are s till 

p rice d base d on th e cos t of  inp ut s .  B ut ,  unlike items in a sup ermarket ,  th e p ricing of 

consulting p roje c t s is  als o d y namic ;  re sp onsive n ot simply to th e comp osition of  th e team 

an d th e nature an d duration of  th e work involve d ,  b ut als o a client ’s  l ikely b u dget ,  th e 

ex tent to w hich th e work is  se en as a p re cur s or to larger p roje c t s ,  an d th e urgen c y an d 

risk of  th e p roje c t . 

M ore over,  p ricing in consulting dep en ds on opa qu en e ss:  H ow a f irm p rice s p e ople an d 

p roje c t s c an give it  an a dvantage in th e marketpla ce ,  s o s tan dard rate c ards are closely 

g uarde d comm ercial  se cret s .  T h e p rofe ssionalisation of  th e p ro curem ent f un c tion has 

re sulte d in many large organisations n egotiating consis tent terms with a small  n umb er 

of  key sup plier s ,  b ut th e fo cus is  m os tly on th e rate s for in dividuals ,  w hich do e sn’t  h elp 

w h en it  com e s to evaluating large p roje c t s an d c an even b e com e an obs ta cle to change . 

O nly 23 % of en d- client s wo uld say that consulting f irms are transparent w h en it  com e s to 

explaining th eir  p rice s .

I n t r o d u c t i o n

How do you rate consulting f irms in general when it comes to the clarit y with which they 

explain their prices? 

Figure 1
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P a r t  1 :  W h a t ’s  c h a n g e d  p o s t- c r i s i s , 

s o  f a r  a s  t h e  p r i c i n g  o f  c o n s u l t i n g 

s e r v i c e s  i s  c o n c e r n e d ?

Please note that all  the data in Par t s 1-5 of the rep or t come s from end-users of consulting ser vice s .  

We look at the procurement func tion separately,  in Par t 6 .

Consulting f irms can expec t to be busier than ever over the nex t few years.  Three-quar ters 

of those we sur veyed for this repor t expec t to draw on more consulting suppor t over the 

nex t three years than they currently do—a figure which tallies with what we’ve seen in our 

other recent research .

How do you anticipate your organisation’s use of consultant s will  change over the nex t 

three years? 

Figure 3

Significantly decrease
Somewhat decrease
Stay about the same
Somewhat increase
Significantly increase

20%

56%

2% 1%

21%

And that ’s because client s themselves are busy too. The overriding reason we’re hearing 

for this increased use of consultant s is that client s have more to do and lack the capacit y—

and of ten the skills—to get it  done themselves.  In research we carried out in the autumn 

of 2021 , 31% of client s said a higher volume of work was the number one reason for using 

more consulting suppor t;  23% said it  was because they ’re dealing with unfamiliar issues. 
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P a r t  2 :  W h a t  d e t e r m i n e s  t h e  p r i c e s 

e n d - c l i e n t s  a r e  w i l l i n g  t o  p a y  f o r 

c o n s u l t i n g  w o r k ?

We’ve developed a framework, based on past research , which looks at the professional 

ser vices buying c ycle from the client perspec tive. S een from this vantage point ,  the buying 

c ycle breaks down into three distinc t stages:

 D uring the prioritisation  stage, client s are working out which , of the many business 

issues they have, they ’re going to focus on . At this stage, the client does not yet 

know how to allocate their limited resources bet ween their organisation’s many 

competing needs. They are tr ying to establish which need to be addressed through 

dedicated projec t s and, which can be parcelled up and addressed through pre-existing 

programmes of work . Fif t y-five percent of possible projec t s never get beyond this 

stage: They ’re abandoned by client s in favour of other initiatives. 

 Once a client knows what their priorities are,  they move into a period of 

conceptualisation .  This is the point where the scope and broad parameters of the 

projec t begin to cr ystallise in a client ’s mind. Vague aims evolve into something more 

ac tionable.  Client s need to decide what ’s involved, and whether they have the capacit y 

and/or capabilit y to do the work themselves (4 0 % of all  possible projec t s are done in-

house).  Then , and only then , can projec t s move into the buying phase.

