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What's included in this report

Our reports offer a wealth of market sizing, growth, and forecast data alongside engaging, in-depth analysis
of the trends that matter. Using our highly flexible, multidimensional model we provide firms with robust,

trusted data to make informed decisions about strategic investments and plan for the future.
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Clients remain optimistic about Al, while the ever-

present threat of a global recession lurks

Clients’ investment priorities vary depending on the
size of the organisation

Growth in digital technology investment is expected
to continue
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What really
matters

Three things for firms to act on
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1 1 Al hype is alive and kicking among TMT clients, with nearly two
AI Ilype IS tul‘bOChal‘glng thirds (62%) of TMT clients foreseeing Al having a positive impact
teCll WOl‘k on their business in the next six months, higher than from any
' other aspect.

Al capabilities will evolve and improve through the introduction of
more data, and we can see clients focusing on the development
of their data & analytics capabilities to build the groundwork for
broader Al use. The better and more detailed the data, the more
meaningful the Al capabilities can become.
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Client
perspective
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More than two thirds of TMT
clients have been affected by
macroeconomic challenges

— The way in which clients are affected by these challenges varies by

sub-sector and seniority

— Tech clients have had their confidence affected the most, with
three-quarters (77%) experiencing some kind of drop in confidence.
However, while more clients have been affected, the impact is
dispersed. Media and telecoms clients are a bit more polarised, with
over a third of clients saying they have been unaffected, but nearly a
fifth (18%) saying they have been significantly affected. Overall, this
paints an uncertain picture for the TMT sector as a whole, as only the
energy & resources sector has been harder hit than TMT in terms of

confidence levels.

— There is also a significant disconnect between the leaders of TMT
businesses. CxOs and direct reports into CxOs have a more negative
outlook than heads of departments. While heads of departments’
remits have been less affected, CxOs and senior leaders—who are
likely looking for the next big expansion or investment project—will
be feeling less confident about pulling the trigger as global markets
remain uncertain. More than a fifth (21%) of CxOs and direct reports
indicated that their confidence was significantly affected, compared

to just 6% of the department heads surveyed.

O SOURCE

Figure 10

To what extent have the macroeconomic situation and political tensions impacted
your confidence when thinking about the future of your organisation?

By sub-sector

Telecoms

Media

High-tech

Average

By seniority

Head of
department

CxO/board-level
management

Direct report into
CxO/board-level
management

Average

@ Not reduced our confidence

45% 18%

48% 18%

65% 12%

53% 16%

52% @
53% 21%
53% 16%

Somewhat reduced @ Significantly reduced
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Implications
for firms
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Clients need consultants
more than last year, and
this is due to new and
unfamiliar issues rather
than high workload

— Clients are expected to need consultants’
help more than they did during the last twelve
months. Where 56% of TMT clients said
they would use consultants more last year,
this proportion increased to 66% in 2023.
Additionally, the portion of clients expecting to
use consultants less has remained small, albeit
increasing slight from 3% to 5%.

— The reason for this expected rise in consulting
services has also changed since last year.
Where last year, the primary reason for leaning
more heavily on consultants was the amount
of work and short deadlines, this year clients
need help dealing with new issues they have
not encountered before (23% of clients selected
this as a primary reason). That is not to say
that clients are not struggling with workloads; a
shortage of staff was the primary concern for the
second largest portion of clients (17% of clients
selected this as the primary reason), and this is
affecting media clients in particular.

— Unlike last year, consultants looking to capitalise
on the client demand for consulting support will

have to provide more than just capacity to clients.

Clients will be looking for consultants to help
them understand the new challenges they are
facing and ultimately provide a course of action.

Figure 19

How do you think that your organisation’s overall use of consultants will change in the next 12 months?

