
eConsulting

U.S. and Worldwide
Consulting Services Market

Forecast and Analysis,
2001–2005

Analyst: Anna Danilenko

Filing Information

September 2001 IDC #24702
Volume: 1 Tab: Markets

Check us out on the World Wide Web!
http://www.idc.com

Quoting IDC Information and Data: Internal Documents and Presentations—Quoting individual sentences and paragraphs for use in your company’s internal communications
does not require permission from IDC. The use of large portions or the reproduction of any IDC document in its entirety does require prior written approval and may involve
some financial consideration. External Publication—Any IDC information that is to be used in advertising, press releases, or promotional materials requires prior written
approval from the appropriate IDC Vice President or Country Manager. A draft of the proposed document should accompany any such request. IDC reserves the right to deny
approval of external usage for any reason.

Copyright 2001 IDC. Reproduction is forbidden unless authorized.
For additional copies please contact Cheryl Toffel, 508-935-4389.

Printed on recycled materials. 0



A IDC

Table of Contents

Page

Executive Summary................................................................................................................................... 1
Worldwide Market Growth .................................................................................................................. 1
Analysis of Market Drivers and Inhibitors .......................................................................................... 4
Market Size and Trends by Industry and Type of Consulting............................................................. 4

Methodology, Definitions, and Forecast Assumptions.............................................................................. 7
Methodology ........................................................................................................................................ 7
Definitions ........................................................................................................................................... 8
Forecast Assumptions ....................................................................................................................... 10

Worldwide Consulting Services Markets and Trends.............................................................................. 13
Market Size and Forecast .................................................................................................................. 13
Worldwide Total IT Consulting Services Spending by Industry....................................................... 17
Worldwide Top 10 Consulting Firms ................................................................................................ 18

Markets and Trends by Region................................................................................................................. 21
Western Europe ................................................................................................................................. 21
Japan .................................................................................................................................................. 24
Asia/Pacific......................................................................................................................................... 26
Latin America .................................................................................................................................... 27
The Rest of the World........................................................................................................................ 33

The U.S. Consulting Services Market ...................................................................................................... 37
Overview ............................................................................................................................................ 37
The U.S. Competitive Landscape....................................................................................................... 38
The U.S. Business Consulting Market............................................................................................... 41
The U.S. IT Consulting Market ......................................................................................................... 45

Conclusion and Recommendations......................................................................................................... 49

Appendix A: IDC Global Consulting Services Industry Definitions........................................................ 51
Business Strategy .............................................................................................................................. 51
Process Improvement........................................................................................................................ 51
Business Process Reengineering....................................................................................................... 51
Operations Assessment...................................................................................................................... 51
Benchmarking ................................................................................................................................... 52
Needs Assessment.............................................................................................................................. 52
IT Strategy Services........................................................................................................................... 52
Capacity Planning.............................................................................................................................. 52
Change Management......................................................................................................................... 53
Maintenance Planning....................................................................................................................... 53
IT Design Services ............................................................................................................................. 53
Supplier Analysis Consulting Services.............................................................................................. 53

Appendix B: Regional Categories............................................................................................................. 55

Appendix C: Vertical Market Definitions ................................................................................................. 57



A IDC

List of Tables

Table Page

1 U.S. and Worldwide and Consulting Services Revenue, 2000 and 2005 ..................................... 2

2 Worldwide Consulting Services Revenue by Region, 2000–2005 ............................................... 3

3 Worldwide Business Consulting Services Revenue by Region, 2000–2005.............................. 14

4 Worldwide IT Consulting Services Revenue by Region, 2000–2005......................................... 15

5 Worldwide Discrete IT Consulting Services Revenue by Region, 2000–2005 .......................... 16

6 Worldwide IT Consulting Services Revenue by Industry, 2000–2005....................................... 17

7 Worldwide Top 10 Firms by Business Consulting Revenue, 2000............................................. 18

8 Worldwide Top 10 Firms by Discrete IT Consulting Revenue, 2000 ......................................... 18

9 U.S. Consulting Services Revenue by Consulting Type, 2000 and 2005 ................................... 37

10 U.S. Business Consulting Revenue by Service Segment, 2000–2005 ....................................... 42

11 U.S. Top 10 Firms by Business Consulting Revenue, 2000........................................................ 43

12 U.S. Business Consulting Market Trends ................................................................................... 43

13 U.S. IT Consulting Services Revenue by Industry, 2000–2005 ................................................. 45

14 U.S. Top 10 Firms by Discrete IT Consulting Revenue, 2000.................................................... 46

15 U.S. IT Consulting Market Trends .............................................................................................. 46

16 Recommendations for the Consulting Services Players ............................................................ 49

B1 IDC’s Regional Category Definitions .......................................................................................... 55

C1 IDC’s Vertical Market Definitions ............................................................................................... 57



A IDC

List of Figures

Figure Page

1 Worldwide Consulting Services Revenue by Region, 2000 and 2005.......................................... 3

2 Demand-Side Services Spending Methodology Overview............................................................ 9

3 U.S. Consulting Services Competitive Landscape...................................................................... 38



A IDC

Abstract

U.S. and Worldwide Consulting Services Market
Forecast and Analysis, 2001–2005

This document, which focuses on business and IT consulting,
provides a comprehensive overview and analysis of the worldwide
and U.S. consulting services market. It examines spending by region
and industry verticals and includes market sizing and forecasts for
1999–2005. The document analyses major market trends, drivers,
and inhibitors of the following regional markets:

• United States

• Canada

• Western Europe

• Latin America

• Japan

• Asia/Pacific

• Rest of the world (ROW)

This document offers an in-depth look at the consulting services
market, analyzing the market trends as well as drivers and
inhibitors. It provides ranking of the top 10 worldwide and U.S.
business and IT consulting services providers. It also identifies
opportunities and offers recommendations to assist the reader in
identifying key success factors and winning market strategies.

This report provides an overview of the global consulting
services market, analyzes major trends and developments, provides
an update on the competitive landscape, and highlights the
opportunities that the new era of ebusiness can offer for consulting
services players.
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Executive Summary

The worldwide consulting market is undergoing tremendous
changes. The changes are taking place on the demand and supply
sides. On the demand side, the changes are caused in part by the end
of the first wave of the “e” rush. This has resulted in end users’
taking a more cautious approach to initiating ebusiness projects.
This will drive new spending patterns as well as dramatic changes in
the nature of consulting engagements.

On the supply side, there are significant changes in the competitive
landscape, caused by a meltdown of ebusiness services boutiques,
the reshaping of the Big 5 segment, and the aggressive entrance of
hardware and software manufacturers to the consulting space.

Another factor that has an impact on the consulting market is the
state of the economy. IDC’s opinion is that the U.S. economy’s
slowdown will not significantly affect overall spending on business
and IT consulting services on the global scale during 2000–2005.
However, the market will take a slight short-term hit in 2000 and
2001 and will experience redistribution of spending on different
subsegments of consulting services and different services lines.

Following are the major changes that the supply and demand sides
of the consulting market experienced in the past 10–12 months:

• Significant changes in the nature of consulting engagements
were expressed in such trends as lengthening sales cycles,
decreasing the velocity of projects, increasing the length of
projects, lengthening decision-making processes, and moving
the decision-making process higher up in an organization.

• For end users, measurable ROI validation became one of the
most important factors when they made decisions regarding
ebusiness spending.

• There were significant changes in the competitive landscape.

Worldwide Market Growth

The year 2000 presented uncertainty to the U.S. economy and to
consulting in particular. It’s been widely debated whether the U.S.
economy’s slowdown will affect spending on consulting services.
IDC’s opinion is that it will not affect spending on business
consulting, it will insignificantly affect spending on total IT
consulting in 2000 and 2001, and it will affect spending on discrete
IT consulting.

Table 1 summarizes the worldwide and U.S. total consulting markets
through 2005. As Table 1 shows, the worldwide consulting services
market will increase at a five-year compound annual growth rate
(CAGR) of 15.2%, reaching $138 billion in 2005. In the United
States, which represents the largest portion of the total consulting
market, the growth rate is expected to be 14.8% and spending
volume will reach $70.8 billion in 2005.
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Table 1

U.S. and Worldwide Consulting Services Revenue,
2000 and 2005 ($M)

2000 2005
2000–2005
CAGR (%)

United States 35,583 70,839 14.8

Worldwide 68,065 138,091 15.2

Key Assumptions:
• The decision of corporations to either outsource or insource projects will

not change dramatically in the coming years.
• The economic situations in Latin America, Japan, and Asia/Pacific will

remain stable in 2001 and thereafter.
• The slowdown of the U.S. economy will not dramatically affect overall

worldwide consulting spending during 2000–2005.
Messages in the Data:
• The world’s consulting services will represent a $138 billion market by 2005.
• Total worldwide consulting services are forecast to increase at a CAGR of

15.2% between 2000 and 2005.
• The U.S. consulting services market represents more than half the world’s

market.
• The U.S. consulting services market will reach over $70.8 billion in 2005,

increasing at a five-year CAGR of 14.8%.
Source: IDC, 2001

The United States is still the world’s largest market for consulting
services, contributing 52.2% to the worldwide total consulting volume
in 2000. However, the United States’ contribution to the total volume is
expected to decline slightly to 51.2% in 2005 as the consulting services
market grows at a fast pace in other regions (see Table 2).

Western Europe is the second largest consulting services market. Its
share of the world’s market was 30.8%. The region has not been
affected by the U.S. economy’s slowdown, and its growth for 2000–
2005 is projected to be 14.1%, which is slightly behind the growth of
the U.S. consulting market (see Figure 1).

Japan is the third largest consulting market in the world. However,
this is a market that will experience the lowest growth rate, with a
growth rate of 7.5%. By the end of 2001, Canada is expected to
surpass Japan. In 2000, Canada represented 5.2% of the total
consulting market. In 2005, it is expected to grow to 5.4%.

Latin America’s consulting business is one of the fastest growing. Its
2000–2005 CAGR is projected to be 24.3%. This market is also
characterized by high volatility.

Asia/Pacific is the fastest growing consulting market. Its 27.7%
growth rate is not expected be surpassed by any other region for the
next five years. By the end of 2004, Asia/Pacific is expected to surpass
Latin America in total market size. ROW is the second fastest
growing market, with a 2000–2005 CAGR of 26.4%. However, this is
a highly heterogeneous segment, and growth rates in different
regions of this market will vary significantly.
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Table 2

Worldwide Consulting Services Revenue by Region, 2000–2005 ($M)

2000 2001 2002 2003 2004 2005
2000–2005
CAGR (%)

United States 35,583 40,263 45,964 52,937 60,971 70,839 14.8

Western Europe 20,965 23,691 26,795 30,486 34,965 40,613 14.1

Japan 3,705 3,912 4,170 4,473 4,876 5,316 7.5

Latin America 1,273 1,481 1,777 2,216 2,844 3,783 24.3

Asia/Pacific 1,132 1,360 1,680 2,137 2,847 3,884 28.0

Canada 3,541 4,024 4,641 5,414 6,370 7,516 16.2

ROW 1,866 2,264 2,787 3,523 4,587 6,140 26.9

Total 68,065 76,996 87,815 101,186 117,460 138,091 15.2

Key Assumptions:
• Actual exchange rates, as published by the U.S. Federal Reserve Board, are used for historical data. Average

quarterly 2000 exchange rates are used for spending forecasts.
• The economic situations in Latin America, Japan, and Asia/Pacific will remain stable in 2001 and thereafter.
• The decision of corporations to either outsource or insource projects will not change dramatically in the coming years.
Messages in the Data:
• The worldwide total consulting market is projected to increase at a CAGR of 15.2% from 2000 to 2005.
• The United States continues to be the biggest consulting services market.
• The fastest-growing regions are the emerging markets, in particular, ROW, Latin America, and Asia/Pacific.
• The U.S. market will continue to grow faster than that of Western Europe, but the gap is slowly closing.
• Canada will become the third largest consulting market in 2001, surpassing Japan.
Source: IDC, 2001

Figure 1

Worldwide Consulting Services Revenue by Region, 2000 and 2005

Source: IDC, 2001
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Analysis of Market Drivers and Inhibitors

Market Drivers

The consulting services market will grow and evolve because of
various market forces that keep generating demand and initiating
new developments on the market. Although the impact of each
driver is different across the regions, the set of drivers is relatively
common worldwide. Positive market drivers in the consulting
market include:

• Mergers and acquisitions

• Deregulation and privatization

• Restructuring

• Adoption of new technologies

• Globalization

• Market liberalization

• Economic prosperity

• Favorable conditions of capital markets

Market Inhibitors

Market dynamics that have adverse effects on consulting services
spending vary from region to region. Among market inhibitors for
the global consulting market are a global economic slowdown and
recession, political instability, and legislative constraints.