 For the 5% of projec t s where client s recognise that they need ex ternal suppor t ,  the 

third and f inal phase focuses on the choice  of which f irm to hire.  For projec t s that 

do make it all  the way through the c ycle,  the f inal price the client is willing to pay is a 

produc t of the thinking they have done at each stage of the c ycle. 

At each decision point ,  ideas that could have evolved into consulting engagement s will 

drop out of the process,  either because the client decided that they weren’t a high-enough 

priorit y,  or because they realised that they could deliver them using internal resources or by 

folding them into existing ac tivit y. 

We’ve used the data client s provided about a specif ic ,  recent projec t in order to paint a 

pic ture of what ac tually happens to prices during the buying process.

1

2

3
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P a r t  3 :  W h a t  i m p a c t  d o  d i f f e r e n t 

p a y m e n t  m o d e l s  h a v e  o n  t h e  p r i c e s 

c l i e n t s  a r e  p r e p a r e d  t o  p a y?

In the third par t of this repor t ,  we introduce another ingredient to the complex cock tail  of 

pricing: payment models . 

Although the way in which a client pays for a projec t cer tainly af fec t s the price,  it ’s not 

a wildly exciting variable.  Client s’  overall  willingness to use dif ferent payment models 

changes only ver y slowly, despite much discussion of experimentation within the industr y. 

Fif teen years ago, in some of our earliest research , we found that payment choices were 

split reasonably evenly bet ween three models:  traditional time and materials ( T&M), f ixed 

price,  and per formance- (or outcomes-) based. However, this headline division was also 

misleading: Although around a third of client s said they used an outcomes-based approach , 

only a tiny propor tion of the fees were ac tually at risk—less than 2% of all  consulting fees,  in 

our estimate. In other words, when client s and consulting f irms talk about outcomes-based 

payment , they usually mean f ixed price or T&M contrac t s that have a small  per formance-

based component .

E v e r y t h i n g  c h a n g e s ,  e v e r y t h i n g  s t a y s  t h e  s a m e

D uring the 20 0 8 financial crisis ,  crashing demand for consulting work in some areas 

resulted in a sudden and dramatic increase in true per formance-based pricing , with the 

majorit y of fees being tied to result s achieved.

The shif t ,  however,  was shor t-lived. The complexit y of calculating the per formance element , 

a more benign economic environment , and resentment at having to pay more for what they 

considered to be a standard ser vice, meant that client s were keen to rever t to f ixed price 

and T&M contrac t s,  even while consulting f irms continued to ex tol the vir tues of outcomes-

based pricing.

The result ,  prior to the pandemic ,  was a stand-of f,  with both sides saying they ’d be 

interested in pursuing per formance-related pricing in theor y, while simultaneously 

complaining about the prac tical dif f iculties in doing so.

When we asked client s in this sur vey how they ’d paid for the recent projec t s they ’d been 

involved in ,  the pic ture, at f irst glance, isn’t all  that dif ferent .  But there were some small , 

albeit impor tant ,  changes. The use of T&M payment terms was slightly higher,  growing at 

the expense of outcomes-based models .  The issue here is one of uncer taint y: The pandemic 

wasn’t a “traditional” crisis ,  so client s had no precedent s or data to base decisions on . 

Bringing in consultant s was a risk: Would they be able to do the work? Was the work being 

done the right work? Adding uncer taint y into the fee struc ture would only have made 

mat ters worse. The same message comes across in our inter views with client s: They ’ve 

become more conser vative and risk-averse where pricing is concerned as a consequence of 

the crisis . 
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P a r t  4 :  W h a t  d i f f e r e n c e  d o e s  a 

d i s c o u n t  m a k e?