3%

o 29% 2023 @ use more
- survey Stay the same
. Use less

Figure 20
What are the two most important reasons why you expect your overall use of consultants will increase?
2022 survey
We need to get work - 22%
done more quickly

We have more work to do - 7%
We’re dealing with new issues of %

which we don’t have experience 10

Many members of staff are off work - 5%

S 5%

because of the COVID crisis
We don’t have the necessary . 18%
expertise in-house

2023 survey
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12% R s X
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15% We need to get work done more quickly

- 8% We're very short-staffed
- 11%  We need to make change happen quickly

' 14% We need to transform our organisation

We need to transform our technology

Almost all current consulting work is urgent . 15%

We were increasing our use of consultants o
9% We have more work to do

prior to the crisis anyway

Digitisation is now a major issue . 9% We don’t have the necessary expertise in-house

. We need help to cope with regulation
@ #1 reason
#2 reason ' We want to have better solutions

REPORT EXTRACT: non-exclusively licensed for internal use only

© Source Information Services Ltd 2023 | 28

O SOURCE



- Market Trends Programme | The Technology, Media & Telecoms Consulting Market in 2023

O SOURCE

Greg Cudahy, Global Technology, Media & Entertainment and Telecommunications
(TMT) Sector Leader, EY

“The US West experienced
a specific reduction in
SPACs and transactions
over the last 12 months.”

“East-West tensions have,
in some ways, increased
client demand. |...] It’s
not a business-as-usual
environment.”

“In my 11 years at Y,
[the Al] worldwide
push is the biggest and
fastest mobilisation
I've ever seen.”

How did the TMT market perform for you in 2022?

Relative to the market, our 2022 was strong. It was a
record year for Global TMT, with double-digit year-on-year
growth, with a lot more strength in Europe and APAC.

There was solid growth in the Americas, too, but the US
was the real laggard in a very specific area. Growth for

our very big transactions and strategy businesses was
heavily dependent on things like SPACs (special purpose
acquisition companies) in previous years, but this was

a soft point for us in 2022. In particular, the US West
experienced a specific reduction in SPACs and transactions
over the last 12 months or so.

This was mostly focused on the tech side of TMT. However,
we did experience 20-30% growth in IT work in the tech
sector. We’ve found that the slowdown some of our tech
clients are experiencing has made them a little more open
to consultants for some of these things.

We had very strong double-digit growth in telecoms—in
fact, we saw some of our highest growth ever in that sector.
In addition, we saw very strong performance in media and
entertainment, which weren’t as affected as tech.

Have global political tensions or general macroeconomic
uncertainty affected other parts of your business?

They have. In particular, East-West tensions have, in
some ways, increased client demand. Clients are trying to
figure out how to navigate these issues, especially around
supply chains and regulatory matters. It’s not a business-
as-usual environment.

Is your business model the same ratio of traditional
consulting to managed services as it was before?

We’ve been doing managed services for a long time, but it’s
changing up and accelerating. While the transactions work
I mentioned has been softer, we’ve seen almost explosive
growth in emerging tech, both in consulting and managed
services. We’re hiring a lot of people in that space.

Have you started using Al yourself? Are you helping
clients implement it?

Absolutely. We’ve broken down the application of Al into
three areas: transforming clients, transforming EY, and
transforming society. In my 11 years at EY, this worldwide
push is the biggest and fastest mobilisation I’ve ever seen.
On the client side, we’re focusing on things like full process
reengineering using Al and cross-industry disruption.

Looking ahead, what kind of services do you see as being
the biggest growth areas for you within TMT?

The expectation a year ago was that we’d be in a deep
recession by now, but that hasn’t happened yet. Working
with several external parties, we looked at where would
be the best place to go and make strategic “big bets” that
are effectively “no regrets”. As a result of this, we have a
tremendous focus on digital infrastructure and edge/cloud
optimisation. Also, companies are all focused on Al and
RPA, but not many are talking about data sufficiency to
run those engines. So, digital data fabric is a very hot topic
for us with clients right now. Finally, edge consulting is in
hyper-growth for us.
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About this
report
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Methodology—The MegaModel

MegaModel: Our global data model

The quantitative market data in this report comes from our unique model
of the global professional services market. Rather than making high-level
assumptions, this model has been built from the bottom up, sizing the
market capability by capability—assessing how much work a firm earns
delivering each professional capability within each sector and country.
This results in a robust view of the size of the supply-side market, which
can then be broken down to view the size of the market by country,
sector, line of business, capability, and market segment.