Market Size and Trends by Industry and Type of Consulting

Industry Sector Opportunities

On a global scale, financial services, banking, manufacturing, and
communications represent the largest markets for consulting
services. The sectors that are growing at the highest pace are
financial services, banking, communications, retail, and business
and engineering services.

Regional Opportunities

Although the United States remains “the land of opportunity” with
the largest market, solid growth, and a wide variety of possibilities,
other regions’ growth opportunities and rapid evolvement seem very
promising. Some economies of Latin America (such as Mexico and
Brazil) and Asia/Pacific (such as South Korea, Hong Kong, and
Thailand) will experience stellar growth of the consulting
opportunities.

Services Segment Opportunities

Business and IT strategy are expected to be the fastest growing
services segments. In light of merger acquisition activities and
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consolidation on the global market, change management and
consulting services around mergers and acquisitions are expected to
grow at a high pace.

Considering changes in the client mindset and a shift toward ROI
validation and cost saving, process improvement and business
process reengineering will be the segments with high growth
opportunities.

Key Competitive Success Factors

IDC identifies a number of competitive factors that are likely to
contribute to the growth and success of the consulting services
industry. Consulting services players are advised to address the
following factors:

• Focus on total solutions and integration of services

• Enhancement of depth and breadth of services provided

• Multiple pricing strategies

• Relationship building on the end-user side

• Synergistic partnerships and cooperation
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Methodology, Definitions,
and Forecast Assumptions

Every year, IDC devotes considerable time and effort to measuring,
analyzing, and forecasting the size and shape of the IT marketplace.
Part of this endeavor includes researching and analyzing the
consulting services market. IDC’s focus is on the following two
major consulting categories:

• IT consulting, representing discrete IT consulting (or IS
consulting) and total IT consulting

• Business consulting

Methodology

Data Collection

This document is the product of qualitative and quantitative
information collected from a wide variety of primary and secondary
sources.

Primary sources used for sizing the current and future market are:

• Surveys of and interviews with major consulting services
vendors

• User surveys of consulting spending (e.g., current usage,
purchase plans, issues, and concerns)

• Interviews with the suppliers and partners of consulting services
firms

Secondary sources used for sizing the current and future market are:

• Published news articles and press releases

• Public financial records (e.g., quarterly announcements and
annual reports)

• Dun & Bradstreet data

• Thomson Securities data

• Government census data

• IDC reports and bulletins

• Historical market data

Worldwide

IDC sizes geographic segments through analysis of data collected
directly within each major region and 35 countries by local IDC
analysts. Each region has dedicated services analysts whose
understanding of the services market in these regions is
comprehensive.
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The author consolidates the data from these analysts around the
world, interviews them for further clarification, reviews other local
and regional research by IDC, and studies published news articles
about the various countries. This information provides the basis for
IDC’s analysis of the worldwide market and trends.

To ensure consistency among all IDC research, the various countries
have been classified by region. This classification is in Appendix B.

Forecast sizing from 2000 to 2004 is based on the 1999 exchange
rate. In the forecasts, no attempt has been made to predict exchange
rate directions.

United States

Demand-Side Spending Model

The sizing and forecasting of the U.S. market and trends are based
primarily on the IDC Services Spending Model. This demand-side
model is developed from numerous U.S. company surveys that detail
patterns for internal and external services spending. Spending is
captured for IS department and business unit services. This spending
data is organized by five activities — consulting, implementation,
support and maintenance, operations, and training — and grouped
into 11 discrete IT services categories (of which consulting is one), 15
major services-intensive vertical industries (according to SIC code),
and three company sizes. Other IDC offices also use a version of this
model. Figure 2 shows a conceptual map of the IDC spending model.

Forecasts are made based on user projections, vendor growth rates,
and research on the current status of any given industry sector. The
secondary research of economic forecasts (e.g., industry trends and
IT spending patterns) is leveraged to present the most accurate
picture possible.

Supply-Side Research

In addition, IDC surveys services vendors on an ongoing basis to
obtain information about their services offerings, strategic
directions, revenue, and financial announcements. This data helps
IDC not only identify key trends in the marketplace but also rank the
top consulting firms. This supply-side analysis is then matched
against the demand-side analysis of spending on external services.
Adjustments are made as needed.

Definitions

This document has a comprehensive examination of consulting
services. Consulting is offered through several types of contractual
agreements. For example, it can be delivered as a discrete project or
as part of a large services contract, such as systems integration or
outsourcing. Therefore, besides examining business and IT consulting
separately, IDC looks at discrete IT consulting as a unique category
in addition to total consulting. Following are definitions of the
various consulting categories.
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IT Consulting

The IT consulting category includes IS strategy, IT and network
planning, architectural assessments, IS operational analysis,
technical system and network design, supplier assessment, and
maintenance planning. Examples of IT consulting include evaluating
an IS organization’s help-desk operation or determining the best
technology to meet a company’s order-fulfillment process. IT

Figure 2
Demand-Side Services Spending Methodology Overview

Source: IDC, 2001
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consulting also can include product-specific consulting, such as
ways to incorporate a new software product into an existing suite of
applications or ways to assess the performance of a network and
fine-tune specific access devices.

IT consulting covers the complete spectrum of technologies, from
mainframe, midrange, and small-scale multiuser systems to servers,
workstations, personal computers, portables, networking
equipment, operating systems, databases, packaged software
applications, custom software, development tools, printers, and the
Internet.

Within IT consulting, IDC makes the following two distinctions:

• Discrete IT consulting (or IS consulting): In this case, the
focus is on consulting provided as a unique standalone service
outside any other type of engagement. In other words, it is not
part of a systems integration or software application and
installation project.

• Total IT consulting: Total IT consulting represents a
combination of discrete IT consulting and consulting on IT that
is embedded in other types of services. Frequently, IT consulting
(particularly IT design) is provided in large systems or network
integration engagements or in conjunction with an application
development and maintenance project. Extracting the IT
consulting activity from these various IT services and adding it
to discrete IT consulting reveals the size of the total IT
consulting market.

Business Consulting

The business consulting category includes consulting related to any
business issue. Business consulting encompasses services such as
strategy, process improvement, change management, capacity
planning, best practices, business process reengineering (BPR),
needs assessment, and operations assessment. It excludes tax, audit,
benefits, and engineering consulting.

Forecast Assumptions

Numerous assumptions are built into the consulting market
forecast. Following are assumptions that IDC believes will
significantly affect the worldwide consulting services market
forecast.

Macrolevel Assumptions

• Exchange rates will remain relatively constant throughout the
forecast period, and there will not be a dramatic decline in the
world economy.

• The U.S. IT industry will experience an overall softening of
demand in 2001 and will recuperate by the end of 2002.
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• The decision of U.S. corporations either to outsource or insource
projects will not change dramatically in the coming years.

• No drastic shifts will occur over the next five years in terms of
consumer purchasing behavior.

Consulting-Specific Assumptions

• In the five-year time frame (2001–2005), the U.S. economy’s
slowdown will not affect U.S. spending on business consulting
services.

• Consulting projects will increase in complexity and scope.

• IT consulting services projects increasingly are being bundled
with other IT services. There will be a decline in spending on
discrete IT consulting (IS consulting) worldwide.

• The business consulting market will remain smaller than the
total IT consulting market in all regions but will increase its
share over time.

• The U.S. economy’s slowdown will slightly affect consulting
spending in all regions of the globe, but worldwide consulting
spending will start to recuperate by mid-2002.

• In 2001 and 2002, the U.S. economy’s slowdown will affect
spending on total and discrete IT consulting services to a greater
extent than it will affect business consulting services spending.

• The supply of skilled labor will continue to outweigh demand.
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Worldwide Consulting Services
Markets and Trends

Market Size and Forecast

IDC has reported on discrete IT consulting for many years now.
However, it is becoming increasingly evident that IT consulting is
becoming less frequently offered as standalone services because it is
embedded with other services offerings. In fact, some consulting or
IT services firms no longer offer these kinds of services in a separate
line of business. Consequently, IDC expects that discrete IT
consulting eventually will make up an insignificant portion of the
overall business of consulting services firms.

Given this market situation, IDC has reduced the revenue share of
discrete IT consulting services among the major players, with the
result that 1999’s top 10 list looks quite different from the previous
year’s, revealing a declining growth rate for most of the firms. This
declining growth rate does not reflect the demand for IT consulting
in the marketplace. The demand for these types of services remains
robust, though it is now integrated with other services that IDC
captures as total IT consulting services.

Tables 3 and 4 illustrate the size and growth of the business and IT
consulting markets by regions.

As Tables 3 and 4 indicate, the United States remains the largest
market for business and IT consulting services. Western Europe
represents the second largest market for both business and IT
consulting. In business consulting, Japan holds the third largest
market, but in IT consulting, Canada’s market is larger than Japan’s.
Asia/Pacific, though it is the smallest market in total consulting and
IT consulting, overpasses the Latin American region in the business
consulting segment. This makes Latin America the smallest business
consulting market.

In terms of growth, Asia/Pacific is the fastest growing region in the
business and IT consulting segments. ROW is the second fastest
growing segment in the total consulting market and the IT
consulting and business consulting segments. Japan is the segment
with the lowest growth rate compared with other regions. However,
its 9.4% CAGR in IT consulting is higher than its 4.4% growth in
business consulting.
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Table 3
Worldwide Business Consulting Services Revenue by Region, 2000–2005 ($M)

2000 2001 2002 2003 2004 2005
2000–2005
CAGR (%)

United States 15,098 16,909 19,108 21,783 24,832 28,557 13.6

Western Europe 9,417 10,642 11,919 13,289 15,017 17,074 12.6

Japan 1,485 1,559 1,629 1,678 1,745 1,841 4.4

Latin America 437 511 613 772 996 1,325 24.9

Asia/Pacific 475 565 679 855 1,154 1,616 27.7

Canada 1,131 1,301 1,509 1,780 2,119 2,542 17.6

ROW 608 717 853 1,067 1,419 1,958 26.4

Total 28,650 32,204 36,309 41,224 47,282 54,913 13.9

Key Assumptions:
• No drastic shifts will occur over the next five years in terms of consumer purchasing behavior.
• From 2000 to 2005, the U.S. economy’s slowdown will not affect U.S. spending on business consulting services.
• The U.S. economy will undergo a V-shaped slowdown and will start to recuperate by 2002.
• The decision of U.S. corporations to either outsource or insource projects will not change dramatically in the

coming years.
• The U.S. economy’s slowdown will slightly affect business consulting spending in all other regions of the globe, but

it will start to recuperate by mid-2002.
• The economic situations in Latin America, Japan, and Asia/Pacific will remain stable in 2000 and thereafter.
• Actual exchange rates, as published by the U.S. Federal Reserve Board, are used for historical data. Average

quarterly 2000 exchange rates are used for spending forecasts.
• The business consulting market will remain smaller than the total IT consulting market in all regions but will

increase its share over time.
Messages in the Data:
• The worldwide business consulting market will grow to $54.9 billion by 2005, increasing at a 2000–2005 CAGR of

13.9%.
• The United States will represent more than half of the world’s business consulting services market.
• The second and third largest markets are Western Europe and Canada, respectively.
• The fastest-growing markets are Asia/Pacific and ROW. Japan is the slowest.
• The U.S. market continues to grow somewhat faster than that of Western Europe, but Canada’s growth is

surpassing both U.S. and European growth.
Source: IDC, 2001
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Table 4
Worldwide IT Consulting Services Revenue by Region, 2000–2005 ($M)

2000 2001 2002 2003 2004 2005
2000–2005
CAGR (%)

United States 20,486 23,354 26,857 31,154 36,139 42,282 15.6

Western Europe 11,548 13,049 14,876 17,197 19,948 23,539 15.3

Japan 2,220 2,353 2,541 2,796 3,131 3,475 9.4

Latin America 836 970 1,164 1,444 1,848 2,458 24.1

Asia/Pacific 657 795 1,002 1,282 1,692 2,268 28.1

Canada 2,410 2,724 3,132 3,633 4,251 4,974 15.6

ROW 1,258 1,547 1,934 2,456 3,168 4,182 27.2

Total 39,415 44,792 51,506 59,962 70,178 83,178 16.1

Key Assumptions:
• The positive market forces will outweigh the negative forces and sustain continued growth of business consulting

services over the forecast period.
• The decision of corporations to either outsource or insource projects will not change dramatically in the coming

years.
• The economic situations in Latin America, Japan, and Asia/Pacific will remain stable in 2001 and thereafter.
• Actual exchange rates, as published by the U.S. Federal Reserve Board, are used for historical data. Average

quarterly 2000 exchange rates are used for spending forecasts.
Messages in the Data:
• The worldwide total IT consulting market is projected to increase at a CAGR of 16.1% from 2000 to 2005 and

represent a market of $83.2 billion by 2005.
• The United States continues to represent over half the world’s IT consulting market and continues to grow faster

than Western Europe.
• The Asia/Pacific and ROW regions are projected to grow the fastest; Japan is expected to be the slowest-growing

region.
• Worldwide revenue will nearly double between 2000 and 2005.
Source: IDC, 2001

Table 5 shows the size and forecast for discrete IT consulting, or IS
consulting.