Discounting is not a new or rare phenomenon in this—or any—industr y.  Af ter all ,  ever yone 

likes to feel they ’ve got a good deal,  and client s are just the same. O ur 2019 sur vey showed 

that ,  in 66% of cases,  client s had been of fered a discount by consulting f irms—testament to 

their nature as par t of a fairly widespread prac tice.  And it ’s only become more popular:  that 

f igure has jumped up to 8 0 % in our 2022 sur vey.

The increase in the prevalence of discounting is most likely a legac y of what happened 

during the crisis .  Client s became accustomed to receiving hef t y price reduc tions; and 

for consulting f irms grappling with the challenges of selling work remotely,  a discount 

was probably one of the easier ways to clinch a deal .  But ,  however prevalent a strateg y 

discounting may be, we need to ascer tain to what ex tent it ’s ac tually giving f irms an edge 

over their competition .

Did the f irm of fer you a discount on the total cost of this projec t? 

Figure 23

2019

2022 80% 20%

66% 34%

Yes
No
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P a r t  5 :  To  w h a t  e x t e n t  i s  t h e  g l o b a l 

s k i l l s  s h o r t a g e  i n f l u e n c i n g  c l i e n t s ’ 

a t t i t u d e s  t o  t h e  p r i c e  o f  c o n s u l t i n g 

s e r v i c e s?

In Par t 1 of this repor t ,  we identif ied the critical role played by exper tise in determining 

the price of consulting ser vices: Client s told us they ’d be happy to pay more to secure the 

specialist skills they need.

Add a well-documented global skills shor tage into the mix and it  seems as though it should 

be fairly clear what will  happen nex t .  We’d expec t the current shor tage of skills to boost the 

prices that client s are willing to pay for consulting suppor t—and yet ,  the realit y turns out to 

be much more complex .

C l i e n t s ’  v i e w s  o n  t h e  s k i l l s  s h o r t a g e  d e p e n d  o n  w h e r e 
t h e y  s i t  i n  t h e  o r g a n i s a t i o n 

At a super ficial  level ,  client s are reasonably sanguine when it comes to the impac t of “the 

great resignation” on both the overall  capacit y of their organisations to get things done, 

and the in-house availabilit y of specialist skills .  Twent y-one percent of client s say that their 

overall  capacit y has improved since 2019, and 3 4% of client s say that they have bet ter access 

to specialist skills .

But appearances can be deceptive. Despite the perception that the situation has improved, 

57% of organisations say they are either “somewhat lacking” or “signif icantly lacking” capacit y 

to get things done and 6 0 % say they are lacking specif ic specialist skills .  This sug gest s 

that ,  while the media picked up on the issues during the late stages of the pandemic ,  labour 

shor tages may have been an issue for organisations for much longer.  Ironically,  greater post-

crisis flexibilit y around where people work may have ac tually relieved some of the pressure.

To what ex tent does your own organisation lack the skills and/or capacit y it  needs? 

Figure 28

Overall  capacity

Specialist skills 40%

43%

46%

47%

14%

11%

Significant lacking
Somewhat lacking
Scarcely/not at all  lacking
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P a r t  6 :  H o w  d i f f e r e n t  i s  t h e 

p r o c u r e m e n t  f u n c t i o n  f r o m  t h e  r e s t 

o f  c l i e n t s ’  b u s i n e s s?

In addition to our sur vey of end-client s,  which we’ve referred to ex tensively in the preceding 

sec tions of this repor t ,  we gathered responses from 50 procurement managers specialising in 

consulting expenditure.

The stories the procurement specialist s told us about a recent projec t dif fered from those of 

the end-client s in several illuminating ways.

I t ’ s  m o s t l y  a b o u t  t h e  m o n e y

The dif ferences bet ween procurement managers and colleagues across their organisations 

begin at the ver y star t of the buying c ycle.  For the sample of projec t s we looked at , 

procurement managers were far more likely to have made their “f irst reasonable estimate” 

about a projec t ’s likely cost before speaking to any suppliers:  That was the case for 94% of 

them , compared to 74% of end-client s. 