For the purposes of this report, we’ve focused on types of firm and
market segments that broadly equate to traditional definitions of
consulting. Alongside this market segmentation, we also limit our market
sizing and analysis to what we at Source call “big consulting”—work done
by mid and large-sized firms (those with more than 50 people). Please
note that we don’t track the long, thin tail of work done by contractors
and very small firms, as most readers of this report would not seek or be
able to compete in this part of the market.

All of the data in the model is calibrated through extensive interviews
with, and surveys of, professional services firms and their clients,
allowing us to discuss broader trends in the market alongside detailed
dimensions such as headcount. These interviews and surveys are
supplemented with desk research, which allows us to assess the impact
of wider macroeconomic trends on professional services. This, combined
with our detailed modelling, results in a long-term view of the market
that is able to support both historic and forecast data.

All figures given in this report are in US dollars. For reference, Source is
using the following exchange rates in its reports this year:

US dollar to British pound US$1 = £0.80

US dollar to euro US$1 = €0.94

The data in all charts has been rounded to the nearest whole number. This

may result in some totals that do not equal 100%.

Definitions of sectors and services

Our definition of management consulting includes a broad range of
business advisory services, but excludes:

tax advisory

audit

the implementation of IT systems

the delivery of outsourced/offshored services

HR compensation/benefits administration and technology
Where mergers & acquisitions work is concerned, consulting on deals
is included (under strategy), but corporate finance fees on deals

themselves are generally not included, although it is not always
straightforward to separate the two.

For more information about how we classify consulting services and
sectors, please see “Definitions of sectors and services”.
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Client perspective

We carry out a client survey to help us build a rich picture of how different trends
in the TMT sector are affecting clients’ organisations and their use of consulting.
Our survey focuses on trends in the TMT sector, providing detailed insights into the
nuances of the market. For this, we surveyed 100 senior clients of consulting firms
from across the TMT sector, all of whom work in organisations with 1,000 or more
employees. This survey focuses on the following areas:

— How they expect to use consultants during 2023 and the first half of 2024
— Factors that affect the way clients work with consulting firms

— The ways consulting firms market themselves to clients and the impact this has
on client decision making.

Insights from consultants

Throughout the year, Source analysts remain plugged in to the global consulting
market through our bespoke research and consulting projects, adding further
depth to our understanding of the consulting industry.

In-depth desk research

We also conducted a thorough PEST analysis in the TMT sector that drills down
into finer macroeconomic details on a holistic and sector-by-sector basis and
allows us to fit our research into a wider macroeconomic picture.

O SOURCE

Respondents by organisation size

@ 5.000+ employees
@ 1,000-4,999 employees

Respondents by function
3%

o
@ Finance

General management/CEO
@ Data & analytics
O HR

Strategy

Risk/compliance

5%
6%

7%

Operations

14% Sales & marketing
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Meet the expert

Tony Maroulis

Tony is an experienced principal consultant in our Market Trends team, working
on a range of regular and bespoke reports. Additionally, he’s worked on some of
our most complex custom research projects, including designing and analysing
surveys, and identifying growth opportunities for major consulting firms in
emerging markets.

Tony Maroulis
& tony.maroulis@sourceglobalresearch.com
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About us

We help professional services firms understand what really
maitters when facing decisions of vital importance.

The best decisions are based on evidence, objectivity, and a willingness to change. That’s why, at

Source, we tell you what you need to hear, rather than what you want to hear.

We draw upon our deep roots within the professional services sector to provide firms with a clear
picture of their clients’ worlds. Through comprehensive research and meticulous analysis, we pinpoint
what truly matters and deliver actionable insights that help firms map out the right way forward.

We believe in thriving individually and succeeding together. And we would love to help your firm crack
its latest conundrum.

Source Information Services Ltd

20 Little Britain | London | EC1A 7DH
UK +44 (0) 20 3743 3934

US +1 800 767 8058
info@sourceglobalresearch.com
www.sourceglobalresearch.com
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