The growth of the U.S. discrete IT consulting market is significantly
lower than that of other regions. The slowdown of the U.S. discrete
consulting market and significant difference in spending patterns
compared with other regions is attributed to the following factors:

• Changes in the structure of ebusiness engagements. eBusiness
projects are becoming more and more integrated, and IT
consulting is being bundled in the ebusiness engagements, with
total solutions being in highest demand. This causes a decrease
in the volume of standalone/discrete IT consulting engagements.

• A slowdown of the U.S. economy. The slowdown caused the end
users to shift their attention to strategically important
consulting engagements, which in the United States usually
represent large integrated projects. Spending on standalone IT



24702 - 16 - A IDC

consulting engagements that are not strategic priorities has
slowed.

• Changes in the competitive landscape. A decline in the U.S.
volume of discrete IT consulting also is caused by changes on
the supply side of the market. Weakening positions of ebusiness
pure-plays, a decreased number of existing pure-plays, and an
unfavorable perception of ebusiness boutiques on the
marketplace caused this segment to decline dramatically.
Therefore, the number of discrete IT consulting services
providers has decreased, and total solution providers have taken
the dominant role in the market.

Table 5
Worldwide Discrete IT Consulting Services Revenue by Region, 2000–2005 ($M)

2000 2001 2002 2003 2004 2005
2000–2005
CAGR (%)

United States 7,778 8,090 8,575 9,004 9,364 9,645 4.4

Canada 653 706 779 877 970 1,053 10.0

Western Europe 6,884 7,951 9,013 10,014 11,064 12,161 12.1

Japan 2,344 2,581 2,859 3,188 3,579 4,011 11.3

Latin America 599 698 802 909 1,027 1,162 14.2

Asia/Pacific 525 661 849 1,133 1,541 2,099 31.9

ROW 516 649 807 979 1,177 1,356 21.3

Total 19,299 21,335 23,684 26,103 28,723 31,487 10.3

Key Assumptions:
• The discrete IT consulting segment will experience slowing growth from 2000 to 2005.
• Discrete IT consulting revenue will consistently be smaller than total IT consulting revenue in all regions.
• The U.S. economy’s slowdown will affect U.S. spending on discrete IT consulting services in 2000 and 2001.
• The decision of corporations to either outsource or insource projects will not change dramatically in the coming

years.
• Actual exchange rates, as published by the U.S. Federal Reserve Board, are used for historical data. Average

quarterly 2000 exchange rates are used for spending forecasts.
• Local currency and U.S. dollar exchange rates will remain constant between 2001 and 2005.
Messages in the Data:
• The worldwide discrete IT consulting market will increase to $31.5 billion by 2005 at a CAGR of 10.3% from 2000

to 2005.
• The United States and Western Europe represent the two biggest discrete IT consulting markets.
• In 2002, Western Europe will surpass U.S. in the volume of the discrete IT consulting market, and will become the

largest market for discrete IT consulting.
• Japan represents the third largest market.
• Growth of discrete IT consulting will slow significantly in the United States and Western Europe as the sector

becomes increasingly integrated with other IT service offerings.
Source: IDC, 2001
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Worldwide Total IT Consulting Services Spending by Industry

Table 6 shows worldwide IT consulting services spending by industry
segment. Financial services, banking, utilities, and
business/engineering services present the largest opportunities in IT
consulting. The segments with the lowest growth are education and
wholesale.

Table 6
Worldwide IT Consulting Services Revenue by Industry, 2000–2005 ($M)

2000 2001 2002 2003 2004 2005
2000–2005
CAGR (%)

Banking 5,707 6,598 7,719 9,140 10,862 13,078 18.0

Discrete manufacturing 5,652 6,308 7,128 8,197 9,508 11,163 14.6

Process manufacturing 1,869 2,067 2,315 2,639 3,035 3,563 13.8

Insurance 2,046 2,304 2,626 3,020 3,504 4,134 15.1

Financial services 1,868 2,177 2,561 3,057 3,669 4,439 18.9

Healthcare 1,255 1,414 1,612 1,860 2,157 2,554 15.3

Transportation 1,668 1,877 2,140 2,470 2,865 3,390 15.2

Utilities 2,484 2,871 3,359 3,972 4,687 5,596 17.6

Retail 2,741 3,114 3,581 4,168 4,919 5,873 16.5

Business/engineering services 3,187 3,651 4,235 4,967 5,861 6,940 16.8

Government 3,674 4,174 4,800 5,568 6,459 7,583 15.6

Education 254 284 321 366 417 481 13.6

Communications 4,321 4,995 5,844 6,895 8,137 9,715 17.6

Wholesale 1,351 1,494 1,658 1,857 2,099 2,401 12.2

Other 1,338 1,466 1,609 1,786 2,000 2,268 11.1

Total 39,415 44,792 51,506 59,962 70,178 83,178 16.1

Key Assumptions:
• The positive market forces will outweigh the negative forces and sustain continued growth of IT consulting services

over the forecast period.
• The decision of corporations to either outsource or insource projects will not change dramatically in the coming

years.
• The economic situations in Latin America, Japan, and Asia/Pacific will remain stable in 2001 and thereafter.
• Actual exchange rates, as published by the U.S. Federal Reserve Board, are used for historical data. Average

quarterly 2000 exchange rates are used for spending forecasts.
Messages in the Data:
• Manufacturing (discrete and process combined) is the largest industry sector. Education is the smallest.
• Financial services and banking are the fastest-growing sectors, followed by communications, utilities, and business

services.
• The United States and Western Europe, which represent the lion’s share of the market, will drive continued strong

growth in these fast-growing sectors.
Source: IDC, 2001
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Worldwide Top 10 Consulting Firms

Tables 7 and 8 depict the IDC revenue estimates for the top 10
players in business and discrete IT consulting.

Table 7
Worldwide Top 10 Firms by Business Consulting Revenue, 2000

Vendor Revenue ($M)

McKinsey & Co. 2,900

Accenture 2,291

Deloitte Consulting 1,940

Booz Allen & Hamilton 1,850

PricewaterhouseCoopers 1,793

Computer Sciences Corporation 1,680

Cap Gemini Ernst & Young 1,548

KPMG 1,500

EDS/A.T. Kearney 1,027

The Boston Consulting Group 950

Notes:
With the exception of CSC and Booz Allen & Hamilton, data reflects fiscal-year revenue
of each company. Calendar-year estimates were calculated for CSC and Booz Allen &
Hamilton because these firms use early (March 31) fiscal years.
Business consulting revenue is based on IDC estimates.
Source: IDC, 2001

Table 8
Worldwide Top 10 Firms by Discrete IT Consulting Revenue, 2000

Vendor Revenue ($M)

Accenture 748

EDS/A.T. Kearney 460

Oracle 451

Deloitte Consulting 351

PricewaterhouseCoopers 330

Computer Sciences Corporation 324

SAIC 258

Booz Allen & Hamilton 237

KPMG Consulting 231

IBM Global Services Consulting 213

Note: Discrete IT consulting revenue is based on IDC estimates.
Source: IDC, 2001

The top 10 players’ positions have not changed dramatically
compared with their past year’s positions. Firms such as Accenture,
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EDS/A.T. Kearney, CSC, Deloitte Consulting, PricewaterhouseCoopers
(PwC), Cap Gemini Ernst & Young, and KPMG are holding the top 10
positions in the business and discrete IT consulting segments. Booz
Allen & Hamilton is the only management consulting firm that is
among top 10 players in business and IT consulting.

As the list in Table 8 shows, there is very little difference between the
various firms in terms of discrete IT consulting revenue.
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Markets and Trends by Region

Western Europe

Western Europe is the second largest consulting market, with a
projected CAGR of 14.1% for 2000–2005 (refer back to Table 2).

From 2000 to 2005, most Western European countries’ spending on
IT services (including consulting) will experience growth between 10
and 13%. The United Kingdom, France, and Germany will be the
largest markets, with over 60% of the IT services, including the
consulting market, made up in these countries. Italy has the highest
growth rate for IT services (13%). Austria and Switzerland have the
lowest growth rate for IT services and consulting spending (9 and
8%, respectively). For more information on IT services spending
numbers in Western Europe, see European IT Services Market
Forecast 2000–2005 (IDC #Q25H, March 2001).

Although 2000 was treated as a year of review for many Western
European IT buyers, management consulting companies enjoyed a
successful year, with many end users purchasing consulting services
before large IT services engagements. Therefore, spending on
business consulting services remained healthy. However, the review
year trend had an impact on the velocity of IT consulting projects
and spending patterns. Third-party involvement and an increasing
requirement to justify spending has affected the length of time it
takes for consulting and solutions contracts to be approved and
signed off. The caution has led to delays in spending and more focus
on cost justification. IDC believes that this trend will continue for
the next two to three years.

There has been no evidence that the U.S. economy’s slowdown has
had a significant negative impact on the Western European
economy. Following are the major reasons for this:

• Many United States–based IT vendors have stated their intention
of using growth in Europe to offset any downturn in the United
States.

• The level of dependence on IT is much greater now than ever,
much of a company’s competitiveness depends on IT
infrastructures, companies will find it difficult to stop budgeted
IT services spending, and increasingly, they will not make plans
for future IT services spending.

Competitive Overview

The changes in the global competitive landscape affected Western
Europe to a large extent. Following are the top 3 crucial trends that
affected the Western European landscape:

• Reshaping of the Big 5 segment. Tremendous changes that Big
5 companies are undergoing are affecting their global footprint.
The SEC-required split of consulting and accounting businesses
caused a change in the global competitive landscape of Big 5
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players. The accounting divisions had a significant Western
European Big 5 presence. A number of Western European office
locations, a local client base, strategic relationships, and brand
equity were, in part, contributed by accounting business. Now
that Big 5 consulting companies are separating from their
accounting units, their competitive presence in this region will
change. In addition, their transitions to public entities might
result, at least in the short term, in a separation of U.S. and
Western European consulting offices. For example, when KPMG
Consulting went public, not all of its Western European
branches could do the same simultaneously because of a number
of legislative and business constraints. This transition is
expected to take place gradually.

• Meltdown of pure-play boutiques. The global collapse of the
pure-play ebusiness boutique segment caused a sharp decline in
the number of local boutiques; a reduction in the number of the
U.S. players, which had folded their Western European
operations; and a decline in plans to expand into this region in
the future. At the same time, with the decline in the new
economic segment, a majority of ebusiness services boutiques
abandoned their plans for aggressive expansion in Europe.

• Merger and acquisition activities. Merger and acquisition
activities among the U.S. players as well as consolidation of the
U.S. consulting market caused a decrease in the number of U.S.
companies that have a presence in Europe or plan to enter the
European market.

There is also a trend of non-European companies acquiring
European econsulting and implementation pure-play boutiques.
Considering the attractiveness of the European consulting market, a
number of large non-European consulting players are strengthening
their presence in the region by acquiring local ebusiness solutions
companies. For example, in February 2001, Andersen (formerly
Arthur Andersen) acquired the U.K. esolutions company Xpeditor. In
April 2001, EDS announced its plans to acquire Systematics AG, a
fast-growing German IT services company. In November 2000, CSC
acquired ScandiHealth, an IT services company based in Denmark,
and in March 2001, the company acquired the Italian IT services
company InfoSer.

Market Drivers and Trends

IDC predicts that the following drivers and trends will have major
effects on the consulting market in Western Europe:

• Decrease in venture activities and meltdown of dot-coms and
pure-plays. This change will cause changes on the demand and
supply sides of the Western European consulting market.

• Increase in spending by Western European government sector.
Increased demand for IT services, including consulting, is
expected from government sector. IT investments in key public
services will be made in all major European markets.
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• Mergers and acquisitions. Merger and acquisition activities will
continue to take place among the local players and non-
European players acquiring European econsulting companies.

• Restructuring. Restructuring that takes place in a number of
key vertical industries, including financial services and utilities,
will drive growth of the Western European consulting market.
The trend of cross-border consolidation across all industry
segments is another powerful driver of the market.

Market Inhibitors

• Dependence on the global economy. Considering the
dependence of each region on the global economy, a slowdown
in one or more geographic regions might start having a short-
term negative effect on IT consulting spending in Western
Europe.