When did you make your “f irst reasonable estimate” of the price of a projec t? Comparing procurement 

people’s responses with end-client s’  responses

Figure 33

When considering which
projects to commission,

but before deciding
to proceed with a 

specific project

After deciding to
proceed with the

project,  but before
receiving proposals

from consulting firms

After receiving
proposals from

consulting firms

After negotiations
with selected firm(s)

Procurement managers
End-clients60%

43%

34%
31%

6%
19%

0% 8%
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F u l l  m e t h o d o l o g y

S u r v e y  s a m p l e

All of our respondent s worked in private sec tor organisations with 1 ,0 0 0 or more 

employees; held a “head of depar tment ” position or more senior position; and had been 

direc tly involved in buying and managing consulting projec t s.  Ninet y-t wo percent had 

personally taken the decision to bring in consultant s,  and the remaining 8% had sat on 

projec t steering groups. 

We have included the breakdown of the sur vey sample below, split ting the numbers by 

those respondent s that work in procurement , and those that work in other func tional 

areas across the business.  We have 50 respondent s from procurement func tions and 101 

respondent s from other func tions.  Those working in other func tions are referred to as “end-

client s” throughout the repor t ,  and S ec tion 6 examines the views of those in procurement 

func tions alone. 

S ec tor

Headcount

Figure 37

Figure 3 8

11%
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Pharma & biotech
Manufacturing
Retail
Energy & resources
Services
Technology, media & telecoms
Financial services30%

16%

13%

9%

15%

4%
4%

10%
20%

20%

10%
18%

8%

10%

8%

6%

Other functions Procurement

1,000-4,999 employees
5,000+ employees

48%52%

86%

14%

Other functions Procurement
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Responsibilit y level

Func tional area

Figure 39

Figure 4 0

Head of department

Direct report into CXO/
Board-level management

CXO/Board-level management

35%

32%

34%

48%

12%

40%
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Other
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Strategy
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T h e  a n a t o m y  o f  c o n s u l t i n g  p r o j e c t s  i n  2 0 2 2

To help us understand not just how these respondent s think about the pricing of 

professional ser vices in general ,  but also how they put these thought s into prac tice in real 

cases,  we asked them a number of questions specif ically referring to the most recent mid-

sized or larger projec t which they had been involved in commissioning ($10 0,0 0 0 or more).

Where this repor t mentions a sample of consulting projec t s,  these are the ones that are 

being referred to.

Taken in ag gregate, however,  this data gives us a sense of the profile of large and mid-sized 

consulting work being commissioned today:

 – Projec t size—10 % of p roje c t s were wor th m ore than $5m , an d 29 % were wor th b et we en 

$1 .1m an d $5m . H owever,  th e b ulk of  th em were wor th b et we en $5 0 0 , 0 0 0 an d $1m . 

 – Incumbent advantage—96% of p roje c t s were awarde d to f irms with w hich th e client ha d 

alrea d y ha d an exis ting relationship,  a  grap hic i l lus tration of  w hy th e big ge s t f irms in 

consulting grow th e quicke s t .

 – Final-choice firm— 4 0 % of th e p roje c t s were won by eith er Accenture or D eloit te .

REPORT EXTRACT: non-exclusively licensed for internal use only



Content s

Pricing : Yo ur big ge s t barrier to change?

M e e t  o u r  e x p e r t s

Fiona  Czerniawska

A Co-Founder and Managing Direc tor of S ource, Fiona is one 

of the world's leading commentators on the management 

consulting industr y.  Since founding S ource in 20 0 8 , she has 

been bringing this exper tise to bear on our client s’  most 

pressing strategic projec t s and business issues.  Fiona has 

published a dozen books on consulting topic s,  including t wo for 

The Economist:  Business Consulting: A Guide to How it Works 

and How to Make it Work and Buying Professional S er vices. 