Although the overall economy in Western Europe is still
growing, the U.S. economy’s slowdown might start affecting
such aspects as GDP growth, consumer confidence, and capital
markets. Germany, which has the fastest growing Western
European economy, projected GDP growth of just 2% for the
near future. The country also is showing low consumer
confidence and demands for an interest rate decrease.
Furthermore, the uncertainty and vulnerability of the market
have caused the stocks of the European consulting companies to
take a hit. Overcapacity caused layoffs by a number of IT services
players.

• Changes in product procurement cycles. The Y2K issue affected
the commodity IT product procurement market. Typically,
organizations have a cyclical approach to commodity product
spending. For instance, a company may have a two-year life span
on certain desktop PCs. However, during 1998–1999, many
companies delayed replacing commodity products to offset the
amount spent on 2000 services, particularly in countries in
which 2000 spending was largest, primarily the United Kingdom
and Northern Europe.

This has had a knock-on effect. Companies that delayed
commodity product spending during 1998–1999 will have spent
larger portions of their 2000 IT budgets on products. This
spending otherwise would have been allocated to IT services.
This change in the cycle should mean that IT budgets for 2001
have more scope for IT services spending.

• Fixed-price contracts and more out-of-the-box functionality.
The effect of the increasing commoditization of IT services will
be a slowdown in the growth of some traditionally quickly
expanding implementation markets. ERP, CRM, and ebusiness
applications implementation markets will not grow in market
size as quickly. This trend will affect IT consulting engagements
that revolve around the aforementioned solutions and
applications.
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Japan

The market for consulting services in Japan will grow at the lowest
pace of all regions. As Table 2 indicates, the CAGR for 2000–2005 is
projected to be 7.5% for the total consulting services market.
Spending on business and IT consulting represent CAGRs of 4.4 and
9.4%, respectively (refer back to Tables 3 and 4).

However, Japan is a large and strategically important market. From
2000 to 2005, it is expected to undergo significant changes that will
have impacts on the global consulting services landscape.

Competitive Overview

Because Japan is on the verge of a business as well as technological
revolution — besides being the world’s second largest economy —
U.S. consulting firms view the region as a strategic market. Most of
the large management consulting and IT services firms (such as IBM
Global Services, EDS/A.T. Kearney, Andersen Consulting, McKinsey
& Co., the Boston Consulting Group, Andersen, Deloitte Tohmatsu,
PwC, and Microsoft) have established a solid presence in Japan. In
this region, the U.S. consulting companies face fierce competition
from local Japanese consultancies, mostly represented by integrated
research institutions, such as Nomura Research, Mitsubishi
Research, Daiwa Research, Funai Research, and Fuji Research. These
institutions provide advisory and planning services on top of many
other services, such as market research, scientific research, IT
services, legal services, and financial services. In response to clients’
demands, research institutions bundle these services as integrated
offerings.

Market Drivers and Trends

• Manufacturing as a major industry segment. The
manufacturing segment is traditionally one of the strong drivers
of the consulting market in Japan. However, any shakeout in this
segment might have a negative impact on spending on IT
services, including consulting.

IDC forecasts that the manufacturing industry will remain the
area with the highest demand for IT services and that demand
for IT services in general, and consulting in particular, will
grow.

• Deregulation. The Japanese government continues to support
deregulation across all major industry segments. Therefore,
competition on the Japanese marketplace has intensified. Faced
with increasing deregulation and the economic contraction in
Japan, Japanese companies are forced to forego some of their
traditional business practices, such as conducting business only
with affiliated companies in the same Keiretsu. In today’s rapidly
changing business environment, many Japanese companies find
that their knowledge and experience are no longer sufficient to
compete in the increasingly global marketplace. As companies
rush to provide different services to consumers and companies
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through the Internet, their consciousness of the IT capabilities
needed to conduct ebusiness and ensure network security is
emerging. These factors have led more companies to be in favor
of using consulting services provided by third-party resources.

• Crucial tasks that the Japanese economy seeks to accomplish
in the near future. Users in each industry share the following
tasks in the IT services market in Japan.

− Reduction of costs

− Lack of resources

− Reduction of lead time

− Improvement of the operation rate

− Improvement of productivity

− Optimization of the supply chain

The challenge of solving these tasks is among the major drivers
of the consulting market in Japan.

In solving these tasks facing the major industry segments, the
scope of IT services vendors’ abilities is expanding. In an
increasing number of cases, vendors are required to have
knowledge of industries, know-how of business operations as
well as project management skills, instead of just sticking to
their specialty of the latest technology. There is also an increase
in demand for value-added services, such as system proposal and
consulting initiated by a vendor.

• Mergers and acquisitions. Mergers and acquisitions create
tremendous opportunities for consultants. The need for
integrating two companies, frequently characterized by very
different cultures, operations, and IT systems, is so complex that
consultants usually are asked to step in to provide assistance.
Typically, consultants become engaged to provide advice on a
wide variety of issues dealing with restructuring, downsizing,
organizational redesign, process improvement, and IT strategy
and integration.

Market Inhibitors

Following are the inhibitors that will have significant impacts on the
growth of the consulting market in Japan.

• Cultural differences. Traditionally, local players are cautious
about engaging outside consultants to help make internal
business decisions. The reasons for this cautious approach are
the high sensitivity surrounding confidentiality issues and a
traditional resistance to outsourcing strategy development to a
third party, especially if it’s a non-Japanese consultancy.

Local companies view consultants more as educators than as
business advisers. Global brand recognition or a good reputation
in other regions alone won’t do the trick. For a foreign
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consultancy to be accepted, it is a business imperative to form
strategic relationships and alliances with local companies.
Furthermore, in-depth and focused expertise in the industry
segment and a business topic that is of interest to a potential
client are keys to success. End users in Japan value the trusted
and focused relationship with a consulting company, which has
the mission of being an educator.

• Perception of value. The perception of consulting services’ value
remains the greatest inhibitor. Unlike their U.S. and European
counterparts, Japanese firms do not invest a great deal of
resources in building a formal line of consulting businesses.
Instead, most consulting services divisions are prepared to
function as sales organizations. This, in turn, creates a poor
perception of consultants in the marketplace.

• U.S. economic slowdown. The country’s GDP growth in the
near term is projected to be just a small fraction of 1%.
Although Japan was recovering from its several-years-long
recession, it might be hit again by the impact of the U.S.
economy’s slowdown. Should the U.S. slowdown affect the
Japanese manufacturing sector, the local IT services market,
including consulting, might take a serious hit.

For more information on Japanese IT services and consulting trends,
see Japan IT Services Market and Trends by Industries, 1999–2004
(IDC #JP25104H, February 2001).

Asia/Pacific

The consulting services market in Asia/Pacific will enjoy significant
growth opportunities, as Table 2 shows. Total consulting services
spending reached $1.1 billion in 2000 and is expected to grow to
over $3.8 billion in 2005, making it the fastest-growing region in the
world, at a CAGR of 28.0% (2000–2005). Business consulting is still
a relatively small market, and it contributed about 1.6% of the
worldwide business consulting volume in 2000 and has a 2000–2005
CAGR of 26.4% (refer back to Table 3). The IT consulting segment
will enjoy faster growth at a CAGR of 28.1% for 2000–2005 (refer
back to Table 4).

Competitive Overview

Global consultancies that have presence in this market face
increased competition from local consulting companies. Despite the
large number of local players, their services offerings are often in the
development stage. Foreign consultancies enjoy good reputations,
global reach, a large scale, high tech, critical mass, customer
services, and infrastructure. China’s recent entry into the World
Trade Organization (WTO) will cause an inflow of numerous foreign
consulting firms into China.

The meltdown of the dot-com sector and market consolidation
caused foreign Internet services and consulting pure-plays to leave
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the region. This may increase demand for consulting work for the
small local consulting companies.

Market Drivers and Trends

• Banking and financial services consolidation. In order to
compete with global players, financial services companies and
banks have started the consolidation process. This would
accelerate demand for consulting services for the next 24–30
months.

• Production migration in the manufacturing sector.
Manufacturing is shifting from higher-cost regions, such as
Malaysia and Singapore, to the areas with lower-cost
opportunities, including China and Indonesia (particularly for
the electronics sector) and Thailand (particularly for the
automobile industry). The shift in the centers of manufacturing
will result in consulting services opportunities in these new
hubs for major manufacturing segments in Asia/Pacific.

• Deregulation in the telecommunications sector. Countries such
as Taiwan, Malaysia, and Hong Kong will take full advantage of
deregulation in the telecommunications sector in the
Asia/Pacific region.

• Advent of the Internet. The Internet market in the Asia/Pacific
region is far from being mature. An increasing number of
Internet subscribers are rapidly changing the market landscape,
particularly in Korea and China. Korea is the country with the
highest number of broadband subscribers, and it is predicted to
stay the same in the short term. The Internet subscriber base is
increasing at the highest pace in China. The current economic
stage as well as the relative nonmaturity of the market will
result in the high growth of discrete IT consulting in the
Asia/Pacific region.

Market Inhibitor

• Heterogeneous nature of the market. The Asia/Pacific region is
not as homogeneous as other regions of the world. Every
country within the region has its own political, economic, social,
and cultural environment. This situation is not expected to
change in the near future. This poses significant challenges for
foreign and local consulting companies that are aiming at
conquering the entire region. A unified strategy for reaching out
to this market won’t do the trick. There has to be a customized
approach when strategizing operations in each country, and
economies of scale in this region may be limited.

Latin America

Latin America is a region that will enjoy high growth in the
consulting market. For total consulting, the market is expected to
grow at a 2000–2005 CAGR of 24.3% (refer back to Table 2). The
business consulting services segment’s growth will be faster than the
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IT consulting segment’s growth. Almost all large IT services and
consulting providers operating in Latin America focus their
operations on large accounts. Such providers typically have
substantial overhead that can only be covered by major contracts.
Moreover, large IT services vendors usually are not structured to
attend carefully to numerous clients. They also command premium
prices that are out of the range of smaller customers. Therefore, the
major players in the region are fighting for the same big customers
and the large and enterprise business segments are becoming
saturated.

The middle market, in contrast, is largely untapped. Abandoned by
large IT services vendors, it normally is attended to by smaller
players that offer aggressive prices but in many cases cannot provide
quick and expert services. This midrange segment is substantial and
growing. It offers major opportunities for IT services vendors willing
to change their business models to serve it.

Competitive Overview

Most IT services companies operating in Latin America started out
specializing in particular niches. Over the years, however, the most
successful companies broadened their services and built alliances in
order to offer more integrated solutions.

Over the past few years, the IT services market has become
increasingly competitive. Large IT services firms grew up in the
region while other firms came into Latin America from North
America and Europe. Meanwhile, thousands of smaller outfits also
began operations, often with aggressive prices. During the recent
economic crisis, many consultants at the large IT services firms
resigned or were fired, and some started their own companies, also
with competitive prices.

Meanwhile, some of the smaller IT services companies banded
together in alliances that allowed them to compete more effectively
with larger services vendors. Those alliances allowed smaller
companies to offer a wide array of services and solutions, and their
small sizes enabled them to offer lower prices.

This increase in the supply of IT services has led to customers who
shop around not only for better prices but also for higher quality
services. Economic hard times trained companies to wring as much
as possible from their IT budgets. An abundance of IT services
providers trained those same companies not to tolerate delays in the
implementation of IT projects.

Latin American clients also increasingly are looking at IT services
providers not merely as suppliers of services but as business
partners. It is not unheard of for vendors to accept payment for
services only after a given solution achieves a breakeven point, and
some customers now are asking their IT services providers to break
down their costs.
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Market Drivers and Trends

• The advent of the Internet. The Internet is having a major
impact in the Latin American IT services market. In most large
companies in the region, it is difficult to point to a single
significant business process that has not been irrevocably altered
by the Internet.

Although the number of Internet users is still low in Latin
America compared with North America and Europe, those
numbers are growing rapidly. Moreover, there is already a lot of
buzz about the Internet in corporate circles in the region. From
Argentina to Mexico, Latin American companies have been
deeply affected by the Internet.

IT services for Internet projects are still in an early stage, but
most large Latin American companies are revisiting their
business’ strategies in order to better position themselves in the
new economy. Most of those companies will need expert external
assistance to define and implement their ebusiness strategies, to
improve and adapt their infrastructures to fully exploit
ecommerce opportunities, and to manage the infrastructures
they build.

Latin America is leaving what has been called the first phase of
the Internet. In this phase, companies invested simply to be
present on the Web, not really to transact business there.
Almost all the corporate Web sites currently in place in Latin
America are of the “showroom” variety. During this first phase,
Latin America saw thousands of small Web services companies
specializing in Web design, Web hosting, and Web development
spring up. Many of those small firms consisted of nothing more
than a single Web-savvy individual with a computer and an
Internet connection at home.

Today, the region is beginning to migrate to a second Internet
phase in which companies are starting to use the Web to
transact business and to tighten value chains with customers
and suppliers. The large IT services companies operating in
Latin America are just waking up to the opportunities brought
on by this important transformation. Led by the big global
consulting firms, those IT services companies are restructuring
and creating ebusiness divisions dedicated to helping clients
compete in the new Internet economy. In this second Internet
phase, they are offering a host of new services, including
security, supply chain, and ASP solutions.

Brazil is the economic powerhouse in the region, so it should be
no surprise that it is also driving the IT services market. Brazil
accounts for roughly half of all Internet users and all
ecommerce spending in Latin America. Internet use boomed in
Brazil early in 2000 because several ISPs offered free Internet
access. By the middle of the year, Internet growth settled down
to more sustainable levels.
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The Internet is forcing companies to rethink and retool their
business models. Some of these companies are facing keen
competition from aggressive virtual rivals that did not exist one
year ago. Almost all are being forced to connect their operations
more closely with suppliers, distribution channels, and clients
alike, and the vast majority is seeking assistance in order to
explore the new opportunities and meet the new challenges
brought on by interconnectivity.

Internet penetration on corporate PCs remains small in Latin
America but is growing exceedingly quickly, particularly in
trend-setting countries such as Brazil and Mexico. That rapid
growth is generating tremendous opportunities for IT services
providers in areas such as Web development, training,
integration, outsourcing, and consulting.

According to prior IDC Latin America surveys, only a small
portion of the companies in the region are engaged in business-
to-business (B2B) online purchasing. Most, however, expect to
buy online in the future. In other words, the traditional
regionwide aversion to buying online is gradually abating.
Companies active in Latin America are exploring the Internet as
a new distribution channel and as a tool for interacting better
with suppliers, customers, and employees (thereby cutting
costs, increasing productivity, and boosting the bottom line). As
these companies increase their online presence, they will
provide additional opportunities for IT services companies (see
Buying and Selling on the Internet: A Survey of Latin American
Enterprises, IDC #21783, February 2000).

IT services firms specializing in ecommerce are starting to dot
the Latin American landscape. Unlike the more traditional
integration firms that preceded them in this space, these
ecommerce specialists are offering complete solutions that
include financing plus hardware, software, and services.

• Convergence of business and IT strategies. Another trend
shaping the IT services industry in Latin America is the
convergence of business strategies with IT strategies. Today,
there are few situations in which a business strategy has no
technological component. Companies increasingly are working
hard to align their technologies with their business strategies,
and often they need external assistance to do so. As a result,
decisions regarding IT purchases are shifting from company
CIOs to business strategists that are looking for services vendors
that, because of their intimate knowledge of a given industry,
can offer value-added services.

IT services companies need to pay attention to this new reality
and rethink their marketing strategies. It is essential today not
only to have technology expertise but also to have in-depth
knowledge of a customer’s business.

• Acquisitions, alliances, and consolidation of the market.
Another key trend in the region’s IT services industry is a surge
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in mergers, acquisitions, and alliances, which have picked up
tremendously in recent years.

Large IT services companies are attempting to increase their
market share not only by organic growth but also by acquiring
players that complement their offerings or bring an attractive
customer base. Large multinational vendors have acquired
several local firms in whole or in part. Brazil’s Proceda, for
example, was bought out by MCI, and Intesa of Venezuela was
picked up by SAIC. In a variation on this theme, the coming
together of several smaller local players has created large
groups. Structure Intelligence, whose main shareholders are the
Bank of America and Latininvest, recently became a major
factor in the regional IT services market by acquiring several
local firms in Brazil, Colombia, Ecuador, Argentina, and Mexico.

The IT services market is quite concentrated. The top 25
vendors in each country account for more than 75% of the
revenue in most markets. In Venezuela, one company, Intesa
(the technology arm of PDVSA, one of the largest petroleum
companies in the world), is responsible for nearly half of overall
IT services revenue.

This concentration of revenue will only increase in coming
quarters as larger players acquire smaller firms and consolidate
the market. Less competitive smaller firms will be relegated to
serving the SOHO market, while small vendors that cannot
serve that segment effectively will disappear.

Alliances also are proliferating as IT services vendors hook up
with firms with complementary areas of expertise in order to
offer their customers more comprehensive solutions.

• Globalization. Globalization remains a powerful driver of the
consulting services market in Latin America.

As trade barriers have come down across Latin America, local
companies have been forced to compete with foreign companies.
Those foreign entities, moreover, typically have lower costs and
superior productivity. Local companies have responded by
investing in IT, which they see as a relatively quick and easy way
to cut costs and upgrade productivity. Like their new
multinational rivals, these local companies are looking for the
best practices to automate their business processes and, in many
cases, are seeking firms that can manage their non–core
operations. All these initiatives are hard to pursue without the
help of IT services experts.

• Strategic investments in telecommunications infrastructure. A
wave of privatization swept over the Latin American
telecommunications industry the past two years. With
privatization has come massive foreign investment, which is
being put to use to drastically upgrade the region’s
telecommunications infrastructure. That upgrading has, in turn,
eliminated one of the greatest bottlenecks to growth in the IT
services market. In the past, poor infrastructure made many IT
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services impossible in many Latin American countries. Internet
penetration was low because many people did not have
telephone lines.

All that is changing, and changing quickly, with the
privatization of telecommunications giants such as Telebras.
Today, phone lines and broadband connections are cheaper and
far more accessible than they were just one year ago. The whole
IT services industry has benefited from this development, but
some services, such as helpdesk and call center services, have
exploded as a result. Moreover, the convergence of data and
voice on a single line is inspiring companies to invest in
network services in order to manage better their information
flows and to conduct more transactions electronically.

Market Inhibitors

• Economic instability. Most Latin American countries have
fragile economies that are heavily affected by any sign of
disturbance in other regions of the world. Argentina, Venezuela,
Ecuador, and Colombia have been fighting deep recessions that
are shrinking their economies, scaring foreign investors, and
prompting multinational companies to take flight. The
companies that remain are struggling with tight cash flows that
are forcing them to postpone IT investments. Many IT projects
in those countries are on hold until economic circumstances
improve.

In some cases, however, economic difficulties are accelerating
rather than inhibiting the IT services industry. In Colombia, for
example, the IT services market is growing steadily despite the
country’s economic hard times. Many companies are investing
in IT in order to cut costs and become more competitive.

The main threat to Latin America’s IT services industry going
forward is undoubtedly the fragile economic and political
condition of the region. From Mexico to Chile, Latin American
countries are easily affected not only by turmoil in other
countries in the region but also by economic hard times in
other areas of the globe (such as the recent Asian crisis).

On the political front, countries such as Ecuador, Peru,
Paraguay, Venezuela, and Colombia are still striving to
consolidate their democracies. Although recently the region has
returned to growth in the face of a variety of economic and
political challenges, all bets are off in coming years. Foreign
investors are a fickle lot and, thanks to the Internet
international investments, can flee the country by the billions in
the blink of an eye should economic or political catastrophe
strike.

• Relative immaturity of infrastructure. Another inhibitor of IT
services growth is the relative immaturity of infrastructure in
many Latin American countries. Substantial portions of the IT
budgets of Latin American firms are dedicated to building out
the IT infrastructure via hardware and software acquisitions
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rather than sophisticated solutions purchases. Moreover,
although privatization is rapidly improving telecommunications
in the region, most countries still suffer from a relatively
undeveloped telecommunications infrastructure that inhibits
the growth of complex initiatives, such as ebusiness and ASP
projects. Finally, basic infrastructure, such as electricity, is still
missing in more remote rural locations in the region. The
second priority of the companies surveyed was improving IT
infrastructures. As noted earlier, most small and medium-sized
companies in the region are still building their basic
infrastructures. Moreover, many large companies still have many
infrastructure improvements on their dockets. In the near term,
many IT services projects will continue to cluster around tasks
such as systems integration, ERP implementation, and
consulting. Opportunities abound for basic services that will
help customers plan, build, and manage networks.

• Cultural barriers in the two Latin Americas. A stark divide
between the major Latin American cities and the rest of the
region also is inhibiting IT services growth.

There are two Latin Americas. On one hand, there are leading
cities and industrial regions that generate most of the region’s
GDP. Then there are the minor cities and rural expanses that
occupy the vast majority of the region and house most of its
citizens. The more urban and industrial Latin America is far
more exposed to foreign cultures and so is aware of the benefits
of technology. The more rural and agricultural Latin America is
decades behind not only in development but also in openness to
the new economy. In those less-developed regions, most of the
work is still done largely as it was a hundred years ago and
education and literacy levels remain low.

It no doubt will be decades until countries in the region narrow
the gap that exists between the wealthy few and the vast
population of the poor. Until that time, the IT services market in
Latin America will remain concentrated in leading cities and
industrial regions.

The Rest of the World

ROW is the second fastest growing region, with a 2000–2005 CAGR
of 26.9%. It will grow significantly in business and IT consulting;
business consulting will grow at a higher rate. ROW is an interesting
region with a diverse group of economies at different stages of
growth and development, including fast-growing and changing
Eastern and Central Europe; volatile Russia; promising South Africa,
Turkey, and Israel; and an untapped Middle Eastern and African
market. Just as these economies vary greatly from one another,
opportunities for consulting services firms are also quite different.
However, many consulting firms are interested in penetrating these
markets because they offer many good prospects. Overall, ROW
represents a relatively big and robust growth market.
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Competitive Overview

Even though multinational consulting firms are firmly established
in the region, they face stiff competition from local players in any
given country of this region. Local consultancies are emerging on
the country level, offering the whole scope of IT services. The largest
consulting services providers are Accenture, PWC, and Deloitte &
Touche. The strategy houses, especially Boston Consulting Group
and Bain & Co., are also some of the most active consultancies in
the region.

Central and Eastern Europe

Although this region is looked upon as one homogenous market, it
actually varies in terms of the levels of IT development and
economic characteristics. For the sake of pointing out common
characteristics that have an impact on the IT services and consulting
markets, IDC divides the region of Eastern and Central Europe into
two distinct markets.

• Central Europe. Central Europe consists of countries such as
Poland, the Czech Republic, Hungary, and Slovenia, whose
common denominator is a high level of IT spending and also a
given promise to join the EU in the first wave of accession. These
countries established democratic institutions and have enjoyed
relative political stability for the past 10 years. They all overcame
the economic slide caused by disintegration of the COMECON
economic organization and reached GDP levels above those in
1990 when they embarked on building market-oriented
economies. Although they went through different cycles of
economic transformation choosing different paths, from
centrally planned economy to market oriented economy, they
arrived in the new millennium knocking on the door of the EU.
Poland’s economy emerged as the most dynamic in Central and
Eastern Europe, growing over 4% year on year for the past
several years. Hungary, the largest recipient of direct foreign
investment per capita during the 1990s, exhibited growth rates
over 4% for the past four years as well. The Czech economy
finally came alive after a period of recession, capitalizing on the
infusion of FDI of $4.6 billion in 2000, and it is expected to grow
almost 4% in 2001.

This healthy economic growth is a basic precondition for the
demand for IT consulting. The more specific drivers include:

− Business restructuring requires reengineer business
processes to become efficient to withstand competition from
Western markets.

− Deregulation and privatization in key sectors, such as
telecommunication, finance, and energy, create demand for
consulting services. Also, the merger and acquisitions
activities consequently lead to a need to hire consultants
from outside.
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− Business services directly connected with new technologies
place an increased demand on IT consultants, especially in
terms of the integration of enterprise application suites,
such as ERP, CRM, and SCM.

− The ubiquitous influence of the Internet and the
proliferation of mobile telephony keep consultants busy
advising corporations how to take advantage of these
phenomena. The Czech Republic is running a 44%
penetration rate of mobile telephony, and Hungary is not far
behind. The first emarketplaces are appearing, spearheaded
by the major telecom powerhouses of the region, supported
by international consultancies.

− Internet use is growing rapidly and will soon exert a major
impact on businesses in the region, bolstering a need for
consultants to help executives figure out how to adapt their
organizations to become successful ebusinesses.

− Among some of the most active consulting firms in this
region are Bain & Co. and Boston Consulting Group; the
latter has been active in Central and Eastern Europe for at
least 10 years. It has offices in Budapest, Hungary; Warsaw,
Poland; and in Prague, the Czech Republic. BCG primarily
provides strategic consulting for clients concerned about
privatization, acquisitions, and marketing.