She has more than 20 years’  experience as a management 

consultant ,  working primarily in the areas of marketing and 

strateg y. She was previously in charge of strategic planning for 

E Y in the UK and has worked in the consulting prac tice of P w C . 

Fiona also has a PhD in 17th centur y French ar t and lives in 

hope that it  will  be of prac tical use in business someday.

A lice  M o ore

Alice is a Writer and Analyst . 

She works across the company to 

contribute to our Market Trends 

and Emerging Trends repor t s,  as 

well  as suppor ting bespoke projec t s 

and authoring other industr y-

focused content .  Prior to joining 

S ource, Alice worked as a freelance 

writer and editor.

Fiona Czerniawska

fionacz@sourceglobalresearch.com

Alice Moore

alice.moore@sourceglobalresearch.com

REPORT EXTRACT: non-exclusively licensed for internal use only



W e  a n a l y s e  a n d  e x a m i n e  h o w  c h a n g e 
d r i v e s  t h e  w a y  o r g a n i s a t i o n s  u s e 
p r o f e s s i o n a l  s e r v i c e s ,  a n d  t h e 
i m p l i c a t i o n s  t h a t  m i g h t  h a v e  f o r 
p r o f e s s i o n a l  s e r v i c e s  f i r m s . 

D e r i v e d  f r o m  d a t a ,  y e a r s  o f  ex p e r i e n c e ,  a n d  s o p h i s t i c a t e d 

p r o p r i e t a r y  r e s e a r c h ,  w e  u s e  o u r  t e a m’ s  ex t e n s i v e  k n o w l e d g e  o f  t h e 

i n d u s t r y  t o  p r o v i d e  a c t i o n a b l e  a n d  c l e a r  c o n c l u s i o n s  o n  t h e  b e s t 

c o u r s e  o f  a c t i o n  f o r  p r o f e s s i o n a l  s e r v i c e s  f i r m s  a r o u n d  t h e  w o r l d . 

O u r  i n s i g h t s  n o t  o n l y  p r o v i d e  i n t e r e s t i n g  r e a d i n g ,  b u t  t h e y  h a v e 

u n d e r p i n n e d  s o m e  o f  t h e  b i g g e s t  s t r a t e g i c  i n v e s t m e n t  d e c i s i o n s 

m a d e  b y  f i r m s  a r o u n d  t h e  w o r l d . 

S o ,  h o w  c a n  w e  h e l p  y o u ? 

A b o u t  u s



I n  a d d i t i o n  t o  o u r  r e p o r t s ,  w e  a l s o  p r o v i d e  c u s t o m  a d v i c e  a n d 

e v i d e n c e - b a s e d  c o n s u l t i n g  s e r v i c e s  t o  t h e  w o r l d ’ s  b i g g e s t  a n d 

m o s t  s u c c e s s f u l  p r o f e s s i o n a l  s e r v i c e s  f i r m s ,  h e l p i n g  t h e m  t o  b e t t e r 

u n d e r s t a n d  t h e i r  m a r k e t s  a n d  t h e  c h a l l e n g e s  a n d  o p p o r t u n i t i e s 

t h e y  f a c e .  U n d e r p i n n e d  b y  o r i g i n a l  r e s e a r c h ,  i n t e r v i e w s  w i t h  y o u r 

c l i e n t s ,  e x t e n s i v e  s u r v e y s  o f  b u y e r s  o f  p r o f e s s i o n a l  s e r v i c e s ,  a n d 

o u r  w e a l t h  o f  d a t a  a n d  e x p e r i e n c e ,  o u r  w o r k  i s  d e s i g n e d  t o  h e l p 

y o u  f u l l y  u n d e r s t a n d  t h e  m a r k e t s  i n  w h i c h  y o u r  f i r m  o p e r a t e ,  a n d 

w a n t  t o  o p e r a t e .   

A m o n g  o t h e r  t h i n g s ,  o u r  o f f e r i n g s  i n c l u d e :
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v i s i t  o u r  w e b s i t e  o r  g e t  i n  t o u c h . 
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