− Among the Big 5, Accenture, PWC, and Deloitte Touche
enjoy the largest recognition and own the largest piece of
market share. KPMG has been strengthening its presence in
the region as well. Global consulting firms find themselves
in competition with regional or global consulting firms,
such as Logica, ICL, and AAM Consulting, and with local
system integrators who are expanding their services offering.
KPMG, for example, enjoyed 100–150% growth in Croatia,
the Czech Republic, Hungary, and Romania in 1999, albeit
on a relatively small base. Most consulting companies
typically serve a mix of domestic and foreign clients.

• Eastern Europe. Although the more traditional IT consulting
firms (mainly the Big 5 firms) generally are represented across
the region, their activity in any given country can be quite
limited. Most countries have yet to recognize and appreciate the
benefits to be gained from services and the improved efficiency
they can provide. Consequently, the demand for IT consulting
remains low throughout the region. The majority of consulting
services is bundled with total project expenses and delivered by
the contracted system integrator or solution provider.
Furthermore, many companies in the region still maintain very
large IT departments and are reluctant to seek outside advice
pertaining to mission-critical processes. Although IT services are
progressively representing a greater share of overall IT spending
in the region, more aggressive spending and development are
hampered by limited funds available for IT as general overhead
costs continue to be of primary concern.
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As the countries of the region move toward IT maturity,
privatization continues, and an enhanced understanding of the
importance of IT infrastructure in business development is
realized, increased demand for IT consulting services can be
expected.

Russia

After a decade-long trend of economic decline and financial
meltdown in 1998, Russia has awakened to more normal political
and economic conditions. Putin’s government brought a certain
level of political stability, and the devaluation of a highly overvalued
ruble helped the local industry become more competitive.
Production output is on the rise. Higher oil and energy prices in
global markets translate to higher collected tariffs and taxes for the
Russian state, which consequently drives higher spending on IT.
Consultants are lured back by this newly regained stability and by
increased demand for consulting services. However, global
consultancies are still facing considerable obstacles, namely
Russians’ lack of trust of contracting with multinational firms, but
this attitude is gradually changing. IDC expects steady growth for
consulting, in the double digits, for the next three years. The growth
areas will be in the following sectors:

• Telecommunications

• Energy

• Manufacturing

• Government

ERP and its extension modules implementation and customization
will be high on the priority list for Russian companies if they want to
penetrate western markets.

The need for consulting is also supply driven. The demand for hardware
has declined and, as a result, IT companies, international and Russian
alike, increasingly position themselves as solution providers.

The Middle East and Africa

This diverse region continues to offer the most promising
opportunities for consultants in Turkey, Israel, and South Africa,
which are the most economically developed and fastest growing. The
rapid adoption rate of IT makes these nations attractive for IT
consultants, but the growing popularity of the Internet also will
boost demand for business consultants, which will be asked to assist
companies in transforming their organizations to capitalize on this
technology.

The liberalization of the South African economy, accompanied by
privatization and a surge of mergers and acquisitions, also has
contributed to the demand for consulting services. Israel’s modern and
advanced technology orientation makes it a prime prospect for
consultants. Turkey’s strategic position between Asia and Europe, plus
its continued drive toward modernization, makes it especially attractive.
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The U.S. Consulting Services Market

Overview

Although the 1990s were the golden era of consulting, and the
consulting services segment benefited tremendously from the
longest economic expansion in history, the market ended the first
year of the new millennium on a quieter note. Although market
drivers, such as megamergers, deregulation, globalization,
restructuring, technological advances, and the rapid adoption of the
Internet and ecommerce technologies had strong positive impacts on
IT and business consulting, the recent economic slowdown and the
threat of recession took away the confidence that was reigning the
market. Many indicators showed the signs of a starting recession.

In 2000, the total consulting market in the United States reached
$35.5 billion, up 13.1% since 1999. In 2005, the market is expected
to grow to $70.8 billion, with a CAGR of 14.4% for the period from
2000 to 2005 (see Table 9).

Table 9
U.S. Consulting Services Revenue by Consulting Type,

2000 and 2005 ($M)

2000 2005
2000–2005
CAGR (%)

IT consulting 20,486 42,282 15.3

Business consulting 15,098 28,557 13.5

Total 35,583 70,839 14.4

Key Assumptions:
• The U.S. economy will undergo a V-shaped recession and will start to

recuperate by 2002.
• The decision of U.S. corporations to either outsource or insource projects

will not change dramatically in the coming years.
Messages in the Data:
• Total consulting services revenue will almost double from 2000 to 2005 to

reach a market size of $70.8 billion in 2005.
• IT consulting services spending continues to represent the largest and

fastest-growing market.
• Business consulting is forecast to increase 13.5% to become worth $28.6

billion by 2005.
Source: IDC, 2001

The projected growth of the U.S. total consulting market is 14.4%
(2000–2005 CAGR). This is a lower growth rate than projected this
past year because of the U.S. economy’s slowdown and overall
cautiousness of the market regarding IT spending. IDC predicts that
the economic slowdown or V-shaped recession will not dramatically
affect the growth of the U.S. total consulting market. The slowdown
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in the total consulting market will be slightly visible in 2001 and the
first half of 2002, and by the end of 2002, the market will recuperate
and grow at a rate of over 15%.

The U.S. Competitive Landscape

The U.S. consulting competitive landscape is rapidly evolving.

As Figure 3 indicates, there are eight major competitive segments in
the U.S. consulting services market.

Strategy Firms

The strategy firms segment represents well-established strategy
consulting companies, such as McKinsey, Boston Consulting Group
(BCG), Bain & Co., Booz Allen & Hamilton, and others. By 2000, this
segment experienced the inflow of newcomers, the estrategy
boutiques with their entire offering, or a part of their offering,
dedicated to strategy consulting. However, unfavorable conditions
for the ebusiness boutiques forced many of them to disappear or be
acquired by large technology players. For example, in April 2001,

Figure 3
U.S. Consulting Services Competitive Landscape

Strategy Firms 
McKinsey
Boston Consulting Group
Bain & Co.
Booz Allen & Hamilton 
Monitor
Mercer Management
Arthur D. Little

Telcos
AT&T Solutions
PSINet
Exodus Comm

System Integrators
IBM
EDS
CSC
Cap Gemini Ernst & Young
Experio Solutions

Hardware/Software
Companies
HP
Oracle
Compaq
Unisys
Siebel

Fusion Services Providers
Gen3 Partners
iFormation
12 Entrepreneuring

Ex-Big 5 Segment
Deloitte Consulting
Andersen

Advertising/Media Firms
Ogilvy One
SDY

Independent Consultancies
Accenture
PricewaterhouseCoopers (MCS)
KPMG Consulting (KCIN)

Consulting
Services

Source: IDC, 2001
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IBM Global Services acquired Mainspring, a Cambridge,
Massachusetts-based pure-play strategy boutique. A few days later,
Compaq announced its acquisition of Proxicom, an ebusiness
consulting and development firm based in Reston, Virginia.

Strategy firms are entering the IT consulting space though strategic
partnerships and alliances. For example, Bain & Co. formed BainNet,
a network of best-of-breed technology providers.

Independent Consultancies

The companies that used to be members of the Big 5 segment now
go to market as independent consultancies. Among these companies
are Accenture (formerly Andersen Consulting), KPMG Consulting
(KCIN), and PwC.

In accordance with an SEC ruling regarding separation of
consulting and accounting businesses of the Big 5 companies,
KPMG made its consulting practice a separate entity and went public
in February 2001.

In 2000, Accenture underwent the formal separation from its parent,
the near doubling of its partnership ranks, a refocus of its entire
business strategy, a complete name change, and went public in the
summer of 2001. KPMG’s consulting unit also separated from its
parent, though much more amicably, and recently completed an
initial public offering (IPO). Because of the complexity of SEC filing
requirements and different fiscal-year ends, many of the firm’s
regional partnerships were unable to join the new KPMG Consulting
LLC. This reduced the size and scope of the prior year’s firm by
about one-third. These partnerships that are now outside the new
firm ultimately may join the new entity, but in the meantime, it
creates a bit of uncertainty in the firm’s ability to act as a global
concern.

Ernst & Young merged with Cap Gemini in May 2000, and though
this appears to be going smoothly, the company is now a part of a
large European IT services provider.

Last, PwC was not exempt from conflict this previous year. Its much-
discussed acquisition by HP was abandoned, as the offering price
appeared to be too high. Now, the firm faces the decision of whether
it should separate its consulting division from the parent accounting
practice through an IPO or by finding another suitor.

Ex–Big 5 Segment

This segment includes the ex–Big 5 companies that made a decision
to keep their consulting and accounting divisions under the same
roof. These companies are Deloitte & Touche and Andersen
(formerly Arthur Andersen). The firms in this group are facing
substantial uncertainty in the coming year. Much of this uncertainty
stems from the U.S. Securities and Exchange Commission’s (SEC’s)
displeasure over conflicting relationships between these
consultancies and the audit arms of the parent firms. The SEC,
having issued a softer-than-expected ruling on this issue, appeared
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to have eased up in its pursuit of these firms. However, subsequent
statements and recommendations by the SEC point to a continued
desire for these audit firms to split off their consulting arms.

Hardware/Software Manufacturers

In light of the slowdown in the hardware market, an increasing
number of high-tech companies are moving up the value chain and
aggressively entering the consulting space. Among the companies
that are strengthening their front-end consulting capabilities are HP,
Compaq, Unisys, Siebel, Infosys, PeopleSoft, and SAP.

The companies are making crucial steps to build their consulting
services offering. For example, HP considered acquiring PwC in the
fall of 2000. However, the merger fell through, and the company has
been looking for other ways to expand its consulting services. In
March 2001, HP announced an organizational change. This change
has, for the first time, made HP Services a full operating unit,
headed by a president who reports directly to Carly Fiorina. The
change indicates that the company is taking its services business
seriously and plans to pay close attention to its development.

The major argument for the competitive advantage of high-tech
companies in consulting is in the notion that these companies are
well positioned to provide an end user with consulting services
because they already have in-depth knowledge about the client’s
business from being heavily involved with their IT strategies and
implementation.

However, there are still a number of challenges that these companies
are facing. For example, the high-tech players have to address the
issue of consistency of their offering. When expanding consulting
services, they have to make sure that they build a strategy that aligns
all elements of the total offering, including hardware, software, and
services, and make this offering complete and consistent.

The high-tech companies also should be prepared to overcome a
possible conflict with their channel partners, including consulting
and system integration companies. Entering the position that might
threaten their partners’ businesses, high-tech manufacturers should
work on solving a possible conflict by finding creative ways for
partnerships and cooperation.

Another challenge lies in the perception of the previously mentioned
companies’ consulting offering on the marketplace. Many see their
services are just product-focused consulting that doesn’t have strong
front-end capability of an unbiased strategic advisor. However, an
increasing number of high-tech companies are aiming at building a
front-end consulting offering that goes beyond advising just on their
products/technologies. In order to prove its expertise on the
consulting market, the companies need to build strategic
partnerships and alliances with industry players, expand their
services offering, and constantly educate the market about their
consulting proposition.
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Last, the new players in the consulting market should work hard on
building strategic relationships that are crucial for the consulting
business. The relationships should be built with decision-makers
and strategists in the boardrooms of end-user companies and
industry leaders in the crucial vertical segments.

Fusion Services Providers

IDC’s opinion is that this segment represents a new emerging niche
in the consulting services landscape. The companies that represent
this segment offer a fusion of consulting, technology, and
entrepreneurial/incubation services. The core value proposition is to
assist Global 2000 companies in identifying new business ideas
within an organization, then harvest, develop, implement, and spin
off or integrate these ideas. Gen3 Partners, a new venture based in
Boston, offers a full spectrum of the these services. It has a strong
business plan and stellar leadership and is expected to turn into a
profitable venture by the end of 2001.

Advertising/Media Firms

A number of advertising, PR, and media companies are aiming to
leverage their marketing experience by expanding their offerings
into marketing consulting and strategy consulting. The companies
achieve this goal by implementing internal growth strategies,
forming alliances with consulting players, and conducting
acquisitions in the consulting space. Although this segment is not
large enough to pose a significant threat to major consulting
players, IDC predicts that this trend will continue through 2005.

The U.S. Business Consulting Market

According to IDC definition, the business consulting category
includes consulting related to any business issue. Business
consulting encompasses services such as strategy, process
improvement, capacity planning, best practices, business process
reengineering (BPR), needs assessment, and change management. It
excludes tax, audit, benefits, and engineering consulting.

IDC’s opinion is that the U.S. economy’s slowdown will not affect the
spending on business consulting. In order to make this decision, we
weighted positive and negative forces that have an impact on the
market during the economy’s slowdown. Among the negative forces
are lower project velocity, longer sales cycles, cost consciousness of
end users, taking projects in-house, and spreading spending over
longer time frames.

Despite the negative forces, the economic slowdown presents a wide
range of opportunities for the business consulting market. As
merger and acquisition activities, restructuring, and cost cutting
take place, consulting spending will increase on services related to
business process reengineering, business transformation, strategy,
customer care, and change management. Furthermore, business
consulting is viewed as an imperative tool for those end users
aiming at rapid recuperation after the slowdown.
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IDC predicts that positive forces will outweigh negative forces and
the business consulting market, which is taking the hardest hit right
now in the United States, will stabilize by 2002.

The U.S. Business Consulting Market by Services Segment

Table 10 indicates the U.S. business consulting revenue by services
segment.

Table 10
U.S. Business Consulting Revenue by Service Segment, 2000–2005 ($M)

2000 2001 2002 2003 2004 2005
2000–2005
CAGR (%)

Process improvement 3,321 3,750 4,241 4,835 5,560 6,472 14.3

Strategy 2,869 3,256 3,725 4,317 4,956 5,773 15.0

Business process reengineering 2,416 2,695 3,057 3,485 3,973 4,573 13.6

Change management 2,114 2,388 2,730 3,131 3,570 4,069 14.0

Capacity planning 1,661 1,810 1,993 2,237 2,508 2,840 11.3

Best practices 1,208 1,341 1,490 1,680 1,903 2,151 12.2

Needs assessment 906 1,010 1,146 1,295 1,470 1,678 13.1

Operations assessment 604 659 725 800 892 1,000 10.6

Total 15,098 16,909 19,108 21,783 24,832 28,557 13.6

Key Assumptions:
• No drastic shifts will occur over the next five years in terms of consumer purchasing behavior.
• In the five-year period, the U.S. economy slowdown will not affect overall spending on business consulting services.
• The U.S. economy will undergo a V-shaped slowdown and will start to recuperate by 2002.
• The U.S. economy’s slowdown will not dramatically affect overall U.S. spending on business consulting services.
Messages in the Data:
• Process improvement and strategy are the biggest business consulting services markets in the United States.
• Operations assessment represents the smallest segment of the business consulting market in the United States.
• Strategy, process improvement, and change management are the fastest-growing services.
• Operations assessment and capacity planning are the slowest-growing services segments in business consulting.
Source: IDC, 2001

As Table 10 shows, process improvement is the largest market
segment in business consulting. Strategy and business process
outsourcing follow it. The end users of consulting services are
becoming more careful regarding new business initiatives and want
to make sure that there is a strategy behind each initiative.
Therefore, strategy is becoming the fastest growing segment (2000–
2005 CAGR of 15.0%). It is followed by process improvement
(14.3%) and change management (14.0%). Operations assessment
remains the smallest market segment with the slowest 2000–2005
growth (10.6%).

IDC’s definitions of services segments of business consulting are
presented in Appendix A.
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The Top U.S. Business Consulting Firms

Table 11 lists the top 10 consulting companies in the United States
based on their business consulting revenue.

Table 11
U.S. Top 10 Firms by Business Consulting Revenue, 2000

Vendor Revenue ($M)

Accenture 1,242

McKinsey & Co. 1,114

Booz Allen & Hamilton 993

Computer Sciences Corporation 985

Deloitte Consulting 950

KPMG Consulting 835

Cap Gemini Ernst & Young 748

EDS/A.T. Kearney 682

PricewaterhouseCoopers 637

Andersen 424

Note: Revenue for Booz Allen & Hamilton and Computer Sciences Corporation was
estimated by IDC.
Source: IDC, 2001

For the second year in a row, Accenture has pushed ahead of
McKinsey & Co as the largest business consulting player in the
United States. The firms are still close in terms of revenue ($1.242
billion compared with $1.114 billion, respectively). Booz Allen &
Hamilton remains the number 3 business consulting company in
the United States, with an estimated $993 million FY00 revenue.
This company retains its strong local presence and derives more of
its business from the United States than internationally.

Major Trends in the U.S. Business Consulting Market

Table 12 indicates the major trends in the U.S. business consulting
market.

Table 12
U.S. Business Consulting Market Trends

Trend Description

Further connection of technology and
consultancy capabilities

Leading players in both technology and consulting see significant synergies
between the two segments. IT manufacturers are aiming to expand their services
business. At the same time, consulting companies are restructuring and
remodernizing their business models while looking for a sound strategic
technology partner. Connection of the two competencies is conducted through
partnership and alliances, investments, organic growth, and merger activity.
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Table 12
U.S. Business Consulting Market Trends

Trend Description

Decline of utilization of the word consulting as
a separate segment and promotion of a new
breed of business advisory services by
leading consulting players

An increasing number of consulting players do not call their offering consulting
any longer. Accenture (formerly Andersen Consulting), Experio Solutions
(formerly the ebusiness consulting unit of Grant Thornton LLP), and Cap Gemini
Ernst & Young are the examples of this trend. The major reason for this is in the
companies’ opinion that the term consulting no longer reflects their offering and
position on the marketplace. Branding campaigns of the aforementioned
companies that are planned to be rolled out in 2001 also have eliminated the term
consulting. These campaigns are aimed at repositioning the services the
companies provide from traditional consulting to a new breed of innovative
business advisory. This trend is expected to strengthen between 2001 and 2005.

Branding and rebranding challenge of leading
players

The entire industry will be affected by the trend of branding and rebranding wars
that a number of leading players have started or are planning to start in 2001.
Among the companies that are changing their name or brand identity are
Accenture, KCIN, Experio Solutions, CGE&Y, and Andersen.

Redefining venture activities of consulting
companies

Considering unfavorable market conditions and limited funding for the new
ventures, consulting companies have to reposition their activities and services
related to, or aimed at, the new venture creation. There is a shift in targeting
Fortune 500 and Global 2000 segments with entrepreneurial consulting services.
As a result, a new breed of fusion consulting services has been developed. Among
the companies that represent this niche are Gen3 Partners, iFormation, and 12
Entrepreneuring.

Reshaping of competitive landscape The full reshaping of the Big 5 segment, the meltdown of pure-play service
providers, the entrance of new players (e.g., high-tech manufacturers and
business services companies), and the development of new service niches causes
tremendous changes in the competitive landscape of business consulting
services.

Significant changes in organizational structure
of traditional consultancies

Partnership is not the most popular organization structure of a consulting
company, as it used to be. Both leading and emerging players are looking at
different organizational formats, such as bringing the company public. The
reasons lie in attracting capital to the company, separating from accounting
business in compliance with SEC rulings (ex–Big 5 firms), obtaining freedom to
make strategic investments, and modernizing business development and
marketing structures.

Business strategies increasingly driven by
technologies but a return to basics and
increase in demand for strategy that will
prevail shortly

Most business strategy consulting from 1999 to 2001 is around Internet services,
CRM, and SCM. The strength of this trend is expected to decline in the short term
because the end-user mindset started to evolve around a back-to-basics concept.
Since established companies no longer have a sense of extreme urgency to go
ahead with ebusiness initiatives, they take time to evaluate their strategic options,
conduct high-level needs assessment, and investigate ROI potential.

More attention given to customer loyalty and
intimacy and development of client-centric
services

The concept of disruptive coexistence becomes increasingly important when the
consulting vendors are looking for ways to enhance their offering with innovative
and customer-centric services, while preserving their core value proposition.

Online consulting as a new service delivery
model

Although the major challenge of online consulting — ROI validation — has not
been solved yet, online consulting has proven to be a trend that is here to stay.
The increasing number of consulting companies are adopting various online
consulting models as the enhancement to their core service offering. A short list
of companies that utilize online consulting models includes HP, Oracle, Bain & Co.,
Deloitte Consulting, and Robbins-Gioia.

Source: IDC, 2001
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The U.S. IT Consulting Market

The economic slowdown presents opportunities for consulting and SI
services that promote solutions integration priorities to support more
efficient operations, with ROI as the hot buzzword (see Table 13).

Table 13
U.S. IT Consulting Services Revenue by Industry, 2000–2005 ($M)

2000 2001 2002 2003 2004 2005
2000–2005
CAGR (%)

Banking 3,128 3,566 4,119 4,835 5,677 6,721 16.5

Discrete manufacturing 3,125 3,590 4,125 4,760 5,464 6,360 15.3

Process manufacturing 1,350 1,525 1,739 1,971 2,223 2,525 13.4

Insurance 1,154 1,316 1,513 1,761 2,043 2,399 15.8

Financial services 1,113 1,291 1,515 1,794 2,124 2,536 17.9

Healthcare 682 770 883 1,019 1,177 1,381 15.2

Transportation 900.61 1,018 1,160 1,339 1,540 1,792 14.8

Utilities 1,187 1,341 1,522 1,756 2,045 2,400 15.1

Retail 1,499 1,724 2,001 2,349 2,760 3,268 16.9

Business/engineering services 1,368 1,573 1,822 2,120 2,468 2,898 16.2

Federal government 820 935 1,079 1,253 1,441 1,663 15.2

State/local government 670 770 890 1,027 1,195 1,391 15.7

Education 244.16 274 311 355 407 468 13.9

Communications 1,620 1,847 2,131 2,481 2,913 3,419 16.1

Wholesale 784 878.22 996 1,139 1,299 1,486 13.6

Other 843 936 1,051 1,192 1,364 1,574 13.3

Total 20,486 23,354 26,857 31,154 36,139 42,282 15.6

Key Assumptions:
• The U.S. economy’s V-shaped slowdown will not have a long-term effect on IT consulting spending.
• Each industry sector will remain viable for the coming years, though any one of them could change dramatically.
Messages in the Data:
• Banking is the largest U.S. consumer market for total IT consulting services. Education is the smallest.
• Financial services, retail, and communications will experience the most rapid growth, 16.1–17.9%.
• State governments will take advantage of IT consultants to restructure their agencies and capitalize on the Internet

to cut costs, develop better relationships with customers and suppliers, and improve their processes.
• Economic recovery of regions outside the United States has improved the outlook for manufacturing there, with the

result that manufacturers will again purchase IT consulting services at a modest rate of 13–15%.
Source: IDC, 2001

As Table 14 indicates, there is no significant difference between
worldwide (refer back to Table 8) and U.S top 10 players. Ex–Big 5
firms and system integrators, such as IBM Global Services and Cap
Gemini Ernst & Young, hold the largest share of the market (see
Table 14).
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Table 14
U.S. Top 10 Firms by Discrete IT Consulting Revenue, 2000

Vendor Revenue ($M)

EDS/A.T. Kearney 265

Accenture 232

SAIC 217

Oracle 211

Computer Sciences Corporation 205

Deloitte Consulting 188

Booz Allen & Hamilton 142

Cap Gemini Ernst & Young 138

KPMG Consulting 136

PricewaterhouseCoopers 121

Source: IDC, 2001

Table 15 presents major U.S. IT consulting market trends that affect
both the discrete and total IT services markets (see Table 15).

Table 15
U.S. IT Consulting Market Trends

Trend Description

Increased demand for total solution
offering as well as in-depth expertise

Total solution offerings are becoming one of the most important priorities of end users.
There is demand for bundled offerings that include consulting, development, implementation,
and maintenance and support. At the same time, total solution providers realize that
offering one-stop shopping doesn’t provide competitive advantage any longer. Therefore,
the vendors are aiming at increasing the depth of the services offering while maintaining
the breadth of service portfolio. IBM Global Services’ (IBMGS’) experience represents the
best practice in expanding both breadth and depth of services provided. The company has
been targeting the best-of-breed entrepreneurial boutiques with best-of-breed expertise in
function areas or industry verticals. In July 2000, IBMGS acquired Aragon Consulting, a
leading marketing consulting and market research boutique. In April 2001, the company
acquired Mainspring, an estrategy pure-play with in-depth expertise in four industry verticals.

Hardware and software companies are
aggressively entering consulting
segment

An increasing number of high-tech manufacturers announced their plans to expand their
front-end consulting capabilities and expand their consulting offering from just a product-
focused consulting to a broader range of IT consulting services. Among the companies
that entered the consulting space are HP, Compaq, Unisys, Siebel, Infosys, and SAP.

Changing of end user’s spending
pattern that causes changes in the
nature of IT consulting engagements

While total IT consulting spending will not dramatically be affected during 2000–2005, end
users’ spending patterns are changing. The clients are becoming more cautious regarding
their ebusiness initiatives. Among their priorities now are ROI validation, value, measurable
results, and alignment of IT strategy with the overall business strategy. This causes the
changes in the nature of IT consulting engagements. Velocity of projects is decreasing, sales
cycles are increasing, spending is getting spread over a longer time, and the decision-
making process is taking longer while moving higher up in an organization.
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Table 15
U.S. IT Consulting Market Trends

Trend Description

Decrease in discrete IT consulting
volume because of changing structure
of IT consulting engagements and the
U.S. economy slowdown

Discrete IT consulting is the segment that is predicted to sharply decline over 2000–2005.
This is caused by significant changes in the structure of IT consulting engagements. IT
consulting projects are becoming more complex, large, and integrated with other IT services.
In many cases, IT strategy offering is being bundled with solution integration. Furthermore,
the U.S. discrete IT consulting segment appeared to be among the most vulnerable offerings
at the time of the economy’s slowdown. This is caused by the discrete IT consulting services’
no longer including projects of significant strategic value for end users. Therefore, the
spending on these projects is shrinking in the tough times of a slowdown.

Significant changes in the competitive
landscape

Reshaping of the Big 5 segment, meltdown of pure-play boutiques, and increased
competition from high-tech manufacturers causes significant changes in the IT consulting
marketplace.

Vendors’ entering into more
partnerships and alliances

An increasing importance is being placed on synergistic partnerships and alliances.
Numerous companies, including IBM, Oracle, Microsoft, and Sun Microsystems, are
reshaping their partner programs in order to attract the companies with best-of-breed
complementary offerings. The trend is twofold: There’s an increase of service-oriented
partnerships at software and hardware companies, and there’s development of technology-
oriented partnerships at consulting companies. The key success factors for a strategic
partnership are now based on synergies, trust, and common goals, strategies, and values.

Vendors’ offering multiple pricing
strategies

Although a number of leading players (including ex–Big 5 companies) utilize time and
material pricing over 50% of the time, they have started to experiment with other pricing
structures, including value-based and fixed time/fixed price. At the same time, most high-
tech manufacturers and pure-plays are employing primarily fixed time/fixed price models.
Among other pricing structures that various vendor segments use are risk-and-reward
sharing and equity payment. This trend indicates a variety of pricing strategies that exist
on the marketplace.

Increased demand for estrategy
offerings

As the end users are becoming more cautious while approaching ebusiness, they are
putting an increased emphasis on aligning ebusiness initiatives with the overall strategy
and business model of a company. This increases the demand for estrategy offerings.

Development of new service delivery
models

Among alternative service delivery models that are being developed on the marketplace
are online consulting and remote delivery of applications and infrastructure.

Source: IDC, 2001
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Conclusion and Recommendations

The modern worldwide consulting services market is undergoing
tremendous changes. It is imperative for vendors to keep abreast of
these changes to capitalize on the opportunities that this global
market presents.

Table 16 includes recommendations for consulting services players.

Table 16
Recommendations for the Consulting Services Players

Recommendation Description

Expand both breadth and depth of the
total solution offering.

For total solutions providers, it is imperative to build in-depth expertise while expanding
the range of services offered. This could be achieved through organic growth,
partnerships and alliances, and merger activity.

Experiment with new pricing models
in order to maximize revenue,
increase customer satisfaction, and
tap into new client segments.

The time of pricing model uniformity, in which the main billing system was based on time
and materials, has passed. In the modern economy, consulting vendors are experimenting
with a number of alternative pricing models, including fixed time/fixed price, risk-and-
reward sharing, and equity payment. It is imperative that consulting vendors evaluate
various pricing structures and choose pricing models in accordance with client needs and
strategic objectives of an engagement.

Turn economy slowdown into an
opportunity for growth and
strengthening the core business
model.

Besides such important activities as managing costs, maintaining focus, validating ROI,
and getting lean and mean, the vendors should consider taking advantage of the
downtime to make strategic investments and conduct strategic hiring and training of
human capital.

Build long-lasting relationships with
decision makers on the end-user side
in key industry verticals.

As the decision-making responsibility for IT consulting engagements is shifting to senior
business management (as opposed to IT management) and is moving higher up in an
organization, consulting vendors should work hard on building strategic relationships that
are crucial for the consulting business. The relationships have to include decision makers
in the boardrooms of end users, industry experts, and strategists in the prospect and
client bases. This is equally important for high-tech manufacturers that don’t have strong
relationships on the business side of end-user business and for professional services
companies that need to strengthen these relationships after separating from their
accounting divisions.

Define, evaluate, and modernize global
logic and global footprint.

It will be increasingly important to align global logic of consulting vendors with their overall
business strategies. It is also imperative to fully understand benefits, challenges, and
tradeoffs of being global compared with being local and a centralized compared with a
decentralized organization. Most vendors are facing the challenge of redefining and updating
their global footprint in accordance to market demands. Successful and timely development
of a consistent global strategy will provide the vendors with competitive advantage.

Work on partnerships and competition In the environment of high-level competition, new entrants to the market, potential
channel conflict, building strong synergistic partnerships, and creating ways for
cooperation are among business imperatives for consulting vendors.

Adjust human capital strategy to the
new market requirements while
keeping both short- and long-term
goals in mind.

Although the war for talent is over, there is still a shortage of seasoned IT professional
skills. Therefore, while it’s important to keep the costs, capacity utilization, and financial
metrics under control, long-term strategic goals should not be disregarded. Considering
that human capital is the major asset of a professional services company, it is imperative
to benchmark short-term cost-cutting strategies with the company’s overall long-term
business strategy. Evaluation and update of performance measurement, compensation,
and reward strategies should also take place in light of the new economic conditions.

Source: IDC, 2001
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Appendix A: IDC Global Consulting
Services Industry Definitions

Business Strategy

Business strategy is a process of aligning the internal capability of an
organization with the external demands of its environment. As a
result of business strategy efforts, a corporate charter and mission
based on the value proposition the company brings to the market
are established. The business strategy process clearly defines a
statement of objectives, allocation of human and material resources,
and creation of policies that will enable the organization to flourish.
Much of what is done in the various flavors of business strategy
revolves around defining key business processes that will provide a
competitive advantage. With the exception of several information-
based industries, little attention is given to IT during this type of
engagement. However, there is an increasing focus at this stage on
understanding how the firm’s information systems will support
business breakthrough objectives.

Process Improvement

Process improvement is a structured approach that examines
existing processes within a functional area of the organization and
develops an improved method for increased productivity. A process
improvement typically involves streamlining and automating
existing activities, resulting in little, if any, needed changes in
individual employees’ skills or training requirements. This activity is
one method companies use to lower costs, speed up cycle time, and
dramatically improve quality.

Business Process Reengineering

BPR is an approach to radically restructuring business processes,
organizational boundaries, and management systems of an
organization. It is a methodical approach to implement fundamental
change, critically evaluate and possibly discard antiquated and
nonessential procedures, and build new capabilities using the latest
technologies to achieve breakthroughs in business performance. A
BPR engagement typically results in department restructuring, new
job descriptions, new measurements for performance, and broader
responsibilities for employees.

Operations Assessment

Operations assessment is a methodical process of analyzing how
employee skill sets, business processes, and existing information
systems function. The result is a comprehensive assessment of how
effectively a company uses resources and how well its operating
units perform. Although IT is considered a relatively small
component of operations assessment, network operations and
systems management are typically analyzed for effectiveness.
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Benchmarking

Benchmarking is the task of providing measurement and
comparison to best industry practices to ensure that technology
operations remain cost efficient. Benchmarking periodically
measures the cost efficiency of the technology in place and
establishes a documented process to help businesses manage
change.

Benchmarking services typically are provided within components of
the information system, including mainframe and midrange data
centers, wide area networks (WANs), applications development, and
client/server computing. In addition, benchmarking analyses can be
used to evaluate outsourcing and insourcing decisions, rightsizing
projections, data center consolidations, and architecture decisions.

Benchmarking is an iterative process because competitors quickly
leapfrog each other in quality performance of the same process. For
this reason, the task of benchmarking may also involve the
examination of similar processes outside the industry in which the
organization currently competes.

Needs Assessment

Needs assessment is the process of determining changes in skills,
technology, workflow, facilities, and supplier and alliance
relationships to enable migration from the current operational
capabilities to meet business strategy objectives. This process is the
result of examining current operational capabilities and incremental
improvements resulting from benchmarking.

IT Strategy Services

IT strategy services interpret the organization’s current IT
capabilities and needs to meet the overall business strategy. IT
strategy services then apply knowledge of computer system
architectures and emerging technologies to define the appropriate
IT architecture to meet strategic objectives. IT strategy services also
create a vision for migrating existing systems. As a result, the
strategy may call for an iterative process that smoothly shifts the
corporation to new architectures and platforms. The IT strategy may
reveal that outsourcing the transition or even the ongoing
operations to an outside firm is more cost effective and may provide
higher-quality information processing.

Capacity Planning

Capacity planning is an evaluation of the amount of work currently
being done, the current capabilities of the system, and the
anticipated workload on it. This service includes mapping a long-
term or short-term strategy of system requirements to meet
anticipated and evolutionary changes in business and staff
organization. The long-term strategy involves changes in technology
and workflow. The short-term strategy involves scheduling and
manipulating current workloads and network traffic. The
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involvement of information systems requires systems management,
network performance analysis, and design planning.

Change Management

Change management is a process of assessing and guiding an orderly
organizational transformation to create a competitive workforce.
Change management activities can include measuring the ability of
the workforce to accept change, revising human resource policies,
redefining job responsibilities, appropriately communicating with
the workforce, and making an appropriate rate of transition toward
the new organizational structure.

In the past, more attention was given to technology than to planning
for the skills transition of employees; however, new technologies and
business processes are requiring employees to adapt to new ways of
working. A key challenge of change management is ensuring that
work requirements and expected behavior are achievable with the
existing skill sets and corporate culture.

Maintenance Planning

Maintenance planning examines future support requirements
necessary to comply with the IT strategy. It involves the evaluation
of many factors, including pricing structures, warranty terms and
conditions, and staffing resources for all IT systems, networks, and
software. This service analyzes maintenance and services needs that
result in the development of a custom maintenance plan.

IT Design Services

IT design services define the scope and specifications for the
technical design of the information system within a defined project.
The scope of the technical design includes the review of the
architecture, technology, and skills readiness of the organization. In
addition, the scope process investigates the budget restrictions, time
frames, and functional requirements of the deliverable. Setting final
specifications involves making conclusive decisions on the tools,
technology, and platform and creating a detailed project plan.
Components of the project plan include a layout of the facility,
physical network and cable plant design, security planning, detailed
schedules and responsibilities, skills and cost analyses, and risk
areas.

Supplier Analysis Consulting Services

Supplier analysis consulting services assess the strengths and
weaknesses of product vendors and services suppliers and deliver
recommendations regarding best practices.
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Appendix B: Regional Categories

Regional definitions used in this report are rolled up in Table B1.

Table B1
IDC’s Regional Category Definitions

Region Country

Western Europe Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, the
Netherlands, Norway, Portugal, Spain, Sweden, Switzerland, and the United Kingdom

Latin America Argentina, Brazil, Chile, Colombia, Mexico, and Venezuela

Asia/Pacific Australia, China, Hong Kong, India, Indonesia, Korea, Malaysia, New Zealand, the
Philippines, Singapore, Taiwan, and Thailand

ROW Eastern Europe, Russia, the Middle East, and Africa

Source: IDC, 2001
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Appendix C: Vertical Market Definitions

IDC’s vertical market definitions are outlined in Table C1.

Table C1
IDC’s Vertical Market Definitions

Industry Company Types

Banking Commercial banks, savings institutions, credit unions, foreign banks, agencies related to banking, the
Federal Reserve Bank, Fed-sponsored credit agencies, personal credit institutions, business credit
institutions, and mortgage bankers and brokers

Insurance Life, accident, and health insurance; fire and marine casualty; surety; title; pension health funds;
insurance carriers; and insurance agents

Financial services SEC brokers and dealers, commodity brokers and dealers, SEC commodity exchanges, holding
companies, investment companies, trusts, and miscellaneous investing institutions

Discrete manufacturing Aerospace, apparel, textiles, automotive, construction and building, electronics and electrical,
information technology, office equipment, printing, publishing, allied industries, and miscellaneous
manufacturing

Process manufacturing Chemicals, cosmetics and soaps, food and beverages, forest products, mining and crude oil
production, pharmaceuticals, plastics, and rubber

Transportation Railroads, passenger transport, trucking, marine cargo, and air transport

Communication Telephone, radio, TV broadcasting, cable services, fax, and Internet services

Healthcare Offices and clinics of doctors, dentists, and chiropractors; nursing care facilities; hospitals; medical
and dental laboratories; home care; and outpatient facilities

Utilities Gas, electric, sewage, refuse, water, and irrigation systems

Business services Construction services; travel; tours; hotels; personal services; legal, social, and accounting services;
museums; zoos; gardens; architectural and engineering services; child care services; entertainment;
and recreation

Wholesale All wholesale trade

Retail All retail trade, single or multisite

Source: IDC, 2001
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